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HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION
AND CONSTRUCTION OF CERTAIN ADDITIONS,
BETTERMENTS, IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC WATERWORKS
FACILITIES 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
$1,215,824 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2002 A
(WEST VIRGINIA INFRASTRUCTURE FUND);
PROVIDING FOR THE RIGHTS AND REMEDIES OF
AND SECURITY FOR THE REGISTERED OWNERS OF
SUCH BONDS; AUTHORIZING EXECUTION AND
DELIVERY OF ALL DOCUMENTS RELATING TO THE
ISSUANCE OF SUCH BONDS; APPROVING,
RATIFYING AND CONFIRMING A LOAN
AGREEMENT RELATING TO SUCH BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING
THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF HARDY

COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE |

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section1.01.  Authority for this Resolution. This Resolution (together with
any order or resolution supplemental hereto or amendatory hereof, the "Bond Legislation")
1s adopted pursuant to the provisions of Chapter 16, Article 13A and Chapter 31, Article 15A
of the West Virginia Code of 1931, as amended (collectivel

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

y. the "Act"), and other applicable



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

B. The Issuer presently owns and operates a public waterworks system.
However, it is deemed necessary and desirable for the health and welfare of the inhabitants
of the Issuer that there be acquired and constructed certain additions, betterments,
improvements and extensions to the existing public waterworks facilities of the Issuer,
consisting of constructing approximately 59,900 linear feet of 6" PVC water line; 11,800
linear feet of 4" PVC water line; various items including meter services, valving, air release
valves, a water storage tank, and a booster station, together with ajl appurtenant facilities
(collectively, the "Project") (the existing public waterworks facilities of the Issuer, the Project
and any further improvements or extensions thereto are herein called the "System"), in
accordance with the plans and specifications prepared by the Consulting Engineers, which
plans and specifications have heretofore been filed with the Issuer.

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

D. It is deemed necessary for the Issuer to issue its Water Revenue
Bonds, Series 2002 A (West Virginia Infrastructure Fund), in the total aggregate principal
amount of not more than $1 ,215,824 ( the "Series 2002 A Bonds"), to permanently finance
a portion of the costs of acquisition and construction of the Project. The remaining Costs of
the Project (as herein defined) shall be funded from the sources set forth in Section 2.01
hereof. Said costs shall be deemed to include the cost of all property rights, easements and
franchises deemed necessary or convenient therefor; interest, if any, upon the Series 2002 A
Bonds prior to and during acquisition and construction of the Project and for a period not
exceeding 6 months after completion of acquisition and construction of the Project; amounts
which may be deposited in the Series 2002 A Bonds Reserve Account (as hereinafter
defined); engineering and legal expenses; expenses for estimates of costs and revenues,
expenses for plans, specifications and surveys; other expenses necessary or incident to
determining the feasibility or practicability of the enterprise, administrative expense,
commitment fees, fees and expenses of the Authority, discount, initial fees for the services
of registrars, paying agents, depositories or trustees or other costs in connection with the sale
of the Series 2002 A Bonds and such other €xpenses as may be necessary or incidental to the
financing herein authorized, the acquisition or construction of the Project and the placing of
same in operation, and the performance of the things herein required or permitted, in
connection with any thereof; provided, that reimbursement to the Issuer for any amounts
expended by it for allowable costs prior to the issuance of the Series 2002 A Bonds or the
repayment of indebtedness incurred by the Issuer for such purposes shall be deemed Costs
of the Project, as hereinafter defined.
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E. The period of usefulness of the System after completion of the Project
is not less than 40 years,

F. It is in the best interests of the Issuer that its Series 2002 A Bonds be
sold to the Authority pursuant to the terms and provisions of a loan agreement by and
between the Issuer and the Authority, on behalf of the West Virginia Infrastructure and Jobs
Development Council (the "Council"), in form satisfactory to the respective parties (the
"Loan Agreement"), approved hereby if not previously approved by resolution of the Issuer.

G. There are outstanding obligations of the Issuer which will rank ona
parity with the Series 2002 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 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"}; (vi) Water Revemie Bonds, Series 1998 A, dated August 17, 1998, issued in the
aggregate principal amount of $2,000,000 (the "Series 1998 A Bonds"); (vii) Water Revenue
Bonds, Series 1998 B, dated August 17, 1998, issued in the aggregate principal amount of
$50,000 (the "Series 1998 B Bonds"); and (viii) Water Revenue Bonds, Series 2001 A, dated
September 18, 2001, issued in the aggregate principal amount of $650,000 (the "Series
2001 A Bonds"). The Series 1988 Bonds, Series 1990 Bonds, Series 1993 Bonds, Series
1995 A Bonds, Series 1995 B Bonds, Series 1998 A Bonds, the Series 1998 B Bonds, and
Sertes 2001 A Bonds are hereinafter collectively referred to as the "Prior Bonds."

Prior to the issuance of the Series 2002 A Bonds, the Issuer will obtain (i) the
certificate of an Independent Certified Public Accountant stating that the coverage and parity
tests of the Prior Bonds are met; and (ii) the written consent of the Holders of the Prior Bonds
to the issuance of the Series 2002 A Bonds on a parity with the Prior Bonds. Other than the
Prior Bonds, there are no other outstanding bonds or obligations of the Issuer which are
secured by revenues or assets of the System. The Issuer is in compliance with all the
covenants of the Prior Bonds and the Prior Resolution.

H. The estimated revenues to be derived in each year after completion
of the Project from the operation of the System will be sufficient to pay all costs of operation
and maintenance of the System and the principal of and interest, if any, on the Series 2002 A
Bonds, and to make payments into all funds and accounts and other payments provided for
herein.
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L The Issuer has complied with all requirements of West Virginia law
and the Loan Agreement relating to authorization of the acquisition, construction and
operation of the Project and the System and issuance of the Series 2002 A Bonds, or will have
so complied prior to issuance of any thereof, including, among other things and without
limitation, the approval of the Project and the financing thereof by the Council and the
obtaining of a certificate of public convenience and necessity and approval of this financing
and necessary user rates and charges described herein from the Public Service Commission
of West Virginia by final order, the time for rehearing and appeal of which will either have
expired prior to the issuance of the Series 2002 A Bonds or such final order will not be
subject to appeal.

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

Section 1.03.  Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2002 A Bonds by those who shall be the Registered Owners of
the same from time to time, this Bond Legislation shall be deemed to be and shall constitute
a contract between the Issuer and such Bondholders, and the covenants and agreements herein
set forth to be performed by the Issuer shall be for the equal benefit, protection and security
of the Bondholders of any and all of such Series 2002 A Bonds, all of which shall be of equal
rank and without preference, priority or distinction between any one Bond and any other
Bonds, and by reason of priority of issuance or otherwise, except as expressly provided
therein and herein.

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

"Act” means, collectively, Chapter 16, Article 13A and Chapter 31,
Article 15A of the West Virginia Code of 1931, as amended and in effect on the date of
adoption hereof.

"Authority" means the West Virginia Water Development Authority, which
is expected to be the original purchaser and Registered Owner of the Series 2002 A Bonds,
or any other agency, board or department of the State of West Virginia that succeeds to the
functions of the Authority, acting in its administrative capacity and upon authorization from
the Council under the Act.

"Authorized Officer" means the Chairman of the Governing Body of the
Issuer or any temporary Chairman duly selected by the Governing Body.
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"Bondholder, " "Holder of the Bonds," "Holder, " "Registered Owner" or any
similar term whenever used herein with respect to an outstanding Bond or Bonds, means the
person in whose name such Bond is registered.

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

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

"Bonds" means the Series 2002 A Bonds, the Prior Bonds and, where
appropriate, any bonds on a parity therewith subsequently authorized to be issued hereunder
or by another resolution of the Issuer.

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

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

"Closing Date" means the date upon which there is an exchange of the
Series 2002 A Bonds for all or a portion of the proceeds of the Series 2002 A Bonds from the
Authority,

"Code” means the Internal Revenue Code of 1986, as amended, and the
Regulations.

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

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

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

CH487130.1



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

"Depository Bank" means the bank designated as such in the Supplementat
Resolution, and its successors and assigns, which shall be a member of EDIC.

"Depreciation Reserve” means the Depreciation Reserve previously
established by the Prior Resolution and continued hereby as the Renewa! and Replacement
Fund.

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

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

"Governing Body" or "Board" means the public service board of the Issuer,
as it may now or hereafter be constituted.

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

"Grants" means all monies recejved by the Issuer on account of any Grant for
the Project.

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

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

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

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

(B) any obligation,
(C) any annuity contract,
(D) any investment-type property, or

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

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

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

"Loan Agreement" means the Loan Agreement heretofore entered, or to be
entered, by and between the Issuer and the Authority, on behalf of the Council, providing for
the purchase of the Series 2002 A Bonds from the Issuer by the Authority, the form of which
shall be approved, and the execution and delivery by the Issuer authorized and directed or
ratified, by the Supplemental Resolution.

"Net Proceeds" means the face amount of the Series 2002 A Bonds, plus
accrued interest and premium, if any, less original issue discount, if any, and less proceeds,
if any, deposited in the Series 2002 A Bonds Reserve Account. For purposes of the Private
Business Use limitations set forth herein, the term Net Proceeds shall include any amounts
resulting from the investment of proceeds of the Series 2002 A Bonds, without regard to
whether or not such investment is made in tax-exempt obligations.

"Net Revenues” means the balance of the Gross Revenues, remaining after
deduction of Operating Expenses, as hereinafter defined.
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"Nonpurpose Investment” means any Invesiment Property as defined in
Section 148(b) of the Code, that is not a purpose investment.

"Operating Expenses" means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System and includes, without limiting the generality
of the foregoing, administrative, engineering, legal, auditing and insurance expenses, other
than those capitalized as part of the Costs, fees and expenses of the Authority, fiscal agents,
the Depository Bank, the Registrar and the Paying Agent (all as herein after defined), other
than those capitalized as part of the Costs, payments to pension or retirement tunds, taxes and
such other reasonable operating costs and expenses as should normally and regularly be
included under generally accepted accounting principles; provided, that "Operating Expenses"
does not include payments on account of the principal of or redemption premium, if any, or
interest on the Bonds, charges for depreciation, losses from the sale or other disposition of,
or from any decrease in the value of, capital assets, amortization of debt discount or such
miscellaneous deductions as are applicable to prior accounting periods.

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

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

"Paying Agent" means the Commission or other entity designated as such for
the Series 2002 A Bonds in the Supplemental Resolution.

"Prior Bonds" means, collectively, the Issuer’s Series 1988 Bonds, Series
1990 Bonds, Series 1993 Bonds, Series 1995 A Bonds, Series 1995 B Bonds, Series 1998 A
Bonds, Series 1998 B Bonds and Series 2001 A Bonds, as described in Section 1.02G hereof.

"Prior Resolution” means, collectively, the resolutions adopted by the Issuer,
as supplemented by the supplemental resolutions of the Issuer, authorizing the issuance of the
Prior Bonds.

"Private Business Use" means use (directly or indirectly) in a trade or

business carried on by any person other than a governmental unit; provided that use as a
member of the general public shall not be taken into account,
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"Project" means the Project as described in Section 1.02(B) hereof.
"Qualified Investments" means and includes any of the following:
(a) Government Obligations;

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

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

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

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

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

(2) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (e) above, with banks or national
banking associations which are members of EDIC or with government bond
dealers recognized as primary dealers by the Federal Reserve Bank of
New York, provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident with the



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

{h) The West Virginia "consolidated fund” managed by the
West Virginia 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, Inc. or Standard & Poor's Corporation.

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

"Registrar” means the Bond Registrar,

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

"Renewal and Replacement Fund” means the Renewal and Replacement Fund
established by the Prior Resolution as the Depreciation Reserve and renamed and continued

hereby.

"Reserve Accounts” means, collectively, the respective reserve accounts
established for the Series 2002 A Bonds and Prior Bonds.

"Reserve Requirement” means, collectively, the respective amount required
to be on deposit in the Reserve Accounts for the Series 2002 A Bonds and the Prior Bonds.

"Revenue Fund" means the Revenue Fund previously established by the Prior
Resolution and continued hereby.

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

"Series 2002 A Bonds” means the Issuer’'s Water Revenue Bonds,
Series 2002 A (West Virginia Infrastructure Fund) authorized to be issued hereby,
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"Series 2002 A Bonds Construction Trust Fund” means the Series 2002 A
Bonds Construction Trust Fund established by Section 5.01 hereof,

"Series 2002 A Bonds Reserve Account” means the Series 2002 A Bonds
Reserve Account established in the Series 2002 A Bonds Sinking Fund pursuant to
Section 5.02 hereof.

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

"Series 2002 A Bonds Sinking Fund" means the Series 2002 A Bonds Sinking
Fund established by Section 5.02 hereof.

"Sinking Funds" means, collectively, the respective sinking funds established
for the Series 2002 A Bonds and the Prior Bonds.

"State” means the State of West Virginia,

"Supplemental Resolution” means any resolution or order of the Issuer
supplementing or amending this Resolution and, when preceded by the article “the," refers
specifically to the supplemental resolution or resolutions authorizing the sale of the
Series 2002 A Bonds; provided, that any matter intended by this Resolution to be included
in the Supplemental Resolution with respect to the Series 2002 A Bonds, and not so included,
may be included in another Supplemental Resolution.

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

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

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

CH487130.1
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"West Virginia Infrastructure Fund" means the West Virginia Infrastructure
Fund established in accordance with Chapter 31, Article 15A, Section 9 of the West Virginia
Code of 1931, as amended and in effect on the date of adoption hereof.

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

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT

Section2.01.  Authorization of Acquisition and Construction of the Project.
There is hereby authorized and ordered the acquisition and construction of the Project, at an
estimated cost of $1,465,824, in accordance with the plans and specifications which have been
prepared by the Consulting Engineers, heretofore filed in the office of the Governing Body.
The proceeds of the Series 2002 A Bonds hereby authorized shall be applied as provided in
Article VI hereof. The Issuer has received bids and has entered into or will enter into
contracts for the acquisition and construction of the Project, compatible with the financing
plan submitted to the Authority and the Council.

The cost of the Project is estimated to be $1 465,824, of which approximately
$1,215,824 will be obtained from proceeds of the Series 2002 A Bonds, and $250,000 will
be obtained from a Small Cities Block Grant.

CH487130.1
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ARTICLE III

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

Section 3.01.  Authorization of Bonds. For the purposes of capitalizing
interest on the Series 2002 A Bonds, funding a reserve account for the Series 2002 A Bonds,
paying Costs of the Project not otherwise provided for and paying certain costs of issuance
of the Series 2002 A Bonds and related costs, or any or all of such purposes, as determined
by the Supplemental Resolution, there shall be and hereby are authorized to be issued
negotiable Series 2002 A Bonds of the Issuer. The Series 2002 A Bonds shall be issued as
a single bond, designated as "Water Revenue Bonds, Series 2002 A (West Virginia
Infrastructure Fund),” in the principal amount of not more than $1,215,824, and shall have
such terms as set forth hereinafter and in the Supplemental Resolution. The proceeds of the
Series 2002 A Bonds remaining after funding of the Series 2002 A Bonds Reserve Account
(if funded from Bond proceeds) and capitalization of interest on the Series 2002 A Bonds, if
any, shall be deposited in or credited to the Series 2002 A Bonds Construction Trust Fund
established by Section 5.01 hereof and applied as set forth in Article VI hereof.

Section 3.02.  Terms of Bonds. The Series 2002 A Bonds shail be issued
in such principal amounts; shall bear interest, if any, at such rate or rates, not exceeding the
then legal maximum rate, payable quarterly on such dates; shall mature on such dates and in
such amounts; and shall be redeemable, in whole or in part, all as the Issuer shall prescribe
in a Supplemental Resolution or as specifically provided in the Loan Agreement. The
Series 2002 A Bonds shall be payable as to principal at the office of the Paying Agent, in any
coin or currency which, on the dates of payment of principal is legal tender for the payment
of public or private debts under the laws of the United States of America. Interest on the
Series 2002 A Bonds, if any, shall be paid by check or draft of the Paying Agent, or its agent,
mailed to the Registered Owner thereof at the address as it appears on the books of the Bond
Registrar, or by such other method as shall be mutually agreeable so long as the Authority
is the Registered Owner thereof.

Unless otherwise provided by the Supplementai Resolution, the Series 2002 A
Bonds shall be issued in the form of a single bond, fully registered to the Authority, with a
record of advances and a debt service schedule attached, representing the aggregate principal
amount of the Series 2002 A Bonds. The Series 2002 A Bonds shall be exchangeable at the
option and expense of the Registered Owner for another fully registered Bond or Bonds of
the same series in aggregate principal amount equal to the amount of said Bonds then
Outstanding and being exchanged, with principal installments or maturities, as applicable,
corresponding to the dates of payment of principal installments of said Bonds; provided, that
the Authority shall not be obligated to pay any expenses of such exchange.
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Subsequent series of Bonds, if any, shall be issued in fully registered form
and in denominations as determined by a Supplemental Resolution. Such Bonds shall be dated
and bear interest, if any, and shall be dated as set forth in a Supplemental Resolution.

Section 3.03. Execution of Bonds. The Series 2002 A Bonds shall be
executed in the name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed
thereto or imprinted thereon and attested by the Secretary. In case any one or more of the
officers who shall have signed or sealed the Series 2002 A Bonds shall cease to be such
officer of the Issuer before the Series 2002 A Bonds so signed and sealed have been actually
sold and delivered, such Bonds may nevertheless be sold and delivered as herein provided and
may be issued as if the person who signed or sealed such Bonds had not ceased to hold such
office. Any Series 2002 A Bonds may be signed and sealed on behalf of the Issuer by such
person as at the actual time of the execution of such Bonds shall hold the proper office in the
Issuer, although at the date of such Bonds such person may not have held such office or may
not have been so authorized.

Section 3.04.  Authentication and Registration. No Series 2002 A Bonds
shall be valid or obligatory for any purpose or entitled to any security or benefit under this
Bond Legislation unless and until the Certificate of Authentication and Registration on such
Bonds, substantially in the form set forth in Section 3.10 hereof shall have been manually
executed by the Bond Registrar, Any such executed Certificate of Authentication and
Registration upon any such Bonds shall be conclusive evidence that such Bonds have been
authenticated, registered and delivered under this Bond Legislation. The Certificate of
Authentication and Registration on the Series 2002 A Bonds shail be deemed to have been
¢Xecuted by the Bond Registrar if manually signed by an authorized officer of the Bond
Registrar, but it shall not be necessary that the same officer sign the Certificate of
Authentication and Registration on all of the Bonds issued hereunder.

Section 3.05. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Series 2002 A Bonds shall be and
have all of the qualities and incidents of negotiable instruments under thé Uniform
Commercial Code of the State of West Virginia, and each successive Holder, in accepting the
Series 2002 A Bonds shall be conclusively deemed to have agreed that such Bonds shall be
and have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder shall further be
conclusively deemed to have agreed that said Bonds shall be incontestable in the hands of a
bona fide holder for value.

So long as the Series 2002 A Bonds remain outstanding, the Issuer, through
the Bond Registrar or its agent, shall keep and maintain books for the registration and transfer
of such Bonds.
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The registered Series 2002 A Bonds shall be transferable only upon the books
of the Bond Registrar, by the registered owner thereof in person or by his attorney duly
authorized in writing, upon surrender thereto together with a written instrument of transfer
satisfactory to the Bond Registrar duly executed by the registered owner or his duly
authorized attorney.

In all cases in which the privilege of exchanging Series 2002 A Bonds or
transferring the registered Bonds are exercised, Bonds shall be delivered in accordance with
the provisions of this Bond Legislation. All Bonds surrendered in any such exchanges or
transfers shall forthwith be canceled by the Bond Registrar. For every such exchange or
transfer of Bonds, the Bond Registrar may make a charge sufficient to reimburse it for any
tax, fee or other governmental charge required to be paid with respect to such exchange or
transfer and the cost of preparing each new Bond upon each exchange or transfer, and any
other expenses of the Bond Registrar incurred in connection therewith, which sum or sums
shall be paid by the Issuer. The Bond Registrar shall not be obliged to make any such
exchange or transfer of Bonds during the period commencing on the 15th day of the month
next preceding an interest payment date on the Bonds or, in the case of any proposed
redemption of Bonds, next preceding the date of the selection of Bonds to be redeemed, and
ending on such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case the
Series 2002 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may,
in its discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate
and deliver, 2 new Bond of the same series and of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bond, upon
surrender and cancellation of such mutilated Bond, or in lieu of and substitution for the Bond
destroyed, stolen or lost, and upon the Holder's furnishing satisfactory indemnity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
surrendered shall be canceled by the Bond Registrar and held for the account of the Issuer.
If any such Bond shall have matured or be about to mature, instead of issuing a substitute
Bond, the Issuer may pay the same, upon being indemnified as aforesaid, and if such Bond
be iost, stolen or destroyed, without surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the Issuer. The
Series 2002 A Bonds shall not, in any event, be or constitute an indebtedness of the Issuer
within the meaning of any constitutional or statutory provision or limitation, but shall be
payable solely from the Net Revenues derived from the operation of the System as herein
provided. No Holder or Holders of the Series 2002 A Bonds shall ever have the right to
compel the exercise of the taxing power of the Issuer, if any, to pay the Series 2002 A Bonds

or the interest, if any, thereon.
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Section 3.08.  Bonds Secured by Pledge of Net Revenues: Lien Position with
Respect to Prior Bonds. The payment of the debt service of the Series 2002 A Bonds shall
be secured by a first lien on the Net Revenues derived from the System on a parity with the
lien on the Net Revenues in favor of the Holders of the Prior Bonds. Such Net Revenues in
an amount sufficient to pay the principal of and interest, if any, on and other payments for
the Series 2002 A Bonds and the Prior Bonds, and to make all other payments provided for
in the Bond Legislation, are hereby irrevocably pledged to such payments as they become
due.

Section 3.09.  Delivery of Bonds. The Issuer shall execute and deliver the
Series 2002 A Bonds to the Bond Registrar, and the Bond Registrar shall authenticate, register
and deliver the Series 2002 A Bonds to the original purchasers upon receipt of the documents
set forth below:

A, If other than the Authority, a list of the names in which the
Series 2002 A Bonds are to be registered upon original issuance, together
with such taxpayer identification and other information as the Bond Registrar
may reasonably require;

B. A request and authorization to the Bond Registrar on behalf
of the Issuer, signed by an Authorized Officer, to authenticate and deliver the
Series 2002 A Bonds to the original purchasers;

C. An executed and certified copy of the Bond Legisiation;
D. An executed copy of the Loan Agreement; and
E. The unqualified approving opinion of bond counsel on the

Series 2002 A Bonds.

Section 3.10. Form of Bonds. The text of the Series 2002 A Bonds shall
be in substantially the following form, with such omissions, insertions and variations as may
be necessary and desirable and authorized or permitted hereby, or by any Supplemental
Resolution adopted prior to the issuance thereof:
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(FORM OF SERIES 2002 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
HARDY COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2002 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-I $

KNOW ALL MEN BY THESE PRESENTS: That HARDY COUNTY
PUBLIC SERVICE DISTRICT, a public corporation and political subdivision of the State of
West Virginia in Hardy County of said State (the "Issuer"), for value received, hereby
promises to pay, solely from the special funds provided therefor, as hereinafter set forth, to
the West Virginia Water Development Authority (the "Authority "} or registered assigns the
sum of DOLLARS (% ), or such lesser amount as shall
have been advanced to the Issuer hereunder and not previously repaid, as set forth in the
"Record of Advances” attached as EXHIBIT A hereto and incorporated herein by reference,
in quarterly installments on March 1, June 1, September 1 and December 1 of each year,
commencing 1, 200_, as set forth on the "Debt Service Schedule" attached as
EXHIBIT B hereto and incorporated herein by reference.

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

This Bond may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority and the West Virginia
Infrastructure and Jobs Development Council (the "Council"), and upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement by and
between the Issuer and the Authority, on behalf of the Council, dated , 2002,

This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of certain improvements and extensions to the existing public waterworks
facilities of the Issuer (the "Project”); and (ii) to pay certain costs of issuance of the Bonds
of this Series (the "Bonds") and related costs. The existing public waterworks facilities of the
Issuer, the Project and any further improvements or extensions thereto are herein called the
"System.” This Bond is issued under the authority of and in full compliance with the
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Constitution and statutes of the State of West Virginia, including particularly Chapter 16,
Article 13A and Chapter 31, Article 15A of the West Virginia Code of 1931, as amended {the
"Act"), a Bond Resolution duly adopted by the Issu March 15, 2002, and a Supplemental
Resolution duly adopted by the Issuer on M 53,2002 (collectively, the "Bond
Legisiation"), and is subject to all the terms and conditions thereof. The Bond Legislation
provides for the issuance of additional bonds under certain conditions, and such bonds would
be entitled to be paid and secured equally and ratably from and by the funds and revenues and
other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS WITH THE ISSUER’S: (1) WATER REVENUE BOND, SERIES 1988; (2)
WATER REVENUE BOND, SERIES 1990: (3) WATER REVENUE BOND, SERIES 1993;
(4) TAXABLE WATER REVENUE BOND (PHASE III), SERIES 1995 A; (5) TAXABLE
WATER REVENUE BOND (WARDENSVILLE EXTENSION), SERIES 1995 B; (6)
WATER REVENUE BONDS, SERIES 1998 A; (7) WATER REVENUE BONDS, SERIES
1998 B; AND (8) WATER REVENUE BONDS, SERIES 2001 A (COLLECTIVELY, THE
"PRIOR BONDS").

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a
parity with the pledge of Net Revenues in favor of the holders of the Prior Bonds, and from
monies in the reserve account created under the Bond Legislation for the Bonds (the
"Series 2002 A Bonds Reserve Account”) and unexpended proceeds of the Bonds. Such Net
Revenues shall be sufficient to pay the principal of and interest, if any, on all bonds which
may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged for
such purpose. This Bond does not constitute an indebtedness of the Issuer within the meaning
of any constitutional or statutory provisions or limitations, nor shall the Issuer be obligated
to pay the same, except from said special fund provided from the Net Revenues, the monies
in the Series 2002 A Bonds Reserve Account and unexpended proceeds of the Bonds.
Pursuant to the Bond Legislation, the Issuer has covenanted and agreed to establish and
maintain just and equitable rates and charges for the use of the System and the services
rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and
to leave a balance each year equal to at least 115% of the maximum amount payable in any
year for principal of and interest, if any, on the Bonds and all other obligations secured by
a lien on or payable from such revenues on a parity with the Bonds, including the Prior
Bonds; provided however, that so long as there exists in the Series 2002 A Bonds Reserve
Account an amount at least equal to the maximum amount of principal and interest, if any,
which will become due on the Bonds in the then current or any succeeding year, and in the
respective reserve accounts established for any other obligations outstanding on a parity with
the Bonds, including the Prior Bonds, an amount at least equal to the requirement therefor,
such percentage may be reduced to 110%. The Issuer has entered into certain further

CH487130.1
15



covenants with the registered owners of the Bonds for the terms of which reference is made
to the Bond Legislation. Remedies provided the registered owners of the Bonds are
exclusively as provided in the Bond Legislation, to which reference is here made for a
detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of Branch Banking and
Trust Company, Charleston, West Virginia, as registrar (the "Registrar"), by the registered
owner, or by its attorney duly authorized in writing, upon the surrender of this Bond, together
with a written instrument of transfer satisfactory to the Registrar, duly executed by the
registered owner or its attorney duly authorized in Writing.

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

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

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

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

All provisions of the Bond Legislation, resolutions and statutes under which
this Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the
same extent as if written fully herein.
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IN WITNESS WHEREOF, HARDY COUNTY PUBLIC SERVICE

DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be

hereunto affixed and attested by its Secretary, and has caunsed this Bond to be dated
, 2002,

[SEAL]

Chairman

ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is the Series 2002 A Bond described in the within-mentioned Bond

Legislation and has been duly registered in the name of the registered owner set forth above,
as of the date set forth below.

Date: , 2002,

BRANCH BANKING AND TRUST
COMPANY, as Registrar

Authorized Officer
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(Form of)

EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT
ay § 19 _$
2 $ (20) $
3 3 21 __$
CYI 22) $
5y $ (23) %
oy 3 (24) %
8 (25) _$
@ 3 (26) $
©__ 3% 2n_$
(103 (28 §
an _$ (29 $
a2y § 30§
a3 $ an_$
a4) 3 (32) %
as» $ (33) §
(16) 3 B4 $
an_$ (3% $
asy $ (36) _$

TOTAL $
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

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

Dated:

In the presence of:
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Section 3.11. Sale of Bonds; Approval and Ratification of Execution of
Loan Agreement. The Series 2002 A Bonds shall be sold to the Authority, pursuant to the
terms and conditions of the Loan Agreement. If not so authorized by previous resolution, the
Chairman is specifically authorized and directed to execute the Loan Agreement in the form
attached hereto as "EXHIBIT A" and made a part hereof, and the Secretary is directed to
affix the seal of the Issuer, attest the same and deliver the Loan Agreement to the Authority,
and any such prior execution and delivery is hereby authorized, approved, ratified and
confirmed. The Loan Agreement, including all schedules and exhibits attached thereto, is
hereby approved and incorporated into this Bond Legislation.

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

[RESERVED]
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ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

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

other:

(1> Revenue Fund (established by Prior Resolution);

(2)  Prior Bonds Reserve Accounts, except the Series 2001 A Bonds
Reserve Account (established by the Prior Resolution);

(3)  Renewal and Replacement Fund (resulting from the combination
with the Depreciation Reserve established by the Prior

Resolution); and

(4)  Series 2002 A Bonds Construction Trust Fund.

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

(1) Series 2001 A Bonds Reserve Account;
(2) Series 2002 A Bonds Sinking Fund; and
(3) Series 2002 A Bonds Reserve Account.

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

(1) The Issuer shall first, each month, pay from the Revenue
Fund the Operating Expenses of the System,
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(2) The Issuer shali next, each month, on or before the due
date, transfer from the Revenue Fund and remit to the National
Finance Office, the amounts required to pay the interest on the
Prior Bonds.

(3) The Issuer shal] next, each month, (i) on or before the due
date of payment of each installment on the Prior Bonds, transfer
from the Revenue Fund and remit to the National Finance Office,
the amounts required to amortize the principal of the Prior Bonds
over the respective lives of each Bond issue; and (ii) on the first
day of each month, commencing 3 months prior to the first date
of payment of principal of the Series 2002 A Bonds, transfer from
the Revenue Fund and remit to the Commission for deposit in the
Series 2002 A Bonds Sinking Fund, an amount equal to 1/3rd of
the amount of principal which will mature and become due on the
Series 2002 A Bonds on the next ensuing quarterly principal
payment date; provided that, in the event the period to elapse
between the date of such initial deposit in the Series 2002 A Bonds
Sinking Fund and the next quarterly principal payment date is less
than 3 months, then such monthly payments shall be increased
proportionately to provide, 1 month prior to the next quarterly
principal payment date, the required amount of principal coming
due on such date.

(4) The Issuer shall next, each month (i) on or before the due
date of payment of each instaliment on certain of the Prior Bonds,
transfer from the Revenue Fund and remit to the Depository Bank
for deposit in the Reserve Fund for the Series 1988 Bonds, the
Series 1990 Bonds, the Series 1993 Bonds, the Series 1995 A
Bonds, the Series 1995 B Bonds, the Series 1998 A Bonds and the
Series 1998 B Bonds, the amounts required by the respective Prior
Resolution; (ii) on the first day of each month, transfer from the
Revenue Fund and remit to the Commission for deposit in the
Series 2001 A Bonds Reserve Account, the amount required by the
respective Prior Resolution, and (iii) on the first day of each
month, commencing 3 months prior to the first date of payment of
principal of the Series 2002 A Bonds, if not fully funded upon
issuance of the Series 2002 A Bonds, transfer from the Revenue
Fund and remit to the Commission for deposit in the
Series 2002 A Bonds Reserve Account, an amount equal to
1/120th of the Series 2002 A Bonds Reserve Requirement;
provided that, no further payments shall be made into the
Series 2002 A Bonds Reserve Account when there shall have been
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deposited therein, and as long as there shall remain on deposit
therein, an amount equal to the Series 2002 A Bonds Reserve
Requirement.

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

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

Monies in the Series 2002 A Bonds Sinking Fund shall be used only for the
purposes of paying principal of and interest, if any, on the Series 2002 A Bonds, as the same
shall become due. Monies in the Series 2002 A Bonds Reserve Account shall, during
construction of the Project, be deposited in the Series 2002 A Bonds Construction Trust
Fund, and following completion of construction of the Project, shall be used only for the
purposes of paying principal of and interest, if any, on the Series 2002 A Bonds, as the same
shall come due, when other monies in the Series 2002 A Bonds Sinking Fund are insufficient
therefor, and for no other purpose.

All investment earnings on monies in the Series 2002 A Bonds Sinking Fund and
the Series 2002 A Bonds Reserve Account shall be returned, not less than once each year,
by the Commission to the Issuer, and such amounts shall, during construction of the Project,
be deposited in the Series 2002 A Bonds Construction Trust Fund, and following completion
of construction of the Project, shall be deposited in the Revenue Fund and applied in full, first
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to the next ensuing interest payment, if any, due on the Series 2002 A Bonds, and then to the
next ensuing principal payment due thereon.,

Any withdrawals from the Series 2002 A Bonds Reserve Account which result
in a reduction in the balance therein to below the Series 2002 A Bonds Reserve Requirement
shall be subsequently restored from the first Net Revenues available after all required
payments have been made in full in the order set forth above.

As and when additional Bonds ranking on a parity with the Series 2002 A Bonds
are issued, provision shall be made for additional payments into the respective sinking fund
sufficient to pay the interest on such additional parity Bonds and accomplish retirement
thereof at maturity and to accumulate a balance in the respective reserve account in an
amount equal to the requirement thereof.

The Issuer shall not be required to make any further payments into the
Series 2002 A Bonds Sinking Fund or the Series 2002 A Bonds Reserve Account when the
aggregate amount of funds therein are at least equal to the aggregate principal amount of the
Series 2002 A Bonds issued pursuant to this Bond Legislation then Outstanding and all
interest, if any, to accrue until the maturity thereof.

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

The Commission is hereby designated as the fiscal agent for the administration
of the Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds Reserve Account
created hereunder, and all amounts required for said accounts shall be remitted to the
Commission from the Revenue Fund by the Issuer at the times provided herein. If required
by the Authority at anytime, the Issuer shall make the necessary arrangements whereby
required payments into said accounts shall be automatically debited from the Revenue Fund
and electronically transferred to the Commission on the dates required hereunder.

Monies in the Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds
Reserve Account shall be invested and reinvested by the Commission in accordance with
Section 8.01 hereof.

The Series 2002 A Bonds Sinking Fund and the Series 2002 A Bonds Reserve
Account shall be used solely and only for, and are hereby pledged for, the purpose of
servicing the Series 2002 A Bonds, under the conditions and restrictions set forth herein.

B. The Issuer shall on the first day of each month (if the first day is not a
business day, then the first business day of each month) deposit with the Commission the
required principal, interest and reserve payments with respect to the Series 2002 A Bonds and
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all such payments shall be remitted to the Commission with appropriate instructions as to the
custody, use and application thereof consistent with the provisions of this Bond Legislation.

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

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

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

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

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

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

I The Gross Revenues of the System shall only be used for purposes of the
System.
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I, All Tap Fees shall be deposited by the Issuer, as received, in the Series
2002 A Bonds Construction Trust Fund, and following completion of the Project, shall be
deposited in the Revenue Fund and may be used for any lawful purpose of the System.
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ARTICLE VI

BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS

Section 6.01. Application of Bond Proceeds; Pledge of Unexpended Bond
Proceeds. From the monies received from the sale of the Series 2002 A Bonds, the following
amounts shall be first deducted and deposited in the order set forth below:

A.  From the proceeds of the Series 2007 A Bonds, there shall first be
deposited with the Commission in the Series 2002 A Bonds Sinking Fund, the amount, if any,
set forth in the Supplemental Resolution as capitalized interest; provided, that such amount
may not exceed the amount necessary to pay interest on the Series 2002 A Bonds for the
period commencing on the date of issuance of the Series 2002 A Bonds and ending 6 months
after the estimated date of completion of construction of the Project.

B. Next, from the proceeds of the Series 2002 A Bonds, there shall be
deposited with the Commission in the Series 2002 A Bonds Reserve Account, the amount,
if any, set forth in the Supplemental Resolution for funding the Series 2002 A Bonds Reserve
Account,

C.  As the Issuer receives advances of the remaining monies derived from
the sale of the Series 2002 A Bonds, such monies shall be deposited with the Depository Bank
in the Series 2002 A Bonds Construction Trust Fund and applied solely to payment of the
costs of the acquisition and construction of the Project in the manner set forth in Section 6.02
and until so expended, are hereby pledged as additional security for the Series 2002 A Bonds.

D.  After completion of construction of the Project, as certified by the
Consulting Engineers, and all costs have been paid, any remaining proceeds of the
Series 2002 A Bonds shall be applied as directed by the Council.

Section 6.02. Disbursements From the Bond Construction Trust
Fund. The Issuer shall each month provide the Council with a requisition for the costs
incurred for the Project, together with such documentation as the Council shall require.
Payments of all costs shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the
Series 2002 A Bonds Construction Trust Fund shall be made only after submission to and
approval from the Council, of a certificate, signed by an Authorized Officer and the
Consulting Engineers, stating that:

(@)  None of the items for which the payment is proposed to be made has
formed the basis for any disbursement theretofore made;
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(b)  Each item for which the payment is proposed to be made is or was
necessary in connection with the Project and constitutes a Cost of the Project;

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

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

Pending such application, monies in the Series 2002 A Bonds Construction Trust
Funds shali be invested and reinvested in Qualified Investments at the written direction of the
Issuer.

The Issuer shall expend all proceeds of the Series 2002 A Bonds within 3 years

of the date of issuance of the Council's Bonds, the proceeds of which were used to make the
loan to the Issuer.

CH487130.1
35



ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the covenants,
agreements and provisions of this Bond Legislation shall be and constitute valid and legally
binding covenants of the Issuer and shall be enforceable in any court of competent jurisdiction
by any Holder or Holders of the Bonds. In addition to the other covenants, agreements and
provisions of this Bond Legislation, the Issuer hereby covenants and agrees with the Holders
of the Series 2002 A Bonds as hereinafter provided in this Article VII. All such covenants,
agreements and provisions shall be irrevocable, except as provided herein, as long as any of

the Series 2002 A Bonds or the interest, if any, thereon is Outstanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The
Series 2002 A Bonds shall not be nor constitute an indebtedness of the Issuer within the
meaning of any constitutional, statutory or charter limitation of indebtedness, but shall be
payable solely from the funds pledged for such payment by this Bond Legislation. No Holder
or Holders of the Series 2002 A Bond shall ever have the right to compel the exercise of the
taxing power of the Issuer, if any, to pay the Series 2002 A Bonds or the interest, if any,

thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues: Lien Position
with Respect to Prior Bonds. The payment of the debt service of the Series 2002 A Bonds
shall be secured by a first lien on such Net Revenues derived from the System on a parity
with the lien on such Net Revenues in favor of the Holders of the Prior Bonds. The Net
Revenues in an amount sufficient to pay the principal of and interest, if any, on the
Series 2002 A Bonds and the Prior Bonds and to make the payments into all funds and
accounts and all other payments provided for in the Bond Legislation are hereby irrevocably
pledged, in the manner provided herein, to such payments as they become due, and for the
other purposes provided in the Bond Legislation.

Section 7.04. Initial Schedule of Rates and Charges.  The Issuer has
obtained any and all approvals of rates and charges required by State law and has taken any
other action required to establish and impose such rates and charges, with all requisite appeal
periods having expired without successful appeal. Such rates and charges shall be sufficient
to comply with the requirements of the Loan Agreement. The initial schedule of rates and
charges for the services and facilities of the System shall be as set forth and approved and
described in the Final Order of the Public Service Commission of West Virginia entered
January 14, 2002, in Case No. 01-0976-PWD-30B.
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So long as the Series 2002 A Bonds are outstanding, the Issuer covenants and
agrees to fix and collect rates, fees and other charges for the use of the System and to take
all such actions necessary to provide funds sufficient to produce the required sums set forth
in the Bond Legislation and in compliance with the Loan Agreement. In the event the
schedule of rates, fees and charges initially established for the System in connection with the
Series 2002 A Bonds shall prove to be insufficient to produce the required sums set forth in
this Bond Legislation and the Loan Agreement, the Issuer hereby covenants and agrees that
it will, to the extent or in the manner authorized by law, immediately adjust and increase such
schedule of rates, fees and charges and take all such actions necessary to provide funds
sufficient to produce the required sums set forth in this Bond Legislation and the Loan
Agreement.

Section 7.05. Sale of the System. So long as the Prior Bonds are
outstanding, the Issuer shall not sell, mortgage, lease or otherwise dispose of or encumber
the System, or any part thereof, except as provided in the Prior Resolution. Additionally,
so long as the Series 2002 A Bonds are outstanding and except as otherwise required by law
or with the written consent of the Authority and the Council, the System may not be sold,
mortgaged, leased or otherwise disposed of, except as a whole, or substantially as a whole,
and only if the net proceeds to be realized shall be sufficient to pay fully all the Bonds
Outstanding in accordance with Article X hereof. The proceeds from any such sale,
mortgage, lease or other disposition of the System shall, with respect to the Series 2002 A
Bonds, immediately be remitted to the Commission for deposit in the Series 2002 A Bonds
Sinking Fund, and, with the written permission of the Authority and the Council, or in the
event the Authority is no longer a Bondholder, the Issuer shall direct the Commission to
apply such proceeds to the payment of principal of and interest, if any, on the Series 2002 A
Bonds. Any balance remaining after the payment of the Series 2002 A Bonds and interest,
if any, thereon shall be remitted to the Issuer by the Commission unless necessary for the
payment of other obligations of the Issuer payable out of the revenues of the System,

The foregoing provision notwithstanding, the Issuer shall have and hereby
reserves the right to sell, lease or otherwise dispose of any of the property comprising a part
of the System hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior to any such sale, lease or other
disposition of such property, if the amount to be received therefor, together with all other
amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, is not in excess of $10,000, the Issuer shall, by resolution duly adopted,
determine that such property comprising a part of the System is no longer necessary, useful
or profitable in the operation thereof and may then provide for the sale of such property. The
proceeds of any such sale shall be deposited in the Renewal and Replacement Fund. If the
amount to be received from such sale, lease or other disposition of said property, together
with all other amounts received during the same Fiscal Year for such sales, leases or other
dispositions of such properties, shall be in excess of $10,000 but not in excess of $50,000,
the Issuer shall first, determine upon consultation with a professional engineer that such
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property comprising a part of the System is no longer necessary, useful or profitable in the
operation thereof and may then, if it be so advised, by resolution duly adopted, authorize
such sale, lease or other disposition of such property in accordance with the laws of the State.
The proceeds of any such sale shall be deposited in the Renewal and Replacement Fund. The
payment of such proceeds into the Renewal and Replacement Fund shall not reduce the
amount required to be paid into such account by other provisions of this Bond Legislation.
No sale, lease or other disposition of the properties of the System shall be made by the Issuer
if the proceeds to be derived therefrom, together with all other amounts received during the
same Fiscal Year for such sales, leases, or other dispositions of such properties, shall be in
excess of $50,000 and insufficient to pay all Bonds then Outstanding without the prior
approval and consent in writing of the Holders, or their duly authorized representatives, of
the Bonds then Outstanding. The Issuer shall prepare the form of such approval and consent
for execution by the then Holders of the Bonds for the disposition of the proceeds of the sale,
lease or other disposition of such properties of the System.

Section 7,06. Issuance of Other Obligations Payable Qut of Revenues and
General Covenant Against Encumbrances. Except as provided for in this Section 7.06 and
Section 7.07 hereof, the Issuer shall not issue any other obligations whatsoever payable from
the revenues of the System which rank prior to, or equally, as to lien on and source of and
security for payment from such revenues with the Series 2002 A Bonds. All obligations
issued by the Issuer after the issuance of the Series 2002 A Bonds and payabie from the
revenues of the System, except such additional parity Bonds, shall contain an express
statement that such obligations are junior and subordinate, as to lien on, and source of and
security for payment from such revenues and in all other respects, to the Series 2002 A
Bonds; provided, that no such subordinate obligations shall be issued unless all payments
required to be made into all funds and accounts established by this Bond Legislation have
been made and are current at the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be
Created, any debt, lien, pledge, assignment, encumbrance or any other charge having priority
over or being on a parity with the lien of the Series 2002 A Bonds, and the interest thereon,
if any, upon any or all of the income and revenues of the System pledged for payment of the
Series 2002 A Bonds and the interest thereon, if any, in this Bond Legislation, or upon the
System or any part thereof.

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

Section 7.07. Parity Bonds. So long as the Prior Bonds are outstanding,
the limitations on the issuance of parity obligations set forth in the Prior Resolution shall be
applicable. In addition, no Parity Bonds, payable out of the revenues of the System, shall be
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issued after the issuance of the Series 2002 A Bonds pursuant to this Bond Legislation,
without the prior written consent of the Authority and the Council and without complying
with the conditions and requirements herein provided.

All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2002 A Bonds.

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

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

(1) The Bonds Outstanding;

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

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

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

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

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

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

The "estimated average increased annual Net Revenues expected to be received
in each of the 3 succeeding years," as that term is used in the computation provided in the
above paragraph, shall refer only to the increased Net Revenues estimated to be derived from
the improvements to be financed by such Parity Bonds and any increase in rates adopted by
the Issuer, the time for appeal of which shall have expired prior to the issuance of such Parity
Bonds, and shall not exceed the amount to be stated in a certificate of the Independent
Certified Public Accountants, which shall be filed in the office of the Secretary prior to the
issuance of such Parity Bonds.

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

All covenants and other provisions of this Bond Legislation (except as to details
of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and
security of the Hoiders of the Bonds and the Holders of any Parity Bonds subsequently issued
from time to time within the limitations of and in compliance with this section. All Bonds,
regardless of the time or times of their issuance, shall rank equally with respect to their lien
on the revenues of the System and their source of and security for payment from said
revenues, without preference of any Bond over any other. The Issuer shall comply fully with
all the increased payments into the various funds and accounts created in this Bond Legislation
required for and on account of such Parity Bonds, in addition to the payments required for
Bonds theretofore issued pursuant to this Bond Legislation.

Parity Bonds shali not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject to
the prior and superior liens of the Series 2002 A Bonds on such revenues. The Issuer shall
not issue any obligations whatsoever payable from revenues of the System, or any part
thereof, which rank prior to or, except in the manner and under the conditions provided in
this section, equally, as to lien on and source of and security for payment from such revenues,
with the Series 2002 A Bonds.

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

Section 7.08. Books; Records and Audit. The Issuer shall keep complete
and accurate records of the cost of acquiring the Project site and the costs of acquiring,
constructing and installing the Project. The Issuer shall permit the Authority and the Council,
or their agents and representatives, to inspect all books, documents, papers and records
relating to the Project and the System at all reasonable times for the purpose of audit and
examination. The Issuer shall submit to the Authority and the Council such documents and
information as they may reasonably require in connection with the acquisition, construction
and installation of the Project, the operation and maintenance of the Systern and the
administration of the loan or any grants or other sources of financing for the Project.

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

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

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

The Issuer shall file with the Council, the Authority, or any other original
purchaser of the Series 2002 A Bonds, and shall mail in each year to any Holder or Holders
of the Series 2002 A Bonds, requesting the same, an annual report containing the following:

(A) A statement of Gross Revenues, Operating Expenses, Net Revenues and
Surplus Revenues derived from and relating to the System.
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(B) A balance sheet statement showing all deposits in all the funds and
accounts provided for in this Bond Legislation, and the status of all said funds and
accounts.

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

The [ssuer shall also, at least once a year, cause the books, records and accounts
of the System to be audited by Independent Certified Public Accountants in compliance with
the applicable OMB Circular, or any successor thereto, and the Single Audit Act, or any
successor thereto, to the extent legally required, and shall mail upon request, and make
available generally, the report of the Independent Certified Public Accountants, or a summary
thereof, to any Holder or Holders of the Series 2002 A Bonds, and shall submit said report
to the Council and the Authority, or any other original purchaser of the Series 2002 A
Bonds. Such audit report submitted to the Authority and the Council shall include a statement
that the Issuer is in compliance with the terms and provisions of the Act, the Loan Agreement
and this Bond Legislation and that the revenues of the System are adequate to meet the
Issuer's Operating Expenses and debt service and reserve requirements.

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

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

Section 7.09. Rates. Prior to the issuance of the Series 2002 A Bonds,
equitable rates or charges for the use of and service rendered by the System shall be
established all in the manner and form required by law, and copies of such rates and charges
so established will be continuously on file with the Secretary, which copies will be open to
inspection by all interested parties. The schedule of rates and charges shall at all times be
adequate to produce Gross Revenues from the System sufficient to pay Operating Expenses
and to make the prescribed payments into the funds created hereunder. Such schedule of
rates and charges shall be changed and readjusted whenever necessary so that the aggregate
of the rates and charges will be sufficient for such purposes. In order to assure full and
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continuous performance of this covenant, with a margin for contingencies and temporary
unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees that
the schedule of rates or charges from time to time in effect shall be sufficient, together with
other revenues of the System (i) to provide for all Operating Expenses of the System and (ii)
to leave a balance each year equal to at least 115% of the maximum amount required in any
year for payment of principal of and interest, if any, on the Series 2002 A Bonds and all other
obligations secured by a lien on or payable from such revenues on a parity with the
Series 2002 A Bonds, including the Prior Bonds; provided that, in the event that amounts
equal to or in excess of the Reserve Requirements are on deposit respectively in the
Series 2002 A Bonds Reserve Account and the reserve accounts for obligations on a parity
with the Series 2002 A Bonds, including the Prior Bonds, are funded at least at the
requirement therefor, such balance each year need only equal at least 110% of the maximum
amount required in any year for payment of principal of and interest, if any, on the
Series 2002 A Bonds and all other obligations secured by a lien on or payable from such
revenues on a parity with the Series 2002 A Bonds, including the Prior Bonds. In any event,
the Issuer shall not reduce the rates or charges for services described in Section 7.04.

Section 7.10. Operating Budget and Monthly Financial Report. The Issuer
shall annually, at least 45 days preceding the beginning of each Fiscal Year, prepare and
adopt by resolution a detailed, balanced budget of the estimated revenues and expenditures
for operation and maintenance of the System during the succeeding Fiscal Year and shall
submit a copy of such budget to the Authority and the Council within 30 days of adoption
thereof. No expenditures for the operation and maintenance of the System shall be made in
any Fiscal Year in excess of the amounts provided therefor in such budget without a written
finding and recommendation by a registered professional engineer, which finding and
recommendation shall state in detail the purpose of and necessity for such increased
expenditures for the operation and maintenance of the System, and no such increased
expenditures shall be made until the Issuer shall have approved such finding and
recommendation by a resolution duly adopted. No increased expenditures in excess of 10%
of the amount of such budget shall be made except upon the further certificate of a registered
professional engineer that such increased expenditures are necessary for the continued
operation of the System. The Issuer shall within 30 days of adoption thereof mail copies of
such annual budget and all resolutions authorizing increased expenditures for operation and
maintenance to the Authority and the Council and to any Holder of any Bonds, who shall file
his or her address with the Issuer and request in writing that copies of all such budgets and
resolutions be furnished him or her, and shall make available such budgets and all resolutions
authorizing increased expenditures for operation and maintenance of the System at all
reasonable times to the Authority and the Council and to any Holder of any Bonds, or anyone
acting for and in behalf of such Holder of any Bonds.

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

Section 7.11. Engineering Services and Operating Personnel. The Issuer
shall obtain a certificate of the Consulting Engineers in the form attached to the Loan
Agreement, stating, among other things, that the Project has been or will be constructed in
accordance with the approved plans, specifications and designs as submitted to the Authority
and the Council, the Project is adequate for the purposes for which it was designed, the
funding plan as submitted to the Authority and the Council is sufficient to pay the costs of
acquisition and construction of the Project, and all permits required by federal and state laws

for construction of the Project have been obtained.

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

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

Section 7.12. No Competing Franchise. To the extent legally allowable,
the Issuer will not grant or cause, consent 10 or allow the granting of, any franchise or permit
to any person, firm, corporation, body, agency or instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.

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

Whenever any fees, rates, rentals or other charges for the services and facilities
of the System shall remain unpaid for a period of 30 days after the same shall become due and
payable, the property and the owner thereof, as well as the user of the services and facilities,
shall be delinquent until such time as all such rates and charges are fully paid. To the extent
authorized by the laws of the State and the rules and regulations of the Public Service
Commission of West Virginia, rates, rentals and other charges, if not paid, when due, shall
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become a lien on the premises served by the System. The Issuer further covenants and agrees
that, it will, to the full extent permitted by law and the rules and regulations promulgated by
the Public Service Commission of West Virginia, discontinue and shut off the services of the
System to all users of the services of the System delinquent in payment of charges for the
services of the System and will not restore such services until al delinquent charges for the
services of the System, plus reasonable interest and penalty charges for the restoration of
service, have been fully paid and shall take all further actions to enforce collections to the
maximum extent permitted by law.

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

Section 7.15. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Series 2002 A Bonds remain Outstanding, the Issuer
will, as an Operating Expense, procure, carry and maintain insurance with a reputable
insurance carrier or carriers as is customarily covered with respect to works and properties
similar to the System. Such insurance shall initially cover the following risks and be in the
following amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE IN SURANCE, on all above-ground insurable portions of
the System in an amount equal to the actual cost thereof. In time of war the Issuer will
also carry and maintain insurance to the extent available against the risks and hazards
of war. The proceeds of all such insurance policies shall be placed in the Renewal and
Replacement Fund and used only for the repairs and restoration of the damaged or
destroyed properties or for the other purposes provided herein for the Renewal and
Replacement Fund. The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance (fire and extended
coverage) to protect the interests of the Issuer, the Authority, the prime contractor and
all subcontractors as their respective interests may appear, in accordance with the Loan
Agreement, during construction of the Projectona 100% basis (completed value form)
on the insurable portion of the Project, such insurance to be made payable to the order
of the Authority, the Issuer, the contractors and subcontractors, as their interests may
appear.
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(2)  PUBLIC LIABILITY INSURANCE, with limits of not less than
$1,000,000 per occurrence to protect the Issuer from claims for bodily injury and/or
death and not less than $1,215,824 per occurrence from claims for damage to property
of others which may arise from the operation of the System, and insurance with the
same limits to protect the Issuer from claims arising out of operation or ownership of
motor vehicles of or for the System.

(3)  WORKER'S COMPENSATION COVERAGE FOR ALL EMPLOYEES
OF OR FOR THE SYSTEM ELIGIBLE THEREFOR; AND PERFORMANCE AND
PAYMENT OR COMPLETION BONDS, such bonds to be in the amounts of not less
than 100% of the amount of any construction contract and to be required of each
contractor dealing directly with the Issuer, and such payment bonds will be filed with
the Clerk of The County Commission of the County in which such work is to be
performed prior to commencement of construction of any additions, extensions or
improvements for the Project in compliance with West Virginia Code, Chapter 38,
Article 2, Section 39.

(4)  FIDELITY BONDS will be provided as to every officer, member and
employee of the Issuer or the Governing Body having custody of the revenues or of
any other funds of the System, in an amount at least equal to the total funds in the
custody of any such person at any one time.

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

(6) BUSINESS INTERRUPTION INSURANCE, to the extent available at
reasonable cost to the Issuer.

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

The Issuer shall also require all contractors engaged in the construction of the
Project to carry such worker's compensation coverage for all employees working on the
Project and public liability insurance, vehicular liability insurance and property damage
insurance in amounts adequate for such purposes and as is customarily carried with respect
to works and properties similar to the Project; provided that the amounts and terms of such
coverage are satisfactory to the Authority and the Council. In the event the Loan Agreement
$o requires, such insurance shall be made payable to the order of the Authority, the Issuer,
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the prime contractor and all subcontractors, as their interests may appear. The Issuer shall
verify such bonds prior to commencement of construction.

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

Section 7.17. Completion, Operation and Maintenance of Project: Permits
and Orders. The Issuer shall complete the Project as promptly as possible and operate and
maintain the System as a revenue-producing utility in good condition and in compliance with
all federal and state requirements and standards. The Issuer shall take all steps to properly
operate and maintain the System and make the necessary replacements due to normal wear

and tear so long as the Series 2002 A Bonds are outstanding.

The Issuer has obtained all permits required by state and federal laws for the
acquisition and construction of the Project, all orders and approvals from the Public Service
Commission of West Virginia and the Council necessary for the acquisition and construction
of the Project and the operation of the System and all approvals for issuance of the Series
2002 A Bonds required by State law, with all requisite appeal periods having expired without
successful appeal.

Section 7.18. Tax Covenants. The Issuer hereby further covenants and
agrees as follows:

A.  PRIVATE BUSINESS USE LIMITATION. The Issuer shall assure that
(1) not in excess of 10% of the Net Proceeds of the Series 2002 A Bonds are used for Private
Business Use if, in addition, the payment of more than 10% of the principal or 10% of the
interest due on the Series 2002 A Bonds during the term thereof is, under the terms of the
Series 2002 A Bonds or any underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for a Private Business Use or in payments in respect
of property used or to be used for a Private Business Use or is to be derived from payments,
whether or not to the Issuer, in respect of property or borrowed money used or to be used for
a Private Business Use; and (ii) and that, in the event that both (A) in excess of 5% of the Net
Proceeds of the Series 2002 A Bonds are used for a Private Business Use, and (B) an amount
in excess of 5% of the principal or 5% of the interest due on the Series 2002 A Bonds during
the term thereof is, under the terms of the Series 2002 A Bonds or any underlying
arrangement, directly or indirectly, secured by any interest in property used or to be used for
said Private Business Use or in payments in respect of property used or to be used for said
Private Business Use or is to be derived from payments, whether or not to the Issuer, in
respect of property or borrowed money used or to be used for said Private Business Use, then
said excess over said 5% of Net Proceeds of the Series 2002 A Bonds used for a Private
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Business Use shall be used for a Private Business Use related to the governmental use of the
Project, or if the Series 2002 A Bonds are for the purpose of financing more than one project,
a portion of the Project, and shall not exceed the proceeds used for the governmental use of
that portion of the Project to which such Private Business Use is related, all of the foregoing
to be determined in accordance with the Code.

B. PRIVATE LOAN LIMITATION. The Issuer shall assure that not in
excess of the lesser of 5% or $5,000,000 of the Net Proceeds of the Series 2002 A Bonds are
used, directly or indirectly, to make or finance a loan (other than loans constituting
Nonpurpose Investments) to persons other than state or local government units.

C.  FEDERAL GUARANTEE PROHIBITION. The Issuer shall not take any
action or permit or suffer any action to be taken if the result of the same would be to cause
the Series 2002 A Bonds to be "federally guaranteed” within the meaning of Section 149(b)
of the Code.

D. INFORMATION RETURN. If required, the Issuer shall file all
statements, instruments and returns necessary to assure the tax-exempt status of the
Series 2002 A Bonds and the interest, if any, thereon, including, without limitation, the
information return required under Section 149(e), if any, of the Code.

E. FURTHER ACTIONS. The Issuer shall take any and all actions that may
be required of it (including, without limitation, those deemed necessary by the Authority) so
that the interest, if any, on the Series 2002 A Bonds will be and remain excludable from Eross
income for federal income tax purposes, and shall not take any actions or fail to take any
actions (including, without limitation, those deemed necessary by the Authority), the result
of which would adversely affect such exclusion.

Section 7.19. Statutory Mortgage Lien. For the further protection of the
Holders of the Series 2002 A Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, which statutory mortgage lien is hereby recognized and declared to be
valid and binding, shall take effect immediately upon delivery of the Series 2002 A Bonds and
shall be on a parity with the statutory mortgage lien in favor of the Holders of the Prior
Bonds.

Section 7.20. Compliance with Loan Agreement and Law. The Issuer
shall perform, satisfy and comply with all the terms and conditions of the Loan Agresment
and the Act. Notwithstanding anything herein to the contrary, the Issuer will provide the
Council with copies of all documents submitted to the Authority.
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The Issuer also agrees to comply with all applicable laws, rules and regulations
issued by the Authority, the Council or other state, federal or local bodies in regard to the
acquisition and construction of the Project and the operation, maintenance and use of the
System.

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

Section 7.22. Contracts; Public Releases. A. The Issuer shall,
simultaneously with the delivery of the Series 2002 A Bonds or immediately thereafter, enter
into written contracts for the immediate acquisition or construction of the Project.

B. The Issuer shall submit all proposed change orders to the Council for
written approval. The Issuer shall obtain the written approval of the Council before
expending any proceeds of the Series 2002 A Bonds held in "contingency” as set forth in the
schedule attached to the Certificate of Consulting Engineer. The Issuer shall also obtain the
written approval of the Council before expending any proceeds of the Series 2002 A Bonds
made available due to bid or construction or project underruns.

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

INVESTMENT OF FUNDS; USE OF PROCEEDS

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

Any investment shall be held in and at all times deemed a part of the fund or
account in which such monies were originally held, and the interest accruing thereon and any
profit or loss realized from such investment shall be credited or charged to the appropriate
fund or account. The investments held for any fund or account shall be valued at the lower
of cost or then current market value, or at the redemption price thereof if then redeemable
at the option of the holder, including the value of accrued interest and giving effect to the
amortization of discount, or at par if such investment is held in the "Consolidated Fund.” The
Commission shall sell and reduce to cash a sufficient amount of such investments whenever
the cash balance in any fund or account is insufficient to make the payments required from
such fund or account, regardless of the loss on such liquidation. The Depository Bank, may
make any and all investments permitted by this section through its own investment or trust
department and shall not be responsible for any losses from such investments, other than for
its own negligence or willful misconduct.

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investments, and shall distribute to the Issuer, at least once each year, or more
often as reasonably requested by the Issuer, a summary of such funds, accounts and
investment earnings. The Issuer shall retain all such records and any additional records with
respect to such funds, accounts and investment earnings so long as any of the Series 2002 A
Bonds are Outstanding and as long thereafter as necessary to comply with the Code and
assure the exclusion of interest, if any, on the Series 2002 A Bonds from gross income for
federal income tax purposes.

Section 8.02. Certificate as to the Use of Proceeds; Covenants as to Use
of Proceeds. The Issuer shall deliver a certificate as to use of proceeds or other similar
certificate to be prepared by nationally recognized bond counsel relating to restrictions on the
use of proceeds of the Series 2002 A Bonds as a condition to issuance of the Series 2002 A
Bonds. Inaddition, the Issuer covenants (i) to comply with the Code and all Regulations from

time to time in effect and applicable to the Series 2002 A Bonds as governmental bonds; (ii)

CH487130.1
50



that it shall not take, or permit or suffer to be taken, any action with respect to the Issuer's
use of the proceeds of the Series 2002 A which would cause any bonds, the interest on which
is exempt from federal income taxation under Section 103(a) of the Code; issued by the
Authority or the Council, as the case may be, from which the proceeds of the Series 2002 A
Bonds are derived, to lose their status as tax-exempt bonds; and (iii) to take such action or
refrain from taking such action, as shall be deemed necessary by the Issuer, or requested by
the Authority, or requested by the Authority or the Council, to ensure compliance with the
covenants and agreemenus set forth in this Section, regardless of whether such actions may
be contrary to any of the provisions of this Resolution.

The Issuer shall annually furnish to the Authority information with respect to the
Issuer's use of the proceeds of the Series 2002 A Bonds and any additional information
requested by the Authority,
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ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of the following events shall
constitute an "Event of Default” with respect to the Series 2002 A Bonds:

(1) If default occurs in the due and punctual payment of the
principal of or interest, if any, on the Series 2002 A Bonds; or

(2) If default occurs in the Issuer's observance of any of the
covenants, agreements or conditions on its part relating to the
Series 2002 A Bonds set forth in this Bond Legislation, any
supplemental resolution or in the Series 2002 A Bonds, and such
default shall have continued for a period of 30 days after the
Issuer shall have been given written notice of such default by the
Commission, the Depository Bank, the Registrar, or Paying
Agent, or any other Paying Agent or a Holder of a Bond; or

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

(4) If default occurs with respect to the Prior Bonds or the
Prior Resolution,

Section 9.02. Remedies. Upon the happening and continuance of any
Event of Default, any Registered Owner of a Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in particular,
(i) bring suit for any unpaid principal or interest then due, (ii) by mandamus or other
appropriate proceeding enforce all rights of such Registered Owners including the right to
require the Issuer to perform its duties under the Act and the Bond Legislation relating
thereto, including but not limited to the making and collection of sufficient rates or charges
for services rendered by the System, (iii) bring suit upon the Bonds, (iv) by action at law or
bill in equity require the Issuer to account as if it were the trustee of an express trust for the
Registered Owners of the Bonds, and (v) by action or bill in equity enjoin any acts in
violation of the Bond Legislation with respect to the Bonds, or the rights of such Registered
Owners; provided that, all rights and remedies of the holders of the Series 2002 A Bonds shall
be on a parity with the of the holders of the Prior Bonds.
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Section 9.03. Appointment of Receiver. Any Registered Owner of a Bond
may, by proper legal action, compel the performance of the duties of the Issuer under the
Bond Legislation and the Act, including, the completion of the Project and after
commencement of operation of the System, the making and collection of sufficient rates and
charges for services rendered by the System and segregation of the revenues therefrom and
the application thereof. If there be any Event of Default with respect to such Bonds, any
Registered Owner of a Bond shall, in addition to all other remedies or rights, have the right
by appropriate legal proceedings to obtain the appointment of a receiver to administer the
System or to complete the acquisition and construction of the Project on behalf of the Issuer,
with power to charge rates, rentals, fees and other charges sufficient to provide for the
payment of Operating Expenses of the System, the payment of the Bonds and interest and the
depaosits into the funds and accounts hereby established, and to apply such rates, rentals, fees,
charges or other revenues in conformity with the provisions of this Bond Legislation and the
Act.

The receiver so appointed shall forthwith, directly or by his or her or its agents
and attorneys, enter into and upon and take possession of all facilities of said System and shall
hold, operate and maintain, manage and control such facilities, and each and every part
thereof, and in the name of the Issuer exercise ail the rights and powers of the Issuer with
respect to said facilities as the Issuer itself might do.

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

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

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

PAYMENT OF BONDS

Section 10.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid to the Holders of the Series 2002 A Bonds, the principal of and interest,
if any, due or to become due thereon, at the times and in the manner stipulated therein and
in this Bond Legislation, then the Pledge of Net Revenues and other monies and securities
pledged under this Bond Legislation and ail covenants, agreements and other obligations of
the Issuer to the Registered Owners of the Series 2002 A Bonds shall thereupon cease,
terminate and become void and be discharged and satisfied, except as may otherwise be
necessary to assure the exclusion of interest, if any, on the Series 2002 A Bonds from £10ss
income for federal income tax purposes.
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ARTICLE XI

MISCELLANEQUS
Section 11.01. Amendment or Modification of Bond Legislation. Prior to

issuance of the Series 2002 A Bonds, this Resolution may be amended or supplemented in any
way by the Supplemental Resolution. Following issuance of the Series 2002 A Bonds, no
material modification or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the rights of Registered
Owners of the Series 2002 A Bonds shall be made without the consent in writing of the
Registered Owners of the Series 2002 A Bonds so affected and then Outstanding; provided,
that no change shall be made in the maturity of any Bond or Bonds or the rate of interest, if
any, thereon, or in the principal amount thereof, or affecting the unconditional promise of the
Issuer to pay such principal and interest, if any, out of the funds herein pledged therefor
without the consent of the Registered Owner thereof. No amendment or modification shall
be made that would reduce the percentage of the principal amount of Bonds, required for
consent to the above-permitted amendments or modifications. Notwithstanding the foregoing,
this Bond Legislation may be amended without the consent of any Bondholder as may be
necessary to assure compliance with Section 148(f) of the Code relating to rebate
requirements or otherwise as may be necessary to assure the excludability of interest, if any,
on the Series 2002 A Bonds from gross income of the holders thereof.

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

Section 11.03. Severability of Invalid Provisions. If any section,
paragraph, clause or provision of this Resolution should be held invalid by any court of
competent jurisdiction, the invalidity of such section, paragraph, clause or provision shall not
affect any of the remaining provisions of this Resolution, the Supplemental Resolution, or the
Series 2002 A Bonds.

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

Section 11.05. Conflicting Provisions Repealed; Prior Resolution. Al
orders or resolutions, or parts thereof, in conflict with the provisions of this Resolution are,
to the extent of such conflict, hereby repealed; provided that, in the event of any conflict
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between this Bond Legislation and the Prior Resolution, the Prior Resolution shall control
(unless less restrictive), so long as the Prior Bonds are outstanding.

Section 11.06. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to happen, to be performed or
to be taken precedent to and in the adoption of this Resolution do exist, have happened, have
been performed and have been taken in regular and due time, form and manner as required
by and in full compliance with the laws and Constitution of the State of West Virginia
applicable thereto; and that the Chairman, Secretary and members of the Governing Body
were at all times when any actions in connection with this Resolution occurred and are duly

in office and duly qualified for such office.

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

(a) The maximum amount of the Series 2002 A Bonds to be
issued;

(b) The maximum interest rate and terms of the
Series 2002 A Bonds authorized hereby;

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

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

(e) The date that the formal application for a certificate of
public convenience and necessity is to be filed with the Pubiic
Service Commission of West Virginia.

Section 11.08. Effective Date. This Resolution shall take effect
mmmediately upon adoption.
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Adopted this 15th of March, 2002.

l_‘“‘M -
IR Fr KA <z

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 15th day of March, 2002,

Dated: March 19, 2002.

o il & Ny

Secretary

03/07/02
378080.00002
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL AMOUNT, DATE, MATURITY DATE,
REDEMPTION PROVISION, INTEREST RATE, INTEREST
AND PRINCIPAL PAYMENT DATES, SALE PRICES AND
OTHER TERMS OF THE WATER REVENUE BONDS,
SERIES 2002 A (WEST VIRGINIA INFRASTRUCTURE
FUND), OF HARDY COUNTY PUBLIC SERVICE DISTRICT:
APPROVING AND RATIFYING THE LOAN AGREEMENT
RELATING TO THE BONDS; AUTHORIZING AND
APPROVING THE SALE OF THE BONDS TO THE
WEST VIRGINIA WATER DEVELOPMENT AUTHORITY;
DESIGNATING A REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK; AND MAKING OTHER PROVISIONS
AS TO THE BONDS.

WHEREAS, the Public Service Board (the " Governing Body") of Hardy County
Public Service District (the "Issuer") has duly and officially adopted a bond resolution, on
March 15, 2002 (the "Bond Resolution" or the "Resolution"), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS,
BETTERMENTS, IMPROVEMENTS AND EXTENSIONS TO
THE EXISTING PUBLIC WATERWORKS FACILITIES 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 $1,215,824 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2002 A (WEST VIRGINIA INFRASTRUCTURE
FUND); PROVIDING FOR THE RIGHTS AND REMEDIES OF
AND SECURITY FOR THE REGISTERED OWNERS OF
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SUCH BONDS; AUTHORIZING EXECUTION AND
DELIVERY OF ALL DOCUMENTS RELATING TO THE
ISSUANCE OF SUCH BONDS; APPROVING, RATIFYING
AND CONFIRMING A LOAN AGREEMENT RELATING TO
SUCH BONDS; AUTHORIZING THE SALE AND
PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH
BONDS AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

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

WHEREAS, the Bond Resolution provides for the issuance of Water Revenue
Bonds, Series 2002 A (West Virginia Infrastructure Fund), of the Issuer (the "Bonds" or the
"Series 2002 A Bonds"), in the principal amount not to exceed $1,215,824, and has
authorized the execution and delivery of the loan agreement relating to the Series 2002 A
Bonds, including all schedules and exhibits attached thereto (the "Loan Agreement"), by and
between the Issuer and the West Virginia Water Development Authority (the "Authority "),
on behalf of the West Virginia Infrastructure and Jobs Development Council (the "Council "),
all in accordance with Chapter 16, Article 13A and Chapter 31, Article 15A of the
West Virginia Code of 1931, as amended (collectively, the "Act"); and in the Bond
Resolution it is provided that the form of the Loan Agreement and the exact principal amount,
date, maturity date, redemption provision, interest rate, interest and principal payment dates,
sale prices and other terms of the Bonds should be established by a supplemental resolution
pertaining to the Bonds; and that other matters relating to the Bonds be herein provided for;

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

WHEREAS, the Series 2002 A Bonds are proposed to be purchased by the
Authority pursuant to the Loan Agreement; and

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution") be adopted, that the Loan
Agreement be approved and ratified by the Issuer, that the exact principal amount, the date,
the maturity date, the redemption provision, the interest rate, the interest and principal
payment dates, the sale price and other terms of the Bonds be fixed hereby in the manner
stated herein, and that other matters relating to the Bonds be herein provided for:
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NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
HARDY COUNTY PUBLIC SERVICE DISTRICT:

Section 1.  Pursuant to the Bond Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the Water
Revenue Bonds, Series 2002 A (West Virginia Infrastructure Fund), of the [ssuer, originaily
represented by a single Bond, numbered AR-1, in the principal amount of $1,215,824. The
Series 2002 A Bonds shall be dated the date of delivery thereof, shall finally mature
March 1, 2042, and shall bear no interest. The principal of the Series 2002 A Bonds shall
be payable quarterly, on March 1, June 1, September 1 and December 1 of each year,
commencing September 1, 2003 and maturing March 1, 2042, and in the amounts as set forth
in the "Schedule Y" attached to the Loan Agreement and incorporated in and made a part of
the Series 2002 A Bonds. The Series 2002 A Bonds shall be subject to redemption upon the
written consent of the Authority and the Council, and upon payment of the redemption
premium, if any, and otherwise in compliance with the Loan Agreement, so long as the
Authority shail be the registered owner of the Series 2002 A Bonds.

Section2.  Allother provisions relating to the Bonds and the text of the Bonds
shall be in substantially the form provided in the Bond Resolution.

Section 3.  The Issuer does hereby authorize, approve, ratify and accept the
Loan Agreement, including all schedules and exhibits attached thereto, a copy of which is
incorporated herein by reference, and the execution and delivery of the Loan Agreement by
the Chairman, and the performance of the obligations contained therein, on behalf of the
Issuer, are hereby authorized, directed, ratified and approved. The Issuer hereby affirms all
covenants and representations made in the Loan Agreement and in the application to the
Council and the Authority. The price of the Bonds shall be 100% of par value, there being
no interest accrued thereon, provided that the proceeds of the Bonds shall be advanced from
time t0 time as requisitioned by the Issuer,

Sectiond.  The Issuer does hereby appoint and designate Branch Banking and
Trust Company, Charleston, West Virginia, to serve as Registrar (the "Registrar") for the
Series 2002 A Bonds under the Bond Resolution and does approve and accept the Registrar's
Agreement to be dated the date of delivery of the Bonds, by and between the Issuer and the
Registrar, and the execution and delivery of the Registrar's Agreement by the Chairman, and
the performance of the obligations contained therein, on behalf of the Issuer, are hereby
authorized, approved and directed.

Section 5.  The Issuer does hereby appoint and designate the West Virginia

Municipal Bond Commission, Charleston, West Virginia, to serve as Paying Agent for the
Series 2002 A Bonds under the Bond Resolution,
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Section6.  The Issuer does hereby appoint and designate Capon Valley Bank,
Moorefield, Charleston, West Virginia, to serve as Depository Bank under the Bond
Resolution.

Section 7. Series 2002 A Bonds proceeds in the amount of -0- shall be
deposited in the Series 2002 A Bonds Sinking Fund, as capitalized interest.

Section 8. Series 2002 A Bonds proceeds in the amount of -O- shall be
deposited in the Series 2002 A Bonds Reserve Account.

Section9. The balance of the proceeds of the Series 2002 A Bonds, as
advanced from time to time, shall be deposited in or credited to the Series 2002 A Bonds
Construction Trust Fund for payment of the costs of the acquisition and construction of the
Project, including, without limitation, costs of issuance of the Series 2002 A Bonds and
related costs.

Section 10. The Chairman and Secretary are hereby authorized and directed
to execute and deliver such other documents, agreements, instruments and certificates
required or desirable in connection with the Bonds to be issued hereby and by the Bond
Resolution approved and provided for, to the end that the Series 2002 A Bonds may be
delivered on or about March 19, 2002, to the Authority pursuant to the Loan Apgreement.

Section 11. The acquisition and construction of the Project and the financing
thereof, in part with proceeds of the Bonds, are in the public interest, serve a public purpose
of the Issuer and wiil promote the health, welfare and safety of the residents of the Issuer,

Section 12, The lIssuer hereby determines that it is in the best interest of the
Issuer to invest all monies in the funds and accounts established by the Bond Resolution held
by the Depository Bank until expended, subject to any limitation of the Purchaser with respect
of the proceeds of the Bonds, in repurchase agreements or time accounts, secured by a pledge
of Government Obligations, and therefore, the Issuer hereby directs the Depository Bank to
take such actions as may be necessary to cause such monies to be invested in such repurchase
agreements or time accounts, until further directed in writing by the Issuer. Monies in the
Series 2002 A Bonds Sinking Fund, including the Series 2002 A Reserve Account therein,
shall be invested by the West Virginia Municipal Bond Commission in the West Virginia
Consolidated Fund.

Section 13. The Issuer shall not permit at any time or times any of the
proceeds of the Bonds or any other funds of the Issuer to be used directly or indirectly in a
manner which would result in the exclusion of the Bonds from the treatment afforded by
Section 103(a) of the Internal Revenue Code of 1986, as amended, and the temporary and
permanent regulations promulgated thereunder or under any predecessor thereto (the
"Code"), by reason of the classification of the Bonds as "private activity bonds" within the
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Section 15. This
Option hereof.

Supplementa] Resolution shall be effective immediately



Adopted thjg 15th day of March, 2002,

HARDY copyn TYPUBLIC SERVICE DISTRICT

“

By: % @'éui A4 é :5‘5‘2
Chairman
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IC-1
(10/2/01)

LOAN AGREEMENT

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

HARDY COUNTY PUBLIC SERVICE DISTRICT
(Governmental Agency)

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

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

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

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

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



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

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

ARTICLE ]

Definitions

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

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

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

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

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

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

1.7  "Local Bonds" means the revenue bonds to be issued by the
Governmental Agency pursuantto the provisions of the Local Statute, as hereinafter defined,

-
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to evidence the Loan and to be purchased by the Authority, all in accordance with the
provisions of this Loan Agreement.

1.8 "Local Statute" means the specific provisions of the Code of West
Virginia, 1931, as amended, pursuant to which the Local Bonds are issued.

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

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

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

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

ARTICLE II

The Project and the System

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

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

2.3 All real estate and interests in real estate and all personal property
constituting the Project and the Project site heretofore or hereafter acquired shall at all times
be and remain the property of the Governmental Agency, subject to any mortgage lien or
other security interest as is provided for in the Local Statute unless a sale or transfer of all
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or a portion of said property or any interest therein is approved by the Authority and Council.

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

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

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

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

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

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

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

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

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

Conditions to Loan;
Issuance of I.ocal Bonds

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

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

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

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

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

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

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

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

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

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

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

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

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

ARTICLE IV

Local Bonds; Security for Loan;
Repayment of Loan; Interest on Loan;
Fees and Charges

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

Council:

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

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

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

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

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

(b}  Covenants substantially as follows:

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

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

(ii1) That the Governmental Agency shall complete the Project
and operate and maintain the System in good condition;

(iv)  That, except as otherwise required by State law or with
the written consent of the Council and the Authority, the System may not be sold,
mortgaged, leased or otherwise disposed of, except as a whole, or substantially as a whole,
and only ifthe net proceeds to be realized shall be sufficient to pay fully all the Local Bonds
outstanding, with further restrictions on the disposition of portions of the System as are
normally contained in such covenants;

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

(vi)  Thatthe Governmental Agency will carry such insurance
as 1s customarily carried with respect to works and properties similar to the System,
including those specified by Section 2.8 hereof;

(vit) That the Governmental Agency will not render any free
services of the System;

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

(ix)  That, to the extent authorized by the laws of the State and
the rules and regulations of the PSC, all delinquent rates and charges, if not paid when due,
shall become a lien on the premises served by the System;
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(x)  That, to the extent legally allowable, the Governmental
Agency will not grant any franchise to provide any services which would compete with the
System;

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

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

(xii1) That, to the extent authorized by the laws of the State and
the rules and regulations of the PSC, prospective users of the System shall be required to
connect thereto;

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

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

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

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

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

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

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

(xx1) That the Governmental Agency shall, to the full extent
permitted by applicable law and the rules and regulations of the PSC, terminate the services
of any water facility owned by it to any customer of the System who is delinquent in
payment of charges for services provided by the System and will not restore the services of
the water facility until all delinquent charges for the services of the System have been fully
paid or, if the water facility is not owned by the Governmental Agency, then the
Governmental Agency shall enter into a termination agreement with the water provider;

(xxii) That the Governmental Agency shall furnish to the
Authority such information with respect to earnings on all funds constituting "gross
proceeds” of the Local Bonds (as that term is defined in the Internal Revenue Code of 1986,
as amended) from time to time as the Authority may request;

(xxi11) That the Governmental Agency shall submit all proposed
change orders to the Council for written approval. The Governmental Agency shall obtain
the written approval of the Council before expending any proceeds of the Local Bonds held
in “contingency” as set forth in the final Schedule B attached to the certificate of the
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Consulting Engineer. The Governmental Agency shall obtain the written approval of the
Council before expending any proceeds of the Local Bonds available due to
bid/construction/project underruns; and

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

(xxv) That, unless it qualifies for an exception, the
Governmental Agency shall comply with all the requirements of Chapter 21, Article 1C of
the Code of West Virginia, 1931, as amended (the “West Virginia Jobs Act”) and shall
require its contractors and subcontractors to comply with the West Virginia Jobs Act. The
Governmental Agency shall provide the Council and the Authority with a certificate stating
that (I) the Governmental Agency will comply with all the requirements ofthe West Virginia
Jobs Act; (II} the Governmental Agency has included the provisions of the West Virginia
Jobs Act in each contract and subcontract for the Project; (I1T) the Governmental Agency has
received or will receive, prior to entering into contracts or subcontracts, from each contractor
or subcontractor a certificate demonstrating compliance with Section 4 of the West Virginia
Jobs Act or waiver certificates from the West Virginia Division of Labor (“DOL™); and (1V)
the Governmental Agency will file with the DOL and the Council copies of the waiver
certificates and certified payrolls or comparable documents that include the number of
employees, the county and state wherein the employees reside and their occupation,
following the procedures established by the DOL. The monthly requisitions submitted to
the Council shall also certify that the Governmental Agency is monitoring compliance by
its contractors and subcontractors and that the required information has been submitted.

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

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

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

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

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

4.6 The Governmental Agency agrees to expend the net proceeds of the
Local Bonds for the Project within 3 years of the issuance of the bonds which are the source
of money used to purchase the Local Bonds, unless otherwise agreed to by the Council.

ARTICLE V

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

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

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

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

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

ARTICLE VI

Other Agreements of the
Governmental Agency

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

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

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

6.4  The Governmental Agency hereby agrees to give the Authority and the
Council prior written notice of the issuance by it of any other obligations to be used for the
System, payable from the revenues of the System or from any grants for the Project or
otherwise related to the Project or the System.
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6.5  The Governmental Agency hereby agrees to file with the Authority and
the Council upon completion of acquisition and construction of the Project a schedule in
substantially the form of Amended Schedule B to the Application, setting forth the actual
costs of the Project and sources of funds therefor.

ARTICLE VII
Miscellaneous

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

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

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

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

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

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

7.7 ThisLoan Agreement supersedes all prior negotiations, representations
and agreements between the parties hereto relating to the Loan and constitutes the entire
agreement between the parties hereto in respect thereof.
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7.8 The Authority acknowledges that certain terms and requirements in this
Loan Agreement may not be applicable when the Project is financed in part by the West
Virginia Department of Environmental Protection, Office of Abandoned Mine Lands and
under that circumstance those terms and requirements are specifically waived or modified
as agreed to by the Authority and set forth in the Local Act.

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

7.10  This Loan Agreement shall terminate upon the earlier of:
(1) the end of ninety (90) days after the date of execution hereof by

Council if the Governmental Agency has failed to deliver the
Local Bonds to the Authority;

(ii)  termination by the Authority and the Council pursuant to
Section 6.1 hereof’ or

(iif)  payment in full of the principal of and interest on the Loan and
of any fees and charges owed by the Governmental Agency to
the Authority, acting on behalf of the Council.
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IN WITNESS WHEREOF, the parties hereto have caused this Loan
Agreement to be executed by their respective duly authorized officers as of the date executed
below by the Authority.

HARDY COUNTY PUBLIC SERVICE

DISTRICT |

(SEAL) By: 4ty AL epn
Its: Chairman 4

Attest: Date: 3-/9-62-

[ts: Secretary

WEST VIRGINIA WATER

DEVELOPMENT AUTHOQRITY

(SEAL) BW
Its: Director

-Attest: Date: 5\~ o

Its: Secretary-Treasurer
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EXHIBIT A

FORM OF CERTIFICATE OF CONSULTING ENGINEER

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

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

2. The Bonds are being issued for the purposes of (i) )
and (i1) paying certain issuance and other costs in connection therewith.

3. To the best of my knowledge, information and belief, (1) within the
limits and in accordance with the applicable and governing contractual requirements relating
tothe Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by [DEP/BPH/PSC] and any
change orders approved by the Issuer, the Council and all necessary governmental bodies;
(11) the Project, as designed, is adequate for its intended purpose and has a useful life of at
least years 1f properly operated and maintained, excepting anticipated replacements
due to normal wear and tear; (iii) the Issuer has received bids for the acquisition and
construction of the Project which are in an amount and otherwise compatible with the plan
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of financing set forth in the Schedule B attached hereto as Exhibit A and my firm' has
ascertained that all successful bidders have made required provisions for all insurance and
payment and performance bonds and that such insurance policies or binders and such bonds
have been verified for accuracy; (iv) the successful bidders received any and all addenda to
the original bid documents; (v) the bid documents relating to the Project reflect the Project
as approved by the [DEP/BPH/PSC] and the bid forms provided to the bidders contain all
critical operational components of the Project; (vi) the successful bids include prices for
every item on such bid forms; (vii) the uniform bid procedures were followed; (viii) the
Issuer has obtained all permits required by the laws of the State of West Virginia and the
United States necessary for the acquisition and construction of the Project and operation of
the System; (ix) as of the effective date thereof, *the rates and charges for the System as
adopted by the Issuer will be sufficient to comply with the provisions of the Loan
Agreement; (x) the net proceeds of the Bonds, together with all other moneys on deposit or
to be simultaneously deposited and irrevocably pledged thereto and the proceeds of grants,
if any, irrevocably committed therefor, are sufficient to pay the costs of acquisition and
construction of the Project set forth in the Schedule B attached hereto and approved by the
Council; and (xi) attached hereto as Exhibit A is the final amended *“Schedule B - Final
Total Cost of Project, Sources of Funds and Costs of Financing” for the Project.

WITNESS my signature and seal on this day of ,

[SEAL]

By:
West Virginia License No.

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

“If the Rule 42 Exhibit and/or rate structure was prepared by an accountant, then insert
the following: “In reliance upon the certificate of of even date
herewith,” at the beginning of (ix).
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EXHIBIT B

[Opinion of Bond Counsel for Governmental Agency]

[To Be Dated as of Date of Loan Closing]

West Virginia Infrastructure and
Jobs Development Council

980 One Valley Square

Charleston, West Virginia 25301

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

Ladies and Gentlemen:

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

We have examined a certified copy of proceedings and other papers relating
to the authorization of (i) a loan agreement dated , , including all
schedules and exhibits attached thereto (the "Loan Agreement"), between the Governmental
Agency and the West Virginia Water Development Authority (the “Authority"), on behalf
of the West Virginia Infrastructure and Jobs Development Council (the "Council™), and (ii)
the i1ssue of a series of revenue bonds of the Governmental Agency, dated

(the "Local Bonds"), to be purchased by the Authority in accordance with the
provisions of the Loan Agreement. The Local Bonds are issued in the principal amount of
$ , in the form of one bond, registered as to principal and interest to the Authority,
with interest and principal payable quarterly on March 1, June 1, September 1 and December
1 of each year, beginning , 1, , and endmg , 1, , as set
forth in the "Schedule Y" attached to the Loan Agreement and mcorporated in and made a
part of the Local Bonds.

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

We have also examined the applicable provisions of
of the Code of West Virginia, 1931, as amended (the

"Local Statute"), and the bond duly adopted or enacted by the Governmental
Agency on , as supplemented by the supplemental resolution duly adopted by
the Governmental Agency on (collectively, the "Local Act"), pursuant

to and under which Local Statute and Local Act the Local Bonds are authorized and issued,
and the Loan Agreement has been undertaken. The Local Bonds are subject to redemption
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prior to maturity to the extent, at the time, under the conditions and subject to the limitations
set forth in the Local Act and the Loan Agreement.

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

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

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

3. The Govemnmental Agency is a duly organized and validly
existing , with full power and authority to
acquire and construct the Project, to operate and maintain the System, to adopt or enact the
Local Act and to 1ssue and sell the Local Bonds, all under the Local Statute and other
applicable provisions of law.

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

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

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

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

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

Very truly yours,
20
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EXHIBIT C

[Form of Monthly Financial Report]
[Name of Governmental Agency]

[Name of Bond Issue]
Fiscal Year- ___
Report Month:
TOTAL BUDGET
CURRENT YEARTO BUDGET YEAR  YEAR MINUS

ITEM MONTH DATE TO DATE YEAR TO DATE
Gross Revenues
Collected
Operating
Expenses
Other Bond
Debt Payments
(including
Reserve Account
Deposits)
Bond Payments
(include Reserve Account
Deposits)

Renewal and
Replacement Fund
Deposit

Witnesseth my signature this ____ day of

[Name of Governmental Agency ]

By:

Authorized Officer
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Instructions for Completing Monthly Financial Report

You will need a copy of the current fiscal year budget adopted by the Governmental Agency
to complete Items | and 2. In Item 1, provide the amount of actual gross revenues for the
current month and the total amount year to date in the respective columns. Divide the budgeted
annual gross revenues by 12. For example, if gross revenues of $1,200 are anticipated to be
received for the year, each month the base would be increased by $100 (1200/12). This is the
incremental amount for the Budget Year to Date column.

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

In Item 3, provide the principal, interest and reserve account payments for all the outstanding
bonds of the Governmental Agency other than this Loan.

In Item 4, provide the principal, interest and reserve account payments for this Loan. You need
to call the Municipal Bond Commission for the exact amount of these payments and when they
begin.

In Item 5, provide the amount deposited into the Renewal and Replacement Fund each month.
This amount is equal to 2.5% of gross revenues minus the total reserve account payments
included in Items 3 and 4. If gross revenues are $12,000, the Renewal and Replacement Fund
should have an amount of $300 (2.5% of $12,000), LESS the amount of all reserve account
payments in Items 3 & 4. The money in the Renewal and Replacement Fund should be kept
separate and apart from all other funds of the Governmental Agency.

The Governmental Agency must complete the Monthly Financial Report and forward it to the
Council by the 10™ day of each month, commencing on the date contracts are executed for the
construction of the Project and for 2 years following the completion of the Project. The
Council will notify the Governmental Agency when the Monthly Financial Report no longer
needs to be filed.
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EXHIBITD

[Monthly Payment Form]

West Virginia Water Development Authority
180 Association Drive
Charleston, WV 25311
Re: [Name of bond issue]

Ladies and Gentlemen:

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

Sinking Fund:
Interest S
Principal S
Total: ' S
Reserve Account: S
Witness my signature this _ day of

[Name of Governmental Agency]

By:

Authorized Officer

Enclosure: copy of check(s)
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SCHEDULE X
DESCRIPTION OF LOCAL BONDS

Principal Amount of Local Bonds $2.,000,000
Purchase Price of Local Bonds $2,000,000

The Local Bonds shall bear no interest. Commencing September 1, 2003, principal
of the Local Bonds is payable quarterly. Quarterly payments will be made on March 1, June 1,
September 1 and December 1 of each year as set forth on the Schedule Y attached hereto and
incorporated herein by reference.

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

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

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

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

1. Water Revenue Bond, Series 1988, dated March 15, 1989, issued in the original
aggregate principal amount of $300,000 (the “Series 1988 Bonds™);

2. Water Revenue Bond, Series 1990, dated July 12, 1990, issued in the original
aggregate principal amount of $50,000 (the “Series 1990 Bonds™);

3. Water Revenue Bond, Series 1993, dated June 22, 1993, issued in the original
aggregate principal amount of $330,000 (the “Series 1993 Bonds™);

4. Taxable Water Revenue Bond (Phase I11), Series 1995 A, dated December 18,
1995, issued in the original aggregate principal amount of $320,000 (the
“Series 1995 A Bonds™);

5. Taxable Water Revenue Bond (Wardensville Extension), Series 1995 B, issued
in the original aggregate principal amount of $280,000 (the “Series 1995 B
Bonds™);

6. Water Revenue Bonds, Series 1998 A, dated August 17, 1998, issued in the
aggregate principal amount of $1,215,824 (the “Series 1998 A Bonds™);

7. Water Revenue Bonds, Series 1998 B, dated August 17, 1998, issued in the
aggregate principal amount of $50,000 (the “Series 1998 B Bonds™); and

8. Water Revenue Bonds, Series 2001 A, dated September 18, 2001, issued in the
aggregate principal amount of $650,000 (the “Series 2001 A Bonds™).
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SCHEDULE Y

IF 2000 A
Hardy County Public Service District (West Virginia)
Loan of $1,215,824
40 Years, 0% Interest Rate
Closing Date: March 19, 2002
DEBT SERVICE SCHEDULE
s £k ;
6/01/2002 - - -
9/01/2002 - - -
12/01/2002 - - -
3/01/2003 - - -
60172003 - - -
9/01/2003 7,844.03 - 7.844.03
12/01/2003 7,844.03 - 7.844.03
3/01/2004 7.844.03 - 7.844.03
6/01/2004 7.844.03 - 7.844,03
9/01/2004 7,844,03 - 7,844.03
12/01/2004 7.844.03 - 7,844.03
3/01/2005 7.844.03 - 7.844.03
6/01/2005 7.844.03 - 7,844 .03
9/01/2005 7.844.03 - 7.844.03
12/017/2000 7,844.03 - 7,544.03
3/01/2006 7.844.03 - 7.844.03
6/01/2006 7,844.03 - 7.844.03
9/01/2006 7.844.03 - 7.844.03
12/01/2008 7.844.03 - 7.844.03
30172007 7,644.03 - 844,03
6/01/2007 7.844.03 - 7,844.03
9/01/2007 7.844.03 - 7.844.03
12/01/2007 7.844.03 - 7.844.03
3/01/2008 7.,844.03 - 7.844.03
6/01/2008 7,844.03 - 7.844.03
9/01/2008 7.844.03 - 7.844.03
12/01/2008 7,844.03 - 7,844.03
3/01/2009 7.844.03 - 7.844.03
6/01/2008 7.844.03 - 7.844.03
G/017/2009 7,844.03 - f,844.03
12/01/2009 7,844.03 - 7.,844.03
3/01/2010 7.844.03 - 7.844.03
6/01/2010 7.844.03 - 7.844.03
o/01/2010 7,844.03 - 7.844.03
12/0172010 f,844.03 - 7,644.03
3/01/2011 7.844.03 - 7.844.03
&/01/2011 7.844.03 - 7.844.03
9/01/2011 7.844.03 - 7.844.03
12/01/2011 7.844.03 - 7.844.03
3/01/2012 7.844.03 - 7,844.03
86/01/2012 7.844.03 - 7.844.03
9/01/2012 7.844.03 - 7.844.03
12/01/2012 7,844.03 - 7.,844.03
3/01/2013 7,844.03 - 7,844.03
6/017/2013 7.844.03 - 7,844.03
9/01/2013 7.844.03 - 7.844.03
12/01/2013 7,844.03 - 7.844.03

File = Hardy County Public Service District Loans.sf-IF 3-12-02

Ferns, Baker Watts
3/12/2002 4:48 PM

West Virginia Public Finance Office



Hardy County Public Service District (West Virginia)
Loan of §1,215,824
40 Years, 0% Interest Rate
Closing Date: March 19, 2002
DEBT SERVICE SCHEDULE
VRO A R
3/01/2014 . 7,844.03
6/01/2014 7,844.03 - 7,844.02
SI0172074 7.84403 : 784403
12/01/2014 7,844.03 - 7,844,03
3/01/2015 7,844,03 - 7,844.03
6/01/2015 7.844.03 . 7.844.03
9/01/2015 7,844.03 - 7,844.03°
T2I0772075 784403 = 7.843.03
3/01/2016 7,844.03 - 7,844.03
6/01/2016 7.844.03 . 7,844.03
9/01/2016 7.844.03 - 7.844.03
12/01/2016 7,844.03 - 7,844.03
310772077 7.843.03 = 7.844.03
6/01/2017 7,844.03 - 7,844.03
9/01/2017 7,844.03 - 7.844.03
12/01/2017 7,844.03 - 7,844.03
3/01/2018 7,844.03 - 7.844.03
072078 754403 = 7.844.03
9/01/2018 7.844.03 . 7.844.03
12/01/2018 7,844.03 - 7,844.03
3/01/2019 7,844.03 . 7.844.03
6/01/2019 7,844.03 - 7,844.03
o/0172079 784303 = 7.843.03
12/01/2019 7.844.03 - 7,844.03
3/01/2020 7,844.03 - 7.844.03
6/01/2020 7.844.03 . 7,844.03
£/01/2020 7,844.03 - 7,844.03
T2/0772020 7.843.03 - 784403
3/01/2021 7,844.03 - 7,844.03
6/01/2021 7,844.03 . 7,844.03
9/01/2021 7,844.03 - 7.844.03
12/01/2021 7,844.03 - 7.844.03
30172022 7.844.03 = 784403
6/01/2022 7,844.03 . 7.844.03
9/01/2022 7,844.03 . 7.844.03
12/01/2022 7,844,03 - 7.844.03
3/01/2023 7,844.03 - 7,844.03
BI0172023 784403 - 754803
8/01/2023 7.844.03 - 7,844.03
12/01/2023 7,844.03 - 7.844.03
3/01/2024 7,844.03 - 7.844.03
6/01/2024 7,844.03 - 7,844.03
B0 1202% 754403 = 7,844.03
12/01/2024 7,844.03 . 7,844.03
3/01/2025 7,844.03 - 7.844.03
6/01/2025 7.844.03 - 7,844.03
9/01/2025 7,844.03 - 7,844.03

File = Hardy County Public Service District Loans.sf-IF 3-12-02

Ferris, Baker Watts
3/12/2002 4:48 PM

West Virginia Public Finance Office



Hardy County Public Service District (West Virginia)
Loan of $1,215,824
40 Years, 0% Interest Rate
p Closing Date: March 19, 2002
DEBT SERVICE SCHEDULE
r - PP — Sh"ﬁ?ﬂqﬂmﬁﬁiw:mﬂqisﬁsﬁ
12/01/2025 7.844.03 7.,844.03
3/01/2026 7.844.02 - 7.844.02
6/01/2026 7.844.02 - 7.844.02
8/01/2026 7.844.02 - 7,844 .02
12/101/2026 - 7.,844.02 - 7.844.02
3012027 7.844.02 - /,844.02
6/01/2027 7.844.02 - 7.844.02
9/01/2027 7,844.02 - 7,844,02
12/01/2027 7.844.02 - 7.844.02
3/01/2028 7,844.02 - 7.844.02
60172028 7,844 (12 - 7,844 .02
&/01/2028 7.844.02 - 7,844.02
12/01/2028 7,844 02 - 7.844.02
3/01/2028 7.844.02 . 7.844.02
6/01/2020 7.844.02 - 7,844.02
90172029 7.044.02 - 7,844 (02
12/01/2029 7.844.02 - 7,844.02
3/01/2030 7.844.02 - 7.844.02
6/01/2030 7.844.02 - 7.844.02
8/0172030 7.844.02 - 7.844.02
1210172030 7,844 .02 - 7,844.02
3/01/2031 7.844.02 - 7.844.02
6/01/2031 7.844.02 - 7.844.02
9/01/2031 7.844.02 - 7.844.02
12/01/2031 7.844.02 - 7.,844.02
3/01/2032 7,844.02 - f,844.02
6/01/2032 7,844 .02 - 7.844.02
8/01/2032 7,844.02 . 7.844.02
1210172032 7.844.02 - 7.844.02
3/01/2033 7.844.02 - 7.844.02
6/01/2033 7,844 .02 - 7,844.02
9/04/2033 7.844.02 - 7.844.02
12/01/2033 7.844.02 - 7,844.02
3/01/2034 7,844.02 - 7.844.02
6/01/2034 7.844.02 - 7.,844.02
9/01/2034 7,844,02 - 7 ,.844.02
1210172034 7.,844.02 - 7.844.02
3/01/2035 7.844.02 - 7.844.02
6/01/2035 7,844.02 - 7,844.02
9/01/2035 7.844.02 - 7.844.02
12/017203D 7,844,002 - {84402
3/01/2036 7.844.02 - 7.844.02
6/01/2036 7.844.02 - 7.844.02
9/01/2036 7.844.02 - 7.,844.02
12/01/2036 7,844.02 - 7.,844.02
SIU172037 f,B844.02 - 7.644.02
6/01/2037 7.844.02 - 7.844.02

File = Hardy County Public Service District Loans.sf-IF 3-12-02

Ferrs, Baker Watts
3/12/2002 4:48 PM
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Hardy County Public Service District (West Virginia)
Loan of §1,215,824
40 Years, 0% Interest Rate
Closing Date: March 19, 2002
9/01/2037 7.844.02 7.844,02
12/01/2037 7.844.02 - 7.844.02
3/01/2038 7.844.02 - 7,844.02
60172038 7.843°02 - 7,844 02
9/01/2038 7.844.02 - 7.844.02
12/01/2038 7.844.02 - 7.844.02
3/01/2039 7,844,02 - 7.,844.02
6/01/2039 7,844.02 - 7.844.02
SI0172059 7,844 .02 - 1.644.02
12/01/2039 7.844.02 - 7,844.02
3/01/2040 7,844.02 - 7.844.02
6/01/2040 7,844,02 - 7,844 02
9/01/2040 7.844.02 - 7.844.02
120172040 7,844,022 - 1,844 .02
3/01/2041 7.844.02 - 7.844.02
6/01/2041 7.844.02 - 7.844.02
9/01/2041 7,844.02 - 7,844.02
12/01/2041 7,844.02 - 7,844 02
310172042 7,844 02 - 1,844.02
Total 1,215,824.00 - 1,215,824.00
YIELD STATISTICS
Bond Year DOllars..... ..o ceonisineniasnanssremsensisssssssscsseasssseserssssssssessssssssssssennsnns 529, 167,55
AVErage LI, ...ttt e s e sy et s s s re e e e et 20.700 Years
AVETEGE COUPOM..eiiiiiinriiririecaresnieteiremeessessesssressatssstsiasstasiesssassasmanssasasssnsssersanss sase -
Net Interest Cost (NIC) ... vecerresi e css it esrerene resaressressressssrersne saneens -
True Interest Cost {TICH oot s se st s see sm e s e e smn e e 1.43E-10
Bond Yield for Arbitrage PUrDOSES.......cvcicieeveccie e cer e e erae e 1.43E-10
1.43E-10

Al INCIUSIVE COSE LAIC).....i i e esas e abesn b e n s tasbe seabeen

IRS FORM 8038
Net Interest COst. ... .. e s rae e s e -
Weighted Average Maturity..........ceceiiiiniiiicnccccer et 20,700 Years

File = Hardy County Public Service District Loans,sf-IF 3-12-02

Ferds, Baker Warts
3/12/2002 4:48 PM
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SCHEDULE Z

None.
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SPECIMEN

bereto and incorporated herein by reference,

This Bond shai bear no interest. Principa) installments of this Bond are
Payable in any coip Of currency which, op the respective dates of payment of such
'mstallments, is legal tender for the Payment of public and Private debts under the laws of the
United States of America, at the office of the West Virginia Municipal Bong Commission,
Charleston, Wegt Virginia (the "Paying Agent").

CH487137.1



"Act"), a Bond Resolution duly adopted by the Issuer on March 15, 2002, and a
Supplemental Resolution duly adopted by the Issuer on March 15, 2002 (collectively, the
"Bond Legislation™), and is subject to all the terms and conditions thereof. The Bond
Legislation provides for the issuance of additional bonds under certain conditions, and such
bonds would be entitled to be paid and secured equaily and ratably from and by the funds and
revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS WITH THE ISSUER’S: (1) WATER REVENUE BOND, SERIES 1988; (2)
WATER REVENUE BOND, SERIES 1990; (3) WATER REVENUE BOND, SERIES 1993;
(4) TAXABLE WATER REVENUE BOND (PHASE III), SERIES 1995 A; (5) TAXABLE
WATER REVENUE BOND (WARDENSVILLE EXTENSION), SERIES 1995 B; (6)
WATER REVENUE BONDS, SERIES 1998 A; (7) WATER REVENUE BONDS, SERIES
1998 B; AND (8) WATER REVENUE BONDS, SERIES 2001 A (COLLECTIVELY, THE
"PRIOR BONDS"). -

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a
parity with the pledge of Net Revenues in favor of the holders of the Prior Bonds, and from
monies in the reserve account created under the Bond Legislation for the Bonds (the
"Series 2002 A Bonds Reserve Account”) and unexpended proceeds of the Bonds. Such Net
Revenues shall be sufficient to pay the principal of and interest, if any, on all bonds which
may be issued pursuant to the Act and shall be set aside as a special fund hereby pledged for
such purpose. This Bond does not constitute an indebtedness of the Issuer within the meaning
of any constitutional or statutory provisions or limitations, nor shall the Issuer be obligated
to pay the same, except from said special fund provided from the Net Revenues, the monies
in the Series 2002 A Bonds Reserve Account and unexpended proceeds of the Bonds,
Pursuant to the Bond Legislation, the Issuer has covenanted and agreed to establish and
maintain just and equitable rates and charges for the use of the System and the services
rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the Systemn, and
to leave a balance each year equal to at least 115% of the maximum amount payable in any
year for principal of and interest, if any, on the Bonds and all other obligations secured by
a lien on or payable from such revenues on a parity with the Bonds, including the Prior
Bonds; provided however, that so long as there exists in the Series 2002 A Bonds Reserve
Account an amount at least equal to the maximum amount of principal and interest, if any,
which will become due on the Bonds in the then current or any succeeding year, and in the
respective reserve accounts established for any other obligations outstanding on a parity with
the Bonds, including the Prior Bonds, an amount at least equal to the requirement therefor,
such percentage may be reduced to 110%. The Issuer has entered into certain further
covenants with the registered owners of the Bonds for the terms of which reference is made
to the Bond Legisiation. Remedies provided the registered owners of the Bonds are

CH487137.1
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exclusively as provided ip the Bond Legislation, to which reference is here made for a
detailed description thereof. '

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of Branch Banking and
Trust Company, Charleston, West Virginia, as registrar (the "Registrar"), by the registered

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

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

_ In accordance with the Tequirements of the Untied States Department of
Agriculture for the issuance of parity obligations, this Bond will be in defauit should any

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that ajj acts,
conditions and things required to exist, happen and be performed precedent to and at the
i Bond do exist, have happened, and have been performed in due time, form

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

CH487137.1



IN WITNESS WHEREOF, HARDY COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be
hereunto affixed and attested by its Secretary, and has caused this Bond tg be dated
March 19, 2002. %

[SEAL]

ATTEST: %

CH437137.1



CH487137.1

CERTIFICATE OF AUTHENTICATI_ON AND REGISTRATION

This Bond is the Series 2002 A Bond described i
Legislation and has been dul

as of the date set forth below

in the within-mentioned Bond
y reglstered in the name of the registered owner set forth above,

Date: March 19, 2002.

BRANCH BANKING AND TRUST
COMPANY, as Reglstrar




EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

1) $166.937 March 19, 2002 _(19) §
@ _ 3 (20) §
B _$ en_$
[CYI (22) $
G _ S (23) _§
6 3 24) $
D _$ (25) §
¢ (26) $
©__$ (27) $
a0 s (28) §
ai1_s (29) §
a2 s (30) $
a3) s @3B1_$
a4 3 (32) §
as s (33) §
a6 s (G4) $
an_s (3% §
as) (36) $

TOTAL $

CH487137.1




Hardy Coun Publi¢ Service District (W, Virginia
L of $1.215 824
40 Years, 0 Interest Rate
Closing|Date: arch 19, 2002
DEBT SERVICE SCHEDULE

Date P 23 OURo 0 P

6/01/200 - - -

9/01/200 . - .

12/01/200; - . N

3/01/200 - - .

6/01/200 - - .
9/01/200 7,844.0 - 7,844 0
124017200 7,844.0 - 7,844.0
301420 7.844.0 - 7.844.0
6/01/20 ! ! 7,844.0 [ . 7,844.0
9/01/20 | 7,844.0 - 7.844.0
12/01/20 7,844.0 - 7,844.0
3017200 7,844.0 | . i 7.844.0

6/01/200
9/01/200

est Virgidia Public Finance Office

| i

] I
3/01/2008 ] -] !
6/01/2004 | | 7,844.0 | - |
9/01/200 | 1 7.844.03 - | [

121011200 | 7.844.0 | -] ! j} ?,844.03!
3/01/200 7,844.0 - 7,844.0
8/01/200 7.844.0 - | 7.844.03
9/01/200 7.844.0 . 7,844.03

12/01/200 7.844.0 - [ 7,844.03
3/01/201 | [ 7.844.0 [ I | 7.844.0 ]
6/01/2010 | 7,844.0 - ] [ I 7.844.0
9/01/201 K 7.844.0 | I -] ! | 7.844.03

12/01/201 | 7.844.03 [ - ] | ! 7.844.03
30112011 7.844.03 I I I 7,844.0%
6/01/2011 7,844.04 [ - ] | ] 7,844.0
9/01/201% 7.844.0 N 7 78440

1200112011 7,844.03 - [ | 7.844.03
301/201 7.844.0 [ - ] ] [ 7,844.03
8/01/204 7.844.0 - [ ] 7,844.0
9/01/201 7,844.0 - I | 78440

121017201 7,844.03 I F - f | I 7.844.09
3/01/2013 7.844.0; [ . f] ! 7.844.03
6/01/7201 7,844.0 - ] 7.844.03
9/01/2013 7.844.0 -1 l 7,844.03
12/01/201 7,844.0 . | | 7,844.03

1 T
Ferris, Baker Warts File = Mirdy Coun Public Service Distrier Loans #.IF 3.10.0

3/12/2002 4.45 P

CH487137.1




§/01/2014
8/01/201

12/01/2014
301/2015
6/01/201 {
9/01/201
12/01/2015

8/01/2014

12/01/2018

[ 340t/20171
8/01/201

8/01/2017]
12/01/201

01/201 [

8/01/201 |
901201
12/01/201

Y01/201g
| 6/01/201
9/01/201

I

l

jt 120012019 ,!
|

I

0172029

8/01/202

]
—
|
|
|
[
!
l
l

9/01/202

1201202d ] |
301/2021

8/01/2021

9/01/2029 i
1200172024 ]

—
|
1
|
|
l
I
| i
‘ | l
301/2022 l] ; - ,l fi 844,
‘ 8/01/20 . 7,844.03
9/01/2027 [ | - ] | 7.844.03
12/01/2027 ] | - | | 7,844 03
01202 | = [ 7,844.03
| 8/01/2023 [ B ! 7,844.03
| g01/2028 | | 7,844.0
12101202 | | | 7.844.03
3/01/2024 | - ] | 7,844 03
6/01/2024) ! I ! | 7.844.0
6/01/202 I I | | 7,844.0%
12/01/202. | I - ! | 7,844.0
3/01/202 . [ | 7,844.0
8/01/202 | i 7,844.03
9/01/2025 844 -] { | 7,844.0
| A T ] j
Fem'f Bakir Warrs r ’ File = Hardy Covary Public Service District Loane lidF 3,920
est Virgiaia Pyblie Finance ce 3/12/2002 4.48 P
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Hard

ounty Publi¢ §

Closing|Date:
DEBT SERVI| E SCHEDULE

ice District West Vi ia
Loan of $1, 715 82
40 Years, o0 Interest Rate

ch 19, 2002

H pa cupoe Ola

12/01/202 7.844.0 - 7,844.0
3/01/202 7,844.0 - 7.844.0
6/01/202 7.844.0 . 7,844.0
8/01/202 7,844.0, - 7.844.0

12/01/20, 7,844,0 - 7.844.0
301720 7,844.0 - 7.844.0
6/01/20 7.844.0 - 7.844.0;
9/01/2027 7,844.0 - 7.844.0

12/01/202 7,844,023 - 7,844.0
3017202 7,844.0 ) - 7,844.0
8/01/202 7.844.0 - 7,844.0
8/01/202 7.844.0 - 7,844.0,

12/01/202; 7,844.0 - 7,844 0
301/20 7.844.0 - 7.844.0
8/01/20 7,844.0 - 7.844,0
9/01/202 7,844.0 . 7,844.0

12/01/202 7.844.0 - 7,844.0
3/01/203 7,844 0; - 7.844.0
6/01/203 7,844.0 - 7,844.0
9/01/2030 7.844.0 - 7,844.0

12/01/2030 7,844.07 - | 7,844,024
3/01/2031 7.844.0 1
8/01/2031 7,844.0 {

5/01/2031 |
12/01/2031 |

7,844.0
7,844.0;

2/01/203

6/01/203
9/01/203

12/01/203;
3/01/20
6/01/2034

8/01/20 !

12/01/2034)

3/01/203
6/01/2025
8/01/203

12/017203
3/01/203

8/01/203
9/01/203
12/01/2036

310172037
6/01/203

I

Ferris, Baker Warrs
est Virginia Public Finance ce

File = Fiardy CounsylPublic Service Discries Longe eam 312
3/12/%

CH487137.1



%

i

i

!

|

T

i

!

|

|

]

10
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ASSIGNMENT

FOR VALUE RECEIVED the undersigned selis, 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:

03/13/02
37808.000002

CH487137.}
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JO I I NSON Charleston, WV 25326-1588
Pric

ATTORNEYS AT LAW (304) 353.8000 (304} 353-8180 Fax

Clarksburg Charleston Morgantown Martinsburg Wheeling Packershurg www.steptoelaw.com

;‘._:: STEPTOE & Bank One Center, Seventh Floor Writer’s Contact Information
_ PO. Box 1588

March 19, 2002

Hardy County Public Service District
Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund)

Hardy County Public Service District
Moorefield, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Infrastructure and Jobs
Development Council
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Hardy County Public
Service District (the "Issuer"), a public service district, public corporation and political subdivision created
and existing under the laws of the State of West Virginia, of its $1,215,824 Water Revenue Bonds,
Series 2002 A (West Virginia Infrastructure Fund), dated the date hereof (the "Bonds").

We have examined the law and certified copies of proceedings and other papers relating to
the authorization of a Joan agreement, dated March 19, 2002, including all schedules and exhibits attached
thereto (the "Loan Agreement"), by and between the Issuer and the West Virginia Water Development
Authority (the "Authority"), on behalf of the West Virginia Infrastructure and Jobs Development Council
(the "Council®), and the Bonds, which are to be purchased by the Authority in accordance with the
provisions of the Loan Agreement. The Bonds are originally issued in the form of one Bond, registered as
to principal only to the Authority, bearing no interest, with principai payable quarterly on March I, June 1,
September 1 and December | of each year, commencing September 1, 2003 and maturing March 1, 2042,
all as set forth in the "Schedule Y" attached to the Loan Agreement and incorporated in and made a part of
the Bonds.

The Bonds are issued under the authority of and in ful) compliance with the Constitution and
stautes of the State of West Virginia, including particularly, Chapter 16, Article 13A and Chapter 31,
Article 15A of the West Virginia Code of 1931, as amended (collectively, the "Act"), for the purposes of
(i) paying a portion of the costs of acquisition and construction of certain improvements and extensions to
the existing public waterworks system of the Issuer (the "Project”); and (ii) paying certain costs of issuance
and related costs,

CH487268.1 9
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Hardy County Public Service District, et a].
Page 2

We have aiso examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on March 15, 2002, as supplemented by a Supplemental Resolution duly adopted by
the Issuer on March 15, 2002 (collectively, the "Bond Legislation™), pursuant to and under which Act and

n the Bonds are authorized and issued, and the Loan Agreement has been entered into,
The Bonds are subject to redemption prior to maturity to the extent, at the time, under the conditions and
subject to the limitations set forth in the Bond Legislation and the I oan Agreement. All capitalized terms
used herein and not otherwise defined herein shall have the Same meanings set forth in the Bond Legislation
and the Loan Agreement when used herein.

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

1. The Issuer is a duly created and validly existing public service district, public
corporation and political subdivision of the State of West Virginia, with ful] power and authority to acquire
and construct the Project, to operate and maintain the System, to adopt the Bond Legislation and to jssue
and sell the Bonds, al| under the Act and other applicable provisions of jaw.

Issuer, is a valid and binding special obligation of the Issuer enforceable in accordance with the terms

€ benefit of the Authority and the Council and cannot be amended by the Issuer
S0 asto affect adversely the rights of the Authority and the Council or diminish the obligations of the Issuer
without the written consent of the Authority and the Council.

5. The Bonds are, under the Act, exempt from taxation by the State of West Virginia
and the other taxing bodies of the State, and the interest on the Bonds, if any, is exempt from personal and

CH487268.1



Hardy County Public Service District, et a].
Page 3

Very truly yours,

t;z@éﬁ:_ﬁ—; 2 \*‘LLQ

- STEPTOE & JOHNSON PLLC

03/08/02
378080.00002

CH487268.1



G €
Juny & Jupy
O NorTh MAIN STrReET

P O. Box 838

OREFIELD WEsT VIRGINIA 26836 (304) 538-7555
WILLIAM H{.J:L;DJ]YI,JJI Mo ELD, FAX (304} S38- rapa
. DAvID s

March 19, 2002

Hardy County Pupjic Service Districy
Water Revenye Bonds, Series 2002 A

{West Vireinia Infrastrucire Fund)

Hardy County Public Service Distrie
Mooreﬁeld, West Virginia

West Virginia Waer Developmen; Authoriry
Charlesron, West Virginia

West Virginia Infrastrucmyre and Jobs
Development Council
Charleston, West Virginia

Steptoe & Johnson PLL ¢
Charlestop, West Virginia

Ladies angd Gentlemen:

of Steproe & Johnson PLLC, as bond counsel, relating to the above-captioped bonds of the Issuer (the
"Bonds™) a Joapn agreement for the Bonds dateqg March 19, 2002 (the "Loan Agreement"), including aj)
schedules ang exhibits arracheqd therero, by and between e Issuer and ihe West Virginia Water
Developmen Authority (the "Authority "), on behalf of the West Virginia Infrastrucryre and Jobs
Deveiopmen Council (the "Council”), the Bond Resolution duly adopred by the Issuer onMarch 135, 2002,
as supplemented by the Supplementa] Resolutipn duly adopred by the Issyer on March |5, 2002
(coHecrich_\', the "Bond Legisiation ). orders of The Coungy Commission of Hardy Counry refating to e
Issuer and e AppoInitment of members of i Pubtic Seryice Board of the Issuer, ang ather documents,
P4Pers. agreemenys. instruments ang certificates relating 1o e Bonds and the Issuer. Al capitalized terms
used herein ang no; otherwise defijed herein shaj) ave the same meaning set fortp g the Bong Legistation
and the [oap Agreemen when used herein,




Hardy County Public Service District, et al.
Page 2

We are of the opinion that:

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

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

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

6. The Issuer has received all permits, licenses, approvals, consents, exemptions, orders,
certificates and authorizations necessary for the creation and existence of the Issuer, the issuance of the
Bonds, the acquisition and construction of the Project, the operation of the System and the imposition of
rates and charges for use of the System, including, without limitation, the receipt of al] requisite orders,
certificates and approvals from The County Commission of Hardy County, the Council and the Public
Service Commission of West Virginia, and has taken any other action required for the impeosition of such
rates and charges, including, without limitation, the adoption of a resolation prescribing such rates and
charges. The Issuer has received the Commission Orders of the Public Service Commission of
West Virginia entered on August 1, 2001, in Case No. 00-1733-PWD-CN and January 14, 2002, in
Case No. 01-0976-PWD-30B, among other things, granting to the Issuer a certificate of public

CH487254 .1



Hardy County Public Service District, et a).
Page 3

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

thereof,

8. 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 tfransactions contemplated by the Loan
Agreement, the Bond Legislation, the Bonds, the acquisition and construction of the Project, the operation
of the Systemn, the validity of the Bonds or the collection of the Gross Revenues or pledge of the Net
Revenues therefor,

policies (1) are in compliance with the contracts; (2) are adequate in form, substance and amount to protect
the various interests of the Issuer; (3) have been executed by duly authorized representatives of the proper

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

Very trul IS,
/’wé}/‘\

JUDY & Zﬁby

03/07/02
378080.00002
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund)

GENERAL CERTIFICATE OF ISSUER AND ATTORNEY ON:

TERMS

NO LITIGATION

GOVERNMENTAL APPROVALS AND BIDDING

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

LAND AND RIGHTS-OF-WAY

MEETINGS, ETC.

9.  CONTRACTORS' INSURANCE, ETC.

10.  LOAN AGREEMENT

11.  RATES

12. PUBLIC SERVICE COMMISSION ORDER

13. SIGNATURES AND DELIVERY

14.  BOND PROCEEDS

15, PUBLICATION OF NOTICE OF BORROWING AND PSC FILING
16.  SPECIMEN BOND

17. CONFLICT OF INTEREST

18.  GRANTS

19. PROCUREMENT OF ENGINEERING SERVICES

20. EXECUTION OF COUNTERPARTS

P NAU R e

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 COUNSEL to the Issuer, hereby certify
in comnection with the Issuer's Water Revenue Bonds, Series 2002 A (West Virginia
Infrastructure Fund), dated the date hereof (the "Bonds"or the "Series 2002 A Bonds "), as
follows:

1. TERMS: Allcapitalized words and terms used in this General Certificate
and not otherwise defined herein shall have the same meaning as set forth in the Bond

CH487142,1 1 2 /



Resolution of the Issuer duly adopted March 15, 2002, and the Supplemental Resolution duly
adopted March 15, 2002 (collectively, the "Bond Legislation"),

2. NO LITIGATION: No controversy or litigation of any nature is now
pending or threatened, Testraining, enjoining or affecting in any manner the issuance, sale or
delivery of the Bonds, the acquisition and construction of the Project, the operation of the
System, the receipt of Grant proceeds or the Net Revenues, or in any way contesting or
affecting the validity of the Bonds or the Grants, or any proceedings of the Issuer taken with
respect to the issuance or sale of the Bonds, the pledge or application of the Net Revenues
or any other monies or security provided for the payment of the Bonds or the existence or the
powers of the Issuer insofar as they relate to the authorization, sale and issuance of the
Bonds, the acquisition and construction of the Project, the operation of the System, the pledge
or application of monies and security or the collection of the Gross Revenues or the pledge
of the Net Revenues as security for the Bonds.

3. GOVERNMENTAL APPROVALS AND BIDDING: All applicable and
necessary approvals, permits, exemptions, consents, authorizations, registrations and
certificates required by law for the acquisition and construction of the Project, the operation
of the System, including, without limitation, the imposition of rates and charges, and the
issuance of the Bonds have been duly and timely obtained and remain in full force and effect.

and delivery by the Issuer of the Loan Agreement, and the Issuer has met all conditions
prescribed in the Loan Agreement. The Issuer will provide the financial, institutional, legal
and managerial capabilities necessary to complete the Project.

There are outstanding obligations of the Issuer which will rank on a parity with the Series
2002 A Bonds as to liens, pledge and source of and security for payment, being the (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 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 "); (vi) Water Revenue Bonds, Series
1998 A, dated August 17, 1998, issued in the aggregate principal amount of $2,000,000 (the
"Series 1998 A Bonds"); (vii) Water Revenue Bonds, Series 1998 B, dated August 17, 1998,
issued in the aggregate principal amount of $50,000 (the "Series 1998 B Bonds "); and (viii)
Water Revenue Bonds, Series 2001 A, dated September 18, 2001, issued in the aggregate

CHa87142.1



below-listed documents hereto attached or delivered herewith or heretofore delivered are true,

CH487142,1

Bond Resolution
Supplemental Resolution

Loan Agreement

Public Service Commission Order

Infrastructure and Jobsg Development Counci Approval

County Commission Orders on the Creation of District

County Commission Orders Appointing Current Boardmembers
Oaths of Office of Current Boardmembers

Rules of Procedure

Affidavit of Publication on Borrowing

Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resolution and Supplemental Resolution
USDA Consent to Issuance of Parity Bonds

Environmenta! Health Services Permit



Evidence of Small Cities Block Grant
Prior Bonds Resclutions

Water Purchase Agreements with Town of Moorefield
and Town of Wardensvilje

6. INCUMBENCY AND OFFICIAL NAME, Etc.: The Proper corporate

acting members, whose names and dates of commencement and termination of current termsg

Date of Date of
Commencement Termination
Name of Office of Office
————Name =
Matthew W. Gapp July 1, 1978 June 30, 2004
Roderick W. Guner January 1, 2001 December 31, 20064
Edward E. Metheny July 1, 2000 June 30, 2006

The names of the duly elected appointed, qualified and acting officers of sajd
Public Service Board of the Issuer for the calendar year 2002 are as follows:

Chairman - Matthew W, Gapp
Vice-Chairman andTreasurer - Roderick W. Gunter
Secretary - Edward E. Metheny

The duly appointed and acting counsel to the Issuer is Judy & Judy in
Moorefield, West Virginia.

7. LAND AND RIGHTS-OF-wAY: All land in fee simple and a]}
rights-of-way and €asements necessary for the acquisition and construction of the Project and
the operation and maintenance of the System have been acquired or can and wil] be acquired
by purchase, or, if necessary, by condemnation by the Issuer ang are adequate for such

8. MEETIN GS, 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

CH487142 .3



al s
Chapter 6, Article 94 of the West Virginia Code of 1931, as amended, and a quorum of duly
elected or appointed, as applicable, qualified and acting members of the Governing Body was
Present and acting at all times during all such meetings. All notices required to be posted
and/or published were so posted and/or published.

11. RATES: The Issuer has recejved the Commission Order of the
Public Service Commission of West Virginia entered on January 14, 2002, in Case No.
01—0976~PWD-30B, approving the rates and charges for the services of the Systern, and has
adopted a resolution prescribing such rates and charges. The time for appeal of such
Commission Order has expired prior to the date hereof without any appeal.

12. PUBLIC SERVICE COMMISSION ORDER: The Issuer has
received the Commission Order of the Public Service Commission of West Virginia entered
on August 1, 2001, in Case No. 00- 1733-PWD-CN among other things, granting to the Issuer
a certificate of public convenience and necessity for the Project and approving the financing
for the acquisition and construction of the Project. The time for appeal of such Commission
Order has expired prior to the date hereof without any appeal having been filed.

undersigned Chairman did officially sign ali of the Bonds of the aforesaid issue, consisting

CH487142 .1



15, PUBLICATION OF NOTICE oF BORROWING AND PSC
FILING: The Issuer has published any required notice with Tespect to, among other things,
the acquisition and construction of the Project, anticipated user rateg and charges, the

16. SPECIMEN BOND: Delivered ctoncurrently herewith is a trye and

io
to the Depository Bank. For purposes of this Paragraph, a "substantia) financial interest"
shall jnclude, without limitation, an mnterest amounting to more thap 5% of the particular

18, GRANTS: As of the date hereof, the Small Cities Block Grant in the
amount of $250,000 is committed and ip full force and effect.

19, PROCUREMENT OF ENGINEERING SERVICES: The Issuer has
complied in ajl fespects with the requirements of Chapter 5G, Article 1 of the West Virginia
Code of 1931, ag amended, in the procurement of engineering services to be paid from
Proceeds of the Bonds.

20. EXECUTION OF COUNTERPARTS: This document may be

€xecuted in one or more Counterparts, each of which shall be deemed an original and al] of
which shall constitute but one and the same document,

CH487142 4



WITNESS our signatures and the officj
DISTRICT on this 19th day of March, 2002.

[CORPORATE SEAL]
SIGNATURE
. g

01/16/02
378080.00002
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Reveme Bonds, Serieg 2002 A
(West Virginia Infrastructure Fund)

CERTIFICATE OF EN GINEER
=== 1L OF ENGINEER

I, H. Wood Thrasher, Registered Professional Engineer, West Virginia Licenge
No. 9478, of Thrasher Engineering, Inc., Clarksburg, Wegt Virginia, hereby certify ag
follows:

1. My fimm is engineer for the acquisition and construction of certain
additions, betterments, Improvements and extensions, (the "Project") to the existing public
Waterworks system (the "System") of Hardy County Publijc Service District (the "Issuer") to
be constructed primarily in Hardy County, West Virginia, which acquisition and construction
are being financed in part by the proceeds of the above-captioned bonds (the "Bonds") of the
Issuer. Capitalized terms used herein and not defined herein shal have the same meaning
set forth in the Bond Resolution adopted by the Issuer on March 15, 2002, as Supplemented

Agreement by and between the Issuer and the Authority, on behalf of the West Virginia
Infrastructure ang Jobs Development Counci] (the "Council"), dated March 19, 2007 (the
"Loan Agreement .

2. The Bonds are being issued for the purposes of (i) paying a portion of the
costs of acquisition and construction of the Project; and (i) paying costs of issuance and
related costs.

3. To the best of my knowledge, information and belief, (i) within the limits

and in accordance with the applicable and governing contractual requirements relating to the
Project, the Project has been constructed in general accordance with the approved plans,

CH487181.1 1 ;



WITNESS my signature and sea] on this 19th day of March, 2002.

THRASHER ENGINEERING, INC.

o

(SEAL) oy R

' H.'Wood Thrasher
West Virginia License No. 9478

03/07/02
378080.00002
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ROTH & WHITE, A.C.
CERTIFIED PUBLIC ACCOUNTANTS
202 Tunnelton Street
Kingwood, WV 26537
(304} 329-1020

March 19, 2002

Hardy County Public Service District
Water Revenue Bonds, Series 2002A
(West Virginia Infrastructure Fund)

Hardy County Public Service District
Moorefield, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Infrastructure and Jobs
Development Council
Charleston, West Virginia

Ladies and Gentlemen:

Based upon the water rates and charges set forth in the Commission Order of the Public Service
Commission of West Virginia in Case No. 01-0976-PWD-30B, entered January14, 2002, and projected
operation and maintenance expenses and anticipated customer usage as furnished to me by Hardy County
Public Service District (the “Issuer”), it is my opinion that such rates and charges will be sufficient to
provide revenues which, together with other revenues of the waterworks system (the “System™) of the
Issuer, will pay all repair, operation and maintenance expenses of the System and leave a balance each
year equal to at least 115% of the maximum amount required in any year for debt service on the Issuer’s
Water Revenue Bonds, Series 2002 A (West Virginia Infrastructure Fund) (the “Bonds™), and all other
obligations secured by a lien on or payable from such revenues on a parity with the Bonds; including the
Prior Bonds.

It is further my opinion that the Net Revenues for the fiscal year following the year in which the
Bonds are issued will be at least 120% of the average annual debt service on the Bonds and the Prior
Bonds. All capitalized terms used herein and not defined herein shall have the same meaning as set forth
in the Bond Resolution authorizing the Bonds.

Very truly yours,

v Wt



HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund)

CERTIFICATE AS TO USE OF PROCEEDS

The undersigned Chairman of the Public Service Board of Hardy County
Public Service District in Hardy County, West Virginia (the "Issuer™), being one of the
officials of the Issuer duly charged with the responsibility for the issuance of $1,215,824
Water Revenue Bonds, Series 2002 A (West Virginia Infrastructure Fund), of the Issuer,
dated March 19, 2002 (the "Series 2002 A Bonds" or "Bonds "), hereby certify as follows:

1. I am one of the officers of the Issuer duly charged with the
responsibility of issuing the Bonds. Iam familiar with the facts, circumstances and estimates
herein certified and duly authorized to execute and deliver this certificate on behalf of the
Issuer. Capitalized terms used herein and not otherwise defined herein shall have the
meanings set forth in the Bond Resolution duly adopted by the Issuer on March 15, 2002 (the
"Bond Resolution "), authorizing the Bonds,

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

3. This certificate is based upon facts, circumstances, estimates and
expectations of the Issuer in existence on March 19, 2002, the date on which the Bonds are
being physically delivered in exchange for an initial advance of $166,937.00 being a portion
of the Series 2002 A Bonds in the principal amount of $1,215,824 (100% par value), and to
the best of my knowledge and belief, the expectations of the Issuer set forth herein are
reasonable,

4, In the Bond Resolution pursuant to which the Bonds are issued, the
Issuer has covenanted that it shall not take, or permit or suffer to be taken, any action with
s use of the proceeds of the Bonds which would cause any bonds, the interest
on which is exempt from federal income taxation under Section 103(a) of the Internal
Revenue Code of 1986, as amended, and the temporary and permanent regulations
promulgated thereunder or under any predecessor thereto {collectively, the "Code"), issued
by the West Virginia Water Development Authority (the "Authority") or the West Virginia
Infrastructure and Jobs Development Council (the "Council"), as the case may be, from
which the proceeds of the Bonds are derived, to lose their status as tax-exempt bonds. The
Issuer hereby covenants to take all actions necessary to comply with such covenant.

CH487138.1 1 ;



5, The Series 2002 A Bonds were sold on March 19, 2002, to the
Authority, pursuant to a foan agreement dated March 19, 2002, by and between the Issuer
and the Authority, on behalf of the Council, for an aggregate purchase price of $1,215,824
(100% of par), at which time, the Issuer received $166,937.00 from the Authority and the
Council, being a portion of the principal amount of the Series 2002 A Bonds. No accrued
interest has been or will be paid on the Series 2002 A Bonds. The balance of the principal

costs of acquisition and construction of certain improvements and extensions to the existing
public waterworks system of the Issuer (the "Project"); and (i) paying certain costs of
issuance of the Bonds and related costs.

7. Within 30 days after the delivery of the Bonds, the Issuer shall enter
into agreements which require the Issuer to expend at least 5 % of the net sale proceeds of the
Bonds on the acquisition and construction of the Project, constituting a substantial binding
comumitment. The acquisition and construction of the Project and the allocation of proceeds
of the Bonds to expenditures for costs of the Project shall commence immediately and shall
proceed with due diligence to completion, and with the €xception of proceeds constituting
capitalized interest, if any, and proceeds deposited in Series 2002 A Bonds Reserve Account,
if any, all of the proceeds from the sale of the Bonds, together with any investment earnings
thereon, will be expended for payment of costs of the acquisition and comstruction of the
Project on or before May 15, 2003. The acquisition and construction of the Project is
expected to be completed by February 15, 2003.

8. The total cost of the Project financed from the proceeds of the Bonds
and the grants described below is estimated at $1,465 .824. Sources and uses of funds for the
Project are as follows:

SOURCES
Gross Proceeds of the Seriés 2002 A Bonds $1,215,824
Small Cities Block Grant 250,000
Total Sources $1,465.824
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USES

Acquisition and Construction of Project $1,445,324
Costs of Issuance $ 20,500
Total Uses $1.465,824

9. Pursuant to Article V of the Bond Resolution, the following special funds
Or accounts have been created or continued relative to the Series 2002 A Bonds:

(1) Revenue Fund;

(2) Renewal and Replacement Fund:

(3}  Series 2002 A Bonds Construction Trust Fund:
(4)  Series 2002 A Bonds Sinking Fund; and

(5)  Series 2002 A Bonds Reserve Account.

10.  Pursuant to Article VI of the Bond Resolution, the proceeds of the Bonds
will be deposited as follows:

As the Issuer receives advances of the monies derived from the sale of the
Series 2002 A Bonds, such monies shall be deposited with the Depository Bank in the
Series 2002 A Bonds Construction Trust Fund and applied solely to Payment of the costs of
the acquisition and construction of the Project and the costs of issuance and related costs.

11. Moneys held in the Series 2002 A Bonds Sinking Fund will be used solely
to pay principal of and interest, if any, on the Series 2002 A Bonds and will not be available
to meet costs of acquisition and construction of the Project. Moneys in the Series 2002 A

if any, on the Series 2002 A Bonds as the same shall become due, when other monies in the
Series 2002 A Bonds Sinking Fund are insufficient therefor. Following acquisition and
construction of the Project, al] investment €arnings on monies in the Series 2002 A Bonds
Sinking Fund and Series 2002 A Bonds Reserve Account, if any, will be withdrawn
therefrom and deposited into the Series 2002 A Bonds Construction Trust Fund during

construction of the Project, and following completion of the Project, will be deposited, not

CH487138.1



less than once each year, in the Revemze Fund, and such amounts will be applied as set forth
in the Bond Resolution.

12, Work with respect to the acquisition and construction of the Project will
proceed with due diligence to completion. The acquisition and construction of the Project
is expected to be completed within ] | months of the date hereof.

13. The Issuer will take such Steps as requested by the Authority to ensure
that the Authority’s bonds meet the requirements of the Code.

14, With the exception of the amount deposited in the Series 2002 A Bonds
Reserve Account, if any, all of the proceeds of the Bonds will be expended on the acquisition
and construction of the Project within 14 months from the date of issuance thereof.

I5.  The Issuer does not expect to sell or otherwise dispose of the Project in
whole or in part prior to the last maturity date of the Bonds.

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

17. Al property financed with the proceeds of the Bonds will be owned and
held by (or on behaif of) a qualified governmental unit.

18.  No proceeds of the Bonds will be used, directly or indirectly, in any trade
or business carried on by any person who is not a governmental unit.

19. The original proceeds of the Bonds wil] not exceed the amount necessary
for the purposes of the issue.

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

21, The Bonds are not federally guaranteed.

22.  The Issuer has retained the right to amend the Bond Resolution

authorizing the issuance of the Bonds if such amendment is necessary to assure that the Bonds
remain governmental or public purpose bonds.

CH487138.1



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

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

26.  The Issuer will comply with instructions as may be provided by the
Authority, at any time, regarding use and investment of proceeds of the Bonds, rebates and

rebate calculations,

27.  To the best of my knowledge, information and belief, the foregoing
€xpectations are reasonable.

CH487138.1



WITNESS my signature on this 19th day of March, 2002.

HARDY COUNTY PUBLIC SERVICE DISTRICT

By: L A /f £ ﬁ"#;w

Its: Chairman /.

01/16/02
378080.00002
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WV MUNICIPAL BOND COMMISSION
8 Capitol Street

Suite 500

Charleston, WV 25301

(304) 558-3971

NEW ISSUE REPORT FORM

Date of Report: March 19, 2002

(See Reverse for Instructions)

ISSUE: Hardv County Public Service District Water Revenue Bonds, Series 2002 A (West Virginia Infrastructure Fund)

ADDRESS: P.O. Box 290. Moorefield, WV 26836

COUNTY: _Hardy

PURPOSE OF ISSUE: New Money: X

Refunding:

ISSUE DATE: March 19, 2002

REFUNDS ISSUE(S) DATED: N/A

CLOSING DATE: March 19, 2002

ISSUE AMOUNT: _$1,215,824.00 RATE: 0%

1ST DEBT SERVICE DUE: September 1. 2003 1ST PRINCIPAL DUE: September 1. 2003
1ST DEBT SERVICE AMOUNT: $ 7.844.03 PAYING AGENT: Municipal Bond Commission
BOND UNDERWRITERS

COUNSEL: Steptoe & Johnson PLLC

Contact Person: John Stump, Esquire
Phone: 353-8196

CLOSING BANK:
Contact Person:
Phone:

KNOWLEDGEABLE ISSUER CONTACT
Contact Person:_Mallie Combs

COUNSEL: Jackson & Kelly PLLC
Contact Person: Samme L. Gee, Esq.
Phone: _ 340-1318

ESCROW TRUSTEE:
Contact Person:
Phone:

OTHER: WV Infrastructure & Jobs Development
Council

Position: Executive Director

Contact Person: Katy Mallory. P.E.

Phone: __(304) 538-3048 Function: _Executive Secretary
Phone: 558-4607
DEPOSITS TO MBC AT CLOSE: __Accrued Interest: $
By: Wire ___Capitalized Interest: $
Check ~ Reserve Account: $
Other $
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire _____To Escrow Trustee: $
Check __ To Issuer $
IGT ~_ ToCons. Invest. Fund  $
____To Other: $

NOTES:

FOR MUNICIPAL BOND COMMISSION USE ONLY:

DOCUMENTS REQUIRED:

TRANSFERS REQUIRED:

CH487147.1
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The purpose of the NEW ISSUE REPORT FORM is to provide the WYV Municipal
Bond Commission with an early warning of three basic facts no later than the day of closing
on any issue for which the Commission is to act as fiscal agent. These are:

1. Formal notification that a new issue is outstanding.
2. Date of first action or debt service.
3. Contact people should we lack documents, information, or funds needed to

administer the issue by the date of the first action or debt service.

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 ail 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.

01/16/02
378080.00002
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund)

ACCEPTANCE OF APPOINTMENT AS DEPOSITORY BANK

Capon Valley Barnk, Moorefield, West Virginia, hereby accepts appointnent
as Depository Bank in connection with the Bond Resolution of Hardy County Public Service
District (the "Issuer ") adopted March 15, 2002, and the Supplemental Resolution of the Issuer
adopted March 15, 2002 (collectively, the "Bond Legislation"), authorizing issuance of the
Issuer's Water Revenue Bonds, Series 2002 A (West Virginia Infrastructure Fund), dated
March 19, 2002, issued in the principal amount of $1,215,824, and agrees {0 Serve as
Depository Bank in comnection with the Bonds, all as set forth in the Bond Legislation.

WITNESS my signature on this 19th day of March, 2002.

CAPON VALLEY BANK

Its: Au{hcl)ﬁ;ed Officer

01/18/02
378080.00002
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund)

ACCEPTANCE QF DUTIES AS REGISTRAR

Branch Banking and Trust Company, Charleston, West Virginia, hereby accepts
appointment as Registrar in connection with the Hardy County Public Service District Water
Revenue Bonds, Series 2002 A (West Virginia Infrastructure Fund), dated March 19, 2002,
issued in the principal amount of $1,215,824 (the "Bonds"), and agrees to perform ail duties
of Registrar in connection with the Bonds, all as set forth in the Bond Legislation authorizing
issuance of the Bonds.

WITNESS my signature on this 19th day of March, 2001.

BRANCH BANKING AND TRUST COMPANY

W)
4

Its: Assistant Vice Presiden/

10/04/01
373350.00001
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund)

CERTIFICATE OF REGISTRATION QF BONDS

Branch Banking and Trust Company, Charleston, West Virginia, as Registrar
under the Bond Legislation and Registrar's Agreement providing for the above-captioned
Bonds of Hardy County Public Service District (the "Issuer”), hereby certifies that on the
date hereof, the single, fully registered Water Revenue Bonds, Series 2002 A (West Virginia
Infrastructure Fund), of the Issuer, dated March 19, 2002, in the principal amount of
$1,215,824, numbered AR-1, was registered as 1o principal only, in the name of
"West Virginia Water Development Authority” in the books of the Issuer kept for that
purpose at our office, by a duly authorized officer on behalf of Branch Banking and Trust
Company, as Registrar.

WITNESS my signature on this 19th day of March, 2002.

BRANCH BANKING AND TRUST COMPANY

By: M Mg_,y
Its: Assistant Vice President / /

01/18/02
378080.00002
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund)

REGISTRAR'S AGREEMENT

THIS REGISTRAR'S AGREEMENT, dated as of the 19th day of March, 2002
by and between HARDY COUNTY PUBLIC SERVICE DISTRICT, a public corporation
and political subdivision of the State of West Virginia (the "Issuer”), and BRANCH
BANKING AND TRUST COMPANY, Charleston, West Virginia (the "Registrar”).

WHEREAS, the Issuer has, contemporaneously with the execution hereof,
issued and sold its $1,215,824 Water Revenue Bonds, Series 2002 A (West Virginia
Infrastructure Fund), in fully registered form (the "Bonds"), pursuant to the Bond Resolution
of the Issuer duly adopted March 15, 2002, and the Supplemental Resolution of the Issuer
duly adopted March 15, 2002 (collectively, the "Bond Legislation™);

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

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

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

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

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

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

4.  As compensation for acting as Registrar pursuant to this Registrar's
Agreement, the Issuer hereby agrees to pay to the Registrar the compensation for services
rendered as provided in the annexed schedule.

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

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

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

ISSUER: Hardy County Public Service District
Post Office Box 290
Moorefield, WV 26836
Attention: Chairman
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REGISTRAR: Branch Banking and Trust Company
300 Summers Street
Post Office Box 1793
Charleston, West Virginia 25326-1793
Attention: Corporate Trust Department

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

9. This document may be executed in one or more counterparts, each of
which shall be deemed an original and all of which shail constitute but one and the same
document.
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IN WITNESS WHEREOF, the parties hereto have respectively caused this

Registrar's Agreement (o be signed in their names and on their behalf, all as of the day and

year first above-written.

HARDY COUNTY PUBLIC SERVICE DISTRICT

By: Zﬁgﬂgﬂg éﬁ%e@
Its: Chairman

BRANCH BANKING AND TRUST COMPANY

%%/%

Tts: Assistant Vice Presidelft

01/18/02
378080/00002
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EXHIBIT A

Bond Legislation included in bond transcript as Documents Nos. 1 and 2.
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HARDY COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1988

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 $300,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BOND, SERIES 1988:
DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BOND; PROVIDING GENERALLY FOR
THE RIGHIS 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 1.0l. Authority for this Resolution. This
Resolution (together with any order or resolutioun supplemental
hereto or amendatory hereof, the ™Bond Legislation”) 1is 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 declarsd that:

A. Hardy County Public Service District (the "Issuer™)
1s a public service district and political subdivision of tha State
of West Virginia in Hardy County of sald 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 is deemed essantial, convenieat, necessary
and desirabla for cthe health, safety, advantage, convenience and
welfare of the inhabitants of the Issuer, and, accordingly, it is
hereby ordersd that thers be acquired and constructad certain



waterworks facilities consisting of a waterworks system comprised of
lines and a tank reservolr, with all necessary appurtenant
facilities (the "Project"), which constitute properties for the
diversion, development, pumping, impounding, treatment, storage,
distribution or furnishing of water to or for the public for
industrial, public, private or other uses (the Project and any
additions and improvements thereto or extensions thereof is herein
called the "System"™) at an estimated cost of $1,033,000, 1in
accordance with the plans and specifications prepared by the
Consulting Engineers, which plans and specifications have heratofore
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 $260,000
will be obtained by a grant from the Department of Housing and Urban
Development (Small Cities Block Graat through the State of
West Virginia). Certain amounts of water will be purchased from the
Town of Moorefield pursuant to a water purchase contract between the
Towa of Moorefield and the Issuer. The acquisition and comstruction
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 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, reserve fund and
other payments provided for herein. .

D. It is deemed necessary for the Issuer to issue its
Water Revenue Bond in the aggregate principal amount of $300,000
(che "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 1interest therein;
interest on the Bond prior to, during and for & months after
completion of such construction to the extent that revenues of the
System are not .sufficlent 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
- financing authorized heraby; 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.



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

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

G. There are no outstanding obligations of the Issuer
which will rank priocr 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 Syatem, including, without limitaciom,
the imposition of rates and charges, and the issuance of the Bond,
or will have so complied prior to issuance of the Bond, including
among other things and without limitation, the consent and approval,
pursuant to the Act and all other provisions of law, of 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 Coatract. Ia '
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 Igsuer and -such Bondholder and the covenants aad
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 [.04. Definitions. 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" or '"Bonds" means the Water Revenue Bond,
Series 1988, authorized hereby to be 1issued, and any bonds on a
paricy therewith authorized teo be issued hereunder.



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

"Bond Registrar” of'"Regis:rar"'means the Issuer, which
shall usually so act by itg Secretary. '

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

“Chairman" means the Chairman of the Governing Body,

"Closing Date" means the date upon which there i3 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 Tssguer. » -

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

"“Consulting Engineer" means Stultz & Associates, Inc.,
Romney, West Virginfa, or any qualified engineer or firm of
engineers which shall at any time hereafter be retalned 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
-acquisition and comstruction 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 period 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 vwhich 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
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which Gross .Proceeds of the Bond are invested

. {other than amounts attributable to an excess
deseribed in this clause (A) of this definitiom
of Excess Investment Earnings], over

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

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

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

"FDIC" means the Federal Deposit Insurance Corporaticu.

"Figcal Year" means each 12-month period beginning on
July_l and ending on the succeeding June 30.

"Govarning Body" means the Public Service Board of the
Issuer. -

_ ‘“Government Obligations” means direct obligations of, or
obligations the primcipal of and interest on which are guaranteed
by, the Unitad 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 tha
sale of the Bond, excluding original procseds
which.become transferred proceeds (determined in
accordance with applicable Regulations) of
obligations issued to refund in whole or in part

the Bond;

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



referenced 1in clause (i) above) or investment
proceeds (as referenced in this clause (ii)) 1in
Nonpurpose lavestments, increased by aay profics
and decreased (if necegsary, below zero) by any
logses on such investments, excluding investment
proceeds . which become ctransferred proceeds
(determined in accordance wich applicable
Regularions) of obligations issued to refund 1in
whole or in part the Bond;

(1i11) Transferred proceeds, namely, original
proceeds of any prior obligatioms, and incerest
earnings and profits less losses resulting from
{nvestment of such original proceeds in
Nonpurpose Lnvestments, which are deemed to
beccme proceeds of the Bond ratably as original
proceeds of the Bond, and interest earnings and
profits resulting from investment of such
original proceeds in Nonpurpose Investments,
discharge the outstanding principal of such
prier obligations, all om the date of such
ratable discharge;

(iv) Sinking fund proceeds, namely,
amounts, other  than  original  proceeds,
investment proceeds or transferrad proceeds (as
referenced in clauses (i) through (1i1) above)
of the Bond, which are held in any fund to the
extent that the Issuer reasonably expects to use
such other fumd to pay Debt Service on the Bond;

(v) Amocunts in the Reserve Fund and in any
other fund established as a reasonably required
regarve or replacement fund; -

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

(vii) Amounts, other than as specified 1in
this definition, used to pay Debt Service on the
Bond; and

(viii) Amounts rTeceived as a result of
investing amounts described in thig definirion.

"Gerein" of "harein" means in this Bond Legislation.



"Investment Property" means any security (as said term ig
defined ia 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 othetr
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 21. 1987, and all amendments thereto.

"Net Proceeds," when used with refersnce to the Bond,
means the face amount of the Bond, plus accrued interest and
premium, 1if any, less original issue discount, if any, and less
proceeds deposited in the Reserve Fund. For purposes of the Private
Business Use limitationa ser forth herein, the term Net Procseds
includes any amounts resulting from the investment of proceeds of
the Bond, without regard to whether or not such iovestment is made
in tax-exempt obligatioms. '

. "Net Revenues" means the balance of the Groass Revenues
remaining after deduction only of Operating Expenses, as hereinaftesr
defined- :

“Nonpurpose Investment” means any Iavestment Property
which 1s acquired with the Gross Proceeds of the Bond and {s not
acquired in order to carry out the governmental purpose of the Bond.

“Operating Expensés” means the current expenses, paid or
accrued, of operation and maintenance of the System and .its
facilitias, and includes, without limiting the generality of the
foregoing, insurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System,
the accumulation of appropriate 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
- Tetention of a sum not to exceed 1/6th of the budgeted Operating
Expenses stated above for the current year as working capital, and
language herein requiring payment of Operating Expenses means also
retention of not to axceed such sum as working capital provided that
all monthly amortization payments upon the Bond and into the Resarve
Fund and the Depreciation Reserve havs besn made to the last monthly
payment dace prior to the date of such retentionm.



"Private Business Use" means use directly or indirectly in
a trade or business carried on by a ratural person, including all
persons “related" to such person within the meaniag of
Section 144(a)(3) of the Code, or 1in any activicy carried on by a
person other than a nacural person, including all persons "related"”
to such person within the meaning of Section 144(a)(3) of the Code,
excluding, however, use by a state or local governmental unic and
use as a member of the general public. All of the foregoing shall
be determined in -accordance with the Code, including, without
limitation, giving due regard to "incidental use," if any, of the
proceeds of cthe issue and/or proceeds used for "qualified
improvements," if any. ' ‘

"Project" shall have the meaning stated in Section 1.023
above, - '

"Purchase Price," for the purpose of computation of the
Tield of the Bond, has the same meaning as the term “issue price” in
Sections 1273(b) and 1274 of the Coda, and, in general, means the
initial offering price of the Bond to the publie (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 13 privately placed, the prica‘baid by the first buyer of the
Bond or the acquisition cost of the first buyer. "Purchase Price,"
for purpogses of computing Yield of Nonpurpose Investments, means the
fair market value of the Nonpurpose Investments on the data of use
of Gross Proceeds of the Bond for acquisition thereof, or if later,
on the date that Investment Property constituting a Nonpurpose
Investment becomes a Nonpurpose Investment of the Bond.

"Purchasar™ means United States Department of Agriculture,
Farmers Home Administration, and any successor thereof.

"Qualifiad Investments" means and includes any of the

- following:

(a) Covernment Oblizations;

{b) Govermmeunt Obligations which have been
stripped of their unmatured interest coupons,
interest coupons stripped from Govermnment
Obligations, and receipts or certificates
evidencing payments from Govermment Obligatioms
or 1interest coupons stripped from Government
Obligations;

(c} Bonds, dabanturss, nates or other
avidencas of indabtadnasa 1asued by any of tha



following ‘agencies: Banks for Cooperatives;
Federal Intermediate Craedit Banks; Federal Home
Loan Bank System; Export-Import Bank of cthe
United States; Federal Land Banks; Gavernment
National Mortgage Association; Tennessee Valley
Authority; or Washington Metropoliran Area
Transit Authority; )

(d) Any bond, ‘debenture, nota,
parcticipation certificate or other similar
obligations issued by the Federal Natiomal
Mortgage Assoclation to the extent such
obligation 1s guaranteed by tha Government
National Mortgage Assoclation or issued by any
other federal agency and backed by the full
faith and credit of the United Statas of
Americaj -

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

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

(g) Repurchase agreements, fully secured
by 1nvestments of the types described 1in
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 saild repurchase agreements
either wust mature as nearly as practicable
coincident with the maturity of said repurchase
agreersnts or must be replaced or increased so
that the market value thereof is always at least
equal to the principal amount of said rapurchase



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 1its 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 statas or political
gubdivisions or agencles thereof, the interest
on which 1is excluded from gross income for
federal income tax purposes, and which are rated
at least "A™ by Moody's Investors Service, Inc.
or Standard & Poor's Corporation.

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

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

"Ravenues"™ or "Gross Revenuas" means all rates, reats,
fees, charges or other income received by the Issuer, or accrued to
the Issuer, or. any department, board, agency or instrumentalicy
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.
"orata™ means the State of West Virginia.

"Surgius Revenues” shall have the meaning set forth in
Section 4.03 hereof. '

"System" means the Project initially, and includes the
_complete waterworks system of the Issuer and all waterworks
facilities owned by the Issuer and all facilities and other property
of every nature, real or personal, now or hareafter owned, held or
used 1in connection with the wacerworks system, and shall also
include any and all additicns, extensions, improvements, properties



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

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

"Yield"” means that yield which, when used in computing the
present worth of all payments of principal and interest (or other
payments 1in  the case of Nonpurpose Investments which require
payments in a form not characterized as principal and interest) om a
Nonpurpose Investment or on the Bond produces an amount equal to the
Purchase Price of such Nonpurpogse Investment. or the Bond, =211
computed as prescribed in applicable Regulations. ' '

Words importing . singular number shall include the plural
number in each case and vice versa; words importing persoss shall
include firms and corporations; and words importing the masculine,
feminipe or neutral gender shall include any other gender.



ARTICLE II

AUTHORIZATION OF ACQUISITION AND
COHSTRUCT;OH_OF THE PROJECT

‘ Secticn 2.0l. Authorization of Acquisicion and
Congtruction of the Project,  There 1is hereby authorized the
acquisition and censtruction of the Project, at an estimated cost of
$1,033,000, in accordance with the plans and specifications wvhich
have bean prepared by the Consulting Engineers, heratofore 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, EXZCUTION,
RECISTRATION AND ISSUE OF BOND

Section 3.01. Authorization of Bond. Subject and
pursuant to the provisions hareof, the Boad of the Issuer, to be
known as "Water Revenue Boad, Serles 1988," 1s hereby authorized o
be 1{ssued 1in the aggregate principal amount of not excsading
$300,000 for the purpose of permanently finareing a portion of the
Costs of the Project.

Section 3.02. Description of Bond. The Bond shall be
initially issued as a single Bond, No. R-l, only as a fully
registered Bond, and shall ba dated the date of delivery thereof.
The Bond shall bear interest from date of delivery, payable monthly
at the rata of 51 per annum and shall be sold for the par value
thereof. ' '

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

Section 3.03. Nezotiability, Registration, Transfer and
Exchange of Bond. Subject to the provisions for transfer of
registration set forth below, the Bond shall be and have all the
qualities and incidents of a negotiable instrument under the Uniform
Commercial Code of the State, but the Bond, and the right to
principal of, and stated intarest 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 herzof, by the party in
wvhose name it 13 registared, 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
executad 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
nev Bond or Bonda in exchange therefor in accordance with this Bond
Legislatien,

 Whenever the Bond ghall be surrendered for registration of
transfer, the Issuer shall executs and deliver a new Bond or Bonds
in authorizad denominations, for a like aggregate principal amount.
The Bond Registrar shall require the payment by ths Bondholder
requesting such transfer of any tax or other goverrmental charge
required to be paid with respect to such transfer, but the Issuer



shall pay any other expenses incurrad by the Bond Ragigtrar wich
respect to guch transfer.

No regiscration of transfer of the Bond shall be permitted -
to be made after the 1l5th day next preceding any installment payment
date on the Bond.

Section 3.04. Bond Registrar. The Issuer shall be the
Bond Registrar and will keep, or cause to be kept by its ageac, at
its offica, sufficient books for the registration and transfer of
the Bond, and, upon presentation for such purpose, the Boud
Registrar shall, under such reascnable regulations as it aay
prescribe, register the Bond initially 1ssued pursuant hereto and
register the transfer, or cause to be registered by 1its agent, on
such boocks, the transfer of the Bond as hereinbefors provided.

The Bond Reglstrar shall accapt the Bond for registratiom -
or transfer only if ownership thereof is to be registarad in tha
name of the Govermment, an individual (including joint ownership), a
corporation, a partnership or a trust, 3ad ounly upon receipt of the
social security number of each individual, the fedaral employer
identification number of each corporation or partnership or the
gocial security numbers of the gettlor and beneficiaries of each
trust and the federal employer 1identification number and date of
each trust and the name of the trustas of each trust and/or such
other identifying number and information as may be required by law.

Section 3.05. Exacution ‘of Bond. The Bond shall be
executed in tha name of the Isguer by tha Chairman and its corporate
seal shall be affixed thersto and attestsd by the Secretary. In
case any one or more of the officers who shall have signed or sealed
the Bond shall ceass to be such officer of the lssuer before the
Bond so signed and sealed have been actually gold and delivered,
such Bond may nevarthelass be sold and delivered as herein provided
and may be issued as if the person who signed or sazaled such Bond
had not caased to hold suchk office. Any Bond may be signed and
sealed on behalf of the Issuer by such person as at the actual time
of the ex2cution of such Bond shall hold the proper office in the
Issuer, although at tha dats of such Bond such person may not havs
held such office or may not have been so authorized.

Section 3.06. Bonds Mutilatad, Destroyed, Stolen or Lost.
In case the Bond shall becoma mutilatad or be destroyed, stolen or
lost, the lssuer may in its discretion issue and deliver a new Bond
of likas tenor as the Bond so mutilated, desstroyed, stolan or lost,
in exchange and substitution for such mutilated Bond or in liau of
and substitution for the Bond destroyad, stolen or lost, and upon
the holdar's furnishing tha Issuer proof of his ownerahip thersof
and complying with such other re:ascnabla ragulationa and conditions




as the Issuer may require. The Bond 30 surrendered shall be
cancelled and held for the account of the Isguer. If the Bond shall
have matured or be about to mature, instead of issuing a substitute
Bond the Lssuer may pay the same, and, 1f such Bond be destroyed,
stolen or lest, without surrendhr'thereof.

Section 3.07. Bond Securaed EI Pledgu of Net Revenues.
The payment of the debt service of the Bond shall be secured
forthwith by a first lien on cthe Net Revenuss derived from the
System, in addition to the statutory mortgage lien on Cthe -System
hereinafter provided for. The Net Revenues derived from the System
in an amount sufficient to pay the principal of and interest on the
Bond, and to make the payments as hereinafter provided, are hareby
irrevocably pledged to the payment of the principal of and interest
on the Bond as the same become dye.,

Section 3.08. Form of Bond. Subject to the provisions
hereof, the text of the Bond and the other datails thereof shall ba
of weubstantially the following tenor, with such .omissions,
insartions and variations as may be authorized or permitted haraby
or any resclution adopted after tha date of adoption hereof and
prior to the issuance thereof:




(FORM OF BOND)

UNITED STATES OF AMERICA
" STATE OF WEST VIRGINIA
HARDY COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1983

$300,000

No. R-1 _ . 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 (the
“Government"), or its registered assigns, at its National . Finance'
Office, 5t. Louis, Missouri, 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 only,
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 installment shall be paid at the ead 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 smount of the loan 1is not advanced at the
‘time of loan clesing, 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 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 1installments, oT any portion

thereof, may be made at any time at cthe option of the Issuer.
Refunds and extra payments, as defined in the regulations of the
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Farmers Home Administration according to the socurce 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 the Issuer to pay the remainingz 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 option of the
Government, be remitted by the Govermment to the holder promptly or,
except for final payment, be retained by the Govermment and remitted
to the holder on either a calendar quarter basis or an aonual
installment due date basis. The effective date of every payment
made by the Issuer, except payments retained and remitted by the
Government on an annual installment due date basis, shall be the
date of the Unitad States Treasury check by which the Governmment
remits - the payment to the holder. The effactive date of any
prepayment retained and remitted by the Govermment to the holdar om
an annual installment due date basis shall be the date of the
prepayment by the Issuer, and the Government will pay the intarest
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 Govermment for the’
collection hereof or to preserve or protect any sacurity herefor, or
otherwise under the terms of any security or other Iinstrument
executed in connection with the loan evidenced herzby, at the option
of the Govermment shall become a part of and bear intarest at the
same rate as the principal of the debt evidanced hereby and be
immediately due and payable by the Issuer to the Goveroment without
demand. The Issuer agrees to use the loan evidenced hereby solely
for purposes authorized by the Goverument.

The Issuer herzby certifies that it is umable to obtain
sufficient credit elsevhere to finance 1its actual needs at
reasonable rates and terms, taking into cousideration prevailing
private and cooperative rates and tarms in or near its community for
loans for similar purposes and periods of time.

This Bond is 1ssued to permanently finance a portion of
the coscts of acquisition and construction of new watervorks
facilities of the Iasuer, and this Bond, together with any
additional bonds ranking on a parity herewith which may be 1issued
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 Tasuer,
is payable 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 statutory
provision or limitation, nor shall the Issuer be obligated to pay
the same or the interest thereon except from the special fund so
provided. :

Registration of this Bond 1is 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 a2 new Bond or Bonds, of authorized denomination
or denominations, for the like principal amount, will be issued to
the transferee in exchange herefor.

This Bond, under the provisions of the Act, i3 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 (herein called the "Act"™), and with a resolution
of the Issuer duly adopted authorizing issuance of this Bond (the
"Bond Legislation").

Lf at any time it shall appear to the Govermment that the
Issuer may be able to cbtain a loan from a responsible cooperative
or private credit source at reasonable rates and terms for loamns for
simllar purposes and pericds of time, the Issuer will, at the
Government's request, apply for and accept such loan in sufficient
amounZ to repay the Government.

This Bond is given as evidence of a loan to the ILssuer
made or insured by the Government pursuant to the Consclidated
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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IN WITNESS WHEREOF, the HARDY COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be executed by its Chairman and {ts
corporate seal to be hereunto affixed or imprinted hereon and
attested by its Secretary, all as of the date hereinabove written.

HARD? COUNTY PUBLIC SERVICE DISTRICT
{(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, Sctate and Zip Code) ’

ATTEST:

(Signature of Attesting Official)

Secretary, Public Service Board
(Title of Attesting Official)

19.



(Form of)

RECORD OF ADVANCES

DATE

AMOUNT

AMOUNT DATE
(s &)
() 3 7) s
) s (8) s
(4) s 9 s
(5)_$ (10)_$
VTOTAL
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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 -appoiat
_ » Attorney to transfer
the said Bond on the books kept for registration of the within Bond
of the said Issuer with full power of substituticn in the premises.

Dated: - - , T,

In the presence of:
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ARTICLE LV

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

Section 4.01. Establishment of Funds and Accounts with
-Depository 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 othar:

(1) Revenue Fund;
(2) Project Construction Account;
(3) ‘Deprecia:ionunes;rve;
(4) Resefve Fund;
7 (5) Earnings Fund; and
{6) Rebate Fund,

- Section 4.02. Bond Proceeds; Profect Consatruction
Account. The proceeds of the Bond shall be deposited in the Project
Construction Account. The moneys in :the Project Coastruction
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 wmunicipal funds under
West Virginia law. Moneys in the Project Construction Account shall
be expended by the Issuer solely for the purposes provided herein.

Amounts 1in the Project Construction Account shall be
disbursed for Costs of the Project upon filing in the official
records pertaining to such account of a certificate of cthe Issuer
describing such digbursement, setting forth the portion, 1if any, of
the Net Proceeds of the Bond to be used for a Private Buginess Use
or to make or finance a loan (other than a loan constituting a
Nonpurpose Investment) to other than a state or local govermmental
unit and certifying that there has been compliance with the
provisions of Section 5.12 hereof relating to the Private Business
Use limitation and the private lcan limitation. Iavestment earnings
and profits on Gross Proceeds of the Bond in the Project
Construction Account shall be transferred to the Earnings Fund upon
recelpt thereof as provided in Section 4.04 hereof. Amounts, if
any, rewmaining in cthe Project Construction Account shall, upon
receipt 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 Yleld not in excess of the Yield of the
Bond and shall bes ctransferred and used for redemption of the Bond
(or a portion thereof) on the interest payment date next succeeding
and the Project Comstruction Account shall be closed.

_ Until completion of acquisition and construction of the
Project, the Issver will additiomally transfer from the Project
Construction Account and pay to the Purchaser on or before the due
date, such sums as shall be from time toc time required to make the
monthly installments on the Bond if there are not sufficienc Net
Revenues to make such monthly payment. '

Pending application as provided in cthis 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 1in accordance with applicable law, in 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 Raserve
Fund, a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Bond remaining unpaid,
together with interest accrued to the date of such payment, the
Issuer 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 Issuer in the Revenue Fund. The Revenue Fund shall

- —~counstitute 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 curreant
Operating Expenses.

(11) The Issuer shall next, on or before

the due date of payment of each installment on
the Bond, transfer from the Revenue Fund and
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remit to the National Finance Office deasignated
In the Bond (or such other place as may be
provided pursuant to the - Bond) the amount
required to pay the interest on the Bond, and to
amortize the principal of the Bond over the life
of the Bond issue. )

(111) The Issuer shall also, on each date
that payment is made as set forth im ({i) 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 wmaximum amount of
principal and interest which will become due om
the Bond in any year, but in no event to exceed
102 of the proceeds of the Bond, until the
amount in the Reserve Fund equals such maximum
amount (the "Minimum Reserve™). After the
Minimum Reserve has been accumulated in che
- Regserve Fund, the Issuer shall monthly deposit .
into the Reserve Fund such part of the moneys
remaining 1ian the Revenue Fund, after such -
provision for payment of monthly installments on
the Bond and for payment of Operating Expenses
of the System, as shall be required to maintain
the Minimum Reserve in the Reserve Fund. Moneys
in the Reserve Fund not required to be
transferred to the Earnings 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 ¢f installments on the Bond, or for
mandatory prepayment of the Bond as hereinafcer
provided, and for no other purpose. -

(iv) The Issuer shall next, on each date
that payments are 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
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  Depreclation
Reserve, other 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 deficiancies for
monthly payments of principal of and interest on
the Bond as the same bacome due, and next to
restore to the Reserve Fund any sum or sums
transferred therefrom ‘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 cto
the Earnings Fund, may be withdrawn by cthe
Issuer and used for extraordinary repairs and
for replacements of equipment and improvements
for the Syscem. or any part thereof.

_ (v) After all the foregoing provisions for
use of moneys in the Revenue Fund have been
fully cowmplied 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 wmoneys 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 1In accordance with applicable
provisions hereof.

The Depoaitory 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 the
Reserve Fund and Depreciation Reserve will be deposited
therein by the Issuer upon transfers of funds from the
Revenue Fund at the times provided herein, together with
written advice stating the amount remitted for deposit
into each such fund.

All che funds set forth in this Section, except with
respect to the Rebate Fund and Excess Investment Earnings
in the Earnings Fund, which shall be held for rebate to
the United States free from any such lien or trusc, shall
constitute trust funds and shall be used only for the
purposes and in the order provided herein, and until so
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used, the Purchaser shall have a liem thereon {other than
such Excess Investment Earnings in the Earnings Fund and
the Rebate Fund as aforesaid) far 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 oaly be used for the purposes set forth in
this Bond Legislation notwichscanding 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 diraction of the
Issuer, shall keep the moneys in the Reserve Fund, the
Depreciation Reserve, the Earnings Fund and the Rebate
Fund 1invested and reinvestad to the fullest extent
possible . in accordance with applicable law, and to tha
extent practicable, ir 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 Fuand and
Rebate TFund shall only be invested in Government
Obligations. 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 markat value, or at cthe redemption
price thereof 1if then redeemable at the option of the
holder, including value of accrued interest and giving
effect to the amortization of discount, or at par if such
investment is held by the "consolidated fund" managed by
the West Virginia State Board of Investments. Any
investment shall be held in and at all times deesmed a part
of the fund or account i1in which such moneys werae
originally held, and interest accruing thereon and any
profit or loss realized from such investment shall be
creditad or charged to the appropriate fund, except to the
extent o:herwiSe provided in Saction 4.04 hereof.

(C) CHANGE OF DEPOSITORY BANK AND FISCAL AGENT. The
- Igsuer may designate another bank insured by FDIC as
Depository Bank and Fiscal Agent 1if the aforesaid bank
should cease for any reason to sarve or if the Governing
Body determines by resolution .that said bank or 1its
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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 Bond, provide evidence that there will be
at least 154 bona fide users upon the System on completion
of the Project, in full compliance with the requirements
and conditions of the Purchaser.

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

(F) TINVESTMENT OF EXCESS BALANCES. The moneys in
excess of the sum insured by the maximum amcunts 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 amunicipal

" funds under the laws of che Stacte. '

(G) REMITTANCES. All remittances made by the ILssuer
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. Rebate of Excess Investment Earnings to the
United States. A. EARNINGS AND REBATE FUNDS. All 1interest
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 if 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 theérein until applied as
herein set forth, (il) interest earnings and profits on amounts in
funds and accounts which do not constitute Gross Proceeds, and
(111) interest earnings and profits on the Rebate Fund shall, upon
receipt by the Depository Bank, be deposited in the Earnings Fund.
In addition, all interest earnings and profits on Gross Proceeds in
funds and accounts held by the Issuer or otherwise shall, upon
receipt, be paid to the Depository Bank for deposit in the Earnings
Fund. Annually, on or before the 30th day following the end of each
Bond Year or on the preceding business day in the event that such
last day is not a business day, the 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 this Section.
Followiag 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 been previocusly
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 1IN GENERAL. The Issuer shall
calculate Excess Investment Earmings in accordance with Subsection C
and shall assure payment of an amount equal to Excess Investment
Earnings to the United States im accordance with Subsactions D and

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 Lnvestment Earnings referenced in
clause (A) of the 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 Investment
Earnings. Said calculations shall be made or caused to be made by
the Issuer in accordance with the following:

(1) Except as provided in (2), in determining the
amount described 1in clause A(i) of the definition of
Excess Investment Earnings, the aggregate amount earned on
Nonpurpose Investments shall include (i) all income
realized undar federal income tax accounting principles
(wvhecher or not the person earning such income is subject
to faderal income tax) with respect to such Nonpurpose
Investments and with respect to the reinvestment of
investment receipts from such Nonpurpose ILaovestments
(without. regard to the transaction costs incurred in
acquiring, darrying, selling or redeeming such Nonpurpose
Investments), including, but not limited to, gain or loss
realized on the disposition of such Nonpurpose Invegtments
(without 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 (relating to original issue discount) and
(11) any wunrealizsd gain or loss as of the ddte of
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retirement of the Bond in the event that any Nonpurpose
Investment is retained after such date.

(2) In determining the amount described in
clause (A} of the definition of Excess Investment
Earnings, Investment Property shall be treated as acquired
for 1its’ 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 deseribed 1in
clause (A)(i1) of che definition of Excess Investment
Earnings, the Yield on the Bond shall be determined baged
on the actual Yield of the Bond during the periocd between
the Closing Date of the Bond and the date the cemputation
is made (wicth adjustments for original issue. discount or
premium)},

{4) 1In determining the amount dascribed in
clause {B) of the definition of Excess Investment
Earnings, all income attributable to the excess described
in clause {(A) of saild definition 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."

(5) In determining the amount of Excess Investment
Earnings, there shall be excluded any amount earned on any
fund or account which i1s used  primarily to achieve a
proper wmatching of revenues and Debt Service within each
Bond Year and which 1s depleted at least once a year
except for a reaaonable carryover amount not in excess of
the greater of 1 year's earnings on such fund or account
or 1/12th of annual Debt Service as well as amounts earned
on sald earnings 1f the gross earnings on such fund or
account for the Bond Year is less than $100,000.

D. PAYMENRT 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 1in
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 Lssuer shall assure that each such installment
is in an amount equal to at least 902 of the Excess Investment
Earnings with respsct to the Gross Proceeds as of the close of the
computation perfod. Not later than 60 days afrer the ratirement of
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the Bond, the Issuer shall direct the Depository Bank to pay from
the Rebate Fund to the United States 100%Z of the theratofore unpaid
Excess Investment Earnings in the Rebate Fund. 1In ths event that -
there are any amounts remaining in the Rebate Fund following the
Payment required by the preceding sentence, the Depository Bank
shall pay said amounts to the Issuer to be used for any lawful
purpese 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 Teports and
statements as may be prescribed by such Regulations. In the event
that, for any reason, amounts in the Rebate Fund are insufficient to
make the payments to the United States which are required by this
Subsection D, the Issuer shall asgsure that such payments are made by
the Issuer to the United States, on a timely basis, from any funds
‘lawfully available therefor.

E. FURTHER OBLIGATION 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 oan an
arm's length basis and that Nonpurpose Investments are acquired at
their fair market value. In the event that Nonpurpose Investments
consist of certificates of deposit or investment contracts,
investment 1in such Nonpurpose Investments shall be made in
accordance with  the procedures described im applicable Regulations
as from time to time in effect.

F.  MAINTENANCE OF RECORDS. The Issuer shall keep, and
retain for a period of 6 years following the retirement of the Bond,
records of the determinations made pursuant to this 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 attorneys, accountants and consultants compensated on
such resagonable basis as the Issuer or the Depository Bank may deem
appropriate.

H. FURTHER AGREEMENT. Notwithstanding the foregoing,
the Issuer further covenants to comply with all Regulations from
time to time 1in 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 the event of a failure to pay to the
United States any amount required under Section 148(f) of the Code,
the Issuer will pay to the United States a penalty in an amount
equal to the sum of 5071 of the amount not paid, plus interest at the
required rate on the portion of the amount which was not paid on the
required date, beginning on such date, unless waivad.
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.0l. General -Statement. So long as the Bond
shall be outstanding and unpaid, or until there shall have been set
apart 1in the Reserve Fund (other than sums required to be
transferred to the Earnings Fund) a sum sufficient to pPrepay 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 Lo 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 Iasuer and the Purchager, . : '

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 1107 of the annual debt service on
the Bond, and sufficient to make the payments required to be made
into the Reserve Fund and Depreciation Reserve and all the necessary
expenses of operating and maintaining the System during such Fiscal
Year, and such rates, feeg and other charges shall not be reduced so
as to be insufficient to provide adequate Revenues for such
purposes. :

Section 5.03. Sale of the System. The System will not be
sold without the prior written consent of the Purchaser so long as
the Bond is outstanding. Such comsent will provide for disposition
of the proceeds of amny such sale.

Section 5.04. Issuance of Additional Parity Bonds or
Obligatiora. No additiomal parity bonds or obligations payable out
of the Revenues of the System or any part thereof shall be 1isgued
after the igssuance 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 expease of construction,
operation and maintenance of the System, procure, carry and
maintain, so long as the Bond remains outstanding, insurance with a
reputable insurande 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 {insurable value
thereof. 1In the event of any damage to or
destruction of any portion of the System, the
Issuer will promptly arrange for the application
of the 'insurance proceeds for the repair or
- reconstruction of such damaged or destroyed
portion. The Issuer will itself, or will
require each contractor and subcontractor to,
obtain and maintain builder’'s risk insurance to
protect the 1interests of the Issuer during
construction of the Project in the full
insurable value therecof.

{(b) Public Liabilicy 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 Bond.

(c) 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 mdy arise from such operation of vehicles,
such 1insurance 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 Therafor and
Performance and Payment Bonds, such bonds to be
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in the amounts of 1007 of the construction
contract, will be required of each prime
contractor, and such payment bonds will be filed
wicth the Clerk of the County Commission of said
County prior to commencement of construction of
the Project inm compliance with West 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 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 initially
in the amount of $50,000 upon the Secretary,
provided, however, that no bond shall be
required insofar as custody of cthe Project
Construction Account is concerned so long as
checks thereon require the signature of a
representative of the Purchasar.

(£) 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 i3 outstanding, the Issuer
will carry insurance 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 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 counstitute the budgst 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.
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Coples of each Annual Budget shall be deliverad to the Purchaser by
" the beglmning of each Fiscal Year, -

If for any reason the Issuer shall not have adopted the
Annual Budget before the first day of any Fiscal Year, it shall
adopt a Budget of Current 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 10Z; 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 maile
immediately to the Purchaser. '

Section 5.07. Covenant “to Proceed and Complate. 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 specificatioms prepared by cthe
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 amd accounts of the Issuer, in
which complete and correct entrizs shall be made of all tramsaccions
relating to the System, and the Purchaser shall have the right at
all reasonable times to imspect 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 Ilasuer
further covenants to comply with the Act with respect to such books,
records and accounts,

Section 5.09. Maintenance of System. The Issuer
covenants that it will continuously operate, in an economical and
efficient manner, and maintain the System as a revanue-producing
utility as herein provided so long as the Boand 13 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 territory served by it and will
not grant or cduse, consent to or allow the granting of any
franchise, permit or other authorization for any person, firm,
corporation, public or private bedy, agency or instrumentality
whatsoever to provide any of the services supplied 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 meaning of Section 148 of the Code and Regulations
promulgated 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 (1) 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 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 Issuer, in respect of property or borrowed money used or
to be used for a Private Business Use; and (i1) and that, in the
event that both (A) in excess of 5% 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 1s, under the terms of the Bond or any underlying
arrangement, directly or indirectly, secured by any iaterest in
property used or to be used for said Private Business Use or in
payments in respect of property used or to be used for said Private
Business Use or is to be derived from paymenta, whether or not to
the Issuer, in respect of property or borrowed money used or to be
used for said Private Business Use, then said excess over sald 5% of
Net Proceeds of the 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 the portion of the Project
to vhich guch Private Business Use is related. All of the foregoing
shall be determined in accordance with the Code.

B. PRIVATE LOAN LIMITATION. The Issuer shall assure
that not in excess of the lesser of 5% of the Net Proceeds of the
Bond or $5,000,000 ara used, directly or indirectly, to make or
finance a8 loan (other than loans consticuting Nonpurpose
Investments) to pefsons 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 be taken if the
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result of the same would be to cause the Bond to be "federally
guaranteed” withia the meaning of -Section 149(b) of the Code and
Regulations promulgated thereunder. :

D. INFORMATION RETURN. The Issuer will timely file all
Statements, instruments and returns necessary to assure the
exemption from taxation of the interest on the Bond, including
without limitation, 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 income tax
pPurposes, and will not take any actions or fai{l to take any actions
the result of which would adversely affect such exclusion.

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

Section 5.14. Events of Default. Each of the following
events i3 hereby declared an “Event of Default™:

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

(B) Failure duly and punctually to observe or
-perform any of the covenmants, conditions and agreements on
the part of tha Issuer contained in the Bond or herein, or
violaticn of or fallure 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
appropriata action in any court of competent jurisdiction, either
for the specific performance of any covenant or agreement, oOT
execution of any power, or for the enforcement of any proper legal
or equitable remedy as shall be deecmed 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 om 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 the Governing Body
in excess of che amount permitted by K 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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ARTICLE VI

RATES, ETC.

Section 6.0l. Initial Schedule ‘of Rates and Charges;
Rules. A. 'The 1initial 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 Qrder
of the Public Service Commission of West Virginia.

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

‘ C. 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. :

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 gsewer bill owved 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 wich 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 services of any nature by the System nor any of the
facilitias; and in che event that the Issuer or any department,
agency, officer or employee thereof should avail {itself or
themselves of the services or facilities of the Syatem, the same
fees, rates and charges applicable to other customers recelving like
services under similar circumstances shall be charged, such charges
shall be paid ad¢ 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
Pay or cause._to be paid, or there shal] 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 gtipulated therein and
in this Bond Legislation, then with respect to the Bond, the pledge
of Net Revenues and other moneys and securities pledged under chis
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 on the-
Bond from gross income for federal income tax purposes, shall
thereupon cease, terminate and become void and be discharged and
satisfied. o

Section 7.02. Modification or Amendment, The  Bond
Legislation may not be modified or amended after final passage
without the prior written conseat of the Purchaser, except that no
consent from the Purchaser shall be required to make such additions,
deletions or modifications as may be necessary to assure compliance
with Section l48(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-l. The Chairman,
Treagurer and Secretary of the Governing Body are hereby authorized
and directed to cause Bond No. R-l, hereby awarded to the Purchaser
pursuant to prior agraement, to be delivered to the Purchaser as
800on a3 the Purchaser will accept such delivery.

Section 7.04. Severabilicy of Invalid Provisions. - If any
one or mors 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 againmst
public policy, or shall for any reason whatsoever be held invalid,
then such covenants, agreements or provisions shall be null and void
and shall be deemed severable from the remaining covenants,
agreements or provisions hereof, and shall in no way affect the
validity of all the other provisions hereof or the Bond.

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 Resolutior (Form FmHA 442-47).

35.



Section 7.06. Table of Contents and Headings. The Table
of Contents and headings of the articles, sectlions and subsections
her=of 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 tg 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 cthat 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 immed{ately upon its adoption. :

Adopted: October 19, 1588

Chairman % 5
Member %

Member

10/18/88
BARD2-A
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HARDY COUNTY PUBLIC SERVICE DISTRICT

AMENDATCRY RESOLUTION

RESOLUTION AMENDING THE RESOLUTION OF HARDY COUNTY PﬁBLIC
SERVICE DISTRICT ENTITLED: J

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 $300,000
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 '

TO MAXE CERTAIN ADDITIONS, DELETIONS AND MODIFICATIONS
NECESSARY TO ASSURE COMPLIANCE WITH SECTION 148(f) 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 (che "Governing Body”) of
HARDY COUNTY PUBLIC SERVICE DISTRICT (the ~Issuer”®) duly and
officially adopted a resolution effactive October 19, 1938 (che "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 $300,000
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
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OF THE HOLDERS OF THE BOND; AND ADOPTING OTHER
PROVISIONS RELATING THERETQ

WHEREAS, the Bond Resolution provides for the Llssuance of
the Water Revenue Bond, Series 1988, of cthe Issuer (the *Bond*), in
an aggregate principal amount of not te exceed $300,000, all in
accordance with Wast Virginia Code, Chapter 16, Article 11a (the
"Act®); and in the Bond Resolution, {t is provided that the Bond
Resolution would be modified and/or amended to make such additions,

" deletions or modifications as may be‘nacessary Co assure compliance
with Section 1l48(f) of tha Internal Revenue Coda of 1986, as amended
(the “Code*), relating to the required rebate of excess invescment
earnings co the United States or otherwise 43 may be necessary to
assure the exemption from federal income taxation of interest on the
Bond, which amendments and/or modifications ars authorized vithout the
consent of the Uniced States Department of Agriculturs, Farmers Home
Adainistration (che "Purchaser”):

WHEREAS, the Bond {is proposed to be purchased by the
Purchaser, and certain changes {n the Code have been enacted and
‘certain changes {n the regulations under the Code are contemplated or
have been promulgated, all of vhich apply, in whole or part, to the
Bond; ' :

WHEREAS, the Governing Body deems it easential, necessary
and desirable that chis amendatory resolutfion (the "Amendatory
Resolution”) be adopted and the Bond Rasolutfion be amended and
modified hereby, and that certain deletions be made ctherefrom, to
assure compliance with Section 148(f) of the Code relating to raquirad
rebate of excess investment earnings to the United Sates and to assure
the exemption from federal 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 Resolucion, the Act and
other applicable provisions of law, chis Amendatory Resolution {s
adopted.

Section 2. The definitions of the terms “Gross
Proceeds,” "Investment Property” and *"Regulations” in Section 1.04 of
the Bond Resolucion are hereby amended to read as follows, with the
deleted language struck out and the new language underlined:
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"Gross Proceéds," EXcepC _as otherwise

provided in the Regulations, means the sun of tha
following amounts: .

(1) original Proceeds, namely, net amounts
received by or for the Issuer a3 a result of the
sale of the Bond, excluding original proceeds
which become transferred Proceeds (determined in
accordance with applicable Regulacions) of
obligacions issued to refund in whole or in parc
the Bond; _

{(ii) Investment proceeds, namely, amounts
‘received at any time by or for the -Isauar, such
as interest and dividends, resulting from the
investment of any original pProceeds (as refereanced
in clause (i) above) or investment proceeds (as
referanced in this clause (11)) in Nonpurpose
Investments, {ncreased by any profits and
decreased (if necessary, below zero) by any losses
on such Investments, excluding investment pProceeds
which become transferred proceeds (determined in
accordance with applicable Regulations) of
obligations issued to refund in whole or in part
the Bond;

(11{) Transferrad pProceeds, namely, original
proceads of any prior obligations, and {nterest
earnings and profits less lossas rasulting from
investment of such original proceeds in Nonpurposa
Investments, which are desemed to become procaeds
of the Bond racably as original proceeds of the
Bond, and intarest earnings and profics resulting
from investment of -  such original proceeds in
Nonpurpose Investments, discharge the outstanding
principal of such prior obligations, all on che
data of such ratable discharge; h

(iv) Sinking fund proceeds of the Boud,
Namely, amounts, other than original proceeds,
investment proceads or transferred proceads (as
referenced in clauses ({) through (L{ii{) above) of
tha Bond, which are held in any fund to tha extent
that the Issuer reasonably expects to use such
other fund to pay Debt Service on the Bond;



{v) Amouncs in-tha-Reserve Fund and in any
other fund established as 4 reasonably required
reserve or replacement fund, with respect to the

Bond:

(vi) Investment Propercy Pledged as securicy
for payment of Debt Service on the Bond by the
Issuer;

(vil) Amouncts, other than ag specified {n chis
" definition, used to Pay Debt Service on che Bond;
o )

(viil) Amounts received ag a resulc of
investing amounts described in this dafinition;

and
(ix) g gther am de: ed 9
eeds unde Code a Q d
s orch hereinbefora o d o
Broceeds. |

"Investment Propercj' means any security (as
said cerm is defined in Section 165(g)(2)(A) or
(B) of cthe Code), obligation, annuity contract ee,

'investmenc-type property or_ residential rental-
Rrovercy for family unjts which {3 not located

ac
w u d u d wh
ou d

a v o d an, excluding,

hovever, obligations the interesc on which is
excluded from gross income, under Section 103 of
the Code, for federal income tax purposes other
than specified private activicy bonds as dafined
in Section 57(a)(5)(C) of the Code.

"Ragulations” means temporary and permanent

regulations promulgated under the Code, applicable
& Bond tima .

Section 3. The twelfth paragraphs of the Bond and the
Bond form set forth tn the Bond Resolution ars hereby amended to read
as follows, with the new languags underlined:

This Bond has been issued under and in full
compliance with the Constiturien and statutes of
the Stace of Wast Virginia, including, among
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othérs, Chapter 16, Arcicla 13A, of the
West Virginia Code (herein called the *Act”), and
with a resolution of the Issuer duly adopted
authorizing issuance of thisg Bond esolutio

amendatory the:eoﬁ'(congggiveLz, the “Bond
Leglsla.l:ion') . ‘

Segtion 4. The first sentance of Section 4,07 of the.
Bond Resolution 1is hereby amended to read as follows, with the pevw
language underlined:

The proceeds of the sale of ths Bond shall

be deposited in the Project Construction Account.

Secetion §. Subsections A, B, C and 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 inceresc
earnings and profiets 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 refarenced in
Subsection C(5) of this Seccion if such earnings
in any 8ond Year are leas chan $100,000, providad

e d t va
{including any "qual{fied 501(c)(3) bopd~ as
d e 45 o _Cod .
average maturicy of the fssue of cthe Rond

) W

unedi—appiied—asherein—serforeh, ({{) Interest

earnings and profits on amounts in funds and
accounts which do not consticuts GrosslProceeds,
amd (111) interesc earnings and profits on the

Rebate Fund,  and ({v) {nrerest earnings and
o ou i d

ou (=]

1
excapted undey the Regularions shall, upon raceipt

the Depository Bank, be deposited in the Earnings
Fund. In addition, all {ntarest earnings and
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profics on CGross Proceeds in funds and accounts
held by che Issuer or otherwise shall, upon
receipt, be paid to the Depository Bank for .
deposit in cthe Earnings Fund. Annually, em—or
before cthe 30cth day "following the end of each
Bond Year or on the preceding business day in the
event that such last day i{s not a business day,
the Depository Bank shall transfar from the
Earnings Fund to the Rebate Fund for purposes of
ultimate payment to the United S5tates an amount
equal to Excess Investment Earnings, all as mors
particularly describaed in this Secticn,
Following cthe <transfer referanced in the
. preceding sentence, the Depository Bank shall
transfer all amounts remaining i{n 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, {f the Bond
shall have been previously pai{d in full, such
amounts remaining on deposit {n the Earnings Fund
shall be pald to the Issuer and used for any
lawful purpose of the Issuer.

B. DUTIES OF ISSUER IN GENERAL. The Issuer
shall calculats Excess Investment Earnings in
accordance with Subsection C and shall assure
payment of an. amount equal to Excess Investment
Earnings to the United Statas {n accordarice vith
Subsections D and E.

© €.  CALCULATION OF EXCESS INVESTMENT
EARNINGS. Within 30 days following the last day

of the first Bond Year, or guch earifer date ag

ed under the , the Issuer
shall calculate, and shall provide written notice
to the Purchaser and Depository Bank of, the
Excass Investment Earnings refarenced in clauss
(A) of the definition of Excass Investment
Earnings. Thereafter, within 30 days following
che last day of each Bond Yaar and within 30 days
following the data of the ratirement of the Bond,
or such earlfer dates as may he required under the
Regulationg, the Issuar shall calculate, and shall
provide written notice te the Purchaser and
Depository Bank of, the amount of Excess
Investment Earnings. Said calculations shall be

6.



-

~

made or caused to be made by the Issuer in

accordance with the following, or i{n accordancsa

with such other requiremen s may be a ab

under the Regulations:

- (1) Except as provided in (2), in
dectermining the amount described In
clause A(L) of che definition of Excess
Investment Earnings, - the aggregate
amount earned on Nonpurpose Invescments
shall include (i) all income realized
under federal income rtax accounting
principles (whether or not the person
earning such income is subject to
federal income tax) with respect to
such Nonpurpose Investments and with
respect to the reinvestment of
investment receipts froa such
Nonpurpose Investments (without regard
to the transaction costs incurred in
acquiring, carrying, selling or
redeeming such Nonpurpose Investments),
including, but not limited to, gain or
loss realized on the disposition of
such Nonpurpose Investments (without
regard to when such gains are taken
into account under Section 453 of the
Coda relating to caxable year of
inclusion of gross income), and income
under Section 1272 of the Code
(relating to the original Issue
discount) and (ii) any unrealized gain
or loss as of the date of retirement of
the Bond in the event that any
Nonpurpose Investment is retained after
such date.

(2) In detarmining the amount
described {n clausa (A) of the
definition of Excess Investment
Earnings, Investment Property shall be
treated as acquired for its falr market
value at the time 1t becomes a
Nonpurpose Invastment, so that gain or
loss on the disposition of such
Investment Property shall ba computed
with reference to such failr market
value as {ts adjusted basis.

7.



(3) In determining the amount
described in clauga (A)(i1) of cthe
definicion of. | Excass Investaent
Earnings, the Yi{eld on the Bond shall
be determined based on the actual Yield
of the Bond during the period between
the Closing Data of the Bond and the
date the computation is made (witch
adjuscments for original {ssue di{scount
or premium).

(4) In determining the amount
described . In clause (B) of che
definition of Excess Investment
Earnings, all income attribucable to
the excess described in clause (A} of
said definicion musc be taken into
account, whether or not that income
exceeds the Yield of the Bond, and no
amount may be ctreated as “negative
arbitraga.”

(3) In dactermining the amount of
Excess Investment Earnings, there shall
be excluded any amount earned on any
fund or account which {s used primarily
to achieve a proper matching of
Tevenues and Debt Service within each
Bond Year and which is depleted at
least once a year except for a
Teasonable carryover amount not 1in
exceas of the greatar of 1 year’'s
earnings on such fund or account or
1/12th of annmual Debt Service (which

Ray include a3 porcion of a fund or
asgount, although not 3 separate and
u a L) as well as

amounts earned on said earnings If che
Zross earnings on such fund or account
for the Bond Year 1is less cthan

$100,000,_provided that. {f che Bond ig
v

vate [~} uding.
"qu. d _501{e)(3) bhond” as
d d unde [*] 4 od
the averags maru of £ [}

h d (derermined cord e wir

Section 147(BY(21(A) of the Coda) {s art
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lea ea and {f the rare of
erest on tha {ssye o
Dot _vary during the term of che {ssue,
amountcs e e d o
. we a ou e
a _ea
dete the Qu _Exce

[nvestment Earnings.

D. PAYMENT TO THE UNITED STATES. The
Issuer shall direct the Depasitory Bank to pay
from the Rebate Fund an amounc equal to Excess
Investment Earnings cto cthe Unitad States in
installments with the first pPayment to be made not
later than 30 days after the end of the Sth Bond
Year and with subsequent payments to be made not
later than 5 years aftar the praceding payment was
due e exte c :
the Regulations. The Issuer shall assurs chat
each such installment is in an amount equal to at
least 90% of che Excess Investment Earnings with
respect to the Gross Proceeds as of the close of
the computation period '

u e - Not later than 60 days
after the retirement of the Bond, the Issuer shall
direct the Depository Bank to pay from the Rebate
Fund to the United States 100% of the theretofors
unpald Excess Investment Earnings in cthe Rebata
Fund. In the event that thera are any_amountcs
remaining in the Rebats Fund following the payment
required by the preceding sentence, the Depository
Bank shall pay said amounts to the Issuer to be
used for any lawful purpose of the Issuer. The
Issuer shall remit payments to the United States
at the address prescribed by the Rasgulations as
the same may be in time to time in effect with
such reports and statements as may be prescribed
by such Ragulations. In tha event thac, for any
. Teason, amounts in the Rebate Fund are
lasufficient to maka the payments to the United
‘States which are required by this Subsection D,
the Issuer shall assure that such payments are
made by the Issuer to the United Statss, on a
timely basis, from any funds lawfully available
thersfor, .




: Jection 6. The Issuer ~acknowledges that regulations
under Section l48(f) of the Code have been or will be Promulgated
which have or may have an effective dats which pracedes the date of
adoption of the Bond Resolution and/or the data of issue of the Bond
and which are, therefore, applicable to the Bond. Such regulations
may alcter the requiremencs necassary for compliance with Section
148(f) of cthe Coda and the requirsments of cthe Bond Resolution
relacing thereto. Accordingly, as provided in the Bond Resolutien,
the Issuar hereby and by the Bond Rasolut#on covenants and agrees tqg
take all actions that may be raquired to comply with Section 148(1)
of the Code and any Cemporary, proposed or final Tegulationsg
thereunder asg may be applicable to the Bond from time to time and thac
it will not take any actions or fall to cake any actions the result
of which would cause a violation of the foregoing Section of the Code
and such regulations, aven {f such actions may be contrary to any
express provision or provisions of the Bond Resolution.

Seccion 7. The schedule of rates and charges for the
services and facilities of the System, as defined in the Bond
Resolution, subject to change consonant with the provisions of the
Bond Resolution and of this Anendatory Resolution, shall be as set
forth in the Final Order of cthe Public Service Commission of West
Virginia, entered on October 26, 1988, Case No. 88-205-W-CN, which
order is incorporated herein by referencs as a part hereof.

Section 8. The Chairman, Secretary and other officers
or members of the Governing Body are hereby authorized and directed
Co execute and deliver such other documents, agreemencs, instrumencs
and certi{ficates required or desirable in connection with the Bond
hereby and by the Bond Resolution approved and provided for, to the
end that cha Bond may be dalivered on or about March 15, 1989, to the
Purchaser.

. It is hereby found and determined that this
Amendatory Rasolution {s necessary to assura compliancs with Section
148(f) of the Code relating to requirad rabate of excess {nvestment
earnings to the Unitad States and to assure the exsmption from federal
income ctaxatcion of i{nterest on the Bond and, therefore, does not
require the consent of the Purchaser. '

Segtion 10. The financing of tha Project by the Bond is
in the public interest, servas a public purpose of the Issuer and will
promote the health, welfare and safety of the residents of the Issuer.

10. -
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2ltered hereby, the Bond Resolution shall continue and Tenain {n full
force and effect ag adopted ang the Bond Resolucion, Lo the 8xtant not
amended, Rodified or altered by thig Amendatory Resolution. and al})
actiong heretofore Caken PUrsuane to pyq Bond Rasolutiou.'are hereby
Tatified, approved and confirmed,

Adopted thig 15th déy of March, 1989,

HARDY COUNTY PUBLIC SERVICE DISTRICT

7 L

Chairman
U' .
enber o
Ecluma ] 5 2y _
Member o (f'
03/13/89
HARDI.SS
37808/838007
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HARDY COUNTY PURLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $50,000
WATER REVENUE BOND, SERIES 1990, OF HARDY COUNTY
PUBLIC 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
BOND; AND PROVIDING WHEN THIS RESOLUTION SHALL
TAKE EFFECT o '

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

ARTICLE T

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.0%. Authority f_oi This Resolution. This

Resolution 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. 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. Flndings and Determinatfons. It is hereby

found, détarmined 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

improvements 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 convenience of the
irhabitants 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 Issuer
consisting of an exteansion of water lines to 11 customers of th;
District at the Forest Glen Subdivision and all necessary appurtenant
facilities (the "Project”), particularly described in and according
to the plans and specifications praparad by the Consulcting 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 facilities of the Issuer, together 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
public purposes of the Issuer and are ordered for the purpose of
meeting and serving public counvenience and necessity. ‘

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

~ D  The estimated maximm cost of the acquisition and
construction of the Project is $100,000, of which $50,000 will ba
obtained from the proceeds of sale of the Bond herein authorizad and
$50,000 from a grant by the Purchaser (as hareinafter 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 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 acquisition and construction of the Project and the financing
authorized hergby; 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.

2.



- G. There is an cutstanding obligation of the Issuer which
will rank on a parity with the Bond as to liens, pledge and source of
and security for payment, being the Watar Ravenue Bond, Saries 1933,
dated March 15, 1989 (the "1988 Bond"), 4issued 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 is 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 issuance 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
thereto, if any (the "Lettar 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
limicacion, the imposition of rates and charges, and the issuance of
the Bond, or will have so complied prior to issuance of the Bond,
including, among other things and without limication, 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 Legislatjon 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.

Sectionrl,OA. Definitions. The following terms shall have

the following meanings herein unless the text otherwise express;y
requires:



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

. "Bond” means the Watar Revenue Bond, Series 1990, authorized

‘hereby. :
"1988 Bond” means the outstanding Water Revenue Bond,

Series 1988, of Issuer described in Section 1.02G hereof,

"Bond Legislation” means this Resolution and all Tesolutions
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 & Associates, Inc.,
Romney, West Virginia, or any qualified engineer or firm of engineers
which shall at amy time hereafter be retained by the Issuer as
Consulting Engineer for the Systen.

"Depository Bank” means South Branch Valley National Bank,
Moorefield, West Virginia, a bank or trust company which 1is 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 hereaftar 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 year beginning on July 1 and ending
on the succeeding June 30,

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

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

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

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



"Letter of Conditions” meahs the Letter of Conditions of
the Purchaser dated December 13, 1989, and all amendments'thereCO,-if
any.

“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
foregoing, insurance prexiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System,
the accumulation of appropriate reserves for charges not anmually
Trecurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally
and regularly included under recognized accounting principles and-
retention of a sum not to exceed 1/6th of the budgeted Operating
Expenses stated above for the current year as working capital, and
language herein requiring pPayment 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 1.02B
above, '

) "Purchaser” or "Government” means United States Department
of Agriculture, Farmers Home Administration, and ‘any successor
thereof, : '

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

(a) Government Obligations;

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

(¢) Bonds,  debentures, notes or other
evidences of indebtedness issued by any of the
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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 1s guaranteed by the Government
- National Mortgage Association or issued by any
other federal agency and backed by the full faith
and credit of the United States of America;

(e) Time accounts (including accounts
evidenced by time certificates of deposit, time
deposits or other similar banking arrangements).
which, to the extant not insured by the FDIC
(hereinbefore defined) or Federal Savings and
Loan Insurance Corporation, shall be secured by
a pledge of CGovernment Cbligations, provided,
that said Government Obligations Pledged either
RUSt 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 of 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 markat
value thereof 1s always at least equal to the
principal amount of said repurchase agreements,

6.



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 Wast 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" Dy Moody's Investors Service or
Standard & Poor's Corporation.

"Registered COwner,” "Bondholder,” "Holder of the Bond” or
any similar term means any person who shall be the registered owmer
of the Bond.

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

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

#1988 Resolution” means the resolution of the Issuer adoptad
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 raceived 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 Practicss.

"Secretary” means the Secretary of the Governming Body.

"System” means the waterworks of the Issuer as improved,
extended, enlarged and expanded by the Project, and includes the
complete waterworks system of the Issuer and all waterworks facilities
owned by the Issuer and all facilities and other property of every
nature, real or personal, now or hersafter owned, held or used in
connection with the waterworks system; and shall also include any and

7.



all additions, extansions, improvements, properties or dther
facilities at any time acquired or constTucted for the waterworks
system of the Issuer.

"Tap Fees” means the fees, {if arny, paid by prospective
customers of the System in order to connect therato. :

Words importing singular number shall include the plural
number in each case and vice versa; 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
CONSTRUCIIOH‘OF THE PROJECT

Section 2.0]. mm:imﬁwmm_ms ction

of the Project. There is hereby authorized the acquisition and

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 111

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3 01. Authorization of Bond: ‘Subject and pursuant
to the provisions of the Bond Legislation, the Bond of the Issuer, to
be known as "Water Revenue Bond, Seriss 1990,” {is hereby authorized
to be issued in the aggregate principal amount of not exceeding
$50,000 for the purpese of fipancing a portion of the cost of the
acquisition and construction of the Project.

: Section 3.02. Descriptjon 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 53
per annum, and shall be sold for the par value thereof.

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

: Section 3.03 O-Mﬂilm,wm.k@s&:m
Exchange of Bonds. The Bond shall be and have all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code
of the State of Vest Virginia, but the Bond, and the right to
principal of and statad interest on the Bond, may only be transferred
by transfer of the Tegistration thereof upon the books required teo be
kept pursuant to Section 3.04 hereof, by the party in whose name it
1s regiscered, 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 except by means of transfer of registration of a Bond
Tepresenting such interest and delivery of a 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 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 Tespect to such transfer.

10.



No registration of transfer of the Bond shall be permitted -
to be made after the 15th day next Preceding any installmenc pPayment
date on the Bond.

. Section 3,04, BRegistrar. 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 prasentation for such purpose, the Registrar shall, under such
_ Teasonable regulations as it may prescribe, register the Bond
initially issued pursuant hereto and register the transfer, or causa
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 Govermment, an individual (including joint ownership), a
corporation, a partnership or a trust, and only upon receipt of the
social security number of each individual, the federal employer
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.

seal shall be affixed 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 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
toe 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 ®ay not
have been so authorized. ~

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

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

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

a first lien on the Net Revenues derived from the System on a parity
with the 1988 Bond in addition to the statutory mortgage lien on the
System hereinafter provided for as to the Bondg, 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. Form of Bopd. Subject to the provisions
hereof, the text of the Bond and the other detalls 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:

12.



(Form of Bénd)

WATER REVENUE BOND, SERIES 1990

. co LIC SERVICE DIS

$50,000

No. 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 1its 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 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 dats 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
pPrepayments may be made as provided hereinbelow. The consideration
herefor shall support any agreement modifying the foregoing schedule
of payments.

_ 1f 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 Farmers Home
Admin{stration according to the source of funds involvesd, shall, after
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payment of interast, be aﬁplied 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.

1f 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 Berrower may, at the option of the
Government, be remitted by the Govermment to the holder promptly or,
except for final payment, be retained by the Government and remitted
to the holder on either a calendar quarter basis or an annual
- Installment due date basis. The effective date of every payment made
by Borrower, except Payments ratained and remitted by the Goverrment
on an annual installment due date basis, shall be the dates 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 anmial 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 heolder. :

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 autherized
by the Government.

Borrower heraby certifies that it is unable to obtain
sufficient credit elsavhere 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 revanues the
reasonable current costs of operation and maintenance of the Systenm.
This Bond does not in any manner constitute an indebtedness of the

\
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Registratiqn of this Bond is transferable by the Tegistered -
owner hereof in person or by his, her or its attorney duly authorized
in writing, ac 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 a new
Bond or Bonds, of authorized denomination or denominations,-for the
like principal amount, will be 1ssued to the transferee in exchange
herefor. :

Uniform Commerciil Code of Ehe 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, Arcicle 13A of the West Virginia
Code, as amended (the "Act”), and a Resolution of the Borrower
authorizing issuance of this Bond (the "Resolution”),

If at any time it shall appear to the Govermment 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 ctime, Borrower will, at the
Government's request, apply for and - accept such loan in sufficient
Smount to repay the Government.

This Bond {3 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 Farmers Home Administration and to i{ts futrure
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 Eﬁecutive Official)

Chairman. Public Service Board

- {Title of Executive Official)

PO, _Box N :
(P. 0. Box No. or Street Address)
Moorefield, West Virginla 26836

(Cirty, State and Zip Code)

ATTEST:

(Signatura of Attesting Official)

eer b g2 Board
(Title of Executive Official)
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(Form of)

0 VANC

AMOUNT DATE AMOUNT
Qs : | (6) §
@) s (1) 8
) 8 - (8) §
(s) ¢ 49 s
£5) 8 ' (10)_ s
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 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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ARTIGLE IV

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

Section 4. 0l. [Establishpent 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) Ravenue Fund (established by the 1988 Resolution and
continued hereby); 7 . .

(2) Projact Construction Account;

(3) Depreciation Raserve (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 Rasolution and
continued hereby); and

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

Section 4,02. PBond Proceeds; Project Construction Account.
The proceeds of the sale of the Bond shall be deposited upon receipt
by the Issuer in the Project Construction Account. The moneys in the
Project Construction Account in excess of the amount insured by FDIC
shall be secured at all 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
Reverues to make such monthly payment.

Pending application as provided in this Section 4.02, money
and -funds in the Project Construction Account shall be investad 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 remalning in the Project
Construction Account shall be disposed of in accordance with the
regulations of the Purchaser. '

section 4.03. Covenantg of the Issuer as to System Revenues
and Funds. So long as any of the Bonds shall be outstanding and
unpaid, or until there shall have been set apart in the Reserve Fund,
a sum sufficient to pay, when due or at the earliest practfcal
Prepayment date, the entire principal of the Bonds remaining unpaig,
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. -

(1{1) 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 0ffice designated
in the Bonds (or such other place as may be
provided pursuant to the Bonds), the amounts

[y
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requirad 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 raspective
aggregate principal amounts thereof outstanding
and on a parity with each other.

(111 The Issuer shall next, on each date
that payment is made as set forth in (1i1) 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 Expensas
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 Rasolution 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
pPlace provided) as the same shall become due or
for prepayment of installments on the Bonds, or
for mandatory prepayment 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.

(1v) ~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 thers has been accumulated in the
Depreciation Reserve the aggregate sum of
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$56,650, and thersaftasr such sums as shall be
required to maintain such amount therein. Moneys
in 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 maka up
any deficiencies for monthly payments of
principal of and interest on the Bonds ag the
same become due, and next to restore to the
Reserve Fund any sum or sums transfarred
therefrom other than pursuant to Section 4.04 of
the 1983 Resolution, all on a pro rata basis.
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 aNny 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
permittad to be retained therein, if any
("Surplus Ravenues”), 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
pPursuant to Section 4.04 of 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 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 Raserve 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.
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All the funds provided for {n this Section, except with
respect to the Rebate Fund and Excess Investment Earnings
(as definad in the 1983 Rasolution) 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 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. : S . _

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 Depesitory 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 value
of accrued interest and giving effect to the amortization
of discount, or at par if such investment is held by the
"consolidated fund” managed by the West Virginia State Board
of Investments. Any investment shall be held in and at all
times deemed a part of the fund or account in which such
' moneys were driginally 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.
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 provisiens of the 1988 Resolution to the
contrary, amy amounts remaining in the Earnings Fund
following transfar to the Rebata Fund pursuant to the last
sentence of Section 4.04A of the 1988 Resolution shall be
transfearred to and deposited in the Revenua Fund and
thereafter immediataly used for prepayment of principal of
the Bonds on a pro rata basis, so 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 ragistered or certified mail to the Purchaser,

D. USER CONTRACTS. The lssuer shall, prior to
delivery of the Bond, provide evidence that thera will be
at least 11 bopg 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 Iin
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 securicy 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 ldentify the fund or
account into which each amount is to be deposirted.

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



ARTICIE V
GENZRAL COVENANTS, ETC.

Section 5.01. General Statement. . Se 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 Rasolution) a sum sufficient to Prepay the
entire principal of the Bonds remaining unpaid, together with interast
accrued and to accrua thereon to the date of prepayment, the covenants
and agreements contained herein shall be and constiture valid and
legally binding covenants between the Issuer and the Bondholder.

Section 5.02. Rates. The Issuer will, in the marmer
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 gervice 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,. fees
and other charges shall not be reduced so as to be insufficient to
provide adequate Revenues for such purposes.

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

sold without the prior written consent of the Purchaser so long as
the Bond 1s 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 comstruction,
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) Fire, Lightning, Vandalism, Malicious
Mischief and Extended Coverage Ingurange, to ba

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 Issuer will promptly arrange for the
application of the insurance proceeds for the
repair or raconstruction of such damaged or
destroyed portion. The Issuer will itself, or
will require each contractor and subcontractor
to, obtain and wmaintain builder’'s risk ingurance
to protect the interests of the Issuer during
construction of the Projsct in the full insurable
value thereof.

(b) Public Liability Insuxance, with limits
of not less than $500,000 for one or more persons
injured or killed in one acecident to protact 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 mot later
than the date of delivery of the Bond.

(c) V¥ehicular Public Lisbility 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 mors persons injured or killed in one
accldent 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) - Herkars' Compensation Coverage for All
Emplovees of the District Eligible Therefor and
Performances and 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 the County
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Section 2,06. Statutory
‘Protection of the Holder of the Bond
the System is granted and created by the Act, which statutory mortgage
lien is hereby recognized and declared to be valid and binding and
shall take effect immediately upon the delivery of the Bond and shall

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) Flood Iﬁ;s:an;z to be procured, to the
extent availables at reasonable cost to the
Issuer.

(f) [Eidelixy 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 such
person at any one time, and initially in the
amount of §50,000 upon the treasurer, provided,
however, that no bend shall be required insofar
as custody of the Project Construction Account is
concerned so long as checks thereon Tequire 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
s0 long as the Bond is outstanding, the Issuer
will carry insurance and bonds or cause imsurance
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 wmay specify, with insurance
carriers or bonding companies acceptable to the
Purchaser.

be for the equal benefit of the Bonds.

Secrion 3.07. Events of Default. Each of the following

events is hereby declared an "Event of Default”:
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(a) Fallure to make payment of any monthly
amortization installment upon -the Bond at the
date specified 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 herein, or violation of or failura to
observe any provision of any pertinent law.

Section 5,08. Enforcement. Upon the happening of any Event

of Default specified above, then, and in every such case, the
Purchaser may proceed to protect and enforce its rights by an
appropriate action in any court of competent jurisdiction, either for
the specific performance of any covenant Or agrasement, or exacution
of any power, or for the enforcement of any proper legal or equitable
remedy as shall be deemed most effectual to protact and enforca 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 Isguer with respect to the System, shall proceed under tha
direction of the court to obtain authorization to increase rates and
charges of the Systam, and shall have the power to collect and rasceive
all revenues and apply the same in such manner as the court may
direct.

Flscal Year; Budget. While the Bond is

outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operated and maintained on a Fiscal Year basis
commencing on July 1 of each year and ending on the following June 30,
which period shall also constitute the budget 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‘Annpal
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. Coples of each Annual Budget
shall be daslivered 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 lst day of any Fiscal Ysar, it shall adopt
a Budget of Currant 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

28.



preceding by more than 10%; and providead further, that adoption of a
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. _

Sectlon 5.10. Compensation of Members of Governing Bedy.
The Issuer hereby covenants and agrees that no compensation for policey
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 comstruction of the Project to completion thereof in
accordance with the plans and specifications prepared by the
Consulting Engineer on file with the Secretary on the date of adoption
hereof, subject to permitted changes. :

Section J.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
Teasonable times to inspect the System and all records, accounts and
data of the Issuer relating therete. '

The Issuer shall, at least once a year, cause sald books,
records and accounts of the System to be properly audited by an
independent competant firm of certified public accountants and shall
mall 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 Bond is outstanding.

Section J.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, comsent to or allow the granting of any franchise,-
permit or other authorization for any person, firm, corporationm,

\
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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 terricory served by the System.



ARTICLE VI
RATES, ETC.

- Inltial $chedule 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 Comzission of ~ West Virginia, entered on
October 26, 1988, Case No. 88-205-W-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 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 Systam to deposit a reasonable and equitable amount to insure
pPayment 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 sarved 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 pramises.
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- . ARTICLE VII
mscau.am:ous )

) . . Def=asance of Bond. If the Issuer shall Pay
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 Tagpect to the Bond, the pladge of RNet
- 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.

- or ' Amendgent. The Bond
Legislation may not be modified or amended after final passage without
the prior written consent of the Bondholder.

Section 7,03. Dellvery 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.

L Section 7.04. Severghbilivy 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
poelicy 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 renaining 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. 198§ Resolution; Conflicting Provisions -
Repealed. The 1988 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. Iable of Contents and Headings. The Table

of Contents and headings of the articles, sactions and subsections
hereof are for convenience only and shall neither control nor affect

2.
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in any way the ne.i:ning or construction of any of the provisions
hereof, - B

: Section 7.07. (Covepant of Due Procedure, Eic. The lssuer
covenants that all acts, conditions, things and procedures Tequirsd
to exist, to happen, to be performed or to be taken prescedent 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 Cemstitution
of the State of West Virginia applicable thereto; and that the
Chairman, Secretary and members of the Governing Body wers at all
times when any actions in comnection with this Resolution occurred and
are duly in office and duly qualified Eor such office,

8. Effective Tlie. This Resolution shall taks
effect lmmediately upon its adoptiom. S

Adopted: July 12, 1990 - .-

Chairman of Publie Servi;%Board

Member

Member
- 07/10/90

- HARDYB .A4
37808/90001
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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 -19%3 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 BEOARD 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 Article 13A, Chapter 16 of

.the West Virginia Code, as amended (the "aAct") and other applicable
provisions of law.

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

A. Haray County Pupnlic Service District (tne “'issuer”) is a
public service district created pursuant to the Act by The County
Commissicon of Hardy County.

B. The Issuer now has a public water system and desires to
improve and expand that system and it is dJdeemed 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, expendltures, 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 heretofore
filed in the office of the Secretary-Treasurer of the Public
Service Board (the "Governing Body") of the Issuer: The
construction and acguisition of the Project and the financing
hereby authorized and provided for are public purposes of the
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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 amcunt cf $330,000 to finance a portion
cf the cost of such construction in the manner hereinafter
provided. ' - ‘

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 externt that revenues of the System are not sufficient therefor:;
engineering and legal expenses; expenges for estimates of costs and
revenues; expenses for plans, specifications and surveys: and such
otller 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 "13%0 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 13988
or 1990 Bonds or the 1988 or 1590 Resolutions (hereinafter defined)
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 waiver thereof.
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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 costs of the operation and maintenance of
the System, the principal of and interest on the Bond (as
hereinafter defined) and all debt service, resarve fund and other
payments provided for herain. :

I. The Issuer has complied with all requirements of West
Virginia law relating to authorization of the constructien, -
acquisition and operation of the Project and issuance of the Bond,
0r Wwill have so complied prior to issuance of the Bond ineluding,
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 Service 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 dated March 22, 1991, and all
amendments thereto (collectively, the "Letter of Condition").

Section 1.03. Resolution to Constitute ontract. 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 security of the
Registered Owner of the Bond.

Section 1.04. Definitions. . The following terms shall have

the £olleowing meanings herein unless the text ctherwise expreselv
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 1988 and 1950 Bonds.

"1988 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.

: - : R -~ .
"Chalrzan® means the Chairman of <= Governing Boedy.

Y T S
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"Consulting Engineer" means Thrasher Engineerlng, 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. .

"Costs" or "Costs of the Project" means those costs described
in Section 1.02 hereof to be a part of the cost of acqulsltlon 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
gqualified bank or trust company designated by Issuer.

“Facilities" or "water facilities"™ means all +the tangible
properties of the System and alsc any tangible properties which may
hereafter be added to the water system by addition, betterments,
extensions and improvements thereto and propertles, furniture,
fixtures or eguipment therefor, hereafter at any time constructed
or acgquired.

"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" ma2ans 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 Virginia, and, where
appropriate, alsc 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 1its
facilities, and includes, without limiting the generality of the
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feregoing, insurance premiums, salaries, wages and administrative
expenses cf the Issuer relating and chargeable solely tao the
System, the accumulation of appropriate reserves for charges not
annually recurrent but which are such as may reasonably be expected
tc be incurred, and such other reasonable cperating costs as are
noermally 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 intc the Reserve Fund and Depraciation Reserve have been
made to the last monthly payment date prior to the date of such
retention. '

"Project" shall have the meaning statad 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
successor thereof.

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

(a) Government Obligations;

(b) Government Obligations which have been stripped of
their ummaturec in-2r=2s% coupons, interest coupons stripped
from Government OCbligations, and receipts or certificates
evidencing payments from Government Obligations or interest
coupons stripged 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 Naticnal Mortgage
Association; Tennessee Valley Authority; or Washington
Metropolitan Area Transit Authority;

(d) Any bond, debenture, note, participation certificate
or other similar cbligations 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 gime
certificates of deposit, time depcsits or cther similar
banking 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 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 tlme 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

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

must be free of all claims by third parties:

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

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

"Registrar® 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 resoluticn March 15,
1989.

"19%0 Resclution™ means the resolution providing for the 1390
Bonds dated July 12, 199%0.

"Resolution” means this Resolution and all resolutions
supplemental hereto,
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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 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 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, imvrovements, properties or
other facilities at any time acguired Or CONSTIUCTed [OL Said waced
system after completion of the Project.

‘ "Tap Fees" means the fees, .if any, paid by prospective
Customers of the system in order to connect thereto.

Words importing singular number shall include the plural
number in each case and vice versa, 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 C9n§tyuction
of 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 Bedy. The proceeds of the Bond hereby
authorized shall be applied as provided in Article IV hereof.

ARTICLE TII

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION
AND ISSUE OF BOND

Section 3.01. Authorization of Bend. Subject and pursuant to
the prcvisions hereof, the Bond of the Issuer tco be known as "Water
System Revenue Bond, Series 1993" in the principal amount of
$33C,000 is hereby authorized to be issued for the purpose of
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financing a portion 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-1l, and shall be dated on the date
of delivery. The Series 1993 Bond shall bear interest from data,
payable monthly at the rate of five per centum (5%) per annum and
shall be sold for the par value thereof.

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

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 documents as are necessary to finalize this
transaction. In case any one or more of the officers who shall
have signed or sealed the Bond shall cease to be such officer of
the Issuer before the Bond so signed and sealed have been actually
sold and delivered. such Bond may nevertheless be sold and
delivered as herein provided and may be issued as if the person who
signed or sealed such Bond had not ceased to hold such office. Any
Bond may be signed and sealed on behalf of the Issuer by such
person as at the actual time of the execution of such Bond shall
hold the proper office in the Issuer, although at the date of such
Bond such person may not have held such office or may not have been
s0 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 wrltlng, upon surrender of the Bond for cancellation,
accompanled 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 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 with thls
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 regquire the payment by the new owner requesting
such transfer of any tax or other governmentzl charge required to
be paid with respect to such transfer, but the Issuer shall pay any
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‘other expenses 1lncurred by the Registrar with respect to such
transfer. '

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

Section 3.05. Registrar. The 1Issuer shall ke the Bond
Registrar and will keep or cause to be kept by 1its 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 reascnable 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 hersinbefore provided. '

The Registrar shall accept the Bond for registration or
transfer only if ownership therecof is to be registered in the name-
of the Government, an individual (including joint ownership), a
corporation, a partnership or a trust, and only upon receipt of the
social security number of each individual, the federal emplover
identification number of each corporation or partnership or social
security numbers of the settlor 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 3.08. end Mutilated estroved, Stolen or lost. In

case the Bond shall become mutilated or be destroyed, stolen or
lost, the Issuer may in its discretion issue and deliver a new Bond
of like tenor as the Bond so mutilated, destroyed, stolen or lost,

in exchange and substitution for such mutilated Bond or in lieu of
and substitution for the Bond destroyed, stolen or lost, and upon
the holder’s furnishing the Issuer proof of his, her or its

ownership thereof and complying with such other 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 sanme,

and if such Bond be destroyed, stolen or lost, without surrender
thereof. : :

Section 3.07. Bond Secured by Pledge of Net Revenues. The
payment of the debt sarvice 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 sufficlent to
pay the principal of and interest on the Bond, and to make the
payments as hereinafter provided, are hereby irrevccably 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 and 1590 Bonds.
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Section 3.08. Form of Bond. Subject to the provisions
hereof, the text of the Bond and the other detalils thereof shall be
of substantially the follcwing tenor, with such omissions,
insertions and variations as may be authorized or permitted hereby
or 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 1993

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,
United States Department of Agriculture (the "Government"), or its
reglstered assigns at its National Finance Office, St. Louis,
Missouri 63103, or at such other place as the Government may
hereafter designate in writing, the pr1nc1pal 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
- exXcept that prepayments may be made as provided hereinbelow. The
consicderation herefor shall support any agreement modlfylng 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 = ,_-; e =l

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

Prepayments of scheduled installments, 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 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 Bond 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 tc the holder promptly
cr, 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 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 the
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 such prepayment and the date of the Treasury cneck Lo 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 hereky, 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 toc the Government without
demand. Issuer agrees to use the loan evidenced hereby solely for
purposes 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 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 ke issued and cutstanding for the purpase
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 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 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 wrltlng, 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 denomination
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or dencminaticns, for the like principal amount, will ke issued to
“the transferee 1n 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 cConstitution and statutes of the State of West Virginia,
including, among others, Articles 13A of Chapter 16 <f 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 loan from a responsible cooperative or
private credit source at reasonable rates and terms for loans for
similar purposes and periods of time, Issuer will, at the
Government’s request, apply £or and accept such loan in sufficient
amount to repay the Government,

This Bond is given as evidence of a loan to Issuer made or
insured by the Govermment 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
requlations not inconsistent with the express provisions hereof.

THIS BOND IS ON A PARITY AS TO LIEN AND SOURCE OF PAYMENT WITH
THE CERTAIN WATER REVENUE BONDS, SERIES 1988 AND 1550 OF THE
ISSUER DESCRIBED IN THE RESOLUTION.

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

IN WITNESS WHEREQF, 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.0. Box N
Mocorefield, WV 26836
ATTEST:
By |

ts Secretary
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(Form ©Of)

RECORD OF ADVANCES

AMQUNT DATE . ) _ AMOUNT DATE
(1) ¢ (6) S
(2) s (7) S
(3) s (8) $
(4) S (9) S
(3) 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 Resclution), 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 19388 Resolutlon
and continued hereby),

(2) Project Construction Account;:

(3) Depreciation Reserve (established by ‘the 1988
Resolution and contlnued hereby),

(4) Reserve Fund (establlshed 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 Construction Account.
All mcneys received frox the sale of any or all the Bonds shall -e
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 Construction
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 required 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
deposit in the Project Construction Account exceed the estimated
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disbursements on account of the Project for the ensuing 90 days,
the Issuer may 1lnvest 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 constructicn of the Project has been completed and all
costs thereof have been paid or provision for such payment has been’
made, any balance remaining in the Project Construction Account
shall be disposed of in accordance with the regulations of the
Purchaser.

Section 4.03. Covenants of the Issuer as to Revenues and
Funds. So long as any of the Bonds shall be outstanding and
unpaid, or until there shall have been set apart in the Reserve
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
cielf<2dl, e Loouse Lk Calse St ¥ SLLALL T wlCll Cie wvides o e 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 Issuer in a
special fund in a bank or trust company in the State of West
Virginia which is a menmber of FDIC, which Fund, known as the
YRevenue 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 moneys 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 tpe
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 Bon@s, 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

16



accordance with the respective aggregate principal amounts theresof
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
to the Depcsitory 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 "Reserve
Requirement®). Aftar the Reserve Requirement has been accumulated
in the Reserve Fund, the Issuer shall monthly depo¢sit 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 usad

-‘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 cie same shall become due or
for prepayment of installments on the Bonds, or for mandatory
prepayment 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 to be retained therein, until there
has been accumulated in the Depreciation Reserve the aggregate sum
of $51,650Q, 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 usaed first to maka up any deficiencies for monthly
payments of principal of and interest on the Bonds as the sanme
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 Resolutlon, may
be withdrawn by the Issuer and used for extraordinary repalrs and
for replacements of equipment and improvements for the System, or
any part thereof. :

(5) After all the foregoing provisions for use of moneys_in
the Revenue Fund have been fully complied with, moneys remalnilng
therein and not permitted to be 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 transferred to the Earnings Fund pursuant to Saction
4.04 of 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 notw1thstand1ng, to prepay the
Bonds at the earliest practical date and in accordance with -
applicable prov1s10ns hereof.

The Depository Bank is hereby designated as the Fiscal Agent
for the administration of the Reserve Fund, the Deprec1atlon
Reserve, the Earnings Fund and the Rebate Fund hereln 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 lien thereon (other than such Excess
Investment Earnings in the Earnings Fund and the Rebate Fund as
aforesajd) 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 def1c1ency
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 De9051tory 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 practlcable, in
Qualified Investments hav1ng 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
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giving effect to the amortization of discount, or at par.if such
investment is held ky the "cansolidated fund" managed ky 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 therean any
prafit or loss realized from such investment shall be credited or
charged to the appropriate fund or account. Subject to the 19838
Resolution, earnings upon moneys in the Reserve Fund, so long as
the Minimum Reserxrve is on deposit and maintained therein, shall be
paid annually in January intoc 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
Resolution 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 Resolution 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 reason to serve or if the Governing Body determines by
resolution that said Bank or its successor should nc longer serve
as Fiscal Agent or 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 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) cChaxrges and Fees. The Issuer shall remit from the
Revenue Fund to the Depository Bank such additional sums as shall
be necessary to pay the charges and fees of the Depository Bank
then due.

(F) Investment of Excess Balances. The moneys in excess of
the sum insured by the maximum amounts insured by FDIC in any of
such funds or accounts shall at all times be secured, to the full
extent thereof in excess of such insured sum, in a lawful 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

Depaository Bank shall clearly identify the fund or account into
which each amount is to be deposited.
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(H) Gross Revenues. The Gross Revenues of the System shall
only be used for purposes of the System. '

ARTICLE V
GENERAL COVENANTS

Section 5.01. General Statement. So long as the Bonds shall
be ocutstanding 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 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
.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
-each 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 intoc 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. gale of the stem. The System will not be
sold without the prizr written consant of the Purchaser so long as
the Bond is cutstanding. Such consent will provide for disposition
of the proceeds of any such sale.

Section 5.04. Issuance of Additional Pa;itv Bonds__ or
Obligations. No additioral 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 and
maintain, so long as the Bond remains outstanding, insurance with
a reputable insurance carrier or carriers covering the followlng
risks and in the following amounts:

(a) Fire ightnin 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 ¢f the System now in use, on all above-ground structures of
the System in an amount equal-to the full insurable value thereof.
In the event of any damage to or destruction of any portion of the
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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 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 TIssuer during
construction of the Project in the full insurable value thereaf.

(b) Public Liability Insu:ance, 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 aad/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 date
of delivery of the Bond.

(c) 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 bedily
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 procurasd
prior to acquisiticn or commencement of operation of any such
vehicle for the Issuer.

(d) Workmen’s Compensation Coverage for all Emplovees of the
‘District Eligible Therefor and Performance and Pavment 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
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 cCode Section 38-2-39. Workers’
compensation insurance will be maintained as required by the laws
of the State of West Virginia.

(e) [FEidelity 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. -

(£} Flood Insurance to be procured, to the extent available
at reasonable cost to the Issuer.

(g} Provided, however, and in lieu of and notwithst;ndinq the
foregoing provisions of this Section, during construction of the
Project and so long as the Bond is outstanding, the Issuer will
carry insurance and bends or cause insurance and bonds to be
carried for the protection of the Issuer, and during such
censTruction will require each ccontractor and sukcontractor to
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carry insurance, of such types and in such amcunts 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 Bond at the date 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-
cbserve any provision of any pertinent law-or the Bond Resclutions.

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.

Upcn 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. vear for the
operation and maintenance of the System. Not later than thirty
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
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Year unless unénimously 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 first day of any Fiscal Year, it shall adopt a
Budget of Current Expenses from month to month until the adoption
of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the corresponding month in the
year next preceding by more than ten per centum; and provided
further, that adoption of a Budget of Current Expenses shall not
canstitute 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. Campensation of Members of Governing Bodv. 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
~ compensaticn to any such member for policy direction shall not be
‘made if such payment would cause the Net Revenues to fall belaow the
amount required to meet all payments provided for herein, nor when
there is default in the performance of or comipliance with any
Covenant or provision hereof. , ‘ S

Section 5.11. Cgvenant to Proceed and Complete. The Issuer

hereby covenants to proceed as promptly as possible with the
construction of the Project to completion thereof in accordance
with the plans and specifications prepared by the Consult;nq
Engineer and on file with the Secretary on the date of adoption
hereof, subject to permitted changes.

Section 5.12. Books and Records; Audits. The Issuer will
Keep bocks and records of the System, which shall be separate‘agd
apart from all other books, records and accounts of the Issuer, in
which complete and correct entries shall be made of all
transactions relating to the System, and the Purchaser shall have

the right at all reasonable times to inspect the System and all
records, accounts and data of the Issuer relating thereto.

The Issuer shall, at.least once a year, cause sald books,
records and accounts of the System to be properly audited by an
independent competent firm of certified public accountants and
shall mail a copy of such 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 Systemn. The Issuer covenants

that it will continuously operate, in an economical and efficient
manrer, and maintain the System as a revenue-producing utility as
herein provided so long as the Bond is ocutstanding.
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Section 5.14. No__Competition. To the extent legally
adllowable, 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 -
whatscever to provide any of the services supplied by the Systenm
within the boundaries of the Issuer or within the territory served
by the System.

Section 5.15. Tax Covenants as to Tax Exempt Status of Bonds.

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
exsmpticn from tax of intersst on the Bond under Section 103 (a) of
the Internal Ravenue Code and the regulations thereunder, or under
any successor or similar provision of the Internal Revenue Code
hereinafter enacted and applicable to the Bond, and requlations
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
- moneys 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 indirectly 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 thereunder and to that end the
District will comply with the applicabie law as long as ctne 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 10% 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
uncderlying 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 private business use, and (ii) and that, in the
event that both (A) in excess of 5% 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 is, under the terms of the Bond or any underlyl?g
arrangenent, directly or indirectly, secured by any interest in
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property used or to be used feor said private business use or in
payments in respect of property used or to be used for the
District, in respect of property or borrowed money used or to 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 to the govaernmental use
of the Project, or if the Bonds are for the purpose of financing
more than one project, a portion of the Project, and shall not
exceed the proceeds used for the governmental use of that portion
of the Project to which such private business use is related.

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

c. FEDERAL GUARANTEE PROHIBITION. 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
. guaranteed” within the meaning of Section 149 (b) of the Code and

Regulations promulgated thereunder.

D. INFORMATION 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
149 (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 excludable 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 Order 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 discrimination or differential in
rates between customers in similar circumstances.

(b) 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.

(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 1itself 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 zccounted for in the same manner as other
Revenues aof the System. .

{(d) The Issuer may require any applicant for ény serv%ce by
the System to deposit a reasonable and equitable amount to insure
payment of all charges for the services rendered by the Systen,

. which depasit shall be handled and disposed of under the applicakle

rules and requlations ¢ the Public Service Commission of West
Virginia. : :

ARTICLE VII
MISCELLANEQUS

Section 7.01. Defeasance of Bond. If the Issuer shall pay or

~there shall otherwise ke paid, to the Holder of the Bond, the

principal of and interest due or to become due therecon, 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 monevs and sscurities pledged under th%s Bond
Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Owner of the Bond, shall theregpon
cease, terminate and become void and be discharged and satisfied.

Section 7.02. Filing Under Uniform Commercial Code.
Contemporanecusly with the delivery of the Bond, the Issuer shall
execute Financing Statements and promptly thereafter shall file
such a Financing Statement in the offices of the Secretary of State
¢ West Virginia and cf the Clark of 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 directad
to 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 Invalid 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
pollcy of express law, although not expressly prohibited, or
against public policy, or shall for any reason whatsoever be held
invalid, then such covenants, agreements or provisions shall be
null and void and shall be deemed separable from the remaining
covenants, agreemerts or provisions hereof, and shall in no way
affect the validity of all the other prov151ons hereof or the Bond.

Section 7.05. Conflictin 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 appllcable to the
Loan. Resclution (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 ner
affect in any way the meanlm; 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 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 applicable thereto; and that the
Chalrman, 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 resclution, if necessary, to effectuate the
purposes and intent of this resolution. :

Section 7.10. Effective Time. This Resolution shall taks
effect immediately upon its adoption. :

27



~ Attest:

_ Section 7.11. 1988 and 1990 Resolutions. The 1988 and 1990
resolutions and all parts not expressly hereby changed shall
continue in full force and effect.

‘Adopted this 7th day of June, 1993.

HARDY COUNTY PUBLIC
SERVICE DISTRICT

By 22%&222@gg=225§%%?z ‘
Chairman of Public Seryice Board
oy it o

Member
| | N S /5
(SEAL) ‘ Member : o

BY &/%m |

Secretary
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R ‘ | CERTIFICATION

I, /::'J MP}"AQJY » Secretary of the Public Service Board of
the Hardy Public Service District, hereby certify that the
foregoing is a true and correct copy of the Resolution of a special
meeting of said Public Service Board held June 7, 1953. 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 this 7th
day of June, 19393, 2y -mactnew G. Gapp, the Chairman of ciae Hacuy
County Public Service District, a Public/Corporation, op behalf of
the Corporation. '

’
I

NOTARY PUBLIC

My commission expires /0[/%Uil?§/

(Affix Notary Seal)

#mmmuuu
3 OFFICIAL $2AL 4
5 NOTARY FUBLC
STATE CF WEST VEAGINIA .

: TERESA 0. SHERMAN

418 Jackson Avemm

Moorerieki, WY 29399 .
My Cemmimzien sx0ios Cotober 75, 1994 >

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

The foregolng instrument was acknowledged before me this 7th
day of June, 1993, by Matthew G. Gapp, the Chairman of the Hardy
County Public Service DJ.st.rJ.ct a Public Corporat:.on, on behalf of
the Corporatn.on. |

NO ARY PUBLIC

My .cozmnissi,on expires /0 / B4 ’/?Sz .

(Affix Notary Seal)
' AAAAAAAAMAAAAMAAMAAAAMLALAL AL

4 CFMCIAL SEAL Y 4
NOTARY PUBLC _
STATE OF WEST VFGNWA

[YVVVEVEVY

TEAESA O. Sreriman : -,
414 Jsomos Averuss
Moorsfed, WY B4
v Comwason expres Comoner 29, Hid E
YYIYYYY'"Yy :

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 achowledgmcnt. was this day presentcd i

said office and admitted to record.
Clerl

© CAST® § nARRM IR, SPEACIR. . Yo AS-oRpey wo BELA-E1
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HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTICN AUTHORIZING THE ACQUISITION AND CONSTRUCTION OF PUBLIC SZRVICE
PROPERTIES AND ISSUANCE OF PARITY TAXABLEZ WATER REVENUE 3OND (PHASE III)
SERIES 199SA, OF THER HARDY COUNTY PUSBLIC. SERVICE DISTRICT, IN TH2 AMDUN%
OF $320,000, TO FINANCE THE ACQUISITION AND CONSTRUCTION OF IMPROVEMENTS
TO A PUBLIC WATER SYSTEM; DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BOND; PROVIDING FOR. INTERIM CONSTRUCTION FINANCING:
PLACING LIMIT ON SALE OF SYSTEM; PROVIDING GENERALLY FPCR THE RIGHTS ANﬁ
REMEDIES AND SECURITY OF TH® HOLDERS OF THE BOND; PROVIDING STATUTORY LIEN
ON REVENUES AND SYSTEM; PROVIDING FOR THE ADOPTION, RATIFICATION, APPROVAL -
AND COLLECTION OF RATES AND CHARGES FOR THE PUBLIC WATER SYSTEM;
AUTHORIZING WATER PURCEASE CONTRACT WITH TOWN OF MOOREFIZLD; AND PROVIDIN&
GENERAL TERMS AND PROVIDING WHEN THIS RESOLUTION SHALL TAXZ BFFECT.

BE IT RESCLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF BEARDY COUNTY
PUBLIC SERVICE DISTRICT, MOCREFIZLD, WEST VIRGINIA:
ARTICLE I
STATUTORY AUTHCRITY, FINDINGS
AND DEFINITIONS

_ Section 1.01. Authoritz'fcr'this Resolution. This Resolution is adoptad
pursuant to the provisions of Article 13A, Chapter 16 of tha West Virginia Code,
as amended (the "Act") and other applicable provisions of law.

Section 1.02. Pindings and Petarminations. It is hareby found, datermined
and declared as follows: '

A. Hardy County Public Service District (the "PSD" or "Issuer”) is a

- public service district created pursuant toc the Act by an ordaer issued by The

County Commission of Bardy County, located in Bardy County, West Virginia.

B. The Igsuar now has a public water system and desires to improve and
axpand that gystam and it i3 deemed esgential, convenlent and dasirable for the
health, welfara, safsty, advantage and conveniencea of the inhabitants of the
Issuer and, accordingly, it is hereby orderad, that thers be acquired and
conatructed certain additiona, betterments and improvements to the existing
Public water aystem of the Issuer known as the "Systam" (sometimes referred to
herein as the "System") 80 as to improve the public health, comfort and
convenienca of zresidents of the Public Service District, including the
construction and installation of all necessary appurtenant facilities consisting
of a water distribution systsm known as rural Phase III to serve residents of
Huttervilla, Pisher, Frosty Bollow, 1l mile along U.S. Route 220 North, 1/2 mile
on County Route 220/4 and adjacant areas (the "Project™), and generally described -

, a3 water line extensions, pumps, pumping stationa, water plant improvements aand

necessary appurtenancss particularly described in and according to the plans and
specifications prepared by the Consulting Engineer for the Project and heretoforas
filed in tha offica of the Sacretary of the Public Service Board (the "Governing
Body") of tha Iasuer. The construction and acquisition of the Project and the
financing hereby authorized and provided for ara public purposes of the Issuer
and are ordered for the purpose of meeting and serving public convenience and
necesgssity.

c. It i3 necessary for tha Issuer toc lsaue its ravenus bond in the
aggregate principal amount of $320,000 to finance a portion of tha costs of guch
construction in the manner hereinafter provided. :

B. The estimated maximum cost of tha construction of the Project is
$1,410,000, which will ba obtained from the procaaeds of sale of tha Seriag 19G5A
Bond herein authorized and from gzants to be made by RECD, as hereinafter



defined, and by the State of Weat Virginia, in the amounts of

$690,Q00, raspectively. The coat of gsuch construction shall b?ogafgggd altlg
include, without being limitad tg, the constzruction or acguisition of the
Froject, the acquisiticn of any necsasary property, real or personal, or an
interest therein; intersst on the Bond prior to, during and for six (6§) months
after completion of guch construction to the extant that ravenues of thae System
are not sufficient tharefor; engineering and legal expensas; axrvenses for
astimates of coats and r3venues; expenses for Plans, sgpecifications and 8urvays;
and such other exrenges as may be Neécassary or incidental to the construction oé
the Project and the financing authorizsd hersby.

E. The period of usefulness of the System after completion e
Project is not less than forty (40) years. L = of the

F. There are currently outstanding the obligations of the Issuar with
which the Bond will rank on a Parity as to lian and source of and 8ecurity for
Payment as follows:

(1) Water Revenue Bond of tha Issuer, dated March 15, 1988 (the
1988 Bond") issued in the original principal amount of $3C0,000 secured under
the terms of the 1988 Resolution (hereinaftar deflined); . ’

(ii) Water-havenua Bond of the Issuer, dated July 12, 1990 (the
1990 Bond") isgued in the original principal amcunt of $50,000 sacurad under the
terms of tha 1990 Resolution (hereinaftar defined); and

- {iii) Water Systam Ravenue Bond of the Issuer, datsd June 22, 1993
(tha "1993 Bond") issued in the original principal amount of $330,000 secured
undar tha terms of the 1993 Resolution (herainafter defined).

With the axception of tha bonds deacribed abova and the 19953 Series Bond,
there are no other outstanding bonda or chligations of the Issuer which will rank
Pricr to or ¢n a parity with the Bond as to lien, pledge and/or acurce of and
- security for payment.

G. The Isauer is not in dafault under the terms ¢of the 1988 Rasolution,
the 1990 Resolution and the 1993 Resolution or any document in connaction
therswith, and haa compliad with all requirsments of all the foregoing with
respect to the issuance of parity bonds or has cbtainad a sufficient and walid
waiver ther=of.

H. The estimated ravenues to ba darived in each year from tha oparation
‘of the System after complation of the Project will ba sufficient to Pay all the
costs of the operation and maintenanca of the Systam, the principal of and
interest on the Bond (as hereinafter defined) and all debt mervice, reserve fund
and other payments provided for harein.

I. The Issuer has complied with all requirements of Wast Virginia law
relating to authorization of the construction, acquisition and operation of the
Project and issuanca of the Bond, or will bave so complied prior to issuanca of
the Bond including, among other things, the imposition of rates and chargea, the
congent and approval, pursuant to the Act, of the laguance of the 3Bond by tha
Public Service Commiasion of Wesat Virginia by final order. :

J. It i3 in tha best inters=sts of the Issuar that the Bond be sold to
the United states Department of Agriculture, Rural Economic and Community
Davelogment, successor in interest to the Farmers Home Administration (the
"Purchaser" or "RECD"), pursuant to the tarms and provisiona of a letter of
conditions dated April 8, 1994, and all  amendments therato (the "Letter of
Conditions”),
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K. The Issuar has also made arrangements for intarim financing ag
requestad by RECD and deems it to be in the best interssts of the Isguer to entar
into a Credit Agrsement and exscuta a nota or notas in the initial amount of
$320,000 payabls to any interim construction or financing lender which lender ia
initially Scuth Branch Valley National Bank. .

Section 1.03. Regolution to Constitutes 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 agreementsa set forth herein to be rerformed by
the Issuer shall be for the beneiit, protaction and security of the Registared
Cwner of the Bond. ' . '

Saction 1.04. Definitions. The following terms shall have the
following meanings herein unlass the taxt otherwise axpressly requiraes:

"Act" means Article 13A, Chapter 1§ of tha West Virginia Code, as amended.

*1995A Series Bond" means the $320,000 Taxable Water Revenua Bend (Phése
" III) authorized by this resclution. '

"1995B Series Bond" meana the $280,000 Taxable Water Revenue Bond
(Wardensville Extension) authorized by the Isauer in a separata ressolution.

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

"Aonda™ means the Bord, tha 1988, 1990, 1993'and 15958 Saries Bonds.

"1588 Bond" means the outstanding Bond of the Isauer datad March 15, 1988,
described in Section 1.02 F.(1) herein. :

"1990 Beond™ means the cutstanding Bond of the Issuer datsd July 12, 159Q,
daescribed in Section 1.02 7.(ii) hersin.

71993 Bond" means the outstanding Bond of the Isguer datad June 22, 1993,
deacribed in Section 1.02 P.(iii) herein.

"Chairman" means the Chairman of tha Goeverning Body.

"Consulting Engineer" means Thrasher BEngineering, Inc., Clarkaburg, West
Virginia, or any gualified engineer or firm of engineers which ghall at any time
hereafter be retained by the Issuer as Conaulting Engineer for the System.

"Cogta” or "Cost3s of the Projact" means those coats dascribed in Section
1.02 hereof to be a part of the cost of acquisition and construction of the
Project.,

"Depoaitory Bank" means initially the South Branch Valley Natiocnmal Bank,
Mocrefield, West Virginia, a bank or trust company which is a member of FDIC and
its succassors and aasigna or such other ¢gualified bank or trust company
designated now or hersafter by Issuer.

"Pacilities" or "water facilities" means all the land and tangible
propertiss of the System and also any tangibls propaerties which may hersafter be
added to the water system by addition, bettermenta, extensions and improvements
theretoc and properties, furniture, fixtures or equipment therafor, hereafter at
any time constructed or acgquired.

"FOIC" meang the Federal Deposit Inaurance Corporation.



.

"Fiscal Year" means seach year baginning on July 1 and en&ing on thae
suceceeding June 30.

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

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

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

"Herein" means in this Resolution.

"Holder of the Bond” or any similar term means any peracn who shall bae the
ragistered owner of the Bond. . )

"Iasuer" or "Public Service District" means Hardy County Public Service
District, Hardy County, West Virginia, and, where appropriate, also means the
Governing Body.

"Letter of Conditions" means the Latter of Conditions of the Farmara Hdme
Administration, now known as RECD, succesascr in interest to the Farmers Home
Administration, dated April 8, 1994, and any other amendments thereto.

"Net Revenues" meana the balance of the gross ravenues, as defined belcow,
remaining after deductiocn only of Operating Expensas, as daefined below.

"Operating Expenses" means the current expenses, pald or accrued, of
operation and maintenasce of the System and its facilities, and includes, without
limiting the generality of the foregoing, insurance premiums, salarias, wages and
administrative expenses of the Issuer relating and chargeable solely to the
System, the accumulation <f appropriate reserves for charges not annually
recurrsnt but which ars suca as may rsasonably be expescted to be incurred, and
such other reascnable cperatling costs as are normally and reqularly included
. under recognized accountinc practices, and retention of a sum not to exceed
one—sixth of the budgetad <cverating expenses atated above for the current year
as working capital, and language herein requiring payment of cperating expensaa
means also retention of not Lo exceed such sum as working capital, provided that
all monthly amortizaticn payments upon the Bonds and into the Reserve PFund and
DPepreciation Raasrve have been made to the last monthly payment data prior teo the
date of such retentlon.

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

"Purchaser”, "RECD, acting on behalf of the Rural Utilitliss Servica,
succesaor in interest to the Farmers Home Administration", "Rural Econcmic and
Community Development, acting on behalf of the Rural Utilities Service, successor
in intereat to the Farmers Home Administration" or "Government” means United
States of America, United States Department of Agriculture, Rural Bconomic and
Community Development, acting on bahalf of the Rural Utilities Service, succeasor
in intereat to the Farmers Home Adminiatration, and any successor thersof.

"Qualified Investmenta" maané and include any of the following:
{a) Government Cbligations;

{b} Government Cbligations which have been stripped of their
unmatured interest coupons, interest coupons stripped from Govarnment
Cbligations, and receipts or certificates evidencing payments from
Government Obligations or interest coupons stripped from Government
Cbligations; T ‘

(c) Bonda, dabentures, notes or other evidence of indebtedness
issued by any of the following agenciesa: Banks for Cooperatives; Federal
Intermediatae Credit Banks; Federal Home Loan Bank System; Export-Impozt
Bank of the United States; Federal Land Banka; Government National
Mortgage Association; Tennessee Valley Authority; or Washington |
Metropolitan Arsa Transit Authority; :
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o) -any'bondf debenture, note, participation cartificate or other

. 8imilar obligations iaasued by the Federal Naticnal Mortgage Rascciation to

the extent such obligation is quarantaed by the Government Wational

Mortgage Aaaociation or issued by any cther federal agency and backad by
the full faith and credit of the United States of America:

. (a) Time accounta (including accounts evidencad by time
certificates of depcsit, time deposits or other similar banking
arrangements) which, tc the extent not insured by the FDIC or Fedaral |
Savings and Loan Insuranca Corporation, shall be sacurad by a pledge of
Government Obligations, provided, that said Government OCbligations pledged
either must mature as nearly as practicable coincident with the maturity
of said time accounts or must be replaced or increased sc that the market
value thereof- is always at least equal to the principal amount of said
time accounts; i

(f) Money market funds or similar funds whcae bnly asseta are
investments of the tyre described in paragraphs (a) through {e) abave;

(g) Repurchase agreements, fully secursd by investments of the
types described in paragrapha (a) through (e) above, with banks or
naticnal banking associations which are members of FDIC or with government
bond dealers recognlzed as primary dealers by the Federal Reserve Bank of
New York, provided, that said invesatments securing said repurchase
agreements either must mature ag nearly as practicable coincident with the
maturity of sald repurchase agresments or must be replaced or increased so
that the market value thereof is always at least equal to the principal
amount of gaid rapurchase agreements, and provided further that the holdar
of such repurchase agreement shall have a prior perfectad security
interaest in the collateral therafor, must have (or itd agent must have)
possession of such collataral, and such collateral must be free of all
claims by third parties;

(h) Thae West Virglinia "consolidated fund" managed by the Wast
Virginia State Board of Investments purauant to Chaptar 12, Article &, of
the Weet Virginlia Code of 1931, as amended; and

(i) Gbligations of atates or political subdivisions or agancies
thereof, tha intarest on which is excluded from grosg lnccme for faderal
income tax purposes, and which are rated at least "A" by Moody's Investors
Service, Inc. or Standard & Poor's Corporation.

"Regiatrar" or "Bond Raglstrar" means the Issuer which usually shall act
by its Secretary. . . ‘

"Regolution™ means this Resolution and all resolutions supplemental heretc.

"1988 Resolution™ means the resolution providing for the 1988 Bond, adopt
October 19, 1383, as amended by resclution adopted March 15, 1989. .

1990 Resolution” means the resolution providing for the 1390 Bond, adopted
July 12, 1990. :

"1993 Resolutieon” means the resolutien providing for the 13933 Bond, adoptad
June 7, 1993.

"Ravagnuea" or "gross revenues" means all rates, rents, fees, chargea or
other income received by the Iasuer, or accruad to the Issusr or any deparztmant,
board, agency or Ainstrumentality thereof in control of the management and
oparation of the System, frcm the operation of tha System, and all parts thereof,
all as calculated in accordance with sound accounting principlea. '



"Secretary" means the Secrstary of the Governing Body. .
"System" means the Project ianitially, and all esxisting wat iliti
ownad by the Issuer and all Facilitias andy;ther proparty ofl%veryeiaiigéfl:;:i
or personal, noew or hereafter acguirad and/or ouned,'held or used in connection
with the System, including mains, hydrants, meters, valves, standpipes, storage
tanks, pump tanka, punping staticons, intakes, wella, impoundiag raservoirsy,
pumps, machinery, purlficaticon plants, softening aprparatus and all cther
facilitiss necessary, appropriate, useful, conveniant or incidental in connection .
with or to a public watar system; and shall also include any and all additions
extensions, ilmprovementa, raplacesments, properties or other facilities at an§
;Lm§ ﬁfquired or constructad for said water system after completlon of the
roject. - ’

"Tap Feaa" maéana the feea, 1f any, paid by prospective customers of the
system in order to connect thersto.

Words importing singular number shall include the plural number in each
case and vice verasa, and worda importing peérsons shall include firms and
corporations; worda importifng the maaculine, feminine or neuter gendars shall
include any other gender; and any requirement for exscution, sealing and/or
attestation of the Bonds or any certificate or other document by the Secretary
shall mean that such Bond cesrtificata or other document may be executed, sealed
and/or attsatad by an Acting Secretary.

ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and Comstruction of the
Proiect. There 13 hereby authorizad the acquisition and constructicon of the
_ Project, at an estimated cost of $1,410,000 in accordancs with the plans and
specifications which have been preparsd by the Consulting Engineers, heretofore
filed in the offics of the Governming Body. The proceeda of the Bonds hareby
authorized shall be applied as provided in Article V herscf.

ARTICLE III

AUTHORIZATION, TERMS, EXZCUTION, REGISTRATION
AND ISSUANCE OF BOND

Section 3.01. Authorization of Bond. Subject and pursuant to the
provisions hereof, the Bonda of the Issduer to be known as "Bardy County Public
Service District Water Revenue Bond (Phase III), Seriea 1995A"™ in the principal
amount of $320,000, are hersby authorized to be iasued for the purpose of
financing .a portion of the cost of tha construction and acquisition of the
Project.

Saction 3.02. Descrivtion of Bond. The Bond shall be issued as a
single registered form, No. AR-1, and shall be dated on the data of daelivery.
The Bond shall bear interest from date, payable monthly at a maximum rate of four
and one half percent (4.50%) per annum or such lower rate that RECD, formerly
FmHA, will make available at closing, 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 prapayment of scheduled monthly installments,
or any portion thersof, at the option of the Issuer and shall be payable as
provided in the Bond form hereinafter set forth.



The Bopd shall be subject to prepayment of scheduled monthly installments
or any portion therscf, at thg cption of the Iaguar and shall be payabla a;
providad in the Bond form hereinafter get forth.

Section 3.03. Execution of Bond. The Bond shall be exscutsd in the
name of the Issuer by the Chairman and ita corporata seal shall be affixed
thersto and attsaatad by the Secrstary, and the Chairman and the Secretary are
hereby authorized to exscute the Bond and such other documenta as are necesasary
to finalize this transaction. In case any cne or mora of the officers who shall
have signed or sealed the Bond shall cease to be guch officer of the Issuer
befora the Bond 80 signed and sealed have been actually sold and delivered, such
Bond may nevertheless ba sold and deliversd 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 perscn
as at the actual time of the exscution of such Bond shall hold the proper offica
in the Issuer, although at the date ¢f such Bond such person may not have held
auch office or may not have been sc authorized, _

Secticn 3.04. Negotiability, Regigtration, Tranafer and Exchanga of
Bond. The Bond shall be and have all the qualities and incidenta of negotiable
Instruments under the Uniform Commercial Code of the State of West Virginia, but
the Bond may only be transferred by tranafar of the registration thereof upon the
booka required to be kapt pursuant to Section 3.05 hereof, by the party in whose
name it is ragistered, in person or by attorney duly authorized in writing, upon
surrander of the Beond for cancallation, accocmpanied by dalivery of a written
instrument of transfer, duly executed in a form acceptabla to the Registrar. No
intereat in the Bond shall be transferable except by means of transfer of
ragistration of a Bond rapraesenting such intarsst and delivery of a new Bond or
Bonds 1in exchange therefor in accordance with this Bond Rasclution. SR

Whenever the Bond shall be surrenderzad for registration of ﬁransfer; the
Iasuer shall execute and deliver a new Bond or Bonda in authorized denominations,

. for a like aggregate principal amount. The Registrar shall require the payment

by the new owner requesting such tranafer of any tax or cthar 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.

No regiatration of tranafer of the Bond shall be permittad to be made after
the 15th day next preceding any installment payment date on that Bend.

Secticon 3.05. Registrar. The Iasuer shall be the Bond Registrar and
will keep or cause to ba kept by its agent at its office, sufficiant boocks for
the registration and transfer of tha Beond, and upen presentation for such
purpcse, the Registrar shall, under such reasonable ragulations ae it may
prescribe, register the Bond initially igsued pursuant heretc and reqgister the
transfer, or cause to be registered by its agent, on such books, the transfer of
the Bonda as hereinbefore provided.

The Registrar shall accept the Bond for registration or transfasr only if
ownership therecf is to be registered in the name of an individual {includlng
joint ownership), a corporation, a partnership or a trust, and oaly upon recaipt
of the eocial security number of each individual, the federal employer
identification number of each corporaticon or partanership or social security
numbers of tha settlor and bensficiaries 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.

Section 3.06. Bond Mutilatad, Destroyed, Stolen or Lost. 1In case the
Bond shall become mutilatad or be destroyed, stolen or Lost, the Issuer may in
its discration issue and deliver a new Bond of like tenor as the Bond so
mutilated, dastroyed, stolen or lost, in exchange and gsubstitution for such

mutilated Bond or in lieu of and substitution for the Bond dastroysed, stolen or
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lost, and upon the holder's furnishing the Issuer proof of his, her or its
ownership therecf and complying with such cthar reascnable ragulations and
conditions aa the Iasuer may r2quirs. The Bond so surrendered ahall be cancesled
arnd held for the account of the Igsuer. If the Bond shall have matursd or be
about to mature, instezad of issuing a substitute Bond the Issuer may pay the
aame, and if such Bond ke destroyed, atolen or lost, without surrender thersof.

Section 3.07. Bond Sacursd by Pledge of Revenues. The payment of the-
daebt service of the Bond shall be secured fortawith by a parity lisn with the
1988 Bond, the 1950 Bond, the 1993 Bond and the 19958 Sariea Bond on the net
revenues derived from the 3yatem in addition to the statutory mortgage lien on .
the System herainafter provided for. The net ravenues derived from the Syatem
in an amcunt aufficiant to pay the principal of and interest on the Bond, and to
make the payments as hereinafter provided, are-hersby irrevocably pledged to the
payment of the principal of and intarsst on the Bond a3 tha same become duse.

Section 3.08. Form of Bond. Subject to the provialons herscf, the text
of tha Bond and the other details therecf shall be of substantially the following
tenor, with such amissions, insertions and variations as may be authorized or
permitted hereby or any: supplemsntal resclution adopted aftar the data of
adoption hereof and prior to the issuance thereof: ) _



{FORM OF BCND)

$320,000
HARDY COUNTY PUBLIC SERVICE DISTRICT
TAJ{ABLE WATER REVENUE BOND {PHASZE III),
SERIES 1995A

Ne. AR-1 : : . - _ Data: December 13, 1995

FOR VALUE RECEIVED, the HARDY COQUNTY 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 Stata (herain called .
"Igsuer"), hereby promises to pay to the order of the United States of America
{the "Govarnmant"), or ita ragigtered assigns at its National Finance Office, st.
Louis, Missocuri 63103, or at such other place a3 the Govermment may hereafter
designate in writing, the principal sum of Three Hundred Twenty Thousand and
C0/10Q Dollars, plus interest on the unpaid principal balance at the rate of four
and ocne half percent {(4.50%) per annum. The said principal and interest shall
be vaid in the following installments on the following dates: Monthly
ingstallments 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) montha after the date hereof, and $1,46%9.00 covering principal
and interest, thereaftsr on said corresponding day of each month, except that the
final installment shal. be paid at the end of forty (40) years from the date cf
this Bond, and except that prepayments may be made as provided heraintelow. The
consideration herefor shall support any agreement modifying the £foregoing
schedule of payments.

If the total ams-unt of the loan isg not advanced at the time of loan
closing, the loan shall be advanced to Issuar as requested by Issuer and approved
by the Government, and intaersst shall accrue on the amount of each advances from
its actual date as shown on the Record of Advances attached hereto and made a
part hereotf. : o : _

Every payment made or any indebtedness evidenced by this Bond shall te
applied first to interest ccmputed to the effective date of the payment and then
" to the principal. : '

Prepayments of scheduled installments, or any pertion therecf, may de 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, succasgsor in
interest to the Farmers Home Administration, according to the source of funds
involved, shall, after payment of interast, 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 hoclder.

While this Bond is held by an insured lender, prepayments as above
authorized made by Iasuer 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 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 rsmits the payment to the hclder. The
effective date of any prepavment retainred and remitted by the Government to the
holder on an annual installment due data basis shall be the date of the
prepayment by Issuer, and the Government will pay the interest to which the



holder i3 entitled accruing between the effactive dats of any such prapa
the data of the Treasury check to the holder. 7 prepayment and

Any amount advanced or expended by the Government for the collection hereos
or to preserve or protect any securlty hersfor, or otherwlse under the tarma of
any gsecurity or other instrument executed in connection with the loan avidenced
hereby, at the option of thae Government shall beccme a part of and bear interest
at the same rate aa the principal of the debt avidenced hereby and be immediately
dus and payable by Igsuer to ths Govarnment wlthout demand. Issuer agrees to usa
the loan evidenced hereby solely for purposes authorizad by the Government.

Igguer hareby certifias that it is unabla to obtain sufficient cradit
elsewhere to finance its actual needs at reascnable ratee and terms, taking into
consideration prevailing private and Cocperative ratas and terms in or near its
community for loans for similar purposes and pericds of time.

This Bond, together with any additicnal bonds ranking on a parity harewith
which may be issued and ocutstanding for the purpose of providing funds for
financing costs of constructicn of improvements to a watar system (the "System™) -
of the Issuer, .3 payable sclely from the ravanues to be derived from the
operation of the System after thers have been firat paid from such revenues the
reasonable current costs of operation .and maintenanca of the Systam. This Bond
doces not in any manner constituta an Iindebtednesa of the Isauar within the
meaning of any constitutional or statutory provision or limitation.

Registration of this 3ond ia transferable by the reglstered owner hereof
in person or by his, her or ita attorney duly authorized in writing, at the
offlce of the Issuer, as Sornd Registrar, but only in the manner, subject to the
~limitations and upeon payment cf the charges, 1f any, provided in the herein

defined Bond Legislation, and upon surrender and cancellatiocn of this Bond. Upon

such transfar a new Bond or Bonds, of authorized dememination or denominations,
for the likas principal amount, will be isasued to the transferee in exchange
. herefor.

This Bond, under the provisiona of the Act, is and has all the qualities
and incidents of a nagotiabla instrument under the Uniform Commarcial Code of the
State of West Virginia, but may only be tranaferred by transfer of registration
hereof with the Bond Raglatrar.

Thig Bond has been issued under and in full compliance with the
Constitution and statutes of the Stata of West Virginia, including, among others,
Article 13A of Chapter 16 of tha West Virginia Code (hersin called the "Act").

If at any time it shall appear to the Govarmment that Issuer may be able
to obtain a loan from a responsibla cooperative or privats credit souxce at
reascnable rates and terms for loans for similar purposea and periods of time,
Issuer will, at the Government's request, apply for and accept such loan 1in
sufficient amount to repay the Government,

This Bond i3 given as evidencs of a loan to Issuer made or lnsured by the
Government pursuant to the Consclidatsd Farmers Home Rural Development Act, as
amended. This Bond shall oce subject to the regulations of the Rural Zconomic
Community Development, successor ln interest to the Parmers Heme Administration,
and to its futurs regqulations not inconsistent with the axprasa proviaions
herect.

THIS BOND IS ON A PARITY AS TO LIEN AND SOURCE OF PAYMENT WITH THZ WATER
REVENUE BOND, SERIES 1988, WATER REVENUE BOND, SERIES 1990, WATER SYSTEM REVENUE
BOND, SERIES 1993 AND TAXABLE WATER REVENUE BOND (WARDENSVILLE EITENSION), SERIES
19958 OF TH? ISSUER DESCRIBED IN THE RBSOLUTIONS ISSUED WITH RESPECT TO EACH
SERIES.
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The initial address of Government for purposes of bond registration is P.O.
Box 678, Morgantown, WV 26505.

IN WITN2SS WHEREOF, the HARDY COUNTY PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporats seal to be hersuntg
affixed or imprinted herecn and attested by its Secretary, all as of tha date
hereinabova written. : .

'HARDY COUNTY PUBLIC SERVICE DISTRICT |

{ SEAL)
.By= -
Chairman
P.O. Box 209 _
Moorefield, WV 26936
ATTEST:
By: _
Sacretary

11



{(Form Of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1) $ (6) $
(2) $ (7) %
(3) $ (8) $
(4) 3 (9) $
(5) % (10)
TOTAL $

(Porm of Assignment)
ASSIGNMENT

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

the within Bond and deces hereby Iirrevocably conatitute and appoint
' ¢ Attorney to transfer the sald Bond on
the books kept for registration of the within Bond of the said Issuer with full
power of gubstitution in the premiases.

DATED: .

In the preaance'ofz
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ARTICLE IV
INTERIM CONSTRUCTION FINANCING

Secticn 4,01, Authorizatign and Gengral Termg. In order 4 P2y cartain
costs of the Project Pending T8caipt oF the gross Procaedy of the Bond, the
Issuer may jgasye and sell jitg Nota or Noteg {the "Notasm), i, A2 aggragate
principal amount not tg Sxceed $320,000. 7The Notes may be isaueg 23 evidence of

h o
: Section 4.02. Torms of and Sscurit for Notas. The Notes, if isgueg,
shall ke isaued with Such taermg apg Ssecursd in the manner get forth in a
supplemental Tasolution. ) ‘ :

.

Section 4,03, Notes arg Special Obligationg., The Notag 8hall pe
Special Sbligationg of the Tasyer Payable am tp PFincipal and interest 8clely
from the Procends of +he Bond, grant Proceedsg, furplus Tevenuesn, lettar of Cradit
Proceeads, (g any, and other Scurces, The Notes do not and shall pot constityta
an lIndebtednegs of the Isguer within theg meaning of any constitutiona) of

atatutory Provisions. The genaral fupdg of the Iasuer arg not J.iabJ,e and neither

Secticn 4.04. - Execution of Documentg. The Notes, Cradit Agreement ang
. any other documentg Tequired to Bg 8xecuted by the commercial bank or other

lender sna1) be executad in the name op the Igsuer by the Chairman, ang the
Chairman ang Secretary ars hereby authorized to @xacute any Note, Notag, Credit
Agraement or any other documents_ Recessary to secure the interim financing,

ARTICLE v
’ REVENUES AND APPLICATION THERROF; -
DISPOSITION oF BOND PRCCEEDS; FuNpg AND ACCOUNTS

the Depository Bank, S9parata, digtinct and a
Accounts of the Depository B and from each other:

{1) Revenua pyng {eatablisheg by the 19as Resolution ang contimued -
hereby;
‘(2) 19953 Project Constzruction Account;

{3) Reserve Fund {establighag by the 1988 Resolution and continued
heraby); ‘

(4) PCepreciation Reserve | @stablighed by tha 1938 Resolution ang
continusd hersby); anag :

{5) Sinking Pund,
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Saction 5.02. Bond Proceeds; 1993A Projact Construction Account: all
meneys rsceived from the sale of the 3ond shall e depcaited on racelpt by the
Issuar in the Depository Bank, a member of Federal Deposit Ingurance Corporation
(FDIC), in a special account heraby now established and designatad as "$320,000
Hardy Ccunty Public Service District Water System Construction Account (Pﬁase
I1I}" (herain called the "1995A Project Construction Account"}. The moneys in

the 19954 Project Construction Account in excess of the amount insurad by PDIC

shall be secured at all times by such bank by securitias or in a mannar lawful
for the securing of deposita of stata and municipal funds under West Virginia

law. Moneys in the 199SA Project Construction Account shall be aexpended by the

Iasuver solely for the purposzes provided herein.

Until completion of the construction of the Project, the Isauer‘will'

transfer from the 1995A Project Congtruction Account and pay to the Purchager on
or before the due date, such sums as shall be from time to time required to make
the monthly installment paymenta on the Bond if there are not aufficient Nat
Revenues to make such monthly payment ’

If the Issuer shall detarmine at any time that all funds on depeait in the
1995A Project Conatruction Account exceed the estimated disbursements on account
of the Project for the ensuing ninety (90) days, the Issuer may invest such
excess funds in Qualified Investments. :

Panding application as provided in this Section 5.02, monay and funds in
the 1995A Project Constructlicen Account shall be invested and rainvested at the
direction of the Issuer, to the extent possible in accordanca with applicable
law, in Qualifiad Investments. '

When construction of the Project has been completed and all costs thersof
have been paid or provision for such payment has been made, any balance remaining
in the 1995A Projact Construction Account shall ba disposed of in accordance with
the ragulaticna of the Purchaser.

Section 5.03. Covenants of the Issuer as to Revenues and Punds. So
long as any of the Bondas sha e ocutstanding unpalid, or unt there shall
have been set apart in the Reserve Fund a sum asufficiant to pay, when due or at
the earliest practical prepayment datae, the entire principal of the Bonds

remaining unpaid, together with interest accrued and to accrue therscn, the

Issuer furthar covenants with the holder of the Bond as follows:

(7A) Revenue Fund. The entire Grosa Revenuas derived from the coperation
of the System, and all parts thereof, and all Tap Fees raceivad, shall be
deposited as collectad by the Issuer in a special fund in a bank or trust ccmpany
in the State of West Virginia which is a member of FDIC, which Fund, known as the
"Revenua PFund" orliginally establishad under the 1983 Resclution and which is
hereby continued hereunder with the Depcsitory Bank. The Ravenue Fund shall
congtitute a truat fund for the purpcases provided hersin and shall be kept

L

separate and distinct from all other funds of the Issuer and used only for the

purposes and in the manner provided herein.

(8). Disrosition of Revsnues. All Revenues at any time on deprcsait 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 Resocluticn not otherwiss
modified herein:

(1) The Issuer shall first each menth pay from the monays in the Revenua
Fund all currsnt Operating Expeanses. : _

(2) The Issuer shall next, each month, on or bafors the due date of
payment of each installment on the Bonds, tranafer from the Revsnue Fund and
remit to the National Finance Office designated in the Bond (or such other place
as may be providsad pursuant to tha Bond), the amount raquired to pay the intsrest

14



- 4

on the Bondsa, and to amortize the principal of the Bonda over the

lives of each Bond issua. All payments with respact to principal of angﬁigiggt::
on the Bonds shall be made on an equal pro rata basid in accordanca with the
respective aggragate principal amounts tharsof outstanding and on a parity with
each other, Thers is hersby created a ginking fund at the Depository Bank inte
which tha Isauer shall deposit sufficisnt amounts froem the Revanue Fund +o pay
the intaroat on the Bonda and to amortiza the principal of the Boads over the
remaining respective lives of each Bond issua. Aa long aa the Government owng
the Bonda, such deposita can be replaced by the remittances descriied abcva.

(3) The Issuer shall next, on each date that Payment is made a3 aset forth -
in {2) above, transfer from the Ravenue Fund and ramit to the Depcaitory Bank for
deposit in the Regerve Fund, 1/12th of 1/10th of the amcunt, as of the dats of
calculation, equal to the maximum aggregata amount of principal and intareet
which will become due on the Bonda in any year, until the amouat in the Reserve
Fund equala such maximum amount (the "Reserve Requirement"). After the Resarve
Requirement has been accumulated in the Reserve Fund, the Issuer shall monthly
depoeit into the Reserve Fund such part of the morneys remaining in the Ravenue
Fund, after such provision for payment of monthly installments on the Bonds and
for payment of Operating Expenses of the Systam, as shall be required to maintain
the Reserve Requirement. Moneys in the Reserve Pund not raquirsd to be
tranaferrsd to the Barnings Fund pursuant to Section 4.04 of the 1988 Resclution
shall be used solely to make up any deficisncy for monthly payments of the
principal of and interest ¢n the Bonds to said National Finance Office {or cther
Place provided) as tha same shall become due or for prapayment of inatallments
on the Bonds, or for mandatory prepayment of the Bonda as hereinafter provided,
and for no other purrose, on an equal pro rata basis in accordanca with the
respective aggregate principal amounts thereof outstanding and on a Pacity with
each other.

{4) The Isguer shall next, on each date that payment is made a3 set forth
in (2) above, tranafaxr frem the Revenue Fund and deposit in the Depraciation:
Reserve, the moneys ramaizing in the Revenue Fund and not permitted to ke
retained therein, until there has been accumulated in the Depresciation Raserve
the aggrogata sum of 355,650, and thersaftar such sums as shall be raquirad to
maintain such amount t:ersii. Moneys in the Depreciation Reserve, other than any
sum or sums required to ba tranafarred to the Barnings Fund pursuant to Secticn
4.04 of the 1988 Resolution, shall be used first to maks up any deficiencies for
monthly paymenta of principal of and interest on the Bonds a3 the same become
due, and next to reators to the Reserve Pund any sum or sums tranaferrad
"therefrom other than pursuant to Section 4.04 of the 1988 Reaolution, all on a
Pro rata basis. Thersaftsr, and provided that payments into the Resarvs Fund ara
current and in accordanca with the foregoing provisions, moneya in the
Depreciation Reserve, other than any sum or sums required to be tranaferred to
the Barnings Fund purguant to Section 4.04 of the 1988 Resclution, may be
withdrawn by the Issuer and used for extraordinary repalrs and for replacements
of equipment and improvements for the Systam, or any part thereof.

(5) After all tha foregoing provisions for use of moneys in the Revenue
Fund have been fully complied with, moneys reumaining thersein and not permitted
to be retained therain, if any ("Surplus Revenues"), may be used to prepay
installmsnta of the Bonds, pro rata, or for any lawful purpcose.

Whenever the money in the Reserve Fund (other than moneys reguirad to be
tranaferrad to the Earninga Fund pursuant to Section 4.04 of tha 1988 Resolution)
ghall be sufficient to prapay the Bonds in full, it shall be the mandatory duty
of the Issuer, anything to the contrary herein notwithatanding, to prapay the
Bonds at the sarliest practical dats and in accordanca with applicable provisions
hereof.

The Depecsitory Bank is hereby designated as thes Piacal Agant fo; the
administration of the Reserve Fund and the Depreciation Raserve, her=in provided,
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and all amounts rsquired for tha Ragarve Fund and thae Depraciaticn Ressrve will
be depoaitad therain by the Issuar upon tranafers of funda from the Ravanue Fund
at the times provided hsrein, together with written advics stating the amount
remitted for deposit into each such fund.

All the funda provided for in this Section, except with raspect tc the
Rabate Fund and 2Txcasa Invastment Earnings (as defined in the 1983 Rasolution)
in the Earnings Fund, which shall be held fcr rebata to the United Stataes frae -
from any such lian or trust, shall constituta trust funds and ghall be uged only
for the purpeses and in the order provided herain, and until so used, the
Purchaser shall have a lien therecn (other than such Excess Investment Barnings
in the Earnings Fund and the Rebate Pund as aformsaid) for further Securing
payment of the Bonds and the intarest thereon, but the Depository Bank shall not
be a trustee as t¢ such funds. Tt i3 to be understood that all funds in the
Rebate Fund shall be held free and clear of any such lien or trust and ghall only
be used for the purposes set forth in the 1583 Resolution notwithstanding
anything else herein to tha contrary. . '

If on any payment date the Revenues are insufficient to maks the Payments
and tranasfers as hereinabova provided, the daficiancy shall be made up in the
subgdequent payments and tranafaras in addition to those which would otherwise be
required to be mada on tha subsequent payment datas.

Subject to the 1988 Raesolution, the Depository Bank, at the direction of
the Iseuer, shall keep the moneys in the Reserve Fund and the Depreciation
Reserve investad and reinvested to the fullest aextent posalble in accordance with
applicable law, and tc the extesnt practicabls, in Qualified Inveatments having
maturities conscnant with the required uee thersof. Investments in any fund or
Aaccount under this Bond Resclution shall, unless otherwise provided herein or
required by law, be valued at the lower of coat ©r the then current market valua,
or at the redemption price thersof if then redeemable at the option of the
holder, including valus of accrued interest and giving effect to the amortizatian
' of discount, or at par if such investment is held by the "consolidated fund"
managed- by the West Virginia Stata Board of Inveatments. Any laovestmsnt shall
be held in and at all times deemed a part of the fund or account in which such
meneys were originally held, and intersgt accruing therecn and any profit or loass
realized from such investment shall be credited or charged to the approprilate
fund or account. : i : '

{C) Change of Deposito Agent and Fiacal Agent. The Issuer may
designate another bank or trust company insured by FDIC as Fiscal Agent and
Depoceitory Bank if the aforesaid Bank should cease for any r=ason to serve or if
the Governing Bedy detsrmines by ordinance that said Bank or its succasssor should
no longer serve as Fiscal Agent or Cepository Bank. Upon any such change, the
Governing Body will cause notice of the Change to be sent by ragistered or
certified mail to the Purchaser.

(D) User Contracta. The Iasuer shall, prior to delivery of the Bonds,
Provide evidence that there will be 117 bona fide uzers of the proposed System
when the extension of the System is completed and placed in operation, and must
ocbtain user agraemants and thae user contribution from sach new uaser and.dapoait
in' the 1995A Project Construction Account all such new user contributions
cellected.

(2} Charges and Fees. The Issuer shall remit from the Revanue Mand to
the Depository Bank such additicnal sums as shall ba necessary to pay the charges
and fees of the Depcsitory 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 secursad, to the full axtent thersof in excess of such
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insured sum, in a lawful manner for sacuring dapogita of. stats and ¢
funds under the laws of the State. ' Po _ municipal

(G) DRemittancses. All remittances made by the Isauver to the Depository
Bank shall clsarly idantify the fund or account into which each amount ia to ba
deposited. -

(") Gross Revenues. The Grosa Revenuas of the Systam shall only be used
for purpecses of the Systam.

ARTICLE VI
GENERAL COVENANTS

Section 6.01. General Statement. S0 leng as the Bonda sghall be
outatanding and unpaid, or until there shall have been set apart in the Reserve
Fund a sum sufficient toc prepay the entire principal of the Bonds remaining
unpaid, together with interust accrued and to accrue therson to the dats of
prepayment, the covenants and agreements contained herein shall be and constituta
valid and lagally binding covenants between the Issuer aand the Purchaser.

Section 6.02. Rates. The Issuer will, in the manner provided in the
Act, Zix and colilact suca rasds, - Jees o othar ch 333 2or the sazvisas and
facilities of the Systam, and revize the same from time to time whenever
necesgary, as will always provide ravenues in each figeal year sufficient to
produce net revenues equal to not less than one hundresd ten percant (110%)
percent of the annual debt gervice on the Bond and to maks the paymanta required
herein into the Reaerve Fund and all the necessary expenses of operating and
maintaining the System during euch fiscal year and such rateg, fees and other
charges shall not be reduced so as to be insufficient to provida adequate
revenues for such purposes.

Section 65.03. Sala of the System. The System will not be scld without
the prior written consent of the Purc%aser S0 long as the Bond is ocutstanding.
Such consent will provide for disposition of the proceseds of any such gala.

Section 6.04. Igsuance of Additional Parity Bonds or Obligatioms. No
additional parity bonds or obligationa payable out of the revenuas o% the System
or any part thereof shall be issued after the issuance of the Bond pursuant
hereto excspt with the prior writtan consent of the Purchaser or the then holder

of or Trustee or agent for the holder of the Bond.

Sectlon &.05. Insurance and Bond. The Isauer hereby covenants and
agreaes that it will, as an eipense of construction, cperation and maintenanca of
the System, procure, carry and maintain, so long as the Bond remaina outstanding,
insurance with a reputable insurance carrier or carriers covering the following
riska and in the follcwing amountas:

(a) Real Property Insurance, to be procurad upon acceptance of any pact
©f the Project frcm the contractor, and immediately upon any portion of the
System now in use, on all above-ground astructurea of the System in an amount
equal to the full insurable valus thereof. In the event of any damage to or
destructicn of any portion of the System, the Issuer will premptly arrange for
the application of the insurance proceeds for the repair or rqcanstruqticn of
such damaged or dastroyed portion. The Issuer will itself, or will require each
contractor and subcontractor to, obtain and maintain buildar's risk insurapca to
protect the interests of the Issuer during construction of the Projact in the
full ingurable value theracf. -
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(b) Public niability Iasurance, with limits of not 1ss3 than $500,000 for
one or mors perdona injured or killed in one accident to protact the Issuer frem
¢laims for bodily injury and/or death, and nct less than $200,000 to protact the
Issuer from claims for damage to property of others which may arise frem the
operation of the Systsm, such insurance to be procured not latar than tha data
of delivery of the Bonda. '

(c¢)  Vehicular Public Liability Insurancs, in the avent the Issuer owns
or operatae aany vehicle in the operation of tha System, or in the event that any
vehicle not cwned by the lasuer is operated at any time or times for the benefit
of the Issuer, with limita of not less than $500,000 for cne or more persons
injured or killed in one accident to protect the Issuer from claims for bodily
injury and/or death, and not leas than $200,000 to protect the Issuer from claimg
for damage to property of othera which may arize frem auch operation of vehiclas,
Buch insurance to be procured prior to acquiaition or coomencement of operation
of any such vehicle for the Issuer. :

(d) Rorkars' Compensation Coverage for all Emplovees of the Town Eligibls
Therafor and Performance and Pavmernt Bonhs, Buch bonda to be 1h the amounts of
one hundred percsnt (100%) of the conatruction contract, will be required of each
prime contractoer, and such payment bonds will be filaed with the Clark of the
County Commission of Eardy County prior to commencament of construction of the
Project in compliance with West Virginia Code Section 38-2-39. Workars' .
compengation insurance will be maintained as requirsd by the laws of the Stata

of West Virginia.

(a) Fidelity Bonds will be provided as to evary membar of the Governing

Bedy and every officer and employse of tha PSD having custedy of the Ravenua Fund

or of any ravenues or cther funds of the Systam in an amcunt at least equal to

the total annual debt service requirsmentas for all outstanding RECD, formerly
 loans. '

{f£) Flocd Insuranca to be procured, to the sxtant availabls at reascnable
cost to the Isauer. '

' {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
Bead is outstanding, the Issuer will carry insurance and bonds or cause insurance
and bonda to be carried for the protection of the Issusr, and during such
construction will require each contractor and subcontractor to carry lnaurance,
of such types and in such amounts as the Purchaser may specify, with insuranca

-carriers or bonding companies acceptable to the Purchaser.

Section 6.06. Statutory Mortgage. For the further protaction of the
holder of the Bond, a statutory mortgage llen upon the Systesm is g¢granted and
created by the Act, which statutory mortgage lien is hersby rzecogqnized and
declared to be valid and binding and shall taks effect immediataly upon delivery
of the Bond. '

Sectlon 6.07. Eventa of Default. Each of tha following events is
haraby declarsd an "EBvent of Default®;

{A) Failurs to make payment of any monthly amortization lnatallment at
the date spacified for payment tharsof and/or; :

(B) Failura duly and punctually to chsarve or rperform any of the
covenants, conditions and agrzements cn the part of the Issuer contalned in the
Bond or herein, or wviolation of or failura to obsarve any provision of any
rPertinent law or of this Bond Resolutlion. '

Section 6.08. Eaforcsment. Upon the happening of any Event of Default
specified above, then, and In avery such caza, the Purchaser may proczed to
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protact and enforcs ita rights by an appropriate action in any court of competant
jurisdiction, either for the specific performance of any covenant or agra;ment
or execution of any power, or for the enforcement of any proper lagal oé
equitable remedy as shall be deemed most effectual to protact and enforcs such
rights and shall have all righta preascribed by the Act, W.Va. Ccda and other
applicable law.

Upon application by the Purchasar, ‘guch court may, upon procf of such
default, appoint a receiver for the affaira of the Issuer and tha SYStam.‘ The
Recgiver so appointed shall administar the Systam on behalf of the Issuer, shall
axercige all tha rights and powers of the Iasuer with rsspect to the System, -
shall procesed under the direction of tha court to cbtaln authorization té
increase rates and charges of the Systam, and shall have the power to collect and
roceive all revenues and apply the same in auch manner as the court may direct.

Saction 6.09. Fiacal Year; Eﬁgget. While the Bond 13 ocutatanding and
unpaid and to the extent not now prohibited by law, the System shall be operatad
and maintained on a fiascal year baais commencing on July 1 of each year and

ending.on the following June 30, whizch period shall alao constituta the budget
year for the operation and maintenance of tha System. Not lataer than thirty {30)

‘days prior to the begioning of each fiacal year, the Issuar agrees to adopt an

Annual Budget for the ensuing year, and no expenditures for operation and
malntenance expensaes of the System in excesa of the Annual Budgat shall be made
during esuch fiscal year unless unanimously authorized and diractad by the
Governing Body. GCopies of each Annual Budget shall be delivered to the Purchaser
by the beginning of each fiscal yeaz.

1# for any reascn the Issuer ahall not have adopted an Annual Budget befors
the first day of any fiscal year, it shall adopt a Budgat of Currant BExpenses
fyom month to month until the adeption of ‘an Annual Budget; provided, bhowever,

_that no such monthly budget shall exceed the budget for the corresponding month
" in the year next precsding by more than ten percent (10%); and provided further,

that adoption of a Budget of Currant Expenses shall not coanstitute compliance
with the covenant to adopt an Annual Budget unless failura to adopt an Annual
Budget be for a reason boyond the control of the Issuer, Bach such Budget of
Currsat Expenses shall be mailed immediately to tha Purchaser.

Section 6.10. Comrensation of Members of Gaverning Body. The Iasuer
hersby covenants and agrees that no compensatlion lor policy action shall be
paid to the members of the Governing Body in excess of the amount permitted by
the Act. Payment of any ccmpensation to any such member for policy dirsction
shall not be made if such payment would cause the Net Revenues to fall balow the
amount required to meet all payments provided for herein, nor when there ia
default in tha performance of or compliance with any covenant or provision
heraocf. '

Section 6.1ll. Covenant to Proceed and Completa. The Iasuer hersby
covenants to proceed a3 promptly a3 poas @ with the construction of the Projact
to ccmpletion thersef in accordance with the plans and specifications prepared

by the Consulting Enginear and on file with the Secretary on the dats of adoption
herecf, subjaect to permitted changes. _

Sactien 6.12. Books and Records; Audita. The Isauer will keep hooks
and racords of the Systam, which anall Ce separate and apart frem all other
books, recerda and accounts of the Iasuer, in which complata and correct entries
shall be made of all transactions relating to the Systsm, and the Purchaser shall
have the right at all reasocnable times to inspect the System and all records,
‘aceounta and data of the Issuer relating therato.

The Issuer shall, at lsast oncs a year, cause sald bocks, rscords and

accounts of the System. to be properly audited by an independsnt competant fizrm
of certified public accountants and shall mail a copy of such audit report to the
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Purchaser. The Issuer further covenants to comply with tha Act with respe
such booka, records and accounts. N Ctlto

) $ection 6.13. Maintsnance of Systam. The Iasuer covenanta that it will
continuously operate, in an economical and eificient manner, and maintain the
System as a ravenua-producing utility ag herein provided sc long as the Bond is
-outstanding. '

Section 6.14. No Competition. To the extant lsgally allowable, tha
Issuer . will not permit competition with tha Syastem within its boundaries or
within the territory saerved by it and willl not grant or cause, consent te or .

"~ allow the granting of any franchise, permit or other authorization for any

parson, firm, corporation, public or privata body, agency or inatrumentality
whatascever to provida any of the services supplied by the System within the
boundaries of the Issuer or within the tarritory served by tha System.
ARTICLE VII
RATES, RULES, COVENANTS, ETC.

Section 7.01. Initial Schedule of Ratas and Charges.

A. The initial echedule of ratas and chargea for the sarvices and
facilities of the System shall be as set forth on an Order of the Public Service
Commission datad August 10, 1995, and amended October 20, 1995, in Case Number
95-0020-PWD-CN, which crdera are incorporatad hereln by refarence and are made
a part herecf. ‘

B. The Iasuer hereby modifiaes and enacts to the extant necessary the rates
and charges as set cut ln the above-rafarenced order and to ba included on a
tariff gheet to be filed with tha Public Service Cocmmission which rates and
conditions are as follows: ‘

Rates : ' Minimum Charge

- Available for general domestic, No bill shall bhe randered for less
commercial and industzial sexrvice. ~ than the folleowing amounts

according to the aize of meter
) installed.

Pirst 3,000 gala. @ $7.00 per M gals. 5/8" mater $21.00 per manth
Naxt gals. @ per M gals. /4" meter $31.50 per month
Next gals. @ per M gals. i meter $52.50 per month
Naxt galas, @ per M gals., 1 1/2¢ meter $105.00 per month
Next - gals. @ per M gals. 2n metar $168.C0 per menth
Next gals, @ per M gals. ar metar $315.00 per month
Next gals. @ per M gals. 4n metar $525.00 per month
Next ‘gals, @ " per M gals. 6" meater $1,260.00 per month
Over 3,000 gals. @ 3$7.00 per M gals. a" meter $1,680.00 per month

{Minimum Monthly Bill $21.00 for 3,000 gallons)

Delayed Paymant Penalty B )
The above tariff i3 net. On all accounts not paid in full within twenty

{20) days of data of bill, tan percent {10%) will be added to net amount shown.
If any bill is not paid within asixty (60} days after data, watar saervice to the
customer will be discontinued. Water service will not be rastored until all past
due water bills have been paid ia full and all accrued penalties plus a
rueconnaction charge have been paid.
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' Prior to conatruction - $100.00.
After start of comatruction, there shall ke a charge of %$330.00.

Reconrection Chargs
$20.00,

Section 7.02. Watar Purchase Contrack. As required by the Lattar of
Conditicns and as authorizad Dy the Public Servics Commisaion, the lssuer shall
entar and is authorized to enter into a Watar Purchase Contract with the Town of
Mcorafiald to purchase treatad water.

Seaction 7.03. FTuarther COvenants;

Tha Iasuer hersby further covenants and agreee as followsa:

A. Thers shall not ba any discrimination or differential in zates
_betwaen customers in aimilar clircumstancea. : .

_ B. The Issuer may require any applicant for any service by the Syatem
to deposit a reasonable and equitable amount to insure payment of all charges for
the services render=sd by the System, which depoait shall be handlad and disposed
of under thae applicabla rules and requlations of the Public Servics Commission
of West Virginia. _ :

C. The Isauer, to the extent permitted by law, will not accept payment
of any water bill from a customer served with watsr and sewer services by the
Iasuer without payment at the same time of a sewer bhill cwed by such customer for
the same premises.

D. All delincuent fees, ratas and charges for services or facilities of
the System shall ke .iens on the premises served of equal degrse, 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 remediss and powers
as are provided under the Act and other applicabls provisions of law with regard
o the collaction and enforzemaent of such fees, rates and charges.

BE. Thae Issuaz will not render or cause to ba rendered any free services
of any nature by the System nor any of the facilities; and in tha event that the
Issuar or any department, agency, officer or employes thersof should avail itself
or themdalves of tha gservicee or facilities of the System, the gsame fees, rates
and charges applicable to other custcmers receliving liks services under similar
circumstancea shall be charged, such charges shall ba paid as thay accrue, and
revenues o received shall be deposited and accounted for in the same manner as
other Revenues of the Syatem. '

ARTICLE VIII
MISCELLANZCOUS

Saction 8.01. Dafeasancea of Bond. If the Issuer shall pay or there
shall otherwise be paid, to the Heolder of the Bond, the principal of and interest
due or to become dug therson, at the times and in the manner stipulated therein
and in this Bond Resolution, then with respect to the Bond, the pledge of Net
Ravenues and other moneys and securities pladged under this Bond Rascolution and
all covenants, agreements and other obligations of the Isauer to the Registared
Owner of the Bond, shall thareupon cease, terminata and baccme void and be
digcharged and satisfised.

Saction 8.02. - Filing Undar Uniform Commarcial Coda. Conj:amporaneously
with the delivery of tha dond, the Issuer shall ex=cute Financing Statements
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meeting the requirsments of the Uniform Commercial Code of West Virgind

- promptly thersafter shall fila such FPinancing Statements in the cfficia c; :ﬁg
Secretary of State of West Virginia and of the Clark of the County Commisaion of
Hardy County. moni3d i

Saction 8.03. Delivery of Bond. Tha Chairman and'Secretary of tha
Governing Body are hereby authorized and directad to cauae the Series 1995A Bond
numkered AR~1l, hereby awarded to the Purchaser pursuant to prior agreement té
be delivered to the Purchaser as gsoon as the Furchaser will accept such daliv;ry.

Section 8.04. Severability of Invalid Proviaion. If any one or more
of the covenants, agreemsents or provisiona hersof saoculd be hald 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
whatsoaever be hald invalid, then smuch c¢ovenants, agreements or provisions shall
be null and void and shall be deemed separable from the remaining covenants,
agreements or proviaions hersof, and ehall in no way affect the valldity of all
the other provisions herecf or the Bonds. _ ‘

Saction 8.05. Ceonflicting Provialons Repealed. All resolutlons and
orders, or parts thereof, in conflict with the provisions hereof are, to the
extaent of such c¢onflicts, heraby repealed; provided that thias Section shall not
be applicable to the Loan Resolution (Form FmHA 442-47).

Section 8.06. Table of Contents and Headings. Tha Table of Contants
and headings of the articlaa, asctions and aubsections herscf ars for conveniencs
only and shall malthsr contrel nex affact in any way tha maaning oo construchion

of any of the provisions heracf.

Section 8.07. Modification or Amendment. The Bond Resolution may not
be modifiad or amended in any material manner arter final passage without the
prior written consent of the Purchaser and/or holder of the Bond. '

Sactlion 8.08. Covenant of Dus Procadurs, Btc. The Iasuer covenanta
. that all acta, conditions, things and procedures requirad to exist, to happen,
to be performed or to be taksn precsdant to and in the adoption of this
Resclution do exlst, have haprened, have been performed and have been taken in
. reqular and due time, form and manner as required by and in full compllance with
the laws and Constitution of tha State applicabls thereto; and that the Chairman,
Secretary and members of the Governing Body were at all times when any actlons
in connection with this Rasolution occurrad and are duly in office and duly
qualified for such offics.

Section 8.09. Supplamental Resolutions. The Issuer may pasa such
supplemental resclutions, if necessary, to eifectuate the purpoeas and intent of
this Resolution.

Section 8.10. Bffective Time. This Resolution shall taka effect
immediately upon its adoption.

Section 8.11 . Statutory Notlice of Meeting and Bond Issue. An abstract
of this Bond Reeclution detarmined by tha Govarning Body to contain sufficient
information as to give notice of the contants hereof shall be published once in
a qualified nawapaper having a general cirzculation in tha Hardy County Public
Servicae District, together with a notice stating that this Bond Resolution will
be considered and that the Issuer contemplates the issuance of the Bond, and that
any person interssted may appear bafore the Public Sarvice Board upon a date
certain, not less than ten (10) days subsequant to the data of publication of
such abstract of this Bond Resolution and notice, and present protasts, and that
a certified copy of the Resolution is on file with the Governing Body for raviaw
by interested persons during office hours of the Goveaerning Body. At such
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maeting, all objectiona and suggestiona shall ke heard, and the Governing Body
.shall taka such action as it shall deem prorer in the premises.

Pasgage of Resolutlion
Folloewing Meeting ~ Decsmber 18, 1995.

EARDY COUNTY PUBLIC SERVICE DISTRICT

By: \'__//;../z Z?t'a: ész:f-//'/L

+QRalrman

[SEAL] ]
Attest: ) . : . .
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CZRTIFICATION -

I, Edward E. Metheny, Secretary of the Hardy County Public Service
pistrict, hereby certify that the foregoing is a true and correct copy of an
Resolution approved at a meating of the Public Service Beoard of the Eardy County
Public Service District held on December 18, 1995.. 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 rapealed.

WITNESS my signaturs on this /;' day of December 1395.
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' STATE OF WEST VIRGINIA,
b ' COUNTY OF HARDY, to-wit:

The foregoing instrument was acknowledged befors me this 4:;‘“ " day of
Deceqaher, 1995, by Matthew G. Gapp, the Chairman of the Hardy County Public
s;;'v:.c? Di:;rgctr,ha cp:bléic ica district created pursuant to the Act by an
order lasu y The County isgion of Hardy County, West Vir i 1

of said public service district. - | Y_ T : giaia, on benalg |

My ccmmission expires ¢ e ro
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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 thJ.S day presented in.

said office and admitted to record. . OM]’—#\
) Teste S - - Cletk.

CASTO & HARNIS INC., SPENGEN, V. YA, AE-OABER ne. 1632 2-93
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HARDY COUNTY PUBLIC S2ERVICE DISTRICT

TAXABLE WRTER RIVZNUZ BOND (WARDENSVILLE EXTENSION)
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HARDY COUNTY PUBLIC SERVICE DISTRICT |

RESOLUTION AUTHORIZING THZ ACQUISITION AND CONSTRUCTION OF PUBLIC SERVICE
PROPERTIZS AND ISSUANCE OF7 PARITY TAXABLE WATEBR REVENUZ BOND (WARDENSVILLE
EXTENSION), SERIES 1995E, OF THE HARDY COUNTY PUBLIC SERVICE DISTRICT, IN
THE AMOUNT OF $280,000, TO FINANCE THE ACQUISITION AND CONSTRUCTION OF
IMPROVEMENTS TO A PUBLIC WATER SYSTEM; DEPINING AND PRESCRIBING THEE TERMS
AND PROVISIONS OF THR BCND; PRCVIDING FOR INTERIM CONSTRUCTION FPINANCING;
PLACING LIMIT ON SALE OF SYSTEM; PROVIDING GENERALLY FOR THE RIGHTS AND
REMEDIES AND SBCURITY OF THE HOLDERS OF THR BOND; PROVIDING STATUTORY LIZN
ON REVENUZES AND SYSTEM; PROVIDING FOR THE ADOPTION, RATIZICATION, APPROVAL
AND COLLECTION OF RATSS AND CHARGES PFOR THE PUBLIC WATER SYSTINM;
AUTHORIZING WATER PURCHASE CONTRACT WITH TOWN- OF WARDENSVILLE, AND
gggmmc GENERAL TERMS AND PROVIDING WHEN THIS R3ISOLUTION SHALL TAIXE
CT. '

BE IT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF EARDY COUNTY
PUBLIC SBRVICE DISTRICY, MCCORBZFIELD, WaZST VIRGINIA:
ARTICLE I

STATUTORY AUTHORITY, PINDINGS
AND DEFINITICNS

Section 1.0l1. Authority fof this Resoclution. .'rhis Resolution is adoptaed
pursuant to the provisions ot Article 13A, Chapter 16 of the West Virginia code,
aa amended (the "Act™} .and other applicable proviasicona of law.

Saction 1.02. Pindings and Detsrminations. It ig hersby found, detasrmined
and declarsd aa follows:

. A. Hardy County Public Service District (the "PSD" or "Iagsuer") is a
public saervice district creatsd pursuant to the Act by an order lssued by The
County Commisaion of Hardy County, located in Hardy County, West Virginia.

B. Tha Issuer now has a public wataer system and dasiras to improve and
expand that systam and it is deemed essential, coaveniant and desirable for the
health, welfars, safaty, advantage and conveniance of the inhabitanta of the
Iasusr and, accordingly, it i3 hersby ordared, that thers bs acguired and
constructed csrtain additions, betterments and improvementa to the exiating
public water systam of the Issuer known as tha "Systam" (scmetimes referrsd to
herain as the "Systam”) sc as to improve the public health, comfort and
convenience of reaidents of the Public Service Diatrict, including the
construction and installation of all necessary appurtenant facilities consisting
of a water distribution system known as the rural Wardensville Bxtension to serve
rural residents in tha arsas ocutside the municipal limits of Wardenaville, Hardy
County (the "Project")}, and ganerally described as water line extensions, pumps,
pumping stations, water plant improvements and necessary appurtenances
particularly described in and according to the plans and specificationa preparad
by the Consulting Bngineer for the Project and herstofore filed in the officas of
the Secretary of the Public Service Board (the "Governing Bedy") of the Iasuer.
The construction and acguisition of the Project and the financing hereby
authorized and provided for are public purposes of the Issuer and are orderad for
the purpose of meeting and serving public convenlence and nacassity.

c. It i3 necessary for the Issuer to issus its rsvenua bond in the
aggregate principal amount of $280,000 to finance a portion of the coata of such
constructieon in the manner hereinaftar provided. :

D. The estimated maximum cost of the constructicn of tha Project is
$810,000; which will be obtained from the proceeds of sala of the Series 19938
.Bond herein authorized and from a grant to be made by RECD, as hersainafter
defined, in the amount of $53C,C00. The coat of such construction shall be



deemed to include, without being limitad to, the constzruction or acquisition of
the Project, the acqulisition of any necessary property, real or Feraonal, or any
intesrest therain; intersst on the Bonds prior to, during and for six (6) montha
after ccmpletion of such construction to the extent that ravenuas of the Syastem
ara not sufficlent thersfor; engineering and lagal expensed; exrenses for
estimates of coats and revenues; expenses for plans, specifications and survays;
and such other expenses as may be necsssary or incidantal to the constzuction of
the Project and the financing authorized hersby.

E. The pericd of usefulness of the Systam after complation of the
Project is not lesa than forty (40) years. :

z. There are currsently outstanding the obligaticns of the Issuar with-
which the Bond will rank on a parity as to lian and scurca of and security for
payment as follows: o

(i) Water Revenue Hond of the Issuer, datsed March 15, 1938, {the
"1983 Bond") issued in the origirnal principal amount of $300,000 securad under
the terms of the 1988 Resolution (hereinafter defined); ‘

(ii) Water Revenua Bond of the Issuer, dated July 12, 1990 {th=
"1990 Bond") iasued in the original principal amount of $50,000 secured under the
terms of the 1990 Resolution (hereinafter defined); and

(iii) Water System Revenue Bond of the Issuer, dated June 22, 1993
(the "1993 Bond") issuad in tha original principal amount of $330,000 sacured
under the terms of the 1993 Resolution (hereinaftar defined).

With the exception of the bonds described above and the 1995A Serles Bond,
there ar= no other outstanding bonds or obligations of tha Issuer which will rank
Prior to or on a parity with the Bond as to lien, pladge and/or source of and
security for paymant. : _

G. The Iaduer i3 not in default under the terms of the 1988 Reaolution,
the 1990 Resalution and the 1993 Resoclution or any document in connection
therewith, and has complied with all requirements of all the foregoing with
respect to the issuanca of parity bonds or has obtained a sufficient and wvalid
waiver thereof. .

H. The eatimatad revenues to be derived in each year from the operation
of the System after completion of the Project will be sufficisnt to pay all the
costs of the operation and maintenancs of the Systam, the principal of and
interaest on the Bonds {as hereinafter defined) and all dabt service, reserve fund
and other payments provided for herein. : o

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 tha BSonds, or will have sc complied prior to issuance of
the Bonds including, among other things, the imposition of rates and charges, the
consent and approval, pursuant to the Act, of the issuance of the Bonds by the
Public Service Commission of Wast Virginia by final order. _

J. It is in the bast lntersats of the Issuar that the Bonds be sold to
the United States Department of Agriculturs, Rural Economic and Community -
Develorment, succassor in intarsst to the Farmera Home Administration (the
"Purchaser" or "RECD"), pursuant to the terms and provisions of a letter of
conditions dated May 27, 1994, and all amendmenta theretc (the "Latter of
Conditiona").

K. The Issuer has also made arrangementa for interim financing as
requestad by RZICD and deems it to be in the best interests of the‘Issuer to enter
into a Credit Agreement and executs a nota or notas in the initial amount of
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$280,000 payabla to any intsrim construction or financing lender whick lander is
initially Capon Valley Bank. '

Saection 1.03. Resolution toc Constitute Contrackt. In conalderation of
the acceptancs of the Bonds by the Purchaser, this Resolution (the "Resolutlon")
shall be deemed to be and shall constitute a contract between the Isauer and the
Purchaser, and the covenanta and agreements set forth hersin to be performed by
the Issuer shall be for the banefit, protection and security of tha Registerasd -
Owner of the Bonds. . .

§ecticn }.04. Definitions, The following terma shkall have the
following meanings herein unlesas the text otherwise expraessly requires:

"Act"™ means Article l13A, Chapter 16 of the West Virginia Code, az amended.

"19958 Serles Bond" means the $280,000 Taxable Water Ravenue Bond
(Wardansville Extensicn) authorized by thia ordinancae.

"1995A Series Bond" meana the $320,000 Taxable Water Revenue ﬁond {Phage
III) authorized by the Igsuer in a separate raesolution. :

“3ond" means tha $280,000 Taxable Watar Ravenua Bond (Wardensville
Extenslon), Series 19958, authorized hereby to be issuad.

"Bonda" means the 1988, 1990, 1993 and 1995A Serles Bonds.

#1988 Bond" means the cutsatanding 8ond of the Iasuer dated March 15, 1938,
described in Section 1.02 F.{i) herein. : o

71590 Bond" means the outatanding Bond of the Issuer dated July 12, 1990,
describad in Section 1.02 F.(il) herein. :

1993 Bond" means the outstanding Bond of the Issuer dated June 22, 1953,
described in Section 1.02 PF.(iii) herein. : .

wchairman" means the Chairman of the Governing Body.

: "consulting Englneer” means Thrasher Engineering, Inc., Clarksburg, West
Virginia, or any qualified enginwer or firm of enginaers which shall at any time
hereafter be retained by the Issuer as Consulting Engineer for the System. :

"Ccosts" or "Costa of the Project" means those costs described in Section
1.02 herecf to ba a part of the cost of acquisition and constructicn of the
Projact.

"Depository Bank™ means initially the Capon Valley Bank, Wardensville, West
Virginia, a bank or trust company which is a member of FDIC and its succedsors
and assigna or such other gqualified bank or truat company designated now or
hersafter by lssuer.

npacilitiss” or “"watar facilities® means all the land and tangible
properties of the System and alsoc any tangible properties which may hersafter be
added to the watar system by additlion, betterments, axtenslons and lmprovements
thersto and proparties, furniture, fixtures or equipment therefor, hersaftar at
any time constructad or acquired.

"FDIC" means the Federal Deposlt Insurance Corporation.

wpigcal Year" means each year beginning on July 1 and ending on the
succseding June 30.

"Governing Body" means the Public Service 3oard of the Iassuer.
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."Government Obligations” means dirasct obligations of, or obligations the
principal of and intersst on which.ars guarantaed by, the Unitad States of
America. '

"Harein" means in this Resolution.

"Holder of the 3ond" or any sixilar term means any person who shall be the
registarad owner of the Bond. - _

"Issuer". or "Public Servica District" m_eana Hardy County Public Service
District, Hardy County, West Virginia, and, whera appropriate, alsc means the
Governing Body. . )

"Letter of Conditions" means the Latter of Conditions of tha Farmars Home
Administration, now known as RECD, succeasor in intarast to the Farmers Home
Administration, dated May 27, 1594, and any other amendments therato.

“"Net Revenuaes" meana the balancs of the grossa ravenues, as defined below,
remaining after deduction only of Qperating Expenses, as defined belcow.

"Operating Expenses" means the currsnt expenses, paid or accrued, of
operation and maintenance of the System and its facilities, and includea, without
limiting the generality of the foregoing, insurance premiums, salaries, wages and
administrative expenses of the Issuer relating and chargeable Bolaly to tha
System, the accumulation of appropriate reserves for charges not annually
recurrent but which are such as may reascnably be expected tc be incurred, and
such other reascnable operating costa aas 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 expendas

‘means also retantion of not to exceed such sum as working capital, provided that

all monthly amortization payments upon the Bonds and into the Reserve Fund and
Depreciation Reserve have been made to the last menthly payment date prior to the
data of such retention. ’ :

"Project” ghall have the meaning stated in Secticn 1.02 B. abova.

"Purchaser"”, "RECD, acting on behalf of the Rural Utilities Service,
successor in interest to the Parmers Home Administration”, "Rural Economic and
Community Develorment, acting on behalf of the Rural Utilities Service, succeasor
in intersst to the PFarmers Home Administration" or "Government" means Unitad
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 thereof.

"Qualified Investmenta" meana and include any of the following:
(a) Government Obligations; '

{b) Government Obligations which have been atripped of their
unmatured interest coupona, interest coupons stripped from Government
Obligations, and recelpts or certificates evidencing paymenta from
Government Obligations oxr intarest coupons stripped from Government
Obligationsj ) ) . '

{c}) Bonds, debenturesa, notes or other evidence of indebtednesas
issued by any of the following agencies: Banks for Cooperatives; Federal
Intermediate Credit Banks; Federal Homa Loan Bank System; Export—Impor:
Bank of the United States; Pederal Land Banksa; Government National
Mortgags Association; Tennessee Valley Authority; or Washington
Metropolitan Area Transit Authority; g

(d) Any bond, debenturs, note, participation certificate or other
8imilar obligations issued by the Federal Naticnal Mortgage Aasociation to
the extent such obligation is guaranteed by the Government National
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Mortgage Asscciation or issued by any other faderal a en and backacd
the full falth and czrsdit of the Unitad sStatas of Amo::jicca? s By

(o) Time accounts (including accounts evidenced by tine
certificates of deposit, time deposits or other similar banking
arrangementa) which, to the extant not insursd by the FDIC or Pederal
Savings and Loan Insurancs Corporaticn, shall be securad by a pladge of
Government Obligationa, provided, that said Government Cbhbligations pledged :
aither must mature as nearly as practicabls coincident with the maturity
of said time accounts or must be replaced or increased s that the market
valus thereof i3 always at least egqual to the principal amcunt of said -
time accounts; . - .

(f) Money market funds or similar funda whoae only aasets are
investments of the tyre described in paragrapha (a) through (e) abovs;

(g) Rapurchase agreemanta, fully secured Ly investments of the
types daescribed in paragraphs (a) through (e) above, with banka or
natlonal banking associationa which are members of FDIC or with government
bond dealers recognized as primary dealers by the Federal Reserva Bank of
New York, ovided, that eaid investments sacuring sald repurchase
agreements either must mature as nearly as practicable coincldeat with the
maturity of said repurchage agreements or must be rsplaced or incrsased so
that tha market value thereof is always at laast equal to the principal
amount of sald regurchase agrsements, and provided further that the holdex
of such repurchase agreement shall have a prior perfectad security
interedt in the collatsral therefor, must have (or its agent musat have)
possession of such collateral, and such collataral must be free of all
claims by third zarties;

(h) Tha West Virgiaia ;'ccnsolidated fund" managed by the Wast
Virginia Stata Bcard cf Investments pursuant to Chaptar 12, Article &, of
tha West Virginia Coda of 1931, as amended; and

(1) Oblizations of states or political subdivisicas or agencies
theracf, the intarest on whlch is excluded from groas inceme for fadaral
income tax purpcsed, and which ars rated at least "A" by Moody's Investors
Sarvica, Inc. or Standard & Peor's Corporation. .

"Registrar” or "Sond Registrar" means the Issuer which usaually shall act
by its Secrotary. :

"Resolution” means this Resolution and all resolutions supplemental hereto.

"1988 Resclution” means the rasolution providing for the 1988 Bond, adcpted
October 19, 1988, as amended by resolution adopted March 15, 1989. -

»199¢ Resclutlien” means the resolution providing for the 1990 Bond, adopted
July 12, 1590.-

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

"Revenuea" or "grosa revenues” meana all ratss, rents, feaa, charges or
other inceme received by the Issusr, or accrued to the Issuer or any department,
board, agency or instrumentality thersef in contral of thae management and
operation of the System, from the operation of the System, and all parts thereof,
all a3 calculated in accordance with sBound accounting principles.

“"Sacretary" means the Secretary of the Governing Bedy.



"System” means the Project initially, and all existing watar i
owned by the Iassuer and all Facilitias and other property of‘ivery na£:§:}L§::§
or personal, now or hersaftar acquirsd and/or ownad, held or used in connection
with the System, including mains, hydrants, meters, valves, atandpipes, storage
tanks, pump_tanks, pumping stations, intakas, wells, impounding reservoirs
pumps, machinery, purification planta, softening apparatus and all ctheé
facilities necassary, appropriate, useful, conveniant or inclidental in connection
with or to a public watar system; and shall also include any and all additions
extensions, improvements, replacements, propertias or other facilities at an}
;im? ;:quired or constructad for said watar gsystem after cocmplation of the

roje -

"Tap Fees" means the fees, if any, paid by prospective customers of ther
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
corporaticna; words importing the masculine, feminine or neuter gendars shall
include any other gender; and any requirsment for execution, sealing and/or
attestation of the Bonda or any cartificate or other document by the Secretary
shall mean that such Bond certificata or other document may be exacuted, sealed
and/or attested by an Acting Sacretary. .

ARTICLE It

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.0l. Authorization of Acgquisition and Constzuction of the
Project. Thers ia heraBy authorized the acguisition and construction of the
Project, at an estimatad cost of $500,000 in accordance with the plans and
specifications which have bean prepared by the Consulting Enginears, herstofcra
#iled in the office of the Governing Body. The proceeds of the Bonda hereby
authorized shall be applied as provided in Article V hereof.

ARTICLE IIX

AUTHORIZATION, TZRMS, BﬁECUTION, REGISTRATIOR
AND ISSUANCZ OF BOND

Section 3.01. Authorization of Bond. Subject and pursuant to the
provisions harecf, the Bonds OFf the Issuer to be kncwn as "Hardy County Public
Service District Water Revenue Bond (Wardensville Extenalon), Series and 1995B"
in the principal ameunt of $280,000, is hereby authorized to be issued focr the
purpose of financing a portion of the cost of the construction and acguisition
of the Project. '

_ Saction 3.02. Description of Bond. The Bond shall be issued as a
single registered form, No. BR-1, and shall be dated on the date of dalivery.
The Bond shall bear intarest from date, payabls moanthly at a maximum rate of four
and one half percent (4.50%) per annum or such lower rata that RECD, formerly
FmEA, will make available at closing, and shall ba sold. for the par value thersof
but in no event graater than four and ona half percent (4.50%) per annum.

Tha Bond shall be subject to prepayment of scheduled monthly inatallments,
or any portion thereci, at the option of the Iasuer and shall be payable as
provided in the Bond form hereinafter set forth.

Saction 3.03. Exacution of Bond. The Bond shall be aexscuted in the
name of the Issuer by the Chairman and its corporata seal shall be affixed
therato and attastad by the Secrstary, and the chairman and the Secratary ars




hereby authorized to executa the Bond and such cther dccuments as are necesssary
to finaliza thia transaction. In case any one or more of the officers whe shall
have signed or sealed the Bond shall c=ase to be such officer of the Iaguer
tefora the Bond so signed and sealad have been actually sold and delivarad, such
Bond may nevartheless be sold and deliversd as herein provided and may ze iasued
as if the person who signad or sealed such Bond had not ceased to hold such
office. Any Bond may be signad and sealad on bghalf of tha Isauer by such person
as at the actual time of the execution of such EBond shall hold the prever office.
in the Issuar, although at the date of such Bond auch person may not have haeld
such offics or may not have been sc authorized.

Section 3.04. Negotiability, Registratiom, Transfer and Exchange of -
Bond. The Bend shall be and have all the qualities and incidaents Of negotianle
fnstruments under tha Unliform Commercial Code of the State of West Virginia, but
the Bond may only be tranefarred by transfer of the registration theraof upon the
books requizrsd to be kept pursuant to Section 3.05 hereof, by the party in whese
name it is registered, in person or by attorney duly authorized in writing, upon
" gurrender of the Bond for cancellation, accompanied by delivery of a written
ingtrument of transfar, duly executed in a form acceptabla to the Regiatrar. Ko
interest in the Bond shall be tranafarabls except by meana of transfer of
registration of a Bond representing such interest and delivery of a new Bond or
Bonds in exchange therefor in accordance with this Bond Resoluticn.

Whenever the Bond shall be surrendered for regiastration of tranafer, the
Isguer shall axecute and deliver a new Bond or Bends 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 other govermmental charge

required to be paid with respect to such tranafer, but the Issuer shall pay any

‘other expenses incurred by the Registrar with raspect to such tranafar. .

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

Saction 3.05.. Registrar. .The Isauar shall be the Bond Reglatrar and
‘will keep or cause to be kept Dy its agent at its office, sufficient books for
the registration and tranafer of tha BEond, and upon presentation for sguch
purpcse, the Reglatrar shall, under such reasonabla regulaticns as 1t .may
prascribe, register the Bond initially iasued pursuant hereto and regiatar the
transfer, or cause to be registered by its agent, on such bocks, the tranafer of
the Bonds as hereinbefora provided. : '

- The Ragistrar shall accept the Bond for registration or transfar only if
ownership therecf i3 to be registered in the name of an individual (including
joint cwnership), a corporation, a partnership or a trust, and only upon recaipt
of the social security number of each individual, the fedaral employer
idantification number of each corporation or partnership or social security
numbers. of the settlor and beneficiaries 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.

Section 3.08. Bond Mutilated, Destroved, Stolen or Lost. In case the
Bond shall become mutilatad or be cdestroyed, stolen or lost, the Issuer may in
its dimscration igsue and deliver a new Bond of lilks tanor as the Bond so
mutilated, destroyad, 8tolan or lost, in exchange and substitution for such
mutilated Bond or in lieu of and subatitution for the Bond dastroyed, ﬂtolen.or
lost, and upon the holder's furnishing the Issuexr procf of his, her or its3
cwnership thereof and comwplying with such other resasonable regulations and
conditiocns as the Issuer may require. Tha Bond so gurrandered shall be canceled
and held for the account of the Issuer. If the Bond ghall have maturad or Le
about to maturs, instaad of issuing a substitute Bond the Issuer may pay the
same, and if such Bond be destroyed, stolen or loat, without surrender thereof.



‘Section 3.07. Bond Secured by Pladge of Ravenuas. The payment of the
debt service of the Bond shall be secured forthwith by a parity lien with the
1588 Bond, the 1990 Bond, the 1593 Bond, and tha 19935A Series Bond on the net
revenues derived from the System in addition to the statutory mortgage lien con
the System hereinafter provided for. The net revenuas darived from the System
in an amount sufficient to pay the principal of and intereat on the Bend, and to
make the payments as hereinaftar provided, ara hersby irrevocably pladged to tha
payment of the principal of and interest on the Hond as the same hecome due.

Section 3.08. Form of'Bond.'Subjéct'to the provisions hereof, tha textr
of the Bend and the cther detalils thereof shall be of substantially the folleowing

tenor, with such cmlasions, insertions and variationa as may be authorized or .

permitted hereby or any supplemental resclutlon adopted after the date of
adoption herecf and prior to the issuance thereof: .



(FORM OF BCND)

$280,000
HARDY COUNTY PUBLIC SERVICE DISTRICT,
TAZABLE WATER REVENUE BOND (WARDENSVILLE EXTENSION),
SERIES 19953

No. BR-1 - ’ Data: December 18, 1395

FOR VALUE RECEIVED, the BARDY COUNTY PUBLIC SERVICE DISTRICT, a public
gervice district created pursuant to the Act by an order iasued by The County
Commission of Hardy County, in Hardy County of said Stata (herein called
"Issuer"), hereby promiges to pay to the order of the United States of America
(the "Government"), or its registared assigns at ita NMational Finance Office, s5t.
Louis, Missouri 63103, or at such other Flace as the Government may hereafter
designate in writing, the principal sum of Twoe Hundred Eighty 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 sald 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
tha Bond and comtinuing on the corrasponding day of each menth for the first
twenty-four (24) months after the date herecf, 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. Tha
.consideration herefor shall support any agreement modifying the foregoing
schedule of payments. _

[f the total amount of the loan is not advanced at the time of loan
closing, the loan shall be advanced to Igsuer as requested by Iasuer 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 and made 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 the principal.

Prepayments of scheduled installments, 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 scurce 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 obligatien of Issuer to
Pay the remaining installments as scheduled herein.

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

¥While this Bond 1s 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
Or an annual installment due date basis. The effective date of every payment
made by Issuer, except payments retained and remittad 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 paymant to the hoider. The
effective date of any prepayment retained and remitted by the Government to the



holder on an annual installment dye date basia shall be the data of the
prepayment by Issu2r, and the Government will Pay the intersst to which the
holder is entitled accruing between the effective data of any such prepayment ang
the date of the Trasasury check to the holder. , :

due and payabla by Issuar to tha Government without demand. Issuer agrees to ugse
tha loan evidancad hersby solely for Purposes authorized by the Government.

. This Bond, together with any additional bonda ranking on a Pazrity harewith
which may be issued and outstanding for the Purpose of providing funda for
financing coets of construction of improvements tc a water system (the "Syatem")
cf the Isguer, isa payable solely from the revenues to be derived from the
operation of the Syatem after thers have been firat paid from 8uch revenues the
Teasonable current costs of operation and maintsnapce of the System. This Bond
does not in any manner constitute an indebtedness of the Issuer within the
meaning of any constitutional or 8tatutory provision or limitation.

Registration of this Bond ig transferable by the ragistared owner hereaf-
in peraon or by hias, her or its attorney duly authorized in writing, at the -
office of the Issuar, as Bond Ragistrar, nut cnly ia the manner, subject to the
limitations and upon payment of the chargas, 1if any, provided in tha herain
defined Bond Lagislation, and UpPcn surrander and cancallation of this Bond. Upoen
8uch transfer a new Bond or Bonds, of authorizad denomination or denamiuations,
for the lika principal amount, will be issuad to the transferge in exchange
herefor, ' :

This Bond, under the provisions of the Act, is and has all the qualities
and incidenta of a negotiable instrument under the Uniform Commercial code of the
State of Weat Virginia, but may only be tranaferred by transfar of reglatration
hereof with the Bond Raglstrazr,

This Bond has been isgued under and in full compliance with the
Constitution and statutes of the State of Wesat Virginia, including, among others,
Articla 13A of Chapter 16 of the Wast Virginia Code (herein called the "actn).

Isauer will, at the Government's request, apply for and accapt such loan i
sufficient amount to rapay the Government, :

THIS BOND 15 ON A PARITY AS TO LIZN AND SOURCE OF PAYMENT WITH THR WATER
REVENUE BOND, SERIES 1988, WATER REZVENUE BOND, SERIES 1990, WATER SYSTEM REVENUE
BOND, SERIERS 1593 AND TAXABLE WATER REVENUER BOND (PHASE III), SERIES 1995A OF THE
1SSUER DESCRIBED IN THE RESOLUTIONS ISSUED WITH RESPECT TO EACH SERIES.
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The initial address of Government for purposes of bond ragiatratiecn is 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 its corporate seal to be hereunts
affixed or imprinted herson and attasted by its Secrstary, all as of the date

hereinabave written.
BERD! COUNTY PUBLIC SERVICE DISTRICT

(SEAL)
By: __
Chalrman
- . P.0. Box 209
- Mocorafiald, WV 26936

ATTEST:

.BY:

Secretary

11



(Form of)
RECCRD oF Anvnnqgg.

AMOUNT | DATE AMOUNT DaTx®

(1) s (6) s

(2) s (7) 3

(3) s (38} s

(4) % (9) 3

{5) s {10) 3
TOTAL §

(Porm of Assignment)
BSSIGNHEN?

FCR VALDR RECEIVED thea undersigned Sells, assigns, and tranafarg unto

the within Bond and doeg hereby i:revocably congtitute apa appoint

: » Attorney to transfer the said Hond op
the books kept for regiatration of the within Bond of the said Issuer with full
power of subatitution in tha Premises, _

DATED: .

- In the Presenca of:

A2
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ARTICLE IV
INTERIM CONSTRUCTICON FINANCING

Section 4.01. Authorization and General Tezms. In order to Pay certain
c€odts of the Project pending recelpt of the 9T083 proceeds of the Bond, the
Issuer may issue and soll itas Nota cr Notag (the "Notas"}, in an aggragats
Principal amount not to exceed $280,000. The Notes may be issued as avidence of
a line of credit from a commercial bank or cther lender, at the discretion of the
Isauaer, and as shall be set forth in a Tasolution supplemental herato. 7The Notea
shall bear interest from tha date or dates, at such rata or ratas, Fayable on
such date or dates and shall mature on such dats or datas and be subjact to guch -
Prepayment or redemption, all 48 .provided in the supplemental resoliution,

Section 4.02. Torms of and Sacurity for ﬁotae. Tha Notes, if isaued,
shall ba igaued with suchk taerma and gacured iz tha manner set forth in a
supplemental resolutioq.

Secticn 4.03, Notes are Special Obligations. The Notas shall he
speclal obligations of the lsduer payable as to principal and interest aclely
frem the proceeds of the Bond, grant proceeds, surplus revenues, lettar of cradit
proceeds, if any, and other Scurces. The Notes do not and shall not constitute
an indebtedness of the Issuer within the meaning of any constitutional or
atatutory provigions. The genaral funds of the Isgsuer are not liable and naither
the full faith and credit ner the taxing power, if any, of the Isauer is Pladged
for the payment of the Notas. The holders of tha Notasg shall never have the
right to compal the forfeituyre of Any proverty of the Issuer. The Notas shall
not be a debt of the Isguer, nor a legal or equitable pledge, charge, 1lien or
encumbrancae upcon any prorerty of the lasuer or upcn any of its income, raceipta
Or revenues except as sat forth in the supplemental resolution.

Saction 4.04. Execution of Doéumenta.- The Notes, Credit Agreement and

~any other documents required to Ba executed by the commercial bank or other

lender ghall be executad in the name of the Isguer by the Chairman, and the

Chairman and Secretary ars hezrsby authorized to @xecutae any Nota, Notes, Cradit

Agreement or any other documents nacessary to securs the interim financing.
ARTICLE V.

REVERUES AND APPLICATION THERZOF;
DISPOSITION CF BOND PRCCEEDS; FUNDS AND ACCOQUNTS

Section 5.01. Eatablishment of Funds and Accounts with Depx sitory Bank.
The following special funds Or accounts are created and eatabifshea with {or
continued if previcusly established by the 1988 Resolution) and shall be held by

the Depoceitory Bank, 8eparate, 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} 19958 Project Conatruction Account; -

{3)  Reserva Fund (established by the 1938 Resoluticn and continued.
hereby); . _

{4} Depreciation Reserva (aestablishad by thas 1988 Rasolution and
centinued hersby); and

{5) Sinking Fund,
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Section 5.02. Bond Procsedsg: 1993a Project Construction Account: all
moneys received from the sale ©f the Bond shall be depositad on racaipt by the
Issuer in the Devository Bank, 3 member of Federal Dapesit Insurance Corparation
(FDIC), in a special account hereby now established and designated as "$280,000
Hardy County Public Servica Digerict Water Systsm Construction Account

(Wazdanaville ZExtansion)” (herain callad <the "1995B Proiact Construction
Account?). The moneya in the 19953 Project Construction Account in excess of the

under Wast Virginia law. Moneys in the 19958 Project Comnstruction Aceount shall
be expended by the Iasuer solely for the purpcses provided herain. '

Until completion of the conatruction of the Project, the Igsuer will
trangfer from the 19953 Project Construction Account and Pay to the Purchaaser on
or before the due date, such sums as shall be from time to time required to make
the monthly installment payments on the Bond if there ars not sufficient Net
. Revenues to make such monthly payment )

If the Issuer shall determine at any time that all funds on deposit in the
19958 Project Construction Account excsed the eatimated disbursements on accgunt
of the Project for the ensuing ninety (90) days, the Iaauer may invest auch
excess funds in Qualified Investments. -

Pending application as provided in this Section 5.02, money and funds in
the 1995B Project Construction Account shall be invested and relnvestad at the
direction of the Issuer, to the extant pogaible in accordance with applicable
law, in Qualified Investmenta. -

When construction of the Project has been completad ard all costs thersof
have been paid or provision for such payment has been made, any balance remaining
in the 19958 Projact Construction Account shall be disposed of in accordance with
the regulationas of the Purchaser. .

Section 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 Raserve Pund a sum sufficient to pay, when due or at
the earliest practical Prepaymaent date, tha entire principal of the Bonds
remaining unpaid, together with interest acecrued and to accrue thereon, the
Issuer further covenants with the holder of the Bond as follows:

' {A) Revenue Pund. The entire Grose Revenues derived from the operation -
of the Syatem, and all rarts thereof, and all Tap Fees received, shall phe
daposited as collacted by the Issuer in a special fund in a bank or trust company
in the state of Wast Virginia which ia a member of FDIC, which Fund, known as the
"Revenue Fund" originally established under the 1988 Resclution and which ig
hereby continued hersunder with the Depoeitory Bank. The Revenue Fund shall
conatituta a trust fund for the purpoaes provided herein and shall be kept
Separate and distinct from all other funds of the Issuer and used only for the
purposee and in the manner provided herein.

(B) Discosition of Revenues. All Revenues at any time on deposit in the
Revenue Fund shall be sposed of only in the following order and priority
Bubject to the provisions of Section 4.04 of the 1988 ‘Rasolution not otherwise
modified herein:

{1) The Isauer shall first each month pay from the moneys in the Revenue
Fund all current Operating Expensas,

{(2) The Isauer shall next, each month, on or before the due dats of
payment of each installment on the Bonds, tranafer from the Revenue Pund and
remit to the National Finance Office designated in the Bond {or asuch other place
48 may ba provided pursuant to the Bond), the amount required to pay the interest
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on the Bonds, and to amertize the Frincipal of the Bonds Over the rascect;
lives of sach Bond issue. All payments with respect to principal of ang intar;::

raspective aggrsgata principal amounts therect outatanding and on a parity wish
each othar. Thare is heresby createad a sinking fund at the Depcaitory Bank into
which the Isguer shall derocsit sufficient amounts from the Ravenua Fund to pay
the intarast on the Bonds and to amortiza the principal of the Bonds over the
remaining respective lives of ®ach Bond i3sua. ag long as the Government owng -
the Bonda, such deposits can bae replacaed by the ramittances descrirad abgva,

(3) The Issuer ghall next, on each date that payment is made as set forth .
in (22 apova, transfer from the Revenue Fund and remit to the Depository Banx for

which will become due on the Bonds in any ywear, until the amount in the Resarve
Fund equals such maximum amount (the "Regerve Requirement"). After the Reserve
Requirement has been accumulated in tha Reserve Fund, the Iszsuer shall monthly

for payment of Operating Expenses of the System, as ahall be Tequired to maintainp
the Resarve Requirement. Moneya in the Reserve Fund not requirsed to be
transferred to the Barnings Fund pursuant to Section 4.04 of the 1388 Resolution
shall be used gclely to make up any deficiency for monthly payments of the
principal of and intersest on thae Benda to said National Pinanca Office (or other
Place provided) as the same 8hall beccme due or for prepayment of installments
on the Bonda, or for mandatory prepayment of the Bondsa as hersinaftar Provided,
and for no othar purpose, on an equal pro rata baais in accordance with the
respective aggregate principal amounts thereof outatanding and on a Parity with’
each other, i

(4) The Issuer shall next, on each date that payment is made aa sat forth
in (2) above, transfer from the Revenue Fund and deposit in the Depraciation
Resarve, the moneys remaining in the Revenue Fund and not permitted to be
retained thersin, until thera has been accumulated in the Depraciation Resarve
the aggregate sum of $56,650, and thersafter such sumg aas shall be required to
maintain such amount therein. Moneya in the Depreciation Reserve, other than any
fum or sums required to be tranaferred to the Barnings Fund pursuant te Section
4.04 of the 1988 Resolution, shall be uged first to make up any deficianciea for
monthly payments of principal of and intarest on the Bonds as the same become
due, and next o restore to the Reserve Fund any sum or sums transferred
thersfrom cother than pursuant to Section 4.04 of the 1988 Resolution, all on a
Pro rata basis. Thereafter, and pProvided that payments into the Reserve Fund are
current and in accordance with the foregoing provisions, moneys in the
Depreciation Reserve, othar than any eum or aums required to be transfarred to
the Earnings Fund pursuant to Section 4.04 of the 1988 Regolution, may be
withdrawn by the Issuer and usged for extraordinary rspalrs and for resplacemants
of equipment and improvements for the System, or any part therser.

(5) After all the foregoing provisions for use of moneys in the Ravenue
Fund have been fully complied with), foneys remaining tharein and not rermitted
to be retained therein, if any ("Surplus Revenues"), may be used to prepay
installments of the Bonds, pro rata, or for any lawful purpose.

transferred to the Barnings Fund pursuant to Section 4.04 of tha 19828 Rezolution)
shall be eufficient to Prepay the Bonds in full, it shall be the mandatary duty
©f the Issuer, anything to the contrary herein notwithstanding, to prapay the
Bonda at the earliest practical date and in accordance with applicable provisions
heraof. '

The Depository Bank is hereby designatad as the Piscal Agant fo; the
administration of the Ressrve Fund and the Depreciation Reserve, herein provided,
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and all amounts required for the Reserve Fund and the Depreciation Reserve will
be depoaitad therein by the Issuer urcn transfars of funds fzocm tha Revenus Pund
at the times provided hersin, together with writtan advica stating the amecunt
remitted for deposit into each such fund.

All the funds provided for in this Section, axcept with reapect to the
Rebate Pund and Bxcass Investment Barnings (as defined in tha 198s Resolution)
in the Earnings Fund, which shall be held for rebate to the United States free
from any such lien or trust, shall constituta trust funds and shall be used enly
for the purpcees and in the ordar providad herain, and until go usad, the
‘Purchaser shall have a lian thereon (other than such Excesa Investment Barn a -
in the Earnings Pund and the Rabats Fund ag aforesaid) for further sacuring
payment of the Bonds and the interast thereon, but the Depceitory Bank shall not
be a truatee as to such funds. It i8 to be understood that all funds in the
Rabate Fund ehall be held free and clear of any such lien eor truat and shall only
be used for the purposea sat forth in the 1988 Resolution notwithatanding
anything alse herein to tha contrary. ;

If on any payment dats the Revenuea ara insufficiant to maks the payments
and transfars as hersinabove providad, the deficisncy shall be made up in the
subsequent payments and transfers in addition to those which would otharwise be
required to be made on the subsequent payment dates.

Subject to the 19323 Resclution, the Depository Bank, at the direction of
the Issuer, shall keep the moneys in the Reserve Mund and the Dapraciation
Reserve invested and reinvestad to the fullest extent possible in accordanca with
applicable law, and to the extant Practicabla, in Qualifisd Investments having

-maturities consonant with the raquired 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 coast or the then current market value,
Or at the redemption price theracf if then redeamable at the option of the
holder, including valuae of accrued interest and giving affact to the amcrtization
of discount, or at par if such investment is held by the "consoclidated fund"
managed by the West Virginia State Board of Investments. Any invesatment shall
be held in and at all times deemed a part of the fund or account in which suchk
monays were originally held, and intarest accruing thereon and any profit or loss
realized from such inveetment shall be cradited or charged to the appropriate
fund or account, o

(<) Change of Dercaitory Agent and Fiscal Agent. The Isguer may
designate another bank or trust company ingured by FDIC aa Fiscal Agent and
Repcsitory Bank if the aforesaid Bank should cease {or any reason to servs or if
the Governing Body determines by ordinanze that said Bank or its successor should
no longer serve aa Fiscal Agent or Depcgitory Bank. Upon any such changa, the
Governing Body will cause notice of the change to be sent by registared or
cartified mail to the Purchaser. -

(D} User Contracts. The Issuer shall, prior to delivery of the Bonds,
provide evidence that thers will be 82 bona fide users of the proposed System
when the extansion of thae Systam ig completed and placsd in operation, and must
obtain user agreements and the user contributioen frcm each new user and deposit
in the 1995B Project Conatruction Account all such new uaer contributions
collected. '

{E} Charges and Fees. The Issuer ahall remit from the Revenue Fund to
the Depository Bank such additional sums as shall be necsssary to pay tha charges
and fgaea of the Depository Bank then due.

(®) Investmant of Excsss Balances. The moneys Lln excass of the sum
insured by the maximum amounts insursd By FRIC in any of such funds or accounts
shall at all times be secursd, to the full extent theraof in excesa of suchl
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ingurad sum, in a lawful manner for securing depcaits of stats and i
funds under the laws of tha State. e , municipal
{G) Remittancas. All remittanrces made by the Issuer to tha Dapogitory

gank sh:él clearly identify the fund or-account inte which each amount is to be
epositad. '

(H) Gross Raevanues. Tha Gross Ravanues of the Systam shall only ke used
for purposes of tha System.

ARTICLE VI
GENERAL COVENANTS

Section 6.01. Ganaral Statament. So long as the Bonds shall be
cutstanding and unpaid, or until there shall have been set apart in the Resarve
Ffund a gum sufficient to prepay the entire principal of the Bonds remaining
unpaid, together with intarest accrued and to accrue thereon to the data of
prapayment, the covenants and agreements contained hersin shall be and conatituta
valid and legally binding covenanta betwaen the Iassuer and the Purchaser.

Section 6.02. 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 Systam, and revise the same from time to time whenever
naceasary, as will always provide ravenues in each fiscal year sufficient to
produce net revenues aqual to not less than one hundred ten percent (110%)
percent of tha annual debt sarvice on the Bond and to maka the payments required
herein into the Reserva Fund and all the necassary 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 ingufficient to provide adequate

ravenues for such purpcses.

. Section 6.03. ‘ Sale of the System. The System will not be mold without
the prior written consaent of thae Purc%aser 80 long as the Bond 1s outstanding.

‘Such consent will provide for diaposition of the proceeds of any such sale.

' Saction 6.04. Issuance of Additional Parity Bonds or Obligaticons. No
additional parity bonda or oblligaticns payable out oé the revenues og the System
or any part thereof ahall be issued after the issuance of the Bond pursuant
hereto except with the prior written conaent of the Purchaser or tha then holder

of or Trustee or agent for the holder of tha Bond.

Saction 6.05. Insurance and Bond. The Issuer hereby covenants and
agraes that it will, as an expensaa of construction, operation and maintenanca of
the System, procure, carry and maintain, sc long as the Bond remainas cutatanding,
insurance with a reputable insurance carrier or carriers covering the following
riaks and in the following amounts:

(a) Real Prooerty Insurance, to be procured upon acceptance of any part
of the Project f#rom the contractor, and immediatsly upon any portion of the
System now in use, on all above-ground structured of the System in an amcunt
equal to the full inaurable value thersof. In tha event of any damage to or
destzuction of any pertion of the System, the Issuar will promptly arrange for
the application of the insurance proceeds for the repair or r2conatruction of
such damaged or destroyed portion. The Issuer will itself, or will require each
contractor and subcontractor to, obtain and maintain builder'a zisk insuranc= to
protect the interests of the Issuer during construction of the Project in tha
full insurable value thersof. . ~

(b) Public Liability Insurance, with limits ¢f not leas than $500,000 for
one cr more persond injured or killed in one accident to protect the Isauer frecm
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claima for Bodily injury and/or death, and not lesa than $200,000 to protect the
issuer from claims for damags to progerty of others which may arise frem the
cperation of the System, guch insurance to he pProcured not latar than tha data
of dalivery of the Bonds.

{c) Yehicular Public Liabilit Insuranca, in the event the Issuer owns
or cperatas any vehicle in the operaticn of the System, or in the event that any
vehicle not ownad by the Isguer is operated at any time or timeg for the benafit
of the Issuer, with limits of net less than $500,000 for one or more rersons

.!.nj_urad or killed in one accident to Protect the Igguer frem claimg for bodily

(d}  Workers' Compensation C'ovaraze for all Bmploveea of tha Town Bligible
Therefor and Performance and Payment Bonds, such bonds to be In the amounts oi
one bundrad percent (100%} of the construction contract, will be required of each
prime contractor, and such Payment bonds will be filad with the Clark of the
County Commission of Hardy County prior to coomencament of construction of the
Project in compliance with West Virginia Code Section 38-2-39, Workars*
compensation insurance will be maintained as raquired by the laws of the State

of Weat Vipginia.

‘ . {a) Fidelity Bonda will be provided as to every member of the Governing
Body and every officer and employee of the PSD having custedy of tha Revenue Pund
or of any revenues or othar funds of the System in an amount at least aqual to
the total annual debt servica requirements for all cutstanding RECD, formerly
FmHA, loans.

{£) Flood Insurancs to be Procired, to the extant availabla at raasonabla
cost to the Issuer.

' {g)  Provided, however, and in lieu of and notwithatanding the foragoing

provisions of this Section, during construction of the Project and so long as the
Bond is outstanding, the Issuer will carry insurance and bonds or cause inauranca
and bonds to he carried for the Protection of tha Issuer, and during such
conatruction will require each contractor and subcontractor to carry inauranca,
of such types and in such amounts 43 the Purchaser may specify, with insurance
carriers or bonding companias acceptable to the Purchaser.

Secticon §.06. Statutory Mortgaga. For the further Protaction of the .
holder of the Bond, a statutory mortgage lisn upon the System is grantad and
created by tha Act, which statutory mortgage lien. ia heraby recognizad and
declared to be valid and binding and shall take effact immediately upeon delivery
of thae Bond. '

Saction 5.07. Eventa of Default. Each of the followlng events ia

hereby declared an "Bvent of Defaultr:

(A)  Pailure to maks payment of any monthly amortization installment at
the data specifiad for payment thereof and/or; ‘

(B) Fallura duly and punctually to cbaerve or perform any of the
€ovenants, conditions and agrsements on the part of tha Issuer containad in the
Bond or herein, or violatien of or failure to observe any provision of any
pertinent law or of this Bond Reaolution. '

Section 6.08. Enforcement. Upon the haprening of any Event of Default
Bpacifisd ahovs, then, and in @very sauch cagse, the Purchaser may procsed to
Protect and enforce ita rights by an appropriats action in any court of competent
jurisdiction, either for the specific performance of any covenant or agraemant,
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or execution of any power, or for the enforcement of any ronér legal
equitable remedy as shall be deemed most effectua] to protect ind-enfcréi sugﬁ
righta and shall hava all rights prascribed by the Act, W.va. cCcda and other
.applicable law.

. Upen application by the Purchaser, such court ma upon proeof
default, appoint a racsiver for tha affairs of tha Isauni'angcthE:Systa:: aggg
Receiver sc appointed ghall adminigtar the System on behalf of the Isauer, ahall
exercise all the righta and powers of the Iasuer with respect to the System
shall procszed under the direction of the court +g obtain authorization to ’
incrqase ratas and charges of the System, and ghall have the power to collact and
receive all revenues and apply the same in such mannar as the court may direct,

Section 6.09. Fiscal Year; Budget. While the Bond is outstanding and
unpaid and to the axtent Tot now pronlblited 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 pericd shall also censtitute the budget
year for the operation and maintenanca of the System. 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 year, and no axpenditures for operation and
maintenance expenses of thae System in axcess of the Annual Budget shall be made
during such fiscal year unless unanimously authorized and dirscted by the
Governing Body. Copias of each Annual Budget shall be delivered to the Purchaser
by the beginning of each fiscal year. '

from month to month until the adoption of an Annual Budget; provided, howaver,

that no such monthly budget shall excead the budget for the corresponding month

in the year nax- pPreceding by more than ten percent (10%); and provided further, .
that adoption of a Budget of Current Expenses shall not conatitutae 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. BRach such Budget of

" Current Expenses shall be mailed immediately to the Purchaser.

Section 6.10. Compensation of Members of Governin Body. The Igeuer
hereby covenants and agress that no compensation for policy direction shall be
paid to tha membaers of tha 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 Ravenuas to fall below the
amount required to meet all payments provided for hersin, nor when thers is
default in the performance of ©r compliance with any covenant or provision
hereof.

Section §.11. Covenant to Procead and Complets. The Issuar hereby
Covenantas to proceed as promptly as posaible with the conatruction of the Project
to completion therecf in accordancas with the plane and specifications prupared

Section 6.12. Books and Records; Audits. The Issuer will ksap bhooksa
ard records of the System, which shall be separate and apart from all other
books, records and accounts of tha Issuer, in which completa and corract entriae
shall ba madae of all transactions relating to the System, and tha Purchaser shall
have the right at all rsasonable times to inspect the System and all records
accounts and data of the Iasuer relating tharato, )

The Iasuer 3hall, at least oncs a year, cause said books, records and
accounts of the Systam to be properly auditad by an independent competent firm
of certified public accountants and shall mail a copy of auch audit ragort to the
Purchaser. The Issuer further covenants to comply with the Act with respect to
8uch bocka, records and accounts.
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. Section 6.13, , Maintendnce of sygtem. The Issuer covenantg that it wil)
continuously operate, in an economical ang éfficient manner, and maintain tpe
Systam asg a ravenue-producing utility as herein rovided so long as the e i
outstanding, P ',g Bond i3

Section 6.14.  §o Competition, To the extent legally allowabls, the
Issusr will not permit compatition with the Systenm within itsg boundariag or
within the terr;tory Jexved by it and will not grant or cause, consent tg gp
allow the granting of any franchise, Permit or other authorization for any
perscn, firm, corporation, public op Privata body, agency or instrumentality
whatsocever &g Provide any of the Services suppliad by the System within the
boundaries of the Isgsuer or within the territory served by the System. S

; . ARTICLE VIT
RATES, RULES, COVENANTS, ETcC,

commission dated August 10, 1895, and amended October 20, 1995, and Decembar g,
1995, in case Number 94-0570-PWD—CN, which orders are incorporated hereip by
refersnce and are made 4 part herecf.

Rates ' Minimum Charge
Available for general domestic, No bill shall be rendered for lass
commercial and industrial service. than the following amounts

. . according to the agize of meter

installed.

Flrst 3,000 gals. @ $7.00 per M gals. 5/an meter $21.00 per month
Next gals. @ Fer M galgs, 3/4° meter ' $31.50 per month
Next gals. @ Per M galg, i meter $52.50 per month
Next gals. @ per M gala, 1 1/32v meter $105.00 per month
Neaxt gals, @ bar M gals.: " meter $168.00 per month
Next gals. @ Per M gals. 3n meter $315.00 per month
Next gals. @ Per M gals. 4" meter $525.00 per month
Next - gals, @ per M gala. gn metar $1,260.00 pér menth
Over 3,000 gals. @ $7.00 per M gals. an meter 51,580.00.par month

{Minimum Monthly Bill $21.00 for 3,000 gallons)

Delayed Payment Penalt : ,
The E%gve tariff is net. onp all accounts not paid in full within twenty
amount shown.

it
{20) days of date of bill, ten percent (10%) will be added tq net
If any bill is not Paid within sixty (60) days after date, water service to the
Customer will bhe discontinued. water service will not be restored until all past
due water billg have been paid in full and all accrued penaltias plus a
reconnection charge have beap paid. ,

Connection Charge :
Prior tg construction - $100.00, :
After start of construction, thera shall he a charge of $350.00.
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Reconneckion Charga

$20.00.

Section 7.02. Water Purchase Contract. as required by the Letta
Conditicns and as authorized by the Publlic Servica Commnission, the Issuer 5§a§f
enter and i3 authorized to entsr into a Watar Purchase Contract with the Town of
Wardensvillae to purchase treated watsr. B -

Section 7.03. PFurther Covenants.

The Issuer'héraby further covenants and agraes as follows:

A, There shall not be any discrimination or differantial in ratesg
between custcmers in similar circumstances. . : '

B. The Issver may requirs any applicant for any service by the System
to depogit a reasonabls and equitable amount to insure payment of all charges for
the services rendered by the Systam, which daposit shall be handled and disposged

-of under the applicable rulea and regulationa of the Public Servics Commisaion
of Wast Virginia. :

c. The Issuer, to tha extant permitted by law, will not accept payment
of any water bill from a customer served with water and sewar services by the
Issuer without payment at the same time of a sewer bll]l owed by such custcmer for
the same premises. '

D. All delinquent faes, rataes and charges for services or facilitias of
tha Systam shall be liens on the premises served of equal degrae, rank and
priority with the lien on such premises of state, county, achool and municipal
taxes, as provided in the Act. The Issuar shall have such remedies and powers
as are provided under the Act and other applicable provigions of law with regard

~to the collection and eaforcement of such fees, rates and charges.

E. The Issuar will not render or cause to be rendarsd any freae gervicas
of any nature by the System nor any of the facilities; and in the event that the
Issuer or any department, agency, officer or employea therecf should avail itself
or themselves of the sarvices or facilitias of the System, the same fees, ratas
and charxges applicabla to other custcomers recaiving like services under similar

ARTICLE VIII -
MISCELLANEOUS

Section 8.01. Defaasance of Bond. 1If the Issuer shall pay or there
shall otherwise be paid, tc the Holder of the Bond, the principal of and interest
due or to beccme due thermon, at the times and in the manner stipulated therein
and in this Bond Resolution, then with reaapect to the Bond, the pledge cf Net
Revenues and other moneys and securitiss pledged under this Bond Resolution and
all covenants, agreements and other obligationa of the Issuer to the Reglatered
Owner of the Bond, shall thereupen cease, tarminate and become void and be
discharged and satiafied. : '

Section 8.02. .Filing Under Uniform Commarcial Code. Contemporanecusly
with the delivery of the Bond, the Issusc shall execute Financing Statements
meeting the requirements of the Uniform Commerclal Code of Wast Virginia and
promptly thereafter shall file such Financing Statements in the offices of the
Secratary of State of West Virginia and of the Clark of the County Commissicn of
Bardy County. . ' :
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Sectlion 8.03. Dalive { Of Boend. The Chairman and Secretazy of the
Geverning Bedy ara hersby autAorizad and dirsctad to cause tha Serias 19953 Bond
numberad BR-1, hersby awardad to the Purchager pursuant to pricr agrsement, té
be delivered to the Purchaser as scon a3 the Purchaser will dccapt such delivary.

Section 8.04. Savarabilitg of Invalid Provision. If any one or morsg
of the covenants, agrsementa OF provisiond haraof should Le haeld contrary to any
exprass provision of law or contrary to the Felicy of express law, although not
expregsly prohibited, or against public relicy, or shall for any resascn
whatsoever be held invalid, then guch covenants, agreements or provisiang shall
be null and void and shall be deemad geparable from the remaining covenants,
agreements or provisions hersof, and shall in no way affact the valldity of all
the cther provisions hersof or the Bonds. _

Section §.05. Conflicting Provisions Rerealad. All resolutions and
orders, or parts thereof, in ccnffict with tha provislons hersof are, to the
eéxtent of auch conflicts, hereby rapealed; provided that this Section shall not
be applicablas tc the Loan Resolution (Form PmEA 442-47). .

Section 8.06. Table of Contents and Headings. The Table of Contantas
and headings of the articlea, sections and subaectiona teraof are for conveniance
only and shall neither control nor affect in any way the meaning or construction
of any of the provisions hersof, -

Section 8.07.  Modification or Amendment. - The Bond Resolution may not
be modified or amended in any material manner a ter final passage without the
prior written consent of the Purchaser and/or holdar of the Bond.

Section 8.08. Covanant of Due Procedura, Etc. The Issuer covenants
that all acts, conditions, things and proceduras required to axist; to happen,
tc be performed or to be taken praecadent to and in the adoption of thig
Resclution do exist, have haprened, have bean performed and have been taksan in
‘reqular and dus time, form and manner aa raquirad by and in full ccmplianca with
the laws and Conatituticn of the State applicabla thereto; and that the Chairman,
Sacratary and members of the Governing Body wera at all times when -any actions
in connection with this Resolution occurrad and ara duly in office and duly
qualified for such offics.

s:bticn 8.09. Sucplemental Rassolutiona. fha Tasuar may-pasn such

supplemental resolutiona; 13 necessary, to effectuate tha purposes and intsnt of
this Resolution.

Section 8.10. Effectiva Time. rhis' Resclution shall take effect
immediately upon ita adoption. :

' Section 8.11 Statutory Notica of Meeting and Bond Isasue. An abstract
of this Bond Resolution determined by the Governing Body to contain sufficlent’
information as to give notice of the contants herec? shall be published once in
4 qualified newspaper having a general circulaticn in the Hardy County Public
Service Diatrict, together with a notica stating that this Bond Resclution will
ba congiderad and that the Igsuser contemplates the issuance of the Bond, and that
any person interseted may appear befors the Public Sarvics Board upon a data
certain, not less than tan (10) days subgequent to the data of publication of
such abstract of this Bond Rasolution and notice, and prasant protasts, and that
a certified copy of the Rasclution is on file with the Governing Body for raview
Ty intarasated persons during office hours of the Governing Body. At such
meating, all objecticns and suggestions shall be heard, and the Governing Body
shall take such action as it shall deem pProper in the promises.

Passagas of Raesolution
Following Meeting - December 18, 1995.
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HARDY COUNTY pumrrIc SERVICE DISTRICT

(sEaL)
Attesat:

1 ! ’ :
By: &QL@# j ‘Z:..i._._ ’%ii’m) :
Secretary '
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CERTIFICATION

I, Zdward B. Matheny, Secretary of thae Hardy County Puplic Servica
District, hereby certify that the foregoing is a true and correct copy of an
Resolution approved at a zeeting of the Public Service Board of the Hardy County
Public Service District held on Dacamber 18, 1995. I further hereby certify that
the action of wald Public Sarvice Board saet forth therein remains in tull foree
and effect and has not been amended Or repealed, : , .

WITNESS my signaturas on this AN day of 'Decamber 1995,

. N . ' P :
' o Secretary
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STATE OF WEST VIRGINIA, -
COUNTY OF HARDY, to-wik:

. The foregoing instrument wag acknowledged hefcre me thig .. '."day of

' Decamber, 1595, by Matthew G. Gapp, the Chalrman of the Hardy cCounty Public

Service District, a public service district creatsd Pursuant to the Act by an

order issued by The County Commissicn of Hardy County, West Virginia, on behalf
of said public service districe. - T

My cocnmission axpires Qe

STATE OF WEST VIRGINIA, Hardy County Commission Clerk's Office __December 18, 1995 - 11:33 M
The foregoing Instrument, together with the certificate of its acknowledgment, was this day presented #

said office and admitted to record. _ : C_M , ,
. . ‘ Taélrn . . Clerk

o/

CLITO & KARNHE THE., TPUNCTR. ¥. YA. IR ONMER no. 16Z2H-95
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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

DEPARTMENT OF AGRICULTURE); DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE BONDS;
PROVIDING GENERALLY FOR THE RIGHT. S 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 LO1. ~  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
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service properties consisting of additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be
owned and operated by the Issuer.

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 II - A service area of Frosty Hollow, Welton Orchard Road and Power Spring Road
in Hardy County, and all Decessary appurtenant facilities (the "Project™), particularly
described in and according to the Plans and specifications prepared by the Consulting

C.  The estimated revemues 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.

E. It is necessary for the Issuer to issue its water revenue bonds, in the tota)
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 Bouds, Series 1998 B (United States
Department of Agricuiture) (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 $300,000 (the “Series 1988 Bonds™); (i) Water Revenue
Bond, Series 1990, dated July 12, 1990, issued in the original aggregate principal amount of
$50,000 (the “Series 1990 Bonds™); (iif) 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 HI), 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 o 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.  1tisin 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 ).

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 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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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.

i . Definitions. In addition to capitalized termns 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 ali 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 Issger.

"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,AcoIlectively, 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 a political subdivision of the State of
West Virginia, in Hardy County, West Virginia, and includes the Governing Body,

"Letter of Conditions” means, coller':tiv'e_ly,. the Letter of Conditions of the
Purchaser c_lated June 23, 1997, and all amendments thereto, if any. :

“Minimum Reserve” means, as of any date of caleulation, 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 r.he Gross Rcvémes. 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 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 info 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, 1850, 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 Decemnber 18,
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1995, authorizing the Series 1995 A Bonds; 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 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 Obligaﬁons;

(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; I

.- (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 1Loan
‘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 Federa! National Mortgage Association
to the extent such obligation is guaranteed by the Government National
Mortgage Association or issued by any other federal agency and backed
by the full faith and credit of the United States of America;

{¢) Time accounts (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government Obligations,
provided, that said Government Obligations pledged either must mature
as nearly as practicable coincident with the maturity of said time
accounts or must be replaced or increased so that the market value
thereof is always at least equal to the principal amount of said time
accounts; ' -
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(f)  Money market funds or similar funds whose only assets are
investments of the type described in Pparagraphs (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 Federa!
Reserve Bank of New York, provided, that said investments securing
said repurchase agreements either must manure 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
Legisla_tion. ‘ '

"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, ail 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 Revere Bonds, Series 1998 A (United
States Department of Agriculture), authorized hereby to be issued pursuant to thjs Bond
Legislation. :

“Series 1998 B Bonds” means the Water Reveme Bonds, Series 1998 B (Upited
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 integral part thereof, and shail 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 pmépecﬁve customei's of the System
in order to connect thereto.

Words importing singular mumber 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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ARTICLE ]

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and C 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
Governing Body. The proceeds of the Series 1998 Bonds hereby authorized shall be applied
as provided in Article IV hereof. ‘ _
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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.

Section 3.02. 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, numbered 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 delive » 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. Negotiability, Registration, Trapsfer and Exchange of
Honds. 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 execited 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 mew 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.

i - . 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 Bongs, 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 parmership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
mumber of each corporation or partrership 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 anty 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 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 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 destrpyed, stolen or lost, without surrender thereof.

, 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
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(FORM OF SERIES 1998 A BOND)

HARDY CQUNTY RUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1998 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$500,000

No. AR-1 ' Date:

(herein called "Borrower") promises to pay to the order of the United States of America (the
"Government"), or its registered assigrs, at its Nationa] Finance Office, St. Louis, Missouri .

Every payment made on any indebtedness evidenced by this Bond shall be
applied first to interest computed to the effective date of the Ppayment 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 ot
affect the obligation of Borrower to pay the remaining installments as scheduled herein.
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If the Government at any time assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments to the Government as collection agent for
the holder.

While this Bond is held by an insured lender, prepayments as abéve 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

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 Pprevailing
private and cooperative rates and terms in or near its community for ioans for similar

: 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 revemues to be derived from the operation of the System
after there have been first paid from such revenues the reasonable current costs of operation
and maintenance of the System. This Bond does not in any manner constitute an indebtedness
of the Borrower within the meaning of any constitutional or statutory provision or limitation.

: Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined 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 ang
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, o ‘

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™).

At

WATER SYSTEM REVENUE BOND, SERIES 1993; (4) TAXABLE WATER REVENUE
BOND (PHASE II), SERIES 1995 A; (5) TAXABLE WATER REVENUE BOND
(WARDENSVILLE EXTENSION), SERIES 1995 B; AND (6) WATER REVENUE
BONDS, SERIES 1998 B, ALL AS DESCRIBED IN THE RESOLUTION.
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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]
(Signature of Executive Official)
oard
(Title of Executive Official)
P. Q. Box 200
P. O. Box No. or Street Address)
irginia 26836
(City, State and Zip Code)
ATTEST:
(Signature of Attesting Official)
(Title of Executive Official)
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(Form of)

AMOUNT

AMQUNT DATE DATE
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(Form of Assigﬁment)

ASSIGNMENT

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

the within Bond and does hereby  irrevocably constitate 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: L

In the presence of:
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(FORM OF SERIES 1998 B BOND)

HARDY COUNTY PUBLIC SERVICE DISVTRICTV

WATER REVENUE BOND, SERIES 1998 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$50,000

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 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 instaﬂments, 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
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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

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

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 upen 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
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This Bond, under the provisions of the Act, is and has all the qualities ang
incidents of a negotiable mstrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond

This Bond has been issued under and in full compliance with the Constimtion
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").

shall be subject to the present regulations of the Government and to its future regulations not
inconsistent with the €Xpress provisions hereof.

BOND (PHASE HI), SERIES 1595 A; (5) TAXABLE WATER REVENUE BOND
(WARDENSVILLE EXTENSION), SERIES 1965 B; AND (6) WATER REVENUE
BONDS, SERIES 1998 A, ALL AS DESCRIBED IN THE RESOLUTION. ' :
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written.
(Name of Borrower)
[CORPORATE SEAL]
(Signature_ of Executive Official)
(Title of Executive Official)
P.O. Box 200
P. 0. 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)

RECORD OF ADVANCES
AMQUNT DATE AMOUNT DATE
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(Form of Asignmem)

ASSIGNMENT

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

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 sajd Issuer with full power of substitution in the
premises.

Dated: ——

In the presence of:
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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)  Reserve Fund (established by the Prior Resolutions);

(3)  Depreciation Reserve (establishc& by the Prior Resolutions); |
(4)  Series 1998 Bond§ Reserve Aécoum; and

(3)  Project Construction Account.

' - Section4.02. Bond Procgeds; Project Construction Account. The
Pproceeds of the sale of the Series 1998 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 alj times by the Depository Bank
by securities or in a mamner jawful 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
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 beep made, any balance
remaining in the Project Construction Account shall be disposed of in accordance with the
regulations of the Purchaser, :

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

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

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

(2)  The Issuer shall next, each month, on or before the
due date 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 Pror 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 Furd and remit to the Depository Bank
(1) for deposit into the Reserve Fund, the amounts required by the
Prior Resolutions; and (i) 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 Serjes 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 (i) 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 Serjes 1998 Bonds Reserve Account is made,

Ppayment 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. Moneys 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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Whenever the money in the Series 1998 Bonds Reserve Account
shall be sufficient to prepay the Series 1998 Bonds in full, it shall be the
mandatory duty of the Issuer, anything to the contrary herein
notwithstanding, to prepay the Series 1998 Bonds at the earliest practica]
date and in accordance with applicable provisions hereof,

The Depository Bank is hereby designated as the Fiscal Agert for
the administration of the Series 1998 Bonds Reserve Account and the
Depreciation Reserve as herein provided, and all amounts 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 shall constitute trust funds and shall be ysed
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 1998 Bonds and the interest thereon,

* If on any payment date the Revemes 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 reinvestsd
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 vajued 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 mnterest 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 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 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 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 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 Depository Bank shall clearly identify the fund or account into which
each amount is to be deposited.

H. GROSS REVENUES. The Gross Revemues of the System
shail only be used for purposes of the System.

Section 4.04. Interim Constryction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of prin;_ipal of
the Series 1998 Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $500,0C0 (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
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authorized 1o 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, al]
as provided in the credit agreement. .

The Notes shall be special obligations of the fssuer payable as to principal and
interest solely from proceeds of the Series 1998 Bonds or the Grants. The Notes do not and

Statutory provisions. The general funds of the Issuer are not liable, and neither the full faith
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ARTICLEY
GENERAL COVENANTS, ETC.

Section5.01.  General Statement. So long as the Series 1998 Bonds ghal
be outstanding and unpaid, or until there shall 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.

and revise the same from time to time whenever necessary, as will always provide Revemies
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 Fisca! Year and such rates, fees and other
charges shall not be reduced so as to be insufficient to provide adequate Revenues for such

purposes,

sSection3.04. 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:

(@) Fire, Lightning, Yandalism, 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 valye
thereof. -

® Hmughammmsm_ang_g 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. :

(c)  Vehicular Public 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.

@  Workers' Compensation Coverage for All Employess of the
mmmmmmm&mmmmm such
bonds to be in the amounts of 100% of the construction contract, will be
required of each prime contractor, and such payment bonds have been

- or will be filed with the Clerk of the County Commission of said County

prior to commencement of construction of the Project in compliance with.
West Virginia Code Section 38-2-39. Workers' compensation coverage
shall be maintained as required by the laws of the State of West Virginia. _

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

(  Fidelity Bopds 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 custcdy of any
such person at any one time, and initially 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 js 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.

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 Default. Each of the following events is hereby
declared an "Event of Default": ) :

(a)  Failure to make 'paymem 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.

Section 5.08. Enforcement. Upon the happening of any Event of Default
specified above, ther, 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 directicn of the court to
obtain authorization to increase rates and charges of the System, and shall have the power to
collect and receive ail revenues and apply the same in such manner as the court may direct.
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Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
- Expenses shall be mailed immediately to the Purchaser.

' . 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 5.12. . 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.

CL434026.2 ' ‘ 34



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 tertitory
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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. IniﬁalS&hs:tiuls:QmesandChargzs:Rulﬂ. A. The
initia} 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

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.

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 V1T

MISCELLANEOQUS

Section 7,03, Delivery of Bopds. 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. o

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
covenanis, 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. icting 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 resofutions and orders, or parts thereqf,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). :

Table of Contents and Headings. T‘llé..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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i . i Time. This Resolution Sha[l take effact
imn1edia:.ely upon its adoption,
- Adopted: August 17, 1905, |

HARDY COUNTY puBLC SERVICE DISTRICT
il 8y

2.2

Member

i—;f/é%/ 2 W’ng_i,

Member
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CERTIFICATION

Certified a true copy of 3 Resolution duly adopted by the Public Service Boarg
of HARDY COUNTY PUB IC SERVICE DISTRI

CT on the 17th day of August, 1998,

-

Dated: August 17, 1998,

[SEAL] ' E Z / éé
g . % vir ]
Secremry ‘ { . \J
07/30/98
378080/98001
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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
SERVICEDISTRICT, 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 |
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 additiona] 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, i provements 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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[ssuer for any amounts expended by it for the repayment of indebtedness incurred for costs
of the Project by the Issuer shall be deemed costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 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 "); (i) 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 ITI), 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, (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
Tuly 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 shall have been duly 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"); (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 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, (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. 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 financ ing and necessary user rates and charges
from the Public Service Commission of West Virginia by final order, the time for rehearing
and appeal of which have expired or shall have been duly waived or otherwise provided for.
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Section 1.03. Bond Legislation Constitutes 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 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 2001 A Bonds.

Section 1.04, Definitions. In addition to capitalized terms defined
elsewhere herein, the following terms shall have the following meanings herein unless the text
otherwise expressly requires:

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

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

"Bond Registrar" means the Issuer, which shall usually so act by its Secretary.
"Bonds" means, collectively, the Series 2001 A Bonds and the Prior Bonds.
"Chairman" means the Chairman of the Governing Body.

"Comumission" 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 EDIC (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, cdllectively, 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 become 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 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 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, colleétively, 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 lssuer adopted
July 12, 1990, authorizing the Series 1990 Bond; the resolution of the Issuer adopted June 7,
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1993, authorizing the Series 1993 Bond; the resolition of the Issuer adopted December 18,
19935, 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: '

(@)  Government Obligations;

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

-(c) Bonds, debentures, notes or other evidences of
indebtedness issued by any of the following agencies: Banks for
Cooperatives; Federal Intermediate Credit Banks; Federal Home
Loan Bank System; Export-Import Bank of the United States;
Federal Land Banks; Government National Mortgage Association;
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 fuil faith and credit
of the United States of America; )

. (e) Time dccounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
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either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or increased
8o 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; .

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

()  Obligations of States or political subdivisions or
agencies thereof, the interest on which is excluded from gross
income for federal income tax purposes, and which are rated at
least "A" by Moody's Investors Service 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. '
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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 control of the management and operation of the System, from
the operation of the System, and all parts thereof, al] 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" meaps 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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ARTICLE 1T

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 Consulting 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 111

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 Exchanee 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 shall be permitted to be

made after the L5th 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 3.03. 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
i 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 ssuer 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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matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof.

Section 3.07. 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 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 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 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 $3,244 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 Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining installments as scheduled herein.
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If the Government at any time assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments to the Government as collection agent for
the holder.

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

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

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 ranlcmg 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
Berrower, 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 derominations, 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 , 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 o its future regulations not
inconsistent with the express provisions hereof,

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S (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.
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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. '

HARDY COUNTY PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL)

(Signature of Executive Official)

Chairman, Public Service Board
(Tite 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)
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(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
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(Form of Assignment)
ASSIGNMENT

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

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

 Dated: : )

In the presence of:
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ARTICLE IV

SYSTEM 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 with (or continued if previously
established by the Prior Resolutions) and shall be held by the Depository Barnk, 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 Cornmission and the Issuer and from each other:

(1)  Prior Bonds Reserve Funds (established by the Prior Resolutions); and
) 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
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installments 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 System Revenues and Funds.
So long as any of the Series 2001 A Bonds shali 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 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 or 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,
transfer 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 (i) 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 mterest 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 to make up any-
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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 to the Reserve Fund and the
Series 2001 A 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.

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
contrary 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
automatically 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 remitted to the Commission with appropriate instructions
as to 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,
togettier 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 shail 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, T ' '

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
Depository 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 Minimum 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 senmt 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.

24



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, afl
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 stafutory 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.

CHESEB066 .2
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.0]. ‘General Statement. So long as the Series 2001 A Bonds
shall be cutstanding 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
préepayment, the covenants and agreements contained herein shall be and constitite 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 debt 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 ali 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.

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 2001 A Bonds remain outstanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in
the following amounts:

(a)  FEire, Lightning, Yandalism, Malicious Mischiefand
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

CHESBO06E. 2
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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 oot later
than the date of delivery of the Series 2001 A Bonds.

(c)  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,

(¢) 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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speéial flood or mudslide prone areas, flood insurance must be
obtained. '

(fh  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 such person at any one time, and
initially in the amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of a representative of the Purchaser.

(g) Provided, however, and in leu 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
Holderof 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 statutory 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”:

(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.

CH&E58066. 2
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Section 5.08. Enforcement. Upon the happening of any Event of Defauit
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
Ist day of any Fiscal Year, it shall adopt 2 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 constinute
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. .

Section 5.12. 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 shail 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 firtm 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. ' '

Section 5.14. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the Systern 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 Systern.

CH&E58066.2
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ARTICLE VI

RATES, ETC,
Sectioxi 6.01. ‘Initial Schedule of Rates g_fy_i 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 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 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.

CH&6580486 .2
i1



ARTICLE VII

MISCELLANEOUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 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 200] 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 Chajrman, Secretary and Treasurer

of the Goveming 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 7.03. 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 shail 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

{ z o
\“77/4%: L
Chairman /7
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CERTIFICATION
CERTIFICATION

Cern'ﬁed 4 true copy of 3 Resolutiop dul
of HARDY COUNTY PUBLIC SERVICE DISTRIC

Y adopted by the Publjc Service Board
To

n the 14th day of Septernber, 2001,
Dateq: September 18, 2001,

[SEAL}]

09/13/01
378080/0000]
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