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HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION

RESOLUTION AUTHORIZING THE PAYMENT OF PRIOR NOTES,
THE CONSTRUCTION AND DESIGN OF CERTAIN PUBLIC
SERVICE  PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF HARDY COUNTY PUBLIC SERVICE
DISTRICT, AND THE FINANCING OF THE COST, NOT
OTHERWISE PROVIDED THEREOF, THROUGH THE ISSUANCE
BY THE DISTRICT OF NOT MORE THAN $2,366,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2008 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, public service district and political subdivision of the State of West Virginia in Hardy
County of said State, duly created pursuant to the Act by The County Commission of Hardy County.

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

A The Issuer currently owns and operates a public waterworks system and desires
to finance and acquire, construct, operate and maintain certain additional public service properties
consisting of additions, improvements and extensions to such existing waterworks facilities with all
appurtenant facilities, within the boundaries of the Issuer to be owned and operated by the Issuer.
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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
prior construction to the System be permanently financed, and that there be constructed and designed
certain additions, improvements and extensions to the existing waterworks facilities of the Issuer,
consisting of South Fork water extension and Baker extension, together with all necessary appurtenant
facilities (the “Project™), particularly described in and according to the plans and specifications prepared
by the Consulting Engineer and heretofore filed in the office of the Secretary of the Public Service Board
(the “Governing Body”) of the Issuer. The existing waterworks facilities of the Issuer, together with the
Project and any further additions, improvements or extensions thereto, are herein called the “Systemn.”
The design of the Project and the financing hereby authorized and provided for are public purposes of the
Issuer and are ordered for the purpose of meeting and serving public convenience and necessity.

C. The Issuer has heretofore temporarily financed the design and other preliminary
costs of the Project by the Pendleton County Bank Note, dated November 2, 2007 issued in the original
aggregate principal amount of $1,660,000 (the “Prior Notes™).

D. It is deemed necessary and desirable for the Tssuer to pay the Prior Notes.

E. 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 al} funds and accounts and
other payments provided for herein.

E. The estimated maximum cost of the design of the Project is $2,514,485 of which
$2,366,000 will be obtained from the proceeds of sale of the Series 2008 A Bonds, herein authorized.

G. The Issuer intends to pay the Prior Notes and to permanently finance the costs of
the Project through the issuance of its Water Revenue Bonds, Series 2008 A (United States Department of
Agriculture), in the aggregate principal amount of $2,366,000 (the “Series 2008 A Bonds™), to
permanently finance a portion of the cost of such construction and design in the manner herein provided,
pay the Prior Notes and pay the costs of issnances thereof. The cost of such design 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 2008 A Bonds prior to, during and for six months after
completion of such design of the improvements and extensions; engineering, fiscal agents and legal
expenses; expenses for estimates of costs and revenues; expenses for plans, specifications and surveys;
and other expenses necessary or incident to determining the feasibility or practicability of the Project,
administrative expense, and such other expenses as may be necessary or incident to the financing herein
authorized; 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.

H. The period of usefulness of the System after completion of the Project is not less
than 40 years.
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L. Upon repayment of the Prior Notes , there are outstanding obligations of the
Issuer which will rank on a parity with the Series 2008 A Bonds as to liens, pledge and source of and
security for payment being the Issuer’s: (i) Water Revenue Bonds, Series 1988 (United States Department
of Agriculture), dated March 15, 1989, issued in the original aggregate principal amount of $3 00,000 (the
“Series 1988 Bonds™); (ii) Water Revenue Bonds, Series 1990 (United States Department of Agriculture),
dated July 12, 1990, issued in the original aggregate principal amount of $50,000 (the “Series 1990
Bonds™); (iii) Water Revenue Bonds, Series 1993 (United States Department of Agriculture), dated June
22, 1993, issued in the original aggregate principal amount of $330,000 (the “Series 1993 Bonds™); (iv)
Water Revenue Bonds, Series 1995 B (United States Department of Agriculture), dated December 18,
1995, issued in the original aggregate principal amount of $280,000 (the “Series 1995 B Bonds™); (v)
Water Revenue Bonds, Series 1995 A (United States Department of Agriculture), dated December 18,
1995, issued in the original aggregate principal amount of $320,000 (the “Series 1995 A Bonds™); (vi)
Water Revenue Bonds, Series 1998 B (United States Department of Agriculture), dated August 17, 1998,
issued in the original aggregate principal amount of $50,000 (the “Series 1998 B Bonds™); (vii) Water
Revenue Bonds, Series 1998 A (United States Department of Agriculture), dated August 17, 1998, issued
in the original ageregate principal amount of $500,000 (the “Series 1998 A Bonds™); (viii) Water
Revenue Bonds, Series 2001 A (United States Department of Agriculture), dated September I8, 2001,
issued in the original aggregate principal amount of $650,000 (the “Series 2001 A Bonds™); (ix) Water
Revenue Bonds, Series 2002 A (West Virginia Infrastructure Fund), dated March 19, 2002, issued in the
original aggregate principal amount of $1,215,824 (the “Series 2002 A Bonds™); and (x) Water Revenue
Bonds, Series 2003 A (West Virginia Infrastructure Fund), dated July 30, 2003, issued in the original
aggregate principal amount of $534,200 (the “Series 2003 A Bonds™) (collectively, the “Prior Bonds™).
Other than the Prior Bonds, there are no other outstanding bonds or obligations of the Issuer which rank
prior to or on a parity with the Series 2008 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 2008 A Bonds be sold to the
Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated Septeinber 21, 2004,
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 2008 A Bonds, or will have
so complied prior to issuance of the Series 2008 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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Section 1.03. Bond Legislation Constitutes Contract.  In consideration of the
acceptance of the Series 2008 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
coniract 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 2008 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 2008 A Bonds and the Prior Bonds.
“Chairman” means the Chairman of the Governing Body,

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

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

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

“Depository Bank” means Pendleton Community Bank, Moorefield, Hardy County, 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 al] 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, hereafier at
any time constructed or acquired.

“FDIC” means the Federal Deposit Insurance Corporation.

“Fiscal Year” means each 12-month period beginning on July | and ellding on the
succeeding June 30,

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

CH4909495.1 4




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

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

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

“Issuer,” “Borrower” or “District” means Hardy County Public Service District, a public
service district, 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, collectively, the Letter of Conditions of the Purchaser
dated September 21, 2004, 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 2008 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, collectively, the Series 1988 Bonds, Series 1990 Bonds, Series
1993 Bonds, Series 1995 A Bonds, series 1995 B Bonds, series 1998 A Bonds, Series 1998 B, Series
2001 A Bonds, Series 2002 A Bonds and Series 2003 A Bonds.

“Prior Notes” means the Pendieton County Bank loan in the amount of $1,660,000, dated
November 2, 2007, :

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

“Project” shall have the meaning stated in Section 1.02B above.
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“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”
investments are permitted by law:

means and includes any of the following, to the extent such

(a) Government Obligations;

(b) Government Obligations which have been stripped of
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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; Federa] Home
Loan Bank System:; Export-Import Bank of the United States;
Federal T.and Banks; Government National Mortgage
Association; Tennessee Valley Authority; or Washington
Metropolitan Area Transit Authority;

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

(e) Time accounts (including accounts evidenced by 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 Oblj gations pledged
either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or increased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;

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



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

(h) The West Virginia “consolidated fund™ managed by the
West Virginia Board of Treasury Investments to Chapter 12,
Atrticle 6C 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 Owners,” “Bondholders,” “Holders of the Bonds” or any similar term means
any person who shall be the registered owner of the Bonds.

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

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

“RUS Bonds” means, collectively, the Series 1988 Bonds, Series 1990 Bonds, Series
1993 Bonds, Series 1995 A Bonds, series 1995 B Bonds, series 1998A Bonds, Series 1998 B Bonds, and
Series 2001 A Bonds.

“Secretary” means the Secretary of the Governing Body.

“Series 1988 Bonds” means the Issuer’s Water Revenue Bonds, Series 1988 (United

States Department of Agriculture), dated March 15, 1989, issued in the original aggregate principal
amount of $300,000.
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“Series 1990 Bonds” means the Issuer’s Water Revenue Bonds, Series 1990 (United
States Department of Agriculture), dated July 12, 1990, issued in the original aggregate principal amount
of $50,000.

“Series 1993 Bonds™ means the Issuer’s Water Revenue Bonds, Series 1993 (United
States Department of Agriculture), dated June 22, 1993, issued in the original aggregate principal amount
of $330,000.

“Series 1995 A Bonds” means the Issuer’s Water Revenue Bonds, Series 1995 A (United
States Department of Agriculture), dated December 18, 1995, issued in the original aggregate principal
amount of $§320,000.

“Series 1995 B Bonds” means the Issuer’s Water Revenue Bonds, Series 1995 B (United
States Department of Agriculture), dated December 18, 1995, issued in the original aggregate principal
amount of $280,000.

“Series 1998 B Bonds™ means the Issuer’s Water Revenue Bonds, Series 1998 B (United
States Department of Agriculture), dated August 17, 1998, issued in the original aggregate principal
amount of $50,000.

“Series 1998 A Bonds” means the Issuer’s Water Revenue Bonds, Series 1998 A (United
States Department of Agriculture), dated August 17, 1998, issued in the original aggregate principal
amount of $500,000.

“Series 2001 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2001 A (United
States Department of Agricuiture), dated September 18, 2001, issued in the original aggregate principal
amount of $650,000.

“Series 2002 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2002 A (West

Virginia Infrastructure Fund), dated March 19, 2002, issued in the original aggregate principal amount of
$1,215,824,

“Series 2003 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2003 A (West
Virginia Infrastructure Fund), dated July 30, 2003, issued in the original aggregate principal amount of
$534,200. ‘

“Series 2008 A Bonds” means the Water Revenue Bonds, Series 2008 A (United States
Department of Agriculture), authorized hereby to be issued pursuant to this Bond Legislation.

“Series 2008 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 2008 A Bonds in the
then current or any succeeding year.
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“System” means the complete public waterworks system of the Issuer, presently existing
in its entirety or any integral part thereof, and shall include the Project and any improvements and
extensions thereto hereafter acquired or constructed for the System from any sources whatsoever.

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

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

AUTHORIZATION OF
ACQUISITION AND
CONSTRUCTION OF THE PROJECTAND PAYMENT OF PRIOR NOTES

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

cost of $2,514,485, in accordance with the plans and specifications which have been prepared by the
Consulting Engineers, heretofore filed in the office of the Governing Body.

Section 2.02.  Authorization of Payment of Prior Notes. There is hereby authorized and
ordered the payment in full of the entire outstanding principal of and the interest on the Prior Notes on the
Closing Date from the proceeds of the Series 2008 A Bonds. Upon payment of the Prior Notes, any funds
pledged in favor of the holders of the Prior Notes are hereby ordered terminated, discharged and released.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01.  Authorization of Bonds. Subject and pursuant to the provisions of the
Bond Legislation, the Series 2008 A Bonds of the Issuer, to be known as “Water Revenue Bonds,
Series 2008 A” (United States Department of Agriculture), are hereby authorized to be issued in the
aggregate principal amount of $2,366,000, for the purpose of paying the Prior Notes and financing the
cost of the construction and design of the Project.

Section 3.02.  Description of Bonds. The Series 2008 A Bonds shal] 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 2008 A Bonds shall bear interest from the date of delivery, payable monthly at the rate of
4.5% per annum, and shall be sold for the par value thereof. The said principal and interest shall be paid
in monthly installments in the amount of $10,647 commencing November 14, 2008 and continuing on the
corresponding day of each month, except that the final installment shall be paid at the end of 40 years
from the date of this Bond.

The Series 2008 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 hereinafier set forth.

Section 3.03.  Negotiability, Registration, Transfer and Exchange of Bonds. The
Series 2008 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 2008 A Bonds, and the right to
principal of and stated interest on the Series 2008 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 2008 A Bonds for cancellation, accompanied by delivery of a written instrument of transfer, duly
¢xecuted in a form acceptable to the Bond Registrar.

Whenever the Series 2008 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 2008 A Bonds shall be permitted to be made after
the 15th day next preceding any instaliment payment date on the Series 2008 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 2008 A Bonds, and, upon presentation for such purpose, the Bond Registrar shall, under such
reasonable regulations as it may prescribe, register the Series 2008 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 2008 A Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2008 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 2008 A Bonds shail initially
be fully registered as to both principal and interest in the name of the United States of America. So long
as the Series 2008 A Bonds shall be registered in the name of the United States of America, the address of
the United States of America for registration purposes shall be National Finance Office, St. Louis,
Missouri 63103, or such other address as shall be stated in writing to the Issuer by the United States of
America,

Section 3.05.  Execution of Bonds. The Series 2008 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 2008 A
Bonds shall cease to be such officer of the Issuer before the Series 2008 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 2008 A Bonds may be signed and sealed on behalf of the Issuer by such person as at
the actual fime of the execution of such Bonds shall hold the proper office in the Issuer, although at the
date of such Bonds such person may not have held such office or may not have been so authorized.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case the Series 2008 A
Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may in its discretion issue and
deliver a new Bond of like tenor as the Bonds so mutilated, destroyed, stolen or lost, in exchange and
substitution for such mutilated Bonds or in Jieu 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 2008 A Bonds so surrendered
shall be canceled and held for the account of the Issuer. If the Series 2008 A Bonds shall have matured or
be about to mature, instead of issuing a substitute Bond the Issuer may pay the same, and, if such Bond be
destroyed, stolen or lost, without surrender thereof.
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Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment of the debt
service of the Series 2008 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 2008 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 2008 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 2008 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)

UNITED STATES OF AMERICA
HARDY COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2008 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$

No. AR-1 Date:

FOR VALUE RECEIVED, HARDY COUNTY PUBLIC SERVICE DISTRICT {herein
called “Borrower”) promises to pay to the order of the United States of America (the “Government™), or
its registered assigns, at its Nationa] Finance Office, St. Louis, Missouri 63103, or at such other place as

the ~ Govermnment may  hereafter designate in writing,  the  principal sum  of
(3 ), plus interest on the
unpaid principal balance at the rate of % 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 $ , covering principal and interest, thereafter on said
corresponding day of each month, except that the final instaliment shall be paid at the end of 40 years
from the date of this Bond, in the sum of the unpaid principal and interest due on the date thereof, and
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 obli gation of Borrower to pay the remaining
installments as scheduled herein.

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

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

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

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

Registration of this Bond is transferable by the registered owner hereof in person or by
his, her or its attorney duly authorized in writing, at the office of the Borrower, as Bond Registrar, but
only in the manner, subject to the limitations and upon payment of the charges, if any, provided in the
herein defined Resolutions and upon surrender and cancellation of this Bond. Upon such transfer a new
Bond or Bonds, of authorized denomination or denominations, for the like principal amount, will be
issued 1o 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

, 2008, authorizing issuance of this Bond (the “Resolution™).
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If at any time it shall appear to the Government that Borrower may be able to obtain a
loan from a responsible cooperative or private credit source at reasonable rates and terms for loans for
similar purposes and periods of time, Borrower will, at the Government’s request, apply for and accept
such loan in sufficient amount to repay the Government.

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE OF
AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

(1 WATER REVENUE BONDS, SERIES 1988 (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED MARCH 15, 1989, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $300,000 (THE “SERIES 1988 BONDS™),

(2) WATER REVENUE BONDS, SERIES 1990 UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JULY 12, 1990,ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $50,000 (THE “SERIES 1990 BONDS”);

3) WATER REVENUE BONDS, SERIES 1993 UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JUNE 22, 1993, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $330,000 (THE “SERIES 1993 BONDS™);

4) WATER REVENUE BONDS, SERIES 1995 B UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED DECEMBER 18, 1995, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $280,000 (THE “SERIES 1995 B BONDS”);

(%) WATER REVENUE BONDS, SERIES 1995 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED DECEMBER 18, 1995, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $320,000 (THE “SERIES 1995 A BONDS”);

(6) WATER REVENUE BONDS, SERIES 1998 B UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 17, 1998, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $50,000 (THE “SERIES 1998 B BONDS™);

(7) WATER REVENUE BONDS, SERIES 1998 A UNITED STATES

DEPARTMENT OF AGRICULTURE), DATED AUGUST 17, 1998, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $500,000 (THE “SERIES 1998 A BONDS”);
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(%) WATER REVENUE BONDS, SERIES 2001 A UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 18, 2001 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $650,000 (THE “SERIES 2001 A BONDS”);

) WATER REVENUE BONDS, SERIES 2002 A (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED MARCH 19, 2002, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,215,824 (THE “SERIES 2002 A BONDS”); AND

(10}  WATER REVENUE BONDS, SERIES 2003 A (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED JULY 30, 2003, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $534,200 (THE “SERIES 2003 A BONDS”).

THE 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, SERIES 2001 A BONDS,
SERIES 2002 A BONDS AND SERIES 2003 A BONDS ARE COLLECTIVELY, THE “PRIOR
BONDS.”

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

[Remainder of Page Intentionally Blank]
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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

[CORPORATE SEAL]

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board
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(Form of)

EXHIBIT A
RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(3 (19)
(2) (20)
3) 21
(4) (22)
(5) (23)
(6) (24)
(7) (25)
(8) (26)
©) (27)
(10) (28)
(11) (29)
(12) (30)
(13) (31)
(14) (32)
(15) (33)
(16) (34)
(17) 35)
(18) (36)
TOTAL $
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{Form of Assignment)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint
., Attorney to 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: R

In the presence of:
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ARTICLE IV

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

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

(N Revenue Fund (established by Prior Resolution and continued hereby);

(2) Renewal and Replacement Fund (established by Prior Resolution and
continued hereby);

(3) Reserve Fund (established by Prior Resolution for the Series 1988
Bonds, Series 1990 Bonds, Series 1993 Bonds, Series 1995 A Bonds,
and Series 1995 B Bonds and continued hereby);

4) Series 1998 Bonds Reserve Account (created by Prior Resolution for the
Series 1998 A Bonds and Series 1998 B Bonds and continued hereby);
and

(5) Series 2008 A Bonds Project Construction Account.
B. Establishment of Funds and Accounts with Commission. The following special funds or

accounts are created (or continued if established by Prior Resolution) with and shall be held by the
Commission, separate and apart from all other funds or accounts of the Commission and from each other:

(1 Series 2001 A Bonds Reserve Account (established by Prior Resolution and
continued hereby);

(2) Series 2002 A Bonds Sinking Fund (established by Prior Resolution and
continued hereby);

3 Series 2002 A Bonds Reserve Account (established by Prior Resolution and
continued hereby);

{4) Series 2003 A Bonds Sinking Fund (established by Prior Resolution and
continued hereby),

% Series 2003 B Bonds Reserve Account (established by Prior Resolution and
continued hereby); and
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{6) Series 2008 A Bonds Reserve Account.

Section 4.02. Bond Proceeds; Project Construction Account. The proceeds of the sale
of the Series 2008 A Bonds shall be deposited upon receipt by the Issuer in the Series 2008 A Bonds
Project Construction Account. The monies in the Series 2008 A Bonds Project Construction Account in
excess of the amount insured by FDIC shall be secured at all times by the Depository Bank by securities
or in a manner lawful for the securing of deposits of State and municipal funds under West Virginia law.
Montes in the Series 2008 A Bonds Project Construction Account shall be expended by the Issuer solely
for the purposes provided herein.

Monies in the Series 2008 A Bonds Project Construction Account shall be used solely to
pay the cost of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Series 2008 A Bonds Project Construction Account and pay to the
Purchaser on or before the due date, such sums as shall be from time to time required to make the
monthly installments on the Series 2008 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 2008 A
Bonds Project Construction Account shall be invested and reinvested at the direction of the Issuer, to the
extent possible in accordance with applicable law, 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 Series 2008 A
Bonds Project Construction Account shall be disposed of in accordance with the regulations of the
Purchaser.

Section 4.03.  Covenants of the Issuer as to System Revenues and Funds. So long as
any of the Series 2008 A Bonds shall be outstanding and unpaid, or until there shall have been set apart in
the Series 2008 A Bonds Reserve Account, a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Series 2008 A Bonds remaining unpaid, together with interest
accrued and to accrue thereon, the Issuer further covenants with the Holders of the Series 2008 A Bonds
as follows:

A. REVENUE FUND. The entire Gross Revenues derived from the
operation of the System, and all parts thereof, and ali 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
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the provisions of the Prior Resolutions not otherwise modified herein:

CH4909495.1

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

) The Issuer shall next, each month, on or before the due date
thereof, transfer from the Revenue Fund and simultaneously remit (i) to
the National Finance Office the amount required by the Prior Resolutions
to pay the interest on the RUS Bonds; and (ii) to the National Finance
Office the amount required to pay interest on the Series 2008 A Bonds.

(3 The Issuer shall next, each month, transfer from the Revenue
Fund and simultaneously, on or before the due date thereof, remit (i) to
the National Finance Office the amount required by the Prior Resolutions
to pay the principal of the RUS Bonds; (ii) to the Commission the
amount required by Prior Resolutions to pay the principal of the Series
2002 A Bonds and Series 2003 A Bonds; and (iii) remit to the National
Finance Office, commencing 24 months following the date of delivery of
the Series 2008 A Bonds, the amount required to amortize the principal
of the Series 2008 A Bonds.

(4 The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and simultaneously (i) remit to the Depository
Bank and the Commission the amounts required by the Prior Resolutions
to be deposited in the Reserve Accounts for the Prior Bonds; and (ii)
beginning on the date specified by the purchaser, but in any event not
later than the 24th monthly anniversary of the Closing Date, and
continuing on each monthly anniversary of the Closing Date thereafter,
transfer from the Revenue Fund and remit to the Commission, for deposit
in the Series 2008 A Bonds Reserve Account, an amount equal to 10% of
the monthly payment amount, until the amount in the Series 2008 A
Bonds Reserve Account equals the Series 2008 A Bonds Reserve
Requirement; provided that, no further payments shall be made into the
Series 2008 A Bonds Reserve Account when there shall have been
deposited therein, and as long as there shall remain on deposit therein, an
amount equal to the Series 2008 A Bonds Reserve Requirement.

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

Whenever the money in the Series 2008 A Bonds Reserve Account shall be sufficient to
prepay the Series 2008 A Bonds in full, it shall be the mandatory duty of the Issuer,
anything to the contrary herein notwithstanding, to prepay the Series 2008 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 2008 A Bonds Reserve Account. All amounts required for the Series 2008 A
Bonds Reserve Account 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 shall constitute a Trust Fund and shall be used only for the purposes
and in the order provided herein, and until so used, the Purchaser shall have a lien thereon
for further securing payment of the Series 2008 A Bonds and the interest thereon, on a
parity with the Prior Bonds.

The Series 2008 A Bonds Reserve Account shall constitute a trust fund and shall be used
only for the purposes and in the order provided herein, and until so used, the Purchaser
shall have a lien thereon for further securing payment of the Series 2008 A Bonds and the
interest thereon.

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

Principal, interest or reserve payments, whether made for a deficiency or otherwise, shall
be made on a parity and pro rata, with respect to the Series 2008 A Bonds and the Prior
Bonds, in accordance with the respective principal amounts then Outstanding.

Subject to the Prior Resolutions, the Commission shall keep the monies in the
Series 2008 A Bonds Reserve Account invested and reinvested to the fullest extent
possible in accordance with applicable law, and to the extent practicable, in Qualified
Investments having maturities consonant with the required use thereof. Investments in
any fund or account under this Bond Legislation shall, unless otherwise provided herein
or required by law, be valued at the lower of cost or the then current market value, or at
the redemption price thereof if then redeemable at the option of the holder, including
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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 Treasury Investments. Any investment shall be held in and at all times deemed a part
of the fund or account in which such monies were originally held, and interest accruing
thereon and any profit or loss realized from such investment shall be credited or charged
to the appropriate fund or account. Earnings from meonies in the Series 2008 A Bonds
Reserve Account, so long as the Minimum Reserve is on deposit and maintained therein,
shall be paid annually by the Commission to the Issuer and deposited in the Revenue
Fund.

C. CHANGE OF DEPOSITORY BANK. The [ssuer 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 2008 A Bonds, provide evidence that there will be at least 2,130 bona fide users
upon the System on completion, in full compliance with the requirements and conditions
of the Purchaser.

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

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

G. REMITTANCES.  All remittances made by the Issuer to the

Commission shall clearly identify the fund or account into which each amount is to be
deposited.

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

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2008 A Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Series 2008 A Bonds Reserve
Account, sums sufficient to prepay the entire principal of the Series 2008 A Bonds remaining unpaid,
together with interest accrued and to accrue thereon to the date of prepayment, the covenants and
agreements contained herein shall be and constitute valid and legally binding covenants between the
Issuer and the Holder of the Series 2008 A Bonds.

Section 5.02. Rates. So long as the Prior Bonds are outstanding, the Issuer will
maintain rates as required in the Prior Resolutions. 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 2008 A Bonds and the Prior Bonds and sufficient to make the payments required herein into all
funds and accounts and all the necessary expenses of operating and maintaining the System during such
Fiscal Year and such rates, fees and other charges shall not be reduced so as to be insufficient to provide
adequate Revenues for such purposes. '

Section 5.03.  Sale of the System. So long as the Prior Bonds are outstanding, the
Issuer shall not sell, mortgage, lease or otherwise dispose of the System or any part thereof, except as
provided in the Prior Resolutions. The System will not be sold without the prior written consent of the
Purchaser so long as the Series 2008 A Bonds are outstanding. Such consent will provide for disposition
of the proceeds of any such sale.

Section 5.04. Issuance of Additional Parity Bonds or Obligations. No additional Parity
Bonds or obligations payable out of any of the Revenues of the System shall be issued, except with the
prior written consent of the Purchaser. No Parity Bonds shall be issued after issuance of the Series 2008
A Bonds unless the provisions contained in the Prior Resolution respecting issuance of Parity Bonds have
been satisfied.

All Parity Bonds issued hereunder shall be on a parity in all respects with the Series 2008
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 Series 2008 A Bonds and the RUS Bonds are OQutstanding, 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
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least 120% of the average annual debt service requirements on the following:
(H The Bonds Qutstanding;

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

() The Parity Bonds than proposed to be issued.

The foregoing limitation may be waived or modified by the written consent of the
Holders of the RUS Bonds, representing 75% of the then-outstanding principal indebtedness. In the event
the foregoing limitation is waived or when the Series 2008 A Bonds and the RUS Bonds are no longer
outstanding, the following parity requirement shall be met:

So long as the Series 2002 A Bonds and Series 2003 A Bonds are outstanding, 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:

() The Bonds then Outstanding;

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

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

The “estimated average increased annual Net Revenues 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 shali 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 shall have expired prior to issuance of such Parity Bonds.
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All covenants and other provisions of this Bond Legislation (except as to details of such
Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and security of the Holders
of the Bonds and the Holders of any Parity Bonds subsequently issued from time to time within the
limitations of and in compliance with this section. All 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 shall not be deemed to include bonds, notes, certificates or other obligations
subsequently issued, the lien of which on the revenues of the System is subject to the prior and superior
liens of the Series 2008 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 2008 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 Legislation, 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 5.05. Insurance and Bonds. The lIssuer 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 2008 A Bonds remain outstanding, insurance with a reputable insurance
carrier or carriers covering the following risks and in the following amounts:

(a) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF
AND EXTENDED COVERAGE INSURANCE, to be procured upon
acceptance of any part of the Project from the contractor, and
immediately upon any portion of the System now in use, on all
above-ground structures of the System and mechanical and electrical
equipment in place or stored on the site in an amount equal to the full
insurable value thereof. In the event of any damage to or 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
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than $200,000 to protect the Issuer from claims for damage to propeity
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 2008 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.

(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.

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

(g) Provided, however, and in lieu of and notwithstanding the
foregoing provisions of this Section, during construction of the Project
and so long as the Series 2008 A Bonds are outstanding, the Issuer will
carry insurance and bonds or cause insurance and bonds to be carried for
the protection of the Issuer, and during such construction will require
each contractor and subcontractor to carry insurance, of such types and in
such amounts as the Purchaser may specify, with insurance carriers or
bonding companies acceptable to the Purchaser.
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Section 5.06.  Statutory Mortgage Lien. For the further protection of the Holder of the
Series 2008 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 2008 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 2008 A Bonds at the date specified
for payment thereof;

(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 2008 A Bonds or herein, or violation of
or failure to observe any provision of any pertinent law; and

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

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

Upon application by the Purchaser, such court may, upon proof of such default, appoint a
receiver for the affairs of the Issuer and the System. The receiver so appointed shall administer the
System on behalf of the Issuer, shall exercise all the rights and powers of the Issuer with respect to the
System, shall proceed under the direction of the court to obtain authorization to increase 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; provided that, all rights and remedies of the Holders of the Prior Bonds
shall be on a parity with the Series 2008 A Bonds.

Section 5.09. Fiscal Year; Budget. While the Series 2008 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
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of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month until the adoption of
the Annual Budget; provided, however, that no such monthly budget shall exceed the budget for the
corresponding month in the next year preceding by more than 10%; and provided further, that adoption of
a Budget of Current Expenses shall not constitute compliance with the covenant to adopt an Annual
Budget unless failure to adopt an Annual Budget be for a reason beyond the control of the Issuer. Each
such Budget of Current Expenses shall be mailed immediately to the Purchaser.

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

Section 5.11. Covenant to Proceed and Complete. The Issuer hereby covenants to
proceed as promptly as possible with the acquisition and construction of the Project to completion thereof
in accordance with the plans and specifications prepared by the Consulting Engineer on file with the
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 shall have the right at al} reasonable times to inspect the System and all records, accounts and
data of the Issuer relating thereto.

The Issuer shall, at jeast 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 shali
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 2008 A Bonds are outstanding.

Section 5.14. No_Competition. To the extent legally allowable, the Issuer will not
permit competition with the System within its boundaries or within the territory served by it and will not
grant or cause, consent to or allow the granting of any franchise, permit or other authorization for any
person, firm, corporation, public or private body, agency or instrumentality whatsoever to provide any of
the services supplied by the System within the boundaries of the Issuer or within the territory served by
the System.
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ARTICLE VI

RATES, ETC.

Section 6.01.  Initial Schedule of Rates and Charges: Rules. A. The initial schedule of
rates and charges for the services and facilities of the System, subject to change consonant with the
provisions hereof, shall be as set forth in the Recommended Decision entered on April 16, 2008 which
became Final Order of the Public Service Commission of West Virginia on May 6, 2008, in Case No. (7-
1607-PWD-19A and are incorporated herein by reference as a part hereof.

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

C. All delinquent fees, rates and charges for services or facilities of the System shali
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,

b. 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 Systern.

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 ruies and regulations of the Public
Service Commission of West Virginia.

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

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

MISCELLANEOUS

Section 7.01.  Payment of Bonds. If the Issuer shall pay or there shall otherwise be
paid, to the Holder of the Series 2008 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 2008 A Bonds, the pledge of Net Revenues and other monies and securities pledged under
this Bond Legislation and all covenants, agreements and other obligations of the Issuer to the Registered
Owner of the Series 2008 A Bonds, shall thereupon cease, terminate and become void and be discharged
and satisfied.

Except through such direct payment to the Holder of the Series 2008 A Bonds, the Issuer
may not defease the Series 2008 A Bonds or otherwise provide for payment thereof by escrow or like
manner,

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

Section 7.03.  Delivery of Bonds. The Chairman, Secretary and Treasurer of the
Governing Body are hereby authorized and directed to cause the Series 2008 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 2008 A Bonds.

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

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

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 Date. This Resolution shall take effect immediately vupon its

adoption.

[Remainder of Page Intentionally Blank]
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Adopted this 9th day of October, 2008.

HARDY COUNTY PUBLIC SERVICE DISTRICT

By: _ PHetiZus B i

Its: Chairman 7
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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 9th day of October, 2008.

Dated: October 14, 2008.

[SEAL]

secre,_@%/\ (/

09.29.08
378080.00008
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"HARDY COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1988

RESOLUTION AUTHORIZING THE ACQUISTTION 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 :

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

ARTICLE I

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Resolution. This
Resolution (together with any order or resolution supplemental
hereto or amendatory hereof, the "Bond Legislation") 1s adopted
pursuant to the provisions of Chaptar 16, Article 13A, of the
West Virginla Code of 1931, as amended (the "Act"), and other
~applicable provisions of law. :

Section 1.02. Findings and Determinations., It 1s hereby
found determined and declarad that:

A. Hardy County Public Service District (the "Issuar")
i1s a public service district and political subdivision of thes State
of West Virginia in Hardy County of said State, duly created by The
County Commission of Hardy County pursuant to the Act.

B. The Issuer presently does not own or cperata a public
waterworks system, and it i3 desmed essential, conveniant, necessary
and desairable for the health, safety, advantage, convenience and
welfare of tha inhabitants of the Issuer, and, accordingly, 1t 1is
hereby ordared that there be acquirad and constructad cerzain



waterworks facilities consisting of a waterworks system comprised of
lines and a tank reservoir, 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 (tha Project and any
additions and improvements thereto or extensions thereof 1is herein
called the "System") at an estimated cost of $1,033,000, {in
accordance with the plans and specifications prepared by the
Consulting Engineers, which plans and specifications have herestofore
been filed with the Secretary of the Public Service Board (the
"Gaverning 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 Citlies Block Grant 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
Town of Moorefield and the Issuer. The acquisition and construction
of the Project.and the financing hereby authorized and provided for
are public purposes of the Issuer and are ordered for the purpose of
meeCing and serving public convenisnce and necesgsity.

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 intersst on the Bond
(as hereinafter defined) and all debt service, raserve fund and
other payments provided for herein. "

. D. It is deemed necessary for the Isguer to issue its
Water Revenue Bond in the aggregate principal amount of $300,000
(the "Bond" or "Bonds"), to finance part of the costs of acquisition
and comstruction of the Project. The cost of such acquisition and
construction shall be deemed to include, without being limited to,
the acquisition and comstruction of the Project; the acquisition of
any mnecessary property, real or personal, or interest therein;
interest on the Bond prior to, during and for 6 months after
completion of such construction to the extent that revenues of the
System are not ,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 authorfzed herasby; provided, -that reimbursemenc to the
Issuer for any amounts expendad by 1t for the repayment of
indebtedness incurred for Costs of the Project by the Issuar shall
be deemed Costs of the Project.



: E. "~ The period of usefﬁlness of cthe System after
completion of the Project is not less_than 40 years.

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

G. There are no outstanding obligations of .the Isgyer
which will rank prior to or om a parity with the Bond as to lien,
pledge aud/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 Syastem, including, without limitation,
the imposition of rates and charges, and the issuance of the Bond,
or will have so complied prior to issuance of the Bond, includingi
among other things and without limitation, the consent and approval,
pursuant to the Act and all other 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 reahearing and appeal of
which have expired.

Section 1,03. Bond Legislation Constitutes Contract. In '
consideration of the acceptance of the Bond by those who shall be
the registered owners of the game from time to time, this Bond
Legislation shall be deemed to be and shall constitute a contract
between the 1Issuer and -such Bondholder and the covenants and
agreements herein set forth to be performed by the Issuer shall be
for the equal benefit, protection and security of the registared
owners of amy and all of such Bond or Bonds, all which shall be of
equal rank and without preference, priority or distinction betwveen
any one Bond and any other Bond, by reason of priority of issuance
or otherwisa, except as expressly provided therein and herein.

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

"Act" means Chapter 16, Article 134, of the West Virginia
Code of 1931, as amended. -

"Bond" or '"Bonds" means the Water Revenue Bond,
Series 1983, authorized hereby to bhe issued, and any bonds on a
parlty therevich authorized to be issued hereunder.



"Bond Legislation," "Resolution” or "Bond Resoclution”
means this Bond Resolution - and ~all orders and resolutlons
supplemental hereto or amendatory hereof. ‘

dend Registrar" of'"Registrar"'means the Issuer, which
shall usually so act by its Secretary. ‘

"Bond Year" means the 12 month period beginning on the
anniversary of the Closing Date In eath 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 omn the Closing
Date. '

“Chairman" means the Chairman of the Governing Body.

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

"cade™ or "Internal Revenue Code” means the Intermal
Revenue Code. of 1986, as awmended. -

"Consulting Engineer" means Stultz & Assoclates, Inc.,
Romney, West Virginia, or aomy qualified engineer or firm of
engineers which shall act. any time hereafrter be retained by the
Issuer as Consulting Engineer for the System. '

"cogts" or "Costs of the Project" means those costs
described in Section 1.02D hereof to be a part of the cost of
“-adquisition and comstruction of the Project.

_ "Debt Service™ means the scheduled amount of interest and
amortization of primcipal 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 Kational Bank,
a bank or trust company which 1s 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 Data on all Nonpurposa Investments in



.

o

which Gross .Proceeds of the Bond are Invested

. [other than amounts attributable to an excess
described in this clause (A) of this definition
of Excess Investment Earnings], over

. (11) The amount that would have been earned
if cthe 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 been equal to
the Yiald on the Bond, plus

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

"Facllities" or "waterworks facilities means all che. .

tangible properties of the System and also any tangibla properties
which 1wm®ay 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 ot acquired. :

"FDIC" means the Federal Deposit Insurance Corporﬁtion.

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

"Govérning Body" means the Public Service Board of the

Issuer.

_ A"Governﬁen: Obligations"” means direct obligations of, or
bbligations the principal of and interest on which are guaranteed
by, the Unicad States of America.

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

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

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




referenced in clause (i) above) or investment
proceeds (as referenced in this clause (i1)) in
Nonpurpose luvestments, increased by any proficts
and decreased (if necessary, below zero) by any
logses on such investments, excluding investment
proceeds . which become transferred proceeds
(determined ' in accordance with  applicable
Regulacions} of obligations,K issued to refund in
whole. or in part the Bond;

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

(iv) Sioking fund proceeds, namely,
amounts, other’ than original proceeds,
investment proceseds or transferrad proceeds (as
referencad in clauses (1) through (1iii)} above)
of the Bond, which are held in any fund to the
extent that the Issuer reasonably expects Co use
such other fumd to pay Debt Service on the Bond;

(v) Amounts in the Reserve Fund and in any
other fund established as a reasonably required
regerve or replacement fundj -

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

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

(viii) Amounts received as a result of
" investing amounts described in this definitiom.

"Herein" or '"herein" means in this Bond Legislation.



_ "Investment Property" means any security (as said term is
defined in Section 165(g)(2)(A) or (B) of the Code), obligation,
anouity contract or investment-type Property, excluding, however,
obligations the interest on which 1is excluded from gross iancome,
under Section 101 of the Code, for federal income tax purposes other
than  specified private  activity bonds as defined 1in
Section 57(a)(5)(C) of the Code.

| "Issuer" or "District" medns the Hardy County Public
Service District, in Hardy County, West Virginia, and includes the
Governing Body. , o

, "Letter of Conditions" means the letter of conditioms of
the Purchaser dated January 21, 1987, and all amendments thereto.

"Net Proceeds,"” when used with referance to the Bond,
meansd the face amount of the Bond, plus accrued 1interest and
premium, 1f any, less original issue discount, if any, and less
proceeds deposited in the Reserve Fund. For purposes of the Private
Business Use limitations set forth herein, the term Net Procsedg
includes any amounts resulting from the Investment of proceeds of
the Bond, without regard to whether or not such investment is made
in tax-exempt obligationmns. i '

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

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

"Operating Expenses” means the current expenses, paid or
accrued, of operation and maintenance of the System and .its
facilitiss, and 1includes, without limiting the generality of the
foregoing, insurance premiums, salaries, wages and administrative
expenses of the Issuer ralating and chargeable solely to the System,
the accumulation of appropriate resarves for charges not annually
recurrent but which are such as may reasonably be expectad 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 exceed such sum as working capital provided that
all monthly amortization payments upon the Bond and into thea Reserve
Fund and the Depreciation Reserve have beszn made to the last monthly
payment date prior to the date of such retention.



"Private Business Use" means use directly or indiractly in
a trade or business carried on by a nmatural person, including all
persons "related" <to such person within the @meaniag of
Section 144(a)(3) of the Code, or in any activity carried on by a
person other thar a natural person, including all persons "related”
to such person within the meaning of Section 144(a)(3) of the Code,
excluding, hcwever, use by a grate or local governmental unit and
use as a member of the general public. All of the foregoing shall
be determined in -accordance with the Code, 1including, wichout
limftation, gilving due regard to '"incidental use,”" 1if any, of the

proceeds of the . 1lssue and/or proceeds used for "qualiﬁied-

improvements," 1f any.

"Project" shall have the meaning stated in Section 1.023
above. ' S ' '

"Purchase Price," for the purpose of computation of the

Yield of the Bond, has the same meaning as the term "issue price” in
Sections 1273(b) and 1274 of the Code, and, in general, means the
init{al offering prics 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 1s privately placed, the price paid by the first buyer of the
Bond or the acquisition cost of the first buyer. "Purchase Price,”
for purposes of computing Yield of Nonpurposa lovestments, means the
fair market value of the Nonpurpose Investments on the date 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. '

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

(a) Government Obligations;

(b) Govermment Obligations which have been
stripped of cheir unmatured interest coupons,
interest’ couponas stripped from Govermment
Obligations, and receipts or certificates
‘evidencing payments from Govermment Obligatioms
‘or interest coupons stripped from Government
Obligations;

(¢) Bonds, debentureg, notes . or  other
evidencas of indabradnasa 1isasuad by any of tha



following agencles: Banks for Cooperatives;
Federal Intermediate Credit Banks: Federal Home
Loan Bank System; Export-Import Bank of the
United States; Federal Land Banks; Goverrment.
Nationmal Mortgage Assoclation; Tennessae Valley
Authority; or Washingtoo Metropolitan Area
Transit Authoricy; '

"{d) Any bord, ‘debenture, note,
participation certificate or other similar
obligations 1ssued - by the Faederal Natiomal
Mortgage Association to the axtent such
obligation 1s guarantesd by tha Govermsent
National Mortgage Assoclation or issued by any
other federal -agency and backed by the f£full
faith and credit of the United States of
America; - C '

(e) Time accounts (including accounts
evidenced by time certificates of deposit, time
deposits or other gimilar banking arrangements)
which, to the extent not insured by the FDIC or
Federal Savings and Loan Insurance Corporatiom,
shall be secured by a pledge of Govermment
Obligations, provided, that sald Govermment
Obligations pledged either must mature as nearly
as practicable coincident with the maturity of
said time accounts or must be raplaced 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 sacured
by investments of the ctypes described in
paragraphs (a) through (e) above, with banks or
national banking associations which are members
of FDIC or with govermment bond dealers
recognized as primary dealers by the Federal
Reserve Bank of New York, grovided, that said
investments securing sald 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 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 “eonsolidated fund"
managed by Che West Virginia State Board of
Investments pursuant to Chapter 12, arcicle 6,
of the West Virginia Code of 1931, as amendad;
and

(1) Obligaticns of states or political
subdivisions or agenciles -thereof, the 1interest
on which 1s excluded from gross  income for
faderal income tax purpcses, and which are rated
at least "A" by Moody's Investors Servige, Inc. -
or Standard & Poor's Corporation.

"Registered Owner," "Bondholder," "Holder” or any similar

term means, whenever used hereln with respect tc an outstanding Bond -

" or Bonds, the person in whose name such Bond_is,registered.

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

“pevenues" or '"'Gross Revenues” means all rates, rents,
fees, charges or other income received by the lasuer, o accrued to
the ILssuer, or. any department, heard, agency or instrumentalicy
. thereof in control of the manazement and operation of the System,
from the operation of the System, and all parts thereof, all as
calculated in accordance with sound accocunting practices.

"Secretary" means the Secretary of the Governlng Body.
"grata™ means the State of West Virginia.

"Surgius Revenues" shall have the meaning set forth 1m
Section 4.03 hereof. -

"System" means the Project inicially, and includes the

_complete waterworks system of the Issuer and all waterworks
facilities owned by the Issuer and all facilitiles and cther property
of every nature, real or personal, now or hereafter owned, held or
used 1in connection with the waterworks systam, and shall also
include any and all additions, extensious, impprovements, properties



or other facilitles at any time'acquired or constructed for the:
waterworks system after completion of- the Projact.

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

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

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



_ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTROCTION OF THE PROJECT

: Section 2.0l. Autharization of Acgquisition and
Construction of rthe Project. ' There 13 hereby authorized the
acquisition and conatruccion of the Project, at an estimated cost of
$1,033,000, in accordance with che plans and specifications which

have besn 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, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3.0l. Authorization of Bond. Subject and
pursuant to the provisiocns hereof, the Bond of the Issuver, to be
known as "Water Ravenue Bond, Saries 1988," is hareby authorized co
be 1issued 1o the aggregate prinmcipal amount of not exceeding
$300,000 for the purpose of permanently financing a portion of the
Costs of the Project.

Section 3.02. Description of Boud. The Bound ghall be
initially issued as a single Bond, No. R-l, only as a fully
registerad Bond, and shall be dated the date of dalivery thereof.
The Bond shall bear interest from date of delivery, payable monthly
at the rate of 5% per annum and shall be sold for the par value
thereof. ] ' -

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

Section 3.03. Negotiability, Registration, Transfer and
Exchange of Bond. Subject to the provisions for transfer of
‘registration set forth below, the Bond shall ba and have all the
qualities and incidents of a negotiable instrument undar thes Uniform
Commercial Code of the State, but. the Bond, and the right to
principal of, and stated intarest on, the Bond, may ounly  be
cransferred by transfer of the registration thereof upon the books
requirad to be kept pursuant to Section 3.04 hers=of, by the party in
whose name it i3 registarsd, 1in person or by attorney duly
authorized in writing, upon surrender of the Bond for cancellationm,
accompaniad by delivery of a written instrument of trangfer, duly
executed in a form acceptable to the Bond Reglstrar. No interest in
the Bond shall be transferable except by means of transfer of
registration of a Bond rapresenting such interest and delivery of a
new Bond or Bonds in exchange therafor in accordance with this Bond
Legislation.

 Whenever the Bond shall be surrenderad for 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 Reglatrar shall require the payment by the Bondholder
requasting such transfer of any tax or other govermmental charga
requirad to be paid with respect to such transier, but the Issuer



shall pay any other expenées-incurred by the Bond Registrar with .

respect to such transfer.

No registration of transfer of the Boud shall be permitted -

to be made after the lS5ch day next preceding any installment payment
date on the Bond. : :

Section 3.04. Bond Registrar. The Issuer ahall be the
Bond Ragistrar and will keep, or cause to be kapt by its agent, at
itgs office, sufficlent books for the registration and transfer of
the Bond, and, upon presentation for such purpose, tha Bond
Registrar shall, under such reasonable regulations as it wmay
prescribe, register the Bond initially issued pursuant heretoc and
register the transfer, or cause to be registered by its agent, om
guch books, the transfer of the Bond as hereinbefor=2 provided.

The Bond Reglstrar sﬁall accapt tha Bond for registrati;n :

or transfer only if ownership thereof is to be registarad in tha
name of the Covermment, an individual (including joint ownership), a
corporation, a partnership or a truast, and only upon receipt of the
social security number of each individual, the fadaral employer
identification number of each corporation or partnership or the
social security numbers of the gettlor and beneficiaries of each
trust and the federal employer identificatiom number and date of
each trust and the name of the trustza of each trust and/or such
other identifying number and information as may be required by law.

Section 3.05. Exacution -of Bond. The Bond shall be
exacurted in the name of the Issuer by tha .Chairman and its corporate
geal shall be affixed therato and attested by tha Secratary. In
case any ona or more of tha officers who shall have signed or sealed
the Bond shall caasa to be such officer of the Issuer before the
' Bond so signed and saaled have been actually sold and delivered,
such Bond may nevertheless be sold and dalivared as herein provided
and may be 1lssued as if the person who signed or sesaled such Bond
had not csased to hold such office. Any Bond may be signed and
gealad on behalf of the Isauer by such person aa at the actual time
of the execution of such Bond shall hold the proper office in the

Issuer, although at tha dats of such Bomnd such -perscn may not hava.

held such offica or may not have been so authorized.

Saction 3.06. Bonds Mutilatzad, Dastroyed, Stolen or Lost.
Tn case the Bond shall become mutilatad or be destroyed, stolen or
lost, the Issuer may in its discretion 1ssue and daliver a newv Bond
of lika tenor as the Bomnd so mutilated, destroyed, stolea or losct,
in exchanga and substitution for guch mutilated Bond or in lisu of
and substitucion for the Bond destrayad, stolan or lost, and upon
the holdar's furnishing che Issuer proof of his ownership thereof
and complying with such other resasonabla regulaticna and conditions




as the Issuar may require. The Boud so surrendered shall be
cancelled and held for the account of the Issuer. If the Bond shall
have matured or ba about to mature, instead of issuing a subatituce
Bond the Isguer may pay the same, and, 1f such Bond be deatroyed,
stolen or lost, without surrender thereof.

Section 3.07. Bond Secured by Pledge of Net Revenues.
The payment of cthe debt service of the Bond shall be secured
forthwith by a firsc lien on the Net Revenuss derived from rthe
System, 1in addition to the statutory mortgage lien on the -System
hereinafter provided for. The Net Revenues derived from tha Syatem
in an amount sufficient to pay the principal of and interest on the.
Bond, and to make the payments as herelnafter provided, are hereby
irrevocably pledged to the payment of tha principal of and interest
on the Bond as the same become due. _

Section 3.08. Form of Bond. Subject to tha provistions
hereof, the text of the Bond and the other datails thereof shall ba
of substantially the following tenor, with such .omisszions,
insartions and variations as may be authorized or permictted hereby
or any resolution adopted after the date of adoptiou hereof a.nd
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 1988

$300,000

No. R-l _ . Date:

FOR VALUE RECELIVED, HARDY COUNTY PUBLIC SERVICE DISTRICT
(herein called the "Igsuer”) 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 Hational . Finance"

Office, St. Louis, Missouri, #3103, or at such other place as the
Government may hereafter designate in writing, the principal sum of
THREE HUNDRED . THOUSAND DOLLARS ($300,000), plus intarest 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 the date of delivery of the Bond and
continuing on the corresponding day of each month for the Efirst
24 months after the date hereof, and $1,473, covering principal and
interest, thereaftar on sald 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.

1f the total amount of the loan is not advanced at the
‘time of loan closing, the loan shall be advanced to the Issuer as
requested by the Issuer and approved by the Govermment and interest
shall accrue on the amount of sach 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 thig
" Bond shall be "applied first to interest computed to the effective
date of the payment and then to principal.

Prepayments of scheduled {nstallments, or any portion
thereof, may be made at any time at the option of the 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 affact
the obligation of the Issuer te pay the remaining installments as
scheduled herein. : :

If .che Govermment at -aﬁy time asaigns this Bond and
insures the payment therecf, the Issuer shall continue to make
payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments
as above authorized made by the Issuer may, at the option of the
Goverument, 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 amn annual
installment due date basis. The effective date of every payment
made by the Issuer, except payments.retained and remitted by the
Government on an annual installment due date basis, shall be the
date of the Unitad States Treasury check by which the Goverument
remits the payment to the holder. The effective date of any
prepayment retained and remitted by the Govermment to the holder on

‘an annual installment due date basis shall be the data of the
prepayment by the Issuer, and tha 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 advancsd or expended by the Govermment for the’
collection hereof or to praserve or protect any security herefor, or
otherwize under the terms of any security or other ipstrument
executed in connection with the loan evidenced hereby, at the option
of the Govermment shall become a part of and bear interest at the
same rate as the principal of the debt evidenced hereby and be
immediately due and payabla by the Issuer to the Govermment without
demand., The Issuer agrees to use the loan evidenced hereby solely
for purposes authorized by the Government.

The Issuer hersby certifies that it is unable to obtain
sufficient credit elsewhere to finance 1ts actual needs at
reasonable ratas and tarms, taking into comsidaration pravailing
private and cooperative rates and terms in or near its community for
loans for similar purposes and pariods of time.

This Bond is issued to permanently finance a portion of
the costs of acquisition and constructfon of new watarvorks
facilicties of the Iasuer, and this Bond, together with any
additional bonds ranking on a parity herewith which may be 1ssued
and outatanding for the purpose of providing funds for financing
costs of construction and acquisition of additions, extansions and
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improvements to the waterworks system (the "System") of the Issﬁer,
1s payable solely from the revenues to be derived from the operationm
of the System after there have been first paid from such revenués

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 1s transferable by - the
registered owner hereof in person or by his, her or its attorney
duly authorized in writing, at the office of the Issuer, as Bond
Registrar, but only in the manner, subject to the limitations and
upon payment of the charges, if any, provided in the herein defined
Bond Legislation, and upon surrender "and cancellation'of this Bond.
Upon such transfer a nev Bend or Bonds, of authorized denomination
or denominations, for the like principal amount, will be iasued 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 transferrsd by transfer of registration hereof with the Bond
Registrar. '

This Boand has been 1issued under and in full compliance
with the Constitution and statutes of the State of West Virginia,
including, among others, Chapter 16, Article 134, cf the
West Virginia Code (herein called the "Act™), and with a resclutiom
of the Issuer duly adopted authorizing issuance of thias Bond (the
"Bond Legislation").

1f at any time it shall appear to the Government that the
Issuer may be able to obtain a loan from a responsible cooperative
or privatre credit source at reasonable rates and terms for loams for
similar purposes and periods of  time, the Issuer will, at the
Goverament's request, apply for and accept such loan in sufficient
amount to rapay the Govermment.

This Bond 13 glven as evidence of a loan to the Issuer
pade or 4nsured by the Government pursuant to the Consclidated
Farmers Home Rural Development Act. This Bond ghall be subject Co
the present regulations of the Farmers Home Administratiom and to
its future regulations not inconsistent with the express provisions
hereof. :

18.



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 hereunto affixed or imprinted hereon and
attested by its Secretary, all as of the date hereinabove written,

HARDf COUNTY PUBLIC SERVICE DISTRICT
(Name of Borrower)

{CORPORATE SEAL]

(Signature of Executive 0fficial)

Chairman, Public Service Board
(Title of Executive Official}

"P. 0. Box N
{(P.0. Box No. or Straet Address)

Moorefield, West Virginia 26836
{City, State and Zip Code) ’

- ATTEST:

(Signatufe of Atcescting Official)

Secretary, Public Service Board
(Title of Attesting Official)

19.



(Form of)

RECORD OF ADVANCES

AMOUNT

DATE

AMOUNT

DATE

(1) 3 (6) %
) s 7 s
(3) s (8) s
(4) s (9) 3
(5) 3 (10)_$.

TOTAL $

20.

-



(Form of Assigrment]
ASSIQMMENT

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

the within Bond and’ does hereby 1irrevocably cons:i:ute and - appoint
, Attorney to transfer

:he sald Bond on the books kept for registration of the withim Bond

of the said Issuer with full power of substitution in che premises

Dated: - . ' .

In the preseéence of:
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ARTICLE 1V

STYSTEM REVENUES AND APPLICATION THEREOQF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND -ACCOUNTS; REBATE

Section 4.0l. Establishment of ‘Funds and Accounts with
Depoaitory Bank. The following special funds or accounts are
created and established with and shall be held by the Depository
Bank separate and apart from all other funds or accounts of the
Depository Bank and from each other: '

{1) Revenue Fund;
(2) Project Conmstruction Account;
(3) ngprqciation“Res;rve;
(4) Reserve Fund;
| (5) Eafnings‘Fuﬁd;‘and
(6) Rebate Fund.

- Section 4.02. Bond Proceeds; Project Construction
Account., The proceeds of the Bond shall be deposited in the Project
Construction Account. The moneys in -the Project Construction
Account in excess of the amount insurad 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 wunicipal funds under
West Virginia law. Moneys in the Project Comstruction Account shall
be expended by the Issuer solely for the purposes provided herein.

Amounts 1n 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 the Issuer
describing such disbursement, setting forth the portion, 1if amy, of
the Net Proceeds of the Bond to be used for a Private Business Use
or to make or fimance 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 limiratiom and the private loan limitation. Investment earnings
and profits on Gross Proceeds of the Bond in the Project
Construction Account shall be transferred to the Earnings Fund upon
receipt thereof as provided in Section 4.04 hereof. Amounts, 1f
any, remaining in the Project Construction Account shal_l, 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 Yield not in excess of the Yield of the
Bond and shall be transferrad and used for redemption of the Bond
(ar a portion thereof) oun the interest payment date next succeeding
and the Project Construction Account shall be closed.

‘ Until completion of acquisition and comstruction of the
Project, the. Issuer will additionally transfer from the Project
Construction Account and pay to the Purchasar on or before the due
date, such sums as shall be from time to time required to make the
monthly installments on the Bond if there are not sufficienc Net
Revenues to make such monthly payment. ‘

Pending application as provided 1in this Seccion 4,02,
money and funds in the Project Construction Account shall be
invested and reinvested at the direction of the lssuer, to the
extent possible 1n 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 chere shall have been set apart in che Reserve
Fund, a sum sufficient to pay, when due or at the earllest practical
prepayment date, the entire principal of the Bond remaining unpaid,
together with interest accrued to the date of such payment, the
Igsuer 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

: —gongtitute 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 Saction 4.04 hereof: '

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

(1i) The Issuer shall dext, on or befors

the dus 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 designated'

in the Bond {(or such other place as may be
provided pursuant ‘to the - Bond) the amount
required to pay the interest on the Bond, and to
amortize the principal of the Bond over the life
of the Bond issue. T

(111i) The Issuer shall also, on each date

that payment is made as set forth in (1i) above,
transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Reserve Fund,
1/12th of 1/10th of the amount, as of the date
of calculation, equal to the maximum amount of
prineipal and. interest which will become due om
the Bond in any year, but in no event to exceed
10Z- 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 the

- Reserve Fund, the Issuer shall monthly deposit .

into the Reserve Fund such part of the moneys

remaining 1im 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 maincain
the Minimum Reserve in the Reserve Fund. Moneys
in the Reserve Fund not required to be
transferred to the Earmings Fund pursuant to
Section 4.04 hereof shall be used solely to make
up any deficiency for monthly payments of - the
‘principal of and interest on the Bond to said
‘National Finance:  Office (or other place
provided) as the same shall become due or for
prepayment of installments on the Bond, or for

mandatory prepayment of the Bond as hereinafter

provided, and for no other purpose.

(iv) The Issuer shall next, on' each date
that payments are made as set forth In (11)
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 maintalm 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 maks up any deficiencies for
monthly payments of principal of and interest on
the Bond as the same become due, and next to
restorz to the Reserve Fund any sum or sums
transferred therefrom ‘other ‘than pursuant to
Saection 4.04- hereof. Thereafter, and provided
that payments into the Reserve Fund are current
and in accordance with the foregoing provisions,
moneys in the Depreciation Reserve, other than
any sum or sums required to be transferred to
the Earnings Fund, may be withdrawn by the
Issuer and used for extraordinary repairs and
for replacements of equipment and improvements
for the System, or any part thereof.

(v)  After all the foregoing provisions for
use of momeys 1in the Revenue Fund have been
fully complied with, moneys remaining therein -
and not required to be retained therein, if any
("Surplus Revenues"), may be used to, prepay
installments of the Bond or for any lawful
purpose.

Whenever the momeys in the Reserve Fund (other than
moneys required to be transferred to the Earnimgs Fund
pursuant to Section 4.04 hereof) shall be sufficient to
prepay the Bond im full, it shall be the mandatory duty of
the Igsuer, anything to the contrary herein
notwithstaanding, to prepay the Bond at the earliest
practichl date and 1in accordance with applicable
provisicas 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 Tequired for che
Raserve Fund and Depreciation Reserve will be deposited
therein by the Issuer upon transfers of funds from the
Revanue Fund at the times provided herein, together with
written advice stating the amount remitted for deposit
into each such fund. '

All the funds set forth in this Section, except with
respect to the Rebate Fund and Excess Investment Earnings
in the 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 orvrder provided herein, and untilil so



used, the Purchaser shall have a lien thereon (other than
such Excess. Investment Earnings 1in the Earnings Fund and
the Rebate Fund as aforesaid) for further securing payment
of the Bond and the interest thereon, but the Depository
Bank shall not be a trustee as to such funds or the Rebate
Fund. It is to be understood that all funds in the Rebate
Fund shall be held free and clear of any such lien or
trust and shall only be used for the purposes set forth in
this Bond Legislation notwithstanding anything else herein
to the contrary. ’

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

The Depository Bamk, at the direction of the
Issuer, shall keep the moneys in the Reserve Fund, -the
Depreciation Reserve, the Earnings Fund -and the Rebate
Fund 1invested and reainvested to the fullest extent
possible . in accordance with applicable law, and to Che
axtent practicable, in Qualified Investments having
maturities consonant with the required use thereof,
subject to the provisions of Sections 4,04 and” 5.11
hereof, except that moneys held in the Earnings Fund and
Rebate Fund shall only be 1invested i1im Government
Obligations. Iavestments 1in any fund or account under
this Boand Legislation shall, unless otherwlse provided .
herein or required by law, be valued at the lower of cost
or the chen curreat markest value, or at the redemption
price thereof .1f then redeemable at the option of the
holder, including value of accrued interest and glving
effect to the amortization of discoumt, or at par if such
{nvestment 1s held by the "consolidated fund" managed by
the West Virginia State Board of Investments. Any
investment shall be held in and at all times deemed a part
of the fund or account in which such moneys were
originally held, and interest accruing thereon and any
profit or loss realized from such investment shall be
credited or 'charged to the appropriate fund, except to the
extent otherwise provided in Saction 4,04 hereof.

(C) CHANGE OF DEPOSITORY BANK AND FISCAL AGENT. The
- Issuer may ‘designate another bank insured by FDIC as
Depository Bank and Fiscal Agent 1f the aforesaid bank
should ceasa for any reason to sarve OrU if che 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 complecrion

of the Project, in full compliance with the requirements
and conditions of the Purchaser.

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

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

- funds under the laws of the State. )

(@) REHITTAHCES. All remittances made by the Issuer
to the Depository Bank shall clearly identify .the fund or
account into which each amcunt 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 che .
United States. A. EARNINGS AND REBATE FUNDS. All interest
earnings and profits on amounts in all funds and accounts provided
for and/or established under this Bond Legislation, other than
(1) interest earnings and. profits on any funds referenced in
Subsection C(5) of this Section if such earnmings in any Bond Year
are less than $100,000, except for interest earnings and profits on
the Earnings Fund, which shall be retained thersin until applied as
herein set forth, (i1) interest earmings and profits on amouats in
funds and accounts which do not constitute Gross Proceeds, and
(1i1) 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 ILssuer or otherwise shall, upon
receipt, be paid to the Depository Bank for depesit 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 i{s nct 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.
Following the transfer referenced in the preceding sentence, the
Depository Bank shall transfer all amounts remaining in the Earnings
- Fund to be usgd 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 cthe amount so
transferred; provided that, if the Bond shall have been previously
paid in full, such amounts rTemaining on deposit in the Earnings Fund
shall be paid to the Issuer and used for any lawful purpose of the-
Lssuer.

B. DUTIES OF ISSUER 1IN GENERAL. The Issuer shall’
calculacte Excess Investment Earnings in accordance with Subsection C
and shall assure payment of an amount equal to Excess Investment
Earnings to the United States in accordance wich Subsections D and
E. :

C.. CALCULATION OF EXCESS INVESTMENT EARNINGS. Within
30 days following the last day of the first Bond Year, the Issuer
shall calculate, and shall provide written notice to the Purchaser
and Depository Bank of, the Excess Investment Earnings referenced in
claugse (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 ratirement of the Bond,
the Issuer shall calculate, and shall provide writtem notice to the
Purchaser and .Depository Bank of, the amount of Excess Investment
Earnings. Sald caleculations shall be made or caused to be made by
" the Issuer in accordance wich the following: '

{1) E=xcept as provided in (2), in determining the
amount described in clause A(1)}) of the dafinition _ of
Excess Investment Earnings, the aggregate amount earned on
Nonpurpose Lovestments shall 1nclude (1) all income
realized under federal income tax accounting principles
(whether or not the persom earning such Income is subject
to faderal income tax) with respect to such Nonpurpose
Investments and with respect to the reinvestment of
investment vreceipts from such Nonpurpose Investments
(without. regard to the transaction costs incurred in
acquiring, darrying, sellimg or redeeming such Nonpurpose
Investments), including, but not limited to, g2in 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 Code relating to taxable year of
inclusion of gross income), and income under Section 1272
of the Code (reslating to original issue discount) and
(i1) any unrealized gain or loss as of the date of
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retirement of the Bond in the event that any Nonpurpose
Investment is retained after such dats.

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

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

(4) In determining the awount described in
clause (B) of the definition of Excess Investment
Earnings, all income attributable to the excess described
in clause (A) of said definition must be taken into
account, whether or not that income exceeds the Yield of
the Bond, and nc 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 1s used - primarily to~ achileve a
proper matching of revenues and Debt Service within each .
Bond Year and which 1s depleted at least once a Yyear
except for a reasonable carryover amount not in excess of
the greater of 1l year's earnings on such fund or account
or 1/12th of annual Debt Service as well as amounts earned
on said earnings if the gross earnings on auch fund or
account for the Bond Year is less than $100,000.

D. PAYMENT TO THE UNITED STATES. The Issuer shall
direct the Depository Bank to pay from the Rebate Fund an amount
equal to Excess Investment Earnings to the United States Im
installments with the first payment to be made not -later than
.30 days after the end of the 5th Bond Year and with subsequent:
payments to be made not later than 5 years after ‘the preceding
payment was due. The Issuer shall assure that each such installment
is in an amount equal to at least 901 of the Excess Investment
Earnings with respect to tha Gross Proceeds as of the close of the
computation period. Mot later than 60 days after the retirement of

27Q



the Bond, the Issuer shall direct the Depository Bank to pay from
the Rebate Fund to the United States 100Z of the theretofore unpaid
Excess Investment Earnings 1o the Rebate. Fund., 1In the event that -
there are any amounts remaining in the Rebate Fund following the
payment rtequired 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 Ragulations as the
same may be in time to time in effect with such reports and
statements as may be prescribed by such Regulations. In the event
that, for any reascon, 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 assure that such payments are made by
‘the Issuer to the United States, on 2 timely basis, from any funds
lawfully available therefor.

E. FURTHER OBLIGATION OF 1ISSUER. The [Issuer shall
assure that Excess Investment Earunings are unot 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 om an
arm's length basis and that Nonpurpose Investments are acquired at
their fair market value. In the event that Noanpurpose Investments
cousist of certificates of deposit .or investment contracts,
investment 1in such Nonpurpose Investments shall be made in
accordance with the procedures described 1in 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 reasouable basis as the Issuer or the Depository Bank may deem
apprapriate. '

H. FURTHER AGREEMENT. Notwithstanding the foregoing,
the Issuer further covenants to comply with all Regulations from
time to time in effect and applicable to the Bond, as may be
necessary in order to fully comply with Sectiom 148(f) of the Code,
even 1if such actions may be contrary to any provisicm of this
Section 4.04. Additionally, in thes event of a failure to pay to the
United States any amount required under Section 148(f) of the Code,.
the Issuar will pay to the United States a penalty in an amount
equal to the sum of 507 of the amount not paid, plus Interest at the
requirad 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 unpaild, 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 sufficlent to prepay the
entire. principal of the Bond rtemaining unpaid, together with
interest accrued and to accrue thereon. to the date of pPTrepayment,
and as long after eilther of the foregoing as is necessary to assure
the exclusion of Iinterest on the Bond from gross income for federal
income tax purposes, the covenants and agreements contalined herein
shall be and comstitute valid and legally binding covenants between
the Issuer and the Purchaser.

Section 5.02, Rates. The Issuer will, in the wmammer
‘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 necéssary, as will always
provide Revenues 1in each Fiscal Year sufficient to produce Net
Revenues equal to not less than 110% of the annual debt gervice 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 Figcal
Year, and such rates, fees and other charges shall not be reduced so
as to be insufficient to provide adequata Revenues for such
purposag. -

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 congent will provide for dispositicn
of the proceeds of any such sale,

_ Section 5.04. Issuance of Additional Parity. Bonds or
Obligations. No additional parity bonds or obligations payable out
of the Ravenues of the System or any part thereof shall be issued
after the issuance of the Bond pursuant hereto except with the prior
“written consent of the Purchaser.

Section’ 5.05. Insurance and Bonds. The Issuer hereby
covenants and agrees that it will, as an expense of construction,
operation and maintenance of the System, procure, carry and
" maintain, so long as the Bond remains outstanding, insurance with a
reputable insurande carrier or carriers covering the following risks
and in tha following amounts:
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(a) Fire, Lightaning, Vandalism, Malicious
Mischief and Extended Coverage Insurance, to be
procured upon acceptance of any part of the
Project from the contractor, and Iimmediately
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 rthe System, the
Issuer will promptly arrange for the application
of the -insurance proceeds for the repalir or
reconstruction of such damaged or destroyed
portion. The Issuer will 4Litsgelf, or will
require each contractor and subcontractor to,
obtain and maintain builder's risk insurance to
protect cthe 1interests of the Issuer during
construction of the Project in the full
insurable value thereof.

. (b) Public Liability Insurance, with
1imits 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 inmjury .

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 cthe
operation of the System, such insurance to be
procured not later than the date of delivery of
the Bond. '

(¢) Vehicular Public Liability Insurance,

in the event the Igsuer owns or operates any’

vehicle 1o tha 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
¥illed 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 dasmage to property of others
vhich miy arise from such operation of vehicles,
such insurance to be procured- prier o
acquisition or commencement of operation of any
- such vehicle for the Issuer.

(d) Vorkers' Compensation Coverage for all

Employees of the District Eligible Therzfor and

Performance and Payment Bonds, such bonds to be
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in the amounts of 100Z of the construction
contract, will be required of each prime
contractor, and such payment bonds will be filed
with the Clerk of the County Commission of said
County prior to commencement of construction of
the Project in compliance with West Virginia
Code  Section 38-2-39, Workers" compensation
insurance will be wmaintained 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
custoedy of the Revenue Fund or of any revenues
or other funds of the Issuer .in an amount at
least 2qual to the total funds in the custody of
any such person at any one time, and initially
in the amount of $50,000 upon the Secretary,
provided, however, that no bond shall be
required insofar as custody of the Project
Construction Account 1s concerned so long as
checks thereon require the signature of a
representative of the Purchaser.

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

Section 5.06, Fiscal Year; Budget. While the Bond is
outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operated and maintained on a Fiscal Year basis
commencing on July 1 of each year and ending on the following
June 30, which period shall also constitute the budget year for the
operation and maintenance of the System.
prior to the beginning of each Fiscal Year,
adopt the Annual Budget for the ensuing year, and no expenditures
for operation and maintesnance 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.

el

Not later than 30 days
the Issuer agrees to
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Copies of each Annual Budget shall be deliversd to the Purchaser by
- the beginning of each Fiscal Year.

1f for any reason the lssuer ghall not have adopted cthe
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 furcher,
that adoption of a Budget of Current Expenses shall not constitute
compliance with cthe 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. ‘ o

Section 5.07. Covenant - to Proceed and Complate. The
Issuer hereby covenants to proceed as promptly as possible with the
acquisicion and construction of the Project to completion thereof in
accordance with the plans and specifications prepared by the
Consulting Engineer and on file wicth the Goveruming Body om the date
of adopticu hereof, subject to permitted changes.

Section 5.08. Books and Records; Audits. The Issuer will
keep books and records of cthe 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 tramsactions
relating to the System, -and the Purchaser ghall 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 omce a year, cause said books
records and accounts of the Syatem to be properly audited by an
independent competent firm of certified public accountants and shall
mail a copy of such audit report to the Purchaser. The Issuer
further covenants to comply with the Act with respect To such books,
records and accounts.

Section 5.09. Maintenance of  System. The  Issuer
covenantas cthat it will continuously operate, in an economlcal and
efficient manner, and maintain the System as a revenue-producing
utility as herein provided so long as the Bond is outstanding.

Section 5.10. No Competition. To the extent legally
allowable, the ILssuer will not permit competition with the System
within its boundaries or within the territory served by it and will
not grant or cduse, comsent to oOr allow the granting of any
franchige, permit or other authorization for any person, f{irm,
corporation, public or private body, agency OF instrumentality
whatsoever to provide any of the services supplied by the System




.within the boundaries of the Issuer oz 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 calse 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 (i) not in excess of 10T of the Net Proceeds of the Bond
are used for Private Business Use if, in addition, the payment of
more than 10X of the principal or 10X of the interest due on the
Bond during the term thereof i3, under the terms of the Bond or amy
underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for a Private Business Usge
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 borrowved money used or
to be used for a Private Business Use; and (i1) and thac, 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 intarest 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 18 to be derived from payments, whether or not co
the Issuer, in respect of property or borrowed money used or to be
used for said Private Business Use, then sald excesas over sald 5T 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 1f the Boud is for the purpose of financing more
than one project, a portion of the Project, and shall not exceed the
proceeds used for the governmental use of the portion of the Project
to which such Private Business Use is related. All of the foregoing
shall be determined in accordance with the Code.

B. PRIVATE LOAN LIMITATION. The Issuer 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 maks or
finance a loan (other than 1loans constituting Nonpurpose
Investments) to persons other than states or local govermment units.

C. TFEDERAL GUARANTEE PROHIBITION. The Issuer shall not
take any action or permit or suffer amy action to be taken if the



result of the same would be to cause the Bond to be "federally
guaranteed” within the meaning of -Section 149(b) of the Code and
Regulations promulgated 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 |under
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 Boand will be
and remain excluded from gross income for- federal 1income tax
purposes, and will not take any actions or fall 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 upon
the System .is granted and created by the Act, which statutory
mortgage lien 1s hereby recognized and declared to be valid and
binding and shall take effect immediately upon the delivery of the
. Bond.

Section 5.14. 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;

(B) Fallure 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 amy provision of any
pertinent law.

Saction 5.15. Enforcemeat. Upon the happening of any
Event of Default specifisd above, then, and in every guch case, the
Purchagser may proceed to protect and enforce irs rights by an
appropriata 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 exarcise 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 suthorization to increase
rates and charges of the System, and shall have tha power to collect
and receive all revenues and apply the same in such manner as the
court may direcct.

Section 5.16. Compensation of Members of Governing Bedy.-
The Issuer hereby covenants and agrees that no compensation for
policy direction shall be paid to the members of the Goverming Body
in excess of the amount permitted by K6 the Act. Payment of any
compensation to any such member for policy direction shall not be
made 1f such payment would cause the Netr Revenues to fall below the:
amount required to meet all payments provided for herein, nor when
there 1is default 1n the performance of or compliance with any
covenant or provision hereof.
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ARTICLE VI

RATES, ETIC.

Section 6.0l. Initial  Schedule - of Rates and Charges;
Rules. A. “The initial schedule of ractes and charges for che
services and facilities of the System, subject to change counsonant
with the provisions hereof, shall be as set forth in the Final Order
of the Public Service Commission of West Virginia.

B. There shall not be any discrimina:ion‘or differencial
in rates between customers in similar circumstances.

4 c. The Issuer may require any applicant for any service
by the System to depasit 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
a2 sewer bill owed by such customer for the same premises,

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

F. The Issuer will not render or cause TO be rendared
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
feeg, rates and charges applicable to other customers rzcelving like
services undar similar circumstances shall be charged, such charges
shall be pald a3 they acerue, 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

MISCELLANECUS

Section 7.0l. Defeasance of Bond. If the Issuer shall
pay or cause_to be paid, or there shall otherwise be paild, to the
Bolder of the Bond, the principal of and interest due or to bacome
due thereon, at the times and in the manner stipulated therein and
in this Bond Legislation, then with respect to the Bond, the pladge
of Net Revenues and other moneys and securities pledgad under this
Bond Legislation and all covenants, agreements and other obligations
of the Issuer to the Registered Owner of the Bond, except as may
otherwise be necessary to assure the exclusion of interest on the:
Bond from gross income for federal income tax purposes, shall
thereupon cease, terminate and become void and be discharged and
satisfied. S

Section 7.02. Modification or Amendment. The . Bond
Legislat{on may not be modified or amended after final passage
without the prior written consent of the Purchaser, except that no
consent from the Purchaser shall be required to make such additioms, .
deletions or modificatioms as may be necessary to assure compliance
with Section 148(f) of the Code relating to required rebate of
Excess Investment Earnings to the United States or oCherwise as may
be necessary to assure the exemption from federal income taxation of
interast on the Bond. '

Section 7.03. Delivery of Bond No., R-1. The Chairmam,
Treasurer 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 agreement, to be delivered to the Purchaser as
soon as the Purchaser will accept such delivery.

_ Section 7.04. Severability of Invalid Provisioms. - 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 whatsoaver be held ianvalid,
then such covenants, agreements or provisions shall be null and void
and shall be deemed severable from the remaining covenants,
agreements or provialons hereof, and shall 1in 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 wich the
provisions hereof are, to the extent of such conflict, hereby
repealed; provided that this Section shall mot be applicable to the
Loan Resolution (Form FmHA 442-47).
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Section 7.06. Table of Contents and Headings. The Table
of Contents and headings of the articles, sectioms and subsections
hereof are for convenilence only and shall neither comtrol nor affect

in any way the meaning or comstruction of any of the provisions

hereof.

Section 7.07. Covenant of Due Procedure, Etc.. The Issuer
covenants that all acts, conditions, things and procedures required
to exist, to happen, to be performed or to be taken precedent to and
in the adoption of this Resolution do exist, have happened, have
been performed and have bean taken in regular and due time, form and
manner as required by and in full compliance with the laws and
Constitution of the State applicable thereto; and that the Chairman,
Secretary and members of the Governing Body were at all times when
any actions in comnection with this Resolution occurred and are duly
in office and duly,qualified_for such office.

Section 7.08.. Effective Date, This Reéolution shall take
affect immediately upon 1its adoption.

Adopted: October 19, 1988

Chairman

- \\72%4792225au; ,jgizg?ﬁtféﬂf

£ Lumncd S.. D0 Loy

Member

] Member
10/18/88
HARDZ2-A
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HARDY COUNTY_ PUBLIC SERVICE DISTRICT

AMENDATORY RESOLUTION

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

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION QF PUBLIC SERVICE PROPERTIES OF HARDY
COUNTY PUBLIC SERVICE DISTRICT CONSTITUTING
WATERWORKS FACILITIES AND THE FINANCING OF THE.
COST, NOT OTHERWISE PROVIDED, THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN $300,000
"IN AGGREGATE PRINCIPAL AMQOUNT 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 O‘L'HER
PROVISIONS RELATING THERETO :

TO MAXE CERTAIN ADDITIONS, DELETIONS AND HODIFICATIONS
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 1988, OF HARDY COUNTY
PUBLIG SERVICE DISTRICT AND CERTAIN OTHER MATTERS 1IN CONNECTION
THEREUITH

. WHEREAS, the public service board (the "Governing Body”) of
HARDY COUNTY PUBLIC SERVICE DISTRICT (the “Issuer™) duly and
officially adoptad a resolucion effeccive October 19, 1983 (the *Bond
Resolucion”), encitled: :

RESOLUTION AUTHORIZING THE ACQUISITION AND
-CONSTRUCTION OF PUBLIC SERVICE PROPERTIES OF HARDY-
COUNTY FPUBLIC SERVICE DISTRICT CONSTITUTING
WATERWORKS FACILITIES AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREQOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN $300,000
IN AGGREGCATE PRINCIPAL AMOUNT OF WATER REVENUE
BCOND, SERIES 1983; DEFINING AND PRESCRIBING THE
TERMS AND PROVISIONS OF THE BOND; PROVIDING
GENERALLY FOR THE RIGHTS AND REMEDIES AND SECURITY
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OF THE HOLDERS OF THE BOND; AND ADOPTING OTHER
PROVISIONS RELATING THERETC

WHEREAS, the Bond Resolucion provides for the {ssuance of
the Water Revenue Bond, Serles 1988, of the Issuer (the “Bond"), in
an aggregate principal amount of not to exceed $300,000, all {in
accordance wich West Virginla Code, Chaptar 16, Article 114 (the
"Act”); and In che Bond Resolutilon, it 1s provided that the Bond
Resolution would be modiffed and/or amended to maka such additions,
" delecions or modifications as may be necessary to assure compugma
wich Section l48(f) of the Internal Revenue Coda of 1986, as amended
(cthe "Code”), relating to the required rebate of excess investment
earnings to the United States or otherwise as nmay be necegsary to
assure the exemption from federal income taxation of Iinterest on the
Bond, which amendments and/or modifications arsa authorized without the
consent of the United States Department of Agriculturs, Farmers Home
Adminlstration (the "Purchasar*);

WHEREAS, the Bond 1s proposed to be purchased by the
Purchaser, and certain changes in the Code have been enacted and
"certaln changes In the regulacions under the Code are contemplated or
have been promulgated, all of which apply, in whole or part, to the
Bond;

_ WHEREAS, the Governing Body deems it essgential, necessary
and desirable that this amendatory resolution (the “Amendatory
Resolution”) be adopted and the Bond Resolution be amended and
modified hereby, and that certain deletions be made thetrefrom, to
assure compliance with Section 148(f) of the Code relating to requirad
rebata of excess investment earnings to the United Sates and to assure
tha exemption from federal income taxation of incerest on the Bond;

' NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
HARDY COUNTY FUBLIC SERVICE DISTRICT: ' '

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

Section 2. The definitions of the terms “Gross
Proceeds,” "Investment Property” and "Regulations” im Section 1.04 of
. the Bond Resoluti{on are hersby amendad to read as follows, with the

. deleted language struck out and the new language underlined:

2.



'Cross Proceéds,' éggegt as___otherwisa
provided in rhe Regulaciony, means the sum of tha
following amounts:

(1) Original proceeds, namely, net amounts
received by or for the Issuer as a resulc of the
sale of cthe Bond, excluding eriginal proceeds
which become transferred proceeds (determined in
accordance wich applicable Regulatcions) of
obligacions issued to refund in whole or in part
the Bond;

(11) Investment proceeads, namely, amounts
‘received at any time by or for the .Issuer, such
as interest and dividends, resulcing from the
investment of any original proceeds (as refaranced
in clause (i) above) or investment procesds (as
referenced in this clausas (11)) 1in Nonpurpose
Investments, increased by any profits and
decreased (if necessary, below zero) by any losses
on such {nvestments, excluding investment proceeds
which become transferred proceeds (determined in
accordance = with applicable Regulacions) of
obligations f{ssued to refund in whole or in patt
the Bond;

(1i1) Transferred proceads, namely, original
proceeds of any prior obligations, and interest
earnings and profits lass lossas resulting from
investment of such original proceeds in Nonpurpose
Investments, which are deemad to become proceeds
of the Bond ratably as original proceeds of the
Bond, and intarest sarnings and profits resulting
from investment of such original proceeds in
Nonpurpose Investments, discharge the outstanding
principal of such prior obligations, all on the
date of such ratable discharga; N

(iv) Sinking fund proceeds of the Boud,
namely, amounts, other than original proceeds,
fnvestment procesds or transferred proceads (as
referenced in clauses (i) through (1i{i) above) of
the Bond, which are held in any fund to tha extent
that the Issuer reasonably expects to use such
ether fund to pay Debt Service on the Bond;



(v) Amounts in che Reserve Fund and in any
other fund established as a. reasonably required

resarve or replacement fund, with respect to the

Bond;

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

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

(viil} Amouncs received as a result of
investing amounts described in this dafinicion_

and
(ix) uch other amou de: ated a >}
ceeds unde Code and/o - 0 d
set forth hereinhefore £ de -] Gro
Proceeds. :

"Investment Propertj' means any securlcy (as
sald cerm 1s defined in Section 165(g)(2)(A) or
(B) of the Code), obligacion, annuity contract e,

' investment-type property 9L _residential rental"

proverty for family upits which is not located

w u dic e Tasu and whic
acqu ) a a cou orderad

approv ou degagre 9 an, excluding,

" however, - obligations the intarsst on which is
- axcluded from gross income, under Section 103 of
the Coda, for federal income tax purposes other
than specified privacta activity bonds as defined
in Saccion 57(a)(5)(C) of tha Code.

"Ragulacions” means temporary and permansnt
regulations promulgated under the Code, _applicable
e Bo m_cime .

Section 3. The twalfth paragraphs of cthe Bond and the
Bond form set forth in the Bond Resolution ars hereby amended to read
as follows, with the new language underlined:

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

4,



others, Chapter 16, Article 13A, of the
West Virginia Code (herein-called the "Acc”), and
with a resolution of the Issuer duly adoptad
authorizing issuance of this Bond and a resolution

amendatory thereof ~ (collectively. the “Bond
;agislation”). ’

Section 4.  The first sentence of Section 4.02 of the
Bond Resolution is hereby amended to read as follows, with the new
language underlined:

The proceeds of the sale of the Bond shall
be daposited in the Project Construction Account.

_ Section 3. Subsections A, B, C and D of Section &4.04 df
the Bond Resolution are hereby amended to read as follows, with the
deleted language struck out and the new languags underlined:

A. EARNINGS AND REBATE FUNDS. All interest
earnings and profits on amounts in all funds and
accounts provided for and/or established under
this Bond Legislation, othar than (1) interest

earnings and profits on any funds raferenced in
Subsaction C(5) of this Section if such earnings
in any Bond Year are less than $100,000, providad

th e d or vata a

clud a "qu ad 501 ond”®
d ed und C 45 o ‘Cod :
i e usa g

{determined ~ {n __ accordance wigh _Section
187(0) (21 (A) of the Code) {3 at least 5 vears and

Earminge—TPund—virtehr—shalli—be—rerained—therein
aontil-appiicd-asfreretn—ser——foreh, (1i) intarest
earnings and profits on amounts {n funds and
accounts which do not constituta Cross Proceeds,
and (11{) Incerest earnings and profits on the
Rebats Fund, _and (iv) inteyvest earnmings and
profits on amounts in funds and accounts otherwisa
excepted undey the Regulations shall, upon raceipt

- the Depository Bank, be deposicad in the Earnings
Fund. In addition, all intaresc earnings and

5.
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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, em—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 i{s not a business day,
the Depository Bank shall transfer from the
Earnings Fund to the Rebata Fund for purposes of
ultimacte payment to the United States an amount
equal to Excess Investment Earnings, all as more
particularly described in chis  Section.
Following the —ctransfer referanced in the
. preceding sentence, che 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 che Bond
shall have been previously paid inm full, such
amounts remaining on deposit in the Earnings Fund

shall be paid to the Issuer and used for any
lawful purpose of the Issuar.

B. DUTIES OF ISSUER IN GENERAL. The Issuer
shall calculate Excess Investment Earnings 1in
accordance with Subsection € and shall assure
- payment of an.amount.equal to Excess Investment
Earnings to the United States in accordarice with
‘Subsections D and E.

- C. CALCULATION OF EXCESS  INVESTMENT
EARNINGS. Within 30 days following cthe last day

of tha first Bond Year, or such earlier dare as
may be requirsd under the Reazulatiopg, the Issuer

shall calculata, and shall provide written notice
to the Purchaser and Deposicory Bank of, the
Excass Investment Earnings refarenced in clauss
(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 data of the retiremenc of the Bond,
or such earlier dates as may be required under the
Regulations, the Issuer shall calculace, and shall
provide written notice to the Purchaser and
Depository Bank of, tha amount of Excess
Investment Earnings. Said calculacions shall be

6.
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made or caused to be made by rthe Issuer in

accordance with the following, orp {n accotrdance
with such other requirements as mavy be applicable
under cha Regulations:

. {l1) Except as provided i{n (2), In
.determining the amount described 1in
clause A(l) of the definition of Excess
Investment Earnings, - che aggregace
amount earned on Nonpurposa Investments
shall include (i) all income rezlized
under federal income tax accounting
principles (whether or not the person
earning such income i3 subject to
federal income  tax) wich respect to
such Nonpurpose Investments and with
respect to tha reinvestmenc of
investment recaipts from such
Nonpurpose Investments (without regard
to the transaction costs incurred in
acquiring, carrying, selling or
redeeming such Nonpurpose Investments),
{ncluding, but not limited to, gain or
loss realized on the disposition of
such Nonpurposa Investments (without
ragard to when such gains are taken
into account under Section 453 of the
Coda relating to taxable 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 data of retirement of
the Bond in the event that any
Nonpurposs Investment is retained afcer
such datas,

(2) In determining the amount
dascribed 1In clauss (A) of the
definition of Excess Investnent
Earnings, Investment Property shall be
created as acquired for its falr markat
valua at cha time it becomes a
Nonpurpose Investment, so that gain or
losa on tha dispesicion of such
Investment Property shall be computed
with reference te such fair market
value as lts adjustad basis.

7.



(3) In determining che amount
described in clause (A)(ii) of rche
definition of. Exceas Investment
Earnings, the Yield on the Bond shall
be determined based on the actual Yield
of the Bond during.the period between
the Closing Date of the Bond and the
date the computation 1s made (wich
adjustments for original issua discount
or premium).

‘ (4) In determining the amounc
described 1in clause (B) of the
definition of  Excess Investment
Earnings, all income attriburable to
the excess dascribed in clause (A) of
said definition must -be caken into
account, whethar or not that income
aexceeds the Yield of the Bond, and no
amount may be treated as ~“negatcive
arbitrage.” '

(5) In detarmining the amount of
Excess Investment Earnings, thera shall
be excluded any amount earned on any
fund or account which is used primarily
to achieve a proper matching of
revenues and Debt Servics within each
Bond Year and which is deplered at
least once a year except £for a
reasonable carryover amount not in
axcass of the greater of 1 year's
aarnings on such fund or account or
1/12ch of annual Debt Service (which

d OLE und o

account, although net a separate and
distinct fund or accoupnt) as well as

 amounts earned on said earnings Lf the
"gross earnings on such fund or account
for the Bond Year s less than
$100,000, provided that, {f the Bond {g
nof a private activity bond (ingluding.

" qua d ] ] ond” a

d d unde o [ ad

the averags matu of & ue o

the Bond gdgte;mined {n accordance with
Secrion 147(BY{2V{A} of the Coda) {is at

8.



lzast 5 years and {f the rate: of

CeresC on the {issue of ¢ “doa
noC vary during the term of the f{ssu ue,
then all amounts egrmed on _gsuch fund or
a Unt as we a ou e

afd  ea n sh a g uded

determining the amount of _Excess

Igvescment gamj nga.

D. PAYMENT TO THE UNITED STATES. The
Issuer shall direct the Depository Bank to pay
from the Rebate Fund an amount equal to Excess
Investment Earnings to the United States in
installments with che first payment to be made not
lacer than 30 days after the end of the Sth Bond
Year and with subsequent payments to be made not
lacer than 5 years afcer the praceding payment was
due, exgept to the excent othe u und
the Regulations. The Issguer- shall assure that
each such installment is in an amount -equal to at
least 90% of the Excess Investment Earnings with
respect to the Gross Proceads as of the close of

the computation period or other perioed required
undex cthe Regulationg. Not lacer than 60 days

after the retirement of the Bond, the Issuer shall
direct the Depository Bank to pay from the Rabate
Fund to the United States 100% of the theretofore
unpald Excess Investment Earnings in the Rebate
Fund. In the event that there are any_amounts
renaining 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 purpose of the Issuer. The
Issuer shall remit payments to the Unitced Staceas
at the address prescribed by the Regulations as
the same may be {in time to time in effacc with
such reports and statements as may be prescribed
by such Regulations. In tha event thac, for any
reason, amounts {n the Rebate Fund are
 insufficient to maka the payments to the Uniced
.States which are raquired by this Subsection D,
the Issuer shall assurs chat such payments are
made by the Issuer to the Unitad States, on a
timely basis, from any funds lawfully available
therefor. '




. Section 6. The Issuer - acknowladges that regulationg
. under Section 143(f) of rhe Code have baen or will be ‘Promulgaced
which have or may have an effectiva data which pracedes the dare of
adoption of the Bond Resolution and/or the data of i{ssue of the Bond
and which are, therefore, applicable to the Bond. Such regulationg
may alter cthe requirements necessary for compliance with Secrion
148(f) of the Code and the requirements of the Bond Resolution
relacing cherato. ~Accordingly, as provided in thae Bond Resolution,
the Issuer hereby and by the Bond Resolution covenanrs and agrees to
take all accions that may be required co comply with Section 148(£)
of che Code and any temporary, proposed or final regulaciong
thereunder as may be applicable to the Bond from time to time and thae
it will not take any actions or fail to caks any actions the resule

of which would cause a violation of the foregoing Section of the Coda
and such regulations, even if such actions may bae contrary to any
express provision or provisions of the Bond Resolucion.

Seccion 7. The schedule of ratas and chargas for the
services and facilities of the Syscem, as definad In the Bond
Resolution, subject to change consomant with thae provisions of the
Bond Resolution and of this Amendatory Resolution, shall ba as sat
forth in the Final Order of thae Public Service Commission of Wasc
Virginia, encered on October 26, 1988, Case No. 88-205-W-CN, which
order is incorporated herein by referencs a3 a part heraof,

Section 8. The Chairman, Secrstary and other officers
or members of the Governing Body are hereby auchorized and directed
Co execute and deliver such other dacunants,-agreanentq, instcruments
and certificates required or desirabla in cennection with the Bond
hereby and by cthe Bond Resolution approved and provided for, to the
end that tha Bond may be daliverad on or about March 15, 1989, co the
Purchaser. ‘ ‘

Section 9. It is hereby found and determined that this
Amendatory Rasolution is necessary to assura compllanca with Section
148(f) of the Code relating to required rasbats of excass Investment
earnings to the United States and tc assure the examption from faderal
income taxation of interest on the Bond and, therefore, does not
require the consent of tha Purchaser.

_ 8.  The financing of the Project by tha Bond {s
In the public incerest, serves a public purpose of the Issuar and will
promote the health, walfare and safaty of tha residents of the Issuer.

0. -



Section 11. If any provision of this Amendatory
Resolucion shall be held invalid, such {nvalidity shall not affect
the remaining provisions of this Amendatory Resolutiom. ‘

Section 12. This Amendatory Resolution shall be affective
immediately following adopt{on hereof, Ij agendatory of the Bond
Resolution, and {in consideration of the acceptance of the Bond by the
Purchaser and those others who shall be the reégiscered owners of the
Bond from time to tima shall be deemed ro be and shall constiture part
of the contract between the Issuer and such Purchaser and othaersg who
shall be the registered ownars of the Bond froam Cime to time,

Segtion 13. - Except  as expressly amended, modified or
altered hereby, the Bond Resolution shall continue and remain in full
force and effect as adopted and the Bond Rasolution, to ths extent nor
amended, modified or alctered by this Amendatory Resolution, and gll
actions herstofore taken pursuant to the Bond Rasolucion, ‘are heraby
ratified, approved and confirmed. :

Adopted this 15th day of March, 1989.

HARDY COUNTY PUBLIC SERVICE DISTRICT

\W@mfﬂ //.{4:/%

Chairman /7
Clumad 5 vmm?

Member
03713739

HARDL.SS
37808 /88001

I1.
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HARDY COUNTY PUBLIC SERVICE DISTRIC 'I‘

' 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
ACQUISITIOR AND CORSTRUCTION OF CERTAIN PUBLIC
SERVICE PROPERTIES CONSISTING QF IMPROVEMENTS AND
AN EXTENSION TO THE EXISTING WATERWORKS SYSTEM
AND ALL APPURTENANT FACILITIES IN THE DISTRICT;
DEFINING AND PRESCRIBING THE TERMS AND PROVISIORS
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 .

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

ARTICLE T

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority foxr 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 now has a public waterworks system and
desires to finance and acquire, comstruct, 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, safaty, advantage and convenience of the
_inhabitants of the Issuer, and, accordingly, it is hereby ordered,
that there be acquired and constructed certain improvements to and an



- extension of the existing waterworks facilities of the Issuer,
consisting of an extension of water lines to 11 customers of the
District at the Forest Glen Subdivision and all necessary appurtenant
facilities (the "Project”), particularly described in and according
to the plans and specifications preparad by the Consulting Engineer
and heretofore filed in the office of the Secretary of the Public
Service Board (the "Governing Body”) of the Issuer. The Issuer will
continue to purchase water from the Town of Moorefield pursuant to a
water purchase contract between the Issuer and said Town. The
_existing waterworks facilities of the Issuver, 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 ars
public purposes of the Issuer and are ordered for the purpose of
meeting and serving public convenience and necessity.

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

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

E. It is necessary for the Issuer to 1lssue 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 hereipafter
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 thereln; 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 mnot
gufficient 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 hereby; provided that, reimbursement to the Issuer for any
amounts expended by it for the repayment of indebtedness incurred fq;
Costs of the Project by the Issuer shall be deémed Costs of the
Project.

F.. The period of usefulness of the Systea after completion
of the Project is not less than 40 years.
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G. There is an outstanding 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, Series 19388,
dated March 15, 1989 .(the "1988 Bond"”), issued in the original
aggregate principal amount of $300,000 and held by .the Purchaser.
‘There are no other outstanding bonds or obligations of the Issuer
which will rank prior to or on a parity with the Bond as to lien,
pledge and/or source of and security for payment.

.~ The Issuer is not in default under the terms of the
1988 Bond, the 1988 Resolution (hereinafter defined) or any document
in cormnection 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 iz 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 "lLettar of Conditions”).

‘ I. The Issuer has complied with all requirements of law
relating to the authorization of the acquisition and constructien of
the Project, the operation of the System, including, without
limitation, 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 other applicable provisions of law,
of the issuance of the Bond, the acquisition and comstruction of the
Project and the imposition of rates and charges by the Public Service
Commission of West Virginia by final order, the time for rehearing and
appeal of which have expired or shall have been duly waived or
otherwise provided for. '

Section 1,03. Bond legislation Constitutes Contract. In
consideration of the acceptance of the Bond by those who shall be the

registered owner of the same from time to time, this Resolution (the
"Bond Legislation”) shall be deemed to be and shall constitute a
contract between the Issuer and such Bondholder, and the covenants and
agreements set forth herein to be performed by the Issuer shall be for
the benefit, protection and security of the registered owner of the
Bond. :

Sectidn-l,oh. Definitions. The following terms gshall have
the following meanings herein unless the text otherwise gxpress}y
requires: '



"Act™ means Cha?ter 16, Article 13A of the West Virginia
Code of 1931, as amended.

. ""Bond® means the Water Revenue Bond, Series 1990, authorized
‘hereby. ' . . _
»1988 Bond" means the outstanding Water Revenue .  Bond,,
Series 1988, of Issuer described in Section 1.02G hersof. '

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

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

"Consulting - Engineer” means Stultz & Assoctates, 1Inc.,
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 System.

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

»Facilities” or “watervworks 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, furmiture,
fixtures or equipment therefor, hereafter at any time constructed or
acquired. ‘

*FDIC" means the Federal Deposit Insurance Corporation.

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

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

- »Government Obligationms” 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” means the Letter of Conditions of
the Purchaser dated December 13, 1989, and all amendments thereto, ‘if
any. ‘ '

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

"Operating Expenses” means the current expenses, paid. or
accrued, of operation and maintenance of the System "and 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 Systam,
the accumulation of appropriate reserves for charges not annually
recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally
and regularly included under recognized accounting principles. and"
retention of a sum not to exceed 1/6th of the budgeted Operating
Expenses stated above for the current year as working capital, and
language herein requiring payment of Operating Expenses means also
retention of not to exceed such sum as working capital, provided that
all monthly amortization payments upon the 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. ' ' ' :

i "Purchaser” or "Goverrment” means United States Department
of Agriculture, TFarmers Home Administration, and any successor
theraof.. ' : B

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

(a) Govermment Obligations;

(b) Goverrment 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 agencles: Banks - for Cooperatives;
Federal Intermediate Credit Banks; Federal Home
. Loan Bank System;  Export-Import Bank of the
United States; Federal Land Banks; Government
National Mortgage Association; Ternnessee 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 amnd 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, toc the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and
Loan Insurance Corporation, shall be secured by
a pledge of Govermment Obligations, provided,
that said Govermment Obligations pledged either
must mature as nearly as practicable coincident
with the maturity of sald 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
wvhose 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 mnational
banking associations which are members of FDIC eor
with govermment 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 sald repurchase agreements or
must be replaced or increased so that the markast
value thereof is always at least equal to the
principal amount of said repurchase agreements,
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and provided further that the holder of such
repurchase agreement shall have. a prior perfected
security interest In the collateral therefor,
must have (or its agent must have) possession of
such collateral, and such collateral must be free
of all claims by third parties;

(h) The 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" by Moody’s Investors Service or
Standard & Poor'’s Corporation. '

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

"Registrar” means the Issuer, which shall usually sc act by
its Setretary. '

»Resolutions” means, collectively, the 1988 Resolution and
the Bond Legislation. ‘ '

1988 Resolution' means the resolution of the Issuer adopted
October 19, 1988, authorizing the 1988 Bond, as amended by the
amendatory resolutlon of the Issuer adopted March 15, 1989.

"Ravenues” or "Gross Revenues” means all rates, Tents, fees,
charges or other income received by the Issuer, or accrued to the
Issuer, or any department, board, agency or fnstrumentality 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 Secratary of'the Governing 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 vaterworks system; and shall also include any and
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all additions, extensiohs, improvementi, properties or 6ther
facilities at any time acquired or constructed for the watervorks
system of the Issuer.

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

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



ARTICLE 11
AUTHORIZATION OF ACQUISITION AND
CONSTRUCIIDNVGF THE PROJECT

Section 2.01. Authorjzationof Acquisition and Construction
of the Project. There is hereby authorized the acquisition and
construction of the Project, at an estimated cost of §$100,000, in
accordance with the plans and specifications which have been prepared
by the Consulting Engineers, heretofore filed in the office.of the
Governing Body. The proceeds of the Bond hereby authorized shall be
applied as provided in Article IV hereof.



CARTICLE 117

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, Series 1990,” is hereby authorized
to be issued in the aggregate principal amount of not exceeding
$50,000 for the purpose of financing a portion of the cost of the
acquisition and construction of the Projecr.

Section 3,02. Description of Bond. The Bond shall be
1ssued in single form, numbered R-1, only as a fully registered Bond,
and shall be dated the date of delivery thereof. The Bond shall bear
interest from the date of delivery, payable monthly at the rate of 5%
per armum, 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. Negotjability, Registration, Trapsfer and
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 WVest Virginia, but the Bond, and the right to
prineipal of and stated interest on the Bond, may only be transferred
by transfer of the registration thereof upon the bocks 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 Bond for cancellation, accompanied by dalivery
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 this Bond Legislation. -

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

. e o 4. Raglstrar. The Issuer shall be the Registrar
and will keep, or cause to be kept by 1ts agent, at its office,
sufficient books for the registration and transfer of the Bond, and,
upon presentation for such purpose, the Registrar shall, under such
_reasonable regulations as 1t may prescribe, register the Bond
initially issued pursuant hereto and register the transfer, or cause
to be registered by its agent, on such books, the transfer of the Bond
as hereinbefore provided.

The Registrar shall accept the Bond for registration or-
transfer only i{f ownership thereof is to be registered in the name of
the Government, an Individual (including Jjeoint owmership), a
corporation,; a partnership or a trust, and only upon receipt of the
social security number of each 1individual, the federal employer
. 1dentification number of each corporation or partnership or the socilal
security numbers of the settlor and beneficiaries of each trust and
the federal employer ldentification 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.

Section 3.035 Execution of Bend. The Bond " shall be
executed in the name of the Issuer by the Chairman and its corporate
seal shall be affixad thereto and attested by the Sscretary. 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
fssued as if the person who signed-or sealed such Bond had not ceased

to hold such office. Any Bond may be signed and sealed on behalf of
~ the Issuer by such person as at the actual time of the execution of
such Bond shall hold the proper office in the Issuer, although at the
date of such Bond such person may not have held such office or may not
have been so authorized. : :

Section 3.06. pBonds Mutilated, Destroyed, §tolen 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 lest, 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
complying with such other reasonable regulations and conditions as the
Issuer may require. The Bond so surrendered shall be cancelad and
held for the account of the Issuer. If the Bond shall have matured
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or be about to mature, instzad 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. 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 Raverues derived from the System on a parity
with the 1988 Bond in addition to the statutory mortgage liem on the
System hereinafter provided for as to the Bonds. The Net Revenues
derived from the System in an amount sufficient to pay the principal
of and interest on the Bond, and to make the payments as hareinafter
provided, are hereby irrevocably pledged to the payment of the
_principal of and interest on the Bond as the same become due a11 on -
a parity with the 1988 Bond.

Section 3.08. [Form -of Bond. Subject te the provisions
- hereof, the text of the Bond and the other details theraof shall be
of substantially the following tenor, with such omissions, insertions
and varlations as may be authorized or permitted hereby or by any
resolution adopted after the date of adoption hereof and prior te the
issuance therecof:
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(Form of Bond)

WATER REVENUE BOND, SERIES 1990

. co 11C SERVICE DIS

$50,000
No. R-1 ~ A : Date:

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 Administrationm,
United States Department of Agriculture (the “Government”), or its
registered assigns, at its National Finance Office, St. Llouis,
Missouri, 63103, or at such other place as the Government may
hereafter designate in writing, the principal sum of FIFTY THOUSAND
DOLLARS ($50,000), plus Interest on the unpaid principal balance at
the rate of 5% per annum. The said principal and interest shall be
paid in the following installments on the following dates: Monthly
installments of interest only, commencing 30 days following delivery
of the Bond and continuing on the corresponding day of each month for
the first 24 months after the date hereof, and §246, covering
principal and interest, thereafter on said corresponding day of each
month, except that the fimal installment shall be paid at the end of
40 years from the date of this Bond, in the sum of the wunpaid
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 gschedule
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 intarest computed to the effective date
of the payment and then to principal. ' )

: Prepayments of scheduled installments, or any portion
thereof, may be made at any time at the option of Borrower. Refunds
and extra payments, as defined in the regulations of the Farmers Home
Administration according to the source of funds involvad, shall, after
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payment of interest, be ipplied to the installments last to become dues
under this Bond and shall not affect the obligation of Borrower to pay
the remaining installments as scheduled herein.

1f the Govermment at any time assigné'this Bond and insures
the payment thereof, Borrower shall continue tc make payments to the
Government as collectlon 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 Goverrment 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 anmual

_installment due date basis. The effective date of every payment made
by Borrower, except payments retained and remitted by the Govermment
on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Govermment remits the

" payment to the holder. The effective date of any prepayment retained
and remitted by the Goverrment to the holder on an anmual installment
due date basis shall be the date of the prepayment by Borrower and the

Government will pay the Interest to which the holder is entitled
accruing between the effective date of any such prepayment and the

date of the Treasury check to the holder. -

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

, Borrower hereby certifies that it 1is wunable to obtain
sufficient credit elsewhere to finance its actual needs at reasonable
rates and terms, taking into consideration prevailing private and
cooperative rates and terms in or near its community for loans for
similar purposes and periods of time. '

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

provision or limitation,

Reglstration of this Bond is transferable by the registered ’

owner herecf in person or by his, her or its attorney duly authorized
in writing, at the office of the Borrower, as Regigtrar, but only in
the manner, subject to the limitations and upon payment o¢f 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. : : _

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 Registrar.

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

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 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 Farmers Home Administration and to its future
regulations not inconsistent with the express provisions hereof.
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This Bond 1s 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.

, o 1 ‘ _
- (Name of Borrower).

[CORPORATE SEAL]

(Signature of Executive Qfficial)

Qhﬁixman+“lybligﬂisxziggﬁﬁgérd
- (Title of Executive 0fficial)

“B.O. Box N
(P. 0. Box No. or Street Address)

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

ATTEST:

(Signature of Attesting Official)

ecreta Public Se ce Boar
(Title of Executive Official)’
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{Form of_)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT ___DATE
(s | (6) §
(2) 8§ (7.8
(3) § (8) _$
(4) § (9) 8
(5)__§ ae s
TOTAL '3

17.




[Form of Assignment]
ASSTGNMENT

FCOR VALUE'RECEIVED the undersigneﬁ sells, assigns, and
transfars unto '

the within Bond and does hereby irrevocably constitute and appoint
- , Attormey to transfer

the said Bond on the books kept for registration of the within Bond

of the sald Issuer with full power of substitution in the premises.

Dated: ' .

In the presence of:

18.



.

ARTICLE IV

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

Ss.c_:s;..an._’t&.l Establishment of Funda and Accounts with

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

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

(2) Project Consﬁ:uction Acéouﬁt;

(3) Depreciation Reserve (established by' the
1988 Resolution and continued hereby).

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

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

(65 Rebate Fund (established by the 1988 Resolﬁtion aﬁd
contirmied hereby).

Section 4,03. Bond Proceeds; Project Construction Account.
The proceeds of the sale of the Bond shall be deposited upon receipt
by the Issuer in the Project Construction Account. The moneys in the
Project Comstruction 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 Preject 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 rransfer from the Project
Conmstruction Account and pay to the Purchaser on of before the due

date, such sums as shall be from time to time required to make the

19. \



 monthly installments on the Bond if there are mnot sufficlent 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
completad 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. ' :

ec 4.03. Covenants of the Issuer as to System Revenues
apnd Fupds. . So long as any of the Bonds shall be outstanding and
unpaid, or until there shall have been set apart in the Reserve Fund,
a sum sufficient to pay, when due or at the earliest practfcal
prepayment date, the entire principal of the Bonds remaining unpaid,
together with interest 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. '

(ii) The Issuer shall next, en or before the
due date of payment of each {nstallment .on the
Bonds, transfer from the Revenue Fund and
remit to the National Finance Office designated
in the Bonds (or such other place as Bay be
provided pursuant to the Bonds), the azounts

\
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requirad to pay the interest on the Bonds, and to
"amortize the principal of the. Bonds over the
respective 1lives of each 3Bond issue. All
payments with vrespect to principal of and
interest on the Bonds shall.be made on an equal
pro rata basis in accordance with the respective
aggregate principal amounts thereof outstanding
and on a parity with each other. '

(1i1) The Issuer shall next, on each date
that payment is made as sat forth in (ii) above,
transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Reserve Fund,
1/12th of 1/10th of the amount, as of the date of
calculation, equal to the maximum aggregate
amount of principal and interest -which will
become - due on the Bonds in any year, until the
amcunt 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 Ravenue. Fund, after such
provision for payment of monthly installments on
the Bonds and for payment of Operating Expenses
of the System, as shall be required to maintain
" the Minimum Reserve in the Reserve Fund. Moneys
in the Reserve Fund not required to be
transferred to the Earnings Fund pursuant to
Section 4.04 of the 1988 Resolution shall be used
solely to make up any deficiency for wmonthly
payments of the principal of and interest on the
‘Ronds to said National Finance Office (or other
place provided) as the same shall become due or
for prepayment of installments on .the Bonds, or
for mandatory 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.

(iv) ~The Issuer. shall next, on each date
- that payment is made as set forth in (i1) above,
transfer from the Revenue Fund and deposit in the
Depreciation Reserve, the moneys remaining in the
Ravenue . Fund and not permitted to be retained
therein, until there has been accumulated in the
Depreciation Reserve the aggregate Ssul of
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$56,650, and thersafter such sums as shall be
required to maintain such amount therein. Mcneys
in the Depraciation Reserve, other than any sum
or sums raquired to be transferred to the
Earnings Fund pursuant to Section 4.04 of the
1988 Resolution, shall be used first to maks up
any deficilencies for monthly payments of
principal of and interest on the Bonds as the
same become due, and next to restore to the
Reserve Fund any sum or sums transferred
therefrom other than pursuant to Section 4.04 of
the 1988 Resolution, all on 'a pro rata basis.
Thersaftar, and provided that payments Iinto the
Reserve Fund are current and in accordance with
the forsgoing 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 Resolutionm,
may be withdrawn by the Issuer and used for
extraordinary repairs and for replacements of
equipment and imprevements for the System, or any
part thereof.

] (v) After all the foregoing provisions for
use of moneys in the Revenue Fund have been fully
complied with, moneys remaining therein and not
permitted to be retained therein, 1f any
(*Surplus Ravenues”), may be wused to prepay
‘{nstallments of the Bonds, pro rata, or for any
lawful purpose.

" Whenever the money in the Reserve Fund (other than
moneys required to be transferred to the Earnings Fund
pursuant to Section 4.04 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. o

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 Deprzciation Reserve will be deposited therein
by the Issuer upon transfers of funds from the Ravenue Fund
at the times provided herein, together with written advice
stating the amount remitted for daposit into each such fund.
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All the funds provided for in this Sectiom, except with
‘respect to the Rebate Fund and Excess Investment Earnings
(as defined in the 1983 Resolution) in the Earnings Fund,
which shall be held for rebata to the United Statas free
from any such lien or trust, shall constitute trust funds
and shall be used only for thea 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 Earmings 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 tha purposes set forth
in the 1988 Rasolution notwithstanding anything else herein
to the contrary. : . o ) . )

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 1§88'Resolhtion, the Depository Bank,
at the direction of the Issuer, shall keep the moneys in the
Reserve Fund, the Depreciation Reserve, the Earnings Fund

and the Rebate Fund invested and reinvested to the fullest .

extent possible in accordance with applicable law, and to -
the extent practicable, in Qualified Investments having
maturities consonant with the required wuse 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 originally held, and interest accruing thereon
and any profit or loss realized from such investment shall
be credited or charged to the appropriate fund or account.
"Subject to the 1988 Resolution, earnings upon moneys in the
Reserve Fund, so long as the Minimum Reserve is on deposit
and maintained therein, shall be paid annually in January
into the Revenue Fund by the Depository Bank and used for
prepayment of the principal of the Bonds; provided, however,
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notwithstanding any provisions of the 1988 Rasolutien te the
contrary, any amounts remaining in the Earnings Fund
following transfer to the Rebate Fund pursuant to the last
gsantence of Section 4.04A of the 1988 Resolution shall be
transferred to and deposited in the Revenus Fund and
thereafter immediataly used for prepayment of principal of
the Bonds on a pro rata basis, sc long as the Bond is
- outstanding.

C. CHANGE OF FISCAL AGENT. The lssuer may designate
another bank or trust company insured by FDIC as Depository
Bank and Fiscal Agent if the Depository Bank should caase .
for any reason to serve or 1f 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 ba sent by ragistered 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 11 bona fide users upon the Project on completion,
in full compliance with the requirements and conditions of
the Purchaser,

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

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

G. REMITTANCES. All remittances made by the Issuer

to the Depository Bank shall clearly identify the fund or
account into which each amount is to be deposited.

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

GENERAL COVENANTS, ETC.

Section 5.01. General Statemept. . So long as the Bonds
shall be outstanding and unpaid, or until there shall have been set
apart in the Reserve Fund (other than Excess Iovestment Earnings
required to be transferrad to the Earnings Fund pursuant to
Section 4.04 of the 1988 Resolution) a sum sufficient to prepay the
entire principal of the Bonds remaining unpaid, together with interest
accrued and to accrue thareon to the dates of prepayment, the covenants
and agreements contained herein shall be and constitute valid and
legally binding covenants between the Issuer and the Bondholder.

Section 5.02. Rates. ' The Issuer will, in the manner

provided in the Act, fix and 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

legs than 110% of the annual debt service on the Bonda and sufficient

to make the payments requirsd 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 §1§5§g. The System will not be

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

. Section §FQ§. Issuance of AdditionaL Parity BRomnds ox
Obligzations. No additional parity bonds or obligations payable out

of any of the Revenues of the System shall be issuad, except with the
prior written consent of the Purchaser.

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

covenants and agrees that it will, as an expense of construction,
operation and maintenance of the System, procure, carry and maintain,
so long as the Bond remains outstanding, insurance with a reputable

insurance carrier or carriers covering the following risks and in the-

following amounts:

- (a) Fire, Lightning, Vandalism, Maliclous
Mischief and Extanded Coverage ]Insurancg, to ba
procured upon acceptance of any part of the
Project from the contractor, and imnediately 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 Issuar will promptly arranga for the
application of the insurance proceeds for . the
repair or reconstruction of such damaged or
destroyed portion. The Issuer will 1itself, or
will requirs 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 Liabilitv Insurapce, with limits
of not less than $500,000 for one or more persons
injured or killed in one accident 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 not later
than the date of delivery of the Bond.

(c) ¥ehicular Public Liability Insuxance,
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
operatad 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.lIssuer 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.

- Yorkavrs' Compensation Coverage for All
wﬁmmmmeo and
Performanca 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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Commission of said Countj prior to commencsment -

of construction of the Project in compliance with
West Virginia Code BSection 33-2-39. Workars’
compensation coverage shall be maintained as
required by the laws of the Stata of
West Virginia,

(e} Flood Inpsurancse to bas procured, to the

extent available at reasonable cost to the

~Issuer.

(£) 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 lieu of and
notwithstanding the foregoing provisions of this
Section, during construction of the Project and
so long as the Bond is outstanding, the Issuer
will carry insurance and 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 {nsurance

carriers or bonding companies acceptable to the
Purchaser.

. Statutory Mortgage. - For the -further
protection of the Holder of the Bond, a statutory mortgage lien upon
the System is granted and craated by the Act, which statutory mortgage .
lien is hereby recognizad and declared to be valid and binding and
shall take effect immediately upon the delivery of the Bond and shall
be for the equal benefit of the Bonds.

Section 5.07. Events of Default. Each of the following

avents 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

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

Section 5,08. Enforcemept. Upon the happening of any Event
of Dafault 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 agraement, 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 enforcz such
rights. ' S '

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

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 10,
which perlod 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 theAAnnpal
Budget for the ensuing year, and no expenditures for operation and
malntenance expenses of the System in excess of the Annual Budget
shall be made during such Fiscal Yesar unless unanimously authorized
and directed by the Governing Body. Copies of each Annual Budget
shall bas deliversd 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 Year, it shall adopt
a Budget of Currant Expenses from month to month until the adoption
of the Annual Budgat; provided, however, that no -such monthly budget
shall exceaed the budgst for the corresponding month in the next year
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preceding by more than 10%; and providad 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 Expeanses shall be mailed immediataly 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 herasin, 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 procaed 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. : '

Lo Section 5.12. Books and Records; Auditg. 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 complets and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at all
reasonsble times to inspect the System and all records, accounts and
data of the Issuer relating thereto, '

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

Section 5,13. Maintenance of System. The Issuer covenants

that it will continmuously operate, in an economical and efficient
manner, and maintain the System as a revenue-producing utilicy as
herein provided so long as the Bond is outstanding.

: Section 5.14. 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, consent to or allow the granting of any franchise,
permit or other authorization for any persom, firm, corporatimy

\
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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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RATES, ETC.

Section 6,0L. Initisl Schedule of Rates and Charges; Rules.
A. The initial schedule of rates and charges for the services and
facilities of the System, subject to change consonant with the
provisions herecf, shall be as set forth in the Final Order of the
Publice Service Commission of °~ West Virginia, entered on

October 26, 1988, Case No. 88-205-W-CN, which Final Order " 1is

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 facllities;
and in the event that the Issuer or any department, agency, officer
or employee thereof should avail itsealf or themselves of the services
or facilities of the System, the same fees, rates and charges
applicable to other customers recelving like services under similar
circumstances shall be charged, such charges shall be paid as they
accrue, and ravemues 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 sever services by the Issuer without payment at the same time of
a sewer bill owed by such customer for the same premises. '

31.
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MIS CMOUS :

Section 7,01 Dzi&as.ans_e ‘of Bond. If the Issuer shall pay
or cause to be paid, or there shall otherwise be pald, to the Holder

of the Bond, the principal of and interest due or to bacome due
thereon, at the times and in the manner stipulated therein and in this
Bond Legislation, then with respect to the Bond,  the pledge of Net
" Revenues and other moneys and securities pledged under this Bond .
Legislation and all covenants, agreements and other obligations of the
Issuer to the Registered Owner of the Bond, shall thereupon cease,
terminate and become vold and be discharged and satisfied.

Section 7,02 Modification et Amnshmn_ The Bond
Legislation may not be modifled or amended after final passage without
the prior written consent of the Bondholder.

Mwﬁmm The Chairmanm, -
Secretary and Treasurer of the Governing Body are hareby authorized

and directed to cause Bond No. R-1, hereby awarded to the Purchaser
pursuant to prior agreement, to be deliversd to the Purchaser az soon
as the Purchaser will-accept such delivery.

Section 7,04. M@l&ﬁmm 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 gseverable from the remaining covenants, agreements
or provisions hereof, and shall in no way affect the validity of all
the other provisions haresof or the Bond.

: sSectjon 7.05. 1988 Resolution; Conflicting Exovisions .
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 thersof, 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. Tablas of Contents 2znd Headings. The Table

of Contents and headings of the articles, sections and subsections
hereof are for convenience only and shall neither control nor affect
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in any way the neﬂng or éouﬁttuc_ﬁion 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 takesn precedent to and
in the adoption of this Resclution do exist, have happened, have been

performed and have been taken in regular and dus 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 comnectlomn with this Resolution occurred and
are duly in office and duly qualified for such office.

. Effective Tije. ‘This Rasolution shall take
effect immediataly upon its adoption_;_' o ,

adopted: ‘July 12, 1990 .

Chairman of Public Sarvi%%Board

é=§ - > .2_

Member
_ Member
 07/10/90
" HARDYB.A%

37808,/90001
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HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND CONSTRUCTION OF -
PUBLIC SERVICE PROPERTIES AND ISSUANCE QF $330,000 WATER
SYSTEM REVENUE BOND, SERIES 1593 OF HARDY COUNTY PUBLIC.
SEFRVICE DISTRICT ON A PARITY WITH 1988 AND 1950 BONDS TO
FINANCE THE ACQUISITION AND CONSTRUCTION OF CERTAIN
BETTERMENTS AND IMPROVEMENTS AND EXTENSION OF AN EXISTING -
~ PUBLIC WATER SYSTEM; DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS "OF THE -BOND; PLACING LIMIT ON SALE OF SYSTEMS;
PROVIDING GENERALLY FOR THE RIGHTS AND REMEDIES AND SECURITY
OF THE HOLDERS OF THE BOND; PROVIDING STATUTORY LIEN ON
REVENUES AND SYSTEM; CONFIRMING RATES: PROVIDING GENERAL TERMS
AND PROVIDING WHEN THIS RESOLUTION SHALL TAKE EFFECT.

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

ARTICLE I°

STATUTORY AUTHORITY, FINDINGS
' AND DEFINITIONS

_ Seetion 1.01. Authority for This Reseclution. This Resclution
is adopted pursuant to the provisions of Article 13A, Chapter 16 of
the West Virginia Code, as amended (the "Act") and other applicable
- provisions of law. .

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

A. Haray County Punlic Service District (the tIssuer") is a
public service district created pursuant to the Act by The County
commission of Hardy County.

B. The Issuer now has a public water system and desires to
improve and expand that system and it is deemed essential,
convenient and desirable for the health, welfare, safety, advantage
and convenience of the inhabitants of the Issuer and, accordingly,
it is hereby ordered, that there be acquired and constructed
certain improvements, expenditures, extensions and betterments to
the existing public. water system of the Issuer known as the
"System” by an extension of water lines, and (sometimes referred to
herein as the "System"), with all necessary appurtenant facilitiles
(the "Project™), and generally described as waterline extenslions,
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 amount of $330,000 to finance a portion
of the cost of such construction in the manner hereinafter
provided. C - '

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 Serles 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 acguisitiocn of the
Project, the acguisition 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:
ravenues; expenses for plans, specifications and surveys; and  such
other expenses as may be necessary or incidental to the
construction of the Project and the refunding and the financing
authorized hereby. '

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

F. There are currently outstandiﬁg the obligations of the

Issuer with which the Bond will rank on a parity as to lien and
source of and security for payment as follows:

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

(ii) Water Revenue Bond of the Issuer, dated July 12,

1990 (the "1990 Bond*) issued in the original principal amount of

- §50,000 secured under the terms of the 1990 Resolution (hereinafter
defined). ’

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

G. The Issuer is not in default under the terms of the 1388
or 1990 Bonds or the 1988 or 1990 Resolutions (hereinafter defined)
or any document in connection therewith, and has compllgd with all
requirements of all the foregoing with respect to the issuance of
parity bonds or has obtained a sufficient and valid walve:_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, ressarve fund and other
payments provided for hersin. - '

I. The Issuer has complied with all requirsments of West
virginia law relating to authorization of the construction,:-
acquisition and operation of the Project and issuance of the Bond,
or will have so complied prior to issuance of the Bond including,
among other things, the imposition of rates and charges, the
consent and approval, pursuant to the Act, of the issuance of the
Bond by the Public 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. Reésolution to Constitute Contract. In
consideration of the acceptance of the Bond by the Purchaser, this
 Resolution (the “Resolution") shall be deemed to be and shall
constitute a contract between the Issuer and the Purchaser, and the
covenants and agreements set forth herein to be performed by the
Issuer shall be for the benefit, protection and security of the
Registered Owner of the Bond.

Section 1.04. Definitions. - The following terms shall have
the fallgwing meanings hersin unless the taxt ntharyige exprasely
requires:

‘ract"™ 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. -

ngonds" means the Bond, the 1988 and 1950 Bonds.

w1938 Bond" means the outstanding Bond of the Issuer dated
March 15, 1988, described in Section 1.02 (F) hereiln..

"1390 Bond" means the outstanding Bond of the Issuer dated’
July 12, 1990, described in Section 1.02(F) hereln.
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wconsulting 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
Tssuer as Consulting Engineer for the System.

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

"Depository Bank® means South Branch Valley National Bankf'
Moorefield, West Virginia, a bank or trust company which is a
member of FDIC and 1its successors and assigns or such other
qualified bank or trust company designated by Issuer. o

tFacilities" or "water facilities" means all the tangible
properties of the System and also any tangible properties which may
hereafter be added to the water system by addition, betterments,
extensions and improvements thereto and properties, furniture,
fixtures or equipment therefor, hereafter at any time constructed
or acgquired. : :

"FDIC" means the FTedaral Deposit Insurance Corporation.

"Fiscal Year" mea,s each year beginning on July 1 and ending
on the succeeding June 30. .

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

ncovernment Obligations" means direct obligations of, or
obligations the princiral of and interest on which are gquaranteed
by, the United States =f America.

"Herein" means in this Resolution.

ngolder of the Bond" "Register Owner" or nBondholder™" or any
similar term means any person who shall be the registered owner of
the Bond.

"Igsuer® "District" or "Borrower" means Hardy county Public
Service District, of Hardy County, West virginia, and, where
appropriate, alsc means the Governing Body.

nLetter of Conditions"™ means the Letter of Conditions of FmHA
dated March 22, 1991. :

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

“Operating Expenses™ means the current expenses, paid or
accrued, of operation and maintenance of the System and its
facilities, and includes, without limiting the generality of the
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foreqoing, insurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the
System, the accumulation of appropriate reservas for charges not
annually recurrent but which are such as may reasonably be expected
to he incurred, and such other reasocnable operating costs as are
normally .and regularly included under recognized accounting
practices, and. retention of a sum not to exceesd one-sixth of the
budgeted Cperating Expenses stated above for the current year as
working capital, and language herein requiring payment of Operating
 Expenses means also retention of not to exceed such sum as working
capital, provided that all menthly amortization payments upen the
Bond and into 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 stated in Section 1.02 (B)
above.

n"purchaser™, "FmHA", "Farmers Home Administration™ or
"Government" means United States of America, United States
Department of Agriculture, Farmers Home Administration and any
successor therecof.

"gualified Investments" means and " include any «of the
following: : o

(a) Government Obligations;

(b) Government obligations which have beén stripped of
their unmature< im-2razst coupons, interest coupons stripped
from Government Obligations, and receipts or certificates
evidencing payments from Govermment Obligations or interest

coupons strippad from Government obligatiens;

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

(d) Any bond, debenture, note, participationu:ertificate
or other similar cbligations issued by the Federal Naticnal
Mortgage Association te the extent such obligatiqn is
guaranteed by the Government National Mortgage Assoclation 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 Fime
certificates of deposit, time deposits or other 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,
rhat said Government Obligations pledged either must mature as
nearly as practicable coincident with the maturity of saild
time accounts or must be replaced or increased so that the
market value thereof is always at least equal to the principal

amount of said time accounts; | :

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

(g) Repurchase agreements, fully secured by investments
of the types described in paragraphs (a) through (e) above,
with banks or 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, previded,
that said investments securing said repurchase agreements
either must mature as nearly as practicable coincident wlth

. 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 aof said repurchase
agreements, and provided further that the holder of such
repurchass 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
Wast Virginia State Board of Investments pursuant te Chapter
12, Article 6, of the West Virginia Code of 1931, as amended;
and ' o - B .

{i) Obligations of States or peolitical 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 Corperation.

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

w1988 Resclution" means the resolution providing for the 1988
Bonds, adopted Octeber 13, 159883 as amended by resolution March 15,
1989.

"1990 Resolution" means the resolution providing for the 13390
Bonds dated July 12, 1990. ‘

"Resolution” means this Resolution and all resolutions
supplemental hereto.
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WRevenues" or "gross revenues” means all rates, rents, fees,
charges or cother income received by the Issuer, or accrued to the.
Issuer or any department, board, agency or instrumentality thereof
in control of the management and cperation of the System, from the

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

"Saecretary” means the Secretary of the Governing Body.

"System"” means the Project initially, and all existing water
facilities owned by the Issuer and all Facilities and other
property of every nature, real or personal, now or hereafter owned,
held or used in connection with the System; and shall also include
anv and all additions, extensions, improvements, properties or
other facilities at any tlime acqguired or CONSTIUCTEA LOL 53.ld waters
system after completion of the Project. '

"Tap Fees" means the fees, .if any, paid by p:ospective
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 corperations; 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, sealad and/or attasted by an Acting Secretary.

ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and construction
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 Body. The proceeds of the Bond hereby"
authorized shall be applied as provided in Article IV hereof.

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION
AND ISSUE OF BOND

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

Section 3.02. Description of Bond. The Bond shall be issued
in single registered form, No. R-1, and shall be dated on the date
of delivery. The Series 1993 Bond shall bear interest from date,
payable monthly at the rate of five per centum (5%) per annun and
shall be sold for the par value thereof.

: " The Bond shall be subject to. prepayment of scheduled monthly ‘
installments; or-any portion therecf, at the option of the Issuer
and shall be payable as provided in the Bond form herainafter 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 effice. Any
Bond may be signed and sealed on behalf of the Issuer by such
person as at the actual time of the execution of such Bond shall
hold the proper office in the Issuer, although at the date of such
Bond such person may not have held such office or may not have been
so authorized. S

Section 1.04. 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 herecf, by the party’
in whose name it is registered, in person or by attorney quly
‘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 Dby 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 this
Bond Legislation. :

Whenever the Bond shall be surrendered for registration of
transfer; the Issuer shall execute and deliver a new Bond or Bonds
in authorized denominations, for a like aggregate principal amount.
The Registrar shall require the payment by the new owner rquestlng
such transfer of any tax or other governnental chargs required to
be paid with respect to such transfer, but rhe Issuer shall pay any
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*other expenseas incurred by the Reqistraf with respect to such
transfer. i '

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

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

The Registrar shall accept the gond for registration or
transfer only if ownership thereof is to be registered in the name’
of the Government, an individual {including Jjeint ownership), a
corporation, a partnership or a trust, and only upon. receipt of the
social security number of each individual, the faderal emplover
identification number of esach corporation or partnership or social
security numbers of the settlor and beneficiaries of each tzust and

the name of the trustee cf each trust and/or such other identifying
number and information as may be required by law.

Co Section 3.06. Bond 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, her or its
ownership thereof and complying with such other reasonable
requlations and conditions as the Issuer may require. The Bond so
surrendered shall Dbe canceled  and held for the account of the
Issuer. If the Bond shall have matured or be about to mature,
instead of issuing a substitute Bond the Issuer may pay the same,
and if such Bond be destroyed, stolen or lost, without surrender
thereof. : ‘

: 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 parity first lien on the Net Revenues derived from the System
on a parity with the 1988 and 1990 Bonds in addition to the
statutory mortgage lien on the System hereinafter prov;dgd for.
The Net Revenues derived from the System in an amount sufficient to
pay the principal of and interesst 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 and 1990 Eonds.

9



Section 3.08. Form of Bond. Subject to the provisions
hereof, the text of the Bond and the cother details thereof shall be
of substantlally the following tenor, with such omissions,
insertions and variations as may be authorized or permltted hereby
or any resolution adopted after tne 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 WITssuer") promises to pay to the order of the United
States of America, acting through the Farmers Home Administration,
United States Department of Agriculture (the "Government™), or its
registered assigns at its National Finance Office, St. Louis,
Missouri 63103, or at such other place as the Government.  may
hereafter designate in writing, the principal sum of Three Hundred
Thirty Thousand Dollars ($330,000), plus interest on the unpaid
principal balance at the rate of five per cent (5%) per annum. The
said principal and interest shall be paid in the following
installments on. the following dates: ‘Monthly installments of
interest only, commencing on the 30th day following delivery of the .
Bond and continuing on the corresponding day of each month for the
first twenty-four (24) months after the date hereof, and $1621
covering principal and interest, thereafter on said corresponding
day of each month, except that the. final installment shall be paid
at the end of forty (40) years from the date of this Bond, and
except that prepayments may be made as provided hereinbelow. The
consideration herefor shall support any agreement modifying the
foregoing schedule of payments. : ' '

If the total amount of the loan is not advanced at the time of
loan closing, the loan shall be advanced to Borrower as requested
by Borrower and approved by the Government and interest shall
accrue on the amount of each advance from its actual date as shown
on the Record of Advances attached hereto as & g o2l

Every payment made on any indebtedness evidenced by tpis'Bohd
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 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 oprtioh of the
Government, be remitted by the Government to 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 Govermment 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 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 Issuer to the Government without
demand. Issuer agrees to use the loan avidenced 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 reasongble.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 additioens, constructioen,
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 maiptenance
of the System. This Bond dces not in any mnanner constitute an
indebtedness of the Issuer within the meaning of any constitutional
or statutory provision or limitation. '

Registration of this Bond is transferable by the registered
owner hereof in person or by ‘his, her or its attorney duly
authorized in writing, at the ' office of the Issuer, as Bond
Registrar, but only in the manner, subject to the llmltqtlons.and
upon payment of the charges, if any, provided in the hereln_deflned
Bond Legislation, and upon surrender and cancellation of this Bqnd.
Upon such transfer a new Bond or Bonds, of authorized denomination
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or denominations, for the like principal amount, will be issued to
‘the transferse in exchange herefor. ' -

This Bond, under the provisions of the Act, 1is 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 -
ve transferred by transfer of registration hersof with the Bond
Registrar.

This Bond has been issued under and in full compliance with
the Constitution and statutes of the State of West Virginia,
including, among others, Articles 13A of Chapter 16 of the West
Virginia Code (herein called the "aAct") and a Resolution of the
_Issuer (the Resolution). )

If at any time it shall appear +o the Government that Issuer
may be able te obtain a loan from a responsible cooperative or
private credit source-at reasonable rates and terms for loans for
similar purposes and pericds of time, Issuer will, at the
. Government’'s regquest, apply <cr 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 Government pursuant to the Consclidated Farmers Home
'Rural Development Act. -This Bond shall be subject to the present
regqulations of the Farmers Home Administration and to its future
requlations net inconsistent with the express provisions hereof.

THIS BOND IS5 ON A PARITY AS TO LIEN AND SOURCE OF PAYMENT WITH
THE CERTAIN WATER REVENUE BONDS, SERIES 1988 AND 1990 OF THE
ISSUER DESCRIBED IN THE RESOLUTION. .

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

IN WITNESS WHEREOF, the HARDY COUNTY PUBLIC SERVICE DISTRICT
has caused this 'Bond toe 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
Moorefield, WV 26836
ATTEST:
By

tTs Secrstary
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(Form Of)

RECORD OF ADVANCES

'AMOUNT DATE . _ AMOUNT DATE
1) S (6) $ £
2) § (7) %
3) 3 (8) S
4) . S (2) 3
5) (10) $
TOTAL $

(Form of Assignment)

ASSTIGNMENT

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 bocoks kept for registration of the within Bond of

the said Issuer with full power of substitution in the premises.

DATED: 7 . .

In the presence of:
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ARTICLE IV

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

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

(1) Revenue Fund (established by the 1988 Resolution
and continued hereby):; - | o

(2) Project Construction Account;

(3) Depreciation Reserve (established by ‘the 1988
Resolution and continued hereby) :

(4) Reserve Fund (established by the 1588 Resolution
and continued hereby): '

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

(6) Rebate Fund (established by the 1588 Resolution and
continued hereby).

Section 4.02. Bond Proceeds: Proiect construction Account.
A1l mcneys received frox the sale of any or all the Bonds snall =3
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 cn
deposit in the Froject Censtruction ACCOUNt exceed the estimatced
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disbursements on account of the Project for the ensuing 20 days,
the Issuer may invest such excess funds in Qualified Investments.

Pending application as provided in this Section 4.02, money
and funds in the Project Construction Account shall be invested and’

- reinvested at the direction of the Issuer, to the extent possible
in accordance with applicable law, in Qualified Investments.

When construction of the Project has been completed and all

costs thereof have been paid or provision for such payment has been.
made, any balance remaining in the Project Cconstruction Account:

shall be disposed of in accordance with the requlations of the
Purchaser. o

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
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as follows:

(A) Revenue Fund. The entire Gross Revenues derived from the
operation of the System, and all parts thereof, and all Tap Fees
received, shall be deposited as collected by the Issuer in a

special fund in a bank or trust company in the State of West .

- Virginia which is a member of FDIC, which Fund, known as the
"pevenue 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, céach month, on or before the due
date of payment of each installment on the Bonds, transfer from the
Revenue Fund and remit to the National Finance office designated in
the Bond (or such other place as may be provided pursuant to the
Bonds), the amount reguired to pay the interest on the Bonds, and
to amortize the principal of the Bonds over the respective lives of
each Bond issue. All payments with respect to principal of and
interest on the Bonds shall be made on an equal pro rata basis in
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accordance with the respective aggregate principal amounts thereaof
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 Depository Bank for deposit in the Reserve Fund, 1/12th of
1/10th of the amount, as of the data of calculation, edqual to the
" maximum aggregate amount of principal and interest which will
. become due on the Bonds in any vear, until the amount in the
Reserve Fund egquals such maximum  amount {(the "Reserve
Requirement"). Aftar the Reserve Requirement has been accumulated
in the Reserve Fund, the Issuer shall monthly depesit into the
Reserve Fund such part of the moneys remaining in the Revenue Fund,
after such provisien for payment of monthly installments on the
Bonds and for payment of Operating Expenses of the System, as shall
be required toc 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 Resolutien shall be used

.Vsolely to make up any deficiency for monthly payments of the

principal of and intarest on the Bonds to said Natiocnal Finance
Office (or other place provided) as <ae 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 pasis 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 Resarve, the moneys remaining in the
Revenue Fund and not permitted to be retained therein, until there.
has been accumulated in the Depreciation Ressxve the aggregate sunm
of $51,650, and thereafter such sums as shall be required to
maintain such amount therein. Moneys in the Depreciation Reserve,
other than any sum or sums regquired to pe transferred to the
Earnings Fund pursuant to Section 4.04 of the 1988 Resolution,
shall be used first to make up any deficiencies for monthly
payments of principal of and interest on the Bonds as the same
become due, and next to restore to the Reserve Fund any sum or sums
transferred 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 in accordance
with the foregoing provisions, moneys in the Depreciation Reserve,
other than any sum or sums reguired 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 egquipment and improvements for the System, or
any part therecof. : -

(5) After all the forsgoing provisions for use of moneys.in
the Revenue Fund have been fully complied with, moneys remainlng
therein and not permitted to be retained therein, if any ("sSurplus
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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 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. C o

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
Resarve 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 Resoluticn) 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.

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 19838 Resolution, the Depository Bank, at the
direction of the Issuer, shall keep the moneys in the Researve 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
oualified Investments having maturities consonant with the required
use thereof. Investments in any fund or account under this Bond
Legislation shall, unless otherwise provided herein or required by .
law, be valued at the lower of cost or the then current market
value, or at the redemption price thereof if then redeemable at the
option of the holder, including wvalue of accrued interest and
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giving effect to the amortization of discount, or -at par.if such
investment is held by the "consolidated fund® managed by the West
virginia State Board of Investments. Any investment shall be held
in and at all times deemed a part of the fund or account- in which
such moneys were originally held, and interest accruing thereon any
profit or loss realized from such investment shall be credited or
charged to the appropriate fund or account. Subject to the 1988
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 inte the ‘Revenue Fund by the Depository
Bank and used fdr 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 Denositorv 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 ceassa
for any reasen to serve or if the Governing Body determines by
resolution that said Bank or its successor should no longer serve
as Fiscal Agent or Depository Bank. Upon any such change, the
Governing 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 bopa fide users
initially upon the System, and nust 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. T

{E} Chardges 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. 7The moneys in excess of
+he 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
Depository 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 purpases of the System. '

 ARTICLE V
GENERAL COVENANTS

Section 5.01. General Statement. -So long as the Bonds shall
be outstanding and unpaid, or until there shall have been set apart
in the Reserve Fund a sum sufficient tc prepay the entire principal
of the Bond or thé Bonds remaining unpaid, together with interest
accrued and to accrue therean to the date o©f 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 egqual to not
less than 110% of the annual debt service on the Bond and to make
the payments required herein into the Reserve Fund and the
Depreciation Reserve and all the 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
insufficient to provide zdequate Revenues for such purposes.

. Section 5.03. ZSale of the System. The System will not be

sold without the prizr written consent of the Purchaser so long as

the Bond is outstanding. Such consent will provide for disposition
of the proceeds of aay such sale.

Section 5.04. Issuance of Additional Parity Bonds ov
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 w;th
a reputable insurance carrier or carriers covering the followlng
risks and in the following amounts: :

{a) Fire, Lightning, Vandalism, Malicious Mischief and
Extended Coverage Insurance, to be procured upon acceptance of any

part of the Project from the contractor, and immediately upon any

portion of the System now in use, on all_above-grcund structures of
the System in an amount equal-to the full insurable value thereot,

In the event .of any damage to or destruction of any portion of the .
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System, the Issuer will premptly arrange for the applicaticn of the
insurance proceeds for the repalr or reconstruction of such damaged
or destroyed portion. The Issuer will itself, or will require each
contractor and subcentractor 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 meore persons injured or killed in one accident
to protesct 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 the operation of
the System, such insurance to be procured not later than the date
of delivery of the Bond.

(c) Vehicular Public TLiability Insurance, in the ewvent the
Issuer owns or operates any vehicle 1n 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 penefit 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 procuread
prior to acquisitiecn or commencement of operation of . any such
vehicle for the Issuer.

(d) Workmen’s Compensation Coverage for all Employees of the
District Eligible Trerefor and Performance and Pavment Bonds, such
bonds to be in the amounts of 100% of the construction contract,
will be required orf each prime contractor, and such payment bonds
will be filed with the Clerk of the County Commission of said
County prior to commencement of construction of the Project in
compliance with West Virginia Code Section 38-2-389. Workers’
compensation insurance will be maintained as required by the laws
of the State of West Virginia.

(e) Fidelity 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 OL other
funds of the System in an amount at least equal to the total annual
debt service requirements for all ocutstanding 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 notwithstgnding the
foregoing provisions of this Section, during construction of Fhe
Project and so long as the Beond is outstanding, the Issuer will
carry insurance and bonds  or cause insurance and bon@s to be
carried for the protection of the 'Issuer, and . during such
construction will . require each cantracteor and subcontractor to
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carry insurance, of such types and in such amounts as the Purchaser
may specify, with 1lnsurance carriers or Dbonding 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
" 1lien 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 Defanlt. ©Each of the following
events is hereby declared an "Event of Default®: -

(a) TFailure 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, cqnditiqns and agreements on the part of the Issuer
‘contained in the Bond or herein, or violation of or failure to

observe any provision of any pertinent law or the Bond Resolutions.

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

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

Section 5.09. Fiscal Year; Budget. - While the Bond is
outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operated and maintained on a Fiscal Year basis
commencing on July 1 of each year and ending on the following June
30, which period shall also constitute. tha bndget yvear .for the
operation and maintenance of the System. Not later than thirty
days prior to the beginning of each fiscal year, the Issuar agrees
to adopt the Annual Budget for the ensuing Yyear, and To
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 unanimously authorized and directed Dby the Governing
Bedy. 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 nave adopted the Annual
Budget before the first day of any Fiscal Year, it shall adopt a
Budget of Current Expenses from manth teo meonth until the adoption
of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the correspanding month in the
year next preceding by more than ten per centum; and provided
further, that adoption of a Budget of Current Expenses shall not
constitute compliance with the covenant to adopt an Annual Budget
unless failure to adopt an Annual Budget be for a reason beyond the
control of the Issuer. Each such Budget of current Expenses shall
be mailed immediately to the Purchaser. :

Section 5.10. Compensation of Members of Governing 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 tao 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
construction of the Project to completion thereof in accordance
with the plans and specifications prepared by the Consulting
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 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 further covenants to comply with the Act with respect to
_such boocks, records and accounts. :

Section 5.13. Maintenance of System. The Issuer covgn§nts
that it will continuously operate, in an economlcal.and_eff%Clent
manner, and maintain the System as a revenue-producing utility as

herein provided so long as the Bond 1s outstanding.
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Section 5.14. No _Competitjon. To the extent legally
allawable, the Issuer will not permit competition with the Systenm
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 oT 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.

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
exempticn from tax of interest on the Bond under Section 103 (a) of

the Internal Revenue Code and the requlations thereunder, or under

any successor or similar provision of the Internal Revenue Code
hereinafter enacted and applicable to the Bond, and regulations

thereunder; (b) it shall not invest or otherwise use or permit or

cause to be invested or used, any of the proceeds of the Bond, or
moneys deemed to be proceeds of the Bond under the Internal Revernue
- Code, directly or indirectly, in any manner which 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 regulations thereunder and to that end the

District will comply with the applicaple law as 1ong as thne 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
underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for a private business use
or in payments in respect of property used or to be used for a
private business use or is to be derived from payments, whether or

not to the District, in respect of property or borrowed money used

or to be used for a 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 durilng
the term thereof is, under the terms of the Bond or any‘underlylgg
arrancenent, directly or indirectly, secured by any interest 1n
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property used or to ke used for said private business use or in’
payments in respect of preoperty 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 Met Proceeds of the Bonds used for a private business use shall
re used for a Private Business Use related to the governmental use
of the Project, or if the Bonds ‘are for the purpose of financing
more than one project, a portion of the Project, and shall not
exceed the proceeds used for the governmental use of that pertion
of the Project to which such private business use 1s related.

B. PRIVATE LOAN LIMITATION. The District shall assure that
‘not in excess of 5% of the Net Proceeds of the Bond are used,
"~ directly or indirectly, to make cr finance a loan (other than loans
constituting Nonpurposa 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 reguired 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 1income 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-DWD-30B, which order is incorporated herein by raference and
is made a part hereof.

Section 6.02. TFurther Covenants
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The District hereby further covenants and agrees as follows:

(a) There shall not be any discrimination or differential in
rates between customers in similar circumstances.

(b) All delingquent 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 toc 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 oxr 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 of the Systemn. : '

(d) The Issuer may require any applicant for any service by
the System to deposit a reascnable and equitable amount to insure
. payment of all charges for the services rendered by the System,
_ which depeosit shall be handled and disposed of under the applicable

rules and regulations c¢Z the Public Service Commission of West
Virginia. : -

ARTICLE VII
MISCELLANEQUS

Section 7.0l1. Defeasance of Bond. If the Issuer shall pay or
‘there shall otherwise ke paid, to the Holder of the Bond, the
principal of and intersst due or to become due thereon, at the
times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Bond, the pledge cof Net
Reveriues and other monevs 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.

Section 7.02. Filing Under Uniform Commercial Code.
Contemporaneously with the delivery of the Bond, the Issuer shall
execute Finmancing Statements and promptly thereafter shall. file
such a Financing Statement in the offices of the Secretary of State
"¢f West Virginia and cf the Clerk cf the County Commission of sald
Ceunty. .
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Section 7.03. Deliverv of Bond. The chairman and Secretary-
Treasurer of the Governing Body are hereby authorized and directed
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 socon 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 hersof 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 whatsocever be held
invalid, then such covenants, agreements or provisions shall be
null and veoid and shall be deemed separable from the remaining
covenants, agreemercs oOr provisions hereof, and shall in no way
affect the validity of all the other provisions hereaf or the Bond.

Section 7.05. Conflicting Provisions - __Repealed. All
resolutions and orders, or parts thereof, in conflict with the
provisions herecof are, to the extent of such conflicts, hereby
repealed; provided that this Section shall not be applicable to the
lLoan Resolution (Fomm FmiA 442-47) .

Section 7.06. Table of Contents and Headinds. ‘The Table of
contents and headings of the articles, sections and subsections
herecf are for convenience only and shall neither contrel nor
affect in any way the meaning or construction of any of the
provisions hereof. '

Section 7.07. Modification _or  Amendment. . The Bond
lLegislation may not be modified or amended after final passage
without the prior written consent of the Purchaser.

Section 7.08. Caovenant of Due Prgcedure, Etc. The Issuer
covenants that all acts, conditiens, things and procedures required
to exist, to happen, to be performed or to be taken precedent to
and in the adoption of this Resoluticn do exist, have happened,
have been performed and have been taken in regular and due time,
form and manner as required by and in full compliance with the laws
and Constitution of the State applicable thereto; and that the
Chairman, Secretary and members of the Governing Body were at all
times when any actions in connection with this Resolution occurred
and are duly in office and duly qualified for such office.

Section 7.09. Supplemental Resolution. The District may pass.
such .supplemental resolution, if necessary, to effectuate the
purposes and intent of this resoclution. : :

Section 7.10. Effective Time. This Resolution ashall take
effect immediately upon its adoptien. '
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) Section 7.11. 1988 and 1990 Resoluticns. The 1988 and 1930
resolutions .and all parts not expressly hereby changed shall
continue in full force and effect.

Adopted this 7th day of June, 1933.

HARDY COUNTY FUBLIC
SERVICE DISTRICT

By ‘?%r%w ﬁ,{% B. ‘;1
lce Boarn

Chairman of Public Se

By ‘ﬁjé§Zé42%&;/f éﬁ z£;4222>

Member
o | | By W A @mm.
(SEAL) . Member
Attest: | . -
BY Sz,—/ %m |
Secretary
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CERTIFICATION

I, Z:J’yjfrﬁédiyf, 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, 1993. I further
hereby certify that the action of said Public Service Board set
- forth therein remains in full force and effect and has not been
amended or repealed. : ‘

WITKESS ny signature on this 7th day of June, 1993,

/Y

Secretary
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STATE OF WEST VIRGINIA,

COUNTY OF HARDY, TO-WIT:

The foregoing instrument was acknowledged before me Fhiﬁ 7th
day of June, 19w, oy -mactaew G. sapp, the Chax:@an CL che macuy
County Public Service District, a Publig/Corporation, op behalf of

the Corporation. ;
U toa Aélj, 2

-t NOTARY PUBLIC

My commission expirés %ﬁ/@ﬁ:%?%[

(Affix Notary Seal) |
AAMAAAAASANABAAALAAARAAZLARGLd.

OFFICIAL SZAL g
NGTARY PUBLIC E :
2 ]

JAhL

STATE CF WEST VIRGNIA
TERESA .D. SHERMAN
418 Jackson Avenua
Moomilskd, WV 24434
My Ztnmixricn sxoitm Cotcher 25, 1994

77§77TTﬁNWTTThﬁWVTTHﬁW#Yvv¥>
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é . STATE OF WEST VIRGINIA,
COUNTY OF HARDY. TO-WIT:
The foregoing lnstrument was acknowledged before me this 7th

.day of June, 1533, by Matthew G. Gapp, the Chairman of the Hardy
County Public Service District, a Public chporatlon on ‘behalf of'

- the Corporationm. - ’\ny
Y - !/“/z/a X/% RV |
. ; NOTARY PUBLIC :

Hylcommissicn expires _ Aﬁ/’ /bsz B - .

(Affix Notary Seal) oL
- AAAAAAAAAALAAAAAAAMAAASAADSALL -
QFFICIAL SEAL - -

NOTARY PUBLIC
STATE OF WEST VAGINUA

TEAESA 0. Srersan : - ’
€18 Jackson Ao
oorshed, WY 2428
My Commmerw arpwes Commer 25, 1904
TYYYYvYYYYV

wvyry

AAAALLVALLL

10:00 a.m.

STATE OF WEST VIRGINIA, Hardy County Commission Clerks Office June 22, 1333

The foregoing Instrument, together with the certificate of its acknowledgment, was this day presented i

said office and admitted to record.
Cleri

© CAST® § LANRIS (ML SFIRCEL, W. YA ar-ompta we H144-01
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HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTICON AUTHORIZING THE ACQUISITICN AND CONSTRUCTION OF PUHLIC SZRVICE
PROPERTIES AND ISSUANCE OF PARITY TAXABLE WATER REVENUE BCND (PHASE IIT)
SERIES 19953, OF THE HARDY COUNTY PUBLIC. SERVICE DISTRICT, IN THE AHOUN%'
OPF $320,000, TO PINANCE THE ACQUISITION AND CONSTRUCTION OF IMPROVEMENTS
TO A PUBLIC WATER SYSTEM; DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BOND; PROVIDING FOR. INTERIM CONSTRUCTICN FINANCING;
PLACING LIMIT ON SALE OF -SYSTEM; PROVIDING GENZRALLY FCR THE RIGHIS aﬂﬁ
REMEDIES AND SECURITY OF THZ 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;
AUTHCRIZING WATEZR PURCHASE CONTRACT WITH TOWN OF MOCREFIZLD; AND PROVIDIN&
GENERAL TERMS AND PROVIDING WHEN THIS RESOLUTION SEALL TAXZ BFFECT.

BE IT RESOLVED AND ORDERSD BY THE PUBLIC SERVICE BOARD OF HARDY COUNTY
PUBLIC SERVICE DISTRICT, MOOREFIELD, WEST VIRGINIA:
ARTICLE I
STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS
Section 1.01. Autherity for this Resolution: This Resolution is adopted

pursuant to the provisions of ARrticle 13A, Chaptar 16 of the Weat Virginia Code,
as amended [tha "Act") and other applicable provigsiona of law.

‘ Section 1.02. Findings and Determinations. It is hareby found, determined
and declared ag follows: ;

A, Hardy County Public Service District (the "PSD” or "Iasuer") is a
' public service district created pursuant to the Act by an ordar issusd by Tha
County Commission of Bardy County, locatad in Hardy County, West Virginia.

B. The Issuer now has a public water aystem and desires to improve and
expand that system and it is deemed eggential, convenient and desirable for the
health, welfare, safety, advantage and convenience of the inhabitants of the
Iaguer and, accordingly, it is hersby ordarsd, ' that thers be acquired and
conatructad certain additiona, bettermentsa and improvements to the existing
public water aystsem of the Iasuer known as the "Syatsm" (sometimes raferred to
herein as tha "Syastem") 80 as to improve the public health, comfort and
conveniance of residents of the Public Service District, Lincluding the
construction and installation of all necegdary appurtenant facilities consisting
of a water distribution system known as rural Phase III to serve rasidents of
. Huttervilla, Fisher, Froasty Hollow, 1 mile aleong U.S. Routa 220 Noxrth, 1/2 mile
on County Route 220/4 and adjacent areas (the "project”), and genarally described
. as watar line extsnsions, puwmps, pumping stations, water plant improvements and
' necesasary appurtaenancas particularly described in and according to the plans and

apecifications prepared by the Consulting Engineer for the Project and heretofore
filed in tha offica of the Secretary of tha Public sService Board (the "Governing
Body") of the Issuer. The construction and acquisition of tha Project and the
financing heraby authorized and provided for are public purposes of the Issuer
.and are ordered for the purpose of meeting and serving public convenience and
nacessity.

c. It is necasasary for the Issuer to isaue ita revenua bond in the
aggregate principal amount of $320,000 to financs a porticn of the coata of auch
construction in the manner hereinafter provided. :

D. The aatimatsd maximum coat of the conatruction of the Project is
$1,410,000, which will be cbtained frcm the procaeds of sale of the Saries 1539s5Aa
Bond herein authorized and from grants to be made Dby RECD, aa hereinafter



defined, and by the State of West Virginia, in the amounts of %£400,000 ang
$690,000, reaspectively. Ths cost of such construction shall ke deamad +tg
include, without being limitad to, the conatruction or acquisition of +the
Project, the acquisition of any necassary progerty, real or paeracnal, or an

intersst therein; interest on the Bond prior to, during and for six {5) months
after complaeticn of such constzuction to the extant that ravenuss of tha System
arz not sufficient therefor; engineering and lagal axpensea; axpanses for
estimates of costs and revenues; expensaes for plans, specifications ard surveys;

and such other expenses as may be necassary or incidental to the consatruction of
the Projact and t+ha financing authorizad harsby. '

E. The period of uaefulness of the System aftar completion of the.
Project is not leas than forty (40) years.

F. Thers are currantly outstanding the obligations of the Iseuer with
which the Bond will rank on a parity as to lian and source of and sacurity for
payment as follcws: .

‘ (1) Water Revenue Bond of the Issuer, dated March 15, 1988 (the
"1988 Bond") issued in the original principal amcunt of $300,000 secured under
the terms of the 1388 Resolution (hareinaftar dafined); .

_ (ii) Water Revenue Bond of the issuar, datad July 12, 1990 (the
"1990 Bond™) issued in the original principal amount of $50,000 securad under tha
terms of tha 1930 Resolution (hereinafter definmed); and

- (iii) Water System Revenue Bond of the Issuar, dated Jumne 22, 1993
(the "1993 Bond") issued in the original principal amount of $330,000 secured
under the terms of the 1993 Raezolution (herainafter defined).

With the exception of the bonds described above and the 13958 Series Bond,
there are no other ocutstanding bonds or obligations of the Issuer which will rank
prior to or on a parity with the Bond as to lien, pledga and/or sourca of and
. security for payment.

G. The Issuer is not in default undar the terms of the 1388 Resoluticn,
the 1990 Resolution and tha 1993 Resolution or any document in connaction
therswith, and has compliad with all requirements of all the foregoing with
regpact to the lsauance of parity bonds or has obtained a gufficient and wvalid
waiver thareof. :

H. Thae estimated ravenues to ba darived in each year from the operatlion
‘of the System after complation of the Project will be sufficlent to pay all tha
coats of the operation and malntenanca of the System, the principal of and
interest on the Bond (as hereinafter defined) and all debt service, reserve fund
and cther payments providad for herain.

I. The Issuer has complied with all rsquirements of West Virginia law
relating. to authorization of the construction, acquisition and operation of the
Project and issuanca of the Bond, or will have so complied prior to issuanca of
the Beond including, among cther things, the impesitien of rates and chargea, the
consant and approval, pursuant to the Act, of the igsuance of the Bond by the
Public Servica Commismion of West Virginia by final order. 5

J. It is in the best interests of the Isauer that the Bond be socld to
the United sStates Department of Agricultura, Rural Economic and Community
Development, successcr in interest to the Parmers Home Administratien (the
"Purchaser” or "RECD"), pursuant to the terms and provisiona of a letter of
conditions dated April 8, 1994, and all amendments therato (tha "Letter of
Conditiona"). ‘
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K. The Issuer has alsoc made arrangements for interim financing as
requestad by RECD and deems it to be in the best intersats of the Issuer to enter
inta a Cradit Agrsement and execute a not2 or notas in the initial amount of
$320,000 payable to any interim construction or financing lendar which lender is
initially South Branch Valley National Bank. ' :

Saction 1.03. Rasolution to Conatituta Contract. In ceonsideration of
the acceptance of the Bend by tne Purchaser, this Resolution (the "Resolution")-
ahall be deemed to be and shall constitute a contract betwean the Issuer and the
Purchaser, and the covenants and agreementa set forth herein to be performed by

. +he Iaauar shall ba for the benafit, protecticn and security of the Registared
owner of tha Bend. ’ . . .

Section 1.04. Definitions. The folicwing tearms ahall havé‘ the
following meanings herein unlass the text ctharwise expressly requirsa:

"A~t" means Article 13A, Chapter 16 of tha West Virginia Code, as amended.

‘ "1995A Serias Bond“:means the %$320,000 Taxable Water Revénue Bond {Phﬁsa
III) authorized by this resoclution. :

"19958 Saries Bond"™ means the '$280,000 Taxable Water Revenue Bond
(Wardensville Extension) authorized by the Issuer in a saparata resolution.

"Bond" means the $320,000 Taxable Water Revenue Bond (Phase III), Serie§
19957, authorized hereby to be issued. : .

"Bonda" means the Bord, tha 1988, 1590, 19937aﬁd 19958 Series Bonda.

11988 Bond" meansa tha sutstanding Bond of the Issuver datesd March 15, 1988,
deacribed in Section 1.02 F.{i) herein. -

n1990 Bend" means the outatanding Bond of the Issuer datesd July 12, 1990;
described in Saction 1.02 F.(ii)} hersin. : .

" 11993 Bond" means the outstanding Bond of the Isauer datad June 22, 1983,
described in Section 1.02 F.(iii) harein.

#Chairman" means the Chairman of the Governing Body.

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

ncogta” or "Costs of the Project” means thoga costa dascribed in Section
1.02 hersof to be a part of tha cost of acguisition and construction of the
Project. '

"Dapository Bank" means initially the South Branch valiey National Bank,
Moorefiald, West Virginia, a bank or trusat company which is a member of FDIC and
its succesgors and assigqna or such other qualifisd bank or trust company
designatad now or hersafter by Issuer.

npacilitieas" or "water facilities"” means all the land and tangible
proparties of the System and alsc any tangibla propeftiaa which may hersafter be
added to the water system by addition, betterments, axtensions and improvements
thereto and propertiess, furnitura, fixtures or equipment therafor, hereaftar at
any time constructed or acquired. : oo :

»ppIC" means the Federal Derposit Insurance Corporation.
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.!?iécal Year" meana each year beginning on Jul 1 and em—-li.
gsucceading June 30. b 4 ng on the

"Governing Body" means the Public Servica Bocard of the Isasuer.

nGovernment Obligations™ means dirsct obligationa of, or obligationa the

principal of and interest on which are gquarantesed by, the Unitad States of
America. : ‘ . :

"Harain" means in this Resclutlen.

n"Holder of the Bond" or any similar term meana any person who shall be the
registered owner of the Bond. . .

nTaguer” or "Public Service Diatrict” means Hardy County Public Service
pistrict, Hardy County, West Virginia, and, where appropriate, also maans the
Governing Body. '

nrattar of Conditions” meansa the Latter of Conditions of the Farmerﬁ Edma
Adminigtration, now known as RECD, successor in interest to the Farmers Hcome
Administration, dated April 8, 1934, and any other amendments thareto.

"Nat Ravenues“'meana the balanca of the gress ravenuas, as defined balow,
remaining after deduction only of Oparating Expensas, as definad below.

"oparating Expenses” meana tha current expenses, pald or accrued, of

cperation and maintenance of tha System and its facilities, and includaea, without

limiting the generality of the foregoing, insurance premiums, malariesa, wages and
administrative aexpenses of the Issuer relating and  chargeabla soclaly to- the
System, the ‘accumulation <f appropriate raserves for chargesa not annually
racurrent but which ara suca as may reasonably be expacted tc be incurred, and
auch other reascnabla operating coata as are normally and regqularly included
. under recaognized accountine practlces, and retention of a sum not to exceed
ene-sixth of the budgetad operating expenses stated above for the current year
as working capital, and language herein requiring payment of operating expenses
meana also retanticn of not to exceed such sum as working capital, provided that
all monthly amortizaticn payments upon the Bonds and into the Reserve Fund and
Depreciation Reserve have been made to the last monthly payment date prior to the
data of such retentlon.

"pProjact” ghall have the meaning stated in Saction 1.02 B. abova.:

spurchaser™, "RECD, acting con behalf of the Rural .Utilities Service,
successor in interest to the Farmers Home Administration”, "Rural Bconemic and
Community Development, acting on behalf of the Rural Gtilitiss Service, successor
in interest to the Farmsrs Home Administration™ or rgovernment” means United
States of America, United Statas Department of Agriculture, Rural Economic and
Community Devaelopment, acting on behalf of the Rural Utilities Service, successor
in intereat to the Farmers Home Adminigtration, and any succesaor thersof.

ngualified Investmenta" means and include any of the following:
(a) Government Obligationa; '

{b} Government Obligations which have peen stripped of their
unmatured lntersst coupons, interest coupona stripped from Government

Obligationa, and raceipts or certificates avidencing payments from’

Government Obligations or interest coupons atripped frocm Government
Obligations; T : '

(=) Bonds, dabenturea, notea or other gvidence of indebtedneas
isauad by any of tha following agencieas: Banks for Cooparativasa; Faderal
Tntermediate Credit Banks; Federal Home Loan Bank Syatem; Export-Import
Bank of the United States; Federal Land Banks; Govarnment National

Mortgage Agssociation; Tennessee Valley Authority; or Washington .

Mgrtropolitan Area Transit Authority;

4
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‘ o (c‘x‘.)~ _Any bond, debentura, note, participation cartificata or other

. similar obligations iasued by tha Federal National Mortgage Rascciation to
the oxtent such obligatica is guarantesed by tha Government Natlional
Mortgage Aaaociation cor issued by any other federal agency and backad by
the full faith and credit of the Unitad States of America;

_ (a) Time accounts (including  accounts evidenced ' by time
certificatss of deposit, time deposits or other aimilar banking

arrangementa) which, to the extent not. insured by the FDIC or Fedaral

Savings and Loan Insurance Corporaticn, shall be sacurad by a pledga of
Govarnment Obligationa, provided, that said Govarnment Obligations pledged
aither must matura as nearly as practicaknla coincident with the maturity
of said time accounts cr must be replaced or increased sc that the market
value thermof- is always at least equal to tha principal amcunt of said
time accounts; ’ .

(£) Money market funds or similar funds whose only assets are
investments of the type described in paragrapha (a) through (@) abova;

{g) Repurchase agreaments, fully sacursd by investments of the
types described in paragrapha (a) through (e) above, with banka or
national banking assocciations which are members of FDIC or with government
bond dealers recognized aa primary dealars by the Federal Reserve Bank of
New York, provided, that said investments  securing sald repurchase
agreements either muat mature as nearly as practicable coincident with the
maturity of said respurchase agreements or muat be replaced or increased so
that the market value therecf is always at least aqual to the princlpal
amount of sald repurchase agreements, and provided further that the holder
of such repurchase agreement shall have a prior perfected aecurity
interast in the collateral thersfor, must have (or its agent must havs)

" poasession of such collateral, and such cellataral muat be frae of all
claims by third parties;

(h} ' The West Virginia "conaolidated fund" managed by the West
Virginia Stata Board of Investments pursuant to Chaptar 12, Articls &6, of
the Weat Virginia Code of 1931, asa amanded; and

{1) obligations of states oz political gubdiviaions or agsancies’
thereef, the interest on which ia axcluded from gross incoma for federal
income tax purpoeas, and which are rated at least "A" by Moody's inveetors
Service, inc. or Standard & Poor's Corperatiocn.

"Reglatrar" or "Bond Reglistrar" means the Issuer which usually ahall act
by ita Secrstary. ‘ -

"Resclution” means this Resolution and all resolutions supplemental hereto.

#1988 Resolution" means the resclution providing for the 1588 Bond, adopted
Octobar 19, 1983, as amended by resclution adopted March 15, 1989. .

"1990 Rasolution” means the resolution providing for the 1990 Bond, adopted
July 12, 1990. :

n1993 Resolution" means the resolution providing for the 1933 Bond, adopted
June 7, 1993. -

"Revenuea" or "gross revenues” means all rates, rents, fees, charges or
other income received ty the lssuer, or accruad to ths Isauer or any department,
beard, agency or instrumentality thereof in control of the management and
operation of the System, frcm the operation of the System, and all parts thereof,
all as calculated in acccrdance with sound accounting principles. ‘



"Secretary" meana the Secratary of the Governing Body. -
nSystem” means the Project initially, and all existing wata iliti

ownad by tha Iaguer and all Facilitles andycther property of gavary f:aiiiil-g;:i
or personal, now or hereaftsr acgquizsd and/or cwned,-held or used in connection
with the Systam, ipcludiqg mains, hydrants, meters, valves, standpipes, storage
tanks, pump tanka, pumping stations, intakas, wells, impounding reservoirs,

pumps, machinery, purification planta, softaning apparatus and all cther
facilitiss necessary, appropriate, useful, conveniant or incidental in connection
with or to a public watar systaem; and shall also include any and all additions,
extensilona, improvement3s, raplacaments, properties or other facllitiaa at an;
;Lm? at:cq\:.j.red or conatructed for said water system after completion of the

roject. : _ .

"Tap Feea" meana the feas, if any, paid by pfoapectiva customars of the
system in order to connect thereto.

Words imperting singular number shall include the plural number in each
case and vice versa, and words importing persons shall include firma and
corporations; words importing tha masculine, feminine or neuter gendars shall
include any other gender; and any requlrement for executlon, sealing and/or
attestation of the Bonds or any certificate or other document by the Secretary
shall mean that such Bond certificata or other documant may be exscutad, saalad
and/or attestad by an Acting Secretary.

ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acguisition and Construction of the
project. There is hersby authorizaed the acquisition and constructiocn of the
_ Brojeck, at an estimatad cost of $1,410,000 in accordances with the plans and
specifications which have been prepared by the Consulting Engineers, heretofore
filed in the office of tha Govarning Body. The proceaeds of the Bonds hereby
authorized shall be applied as provided in Article V heraot.

ARTICLE II1

AUTHORIZATION, TERMS, EXECUTION, REGIST?ATION
AND ISSUANCE OF BCND

Section 3.01. Authorization of Bond. Subject and pursuant to the
provisione hereoctf, the Bonds of the Iasuer to be known a3 "Hardy County Public
Service District Water  Revenua Bond (Phase III), Seriaes 1995A" in the principal
amount of $320,000, are hexeby authorized to be issued for the purpose of
financing .a portion of thea cost of tha conatruction and acguisition of the
Project. ’ : ‘

Saction 3.02. Description of Hond. . The Bond shall be issued as .a
single registered form, §o. AR-1, and shall be datsd on the date of delivery.
The Bond shall bear interest from data, payable monthly at a maximum rate of four
and ope half percent (4.50%) per annum or auch lower rate that RECD, formerly
FmHA, will make available at cloeing, and shall be gold for the par value thereof
but in no event greatsr than four and cne half percent (4.503) per annum.

The Bond shall be subject to prespayment of acheduled monthly installmants,
or any portion thersof, at the option of the Iasusr and shall be payable as
provided in the Bond form hereinafter set forth.



The Bopd shall be subject to prepayment of schaduled monthly installmentsa
or any porticn thereof, at th9 option of +tha Iasuar and shall ba payabla a;
providad in the Bond form hersinafter aset forth. ’

Section 3.03. Execution of Bond. The Bond shall be exscutad in the
name of the Igsuer by the Chairman and ita corporate seal shall be affixed
thereto and attessted by the Sacretary, and the Chairman and the Secrstary are
hereby authorized to exscute the Bond and such othar documents as are necesaary-
o finalize this transaction. In case any one or mors of the officers who shall
have signed or sealed tha sond  shall cease to ba such officer of the Issuar
befora the Bond sc signed and sealed have been actually scld and delivered, such
Bond may nevertheless be sold and delivered as heraln provided and may be isaued -
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 Iasuer by such person
as at the actual time of the exacution of such Bond shall hold tha proper offica
in the Issuer, although at the date of such Bond such person may not have held
guch office or may not have besn 80 authorized,

Saction 3.04. Negotiability, Registration, Tranafar and Exchange of
Bond. The Bond shall be and have all the gualities and cidenta of negotiablae
Thatruments under the Unifcrm Commercial Code of the State of West Virginia, but
the Bond may only be transferred by tranafer of the registration therecf upon the
books required to be kept pursuant to Section 3.05 herecf, by the party in whose
name it is registered, in perscmn or by attormey duly authorized in writing, upon
surrender of the Bond for cancsallation, accocmpanied by delivery of a written
instrument of transfsr, duly exscuted in a form acceptabla to the Registrar. No
interest in the Bond shall ba transferable axcept by means of transfer of
registration of a Bond representing such intarest and delivery of a new Bond or
Bonds in exchange therefor in accordance with this Bond Rasolution. T

Whenever the Bond shall be surraendered for regiatration of transfer, the
Issuer shall execute and deliver a new Bond or Bonda in authorized dencminations,
. for a like aggregate principal amount. The Registrar shall require the payment
by the new owner requasting guch transfer of any tax or octhar governmental charge
required to be pald with respect to such transfer, but the Iassuer shall pay any

other expenses incurred by the Registrar with respect to such transfer.

No registration of transfar of the Bond shall be permittad to be made after
the 15th day next preceding any installment payment date on that Bond. '

section 3.05. Registrar. The Iasuer ahall ba the Bond Registrar and
- will keep or causae to ba kept Dy ita agent at its office, sufficient books for
the registration and tranafer ol the Bend, and upon pregentation for such
purpoase, the Reglatrar shall, under such reasonabla ragulations as it may
prescribe, register the Bond initially igsued pursuant hereto and register the
tranafer, or cause to be registered by its agant, on such books, tha transfer of
tHa Bonds as hereinbefore provided. '

. The Registrar shall accept the Bond for registration or transafer only if
gwnership thersof is to be registarad jn the name of an individual (including
joint ownaership), a corporaticn, a partnership or a trust, and only upen receipt
of the social security number of each individual, the federal employer
identification number of each corporation or partnership or social sacurity
numbers of tha settlor and beneficiaries of each trust and the name of the
trustes of each trust and/or such other identifying number and information as may
be required by law. '

SQCtLdn 3.C6. Bond Mutilatsd, Destroyed, Stolen or Lost. In case tpe
‘Bond shall become mutilated or be deatroyed, atalen or fost, tha Iasuar may in
its dimscretion issue and daliver a new Bopnd of like tanor as the Bond 80

mutilated, deatroyed, atolen or lost, in exchanga and gubatitution for such
nutilated Bond or in lieu of and substituticn for +he Bond destroyed, stolen or



jost, and upon the holder's furnishing the Issuer proof of his, her or lts
ownership thersof and complying with such other rsasenable regulationa and
conditions aa the Issuer may require. The Bond s¢ surrendarad ghall be cancelad
and held for the account of tha Issuer. If the Bond shall have matured or be
about to matursa, instead of issuing a substitute Bond the Issuer may pay the
aame, and if guch Bond be deatroyed, stolen ar loat, without surrender thersof.

Section 3.07. Bond Secursd by Pledge of Revenues. The payment of the-
debt sarvica of tha Bond shall be sacured forthwith by a parity lian with the

1983 Bond, the 1990 Bond, the 1993 Bond and the 19958 Seriea Bond con the net

revenuea derived from the System in additiocn to the statutory mortgaga lian on .

the System hereinafter provided for. The net ravanues derived from the System
in an amount sufficiant to pay the principal of and interest on the Boad, and to
make the payments 2s hereinafter provided, ara-harsby irrevocably pledged to the
payment of the principal of and intarsst on the Bond as the same beccoma dus.

sacticn 3.08. Form of Bond. Subjaect to the provisicns hereof, tha taxt
of the Bond and the other details therecf shall be of substantially the following
tepor, with such cmissions, insertiona and variationa as may be authorized or
permitted hereby or any: supplemeantal resolution adopted aftar the data of
adoption hereof and prior tc the issuance theract:



{FGRM OF BCOND)

$320,000
HARDY COUNTY PUBLIC SERVICE DISTRICT
TAYASLE WATER REVENUE BOND (PHASE III),
SERIZS 1995a

No. AR-1l ' o , - ) Data: December 18, 1595 .

FOR VALUE RECEIVED, the HARDY COUNTY PUBLIC SERVICE DISTRICT, a public
service district created pursuant to the Act by an order issued by Tha County
Commission of Hardy County, in Harxdy County of said .Stata (her=in called N
nIgguer"), hereby promises to pay to the order of the United States of America
(the "Government"), or its ragistered assigns at its Naticnal Financa Offlce, st.
Louis, Missouri 63103, or at such other place as the Government may hereafter
designate in writing, the principal sum of Three Bundred Twenty Thousand and
00/100 Dollars, plus interest on the unpaid principal balance at the rate of four
and one half percent (4.50%) per annum. The said principal and interest shall
ke wvaid in the following installments on the following dates: Monthly
installments of interest anly, commencing on the 30th day following delivery ot
the Bond and continuing on the correaponding day of each month for. thea first
twenty-four (24) montha after the date hereof, and $1,469.00 covering principal
and interest, thereafter on said correaponding day of each month, except that the
final inatallment shall be paid at the and of forty (40) years from the date of
this Band, and excapt that prepayments may ba made as provided hereinbalow. The
consideration herefor shall sSupport any agreement modifying the foregoing
achedule of payments. . . :

1f the total amcunt of the loan is not advanced at tha time of loan
cloaing, the loan shall be advanced to Issuar as requeated by Issuer.and approved -
by the Government, and intersst shall accrue on the amount of each advance from
itas actual date as shown on the Record of Advances attached hereto and made a
part hereoct. S : .

Every payment made on any indebtedness evidenced by this Bond shall be
applied firsat to intereat ccmputed to the effective date of the payment and then
" to the principal. . :

Pregpaymenta of scheduled installments, or any portion thereof, may be made
at any time at the option of Issuer. Refunds and extra payments, 2s defined in
the regulations of the Rural Economic and Community Development, 3uccassor in
interest:  tao tha Farmers Home Administration, according to the source of funds
involved, shall, after payment of intarest, be applied to the installments last
to become due under this Bond and shall not affect the obligatien of Iasuer to
pay the remaining installments a3s scheduled hereln. :

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

while this Bond 1ls held by an insured lender, prepayments as above
authorized made by Iasuer may, at the option of the Gavernment, 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 baaia. The effective date of every payment
made by Issuer, except payments retained and remitted by the Government on an
annual installment due date basis, ghall be the date of the United States
Treasury check by which the Government remits. the payment to the halder. The
effective date ¢f any prepayment retained and remitted by the Government to the
holder on an annual installment due data basis shall be the date pf the
prepayment by Issuer, and the Government will pay the interest to which the



©

nolder 13 entitled accruing betwsen the aeffactive dates of any such prapa
the data of the Treasury check to the holder. prapayment and

Any amcunt advanced or expaended by the Government for the collection hereos
or to preserve or protact any security hersefor, or otherwise undsr the terma of
any security or other instrument executed in connaction with the loan -evidenced
heraby, at the option of the Government shall become a part of and bear interest
at tha same rate as the principal of the debt evidenced hersby and be immediately
due and payable by Issuer to the Government without demand. Issuer agrees to use
the loan evidenced hereby solely for purposes authorized by tha Government.

Issuer hereby certifies that it is unabla to obtain asufficient credit
alsewhere to finance its actual needs at rsascnable rates and terma, taking into
consideration prevalling privata and cocperative rates and tsrma in or near its
community for loana for aimilar purposes and pericdas of time.

This Bond, together with any additional bonda ranking on a parity herewith
which may be issued and ocutstanding for the purpose of providing fundas for
financing costs of construction of improvements to a water aystem (the "System") -
of the Issuer, is payable sclely from the ravenuaes to be darived from the
oparation of the System after there have been first paid from such revenues the
reasonabla current costa of operaticn .and maintananca of the System. Thia Bond
doea not in any manner conatituta an indebtedneass of the Issuer within the
meaning of any constitutional or statutory provision or limitation.

Regigtration of +his Bond is transferable by the registered ocwner herescf
in persen or by his, her or its attorney duly authorized in writing, at the
offica of the Issuer, as Bond Registrar, but only in the manner, subject to the
limitations and upon payment of tha charges, if any, provided in the harein

" defined Bond Lagislation, and upon surrender and cancellation of thia Bond. Upon

guch transfer a new Bond or Bonds, of authorized dencmination or denominations,
for the like principal amount, will be issued to the transferse in exchange

. herefor.

This Bond, under the provisions of the Act, is and has all the qualities
and incidents of a negotiabla instrument under tha Uniform Commercial Code of the
Stats of West Virginia, but may only be transferred by transfer of reglastration
herecf with the Bond Ragistrar.

This Bond has been issued under and in full compliance with the

Constitution and statutes of the State of West Virginia, including, among others,

Article 13A of Chaptar 16 of the West virginia Code (herein called the "Act"}.

If at any time Lt shall appear to the Govarmment that Iasuer may be able
to cbtain a loan from a responsible cooperative or private credit aourcs at
reasonable rates and terms for loans for similar purposes and perioda of time,
Issuer will, at the ¢overnment's request, apply for and accept asuch loan in
gufficient amount to repay the Government, ' ‘

This Bond is given as evidence of a loan to Igsuer made or insured by th
Government pursuant to the Consolidatad Farmers Home Rural pevelopmant Act, as
amended. This Bond shall oe subject to the regulations of the Rural Economic
Community Developmant, succeasor in interast to the Farmers Home Administration,
and to its futurs regulations not inconsistent with the axprassd provisions
herectf . '

THIS BOND IS ON A PARITY AS TO LIEN AND SOURCE OF PAYMENT WITH THE WATER
REVENUE SOND, SERIES 1388, WATER REVENUE BOND, SERIES 1990, WATEZR SYSTEM REVENUE
BOND, SERIES 1993 AND TAXABLE WATER REVENUE BOND (WARDENSVILLE EXTENSION), SERIES
13958 OF THE ISSUER DESCRISED IN THE RESOLUTIONS ISSUED WITH RESPECT TO EACH
SERIES.

10
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The initial address of chernmeﬁt for purposaes of bond ragistration is P.O.
i Box 678, Morgantown, WV 255055

IN WITNZSS WHEREO?, the HARDY COUNTY PUBLIC SERVICE DISTRICT has caused

+this Bond to be executed by its Chairman and its corrorate seal to be hereunto
affixad or imprinted herson and atteated by its Secretary, all as of the data
‘haereinabove written. . ] ‘

'HARDY COUNTY PUEiIC SERVICE DISTRICT

{SEAL)
. - By:
- . Chalrman

P.0O. Box 209
Moorefiald, WV 26936

ATTEST:

By

Saecratary

bt - | 11



(Fofm of)

RECORD OF ADVANCES

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

{Form of Auaignméht)

ASSIGHMENT
FOR VALUE RECEIVED the undersigned salls, agsigns, and tranafers unto

the within Bond ‘and does hereby irrevocably conatitute and appoint

) , Attorney to transfer tha said Bond on
the Gooka kept for reglistration of the within Bond of the said Issuer with full
power of substituticn in the premises.

DATED: .

In the praaenca'c£=

12
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ARTICLE IV
INTERIM CONMSTRUCTICN FINANCING

Section 4.01. Authorizatieon and General Terms. In order to pay cartain
costs of tha Project pending receipt of the gross proceeds of the Bond, the
Iasuer may issue and sell its Note or Notas (the "Notes”), in an aggragate -
principal amount not o axceed $320,000. The NHotes may be izsaued as evidence of
a line of cradit from a commercial bank or other lendar, at the discratien of tha
Issuer, and as shall be set forth in a reaolution supplemental herato. Tha Notaa
shall bear intsrest from the date or .datas, at such rate or ratesa, payable on
such dats or dates and shall mature on such date or datas and be subject to such
prepayment or redengpticn, all as provided in the supplemental resoclution.

Section 4.02. Tarma of and Security for Notas. The Notes, if isaued,
ghall ke issued with such tarms and sBecursed in the mannar sat forth in a
pupplemental resolution. : ‘ .

Section 4.03. Notes are Special Obligations. Tha Notss shall be
apecial obligations of the Iasuer payabla as to principal and intarest golely
from tha procseds of the Bond, grant proceeds, surplus ravenues, lettar of credit
proceeds, if any, and other sourcas. The Notes do not and shall not constitute
an indebtedness of the Issuer within the meaning of any constituticnal or
statutory provisiona. The general funda of the Isauer are not liable and neither
tha full falth and cradit nor the taxing power, if any, of the Issuer is pledged
for the payment of the Notes. The holdera of the Notas shall never have the
right to compel the forfaitura of any proparty of the Tasuer. Tha Notes ahall
not be a debt of the Issuer, nor a legal or equitabla pladge, charge, lien or
encumbrance upen any property of the Issuexr or upon any of ita income, raceipts
or revenues except as set forth in tha supplemental resolution. |

Saction 4.04.. ~ Bxecution of Documenta. The Notas, Credit Agreement and

- any other documents requlred to be executed by the cocmmercial bank or other

lender shall be executed in the name of the Issuer by the Chalrman, and tkhe
Chairman and Secretary are hersby authorized to exacute any Note, Notess, Credit
Agreement or any other documents necessary to securs the interim financing.
ARTICLE V
°  REVENUES AND APPLICATION THEREOF; -
DISPOSITION OF BOND PRCCEEDS; FUNDS AND ACCOUNTS

Section 5.01. fatablishment of Punda and Accounta with Denoaiﬁcﬂ‘ Bank.

The following special funds or accounts ara craatad and established with {or

continued if previcusly eatablished by the 1988 Resoluticn) and shall be held by

tha Depository Bank, geparata, distinct and apart from all other funds or
accounts of the Depcsitory Bank and from each other: .

(1) Revenuae Fund (established by the 1988 Resolution and continued °
hersby; : . .

l (2) 1995A Project Construction Accountj

(3) Reserve Fund (establishad by the 1988 Resolution and continued
‘heraby};

(4) Depreciation Reserve {established by the 1988 R2saolution and
o continued hsreby); and ‘ : ‘

(5) Sinking Pund.



Saction 5.02. Bond Proc=zeds; 1995A Proja2ct Conatruction Account: Aall
poneys recsived from the sale of the Bond shall be depoaitad on recelpt by the
Tssuer in the Depository Bank, a member of Federal Deposit Ingsurancs Coryoration
(FDIC), in a special account hersby now establishad and designatad'as "3$320,000
Hardy County Public Service District Water Systeam Conastruction Account (Pﬁase'
III)" (herein callad the "1995A Preojact Construction Account”). Tha moneys in-
the 1995A Project Construction Account  in exceass of the amount insured by FDIC
shall ba secured at all timesa by such bank by Becuritiss or in a manner lawful
for the securing of deposits of stata and municipal funds under West Virginia
law. Monays in the 19954 Project Construction Account shall be expended by the
Issuer solaly for the purposes provided harein. : )

Until ccompletion of the conatruction of the Project, the Iasuer will’
transfer from the 1995A Project Congtructicn Account and pay to the Purchaser on
or befors tha dua date, such suma as shall be from time to time rsquired to maks
the monthly installment payments on the Bond iLf thera are not sufficlent Net
Revenues to make such monthly payment .

1f tha Issuar shall determine at any time that all funda on deposit in the
15952 Project Construction Account axceed the astimatad digbursements on account
of the Project for the ensuing ninety (90) daya, tha Issuer may invest such
excesa funda in Qualified Investmenta. ‘

Pending application as provided in this secticn 5.02, money and funds in
the 1995A Project Constructlon Account shall be investad and rainveatad at the
direction of the Issuer, to the extent poasible in accordanca with applicable
law, in Qualifisd Investments.

When construction cf the Projact has been completed and all coats thersof
have been paid or provision for such payment haa been made, any balance remaining
in the 1995A Project Construction Account shall be dispoasad of in accordanca with
the regulations of the Purchaser.

Section 5.03. Covenants of the Iasuer aa to Revenues and Funds. So
long as any of the Bonda shall be outatanding and unpaid, or until thers shall
have been set apart in the Reserve Fund a sum sufficient to pay, when due or at
the earliest practical prepayment date, the entirs principal of the Bonds
remaining unpaid, together with interest accrued and to accrua thereon, the
Tasuer further covanants with the holdar of the Bond a3 followsa:

{a) . Revenue Fund. Tha entira Gross Ravenuas derived from the operation
of tha System, and all parts therecf, and all Tap Fees raceivad, shall be
deposited as collacted by the Issuar in a special fund in a bank or trust ccmpany
in the Stata of West Virginia which is a membar of FDIC, which Fund, known a3 tha
wRavenue Fund"” originally established under the 1983 Rasolution and which is
hereby continued hereunder with tha Dapository Bank. The Ravenus Fund shall
conatitute a trust fund for the purposes provided harein and shall be kept
separate and distlinct frem all other funds of the lsauer and used only for the
purposes and in the manner provided herein. : .

{B). Dispoaition of Revanues. All Revenues at any time on depaslt in the
Ravenue Fund shall be disposad of only in the following order and priority
subject to the provisions of section 4.04 of the 1588 Rasolution not otherwise
modified herein:

(1) The Isauer ashall firat each month pay from the monays in the Revenue
Fund all current Operating Exgenses. : .

(2) The Issuer shall next, each month, on or befors the due date of
payment of each jpatallment on the Bonda, transfer from the Ravanue Fund and
remit to thsa National Finance Office designated in the Bond (or such other placs
ag may be providaed pursuant to the Bond), the amount raqulired to pay tha intarest
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on the Bonds, and to amortize the principal of the EBondsa over the raacective
1ivas of sach Bond issua. All payments with raspect to principal of and intarast
on the Bonds shall be made on an equal pro rata baais in accordancs with the
respactiva.aggregats principal amounts thaersof ocutsztanding and on a parity with
each other. Thers is hersby created a ainking fund at the Depcaitdry Bank into -
which tha Issuar shall daposit sufficient amounts from the Revenue Fund to pay
the inter=st on the Bonds and to amortizs the principal of the Bonds over the
remaining raespective lives of each Bond issud. BAs long as the Government cwnsg
thae Honds, such deposita can be replacad by the remittancas described above.

D) The Issuer shall next, on each date that payment is made as set forth -
in (2) above, tranafer from the Ravenua und and ramit to tha Depository Bank for
deposit in the Resexve Fund, 1/12th of 1/10th of the amount, as of the data of
calculation, equal to the maximum aggragata amount of principal and interest
which will become due on the Bonda in any year, untll the amount in the Ragerve
Fund equala such maximum amount {the "Reserva Requirement™). After tha Rasezrve
Requirement has been accunulatad in the Resarve Pund, the Iasuer 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 tha Syastem, as shall be required to maintain
the Reserva Requirement. Moneys in the Reserve und not raquired te be
transferr=ad to the Earnings Fund pursuant to Saction 4.04 of the 1988 Remscluticn
shall be used solely toc make up any deficiency for monthly paymants of the
principal of and intezest on the Hondas to said Naticnal Finance Office {or othexr -
place provided) as ths sama shall become dua or for prapayment of ingtallmentsa
on the Bonds, or for mandatoery preapayment of the Bonds as hereinafter provided,
and for no othar puryose, on an equal pro rata basis in accordanca with the’
reapective aggregate principal amounts thereof cutstanding and on a parity with
g@ach other. ' -

(4) The Issuer shall next, on a@ach date that payment is made as sat forth
in (2) above, transfer frcm the Ravenue Pund and deposit in the Depraciation-
" Ramerve, the monays remalning in tha Ravenua Pund and not permitted to be
retained therein, until thers has keen accumulated in the Dapreclation Resarve
the aggregata sum of $3§,650, and thersaftar such suma as shall be rsquirad to
maintaim such amount t:ere=in. Moneys in the Depreciation Reserve, other than any
gum or sums required to be transfarred to the Earnings Pund purauant to Section
4.04 of the 1988 Reaolution, shall be used first to maks up any deficisncies for
monthly payments of principal of and interest on the Bonds as the same become
- due, and next to reatora to the Resarve Fund any sum Or 3Jums transfarrad

- therefrom other than pursuant to Section 4.04 of the 1988 Reaclution, all on a
pro rata basis. Thereaftar, and provided that payments into the Resarva Fund ara
current and in accordance with the foregoing provisions, moneys in the
Depreciation Resexve, othex than any sum or sums required to be transfezred to
the Earnings PFund pursuant to Secticn 4.04 of the 1983 Resolution, may be
withdrawn by the Issuer and used for extraordinary repairs and for replacements
of equipment and improvemants for the System, or any part thereoci.

{5) After all the foregoing provisions for use of moneys in the Revenu2
Fund have been fully complied with, moneys remaining therein and not permitted
tc be retained therain, if any ("Surplus Revenuesa'), may be used to prepay
installments of the Bonds, pro rata, or for any lawful purpose.

Whenaver tha monay in the Reserve Fund (other than moneys requlrad to be
transferrad to the Earninga Fund pursuant to Section 4.04 of the 1988 Rasolution)
shall be sufficient to prapay the Bonda in full, it shall be the mandatory duty
of the Issuer, anything to the contrary herein notwithstanding, to prapay the
Bonds at the earliest pracsical dats and ln accordancs with applicable provisions
hereof.

The Depository Bank is hereby designated a3 the FPiscal Agent for the
administration of the Reserve Fund and the Depreciation Radervea, hersin provided,
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and all amounts raquired for the Ragerve Fund and tha Depreciation Reservs will
be depocsited therain by the Issuar upon transfars of funda from the Revamue Fund
at the times provided hsraina, togsthsr with written advics stating the amount
remitted for depcsit into each such fund.

all the funda provided for in this Section, except with reapect to the
Rebats Fund and Zxzcas83a Tavestment Earnings {as dafined in the 1933 Rasolution)
ia the Earnings Fund, which ashall be held for rabata to the Unitad Statas free -
from any such lian or trust, shall constituta trust funds and shall be used only
for the purpozes and in the ordar provided hermin, and until so used, the
Purchaser shall have a lien thereon (other than such Bxcess Investmant‘zar%inga
in the Earnings Fund and the Rebata Pund as aforesaid) for further securingﬂ'
payment of thae Bonds and the intarest thereon, but tha Depository Bank shall not
ba a trustee as to such funds. It ia to be understooad that all funds in the
Rebate Fund shall be held free and clear of any such lien or tzust and shall only
be used for the purposes sekt forth in the 13383 Resclution notwithstanding
anything else herein to the contrary. . :

If on any payment date the Revenues are ingufficient to maka the paymenta
and transfoars as hareinabovae providad, tha deficiancy shall ba made up in tha
gubsaquent payments and transfars in addition to those which would otherwize be
requirad to be mada on tha subgequent payment datsad.

Subject to the 1988 Rasolution, tha Depository Bank, at tha direction of
the Issuer, shall ksep the moneys in the Reserve Fund and the Depreciation
Regserve invested and reinvested to the fullest axtant possible in accordanca with
applicable law, and tc the extant practicabls, in Qualifiad Investments having
maturities consonant with the required use theracf. Investments in any fund or
‘account under this Bord Resolutiocn shall, unless cthexrwise provided herein or
raquired by law, be valued at the lower of cost or the then currant market value,
_or at the redemption price thaereof if then redeemable at the option of the
holder, including valua of accrued interast and giving affect to the amortization
. of discount, or at par if such investment is hald by the nconsolidated fund”
managed- by the West Virginia State Board of Invegtments. Any investment shall
be held in and at all times deemed a part of the fund or account in which such
moneys ware originally held, and interest accruing therson and any profit or loas
realized from such investment shall be creditad or charged to the appropriate
fund or account. : ) : '

{C) change of Deposito Agent and Flacal ant . Tha Iassuer may
designate anothar bank or trust company insured by FDIC as Flacal Agent and
Depository Bank if the aforasaid Bank should cease for any reason to sarve or if
the Governing Bedy detsrmines by ordinanca that said Bank or its succaasor should
no longer serve as Fiscal Agent or Depository Bank. Upen any such change, the
Governing Body will causae notice of the change to be sent by raglsterad ox
certified mail to the Purchaser.

‘ (D) User Contracta. The Iasuar shall, prior %o delivery of the. Bonds,

provida gvldence That thare will be 117 bona fide users of the proposed System
whan the extsnsion of the System is completad and placed in operation, and must
obtain user agraements and the user contribution from each new user and depesit
in' the 1995A Project construction Account all such new user contributions
collected. : '

(=) Charges_and Fees. The Issuer shall remit from the Revenua Fund to
the Depository Bank auch additional sums as shall be neceasary to pay the charges
and fees of the Dapository Bank then dua. :

(F) Investment of Excess Balances. The moneys Ln exceds of ths sum

R e e T ], DY ] , :
insured by the max_mum amounts insured by FDIC in any of such funds or accounts
shall at all times be secured, to the full extent thersof 1in excess of auch
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insured sum, in a lawful manner for securing deposits of. stat: and munici
funds. under the laws of the State. ' e _ icipal

()’ Remittances. All remittances made by the Issuer to the Depcsifory
Bank shall claarly identify the fund or account into which each amcunt 13 to be
deposgitad. ,

(H) Groas Revenuss. The Grosa Revenues of the Systam shall only be uaed-
for purposes of the Systam. ' .

ARTICLE VI
GENERAL COVENANTS

Section 6.01. . Ganaral Statement. So leng as tha Bonda shall be
outstanding and unpaid, or until thers shall have been sat apart in the Reserve
Pund a sum sufficient to prepay the entire principal of tha Bonda remaining
unpaid, together with intersat accrued. and to accrue therson to the data of
prapayment, the covenants and agreements contained herain shall be and constituta
valid and lagally binding covenanta between the Iasuer and tha Purchaser.

Section 65.02. Rates. The Issuer will, in the manner provided in the
Act, fix and coilact sSucn ralda, - sfd=s 3L othar chargss 2oz tia sazvizas and
facilitiss of the System, and revise the same from tims to time whenevex
necessary, as will always provida ravenues in each fiscal year sufficlent to
produce net revenues equal to not less than one hundread tan percant (110%)
percent of tha annual debt gervice on the Bond and to maka the payments requirad
haerein intc the Reserve Ffund and all the necessary expanaesn of orerating and
maintaining the System during such fiscal year and such rates, fses and other
charges shall not be reduced so as to be ingufficlent to provide adequats
. revenues for such purpcsed. .

. Section 6.03. Sala of tha System. The Syatem will not be sold without
the prior writtasn consent of the Purchaser ao long as the Bond is outstanding.
Such consent will provide for disposition of the proceeda of any Buch salae.

Saction 6.04. Iasuance of Additional Paritg Bonds or Obli%ations. No
additional parity bonds or cbligaticna pay @ out of the ravsnueds of the System
or any part theresof shall ba issued after the issuance of the Bond pursuant

heretc excspt with the prior written consent of the Purchaser or tha than holder
of or Trustee or agent for the holder of the Bond. .

Section 6.05. Insurante and Bond. The Iasasuer hereby covenants and
agrees that it will, as an expense oF construction, operation and maintenancs of
the System, procure, CAITY and maintain, so long as the Bond remaina outatanding,
insurance with a reputable insurance carrier or carriers covering the following
risks and in the following amounts:

(a) Real Property Insurancs, to be procured upon acceptance of any parc
of the Project from tha contractor, and immediately upon any portion of the
Systam now in use, on all above-ground atructures of the System in an amount
equal to the full insurable value therecf. In the event of any damage to cr
dastruction of any portion of the System, the Isgsuer will promptly arrange for
the application of the insurance procaeds for the repalr or raconstruqtion of
such damaged or destroyed portion. The Issuar will itself, or will require each
contractor and subcontractor to, obtain and maintain builder's risk inauranca to
. protect the interests of tha Issuer during construction of the Projact in the
full insurable value thereof. - . :
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{(®) public Liability Insuranca, with limits of not lsss than $500,000 for
cne or mor= perzons injured or kXilled in one accident to protact the Issuer from
claims for bodily injury and/or death, and nct less than $200,000 to protact the
Iaguer from claims for damage to property of others which may arisa from the
operation of the Systasm, such insurance to be procured not latar than the data
of delivary of the Bords. ,

(¢) . Vehicular Public Liability Insuranca, in the evant the Isauar owns
or operatsa any vehicle in the operation of the System, or in the event that any
vehicle not owned by the Issuer ia operated at any timae or times for tha benefit
of the Issuer, with limita of not less than $3500,000 for one or more persons
injured or killed in one accident toc protect the Issuar frcm ¢lajma for bodily :
injury and/or death, and not less than $200,000 to protect the Iasuer from claims
for damage to property of others which may ariaze from such operation of vehiclas
guch insuranca to be procured prior to acquisition or cocmmencement of operatioﬁ
of any such vehicle for the Issuer. ‘ : ' :

(d) Workara' Compenasation Cavera%e for all Bumployees of the Town Eligibla
" Tharefor and Performance and Pavyment Bondsa, suc onds to bea in the amounts o
one hundred percent (100%) of the constructlion contract, will be required of each
prime contractor, and such payment bonda will be filad with the Clark of the
County Commisgaion of Hardy County prior to commancement of conatruction of the
Project in compliance with West Virginia Code Section 38-2-39. Workers' ;
compensation inauranca will be maintained as raquirad by the laws of tha State
of West Virginia. : : :

- {e) Fidelity Bonds will be provided aa to evary member of the Governing
Body and every Sfflcer and employae of tha PSD having cusatody of the Revenua Fund
or of any revenues or othar funds of the Systam in an amcunt at. least aqual %o
the total annual dabt servics raquiramants for all outatanding RECD, formerly
FmHA, loans. '

(£) Flocd Insuranca to be procurad, to the axtant availabls at reascnablse
cost to thea Isauer. i

(g} providad, howaver, and in lieu of and notwithatanding the foregoing
provisions of this Saction, during construction of the Project and so long as the
Bood 18 cutstanding, the Issuer will carry {nsurance and bonda or cause insurance
and bonda to ba carried for the protection of ths Isauer, 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 inaurancas

.carriers or bonding companies acceptable to the Purchaser.

- Section 6.06. Statutory Mortgage. For the further protection of the
holder of the Bond, a atatutory mortgage lien ugon the System is granted and
created by tha Act, which statutory mortgage lien is hereby recognized and
declared to be valid and binding and shall taka effaect immediatsly upon delivery
of the Bond. '

Saction 6§.07. gvents of Default. Bach of the following aventa is
hereby declarad an "Event of Daiau " . ,

(A) Failure to make payment of any monthly amortization inatallment at
tha date specifisd for payment tharsof and/or; :

(B) Failura duly and punctually to chsaerva or Trerform any of the
covenants, conditions and agreementa on the part of the Issuer contained ig the
Bond or hersin, or violation of or failura to observa any provision of any
pertinent law or of this Bond Rasclutien. ’

Section 6.083. Enforcement. Upon the happening of any Event of Default
spacified above, then, ind in every such case, tha Purchassr may proceed‘to
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protact and enforcs ita rights by an appropriata action in any court of comgpetant
jurisdict;cn, either for tha specific cerformancs of any covenant or agresement
or execution of any power, or for the enforcement of any proper lagal q;

equitabls remedy as shall be deemed moat affectual to protact and enforcs such

rights and shall have all rights prescrited by the Act, W.Va. Ccda and other
applicabla law. '

Upon applicaticn by the Purchasar, such court may, upon proef of asuch
default, appoint a receiver for the affairs of the I3suer and tha 5y3tam.' Tha
Racaiver 50 appointed shall administar tha Syatem on behalf of the Issuar, shall
exerciae all the rights and powers of the Iaauer with respect to the Systam, -
shall . procsed under the direction of ‘tha court to obtain authorization té
increase rates and charges of tha Systam, and ahall have the power to collect and
receive all revanues and apply the sama in such mannar aa the court may dirsect.

Saction 6.09.  Fiscal Yaar; Budget. Whila tha Bond i3 outstanding and
unpaid and to the extant not now prohibited by law, the Syatem shall be oparatad
and maintained on a £iacal year basis commencing on July 1 of aeach ysar and
ending.on tha following June 30, which periocd shall alac constituta the budget
year for the operation and maintenanca of the System. Not later than thirty (30)

"days prior to tha beginning of each fiscal year, the Iasuer agreeas to adopt an

annual Budget for the ensuing year, and no expenditures for operation aad
maintenance axpenses of the System in excess of the Annual Budget shall ba made
during such fiscal year unlaas unanimously authorized and diracted by the
Governing Body. Copies of each Annual Budget shall be daliver=d to the Purchaser
by the beginning of sach fiscal year. i :

If for any reason the Issuer ahall not have adopted an Annual Budget before
the first day of any fiscal year, it shall adopt a Budgat of Current Expensas
#from month to meonth until the adoption of an Annual Budget; provided, however,

_that ‘no such monthly budgat shall exceed the budget for the corresponding month
" in the year next praceding by more than ten percent (10%); and provided further,

that adoption of a Budget of Current Expensas shall not conatitute complianca
with the covenant to adopt an Annual Budget unlass failura to adopt an Annual
Budget be for a reason beyond the control of the Isauaer. Bach such Budget of
Current Expenses shall be mailed immediataly to the Purchasez. :

Section 6.10. Comcensation of Membars of Governing Bedy. The Iasuer
hersby covenants and agrees that no Compansation for pollcy direction shall be
paid to the members of the Govarning Body in excssa of the amcunt permittad by
the Act. Payment of any cocmpensation to any guch member for policy direction
shall not be mada if such payment would cause the Net Revenues to fall below the
amount regquired to meet all payments provided for herein, nor whan there is
default in the performance of or compliance with any covenant or provisicn
hereotf. - : ‘

Section 6.11. Covenant to Proceed and Com leta. The Issuer heresby
covenants to proceed as promptly as possible with the conatruction of the Projsct
to completion thersof in accordance with the plans and specifications preparad

by the Consulting Engineer and on fils with the Secrstary on tha data of adoption
herecf, subject to permitted changes. '

Sactien 6.12. Books and Records; Audits. .The Iasuexr will keep books
and racords of the Systam, which shall De separata and apart frem all other
books, recorda and accounts of the Iasuar, in which completa and correct antzies
shall be mades of all transactiona relating to the Systam, and the Purchaser shall
have the right at all reascnable timea to inspect the System and all rzcords,

‘accounts and data of the Issuer relating thereto.

The Issuer shall, at least once a year, causs gaid bocks, racords and
accounts of the Systasm. to be properly auditad by an independent competent firm
of certified public accountants and shall mail a copy of such audit report to ;he
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Purchaser. The Issuer furthar covenants to comply with the Act with respect to
such booka, records and accounta. =

Section 6.13. Maintesnance of Svstem. The Issuer vovenants that it will
continucusly oparatas, in an economicai and efficient mannar, and maintain the
System as a ravenue-producing utility as herein provided so long as the Bond is
outstanding. . :

Saction 6.14. = No Comretition. To the extant lagally aliouabla’ 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 tha granting of any franchise, permit or other authorization for any k

person, firm, corporatien, public or privata body, agency or instrumentality
whatacever to provida any of the services aupplied by the System within the
boundaries of the Issuer or within tha territory served by the System.
ARTICLE VII
RATES, RULES, COVENANTS, ETC.

Section 7.01l. Initial Schedula of Ratzs and Charges.

A. The initial schedule of rates and charges for the sarvices and
facilities of the System shall be ds set forth on an Order of the Public Service
Commisaion datad August 10, 1995, and amended October 20, 1995, in Case Number
95—-0020-FWD-CN, which orders are incorporatsd herein by referance and ara made
a part hexzeof. ‘ ‘

B. The Issuer hereby madifies and enacts to thea extent neéeaaa:y the rates

and chargea as set out in the above-rasfarenced order and to bae included on a

tariff gheet to ba filed with the Public Sarvice Commisasion which ratss and
- conditions are as follows:

Rates : ' Minimum Charz _ :
~ Avallable for general domaestic, - ¥Wo bill sEaI% ba randerad for lasaas
commercial and indust-ial servics. ~ than the following amocunts
acccrding to tha aize of meter
installed.
First 3,000 gals. @ $7.00 per M gals. 5/8% metar $21.00 per menth
Next gals. @ per M gals, 3/4" metar $31.50 per month
Next gala. @ per M gals. PR metar $52.50 per month
Next gals. @ per M gals. 1 1/2* mater $105.00 per month
Next - gals. @ per ¥ gals. 2n - meater $168.00 per month
Next gala. @ par M gals. e meter $315.00 per month
Next gala. @ per M gals. 4" metar $525.00 per month
. Next ‘gals. @ " per M gals. e" meter $1,260.00 per month
Over 3,000 gals. @ $7.00 per M gals. an mataer $1,580.00 per month

(Minlmum Monthly Bill $21.00 for 3,000 gallona)

Dalayed Payment Penalty : - ' _
e above Eariff ia net. On all accounts not paid in full within twenty

(20) days of dats of bill, ten percent (10%) will be added to net amount shown.
If any bill is not paid within sixty (60) days after data, water sarvice to the
customer will be discontinued. Water service will not be rastored until all past
due water bills have been paid in full and all accrued penaltlies plus a
reconnection charges have been paid. ‘
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Conpectieon charée. .
Prior to conatruction - $100.00. .
After start of conatruction, thera shall be a charge of $350.00.

Reconnectiocn Chargs
$20.00.

Section 7.02. Watar Puréhase.cantract. As requirsd by the letter of
Conditiona and as authorized by the Public Servica Commiaszion, the Isauer shall

enter and is authorized to enter intoc a Watar Purchase Contract with the Town of
Mocraefiald to purchase treated watar.

Saction 7.03. Turther Covenants.

The Iaguer hersby further covanants and agress as followa:

A. Thers shall not be any discrimination or differsntial in zates
between customers in similar circumatances. ‘ - oo

: B. The Issuer may require any applicant for any service by the System
to deposit a rsasonabla and equitable amount to insure paymant of all charges for
the servicas rendersd by the System, which deposit shall be handlad and disposed
of under tha applicabla rules and ragulatiens of tha Public Saervica Cocmmisgion
of Wast Virginia. - :

c. The Issuaer, to the extent permitted by law, will not accept payment
 of any water bill from a customer served with wataer and sawer sarvices by the
Issuer without payment at tha same time of a sewer bill owed by such custcmar for
the same premiges. ‘

D. All delincuaent fees, ratas and chargas for sarvicas or facilities of
the System shall be .isns on the premises served of aqual degrae, rank and
priority with the lien on such premises of statse, county, achool and municipal
taxes, as provided in the Ast. The Ilasuar ghall have such remadias and powers
as ars provided under the ACtT and other applicable provisions of law with regard
to tha ecollaction and enforzement of such fees, rates and chargeasa.

E. The Issuer will not rander or causa to ba rendered any frea services
-of any nature by the System nor any of the facilities; and in the avent that the
Isauer or any departmant, agency, officer or amployee thersof should avail itgelf
or themselves of the services or facilitias of the Syatem, the same fees, rates
and charges applicabla to other custcomers recaiving like services under similar
circumgstancea shall be charged, such charges shall ba paid 23 they accrue, and
revenuas go raceived shall be depositad and accounted for iln the same manner ag
other Revenues of the System. ‘ ; :

ARTICLE VIII
MISCELLANECQUS

Section 8.01. Defeasancae of Bond. If the Issuer ahall pay or thers
shall otherwise be paid, to the Holder of the Bond, tha principal of and interest
dus or to beccma due therson, at the times and in the manner stipulated therein
and in this Bond Resolution, then with ragpect to tha Bond, the pledge of Ret
Revenues and other moneys and securities pledged under this Bond Resolution and
all covenants, agrzemants and other obligationa of the Iaauser to the Registared
owner of the 3ond, shall thereupon ceasa, terminate and become void@ and be
diacharged and satisfiad.

Section 8.02. FPiling Undsr Uniform Commercial Cods. Contamporanéoualy'
with the delivery of tha BSond, the lssuer shall exscute Financing Statements
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meeting the requirements of the Uniform Commercial Ccda of Hest Virginia and
- promptly tlheraaftar shall file such Financing Stataments in the officea of the

Sacretary of Stata of Weat Virginia and of the Clerk of the County Commisaion of
Hardy County. '

Saction 8.03. . Delivery of Bond. Tha Chairman and “Secretary of the
Governing Bedy are hereby authcrized and directad to cause the Series 1995A Bond
numbaerad AR-1, hereby awarded to the Purchaser pursuant to prior agreamant tér
be delivered to the Purchaser as scon as th2 Purchaser will accept such dalivéry.

Secticn 8.04. Saverability of Invalid Proviaion., If any ona or mora
of tha covenants, agraements or proviaslona hersoi should be held contrary to any _
expreas provision of law or contrary to the policy of express law, although not
expressly prohibited, or againast public pollicy, or shall  for any rsason
whatgscever be hald invalid, then such covenants, agraements or proviaions shall
be null and void and shall be deemad separabls frcm the remaining covenants,
agreemants or provisions haracf, and shall in no way affact the validity of all
the other provisions hereof or the Bonds. . o .

Secticn 8.05. " Conflicting Proviaions Repealad. All resclutions and
orders, or parta thereof, In confllct with the provisionsa hereof are, to the
extent of such conflicta, harsby repealed; provided that this Section ahall not
be applicable tc the Loan Resolution (Form FmERA 442-47).

Section 8.06.  Tabla of Contents and Headings. Tha Table of Contenta
and haadings of tha articlas, dectlons and aubsectiona hersof ars for convenianca
oniy and shall naithsz centzcol mer affact in any way the maaning or construction

of any of the provisions hereof. _ - R

Section 8.07. Modification or Amendment. The Bond Resolution may not
ba modifisd or amended in any matarial manner aftar final paasage without tha
prior writtem consent of the Purchaser and/or holder of the Bond. '

Section 8.08. Covenant of Dus Procadura, Btc. Tha Issuar covenants
. that all acts, conditions, things and procedures Taqulrad to axist, to happen,
to be performed or to be taken pracedant to and in the adoption of this
Resolution de exiat, have haprened, have been performed and have baen taksn in
. reqular and due time, #orm and manner as required by and in full compliance with
the laws and Constitution of the State applicable thereto; and that the Chairman,
Secretary and members of the Govarning Bedy wer= at all times when any actions
in connection with this Resolution occurrad and are duly in office and duly
gualified for such cffice.

section 8.09. Supolamental Resclutions. The Issuer may-pasa such
supplemental resclutions, if necessary, to effectuate the purpoees and intent of
this Resolution. :

Section 8.10. Effective Time. This Resoluticn shall taks effect
immediately upon its adoption. :

Section 8.11 . Statutory Notice of Meeting and Bond Igsus. An abatract
of this Bond Resolution datermined by tha Govarning Body to contain sufficiant
information aa to give notice of tha contants herasof shall be published once in
a gualified newspaper having a general circulation in the Hardy County Public
Servica District, together with a notice stating that this Bond Resolution will
be considared and that the Issuer contemplates the {gauanca of the Bond, and that
any person interssted may appear befora the Public Service Board upon a date
certaia, not lass than ten (10) days subsaquant to the data of publication of
such abstract of this Bond Resolution and notice, and present protests, and that
a certifiad copy of the Rasclution is on file with the Governing Body for reviaw
by interested persons durirg office hours of the Governing Body. At such
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meeting, all objaections and suggestions shall be heard, and the Governing Body
_shall taka such action as it shall deem proper in the premises.

Passage of Remsolution
Pollowing Mesting - December 18, 1995.

HARDY COUNTY PUBLIC SERVICE DISTRICT

e . o .
BY: W 2 Ty 6{]§//f/z_

*

Chairman
[SEAL} ,
Atteasts: . . : . ’ .
By: é___{ Ty ,/E "224%9
Secretary - " .
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CERTIPICATION

I, PRdward E. Metheny, Secretary of the Hardy County Public Servicse
District, hersby certify that the foregoing is a true and correct copy of an

. Resolution approved at a meating of the Publlic Service Board of tha Hardy County
Public Serviee District held on December 18, 1995. . I further hereby cartify that

the actlon of sald Public Sarvice Board amet forth therein remains in full forcs
and sffect and has not been amended or repealed. ' '

-

WITNZSS my signature on this /" day of December 1995.

) ) £ it

Sacretary

qsa 24
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STATE OF WEST VIRGINIA,

. COUNTY OF EARDY, to-wit: ‘ ' A

The fereqolng instrument was acknowledged bafors me this i‘f day of
December, 1995, by Matthew G. Gapp, the Chairman of the Eardy County Public
Service District, a public service district creatsd pursuant to the Act by an
ordar issued by The County Ccommission of Hardy County, West Virginia, on ban.alf
of said pu.blic service district, . ’

-

My commission expires R A VI I, i L"- .

- . " ’ {- - :
TN N .. .. LN Lt .
) < . ! ({ 7o 2 L ,[' /L-' 4 /;;C :

T T g g i g S Sl B Ty iy O Py )
P e CRET A TEAL
NOTARY AU3LIC I
WEST VECNA
i TER D SSAMAN 8
CACHSCNAVE. :
L.

}

LOCRESIELD, WY IBE33
oy Comtyten Sxpres Coober 25, 2004

Iy ey
PRl Ryl

December 18, 1995 - 11:38 AM

STATE OF WEST VIRGINIA., Hardy County Comm:ssmn Clerk’s Office
The foregoing Instrument, tugether with the certificate of its acknowledgment, was this day presented in .

said office and admitted. to record. ) Q%(M]'—’é}\ | ‘
' o " Teste , ~Clerk.

SASTD N HARMIS [MC.. IFANCEL . YA, Li-oRFiE B 15622093
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HARDY COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND CONSTRUCTION CF PUBLIC SERVICE
PROPERTIZS AND ISSUANCE OF PARITY TAYABLE WATER REVENUZ BOND (WARDENSVILLE
ZXTENSION), SERIES 1995B, OF THZ BARDY COUNTY PUBLIC SZRVICE DISTRICT, IN
THE AMOUNT OF $28C,000, TO PINANCS TEE ACQUISITION AND CONSTRUCTION OF
IMPROVEMENTS TO A PUBLIC WATER SYSTEM; DEFINING AND PRESCRIBING THE TERMS
AND PROVISIONS OF THZ BCND; PROVIDING FOR INTERIM CONSTRUCTION FINANCING;
SLACING LITMIT ON SALE OF SYSTEM; PROVIDING GENERALLY FOR THZ RIGHTS AND
REMEDIES AND SECURITY OF THE HOLDERS OF THE BOND; PROVIDING STATUTORY LIZN
ON REVENUES AND SYSTEM; PROVIDING FOR THR ADOPTION, RATIFICATION, APPROVAL
AND COLLECTION OF RATES AND CHARGES POR THE PUBLIC WATER SYSTEM;
AUTHORIZING WATER PURCHASE CONTRACT .WITH TOWN- OF WARDENSVILLE, AND

PROVIDING GENERAL TEZRMS AND PROVIDING WHEN THIS R3SOLUTION SHALL TRAXRE
EFFECT. ’

BE IT RESCLVED AND ORDERZD BY THE FUBLIC SERVICE BOARD CF HARDY COUNTY
PUBLIC SERVICE DISTRICT, MCORIPIZLD, WEST VIRGINIA:
ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITICONS

Section 1.01. Authority for this Resolution. Thias Resolution is adopted
pursuant to the provisions of Articls 13A, Chaptar 16 of the Wast Virginia Codae,
as amended (tha "Act")} .and cthexr applicable provisiona of law.

Saction 1.02. Findings and Daterminations. It is heraby found, detarminead
and declared as followsa:

. A. Hardy County Public Service District (the "PSD" or "Issuer") is a
public sarvice district creatad pursuant to thea Act by an ordar lgsauaed by The
County Commisslion of Hardy County, located in Eardy County, West Virginia.

B. The Issuer now has a public watar system and daairas to improve and
aexpand that systam and it i3 deemad essantial, convenient and dasirable for the
health, welfara, safaty, advantage and convenlienca of tha inhabitanta of the
Igsuer and, accordingly, it i3 hersby orderad, that. thera be acquired and
constructad cartain additions, betterments and improvementsd to the existing
public water sgystem of the Ilssuer known aa the "Systam" (scwmetimes rafarrad to
herein as the "System”) 86 as to improve the public health, comfort and
convenience of rasideants of the Public saervice Disatrict, including the
conatruction and installation of all necasaary appurtenant facilities conaisting
of a water distribution systam known as tha rural Wardenaville BExtension to sarve
rural residents in the areas outside the municipal limita of Wardensville, Hardy
County (the "Project"), and generally described ag watar line extensiona, pumpe,
pumping atations, water .plant ' improvements and necessary appurtenances
particularly dascribed in and according to the plans and'specificationa‘praparad
by the Consulting Enginesr for the Project and herstofora filed in the office of
the Secratary of the Public Servica Board (the "Governing Body") of the Iasuer.
The construction and acquisition of the Project and tha financing hereby
authorized and provided for ars public purposas of tha Issuer and ara oxderad for
tha purpose of meeting and sarving public convenience and naecassity.

: c. It is necesaary for the Iasuer to issue Lts ravenua bond in the
aggregata principal amcunt of $280,000 to finance a portion of the costs of such
construction in the mannaer hareinafter providaed. .

' D. The estimatad maximum coat of the conatruction of the Project is
$810,000; which will be obtained from the procasds of sale of the Serieg 19953
_Bond herein authorized and from a grant to be made by RECD, a3 harainafter
daefined, in the amount of $530,000. the cost of such conatruction shall be



deemed to include, wlthout being limited to, the construction or acguisition of
the Project, the acquisition of any necessary property, r2al or personal, or any
intarast thersin; intersst on the Bonds prior to, during and for six {6) months
after ccmpletion of such construction te the extent that ravenues of the System
are not sufficient therafor; engineering and legal expenaes; axpenses for
estimates of costs and revenues; expenses for plans, sctecifications and surveys;
and such other expenses as may be necessary or incidantal to the constzuction of
the Project and the financing authorized hersby.

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

F. There ars currently outstanding the obligations of the Issuer with-
which the Bond will rank on a parity as to lien and scurce of and security for
payment as follows: B '

(L " Water Revenue Bond of the Issuer, datad'narch'lS, 1988, (the
%1988 Bond™) issued in the original principal amount of $300,000 securad undar
the terms of the 1988 Resoclution (hereinafter defined}; ’ :

{ii) Water Revenue Bond of tha Iasuer, dated July 12, 1990 (the
11990 Bond") isaued in the original principal amount of $50,000 secured under the
tarmas of the 1390 Resolution (hereinafter defined); and

{iii) Water System Revenua Bond of the Iasuer, dated June 22, 1993
(the "1993 Bond") issued in the original principal amount of $330,000 secured
under the terms of the 1993 Resolution (hereinafter defined).

With the exception of the bonds deascribed above and the 1995A Series Bond,
thers are no other ocutstanding bonds or obligations of the Issuer which will rank
prior to or on a parity with the Bond as to lian, pledge and/or aource of and
security for payment. . o

G. The Issuer i3 not in default under the terms of the 1988 Resclutlion,
the 1990 Resolution and the 1993 Resolution or any document in connection
therewith, and has ccmplied with all requirements of all the foregoing with
respect to the issuance of parity bonds or has obtainasd a sufficient and wvalid
waiver thereof. ' .

H. The estimatad revenuas to be darived in each year from the oparation
of the Syatem after completion of the Project will be sufficient to pay all tha
costs of the operation and maintenanca of the Systam, the principal of and
interaest on the Bonds {as herainaftar defined) and all debt garvica, reserve fund
and cther payments provided for herain. .

I. Tha Issuer haa ccmplied with all requirements of West Virginia law
relating to authorization of the conastructicn, acquisition and operatlion of the
Project and issuance of the Bonda, or will have so cemplied prior to issuance of
the Bonds including, among other things, the impoaition of rates and chargaes, the
consent and approval, pursuant to the Act, of the issuance of the Bonds by the
Public Service Commission of West Virginia by firal order. -

J. It ig in the best interssts of the Issuer that the Bondas be sold to
the United States Department of Agriculturs, Rural Bconcmic and Ceommunity -
Development, succesacr in intarest to the Farmera Home Administration (the
"Purchaser® or "RECD"}, pursuant to the terms and provisions of a letter of
conditiona dated May 27, 1994, and all amendmenta thereto (the "Latter of
Conditions").

K. The Issuer has also made arrangements for interim financing as-

requestad by RECD and deems it to be in the best interesta of the Issuer to enter
into a Credit Agreemant and executa a nots or notas in tha initial amount of
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5280{000 payabla to any intarim construction or financing lendar which lender is
initially Capcon Valley Bank. ) .

Section 1.03. Regolution to Constitute Contract. In consideration of
the acceptanca of the Bonds by the Purchaser, thisa Ragolution (the "Raesolution™)
ahall be deemed to be and shall conatitute a contract between the Iasuer and the
Purchaser, and tha covenants and agrezements set forth her=in to be performed by
the Issusr shall be for the benefit, protection and security of the Regiatered -
Owner of the Bonds. . .

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

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

"19958 Series Bond" means tha $280,000 Taxabla Watar Ravenue Bond
(Wardensville Extension) authorized by this ordinanca.

"1995A Series Bond™ meana the $320,000 Taxable Watar Revenua Bond (Phase
III) authorized by the Issuer in a separata resolution. :

"Bond" meanz tha $280,000 Taxablae Watar Ravenua Bond (Wardensvilla
Extension), Series 1995B, authorized hereby to be issued.

“Bonds™ means the 1988, 1990, 1993 and 1995A Series Bonda.

»1988 Bond" means the outstanding Bond of the Issuer dated March 15, 1933,
described in Section 1.02 F.{(i) herein. } .

11990 Bond" means the ocutatanding Bond of tha Iasuer dated July 12, 1390,
described in Section 1.02 P.(ii} herein.

n1363 Bond" means the outstanding Bond of the Iasuer dated June 22, 1993,
dagcribed in Ssecticon 1.02 F.(iii) herein. .

"chairmén" means the Chairman cf the Governing Body.

: "Congulting Engineer” means Thrasher Bnginearing, Inc., Clarksburg, West
Virginia, or any qualified engineer or firm of angineers which shall at any time
hereafter ba ratained by the Isasuar asg Consulting Engineer for the Systam.

ncogta™ or "Costs of the Project" means those coats described in Section
1.02 hareof to be a part of thae cost of acquisition and conatruction of the
Project. :

"Depository Bank" meana initially the Capen Valley Bank, Wardenaville, West
Virginia, a bank or trust company which i3 a member of FDIC and its succ=s3ors
and aasignas or such other gualified bank or truat company degignated now or
hereafter by Isauer. '

rpacilitisa™ or "water facilities" means all the land and tangible
propertias of the System and also any tangible properties which may hersafter be
added to the water system by additlon, betterments, axtensions and improvements
thereto and properties, furniture, fixtures or equipment therefer, hersafter at
any time constructed or acquired.

"FpIC" means the Federal Depcsli Insuranca corporation.

npigcal Ysar" means each year beginning on July 1 and ending on the
succaeding Juna 30.

"Govsrning Body" means the Public Sarvice ZJoard of the Issuar.



"Government Obligations" means dirsct obligationa of, or cbligations the
principal of and intersst on which.ars guarantaed by, the Unitad States of
America. -

"Harelin" means in this Resolution.

nHolder of the 3ond” or any similar term means any person who shall be the
registerad cwner of the Bond. :

"Igsuer”® or "Public Service District" means Hardy County Public Service

District, Hardy County, West Virginia, and, where appropriats, also means the .

Governing Body. ) ‘ .

ﬁLettar.of Conditiona" means tha Latter of Conditions of the Farmera Home
Adminigtration, now known as RBECD,. successor in interest to the Farmera Home
Adminigtration, dated May 27, 1994, and any octher amendmenta therato. .

“Net Revenues"” means the balance of the grosa revenues, as defined below,
remaining after deduction only of Oparating Expenses, aa defined below.

noperating Expenses" meana the ‘current expenses, pald or accrued, of
operation and maintenanca of the Systam and its facilities, and includes, without
limiting the generality of the foregoing, insurance premiumsa, salarias, wages and

adminigtrative expenses of the Isauer relating and chargeable sclely to the’

System, the accumulation of appropriate .raserves 'for charges not annually
recurrent but which are such as may rsasonably be expected to be incurred, and
such other reascnable operating costs aa are normally and regularly included
under recognized accounting practices, and ratention of a sum not to exceed
one-aixth of the budgeted. cperating expenses stated above for the current year
as working capital, and language herein requiring payment of operating expenses
means alaoc retsntion 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 mada to the last monthly payment date prior to the
data of such zetention. ‘ ‘

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

wpurchaser"™, "RECD, acting on behalf of the Rural Utilities Sexrvice,
auccessor in lnterest to the Farmers Heme Administration”, "Rural Econcmic and
Community Development, acting on behalf of the Rural Otilities Service, succegssor
in intersst to the Parmers Hcme Administration" or "Govarnment' meana Onited
States of America, United States Department of Agriculture, Rural Economic and
communitynnevalopmant,‘acting'on.bahalf of the Rural UTtilities Service, successor
in intersat to the Farmers Home Administration, and any successor thereof.

"Qualified Investments” means and include any of the following:
(a) Government Obligations; '

. - {b) Government Obligations whick have been atripped of thelr
' unmatured Lntereat coupons, lnterest coupons stripped from Governmant
Obligations, and receipta or certificates avidencing payments from
Government Obligations or interest coupons stri from Government
Obligationayj . )
{c) Bonda, debentures, notes or other evidence of indebtedness
issuad by any of the following agencies: Banks for Cooperatives; Federal
Intermediate Credit Banks; Fedaral Homa Loan Bank System; Export-Import

Bank of tha Unitad States; Federal Land Banks; Government Naticnal’

Mortgage Association; Tennessee Valley Authority; or Washington
Metropolitan Area Transit Authority; :

(d) Any bond, debenturs, note, participation caertificate or other

similar obligations issued by the Federal National Mortgaga ARascciation to -

the extent such obligation is guaranteed by the Government. National
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Mortgage Associatlion oz igssuad by any other faderal agén and bac! .
rhe full faith and cradit of the Unitad sStates of Americ:¥ *2d by

{a) pime accounts ({including accounts eavidanced by time
certificates of dapoait, time depcsits or other similar banking
arrangements) whlch, to the extent not insurad by the FDIC or Federal

 Savings and Loan Insurance Corporaticn, shall be secured by a pladge of

covernment Obligations, provided, that said Government Cbligations pladged
either must mature a3 nearly as practicables coincident with the maturity
of said time accounts or must be replaced or increased so that the market
value thersof is alwaya at least equal to the principal amcunt of said -
tima accountsa; - : '

{£) Money market funds or similar funds whose only assets are
investments of the tyre described in paragraphs (a) through (e) abovs;

{g) Repurchasa agreements, fully saecurad by investmants of the .
typas described in paragraphas (a) through (e) above, with banka or
national banking associations which are members of FDIC or with government
bond dealers rscognized as primary dealers by the Federal Raserve Bank of
New York, providsd, that gaid invedatments gacuring said repurchase
agreements either must matura as nearly as practicable coincident with the
maturity of said repurchase agreements or must ke replaced or lncrasased eo
that the market value thersof is always at leaat equal to the principal
amount of said regurchase agreemants, and provided further that the holdar
of such repurchase agreement shall have a prior perfsctad security
interest in the collateral therafor, must have (or its agent must have)
poaseaslion of su=h collateral, and such collataral must be frea cf all
claims by third zarties;

(R} Tha Weat Virginia "congolidated fund"” managed by the Wast
virginia State Bocard cf Inveatments pursuant to Chaptar 12, Articla &, of
the West Virginia Cods of 1331, as amended; and

(i) oblizations of states or political subdivisions or agencies
theraof, the. intarest on which is axcluded from gross income for federal
income tax purpcsed, and which are ratad at least "A" by Moody's Inveetors
Service, Inc. or Standard & Poor's Corparation. .

"Regigtrar” or "Bond Raglstrar™ meang the Issuar which uaually shall act
by its Sacrsetary.

speaclution™ means this Resolution and all rescluticna supplemental hereto.

w1988 Resolution” means the rasolution providing for the 1988 Bond, adopted
October 19, 1988, as amendad by rescolution adopted March 15, 1989. S

n1990 Reaclution™ means the resolution providing for the 1990 Bond, adopted
July 12, 1890. ’

_ n1993 Resclution” meand the resolution providing for the 1993 Bond, adoptad
Juna 7, 1993. , .

. "Revenues" or "grodsd revenuas” meana all rates, rents, fees, charges or
other income raceived by the Iasuer, or acerued to the I[3suar or any department,
board, agency oI instrumentality therseof in control of the managemant and
operation of the System, from the cperation of the System, and all parts thereof,
all as calculated in accordances with sound accounting principlea.

ngecretary™ means the Secretary of the Govarning Body.



vSygtem" means the Project initially, and all existing water facilities
owned by the Issuer and all Pacilitiag and other property of every natura, resal
or personal, now or hersaftar acquirsd and/or ownad, held or used in connection
with the System, including maing, hydrants, meters, valves, standpipes, storage
tanks, pump tanks, pump%ng gtations, intakes, wells, impounding reservoirs,
pumps, machinery, purification plants, softening apparatus and all other
facilitieg necsgsary, appropriate, useful, convenisnt or incidental in connection
with or to a public water system; and shall also include any and all additiocns
axtansions, improvements, replacements, propertizs or other facilities at an§

tim? acquired or constructad for said watar system aftar completion of the
Project. : .

"pap Fees" means the fees, if any, paid by prospective customera of tha:

system in order to -connect thareto.

_ Words importing singular numter shall include the plural numbar in each

case and vice varsa, and wordsa importing personsa shall includa f£irma and

corporations; words importing the masculine, feminine or neuter gendars =shall
inelude any other gender; and any requirement for execution, sealing and/or
attastation of ths Bonds or any certificate or other document by the Secratary
shall mean that such Bond cartificata or other document may be exscuted, gealed
and/or attestad by an Acting Secretary. A

ARTICLE I

ADTHORIZATION OF ACQUISITION AND.
CONSTRUCTION OF THE PROJECT

Section 2.01. Anthorization of Acguisition and Construction bf ﬁhé
Project. Thers is heraby authorized the acquisItion and conatruction of tha

Project, at an estimatad cost of $600,00C in accordance with the plans and

specifications which have bean praparad by the consulting Bnginears, heratofora
filed in tha office of tha Governing Body. The proceeds of the Bonds hereby
guthcrized shall be appliad aa provided in Article V heresof.

ARTICLE IIX

AUTHORIZATION, TERMS, EﬁECUTION, REGISTRATION
AND ISSUANCZ OF EBOND

sectien 3.01. Autherization of Bend. Subject and pursuant to the
provisions harescf, +he Bonds oOf the lssuer to be known as vHardy County Public
sarvice District Water Revenue Bond (Wardenaville Extension), Series and 1995B"
in the principal amount of $280,000, is hareby authorized to ba issued for the
purpose of fipancing a portion of tha coat of the conatruction and acquisition
of the Project. '

_ Saction 3.02. Description of Bond. The Bond shall be issued as a
single regiastered form, No. BR-1, and shall be dated on the date of delivery.
The Bond shall bear intarast from dats, payabls menthly at a maximum rate of four
and ona half percent {4.50%) per annum Or such lower rata that RECD, formerly
FmEA, will make availabla at closeing, and shall be sold.for the pax value thereof
but in no event graatar than four arid one half percant {4.50%) per annum.

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

Saction 3.03. Exscution of Bond. The Bond shall be axacuted in the

name of the Issuer by the Chairman and its corporata seal shall be affixed
therato and attastsd by tha Secrstary, and the Chairman and the Secretary ars
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heraby authorized to executz the Bond and such other documents as are necéssary
to finaliza thia transaction. In case any one or mora of the officers who shall
have signed or sealed the Bond shall c=za3e to be such officer of the Iasuer
befora the Bond o signed and sealad havs been actually scold and deliversd, such
Bond .may nevertheless be s0ld and deliverad as herein provided and may be iaaued
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 tha Issuar by such pearson
as at the actual time of the execution of such Bond shall held the prorver office
in the Isausy, although at the date of such Bond such person may not have held
auch office or may not have been sco authorized. .

Section 3.04. Negotiability, Registration, Transfer and Exchange of ~°
Bond.. The Bond shall ba and hava all the qualitiasa and incidents oI negotiabla
inatruments undar tha Uniform Commercial Coda of the Stata of West Virginia, but
the Bond may only be transferred by transfer of the registration therscZ upon the
books requirsd to be kept pursuant to Section 3.05 heraof, by the party in whonse
name it is ragistared, in person or by attorney duly authorizad in writing, upon
" gurrender of the Bond for cancallation, accompaniad by delivery of a written
instrumant of transfer, duly executad in a form acceptabla to tha Reglstrar. No -
interest in the Bond shall be tranafsrabla except by means of tranafesr of
regiatration of a Bond representing such intsraest and delivery of a new Bond or
Bonda in exchange therefor in accordance with this Bond Reaclution.

Whenever the Bond shall be surrendersd for registration of transfer, the
Issuer shall execute and deliver a new. Bond or Bends in authorized dencminationa,
‘for a like aggregate principal amount. Tha Registrar shall require tha payment
by tha new ownar requesting such transfer of any tax or other govaernmantal charge
required to be paid with respect to such transifar, but the Issuer shall pay any
‘other expenses incurred by the Registrar with respect to such transfar. .

No registration of transfer of the Bond ghall ba permittad to be made aftsr
the 15th day next preceding any installment payment data on that Bond.

Section 3.0S5.. Registrar. The Issuer shall ba the Bond Ragistrar and
will keep or cause to be kept by its agent at its offica, gufficient books for
the  registration and transfer of tha ‘Bond, and upon prasentation for such
purpose, the Registrar shall, under such resasonable regulaticna as it .may
prescribe, register the Bond initially issued pursuant hereto and register the
transfer, or cause to be registersd by its agent, on such bocks, the transfer of
the Bonda as hersinbefore provided. : :

- The Registrar shall accept the Bond for registration or transfar only if
ownership thersof is to be registered in the name of an individual {including
joint ownership), a corporation, a partnership or a trust, and only upcn rscaipt
of the asecial security number of each individual, tha federal employer
ldentification number of each corperation or .partnsrship or social security
numbers: of the settlor and beneficiaries of each trust and the name of the
trugteae of @ach trust and/or such other identifying number and information as may
be required by law.

Section 3.06. Bond Mutilated, Destroved, Stolena or Lost. In case the
Bond shall beccme mutilatsd or be dastroyed, stolen or icst, the Isguer may in
its discrstion issue and deliver a new Bond of liks +anor as tha Bond so
mutilated, destroyad, Bstolen or lost, im exchange and substitution for such -
mutilated Bend or in lieu of and substitution for. the Bond dastroyed, stolen or
lost, and upon the holder's furmishing the Iasuer proof of his, her or its
ownership thereof and complying with such other rsascnabla ragulationa and
conditicns as the Issuer may require. Tha Rond 80 surrandered shall be canceled
and held for the account of the Isauer. If the Bond shall hava matursd or be
about to mature, instszad of Lasuing a substitute Bond the Isguer may pay the
game, and if such Bond he destroyed, stolan or lost, without surraender thereof.




Section 3.07. Bond Secured by Pladge of Revenues. Tha payment of the
debt service of the Beond shall be aecured forthwith by a parity lien with the
1988 Bond, the 1930 Bond, the 1993 Bond, and the 1935A Series Bond on the net
revenuea derived from the System in addition to the atatutory mortgage lien on
the System hereinafter provided for. The net raevenues derived from the Systam
in an amount sufficlent to pay the principal of and inter=sat on tha .Bond, and te
make the payments as hersinafter provlded, arae hersby irrevocably pledged to the
payment of the principal of and intereat on the Bond as the same become due.

Secticn 3.08. Form of Bond. Subject to the proviasions herescf, the text

of the Bond and the othar detalls thersof shall be of substantially the following
tenor, with such omissions, insertions and variations as may be authorized or

permitted hereby or any supplemental resolution adopted after the date of .

adoption hersof and prior to the lssuance thereof: .



{FORM OF BOND)

£250,000
HARDY COUNTY PUBLIC SERVICE DISTRICT,
TAYABLE WATER REVENUE BOND (WARDENSVILLE EXTENSION},
SERIES 19953 ’

No. BR-1 _ o ’ Data: December 18, 19935’

FOR VALUE RECEIVED, the HARDY COUNTY PUBLIC SERVICE DISTRICT,; a public .
‘service district created pursuant to the Act by an order issued by The County
commission of Hardy County, in Hardy County of said State {({harein called
*Tgsuer"), hereby promiges to pay to the order of the United States of America
(the "Government™), OT its regigtersd assigns at its National Finance Qffice, St.
Louis, Missocuri 63103, or at such other place as the Government may hereafter
designate in writlng, the principal sum of Two Hundred Eighty Thousand and Q0/100
Dollara ($280,000), plus 4interest on the unpaid principal balance at tha rate of
‘four and one half percent {(4.50%) per annum. The gaid 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 $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
achedule of payments. . .

1f the total amount of the loan is not advanced at the time of loan
cloaing, the loan shall be advanced to Issuer as requeated by Issuer and approved
by the Government, and interest shall accrue on the amount of each advancs from
_iks actual date a3 shown on the Record of Advances attached hereto and made a
part hereof. ' ‘

Every payment made on any indebtadness 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 Iasuer. Refunds and extra payments, as defined in
the regulations of  the  Rural Econcmic and Community Development, successor in
interest to the Farmers Home Administration, according to the sourcce of funds
invelved, shall, after payment of interest, be-applied to the installments last
to become due under this Bond and shall not affact the obligation of Issuer to
pay the remaining jnstallments as scheduled herein.

If the Government at any time assigns this Bond and insures the paymenc
thereaf, Issuer shall contlnue 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 Issuer may, at the option of tha Government, be remitted by
the Government to the holder promptly oz, except for final payment, be retained
by the Government and- remitted to the holder on eithar a calendar quarter basis
or an annual installment due date basis. The effactive date of every payment
made by Isgsuer, 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 Covernment to the



[

holder on an annual installment due date basis shall be the data of the
prepayment by Issusr, and the Government will pay the intersat to which the
holder is entitled accruing between the effective date of any such prepayment and
the data of the Trsasury check to the holder. ) . .

Any amount advanced or expended by the Government for the collection hersof
or to preserve or protect any security herefor, or otherwise under thas tarms of
any security or other instrument executed in connection with the loan evidencad
hereby, at the option of the Government shall baccme a part of and bear interaat
at tha same rate as the principal of the debt evidenced hereby and be immediataly
due and payable by l[ssuar to the Government without damand. Issuer agreaes to use
tha loan evidenced hereby sclaly for purposes authorlzed by the Govarnment.

Issuer hereby certifies that it is unable to obtain sufficient credit

alsewhare to finance its actual needs at reascnable rates and tarms, taking into
consideration prevailing private and cooperative ratas and terms in or near its
community for loans for similar purposesa and perlods 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 fundas for
financing costs of construction of improvements to a water systam (the "System”)
of tha Issuer, is payable solely from the revenues to be darived from the
operation of the Systam after thers hava been firat paid from such revenues the
reascpnable current costs of operation and maintenance of the System. This Bond
doas not in any manner constitute an indebtedness of the Issuer within the
meaning of any conatitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registared owner hersof-

in person or by his, her or ita attorney duly authorizad in writing, at the

offica of the Issuer, as Bond Ragistrar, but only in the manner, subject to the

limitations and upcon payment of the charges, 1f any, provided in the herein
defined Bond Legislation, and upon surrandasr and cancallation of this Bond. Upon
auch transfer a new Bond or Bonds, of authorized dencmination or dencminations,

for the like principal amount, will be issued to the transferea 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 transfar of registration
hersof with the Bond Ragistrar.

This Bond has been issued under and in full compliance with the
Constitution and statutas of the Stata of West Virginia, including, among others,
Article 13A of Chaptar 16 of the West Virginia Cods (hereln called the “act").

If at any'time it shall appear t¢ the Governmant that Iasuer may be able
to obtain a loan from a responsible cooperative or private credit .source at

reasonable rates and terms for loans for aimilar purposes and periods of time,

Issuer will, at the Government's request, apply for and accapt such locan in

sufficisnt amount to repay the Government,

This Bond i3 given as evidence of a loan to Issuer made or insured by the
Government pursuant to tha Consolidated Farmers Home Rural Davelopment Act, aa
amended. This Bond shall be subject to the regulatiocns of the Rural Economic
Community Development, succassor in intarest to the Farmera Home Administration,
and to its future regulations not inconsistent with the exprass provisions
hereof.

THIS BOND IS OK A PARITY AS TO LIEN AND SOURCE OF PAIMENT WITH TEE WATZER
REVENUE BOMD, SERIEZS 1988, WATER REVENUZ BCND, SERIES 1950, WATER SYSTEM REVENUE
BOND, SERIES 1993 AND TAXABLE WATER REVENUE BOND (PHASE III), SERIES 15995A OF THE
ISSUER DESCRIBED IN THE RESOLUTIONS ISSUED WITH RESPECT TO EACH SERIES.

1q
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The initial address of Govermment for pufpdses of bend ragistration is P.o.
Box 678, Morgantown, WY 26505.

IN WITNESS WEEREOF, the HARDY COUNTY PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporats seal to be hereunto

affixed or lmprinted hsrson and attassted by its Secrstary, all as of the date
hersinabove written. '

. ; _ HARDY COUNTY PUBLIC SERVICE DISTRICT -
{SBEAL) : :

Chalrman
P.0O. Box 209
Mooraefiald, WV 26936

By:

ATTEST:

By:

Secretary
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- {Form Qf)

REICORD OF ADVANCES . =

AMOUNT . | DATE AMOUNT DATE -
(1) (8) $
(2) $ {(7) %
(3) 5 (8) 3%
(4) % {9) 3§
(5) $ (10) $ .
- : © TOTAL §

(Form of Asaignment)
ASSIGNMENT

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

.the  within Bond and does. hersby -irrevocably conatitute and appoint

) r Attorney to tranafer the said Beond en
the books xept for regiatration of the within Bond of the said Igssuer with full
power of substitution in tha premises.

DATED: ‘ .

- In the presence of:.
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ARTICLE IV
INTRRIM CONSTROCTION FINANCING

Saction 4.01. authorization and General Terms. In order to pay cartain
costa of the Project pending receipt of the grosa proceeds of the Bond, the
Issuer may issue and sell ita Nota or Notes (the "Notas"), in an aggregate
principal amount not to exceed $280,000. The Notes may be izsued as evidence of
a line of credit from a ccmmercial bank or other lender, at the discretion of the
Isayar, and as shall be set forth in a resolution supplemental herato. The Notes
shall bsar interest from the date or dates, at guch rata or rates, payable on
auch date or dates and shall matura on such date or datas and be subjact to such -
prepayment or redemption, all as.provided in the supplemental resolution.

) Saction 4.02. Tarmé of and Security for-ﬁotas. The Notas, if issued,
shall be iassusd with such terms and secured in the manner set forth in a
supplemental resolution. '

‘section 4.03. Netes are Special Obligationa. The Notes shall be
spacial cbligations of tha Iasuer payable as to principal and intersst aolsly
from the proceeda of the Bond, grant proceeds, surplus revenues, lattar of credit
proceads, if any, and other acurcas. Tha Notes do not and shall not censtituta
an indebtedness of the Issuer within the meaning of any constitutional or
statutory provisicns. The general funds of the Issuer are pot liable and naither
the full faith and credit nor the taxing power, if any, of the Issuer is pledged
for the payment of the Notas. The holdara of tha Notas shall never have the
right to compel the forfeiture of any property of the Isauer. The Notas shall
not be a dabt of the Issuer, nor a legal or equitable pledge, charge, lian cor
encumbrance upon any property of the Iasuer or upon any of its income, recaipts
or revenues excapt as set forth in the supplemental resolution.

Section 4.04. Exacution of Documents. The Notes, Credit Agreement and
any other documents required tao be executed by the ccmmercial bank or other
" jandar shall be executed in the name of the Iasuer by the Chairman, and the
Chairman and Sacretary ara hereby authorized to executa any Hote, Notes, Credit
Agreement or any other documents necessacy o securs the interim financing.

ARTICLE V.

REVENUES.AND APPLICATION THERECF;
DISPOSITICN OF BOND PROCEEDS; FUNDS AND ACCCUNTS

Section 5.01. Establishment of Funds and Accounta with De}?gsitog Bank.

The following special funds or account3a are creatad and eatablished with (or
continued if previoualy established by the 1388 Resclution) and shall be hald by
the Daepository Bank, separata, distinct and apart from all other funds or
accounts of the Depository Bank and from each other: o

{1) Revenue Fund {established by the 1388 Resolution and continued -
: - hareby); - .

(2) 19958 Projact Comstruction Account;’

{3) Regervs Fund (established by the 1938 Resolution and continued
hereby); -

{4) Depraeciation Raserva (established by tha 1988 Resclution and
continued hersby); and

(5) sinking Fund.
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Saction 5.02. Bond Procegeds; 1995A Project Comstruction Account: all
moneys recaived from the sale orf the Bond shall be depoaitsd on rsceipt by the
Issuar in the Dapository Bank, a member of Federal Dapoait Inaurance Corporation
(FDIC}, in a special account hereby now established and designated as "$280,000
Hardy County Public Sarvica District Water System Construction Account
{Wardansaville Extsnaion)" (hsrain callad the "19958 Projact Construction
Account"}. The moneys in the 15958 Project Construction Account in excess of the
amount insured by FDIC shall be securad at.all times by such bank by securitias -
or in a manner lawful for the securing of deposits of stata and municipal funds
under West Virginia law. Moneys in the 1995B Project Congtruction Account shall
be expendad by the Iaauer solely for the purposes provided herain. ’ -

Until completion of the congtruction of the Project, the Issuer will
transfer from the 19958 Project Construction Account and pay to the Purchaser on
or bafore the due date, such sums a3 shall be from time to time requlired to make
the monthly installment payments on the Bond if there ars not sufficisnt Nat
' Revenues to make guch meonthly payment

If the Issuer shall determine at any time that all funda on deposit-in the
15958 Project Construction Account aexcaed the astimatsed disburzements on account
of the Project for the ensuing ainety (30) days, the Izsuer may invest auch
excess funds in Qualified Investments. :

Pending application as provided in thias Section 35.02, mcney and fuads in
the 19953 Project Construction Account ahall be invested and reinvested at the
direction of the Issuer, to the extant possible in accordanca with applicable
law, in Qualified Investments. :

when construction of the Project haa been complatad and all coata tharsct
have been paid or proviaion for guch payment has been made, any balance remaining
in the 19958 Project Conatruction Account shall be disposad of in accordance with
thae regulations of the Purchaser. ‘ '

Section 5.03.° Covenants of the Iasuer ag to Revenues and Funds. 3o
long as any of the Bonda shall be outstanding and unpald, or until therae shall
have been set apart in the Reserve Fund a sum sufficient to pay, when due or at
the earliest practical prepayment date, tha entire principal of the Bonds
remaining unpaid, together with interest accrued and to accrue thereon, the
‘Issuer further covenants with the holder of tha Bond as follows:

{A) Revenue Fund. The entire Gross Revenuas derived from the operation.
of the System, and all parts therecf, and all Tap Fees racaived, shall be
deposited as collscted by the Issuer in a special fund in a bank or trust company
in the State of West Virginia which ia a member of FDIC, which Pund, known as tha
"Revenue Fund" originally established under the 1988 Resolution and which is
hereby continued hersundaer with the Depository Bank. The Ravenua Fund shall
constituta a trust fund for the purposes provided herein and shall be kept
gseparate and distinct frem all other funda of the Issuer and used only for the
purposas and in the manner provided herein.

(B} Disvoalition of Revenues. All Revenues at any time on deposit in the
Revenue Fund shall ba disposad of only in the following ordar and priority
gubjact to the provisions of Section 4.04 of the 1588 ‘Resclution not otherwise
modifisd herein: .

{1)) The Izauer shall first each month pay from the moneys in tha Ravenue
Fund all current Cperating Expensea.

(2). The Issuer ghall next, each month, on ©T before the dua date of
payment of each {nstallment on the Bonds, tranafer from tha Revenue Fund and
remit to the National Finance Office designated in the Bond {or such other place
as may be provided pursuant to tha Bond), the amount requized tc pay tha intersst
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on the Bonds, and to amortize the principal of the Bonds ovar the rascectivye
1ives of sach Bond issua. All payments with.respact to principal of and intarast
on the Bonda shall ba mades on an equal pro rata basisa in accordance with the
respective aggregats principal amounts thersof outatanding and on a parity with
each other. Thaere is hereby creatad a sinking fund at the Depecsitory Bank into
which tha Issuer shall deposit sufficisnt amounts from the Revenua Fund to pay
the intarest on the Bonds and to amortirza the principal of the Bonda over the
remaining re2spective lives of each Bond issuas. As long as the Govarnment ocwns'
the Bonda, §uch depcsits can be replaced by tha ramittances descrited abovs.

{3} The Issuer shall next, on each date that payment is made as set forth .
in (2) above, tranafer from the Revenue Fund and remit to tha Depcsitcry Bank for -
deposit in the Reserve Fund, 1/12th of 1/10th of the amount, aa of the datas of
calculation, equal to the maximum aggregata amount of principal and intarest
which will become due on the Bonds in any year, until the amcunt in the Reserve
Fund equals such maximum amount (the "Reserve Requirement™). After the Reserve
Requirement has been accumulatad in the Reserve Fund, the Issuer shall monthly
deposit into the Reserve Fund such part of the monays remaining in the Ravenue
Fund, after such provision for payment of monthly installments on the Bonda and
for payment of Operating Bxpenses of the System, aa shall ba raquired to maintain
the Reserve Requirsmant. Moneys in the Raeserve Fund not required to be
tranaferred to the Earnings Fund pursuant to Section 4.04 of the 1988 Resolution
shall be usad solely to make up any deficiency for monthly paymantas of the
principal of and interast on the Bonds to said National Financa O0ffica (or other
place provided) as the same shall beccme dua or for prspayment of installments
on the Bondas, or for mandatory prepayment of the Bonds aa hersinaftar provided,.
and for nc other purpose, on an equal pro rata basis in accordanca with the
respective aggregate principal amounts therecf outstanding and on a parity with’
aach other. '

(4) The Issuar shall next, on each date that payment is made ag set forth
in (2) above, transfer from the Revenue Fund and deposit in the Depraciation

. Reserve, the moneys remaining in the Revenue Fund and not parmitted to be

retained thersin, until thera has been accumulated in the Depraciation Ressrve
the aggregate sum of $56,650, and thersafter such sums as shall ba rezquired to
maintain such amount tharein. Moneys in the Deprewciation Raserve, other than any
sum or sums required to be transfarred to the Earnings Fund pursuant to Section
4.04 of the 1988 Resolution, ashall be uzed first to make up any deficlencias for
monthly payments of principal of and interest on the Bonds as tha same become
due, and naxt to restors to the Reserve Fund any sum Or B5ums transferrad
therefrom other than pursuant to Section 4.04 of the 1333 Regolution, all on a
pro rata basis. Thereafter, and provided that payments into the Reserva Fund are
current and in accordance with the foregoing provisions, moneys in the
Daepraciation Reserve, other than any sum or sumsa raquirad to ba tranafarred to
the Earnings Fund pursuant to Section 4.04 of the 19838 Rescolution, may be
withdrawn by the Issuer and used for sxtraordinary rapairs and for replacements
of equipment and improvements for the System, or any part theraof.

(5) After all the foregoing provisiona for use of moneys in the Ravenue
Fund have been fully complied with, moneys remaining therein and not permitted
to be retained therein, if any ("Surplus Revenues"), may be used to prepay
inatallments of the Bonds, pro rata, or for any lawful purposae.

Whenever the money in the Reserve Fund (other than moneys required to be
transferred to the Earnings Fund pursuant to Section 4.04 of the 1938 Reaclution}
shall be gufficiant to prepay the Bonds in full, it shall be the mandatory duty
of the Issyer, anything to tha contrary herein notwithatanding, to prapay the
Bonda at the earliest practical date and in accordance with applicabls provisions

- haraof.

The Depository Bank is hareby designated as the Fiscal Agent for the
administration of the Reserve Fund and the Depreciation Reserve, her=in provided,
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and all amounta required for the Reserve Pund and the pepreciation Reserve will
ba depcsitad tharain by the I3suer upon transfars of funds frcm the Revenue Pund
at the times provided hersain, togather with written advices stating the amcunt
remitted for depeait ints each such fund. .

All the funds provided for in thia Saction, excspt with raspect to the
Rebate Fund and Excass Investment Earnings (as defined in the 1988 Resclution)
in the Baraings 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 purpcses and in the order provided herain, and until sa used, the
.Purchaser shall have a lien thereon (other than such Excssa Investment Earnings .
in the Earnings Fund and the Rebate PFund as aforesaid) for further securing
payment of the Bends and the intarast therson, but the Depository Bank shall not
be a trustesa as to such funds. It ig to be undexstood that all funds in tha
Rebata FPund shall be held free and claar of any such lien or trust and shall only
be used for tha purposes set forth in the 1933 Resclution notwithstanding
anything else herein to. the contrary. )

If on any payment date the Revenues ara insufficient to maka the payments
and transfars as hereinabove providad, the deficisncy shall be made up in the
subsequent payments and transfars in addition to those which would otharwisa be
required to be made ©n the subsequent payment datas.

Subject to the 1988 Resolution, the Dapository Bank, at the direction of
+the Issuer, shall keep the moneys in the Reserve Pund and tke Dapreciation
Reserve investad and reinvestad to the fullest extent posaible in accordanca with
applicabla law, and to the extent practicabla, in Qgualifisd Investments having
maturitisa consonant with the raquired usze therecf. Investments in any fund or
account undar this Bond Resclution shall, unleas ctharwise provided herein or
required by law, be valued at the lowar of cost or the then current market value,
or at thae redemption price thersol 1f than radeemable at the option of tha
holder, including value of accrued intersst and giving affect to the amortization
of discount, or at par if such ilaveatment ig held by the "conaolidated fund"
managed by the West Virginia State Board of Tnvestments. Any investment shall
be hald in and at all times deemed a part of tha fund or account in which such
moneys were originally held, and intarest accruing therson and any profit or losa
realized from such investment shall be craditad or charged to the appropriate
fund or acecount. -

(<) Change of Depository Agent and Fiscal Agent. The Issuar may
designate ancther bank or trust company nsured by FDIC as Fiscal Agent and
Depcaitory Bank if the afaresaid Bank should ceasa for any rsason to serva or if
tha Governing Bady detaermines by ordinance that said Bank or its successor should
no longer sarve as Fiscal Agent or Dapcsitory Bank. Upon any guch change, the
Governing Body will cause notice of the change to be sent Dby registaraed or
certifiaed mail to the Purchaser. ‘ '

(D) User Contracts. The Iasuer shall, prior to delivery of the Bonds,
provide avidencs that there will be 82 bona fide users of the propoded System
whan the extansion of the Systam is completed and placed in operation, and must
obtain user agreemants and the user contribution from each new ular and deposit
in tha 19958 Project Construction Account all such new usar contributiona
collectad. : '

(2) Charyes and Feea. The Issuer shall remit frem the Revenue Fund to
the Depository Bank such additional sums as shall be nacassary to pay the charges
and fees of the Depcsitory Bank then due. :

(F} Investment of Excass Balances. The moneys in exczss of the sum

insurad by the maximum amounts insurad By #DIC in any of such'funds or acsounts ‘
shall at all times be secursd, to the full extent tharsof in excess o such_
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insurad sum, in a lawful manner for securing depcaits of state and municipal
funds under the laws of the Stata,.

(6) Remittancas. All remittances made by the Issuer to tha Dapository
Bank shall cIsarly identify the fund or-account intc which each amount is to be
depositad. ' ' ‘

(H) Gross Revaenuas. Tha Groas Ravenues of tha System shall only ba uged’
for purposes of tha Sysztam.

ARTICLE - VI
GENERAL COVINANTS

Section 6.01. General Statement. So long as the Bonda shall be
outstanding and unpaid, Or untlil thera shall have been set apart in the Reserve
Fund a sum gufficient to prepay the entire principal of the Bonda remaining
unpaid, togsther with intarest accrued and to accrue therson to the data of
prepayment, the covenanta and agreementa contained herein shall bea and constituta
valid and legally binding covenanta between tha Issuar and the Purchaser.

Section-6.02. ~ Rates. The Issuer will, in the panner provided in the
Act, fix and collact such rates, fases or other charges for the services and
facilities of the Syatem, and revise tha samae f{rom time to time whenever
necasgary, as will always provide ravenues in each fiscal year gufficient to
produce net rsvsenuas squal to not less than ona hundred ten percent {110%)
percent of tha annual cebt sarvice on the Bond and to make the payments raquired
herein into the Reserva Fund and all the necessary expanses of operating and
maintaining the System during such fiacal year and such rates, fees and other
charges shall not bae, reducad sc as to ba insufficient tc pruvide adagquata
reavenues for such purpcsas.

. Section 6.03.  Sale of the System. The System will not be sold without
tha prior writtan consent of Tha purchaser ©o long as the Bond is ocutstanding.
Such conaent will provide for dispcajition of the_prccaeds of any =uch sale.

’ Section 6-04. ‘ Issuance of Additional Paritg Bonda or Obli%aticns. No
additicnal parity bonds or cbligations pay 8 out of the ravenuesa of the System
or any part thareof shall be isguad aftar tha issuance of the Bond pursuant

heretoc axcept with the prior written consent of tha Purchaser or tha then holder
of or Trustee or agent for the holder of the Bond.

Section &.05. Insurance and Bend. The Issuer hereby covenants and
agreea that it will, as an expenae of conatruction, operation and maintenance of
+tha Systam, procura, Carry and maintain, 8o long as the Bond remains cutatanding,
ingurance with a reputable insurance carrier or carriers covering the following
risks and in the following amounta:

(a) Real Proverty Insurance, tc be procured upon acceptance of any part
of the Proiject from the contractor, and immediately upon any portion of ths
Systsm how in uge, oOn all above-ground structures of the Systeam in an amount
equal to the full ipaurabla value therecf. 1In. tha event of any damage to or
destruction of any portion of the System, the Issuer will promptly arrange for
the application of the inasurance proceeds for the repair or raeconstruction of
such damaged or destroyed portion. The Issuer will itgelf, or will require each
contractor and subcontractor to, obtain and maintaim builder's risk insurancs to
protect the interasta of the Iasuer during construction of the Projact ipn the
full insurable value thereof. T -

(b}  Public Liability Insurancs, with limits of not less than $500,000 for

one or more persons injured or killad in one accidaat to protect the Issuar from
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claims for todily injury and/or death, and not less than $200,000 to protect tha
Issver from claims for damaga to property of others which may arisa from the
operation of the Systam, such insurance to be procurad not later than tha data
of dalivery of the Bonds. ’

{(c) Vehicular Public Liability Insurance, in the event tha Issusr cwna
or operates any vehicle i1n the operation of tie System, or in the event that any
vehicle not ownad by the Issuer is cperatad at any time or times for the benafit
of the Issuer, with limits of not less than §500,000 for one or mocre peracns
injured or killed in cne accldent to protact tha Issuer from claims for bodily
injury and/or death, and not lasa than $200,000 to protect the Issuer from claimg

for damage to property of others which may arise from such oparation of vehiclas,

such insurance to be procured prior to acquisition or commencement of cperation
of any such vehicle for the Issuer. . '

(d) Workers' Compensation Coverage for all Employees of tha Town Eligible
Therafor and Performance and Payment Bondas, such bonda to be in the amounts of
ona hundrad parcant {100%)} of tha construction céntract, will be required of sach
prima contractor, and such payment bonda will be filed with the Clerk of tha
County Commission of Hardy County prlor to commencemant of construction of the
Project in compliance with West Virginia cCode Section 38-2-39, Workers'

compensation insurance will be maintained as requirad by the laws of the Stats -

of West Virginia.. .

‘ (e} Fidelity Bonds will be provided as to every member of the Govarning
‘Body and every officer and employee of the P5D having custody of the Revenue Fund
or of any revenuas or othar funds ¢f the System in an amount at least equal to
the total annual dabt service raquirements for all outatanding RECD, formerly
FrHA, locana. T

(£} Flocd Inguranca to be procured, to the extant available at raascnabla
coat to the Iaauer.

(9) Provided, however, and in lieu of and notwithstanding the foragoing
provisions of thia Section, during constructicn of the Project and so long as the
Bond ia cutatanding, the Issuer will carry insurance and bonds or cause inauranca
and bonds to be carried for the protection of the Issuer, and during such
construction will requirm each coantractor and subcontractor to carry inauranca,
of such tygpes and in such amounts as the Purchasar may specify, with insurance
carriers or bonding companies acceptable to the Purchaser.

Saction 5.06. Statutory Mortgage. For the further protecticn of the.

holder of tha Bond, a statutory mortgage lien upon the System is grantad and
created by the Act, which statutory mortgage lien is hersby recognized and
declared to be valid and binding and shall take effsct immediataly upon delivery
of the Bond.

Section 6.07. Events of Default. Each of the following events is
harasby declarad an "Bvent of Default”: .

(A} Fallurs to maksa payment of any menthly amortization inatallment at
the dats spaecifiad for payment thersof and/or; . :

- (B} Failurs duly and punctually to obaarve or perform any of the
covenants, conditiona and agreements on the part of tha Issuer contained in the
Bond or herain, or vioclation of or failure to observe any proviaion of any
pertinent law or of this Bond Reaolution. o -

Section 5.08. Enforcement. Upca tha happening of any Event of Default
spacified abova, then, and in every such case, the Purchaser may procaad to
protect and enforce its rights by an appropriate action in any court of competent
jurisdiction, either for the specific parformanca of any covenant or agrsement,
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or gxecution of any power, or for the enforcamant of any prccér legal or
equitable remedy as shall De deemed most effectual to protact and enforce such
righta and shall have all rights prescribad by tha Act, W.Va. Code and othar
_applicable law. .

Upon application by the Purchaser, such court may, upon proof of such
default, appoint a recsiver for the affalrs of tha Issuer and the Systam.. The
Rereiver so appointed shall adminiater the System on behalf of tha Isauer, ashall
exercise all the righta and powars of tha Issuar with raaspect to the System
shall proceed under the diraction of tha court to cbtain auvthorization to ‘
increase rataes and charges of the System, and shall have tha powar to collect and
recaive all revenues and apply the same in such manner as the court may direct.

Section 6.09. Piscal Year; Budget. While the Bond i3 outatanding and -
unpaid and to the extent not now pronibitaed by law, the Systsm shall be operated
and maintained on a fiacal year basia commencing on July 1 of each year-and
ending on the followlng June 30, which pericd shall also constitute the budget
year for the operation and maintenanca of the Systam. Not later than thirty (30)
days prior to the beginning of each fiscal year, the Issuer agre=es to adopt an
Annual Budget for the ensuing year, and no expenditures for operation and
maintenance expensas of the System in excesa of the Annual Budget shall be mades
during such fiscal year wunlass unanimoualy authorized and dirsctad by tha
Governing Body. Coples of each Annual Budgat shall be delivered to the Purchager
by tha beginning of each fiacal year. ’

1f for any reason the Iasuer shall not have adopted an Annual Budget before

the first day of any fiscal year, it ahall adopt a Budget of Currsnt Expenaaes

from month to month until the adoption of an Annual Budget; provided, however,

that no auch mornthly budget shall exceed the budget for the corrasponding month

in the year nex: precading by more than ten percent (10%); and provided further, -
that adoption of a Budgat of Current Bxpensss ahall not conatitute compliance

with the covenant to adopt an Annual Budget unless fallure to adopt an Annual

Budget be for a reason beyond the control of the Issuer. Rach sgsuch Budget of

" Current Expenses shall be mailed lmmediately tc the Purchasar.

Saction 6.10. Compensation of Membaera of Governing Body. The Iaguer
hereby covenants and agrees that no compensation for policy direction shall be
paid to the membars of the Governing Body in excesa of the amount permitted by
the Act. Payment of any compensation to any such member for policy direction
shall not be made Lf such payment would cause the Net Revenues to fall below the
amount requiresd to meet all payments provided for hermsin, nor when thara is
dafault in the performance of or compliance with any covenant or provision
herect. :

) Section 6.11. Covenant to Proceed and Completa. The Issuer heraby
covenants to proceed as promptly as pogsaible with the conatruction of the Project
to completion thereof in accordanca with the plana and apacifications prepared
by the Consulting Engineer and on fila with the Secrstary on the dates of adopticn
heracf, subject to permitted changes. . '

Saction 6.12. Books and Records; Audits. The Issuer will keep bocka
ard records of the System, which shall be separate and apart from all other
books, records and accounts of the Issuer, in which complata and corract entriee
shall be made of all transactions relating to the System, and tha Purchaser shall
have the right at all rsasonable times to inapect tha System and all records,
accounts and data of the Iasuer relating thareto. , -

The Issuer shall, at least once a year, cause said books, r=cordas and
accounts of the Systam to be properly audited by an indapendent_ccmpetant-firm
of certified public accountants and shall mail a copy of asuch audit regport to the
Purchaser. The Issuer further covenants te comply with tha Act with respect to
such books, records and accounts.
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] ‘Section 6.13. _ Maintenance of System. The Issuer covenants that it will
contiducusly cperate, in an eccnomical and 2fficient manner, and maintain the
System as a ravenue-producing utility as herein provided so long as the Bond is

outstanding. - '

Section 6.14. = No Competition. To the extent legally allowable, the
Issuer will not permit competition with the System within its boundarias or
within tha territory served by it and will not grant ©or cause, consent to or
allow the granting of any franchisa, permit or other authorization for any
person, firm, corporation, public' or privata beody, agency cor 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.

- ) ARTICLE VIT
RATES, RULES, COVENANTS, ETC.

Section 7.01. ' 1Initial Schedule of Rates and Charges.

A. The initial schedula of rates and charges for tha sarvices and
facilities of the System shall be as set forth on an Order of the Public Service
Commission dated August 10, 1955, and amended October 20, 1995, and December 8,
1995, in Case Number 94-0570-PWD—CN, which orders are incorporated herein by
raferance and are made a part harecf.

B. The Issuer hereby modifies and enacts to the extent necessary the rates

and charges as set out in the above-referenced order and to ba included on a-

tariff sheet to be filed with the Public Service Commission which rates and
conditions are as follows:

Ratag : Minimum Charge

Avallable for general domestic, No bill shall be rendered for less
commercial and industrial service. than the following amounts
: : according to the size of meter
installed.

First 3,000 gals. @ $7.00 par M gals. 5/8" °  meter $21.00 per month
Next gals. @ per M gals. /4n ‘meter ' $31.50 per month
Next gals. @ par M gals. i metar 4$52.50 per month
Next gals. & per M gals. 1 1/2v " meter $105.00 per month
Naxt gals. @ per M gals. 2" mater %$168.00 per month
Next gals. @ per M galas, 3" meter $315.00 per month
Next - gals. @ ‘ par M gals. 40 matar $%$525.00 per month
Next . gals. @ per M gals. &" meter $1,260.00 per menkth
Over 3,000 gals.. @ §7.00 per M gals. gn meter $1,680.00 per month

(Minimum Monthly Bill $21.00 for 3,000 gallons)

Delayed Paymeéent Penalty )

- The above tariff i3 net. On all accounts not paid in full within twenty
{20) days of date of bill, ten percent (10%) will be added to net amount shown.
If any bill 'is not paid within sixty (60) days aftar date, wateyx service to the
customer will be discontinued. Water service will not be restored until all past
due water bills have been paid in full and all accrued penalties plus a
reconnection charge have besn paid.

Ceonnection Charge o
Prior to construction - $100.00. : .
After start of conastruction, there shall be a charge of $330.00.
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Reconnecticn Chargs
$20.00.

~

Section 7.02. Water Purchage Contract. Aa required by the Letter of
Conditions and as authorizad by the Public Servica Commission, the Issuer shal}
entar and i3 authorized to enter into a Watar Purchase Contract with the Town of
Wwardensville to purchase tresated watar. ' *

sactibn 7.03. Fuarther Covanants.

The Isauer'héraby further covenants and agrees as follows:

A. There shall not . ba any discrimination or differential in rates
batween customers in similar circumstances. , : '

B. The Isswer may requirs any applicant for any service by the System
to deposit a reasonable and equitable amount to insure payment of all charges for
the gervices rendered by the System, which daposit shall be handled and dispcsed
.of under ‘the applicable rules and regulationa of the Public Servica Commission
of Wesat Virginia. ‘ . :

c. The Issuer, to the extent permittaed by law, willl 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 bill owed by such cuatomer for
the same premises.

D. All delinquant fees, ratas and charges for services or facilities of
the Systam shall ke lisnd on the premizaes sarved of equal degrea, rank and
priority with the liemn on such premises of atate, county, school and municipat
taves, as provided in the Act. The Issuer shall have such remgdies and powers
as are provided under the-Act and other applicable provisiona of law with regard
to tha collaction and anforcement of such feaes, rates and charges. :

E. Tha Issuaer will not rendar orx cauge to ba rendersd any free sarvices
of any nature by the System nor any of tha facilities; and in the event that the
Issuer or any department, agency, officar or employea thareof should avail itaelf
or themselves of the sarvices or facilities of tha System, the same fees, rates
and charges applicabla to cther customers recaiving like sarvicee undar aimllar
circumatances shall be charged, auch charges shall be paid as they accrue, and
 revenuss so received ahall be deposited and accounted for in the same manner as
other Revenues of the Sysatem.

ARTICLE VIII
‘MISCELLANROUS ‘

Section 8.01. Daefeasance of Bond. If the Issuer shall pay or there
shall otherwise be paid, to the Holder of the Bond, the principal of and interest
due or to beccme due therscn, at the times and in the manner atipulated therain
and in this Bond Resolution, then with ramspect to the Bond, the pledga of Net
Revenues and other moneys and securities pledged under this Bond Resolution and
all covenants, agresments and other obligationa of tha Iasuer to tha gagistared
Cwner of the Bond, shall thereupen cease, tarminate and become void and be
discharged and aatisfied. ' : :

Section 8.02. _Filing Under Uniform Commercial Coda. Contamporanecusly
with the delivery of tha Bond, the Issuer shall executs Financing Statements
meeting the requirements of the Uniform Commercial Codae of West V%rginia and
promptly thersafter shall file such Financing Statemants in the offices of the
Sacreatary of State of West Virginia and of the Clerk of tha County Commission of
Hardy County. . : '
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the other provisicns hereof or the Bonda.

4

Saction 8.03. Dalivary of Bond. The Chairman and Secreatary of tha
Governing Bedy ara hersby authorized and dirsctad to cause the Serlas 19953 Bond
numberad BR-1, hersby awardad to the Purchaser pursuant to prlor agrsement té
be delivered to the Purchaser as soon as tha Purchaser will accapt such delivéry,

Sectiocn 8.04. Savarability of Invalid Proviaion. If any ona or moras-
of the covenants, agreements or provisiona heresof should ke held contrary to any
axprass provision of law or comtrary to the policy of exprasa law, although not °
axpresaly prohibited, or against public policy, or shall for any reason
whatscaver ba held invalid, then such covenants, agrsemanta or proviaiona shall
be null and void and shall fe deemed separable from the ramaining covenanta, -
agreements or provisiona hersof, and shall in ne way affsct the valldity of ali

Secticn 8.05. Conflicting Provisiona Regealed. All resolutions and
orders, or parts therecf, 1in contllict with thae proviaions hersof ars, to the
extent of such conflicts, hereby respealad; provided that thia Section shall not
be applicabla to tha Loan Rasolution (Form FmHA 442-47). .

Saction 8.06. Tabla of Contants and Headings. The Table oi: Contants
and headinga of the articles, dections and subsections hersof ars for conveniance
only and shall neither control mor affect in any way the meaning or construction
of any of the provisiona heraof. ~

Section 8.07. Modification or Amendment. - The Bond Resolution may not
be modified or amended in any materlal manner arter final passaga without the
prior writtan consent of tha Purchaser and/ocr holder of the Bond.

Saction 8.08. Covenant of Due Procsdura, Etc. The Issuer covenants
that all acts, conditions, things and procedur=as requirsd to exist, to happen,
to be performed or to be taken procadent to and in tha adoption of thia
Resolution do exist, have happened, have baeen performed and have been taksan in
ragqular and dus time, form and manner as raquired by and in full cocmpllanca with
the laws and Conastituticn of the State applicable thereto; and that the Chairman,
Sacratary and members of the Governing Bedy were at all times when -any actiona
in connection with this Resclution occurrad and are duly in office and duly
gualified for such offica.

Section 8.09. Supvlemental Rasoluticons. ‘The Isauer may; paas such
supplemental rescolutlons, 17 necessary, to eifectuata tha purpoaes and intent of
this Reaoclutlon. '

Section 8.10. gffective Tima. Thia Resolution shall take effect
immediately upen its adoption. : ,

' Section 8.11 statutory Notice of Meeting and Bond Issue. An abstract
of this Bond Reasclution detarmined by the Governing Body to contain gufficient’
information as to give notices of the contants hereof shall be published once in
a qualifisd newspaper having a ganeral circulation in the Hardy County Public
Sarvice District, together with a notica stating that this Bond Resclution will
be conaidarsd and that the Iassuar contemplates the isgsuance of the Bond, and that
any person interasted may appear bafors tha Public Sarvics Board upcon a date
certain, not less than taa (10) days subsequent to the data ‘of publication of
such abatract of this Bond Resolution and notice, and prasent protasts, and that
a certified copy of the Rasolution ig on fils with the Governing Body for raview
By interastsd persons during office hours of the Gaovarning Bedy. At =such
meeting, all objections and suggestions shall be heard, and the Governing Body
shall take such action as it shall deem proper in the pramiaes.

Pasazage of Raesolution : gy
Following Meeting - December 18, 1395.
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HARDY COUNTY PUBLIC SERVICE DISTRICT

~

By T ngla/t_f.}/f_-

Chairman
{sEaL] S , 3
'Attest.
By: Ll ZZ/I.—/ d.':‘ 71_1//
Sacratazy
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_CERTIFICATION

I, FBdward E. Metheny, Secretary of the Hardy County Public Service

District, hereby certify that the foregoing is a true and correct copy of an

Resolution approved at 3 meeting of the Public Service Board of the Hardy County .

Public Service District held on Decambéer 18, 1995. I further hersby cerxtify that

the action of said Public Service Board sat forth therein remaina in full force

and effect and has not been amendad or repealed.

WITNESS my signature on this A 5 day of December 1995.
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STATZ OF WEST VIRCINIA,

COUNTY OF HARDY, to-wikts

. The foragoing instrumeant was acknowledged befora me this c'}..,"-"“'day of
December, 1995, by Matthew G. Gapp, the Chairman of the Hardy County Public
Service District, a public service district created pursuant to the Act by an
order isaued by The County Commisaion of Eardy County, West Virginia, on behalf

of asald public service district.

My commission expires AN 32 st .
A -
- X A i - t,
. ] N ’: ) . ‘\ . /:l:
T A R PN
NCTARY - PUBLIC

S 4
ALy )

—WE,

- : . B M TETL
_ i S T o=

- . C g S -

"H_‘*’"b"‘:?«“ﬂ' 10

STATE OF WEST VIRGINIA, Hardy County Commission Clerk's Office __December 18, 1995 - 11:38 AN
The foregoing Instrument, together with the certificate of its acknowledgment, was this day presented i

said office and admitted to record. : ' C_M]'_,Ll\ '
: S Tesfe ‘ — o Clerk

EANTO & KARRIS INE, SPCACIA, ¥. YA. EE-OAgIR no. 16728-93
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RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC -SERVICE PROPERTIES
CONSISTING OF ADDITIONS, IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS SYSTEM OF
HARDY COUNTY PUBLIC SERVICE DISTRICT, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED
THEREOF, THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN $500,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1998 A
(UNITED STATES DEPARTMENT OF AGRICULTURE), AND NOT
MORE THAN $50,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 1998 B (UNITED STATES
DEPARTMENT OF AGRICULTURE); DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE BONDS;
PROVIDING GENERALLY FOR THE RIGHTS AND REMEDIES OF
AND SECURITY FOR THE HOLDER OF THE BONDS; AND
PROVIDING WHEN THIS RESOLUTION SHALL TAKE EFFECT

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

- 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 Cormission of Hardy County.

Section 1.02. Findings and Desterminations. It is hercby found,

determihed and declared as follows:

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

B. . 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 a water distribution
system, including meter services, valving, air release valves and water storage tanks for the
Phase III - A service area of Frosty Hollow, Welton Orchard Road and Power Spring Road
in Hardy County, and all necessary appurtenam facilities (the "Project™), particularly
described in and according to the plans and specifications prepared by the Consulting
Engineer and heretofore filed in the office of the Secretary of the Public Service Board (the -
"Governing Body") of the Issuer. The existing waterworks facilities of the Issuer, together
with the Project and any further additions, improvements or extensions thereto, are herein
called the "System.” The acquisition and construction of the Project and the financing hereby
authorized and provided for are public purposes of the Issuer and are ordered for thc purpose
of meeting and serving public convenience and necessity.

C.  The estimated revenues to be derived in each year from the operatmn 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 (hereinafier defined)
and all funds and accounts and other payments provided for herein.

D. - The estimated maximum cost of the acquisition and construction of the
Project is $2,170,C000, of which $550,000 will be obtained from the proceeds of sale of the
Series 1998 Bonds herein authorized, $845,000 will be obtained from 2 grant from the
Purchaser, and $775,000 will be obtained from a grant from the United States Department
of Housing and Urban Developmcnt (Small Cities Block Grant through the State of West
Virginia).

E. It is pecessary for the Issuer to issue its water revenue bonds, in the total

principal amount of $550,0C0 in two series, being the Water Revenue Bonds, Series 1998 A
(United States Department of Agriculture) (the "Series 1998 A Bonds™), in the aggregate
principal amount of $500,000, and the Water Revenue Bonds, Series 1998 B (United States
Department of Agriculture) (the “Series 1998 B Bonds™), in the aggregate principal amount
of $50,000 (collectively, the “Series 1998 Bonds™), to finance a portion of the costs of such
acquisition and construction in the manoner 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 of 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™); (ii) Water Revenue
Bord, Series 1950, dated July 12, 1990, issued in the original aggregate principal amount of
$50,000 (the “Series 1990 Bonds™); (iii) Water System Revenue Bond, Series 1993, dated
Juge 22, 1993, issued in the original aggregate principal amount of $330,000 (the
«Qeries 1993 Bonds™); (iv) Taxable Water Revenue Bond (Phase III), Series 1995 A, dated
December 18, 1995, issued in the original aggregate principal amount of $320,0C0 (the
“Series 1995 A Bonds”); and (v) Taxable Water Revenue Bond (Wardensville Extension},
Series 1995 B, issued in the original aggregate principal amount of $280,000 (the
“Series 1995 B Bonds™). ' ’

The Series 1988 Bonds, the Series 1990 Bonds, the Series 1993 Bonds, the
Series 1995 A Bonds and the Series 1995 B Bonds are collectively referred to herein as the
. “Prior Bonds.” Other than the Prior Bonds, there are no other outstanding bonds or
obligations of the Issuer which rank prior to or.on a parity with the Series 1998 Bonds as to
liens, pledge and/or source of and security for payment. The Issuer is not in default under
the terms of the Prior Bonds, or the resolutions authorizing issuance of the Prior Bonds or
any docurnent in connection therewith, and has complied with ail 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. Itis in 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 1 etter of Conditions ™).

L The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
~ including, without limitation, the imposition of rates and charges, and the issuance of the
Series 1998 Bonds, or will have so complied prior to issuance of the Series 1998 Bonds,

including, among other things and without limjtation, obtaining a certificate of public.

convenience and necessity and approval of the financing and necessary user rates and charges
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from the Public Service Commission of West Virginia by final order, the time for rehearing
and appeal of which have expired or shall have been duly waived or otherwise provided for.

_ Section 1.03. .Bond Legislation Constitutes Contract. In consideration of
the acceptance of-the Series 1998 Bonds by those who shall be the Registered Owner of the
same from time to time, this Resolution (the "Bond Legislation™) shall be deemed to be and
shall constimte 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 Owrer of the Series 1998 Bonds.

Section 1.04. Definitions. In addition to capitalized terms defined
elsewhere herein, the foIlowmg terms shall have the followmg 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 ail resclutions supplemental
hereto and amendatory hereof. _

"Bond Registrar" means the Issuer, which shall usually so act by its Secretary.
~ "Bonds" means, collectively, the Series 1998 Bonds and the Prior Bonds.
"Chairman" means the Chairman of the Governing Body.

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

"Depository Bank" means Capon Valley Bank, Moorefield, West Virginia, a
bank or trust company which is a member of FDIC (herein defined), and its successors and

assigns.

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

"FDIC" means the Federal Deposit Insurance Corporation.

~ "Fiscal Year" means each 12-month period beginning on July 1 and ending on
the succeeding June 30.
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"Governing Body" means the Public Service Board of the Issuer.

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

"Grants” means,'collecﬁvely, all grants comrhirted 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, 'collet:tivé_ly,. the Letter of Conditions of the
‘Purchaser dated June 23, 1997, and all amendments thereto, if any. .

“Minimum Reserve” means, as of any date of calculation, the maximum amount
of principal and interest which will become due on the Series 1998 Bonds in the then current
or any succeeding year. '

- *Net Revenues” means the balance of the Gross Revenues, as defined below,
remaining after deduction of Operating Expenses, as defined below. ‘ '

"Operating Expenses” means the current expenses, paid or accrued, of operation

‘and maintenance of the Project and the System and its facilities, and includes, without
limiting the generality of the foregoing, insurance premiums, salaries, wages and
administrative expenses of the Issuer relating and chargeable solely to the Project and the
System, the accumulation of appropriate reserves for charges not anmually recurrent but
which are such as may reasopably be expected to be incurred, and such other reasonable
operating costs as are normally and regulacly 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 amortizaton 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 Bdnds" meaps, 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, 1950, authorizing the Series 1550 Bonds: the resolution of the Issuer adopted June 7,
1993, authorizing the Series 1993 Bonds; the resolution of the Issuer adopted December 18,
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1995, authorizing the Series 1995 A Bonds; and the resolution of the Issuer -adopted
December 18, 1995, authorizing the Series 1995 B Bonds.

"Pro_]ect shall have the meaning stated in Section 1.02B above.

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

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

(a) Govcrnmem Obhganons

®) Govermment Obllganons which have been siripped of their
unmatured interest coupons, interest coupons stripped from Government
Obligations, and receipts or certificates evidencing payments from
Government Obligations or mtercst 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 extént 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 pearly 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 sumla: 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 ejther 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 find" 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
Tnvestors 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. : :

"Revemues" or "Gross Revenues" means all rates, rents, fees, charges or other

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

"Secretary” means the Secretary of the Governing Body.

“Series 1998 Bonds™ means, collectively, the Series 1998 A Bonds and the
Series 1998 B Bonds of the Issuer. ' ' ,
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"Series 1998 A Bonds” means the Water Revenue Bonds, Senes 1998 A (United
States Department of Agriculiure), authorized hereby to be lssued pursuant to this Bond
Legislation. .

“Series 1998 B Bonds” means the Water Revenue Bonds, Series 1998 B (United
States Department of Agriculture), authorized hereby to be 1ssued pursuant to this Bond -
I_cglslatlon

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

"Tap Fees™ means the fegs, if any, paid by pmépecﬁve customers of the System
in order to comnect thereto.

Words importing singular mumber shall include the plural mumber in each case
'and vice versa; words importing persons shal] 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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ARTICLETl

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Project. There is hereby authorized and ordered the acquisition and comnstruction of the
Project, at an estimated cost of $2,170,000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Govemning Body. The proceeds of the Series 1998 Bonds hereby authorized shall be applied
as provided in Article IV hereof. L
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AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. &&h&nzansm of Bonds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 1998 Bonds of the Issuer, to be lcnown a.s
"Water Revernue Bonds, Series 1998 A (United States Department of Agriculiure)”,
“Water Revenue Bonds, Series 1998 B (United States Department of Agnculture)" are
hereby authorized to be issued in the respective principal amounts of $500,000 and $50,000
for a total agpregate 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
Jssued in single form, numbered AR-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 singfe 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 delivery, payable monthly at a rate of 4.75% per
annum, and shall be sold for the par value thereof,

The Series 1998 Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as
provided in the respecnve Bond forms hereinafter set forth.

Bonds. The Series 1998 Bonds shall be and have all the qualities and incidents of a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but
the Series 1998 Bonds, and the right to principal of and stated interest on the
~ Series 1998 Bonds, may only be transferred by transfer of the registration thereof upon the
books required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 1998 Bonds for cancellation, accompanied by delivery of a written instrument of -
transfer, duly 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 new Bond or Bonds in authorized
denominations, for a Iike 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.

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 1998 Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations-as it may prescribe, register the '
Series 1998 Bonds initially issued pursuant hereto and register the transfer, or canse to be
registered by its agent, on such books, the transfer of the Series 1598 Bonds as hereinbefore
provided. ' '

The Bond Registrar shail 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 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 setilor 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 mumber 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 3.035. Execution of Bonds. The Series 1998 Bonds shall be
executed in the name of the Issuer by the Chairman and its corporate seal shall be affixed
thereto and attested by the Secretary. - In case any one or more of the officers who shail have
signed or sealed the Series 1598 Bongs shall cedse 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 bebalf 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 destroyed, stolen or lost, without surrender thereof.

Section3.07. ~  Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 1998 Bonds shall be secured forthwith by a first lien on the -
Net Revenues derived from the System, on a parity with the Prior Bonds. The Net Revenues
derived from the System in an amount sufficient to pay the principal of and interest on the
Series 1998 Bonds and the Prior Bonds, and to make the payments as hereinafter provided,
are hereby irrevocably pledged to the payment of the principal of and interest on the
Series 1998 Bonds and the Prior Bonds as the same become due. '

Sgg_ngn_m Emm of B_Qnd Subject to the prov1s10ns hereof, the text
of the Series 1998 Bonds and the other details thereof shall be of substantially the following
tenor, with such omissions, insertions and variations as may be authorized or permitted
hereby or by any resolution adopted after the date of adopdon hereof and prior to the
issuance thereof:

CL434026.2 12




(FORM OF SERIES.1993 A BOND)

HARDY CQUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1998 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$500,000

No. AR-1 . ’ Date:

FOR VALUE RECEIVED, HARDY COUNTY PUBLIC SERVICE DISTRICT
(herein called "Borrower”) promises to pay to the order of the United States of America (the
"Government"), or its registered assigns, at its National Finance Office, St. Louis, Missouri
63103, or at such other place as the Government may hereafter designate in writing, the
principal sum of FIVE HUNDRED THOUSAND DOLLARS ($500,000), plus interest on
the unpaid principal balance at the rate of 4.75% per anmum. 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 contiming on the
corresponding day of each month for the first 24 months after the date hereof, and $2,375,
covering principal and interest, thereafter on said corresponding day of each month, except
that the final installment shall be paid at the end of 40 years from the date of this Bond, in
the sum of the unpaid principal and interest due on the date thereof, and except that
prepayments may be made as provided hereinbelow. The consideration herefor shall support
any agréement modifying the foregoing schedule of payments. -

. Jf 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 tﬁe payment
thereof, Borrower shall connnue 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 anmal installment due date basis, shall be the date of the
United States Treasury check by which the Government remits the payment to the holder.

- The effective date of any prepayment retained and remitted by the Government to the holder
on an annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the
effective date of any such prepayment and the date of the Treasury check to the holder,

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

- purposes authorized by the Government.

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

This Bond, together with any additional bonds ranking on a parity herewith
wl:uch 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 reveres 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 r.he like principal amount, will be issued to the transferee
in exchange herefor.
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This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar. -

| This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted , 199__, authorizing issuance of this Bond (the "Resolution™).

If at any time it shall appear to the Government that Borrower may be able to
obtain a 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 pursuani to the Consolidated Farmers Home Rural Development Act. This Bond
shall be subject to the present regulations of the Government and to its future regulations not
inconsistent with the express provisions hereof. ‘ ‘

~ THIS BOND IS ISSUED ON A PARITY AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WiTH THE BORROWER'S (1) WATER
REVENUE BOND, SERIES 1988; (2) WATER REVENUE BOND, SERIES 1990; (3)
WATER SYSTEM REVENUE BOND, SERIES 1593; (4) TAXABLE WATER REVENUE
BOND (PHASE I, 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 CO_UNTY 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
(Tide 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)

(Title of Executive Official)
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- (Form of Assigﬁm_ent)
ASSIGNMENT

FOR VALUE RECEIVED the undérsigned 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: : L,

Tn the presence of:
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(FORM OF SERIES 1998 B BOND).

MNW 7 Z

WATER REVENUE BOND, SERIES 1998 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$50,000

No. BR-1 ‘ Date:

 FOR VALUE RECEIVED, HARDY COUNTY PUBLIC SERVICE DISTRICT

(herein called "Borrower™) promises to pay to the order of the United States of America (the
"Government"), or its registered assigns, at its National Finance Office, St. Louis, Missouri
63103, or at such other place as the Government may hereafter designate in writing, the
principal sum of FIFTY THOUSAND DOLLARS ($50,000), plus interest on the unpaid
principal balance at the rate of 4.75% per anoum., 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 contiming on the
corresponding day of each month for the first 24 months after the date hereof, and $238,
covering principal and interest, thereafter on said corresponding day of each month, except
that the final installment shall be paid at the end of 40 years from the date of this Bond, in
the sum of the unpaid principal and interest due on the date thereof, and except that
prepayments may be made as provided hereinbelow. The consideration herefor shall support
any agreement modifying the foregoing schedule of payments. ‘

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

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

Prepayments of scheduled installments, or any portion thereof, may be made
at.any time at the option of Borrower. Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining installments as scheduled herein.
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_ If the Government at any time -assigns this Bond and insures the paymém
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 Governinent, be remitted by the Goverament 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 anmual 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 anrual 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 Of protect any security herefor, or otherwise under the terms of any security
or other instrument executed in comnection with the loan evidenced hereby, at the option of
the Government shall become a part of and bear interest at the same rate as the principal of
the debt evidenced hereby and be immediately due and payable by Borrower to the
Government without demand. Borrower agrees to use the loan evidenced hereby solely for
purposes authorized by the Government. :

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

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

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

This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted , 199 __, authorizing issuance of this Bond (the "Resolution™).

If at any time it shall appear to the Government that Borrower may be able to
obtain a 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 Goverrment'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
Govermment pursuarnt to the Consolidated Farmers Home Rural Development Act. This Bond
shiall be subject to the present regulations of the Government and to its future regulations not
inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S (1) WATER
REVENUE BOND, SERIES 1988; (2) WATER REVENUE BOND, SERIES 1990; (3)
WATER SYSTEM REVENUE BOND, SERIES 1993; (4) TAXABLE WATER REVENUE
BOND (PHASE III), SERIES 1995 A; (5) TAXABLE WATER REVENUE BOND
(WARDENSVILLE EXTENSION), SERIES 1995 B; AND (6) WATER REVENUE
BONDS, SERIES 1998 A, ALL AS DESCRIBED IN THE RESOLUTION.
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IN WITNESS WHEREQF, 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)

g -’ E ! ]. S a B i
(Title of Executive Official)

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

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

ATTEST:

(Signature of Atfesting Official)

(Title of Executive Official)
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(Form of)

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
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(Form of Assigﬁmem)
ASSIGNMENT

FOR VALUE RECEIVED the undemgned selis asmgns and transfers unto

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

Dated: ' T,

In the presence of:
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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 Bank, separate and
apart from all other funds or accounts of the Depository Bank and from each.other:

_ (71) Rcvenue Fund (established by the Prior Resolutions);
(2) Reserve Fund (established by the Prior Resolutions);
(3) Depreciation Reserve (established by the Prior Resolutions);
(4) Series 1.998 Bond.é Res&_:rve Af:coum; and -
O Project Construction Account.

' - Section 4.02. Bond Proceeds; Project Construction Account.  The

proceeds 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 all times by the Depository Bank

by securities or in a manner 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
instaliments 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.

CLAZ4026.2 25



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

- Section 4.03. Covenants of the Issuer as to System Revepues and Funds. -
So long as any of the Series 1598 Bonds shall be outstanding and unpaid, or until there shail
have been set apart in the Series 1998 Bonds Reserve Account, a sum sufficient to pay, when
due or at the earliest practical prepayment date, the entire principal of the Series 1998 Bonds
remaining unpaid, together with interest accrued and to accrue thereon, the Issuer further
covenants with the Holders of the Series 1998 Bonds as follows:

A. REVENUE FUND. The entire Gross Revenues derived
from the operation of the System, and all parts thereof, and all Tap Fees
received, shall be deposited as collected by the Issuer in the 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 Revemnes at any time
on deposit in the Revenue Fund shall be disposed of omly in the
following order and priority, subject to the provisions of the Prior

- Resolutions not otherwise medified herein: ' :

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

(2)  The Issuer shall next, each month, on or before the
due date of payment of each installment on the Prior Bonds and
the Series 1998 Bonds, transfer from the Revernue Fund and remit

~ to the Nationat Finance Office, the amounts required to pay the

interest on the Prior Bonds and the Series 1998 Bonds and to
amortize the principal of the Prior Bonds and the
Series 1998 Bonds over the respective lives of each Bond issue.
All payments with respect to principal of and interest on the Prior
Bonds and the Series 1998 Bonds shall be made on an equal pro
rata basis in accordance with the respective aggregate principal
amounts thereof outstanding and on a parity with each other.

(3)  The Issuer shall next, on the first day of each month,
transfer from the Revenue Furd and remit to the Depository Bank
(i) for deposit into the Reserve Fund, the amounts required by the
Prior Resolutions; and (ii) for deposit into the Series 1998 Bonds
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Reserve Account, 0.4167%. of the Minimum Reserve, until the -
amount in the Series 1998 Bonds Reserve Accoumt equals the
Minimum Reserve. Moneys in the Series 1998 Reserve Account
shail be used solely to_make up any deficiency for monthly

- payments of the principal of and interest on the Series 1998 Bonds

to the National Finance Office as the same shall become due or
for prepayment of installments on the Series 1998 Bonds, or for
mandatory prepayment of the Series 1998 Bonds as hereinafter
provided, and for no other purpose. :

(4)  The Issuer shall next, on the first day of each month,
transfer from the Revenue Fund and remit to the Depository Bank
for deposit in the Depreciation Reserve, (i) the amount required
by the Prior Resolutions; and (ii) 0.4167% of the Minimum
Reserve, until the amount in the Series 1998 Bonds Reserve
Account equals the Minimum Reserve, and thereafter, 0.8334%
of the Minimum Reserve, so long as the Series 1993 Bonds are
outstanding; provided, however, that in the event Revenues are
insufficient to fund the Series 1598 Bonds Reserve Account in
accordance with Section 4.03B(3)(ii) above, or a withdrawal of

" funds from the Series 1998 Bonds Reserve Account is made,

payment of Revenues into the Depreciation Reserve as provided
in this Section 4.03B(4)(ii) shall mot 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. Thereafer, 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 extensjons 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 1598 Bonds at the earliest practical
date and in accordance with applicable provisions hereof.

The Depository Bank is hereby designated as the Fiscal Agent for
the administration of the Series 1998 Bonds Reserve Account and the
Depreciation Reserve as herein provided, and 2ll 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 Revemue Fund, the Series 1998 Bonds Reserve Account and -
the Depreciation Reserve shall constitute trust funds and shall be used
only for the purposes and in the order provided herein, and until so

‘used, the Purchaser shall have a lien thereon for further securing

payment of the Series 1998 Bonds and the interest thereon.

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

Principal, interest or reserve payments, whether made for a
deficiency or otherwise, shall be made on a parity and pro rata, with
respect to the Series 1998 Bonds and the Prior Bonds, in accordance
with the respective principal amounts then Outstanding. ' :

Subject to the Prior Resolutions, the Depository Bank, at the
direction of the Issuer, shall keep the moneys in the Series 1998 Bonds-
Reserve Account and the Depreciation Reserve invested and reinvested
to the fullest extent 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 Investment Management Board. Any investment shall be
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held in and at all times deemed a part of the fund or account in which
such moneys were originally held, and interest accruing thereon and any

-profit or loss realized from such investment shall be credited or charged
. to the appropriate fund or account. 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
Revermue 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. E

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

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

Section 4.04. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 1998 Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $5C0,000 (the

form of a line of credit from a commercial bank or other lender, and the I
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authorized to enter into the credit agreement with such commercial bank or other lender. The
Notes shall bear interest from the date or dates, at such rate or rates, payable on such dates
and shall mature on such date or dates and be sub_)ect to such prepayment or redempnon,

as prov1ded in the credit agreement.

The Notes shall be special obligations of the Issuer payable as to principal and °
interest solely from proceeds of the Series 1998 Bonds-or the Grants. The Notes do not and
shall not constitute an indebtedness of the Issuer within the meaning of any constitutiona? or
statutory provisions. The general funds of the Issuer are not liable, and neither the full faith
and credit nor the taxing power of the Issuer, if any, is pledged for the payment of the Notes.
The Holders of the Notes shall never have the right to compel the forfeiture of any property
of the Issuer. The Notes shall not be a debt of the Issuer, nor a legal or equitable pledge,
charge, lien or encumbrance upon.any property of the Issuer or upon any of its income,
receipts or revenues except as sét forth herein.
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GENERAL COVENANTS, ETC.

Section 5.01. Geperal Statement. So long as the Series 1958 Bonds shall
be outstanding and unpaid, or until there shall have been set apart in the Series 1998 Bonds
Reserve Account a sum sufficient to 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.

_ Secon 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
anrmal debt service on the Seties 1998 Bonds and the Prior Bonds and sufficient to make the
payments required herein into all funds and accounts and all the necessary expenses of

operating and maintaining the System during such Fiscal Year and such rates, fees and other
charges shall not be reduced so as to be insufficient to provide adequate Revenues for such

purposes.

| Section5.03. * Sale of the System. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 1998 Bonds are outstanding.
Such consent will provide for disposition of the proceeds of any such sale.

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

Section 5.05. Iosurance 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, Maljcicus 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 mazintain builder's risk insurance to protect the interests of the
Issuer during construction of the Project in the full insurable value
thereof. :

()  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 pot later than the date of delivery of the
Series 1998 Bonds.

()  Vehicular Public Liability Insurance, in the event the Issuer

owns or operates any vehicle in the operation of the System, or in the

- event that any vehicle not owned by the Issuer is operated at any time or

times for the benefit of the Issuer, with limits of not less than $500,000
for one or more persons injured or killed in one accident to protect the
Issuer from claims for bodily injury and/or death, and not less than
$200,000 to protect the Issuer from claims for damage to property of
others which may arise from such operation of vehicles, such insurance
to be procured prior to acquisition or commencement of operation of any
such vehicle for the Issuer.

(d) Workers' Compensation Coverage for All Employees of the
District Eligible Therefor and Performance and Payment Bonds, such
bonds to be in the amounts of 100% of the construction contract, will be
required of each prime contractor, apd 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 special flood or mudslide
prone areas, flood insurance must be obtained. ' '

()  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
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the treasmer,_provided, however, that no bond shall be required insofar
as custody of the Project Construction Account is concerned so ong as
checks thereon require the signature of a representative of the Purchaser.

. (@ Provided, however, and in lieu of and notwithstanding the
foregoing provisions of this Section, during construction of the Project
and so long as the Series 1958 Bonds are outstanding, the Issuer will
carry insurance and bonds or cause insurance and bonds to be carried for
the protection of the Issuer, and during such construction will require
each contractor and subcontractor to carry insurance, of such types and
in such amounts as the Purchaser may specify, with insurance carriers
or bonding companies acceptable to the Purchaser.

) - Section 5.06. - Statutory Mortgage Lien. -For the further protection of the
Holder of the Series 1998 Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, on a parity with the Prior Bonds, which statutory mortgage lien is hereby
recognized and declared to be valid and binding and shall take effect immediately upon the
delivery of the Series 1998 Bonds. R

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

declared an "Event of Default™:

(2)  Failure to make payment of any monthly amortization
installment upon the Series 1998 Bonds at the date specified for payment
thereof; and

(»)  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, 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 con behalf of the Issuer, shall exercise ali the rights and powers
of the Issuer with respect to the System, shall proceed under the direction of the court to
obtain authorization to increase rates and charges of the System, and shall have the power to
collect and receive all revenues and apply the same in such manner as the court may direct.
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Section 5.09. Fiscal Year; Budget. While the Series 1993 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 Anmual Budget before the
1st day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year preceding by more than -
10%; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Anmual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current

. Expenses shall be mailed immediately to the Purchaser.

Section 3.10. Compensation of Members of Governing Body. The Issuer
hereby. covenants and agrees that no compensation for policy direction shall be paid to the
rmembers of the Governing Body in excess of the amount permitted by the Act. Payment of
any compensation to any such member for policy direction shall not be made if such payment
would cause the Net Revenues to fall below the amount required to meet all payments
provided for herein, nor when there is default in the performance of or compliance with any
‘covenant or provision hereof. ‘

' Section 5.11. Covenant to Proceed and Complete. The Issuer hereby
covenants to proceed as promptly as possible with the acquisition and construction of the
Project to completion thereof in accordance with the plans and specifications prepared by the

- Consulting Engineer on file with the Secretary on the date of adoption hereof, subject to
permitted changes. : :

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

The Issuer shall, at least once a year, cause said books, records and accounts
of the System to be properly audited by an independent competent firm of certified public
accountants and shall mail a copy of such audit report to the Purchaser. The Issuer shall
further comply with the Act with respect to-such books, records and accounts.
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Section 5.13. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided sa long as the Series 1998 Bonds are
outstanding. ' ' ' . ' :

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

- Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to -
change consopant 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 dlfferennal in rates between
customers in similar circumstances. i

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 collectmn and enforcement of such fees, rates and
charges.

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

shall be paid as they accrue, and revenues so received shall be deposited and accounted for .

in the-same manner as other Revenues of the System.

E.  The Issuer may require any applicant for any service by the System to

_deposit a reasonable and equitable amount to insure payment of all charges for the services

rendered by the System, which deposit shall be handled and disposed of under the applicable
rules and regulations of the Public Service Commission of West Virginia. = .

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

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

- Section 7.01. Pavment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 1998 Bonds, the principal of and interest due
or to become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 1993 Bonds, the pledge of Net Revenues and other
moneys and securities pledged under this Bond Legislation and ail covenants, agreements and
other obligations of the Issuer to the Registered Owner of the Series 1998 Bonds, shail
thereupon cease, terminate and become void and be discharged and satisfied.

Section 7.02.  ~ Modification of Amendment. The Bond Legislation may

aot be modified or amended after final passage without the prior written copsent of the

Purchaser.

Section7.03.  Delivery of Bonds. The Chairman, Secretary and Treasurer

of the Governing Body are hereby authorized and directed to canse the Series 1998 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 expressiy 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 covenpants, agreements Or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 1998 Bonds.

 Section7.05.  Conficting Provisions Repealed. The Prior Resolutions and
all parts thereof not expressly hereby changed shall contime in full force and effect and this
Bond Legislation shall be supplemental to the Prior Resolutions.

All resolutions and orders, or parts thereq'f,-in' ‘conflict with the provisions
hereof are, to the extent of such conilicts, hereby repealed; provided. that this Section shall

not be applicable to the Loan Resolution (Form FmHA 442-47).

Section7.06.  Table of Coptents 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 Resolutlon occurred and are duly

in office and duly qualified for such office.

Section7.08.  Effective Time. This Resolution shall take effect
immediately upon its adoption.

Adopted: August 17, 1998.

HARDY COUNTY PUBLIC SERVICE DISTRICT

i titnn L L gz

%Eyh;/w 97’\

Member

cCJZw:u/L/ A/ @Myff

‘Member
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Certified a true copy of a Resolution duly adopted by the Public Service Board
of HARDY COUNTY PUBLIC SERVICE DISTRICT on the 17th day of August, 1998.

Dated: August 17, 1998.

S VN I /> - s

Secretary =

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
SERVICE DISTRICT, AND THE FINANCING OF THE COST,
NOT OTHERWISE PROVIDED THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF $650,000 INAGGREGATE
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 1

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

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

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

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

B. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of three booster pump
stations, a 100,000 gallon storage tank and approximately 110,000 linear feet of two-inch to
eight-inch water line, and all necessary appurtenant facilities (the "Project”), particularly
described in and according to the plans and specifications prepared by the Consulting
Engineer and heretofore filed in the office of the Secretary of the Public Service Board (the

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

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

'D.  The estimated maximum cost of the acquisition and construction of the
Project is $2,700,000, of which $650,000 will be obtained from the proceeds of sale of the
Series 2001 A Bonds herein authorized, $300,000 will be obtained from a grant from the
Purchaser and $1,250,000 will be obtained from a grant from the United States Department
of Housing and Urban Development (Small Cities Block Grant through the State of West
Virginia). :

E. It is necessary for the Issuer to issue its Water Revenue Bonds,

Series 2001 A (United States Department of Agriculture), in the aggregate principal amount
of $650,000 (the "Series 2001 A Bonds"), to finance a portion of the cost of such acquisition
and construction in the manner hereinafter provided. The cost of such acquisition and
-construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the cost of all property rights, easements and franchises deemed
necessary or convenient therefor and for the improvements and extensions thereto; interest
on the Series 2001 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility
. or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
of the properties and the placement of same in operation; provided that, reimbursement to the
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Issuer for any amounts expended By it for the repayment of indebtedness incurred for costs
of the Project by the Issuer shall be deemed costs of the Project.

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

G. There are outstanding obligations of the Issuer which will rank on a
parity with the Series 2001 A Bonds as 10 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 I, 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 armendments 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 expeaded 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 completibn 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
payient, 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
Jupe 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 (Wardensviile 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 terrms of the Prior Bonds, or the
resolutions anthorizing 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 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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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 fime 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 uniess the text

otherwise expressly requires:

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

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

"Bond Registrar" means the Issuer, which shall usually so act by its Secretary,
- "Bonds" means, collectively, the Series 2001 A Bonds and the Prior Bonds.
"Chairman” means the Chairman of the Governing Body.

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

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

-

"Depository Bank" means Capon Valley Bank, Moorefield, West Virginia, a
bank or trust company which is a member of FDIC (herein defined), and its successors and
assigns.

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

"EDIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year" means each 12-month period beginning on July 1 and eﬁding on
the succeeding June 30.
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"Governing Body" means the Public Service Board of the Issuer.

"Government Obligatio'ns" means direct obligations of, or obligations the
principal of and interest on which are gnaranteed by, the United States of America. '

"Grants" means, cdllectiveiy, 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 Lefter 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
QOperating Expenses means also retention of not to exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bornds 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 1950 Bond,
the Series 1993 Bond, the Series 1995 A Bond, the Series 1995 B Boud, the Series 1998 A
Bonds and the Series 1998 B Bonds, of the Issuer described in Section 1.02G hereof.

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

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

"Purchaser” or "Government" means United.States Department of Agriculture,
Rural Utilities. Service, and amy 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 investrnents are permitted by law: '

(a)  Government Obligations;

(b)  Government Obligations which have been stripped
of their unmatured interest coupons, interest coupons stripped
from Government Obligations, and receipts or certificates
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; Govermment National Mortgage Association;
Tennessee Valley Authority; or Washington Metropolitan Area
Transit Authority;

(d)  Any bond, debenture, note, participation certificate

~or other similar obligations issued by the Federal National

Mortgage Association to the extent such obligation is guaranteed

by the Government National Mortgage Association or issued by

any other federal agency and backed by the full faith and credit
of the United States of America;

) (e) Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking

- arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
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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
so that the market value thereof is always at least equal to the
principal amount of said time accounts;

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

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

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

DO 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. '

CHE58066 .2



"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 Systern, and all parts thereof, all as calculated in accordance with sound
accounting practices. ' ‘

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

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

Words importing singular number shall include the plural number in each case
and vice versa; words importing persons shall inchide 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 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 III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the -

provisions of the Bond Legislation, the Series 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 annurm, 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.

A Section 3.03. . Negotiability, Registration, Transfer and Exchange of
“Bonds. The Series 2001 A Bonds shall be and have all the qualities and incidents of a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but
the Series 2001 A Bonds, and the right to principal of and stated interest on the Series 2001 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in' person or by attorney duly authorized in writing, upon surrender of the
Series 2001 A Bonds for cancellation, accompanied by delivery of a written instrument of
transfer, duly executed in a form acceptable to the Bond Registrar.

Whenever the Series 2001 A Bonds shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a new Bomnd 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 15th day next preceding any installment payment date on the Series 2001 A
Bonds.
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Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 2001 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2001 A Bonds initially issued pursuant hereto and register the transfer, or cause to be
registered by its agent, on such books, the transfer of the Series 2001 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2001 A Bonds for registration or
transfer only if ownership thereof is to be registered in the name of the Purchaser, an
individual (including joint ownership), a corporation, a partnership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
nurnber of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each frust 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 nievertheless 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, Destroved, Stolen or Lost. In case the
Series 2001 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may
in its discretion issue and deliver a new Bond of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bonds or in lieu of
and substitution for the Bonds destroyed, stolen or lost, and upon the holder's furnishing the
Issuer proof of his ownership thereof and complying with such other reasonable regulations
and conditions as the Issuer may require. The Series 2001 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2001 A Bonds shall have
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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 Jost, 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 intetest on
the Series 2001 A Bonds and the Prior Boads 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 soch 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 D.ISTRICT

WATER REVENUE BOND, SERIES l2001 A
(UNITED STATES DEPARTMENT OF AGRICULTURE}

$650,000

No. AR-1 i ' 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 anmum. 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 exira payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become due under this Bond and shall not
affect the obligation of Borrower 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 mnstallment 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 interést to ‘which the holder is entitled accruing between the
effective date of any such prepayment and the date of the Treasury check to the holder.

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

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

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

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

This Bond, under the provisions of the Act, is and has all the qualities and

incidents of a negotiable instrument under the Uniform Commercial Code of the State of

- West Virginta, 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 frormn 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
Governinent pursuant to the Consolidated Farmers Home Rural Development Act. This Bond
shall be subject to the present regulations of the Government and to its future regulations not
inconsistent with the express provisions hereof. ‘

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE 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.

CHES5R066 .2
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IN WITNESS WHEREOF, HARDY COUNTY PUBLIC SERVICEDISTRICT
has cansed 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 Executi{/e Official)

Chairman, Public Service Board
(Title of Executive Official)

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

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

ATTEST:

(Signature of Attesting Official)

Sécretarv. Public Service Board
(Title of Executive Official)

CH658066.2
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(Form of)

RECORD OF ADVANCES

AMOUNT _____ DATE AMOUNT DATE.
s 19§
2 s 20) $
@ $ @n.s _
4 S @) §
(5__$ 23 $
6 __$ 24 %
(D__$ 25§
8) _$ 26_$__
@ __$ 2n_$
1o s (28) %
an_$ 29 $
a2 % (30 _$
13§ (3D _$
(14) - 8 (32) $
(15)_$ (33)_$
(16) 3 (34) S
an_$ (35§
as) s (36)_$
TOTAL $
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(Form of Assignment)

ASSIGNMENT

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

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

- Dated: . L

In the presence of:

CH&658066 .2
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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 previousty
established by the Prior Resolutions) and shall be held by the Depository Bank, separate and
apart from all other funds or accounts of the Depository Bank and from each other:

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

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

(3)  Project Construction Account.

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

(1)  Prior Bonds Reserve Funds (established by the Prior Resolutions); and
() 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.

‘ Moreys 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

CH&658066.2
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installments on the Series 2001 A Bonds if there are not sufficient Net Revenues to make such'r
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 Revenués and Funds.
So long as any of the Series 2001 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2001 A Bonds Reserve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2001 A Bonds remaining unpaid, together with interest accrued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 2001 A Bonds as follows:

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

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

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

(2)  The Issuer shall next, each month, on or
before the due date of payment of each installment on the Prior
Bonds and the Series 2001 A Bonds, transfer from the Revenue
Fund and remit to the National Finance Office, the amounts
required to pay the interest on the Prior Bonds and the
Series 2001 A Bonds and to amortize the principal of the Prior
Bonds and- the Series 2001 A Bonds over the respective lives of

CHE5B066.2
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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 (ii) for deposit
into the Series 2001 A Bonds Reserve Account, 0.4167% of the

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

Reserve Account equals the Minimum Reserve. Moneys in the

‘Series 2001 A Bonds Resérve Account shali be used solely to

make up any deficiency for monthly payments of the principal of
and interest on the Series 2001 A Bonds to the Naticnal 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-

21



CHe58066.2

deficiencies for monthly paymenis 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 oOr sums
transferred therefrom, all on a pro rata basis. Thereafter, and
provided that payments are current and in accordance with the
foregoing provisions, moneys in the Depreciation Reserve may be

- withdrawn by the Issuer and used for replacements, repairs,

improvements or extensions to the System.

(5)  After all the foregoing provisions for use of
moneys in the Revenue Fund have been fully complied with, any
moneys remaining therein and not 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 notw1thstandmg, 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 berein 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 npecessary 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 mot 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,
together with written instructions stating the amount remitted for
deposit into each such fund.

The Revenue Fund, the Series 2001 A Bonds Reserve
Account and the Depreciation Reserve shall constitute trust funds
and shall be used only for the purposes and in the order provided
herein, and until so used, the Purchaser shall have a lien thereon
for further securing payment of the Series 2001 A Bonds and the
interest thereon. I - |

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 rafa,
with respect to the Series 2001 A Bonds and the Prior Bonds, in
accordance with the respective principal amounts then
Qutstanding. ' '

Subject to the Prior Resolutions, the Commission and the
Depository Bark, 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 ar_nortization of discount,
or at par if such investment is held by the "consolidated fund"
managed by the West Virginia Board of Investment Management.
Augy 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 ison
deposit and maintained therein, shall be returned not less than
once each year, by the Commission to the Issuer, to be deposited
in the Revenue Fund. ‘

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

D. USER CONTRACTS. The Issuer shall, prior to
delivery of the Series 2001 A Bonds, provide evidence that there
will be at least 1,113 bona fide users upon the Project on
completion, in full compliance with the requirements and
conditions of the Purchaser.

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

F. INVESTMENT OF EXCESS BALANCES. The
moneys in excess of the sum insured by FDIC in any of such
funds or accounts shall at all imes 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
fssuer to the Commission or the Depository Bank shall clearly
identify the fund or account into which each amount is to be
deposited. '

H. GROSS REVENUES. The Gross Revenues of the .
System shall only be used for purposes of the System. '
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Section 4.05. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 2001 A Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $650,000 (the "Notes"). The Notes shall be in the
form of a line of credit from a commercial bank or other lender, and the Issuer is hereby
authorized to enter into the credit agreement with such commercial bank or other lender. The
Notes shall bear interest from the date or dates, at such rate or rates, payable on such dates
and shall mature on such date or dates and be subject to such prepayment or redempnon all
as provided in the credit agreement.

The Notes shail 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 constifute an indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions. The general furids 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,

CHE5B066.2
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ARTICLE Y

GENERAL COVENANTS, ETC.

Section 5.01. "General Statement. So long as the Series 2001 A Bonds

shall be outstanding and unpaid, or until there shall have been set apart in the Series 2001 A

Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 2001 A

Bonds remaining unpaid, together with interest accrued and to accrue thereon to the date of

prepayment, the covenants and a greements contamed herein shall be and constitute valid and
legally binding covenants between the Issuer and the Holder of the Series 2001 A Bonds.

Section 5.02. Rates. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
annual 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 all the necessary expenses of

operating and rmaintaining 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 writtenn consent of the Purchaser.

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 2001 A Bonds remain outstanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in
the following amounts: :

(a)  Fire, Lightning, 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 ail 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

CHES5B8066.2
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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 not later
than the date of delivery of the Series 2001 A Bonds.

(¢)  Vehicular Public Liabilitv 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
Emplovees of the District Eligible Therefor and Performance and
Payment Bonds, such bonds to be in the amounts of 100% of the
construction contract, will be required 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
commencerment 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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special flood or mudslide prone areas, flood insurance must be
obtained. '

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

Section 5.06. Statutory Mortgage Lien. For the further protection of the
Holder of the Series 2001 A Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, on a parity with the Prior Bonds, which 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":

CH658066.2

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

(b)  Failure to duly and punctually observe or perform

‘any of the covenants, conditions and agreements on the part of the

Issuer contained in the Series 2001 A Bonds or herein, or
violation of or failure to observe any provision of any pertinent
law.
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Section 5.08. Enforcement. Upon the happening of any Event of Default
specified above, then, and in every such case, the Purchaser may proceed to protect and
enforce its rights by an appropriate action in any court of competent jurisdiction, either for
the specific performance of any covenant or agreement, or execution of any power, or for
the enforcement of any proper legal or equitable rémedy 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 Systewn, 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 manper as the court may direct.

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

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

Section 3.10. Compensation of Members of Governing Body. The Issuer
hereby covenants and agrees that no compensation for policy direction shall be paid to the
members of the 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 shall have the right at all reasonable times to inspect
the System and alt records, accounts and data of the Issuer relating thereto.

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

Section 5.13. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 2001 A Bonds are
‘outstanding. -

Section5.14. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the System within its boundaries or within the territory
served by it and will not grant or cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,

agency or instrumentality whatsoever to provide any of the services supplied by the System

within the boundaries of the Issuer or within the territory served by the System.
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ARTICLE VI

-RATES, ETC.

Section 6.01. ‘nitial Schedule of Rates and Charges; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the '
Public Service Commission of West Virginia, entered on April 2, 1998,. -
Case No. 97-0953-PWD-CN, which Final Order is incorporated herein by reference as a part
hereof.

B. There shall not be any dlscmmnatlon or dxfferentlal 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
customiets 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 Systern.

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.

CH658066.,2
31



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 2001 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

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

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

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

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements or provisions hereof should be held contrary to any express
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions bereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 2001 A Bonds.

Section 7.035. Conflicting Provisions Repealed. The Prior Resolutions and
all parts thereof not expressly hereby changed shall continue in full force and effect and this
Bond Legislation shall be supplemental to the Prior Resolutions.

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

Section 7.06. Table of Contents and Headings. The Table of Contents
and headings of the articles, sections and subsections hereof are for convenience only and
shall neither control nor affect in any way the meaning or construction of any of the
provisions hereof.
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Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to €xist, to happen, to be performed or h
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

{ ’ -
Nt T - i
,fff LA A /é /5/ £Zn gl
Chairman 4
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CERTIFICATION

-

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

Dated: September 18, 2001,

[SEAL] - -
By - , .
cdiliwracid A A T
Secretary o '
09/13/01
378080/00001
CHE58066.2
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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:
ARTICLEL
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

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

provisions of law.

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

CH487130.1



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 operaies 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 all 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 expenses as may be necessary or incidental to the
financing herein authorized, the acquisition or construction of the Project and the placing of
same in operation, and the performance of the things herein required or permitted, in
connection with any thereof; provided, that reimbursement to the Issuer for any amounts
expended by it for allowable costs prior to the issuance of the Series 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 bebalf 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 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 Revemue 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 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 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
Series 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. Otber 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
ohtaining 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.

1. 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
lssuer or any temporary Chairman duly selected by the Governing Body.

CH487130.1




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

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

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

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

»Fiscal Year” means each 12-month pertod beginning on July 1 and ending
on the succeeding June 30.

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

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

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

*Gross Revenues” means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and
reasonable provision for 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 shall at any time hereafter be retained
by the Issuer to prepare an independent annual or special audit of the accounts of the System
or for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.
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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).

"Issuer” 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-cxempt obligations.

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

CH487130.1



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

"Operating Expenses" means the reasonable, proper and pecessary 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 funds, taxes and
such other reasonable operating costs and expenses as should normally and regularly be
included under generally accepted accounting principles; provided, that "Operating Expenses”
does not include payments on account of the principal of or redemption premium, if any, or
interest on the Bonds, charges for depreciation, losses from the sale or other disposition of,
or from any decrease in the value of, capital assets, amortization of debt discount or such
miscellaneous deductions as are applicable to prior accounting periods.

"QOutstanding,” when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered, except
(i) any Bond canceled by the Bond Registrar at or prior to said date; (ii) any Bond for the
payment of which monjes, equal to its principal amount and redemption premijum, 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 1938 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 Autherity; or Washington
Metropolitan Area Transit Authority;

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

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

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

(&) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (e) above, with banks or naticnal
banking associations which are members of FDIC or with government bond
dealers recognized as primary dealers by the Federa! Reserve Bank of
New York, provided, that said investments securing said repurchase
agreerments 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

@ 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 TeseIve 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
Resotution 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 inctude 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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ARTICLEII

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. ;
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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 ot 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
nfrastructure 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 shall 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 Supplemental 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 installmenis or maturities, as applicable,
corresponding to the dates of payment of principal instaliments 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 shall be deemed to have been
executed by the Bond Registrar if manually signed by an authorized officer of the Bond
Registrar, but it shall not be necessary that the same officer sign the Certificate of
Authentication and Registration on all of the Bonds issued hereunder.

Section 3.05. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Series 2002 A Bonds shall be and
have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder, in accepting the
Series 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 o1 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, Destroyed, Stolen or Lost. In case the
Series 2002 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may,
in its discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate
and deliver, a new Bond of the same series and of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bond, upon
surrender and cancellation of such mutilated Bond, or in lieu of and substitution for the Bond
destroyed, stolen or lost, and upon the Holder's farnishing 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 lost, 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 Tssuer
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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Section3.08.  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 anthenticate, 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 Anthorized Officer, to authenticate and deliver the
Series 2002 A Bonds to the original purchasers;

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

Series 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:

CH487130.1
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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-1 $_ .

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 (3 ), 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 priof to its stated date of maturity in whole or
in part, but only with the express written consent of the Autherity 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 cosis 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 OT 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 Issuer on March 15, 2002, and a Supplemental
Resolution duly adopted by the Issuer on M E9002 (collectively, the "Bond
Legislation"), and is subject to all the terms and conditions thereof. The Bond Legislation
provides for the issuance of additional bonds under certain conditions, and such bonds would
be entitled to be paid and secured equally and ratably from and by the funds and revenues and
other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON 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 statutery 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 maxmmum 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
Tespective 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
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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 ifs 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, 2 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 commeodity.

IT 1S 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 caused this Bond to be dated
, 2002.

[SEAL]

Chairman

ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

eries 2002 A Bond described in the within-mentioned Bond

This Bond is the S
gistered owner set forth above,

Legislation and has been duly registered in the name of the re
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
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EXHIBIT B

DEBT SERVICE SCHEDULE

CH4B87130.1
24



(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint

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

Dated: »

In the presence of:
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Section 3.11. Sale of Bonds; Approyal 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 hereocf, 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 ali 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.

CH487130.1
26



ARTICLE IV

[RESERVED]
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ARTICIE Y

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 Bank 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 ali other funds or accounts of the Commission and the
Issuer and from each other:

(1) Series 2001 A Bonds Reserve Accournt;
(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 shall be kept separate and
distinct from all other funds of the Issuer and the Depository Bank and used only for the
purposes and in the manner herein provided. All 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 shall 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 shall next, each month, (1) 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 1/31d of
the amount of principal which will mature and become due on the
Series 2002 A Bonds on the mext 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 installment 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 Renewal and Replacement
Fund, an amount equal to 2 1/2% of the Gross Revenues each
month, exclusive of any payments for account of any Reserve
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
rewmaining 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, shail 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 2 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 QOutstanding 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 ali 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 shail be considered as surplus revenues {the "Surplus
Revenues"). Surplus Revenues may be used for any lawful purpose of the System.

E. The Issuer shal! remit fromn the Revenue Fund to the Comimission, the
Registrar, the Paying Agent or the Depository Bank, on such dates as the Comumission, 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 Comrmission 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 ar¢ 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.  All 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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J. 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 2002 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:

(a) Nomne 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;

()  Bach 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 inthe Series 2002 A Bonds Construction Trust
Funds shall 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.
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ARTICLE V11

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 shali 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 ot 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 Comrnission 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 Out 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
jssued by the Issuer after the issuance of the Series 2002 A Bonds and payable from the
revenues of the System, except such additional parity Bonds, shall contain an express
statement that such obligations are junior and subordinate, as to lien on, 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 Legistation 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 ot 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
staterment 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 anmual 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 Accountanis,
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 QOutstanding;
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(2)  Any Parity Bonds theretofore issned 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 shall 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 Holders of the Bonds and the Holders of any Parity Bonds subsequently issued
from time to time within the limitations of and in compliance with this section. All 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 shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject to
the prior and superior liens of the Series 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 Legislation,
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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 instaliation of the Project, the operation and maintenance of the System 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 Coungcil, 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 shall 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 Issuer shall also, at least once a year, cause the books, records and accounts
of the System to be audited by Independent Certified Public Accountants in compliance with
the applicable OMB Circular, or any successor thereto, and the Single Audit Act, or any
successor thereto, to the extent legally required, and shall mail upon request, and make
available generally, the report of the Independent Certified Public Accountants, or a sumimary
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 Consuiting 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 commencement 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 continucusly 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

CH487130.1
42



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 maximuin
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. Inany event,
the Tssuer shall not reduce the rates or charges for services described in Section 7.04.

Section7.10. 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 purpese 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 resclutions 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
Tssuer 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 persontel properly certified by the
State to operate the System during the entire term of the Loan Agreement.

Section 7.12. No Competing Franchise. To the extent legally allowable,
the Issuer will not grant or cause, consent to or allow the granting of, any franchise or permit
to any person, firm, corporation, body, agency oI 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 fuil 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 all delinquent charges for the
services of the System, plus reasonable interest and penalty charges for the restoration of
service, have been fully paid and shall take all further actions to enforce collections to the
maximum extent permitted by law.

Section 7.14. No Free Services. The Issuer will not render or cause to
be rendered any free services of any nature by the System, nor will any preferential rates be
established for users of the same class; and in the event the Issuer, or any department,
agency, instrumentality, officer or employee of 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
\nsurance carrier or carriers as is customarily covered with respect to works and properties
similar to the System. Such insurance shall initially cover the following risks and be in the
following amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE INSURANCE, on all above-ground insurable portions of
the System in an amount equal to the actual cost thereof. Intime 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 Issver, the Authority, the prime contractor and
all subcontractors as their respective interests may appear, in accordance with the Loan
Agreement, during construction of the Project ona 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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(2y 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 Sysiem, 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 ALLEMPLOYEES
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 10 commencement of construction of any additions, extensions or
improvements for the Project in compliance with West Virginia Code, Chapter 38,
Article 2, Section 39.

(4y 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 Jeast equal to the total funds in the
custody of any such person at any one time.

(5y FLOOD INSURANCE, if the facilities of the System are or will be
located in designated special flood o1 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
so 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 Systemn to connect thereto.

Section7.17. Completion, Qperation 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
(i) 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, ali 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 statas 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 reinain excludable from gross
income for federal income tax purposes, and sha!l not take any actions or fail to take any
actions (including, without lirnitation, 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 stafutory mortgage fien upon the System is granted and
created by the Act, which statatory mortgage fien 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 Acreement and Law. The Issuer
shall perform, satisfy and comply with all the terms and conditions of the Loan Agreement
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 applicablé 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 15c2-12 (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, O 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 {0 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; (i1),
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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 agreements set forth in this Section, regardless of whether such actions may
be contrary to any of the provisions of this Resolution.

The Issuer shall annually furnish to the Authority information with respect to the
Issuer's use of the proceeds of the Series 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
applicable 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 ofa 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
deposits into the funds and accounts hereby established, and to apply such rates, rentals, fees,
charges or other revenues in conformity with the provisions of this Bond Legislation and the
Act.

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

Whenever all that 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 ot 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 Issuér 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 all 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 gross
income for federal income tax purposes.
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ARTICLE X1

MISCELLANEOUS

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 Qutstanding; 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 Bends, 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 Legistation 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. All
orders or resolutions, or parts thereof, in conflict with the provisions of this Resolution are,
to the extent of such conflict, hereby repealed; provided that, in the event of any conflict
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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 Jegal advertisement stating:

() 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;

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

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

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

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

L‘E@@Q@%ﬂﬁié4/ /67.14

o
Chairman /7
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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,

{SEAL] : f 2 | i g i\-}

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), OFHARDY 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 Issuer, originally
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 shall be the registered owner of the Series 2002 A Bonds. '

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

Section 3.  The Issuer does hereby authorize, approve, 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 to time as requisitioned by the Issuer.

Section4. 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.

Section7. 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 -0- shall be
deposited in the Series 2002 A Bonds Reserve Account.

Section 9. 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 limnitation, 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 Agreement.

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 will promote the health, welfare and safety of the residents of the Issuer.

Section 12. The Issuer 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 o1 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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meaning of the Code. The Issuer will take all actions necessary to comply with the Code and
Treasury Regulations promulgated or to be promulgated thereunder.

Section 14. The Issuer hereby approves and accepts all contracts relating to
the financing, acquisition and construction of the Project.

Section 15. This Supplemental Resolution shall be effective immediately
following adoption hereof.
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Adopted this 15th day of March, 2002.

HARDY COUNTY PUBLIC SERVICE DISTRICT

By: \f’///{/ﬁﬂﬁd A /{%ﬁ#

Chairman
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Public
Service Board of Hardy County Public Service District on this 15th day of March, 2002.

Dated: March 19, 2002.

[SEAL) , ¢ i i

Secretary

03/08/02
37808.000002
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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
$600.000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2003 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 DOCUMENTSRELATING 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

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

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

A Hardy County Public Service District (the "Issuer”) is a public
service district and a public corporation and potitical 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 extending water service to approximately fifty nine (59) additional customers
in the areas of Durgan Road, Walnut Bottom, Kelly Road and Old Fields Road, including
extending mains and the construction of a hydro-pneumatic booster station (collectively, the
"Project") (the existing public waterworks facilities of the Issuer, the Project and any further
improvemenis or extensions thereto are herein called the "System"), in accordance with the
plans and specifications prepared by the Consulting Engineers, which plansand 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 2003 A (West Virginia Infrastructure Fund), in the total aggregate principal
amount of not more than $600,000 ( the "Series 2003 A Bonds"), to permanently finance the
costs of acquisition and construction of the Project. Said costs shall be deemed 1o include the
cost of all property rights, easements and franchises deemed necessary or convenient
therefor: interest, if any, upon the Series 2003 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
2003 A Bonds Reserve Account (as hereinafter defined); engineering and legal expenses;
expenses for estimates of costs and revenues, €Xpenses 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 2003 A Bonds and such other expenses
as may be necessary or incidental to the financing herein authorized, the acquisition or
construction of the Project and the placing of same in operation, and the performance of the
things herein required or permitted, in connection with any thereof; provided, that
reimbursement to the Issuer for any amounts expended by it for allowable costs prior to the
issuance of the Series 2003 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 2003 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 on a
parity with the Series 2003 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 III), Series 1995 A, dated
December 18, 1995, issued in the original aggregate principal amount of $320,000 (the
“Saries 1995 A Bonds™); (v) Taxabte Water Revenue Bond (Wardensville Exiension), Series
1995 B, dated December 18, 1995, 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 $500,000 (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"); (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") and (ix) Water Revenue Bonds, Series 2002 A
(West Virginia Infrastructure Fund), dated March 19, 2002, issued in the aggregate principal
amount of $1,215,824 (the “Series 2002 A Bonds”). The Series 1988 Bonds, Series 1990
Bonds, Series 1993 Bonds, Series 1995 A Bonds, Series 1995 B Bonds, Series 1598 A Bonds,
the Series 1998 B Bonds, Series 2001 A Bonds and Series 2002 A Bonds are hereinafter
collectively referred to as the "Prior Bonds."

Prior to the issuance of the Series 2003 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
(o the issuance of the Series 2003 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.
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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 2003 A
Bonds, and to make payments into all funds and accounts and other payments provided for
herein.

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 2003 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 2003 A Bonds or such final order will not be

subject to appeal.

1. 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 2003 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 1o be performed by the Issuer shall be for the equal benefit, protection and security
of the Bondholders of any and all of such Series 2003 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 tssuance 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 2003 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.
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" Authorized Officer” means the Chairman of the Governing Body of the
[ssuer or any temporary Chairman duly selected by the Governing Body.

*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, collectively, the Series 2003 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 lssuer.

"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 2003 A Bonds for all or a portion of the proceeds of the Series 2003 A Bonds from the
Authority.

"Code" means the Internal Revenue Code of 1936, as amended, and the
Regulations.

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

"Consulting Engineers” means Thrasher Engineering, Inc., Clarksburg, West
Virginia, or any qualified engineer or firm of engineers, licensed by the State, that shall at
any time hereafter be procured by the lssuer 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 1o be a part of the cost of acquisition and construction of the Project.
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"Council” means the West Virginia Infrastructure and Jobs Development
Council or any other agency of the State of West Virginia that succeeds to the functions of
the Council.

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

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

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

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

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

"Gross Revenues” means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and
reasonable provision for uncotlectible 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 Invesunents, as hereinafter defined, purchased pursuant to
Article 8.01 hereof) or any Tap Fees, as hereinafter defined.

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

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

"Investment Property " means

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

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

(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 defimed).

"Issuer” means Hardy County Public Service District, a pubiic 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 2003 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 2003 A Bonds, plus
accrued interest and premium, if any, less original issue discount, if any, and less proceeds,
if any, deposited in the Series 2003 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 2003 A Bonds, without regard to
whether or not such investment is made in tax-exempt obligations.

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

"Nonpurpose Investment” means any Investment Property 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
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than those capitalized as part of the Costs, payments to pension or retirement funds, taxes and
such other reasonable operating costs and expenses as should normally and regularly be
inciuded under generally accepted accounting principles; provided, that "Operating Expenses”
does not inctude 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.

"Quistanding," 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), (1ii) 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 2003 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, Series 2001 A Bonds and Series 2002 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,

"Project” means the Project as described in Section 1.02(B} hereof.

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

(a) Government Obligations;
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(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 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 arrangerments)
which, o 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 marturity 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 ime 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 (€) 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;
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(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 persén 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 Repiacement 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 2003 A Bonds and Prior Bonds.

"Reserve Requirement” means, collectively, the respective amount required
to be on deposit in the Reserve Accounts for the Series 2003 A Bonds and the Prior Bonds.

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

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

"Series 2003 A Bonds" means the Issuer's Water Revenue Bonds,
Series 2003 A (West Virginia Infrastructure Fund) autherized to be issued hereby.

"Series 2003 A Bonds Construction Trust Fund" means the Series 2003 A
Bonds Construction Trust Fund established by Section 5.0 hereof.

"Series 2003 A Bonds Reserve Account” means the Series 2003 A Bonds
Reserve Account established in the Series 2003 A Bonds Sinking Fund pursuant to
Section 5.02 hereof.

CH576954.1
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“Series 2003 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 2003 A Bonds in the then current or any succeeding year.

"Series 2003 A Bonds Sinking Fund" means the Series 2003 A Bonds Sinking
Fund established by Section 5.02 hereof.

"Sinking Funds” means, collectively, the respective sinking funds established
for the Series 2003 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 2003 A Bonds; provided, that any matter intended by this Resolution to be included
in the Supplemental Resolution with respect to the Series 2003 A Bonds, and not so included,
may be inciuded in another Supplemental Resolution.

"Surplus Revenues" means the Net Revenues not required by the Bond
| egistation to be set aside and heid 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.

"West Virginia Infrastructure Fund” means the West Virginia Infrastructure
Fund established in accordance with Chapter 31, Article 154, 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.

CH5769%4 .1
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ARTICLEII

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROIECT

Section2.01. Authorization of Acguisition and Construction of the Project.
There is hereby authorized and ordered the acquisition and construction of the Project, at an
estimated cost of $600,000, 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 2003 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
ptan submitted 1o the Authority and the Councii.

The cost of the Project is estimated to be $600,000, all of which will be
obtained from the proceeds of the Series 2003 A Bonds.

CH576554 .1
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ARTICLE HI

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 2003 A Bonds, funding a reserve account for the Series 2003 A Bonds,
paying Costs of the Project not otherwise provided for and paying certain costs of issuance
of the Series 2003 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 2003 A Bonds of the Issuer. The Series 2003 A Bonds shall be issued as
a single bond, designated as "Water Revenue Bonds, Series 2003 A (West Virginia
Infrastructure Fund),” in the principal amount of not more tharn $600,000 and shall have such
terms as set forth hereinafter and in the Supplemental Resolution. The proceeds of the
Series 2003 A Bonds remaining after funding of the Series 2003 A Bonds Reserve Account
(if funded from Bond proceeds) and capitalization of interest on the Series 2003 A Bonds, if
any, shall be deposited in or credited to the Series 2003 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 2003 A Bonds shall 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 2003 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 2003 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 Supplemental Resolution, the Series 2003 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 2003 A Bonds. The Series 2003 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 (0 the amount of said Bonds then
Qutstanding and being exchanged, with principal installments or maturities, as applicable,
corresponding to the dates of payment of principal instaliments of said Bonds; provided, that
the Authority shali not be obligated to pay any ¢Xpenses of such exchange.

CH5758954.1
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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 2003 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 2003 A Bonds shall cease to be such
officer of the Issuer before the Series 2003 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 2003 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 2003 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 2003 A Bonds shall be deemed to have been
executed by the Bond Registrar if manually signed by an authorized officer of the Bond
Registrar, but it shall not be necessary that the same officer sign the Certificate of
Authentication and Registration on all of the Bonds issued hereunder.

Section 3.05. Negotiability. Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Series 2003 A Bonds shall be and
have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder, in accepting the
Series 2003 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 2003 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 2003 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 2003 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 canceted 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 er, in the case of any proposed
redemption of Bonds, next preceding the date of the selection of Bonds to be redeemed, and
ending on such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroyed. Stolen or Lost. In case the
Series 2003 A Bonds shall become mutilated or be destroyed, stolen or lost, the [ssuer may,
in its discretion, issue, and the Bond Registrar shall, if so advised by the [ssuer, authenticate
and detiver, a new Bond of the same series and of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bond, upon
surrender and cancellation of such mutilated Bond, or in lieu of and substitution for the Bond
destroyed, stolen or lost, and upon the Holder's furnishing satisfactory indemnity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
surrendered shall be canceled by the Bond Registrar and heid for the account of the Issuer.
If any such Bond shall have natured or be about to mature, instead of issuing a substitute
Bond., the Issuer may pay the same, upon being indemnified as aforesaid, and if such Bond
be lost, stolen or destroyed, without surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the Issuer. The
Series 2003 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 shail be
payable solely from the Net Revenues derived from the operation of the System as herein
provided. No Holder or Holders of the Series 2003 A Bonds shall ever have the right to
compe! the exercise of the taxing power of the Issuer, if any, to pay the Series 2003 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 2003 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, it any, on and other payments for
the Series 2003 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 2003 A Bonds to the Bond Registrar, and the Bond Registrar shall authenticate, register
and deliver the Series 2003 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 2003 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 2003 A Bonds to the originai purchasers;

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

Series 2003 A Bonds.

Section 3.10. Form of Bonds. The text of the Series 2003 A Bonds shail
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:

CH576554 .1
16



(FORM OF SERIES 2003 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
HARDY COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2003 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-1 $

KNOW ALL MEN BY THESE PRESENTS: That HARDY COUNTY
PUBLIC SERVICE DISTRICT, a public service district, 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
payabje in any coOin 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 , 2003,

This Bond is issued (i) to pay 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
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Bond is issued under the authority of and in full compliance with the Constitution and statutes
of the State of West Virginia, including particularly Chapter 16, Article 13A and Chapter 31,
Article 15A of the West Virginia Code of 1931, as amended (the "Act"), a Bond Resolution
duly adopted by the Issuer on , 2003, and a Supplemental Resolution duly
adopted by the Issuer on , 2003 (collectively, the "Bond Legislation"), and is
subject to all the terms and conditions thereof. The Bond Legislation provides for the
issuance of additional bonds under certain conditions, and such bonds would be entitled to be
paid and secured equally and ratably from and by the funds and revenues and other security
provided for the Bonds under the Bond Legisiation.

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 HI}, 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:(8) WATER REVENUE BONDS, SERIES 2001 A; AND (9) WATER REVENUE
BONDS, SERIES 2002 A (WEST VIRGINIA INFRASTRUCTURE FUND)
{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 2003 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 2003 A Bonds Reserve Account and unexpended proceeds of the Bonds.
Pursuant to the Bond Legislation, the lssuer 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
1o 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 2003 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
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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
o the Bond Legislation. Remedies provided the registered owners of the Bonds are
exclusively as provided in the Bond Legislation, to which reference is here made for a
detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of The Huntingten
National Bank, 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 owrner 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 United States Department of
Agriculture for the issuance of parity obligations, this Bond will be in default should any
proceeds of this Bond be used for a purpose that will contribute to excessive erosion of highly
erodible land or to the conversion of 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 caused this Bond to be dated
, 2003,

[SEAL)

Chairman

ATTEST:

Secretary

CH576954 .1
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Fe

(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is the Series 2003 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: , 2003.

THE HUNTINGTON NATIONAL BANK,
as Registrar

Authorized Officer

CHS76954 .1
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{Form of)

EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(3 (19) $
2) 3 (20) _§
3) _§ 215
4)_ 3% (22) §
5, § (23) .8
6 § (24) _$
(7). 8 (25) %
8 % (26) $
9 % 27 %
(10) $ 28 $
an_$ (29 %
(12)_$ (30) _$
(13) § 3L $
(14) S (32) 3%
(15) § 33 §
(16) _§ (34) _$
a7 $ (35) 8
(18§ (36) $

TOTAL $
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(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint
. Attorney to transfer the said Bond

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

Dated: )

[n the presence of:
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Section 3.11. Sale of Bonds: Approval and Ratification of Execution of
Loan Agreement. The Series 2003 A Bonds shall be sold to the Authority, pursuant to the
rerms 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
atiached 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. Filine 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 Y

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 Bank and the Issuer and from each
other:

(1) Revenue Fund (established by Prior Resolution);
(2)  Renewal and Replacement Fund (resulting from the combination
with the Depreciation Reserve established by the Prior

Resolution); and

(3)  Series 2003 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 2003 A Bonds Sinking Fund; and
(2)  Series 2003 A Bonds Reserve Account.

Section 5.03. Systern 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 shall be kept separate and
distinct from all other funds of the Issuer and the Depository Bank and used only for the
purposes and in the manner herein provided. All monies in the Revenue Fund shall be
disposed of only in the following order of priority:

CH576954 .1
27



CH576954 .1

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

(2) The Issuer shalj next, each month, on or before the due
date, transfer from the Revenue Fund and remit to the Paying
Agents, as specified in the Prior Resolutions,, the amounts
required to pay the interest, if any, on the Prior Bonds.

(3) The Issuer shall 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 Paying Agents, as
specified in the Prior Resolutions the amounts required te pay the
principal of the Prior Bonds; and (ii) on the first day of each
month, commencing 3 months prior to the first date of payment of
principal of the Series 2003 A Bonds, transfer from the Revenue
Fund and remit to the Commission for deposit in the
Series 2003 A Bonds Sinking Fund, an amount equal to 1/3rd of
the amount of principal which will mature and become due on the
Series 2003 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 2003 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 the Prior Bonds, transfer
from the Revenue Fund and remit to the Depository Bank or
Commission as specified in the Prior Resolutions the amounts
required to be deposited in the respective Reserve Accounts, and
(ii) on the first day of each month, commencing 3 months prior to
the first date of payment of principal of the Series 2003 A Bonds,
if not fully funded upon issuance of the Series 2003 A Bonds,
transfer from the Revenue Fund and remit to the Commission for
deposit in the Series 2003 A Bonds Reserve Account, an amount
equal to 1/120th of the Series 2003 A Bonds Reserve
Requirement; provided that, no further payments shall be made
into the Series 2003 A Bonds Reserve Account when there shall
have been deposited therein, and as long as there shall remain on
deposit therein, an amount equal to the Series 2003 A Bonds
Reserve Requirement.
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(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 Renewal and Replacement
Fund, an amount equal to 2 1/2% of the Gross Revenues each
month, exclusive of any payments for account of any Reserve
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 VIIT 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 to the 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 2003 A Bonds Sinking Fund shall be used only for the
purposes of paying principal of and interest, if any, on the Series 2003 A Bonds, as the same
shall become due. Monies in the Series 2003 A Bonds Reserve Account shall, during
construction of the Project, be deposited in the Series 2003 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 2003 A Bonds, as the same
shall come due, when other monies in the Series 2003 A Bonds Sinking Fund are insufficient
therefor, and for no other purpose.

All investment earnings on monies in the Series 2003 A Bonds Sinking Fund and
the Series 2003 A Bonds Reserve Account shall be returned, not less than once each year,
by the Comimission to the Issuer, and such amounts shall, during construction of the Project,
be deposited in the Series 2003 A Bonds Construction Trust Fund, and following completion
of construction of the Project, shalt be deposited in the Revenue Fund and applied in fuil, first
to the next ensuing interest payment, if any, due on the Series 2003 A Bonds, and then to the
next ensuing principal payment due thereon.

Any withdrawals from the Series 2003 A Bonds Reserve Account which result
in a reduction in the balance therein to below the Series 2003 A Bonds Reserve Requirement
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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 2003 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 marurity 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 2003 A Bonds Sinking Fund or the Series 2003 A Bonds Reserve Account when the
aggregate amount of funds therein are at least equal to the aggregate principal amount of the
Series 2003 A Bonds issued pursuant to this Bond Legistation 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 2003 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 2003 A Bonds Sinking Fund and the Series 2003 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 inio said accounts shall be automatically debited from the Revenue Fund
and electronically transferred to the Comumission on the dates required hereunder.

Monies in the Series 2003 A Bonds Sinking Fund and the Series 2003 A Bonds
Reserve Account shall be invested and reinvested by the Commission in accordance with
Section 8.01 hereof.

The Series 2003 A Bonds Sinking Fund and the Series 2003 A Bonds Reserve
Account shall be used solely and only for, and are hereby pledged for, the purpose of
servicing the Series 2003 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 2003 A Bonds and
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all such payments shall be remiited 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 peried
as required by the Act, such excess shall be considered as surplus revenues (the "Surplus
Revenues"). Surplus Revenues may be used for any tawful purpose of the System.

E. The Issuer shall remit from the Revenue Fund to the Comumission, the
Registrar, the Paying Agent or the Depository Bank, on such dates as the Comumission, 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
Comrmnission on the dates required.

F. The monies in excess of 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 Quatified Investments as shall be eligible as security for deposits of
state and municipal funds under the laws of the State.

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

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

CH5769554 .1
31



J. All Tap Fees shall be deposited by the Issuer, as received, in the Series
2003 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; DISBURSEMENTS
Section6.01 . Application of Bond Proceeds: Pledge of Unexpended Bond

Proceeds. From the monies received from the sale of the Series 2003 A Bonds, the following
amounts shall be first deducted and deposited in the order set forth below:

A. From the proceeds of the Series 2003 A Bonds, there shall first be
deposited with the Commission in the Series 2003 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 (o pay interest on the Series 2003 A Bonds for the
period commencing on the date of issuance of the Series 2003 A Bonds and ending 6 months
after the estimated date of completion of construction of the Project.

B. Next, trom the proceeds of the Series 2003 A Bonds, there shall be
deposited with the Commission in the Series 2003 A Bonds Reserve Account, the amount,
if any, set forth in the Supplemental Resolution for funding the Series 2003 A Bonds Reserve
Account.

C. As the Issuer receives advances of the remaining monies derived from
the sale of the Series 2003 A Bonds, such monies shall be deposited with the Depository Bank
in the Series 2003 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 2003 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 2003 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 2003 A Bonds Construction Trust Fund shall be made only after subrmission to and
approva! from the Council, of a certificate, signed by an Authorized Officer and the
Consulting Engineers, stating that:

(a) None of the iterns 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;

(c}  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 appiication, monies in the Series 2003 A Bonds Construction Trust
Fund shall be invested and reinvested in Qualified Investments at the written direction of the
issuer.

The [ssuer shall expend all proceeds of the Series 2003 A Bonds within 3 years
of the date of issuance of the Council's Bonds, the proceeds of which were used to make the
ioan to the Issuer,
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ARTICLE VI

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 2003 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 2003 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 2003 A Bonds shall not be nor constiute 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 2003 A Bond shall ever have the right 1o compel the exercise of the
taxing power of the Issuer, if any, to pay the Series 2003 A Bonds or the interest, if any,
thereon.

Section 7.03. Bonds Secured by Pledse of Net Revenues; Lien Position
with Respect to Prior Bonds. The payment of the debt service of the Series 2003 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 2003 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 Legistation.

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
May 28, 2003, in Case No. 00-1733-PWD-CN.
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So tong as the Series 2003 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 tunds 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 2003 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 7.03. 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 2003 A Bonds are outstanding and except as otherwise required by law
or with the written consent of the Authority and the Ceuncil, 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 fully pay all the Bonds
Outstanding in accordance with Article X hereof. The proceeds from any such sale,
mortgage, lease or other disposition of the System shall, with respect to the Series 2003 A
Bonds, immediately be remiited to the Commission for deposit in the Series 2003 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 2003 A
Bonds. Any balance remaining after the payment of the Series 2003 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 rpanner 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 reseclution duly adopted,
determine that such property comprising a part of the System 1s no longer necessary, useful
or profitable in the operation thereof and may then provide for the sale of such 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 Quistanding. 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 Pavable 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 2003 A Bonds. All obligations
issued by the Issuer after the issuance of the Series 2003 A Bonds and payable from the
revenues of the System, except such additional parity Bonds, shall contain an €xpress
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 2003 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 2003 A Bonds, and the interest thereon,
if any, upon any or all of the income and revenues of the Systemn pledged for payment of the
Series 2003 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 2003 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.

Al Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2003 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 betierments
to the System or refunding any ouitstanding Bonds, or both such purposes.

So long as the Prior Bonds held by the United States of America are
Qutstanding, no Parity Bonds shali 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 then proposed to be issued.

. The foregoing limitation may be waived or modified by the written consent of
the Holders of the Prior Bonds held by the United States of America, representing 75 % of the
then-outstanding principal indebtedness. In the event the foregoing limitation is waived or
when the Prior Bonds held by the United States of America 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 statemment 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 Qutstanding;

CH576554.1
38



(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 io 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 1o may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Ceriified Public Accountants, on account of increased rates, rentals, fees and charges for the
System adopted by the Issuer, the time for appeal of which shall have expired prior to
issuance of such Parity Bonds.

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

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequentiy issued, the lien of which on the revenues of the System is subject to
the prior and superior liens of the Series 2003 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 2003 A Bonds.

No Parity Bonds shall be issued at any time, however, uniess all of the payments
into the respective funds and accounts provided for in this Bond Legislation with respect to
the Bonds then Qutstanding, and any other payments provided for in this Bond Legislation,
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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 Councitl such documents and
information as they may reasonably require in connection with the acquisition, construction
and installation of the Project, the operation and maintenance of the System and the
administration of the loan or any 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 Legisiation shall have the right at all reasonable .
times to inspect the System and all parts thereof and all records, accounts and data of the
Issuer relating thereto.

The accounting systemn 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 shall 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 2003 A Bonds, and shall mail in each year to any Holder or Holders
of the Series 2003 A Bonds, requesting the saimne, 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 Issuer shall also, at least once a year, cause the books, records and accounts
of the System to be audited by Independent Certified Public Accountants in compliance with
the applicable OMB Circular, or any Successor thereto, and the Single Audit Act, or any
successor thereto, to the extent legally required, and shall mail upon request, and make
available generally, the report of the Independent Certified Public Accountants, or a surmmary
thereof, to any Holder or Holders of the Series 2003 A Bonds, and shall submit said report
to the Council and the Authority, or any other original purchaser of the Series 2003 A
Bonds. Such audit report submitted to the Authority and the Coungcil 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 shatl 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 commencement 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 2003 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
o 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 2003 A Bonds and all other
obligations secured by a lien on or payable from such revenues on a parity with the
Series 2003 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 2003 A Bonds Reserve Account and the reserve accounts for obligations on a parity
with the Series 2003 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 2003 A Bonds and all other obligations secured by a lien on or payable from such
revenues on a parity with the Series 2003 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 resoiution 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 titmes to the Authority and the Council and to any Holder of any Bonds, or anyone
acting for and on 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 to or allow the granting of, any franchise or permit
to any person, firm, corporation, body, agency or instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.

Section 7.13. 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 20 days after the same shall become due and
payable, the user of the services and facilities shall be delinquent untii such time as all such
rates and charges are fully paid. To the extent authorized by the laws of the State and the
rules and regulations of the Public Service Commission of West Virginia, rates, rentals and
other charges, if not paid, when due, shall become a lien on the premises served by the
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Systern. 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 all delinquent charges for the services of the System, plus
reasonable interest and penalty charges for the restoration of service, have been fully paid and
shall take all further actions to enforce collections to the maximum extent permitted by law.

Section 7.14. No Free Services. The Issuer will not render or cause to
be rendered any free services of any nature by the System, nor will any preferential rates be
established for users of the same class; and in the event the Issuer, or any department,
agency, instrumentality, officer or employee of either shall avail itself or themselves of the
tacilities 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 7.135. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Series 2003 A Bonds remain Qutstanding, the Issuer
will, as an Operating Expense, procure, carry and maintain insurance with a reputable
insurance carrier or carriers as is customarily covered with respect to works and properties
similar to the System. Such insurance shall initially cover the following risks and be in the
following amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE INSURANCE, on all above-ground insurable portions of
the System in an amount equal to the actual cost thereof. In time of war the Issuer will
also carry and maintain insurance to the extent available against the risks and hazards
of war. The proceeds of all such insurance policies shall be placed in the Renewal and
Replacement Fund and used only for the repairs and restoration of the damaged or
destroyed properties or for the other purposes provided herein for 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) 1o protect the interests of the Issuer, the Authority, the prime contractor and
all subcontractors as their respective interests may appear, in accordance with the Loan
Agreement, during construction of the Project on a 100% basis (completed value form)
on the insurable portion of the Project, such tnsurance 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 $500,000 per occurrence from claims for damage to property
of others which may arise from the operation of the System, and insurance with the
same Hmits to protect the Issuer from claims arising out of operation or ownership of
motor vehicies of or for the System. '

(3) WORKER'S COMPENSATION COVERAGE FORALLEMPLOYEES
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 ot 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.

(3 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 lability insurance, vehicular iiability 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
so 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 insurance prior to commencement of construction.

Section 7.16. Connections. To the extent permiited 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.

Section7.17. Completion, Operarion 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 tong as the Series 2003 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
2003 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
(i) not in excess of 10% of the Net Proceeds of the Series 2003 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 2003 A Bonds during the term thereof is, under the terms of the
Series 2003 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 2003 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 2003 A Bonds during
the term thereof is, under the terms of the Series 2003 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 2003 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 2003 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 3% or $5,000,000 of the Net Proceeds of the Series 2003 A Bonds are
wsed, 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 shail 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 2003 A Bonds to be "federally guaranteed” within the meaning of Section 149(b)
of the Code.

D. INFORMATION RETURN. If required, the 1ssuer shall file all
statements, instruments and returns necessary (o assurc the tax-exempt status of the
Series 2003 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. EURTHER 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 2003 A Bonds will be and remain excludable from gross
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. Stamatory Mortgage Lien. For the further protection of the
Holders of the Series 2003 A Bonds, a statutory mortgage tien 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 2003 A Bonds and
shall be on a parity with the statutory mortgage lien in favor of the Holders of the Prior
BRonds.

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 Agreement
and the Act. Notwithstanding anything herein to the contrary, the Issuer will provide the
Council with copies of all documents submitted t© 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 annuat 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 2003 A Bonds or immediately thereafter, enter
into written contracts for the imunediate acquisition or construction of the Project.

B. The lssuer 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 2003 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 2003 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 bulietin, sign or other public
comumunication 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 Legistation 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 er 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 2003 A
Bonds are Qutstanding and as long thereafier as necessary 10 comply with the Code and
assure the exclusion of interest, if any, on the Series 2003 A Bonds from gross income for
federal income tax purposes.

Section 8.02. Ceriificate 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 2003 A Bonds as a condition to issuance of the Series 2003 A
Bonds. In addition, the Issuer covenants (i) to comply with the Code and all Regulations from
time to time in effect and applicable to the Series 2003 A Bonds as governmental bonds; (i1)
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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 2003 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 2003 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 the Council, to ensure compliance with the covenants and agreements set
forth in this Section, regardless of whether such actions may be contrary to any of the
provisions of this Resolution.

The Issuer shall annually furnish to the Authority information with respect to the
Issuer’s use of the proceeds of the Series 2003 A Bonds and any additional information
requested by the Authority.
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ARTICLE X

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 2003 A Bonds:

(1) If default occurs in the due and punctual payment of the
principal of or interest, if any, on the Series 2003 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 2003 A Bonds set forth in this Bond Legislation, any
supplemental resolution or in the Series 2003 A Bonds, and such
defauit 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 bankrupicy laws or any other
applicable 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 [ssuer 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 2003 A Bonds shall
be on a parity with the of the holders of the Prior Bonds.

CHS768%54 .1

51



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
comumencement 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
deposits into the funds and accounts hereby established, and to apply such rates, rentals, fees,
charges or other revenues in conformity with the provisions of this Bond Legislation and the
Act.

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

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Bond Legislation for reserve, sinking or other funds and upon any other
obligations and interest thereon having a charge, lien or encumbrance upon the revenues of
the System shall have been paid and made good, and all defaults under the provisions of this
Bond Legislation shall have been cured and made good, possession of the System shall be
surrendered to the Issuer upon the entry of an order of the court to that effect. Upon any
subsequent default, any Registered Owner of any Bonds shall have the same right to secure
the further appoiniment 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 chall 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 10 and ownership of said System shall remain in the Issuer, and no court shall have
any jurisdiction to enter any order or decree permitiing 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 io the Holders of the Series 2003 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 all covenants, agreements and other obligations of
the Issuer to the Registered Owners of the Series 2003 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 2003 A Bonds from gross
income for federal income tax purposes.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond Legislation. Prior to
issuance of the Series 2003 A Bonds, this Resolution may be amended or supplemented in any
way by the Supplemental Resolution. Following issuance of the Series 2003 A Bonds, no
material modification or amendment of this Resotution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the rights of Registered
Owners of the Series 2003 A Bonds shall be made without the consent in writing of the
Registered Owners of the Series 2003 A Bonds so affected and then Qutstanding; provided,
that no change shali 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 shail
be made that would reduce the percentage of the principal amount of Bonds, required for
consent to the above-permitied amendmenis 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 relaling to rebate
requirements or otherwise as may be necessary to assure the excludability of interest, if any,
on the Series 2003 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 charige, 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 2003 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 11.035. Conflicting Provisions Repealed; Prior Resolution. All
orders or resolutions, or parts thereof, in conflict with the provisions of this Resolution are,
to the extent of such conflict, hereby repealed; provided that, in the event of any conflict
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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 ouistanding.

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
1o 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 2003 A Bonds to be
issued:

(b) The maximum interest rate and terms of the
Series 2003 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 wiil 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 Public
Service Commission of West Virginia.
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Section 11.08. EffectiveDate. This Resolution shall take effect
immediately upon adoption.

Adopted this 23rd day of July, 2003.

W ptitw IS e

Chairman

07/07/03
378080.00003
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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 23zd day of July, 2003,

Dated: July 30, 2003.

ISEAL] .
e A AR DA S o

Secretary
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Loan Agreement included in bond transcript as Document 3.
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2003 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 2003 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
July 23, 2003 (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 $600,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2003 A (WEST VIRGINIA INFRASTRUCTURE
FUND); PROVIDING FOR THE RIGHTS AND REMEDIES OF
AND SECURITY FOR THE REGISTERED OWNERS OF

CHS576881.1




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 2003 A (West Virginia Infrastructure Fund), of the Issuer (the "Bonds” or the
"“Series 2003 A Bonds"), in the principal amount not to exceed $600,000, and has authorized
the execution and delivery of the loan agreement relating to the Series 2003 A Bonds,
inctuding 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 paymentdates, 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 2003 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 |.  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 2003 A (West Virginia Infrastructure Fund), of the Issuer, originally
represented by a single Bond, numbered AR-1, in the principal amount of $534,200. The
Series 2003 A Bonds shall be dated the date of delivery thereof, shall finally mature
June 1, 2043, and shall bear no interest. The principal of the Series 2003 A Bonds shall be
payable quarterly, on March 1, June 1, September 1 and December 1 of each year,
commencing December 1, 2004 and maturing June 1, 2043, 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 2003 A Bonds. The Series 2003 A Bonds shall be subject to redemption upon the
written consent of the Authority and the Council, and upon payment of the redemption
premium, if any, and otherwise in compliance with the Loan Agreement, so long as the
Authority shall be the registered owner of the Series 2003 A Bonds,

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

Section 3. The Issuer does hereby authorize, approve, 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 to time as requisitioned by the Issuer.

Section 4. The Issuer does hereby appoint and designate The Huntington
National Bank, Charleston, West Virginia, to serve as Registrar (the "Registrar”) for the
Series 2003 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 2003 A Bonds under the Bond Resolution.
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Section 6.  The Issuer does hereby appoint and designate Capon Valley Bank,
Moorefield, West Virginia to serve as Depository Bank under the Bond Resolution.

Section 7.  Series 2003 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2003 A Bonds Sinking Fund, as capitalized interest.

Section 8. Series 2003 A Bonds proceeds in the amount of -O- shall be
deposited in the Series 2003 A Bonds Reserve Account.

Section 3. The balance of the proceeds of the Series 2003 A Bonds, as
advanced from time to time, shall be deposited in or credited to the Series 2003 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 2003 A Bonds and
reiated 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 2003 A Bonds may be
delivered on or about July 30, 2003, to the Authority pursuant to the Loan Agreement.

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 will promote the health, welfare and safety of the residents of the Issuer.

Section 12. The Issuer 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 2003 A Bonds Sinking Fund, including the Series 2003 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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meaning of the Code. The Issuer will take all actions necessary to comply with the Code and
Treasury Regulations promulgated or to be promulgated thereunder.

Section 14. The Issuer hereby approves and accepts all contracts relating to
the financing, acquisition and construction of the Project.

Section 15. This Supplemental Resolution shall be effective immediately
foliowing adoption hereof.
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Adopted this 23rd day of July, 2003.

HARDY COUNTY PUBLIC SERVICE DISTRICT

By: AaliZie jﬁ%g
C

hairman
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Public
Service Board of Hardy County Public Service District on this 23rd day of July, 2003,

Dated: July 30, 2003

[SEAL)
v A A DR, Ao
Secretary
07/11/03
378080.00003
CHS576861.2



SPECIMEN

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
HARDY COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2003 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-1 $534,200

KNOW ALL MEN BY THESE PRESENTS: That as of this 30th day of
July, 2003, HARDY COUNTY PUBLIC SERVICE DISTRICT, a public service district,
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
FIVE HUNDRED THIRTY-FOUR THOUSAND TWO HUNDRED DOLLARS ($534,200),
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 December 1, 2004, as set forth on the "Debt
Service Schedute” 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 behaif of the Council, dated July 30, 2003.

This Band is issued (i} to pay 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 fuli compliance with the Constitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article 13A and
Chapter 31, Article 15A of the West Virginia Code 0f 1931, as amended (the "Act"), a Bond
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Resolution duly adopted by the Issuer on July 23, 2003, and a Supplemental Resolution duly
adopted by the Issuer on July 23, 2003 (collectively, the "Bond Legisiation™), and is subject
10 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 1588; (2)
WATER REVENUE BOND, SERIES 1590; (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:(8) WATER REVENUE BONDS, SERIES 2001 A; AND (9) WATER REVENUE
BONDS, SERIES 2002 A (WEST VIRGINIA INFRASTRUCTURE FUND)

(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) 1o 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 2003 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 shalt 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
[o pay the same, except from said special fund provided from the Net Revenues, the monies
in the Series 2003 A Bonds Reserve Account and unexpended proceeds of the Bonds.
Pursuant to the Bond Legistation, 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
t0 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 withthe Bonds, including the-Prior. -
Bonds; provided however, that so long as there exists in the Series 2003 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 o 110%. The Issuer has entered into certain further
covenants with the registered owners of the Bonds for the terms of which reference is made
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to the Bond Legislation. Remedies provided the registered owners of the Bonds are
exclusively as provided in the Bond Legislation, to which reference is here made for a

detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of The Huntington
National Bank. Charleston, West Virginia, as registrar (the "Registrar"), by the registered
owner, or by its aiorney 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, uniil so applied, in favor of the registered owner of this

Baond.

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

{T IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at the
.ssuance 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 [ssuer 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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CH.0

IN WITNESS WHEREOF, HARDY COUNTY PUBLIC SERVICE

DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be
hereunzo affixed and attested by its Secretary, and has caused this Bond to be dated as of the

day and year first above written.

e

[SEAL] C A MV
/}’;‘/r;{”,-/ i 4 /(LQ A ._; i
Chairman %? A\ A7
ATTEST:

QA
] N

P AT - e : N
"’\}'{_"“—'z“dwgﬂ-’ T La—
Secretary "




CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is the Series 2003 A Bond described in the within-mentioned Bond
Legislation and has been duly registered in the name of the registered owner set forth above,

ac of the date set forth below.
Date: July 30, 2003.

THE HUNTINGTON NATIONAL BANK,
as Registrar

}":‘
/g_ /V'!K@?L?CL/\//

Authorized Offfcer i 7
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1) $14.920 07/30/03 (19 §
2) 3 0) §
(3) % 2D 3
4 % (22) 3
() $ (23) %
(Y I (24) 5
7n $ 25 _$
8 3 (26) $
9 3 20 3
(10 % (28) 3
(1§ (29) %
(12) § 30 3
(13) $ 3n_ 3
(d4) 3 {32) 3§
(5 3 (33) 3
(16) 3 (3d) §
AT (35 §
(18) § (36) 3

TOTAL 3
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Hardy County Public Service District (West Virginia)
Loan of $534,200 .
40 Years, 0% Interest Rate
Closing Date: July 13, 2003
DERT SERVICE SCHEDULE
Cate + Cauporr
9/01/2003 - - )
12/01/2003 . - .
3/01/2004 - - .
6/01/2004 . . .
9/01/2004 . . §
12/01/2004 3,446.46 - 3,446 46
3/01/2005 3,446.46 . 3,446 46
6/01/2005 3,446.46 . 3,446.46
9/01/2005 3,446.46 - 3,446.46
12/01/2005 3,446.46 - 3,448.46
3/01/2006 3,446.46 - 3,446.46
6/01/2006 3,446.46 . 3,448.46
9/01/2006 3,446.46 - 3,446.46
12/01/2006 3,446.46 - 3,446.46
3/01/2007 3.446.46 - 3,446.46
6/01/2007 3,446.46 . 3,446.46
9/01/2007 3,446.46 - ‘ 3,446.46
12/01/2007 3,446.46 - 3,446.46
3/01/2008 | 3,446.46 . 3,446.46
6/01/2008 3,446.46 - 3,446.46
9/01/2008 3,446.46 - 3,446.46
12/01/2008 3,446.46 . 3,446.48
3/01/2009 3,446.46 - 3,446.46
6/01/2009 3,446.46 - 3,446.46
9/01/2009 3,446.46 - 3,446,468
12/01/2009 3.446.46 - 3,446.46
3/01/2010 3,446.46 - 3,446.46
8/01/2010 3,446.46 - 3,446.,46
9/01/2010 3,446.46 - 3,446.46
12/01/2010 3,446.46 - 3,446.46
3/01/2011 3,446.45 . 3,446.45
6/01/2011 3,448.45 . 3,446.45
8/01/2011 3,446.45 - 3,446.45
12/01/2011 344645 . 3,446.45
3/01/2012 3,446.45 . 3,446.45
6/01/2012 3,446.45 - 3,446.45
9/01/2012 3,446.45 . 3,446.45
12/01/2012 3,446.45 . 3,446.45
3/01/2013 3.446.45 . ‘ 3,446.45
6/01/2013 3,446.45 - 3,446.45
$/01/2013 3.446.45 . 3,448.45
12/01/2013 3,445.45 - - , 3,446.45
3/04/2014 3,446.45 - 3,446.45
B/01/2014 3,446.45 - 3,446.45
9/01/2014 3,446.45 . 3,446.45
12/01/2014 3,446.45 - 3,446.45
3/01/2015 3,448.45 - 3,446.45

File = Hardy County Public Service District Loans.sf-IF £-23-03- SINGLE PURPOSE

Ferris, Baker Wartts
6/23/2003 9:27 AM

West Virginia Public Finance Office




Hardy County Public Service District (West Virginia)
Loan of $534,200
40 Years, 0% Inrterest Rare
Closing Dare: July 15, 2003
DEBT SERVICE SCHEDULE
i Date oo Principal oo oo Coupen o Total P+ .
6/01/2015 3,446.45 - 3,446.45
9/01/2015 3,446.45 - 3,446.45
12/01/2015 3,446.45 - 3,446.45
3/01/2016 3,446.45 - 3,446.45
6/01/2016 3.446.45 - 3,446.45
9/01/2016 3,446.45 - : 3,446.45
12/01/2018 3,446.45 . 3,445.45
3/01/2017 3,446.45 - 3,446.45
6/01/2017 3.446.45 - 3,446.45
9/01/2017 3.446.45 - 3,446.45
12/01/2017 3,446.45 - 3,446.45
3i01/2018 3.446.45 - 3,446.45
6/01/2018 3,446.45 - 3,446.45
9/01/2018 3,446:45 - 3.446.45
12/01/2018 3,446.45 : - 3,446.45
3/01/2019 3,446.45 - 3,446.45
6/01/2019 3,446.45 - 3,446.45
9/01/2019 3.446.45 - . 3,446.45
1210172019 3,446.45 - 3,446.45
3/01/2020 3,446.45 - 3,446.45
6/01/2020 3,446.45 - 3,446.45
30172020 3,446.45 - 3,446.45
12/01/2020 3,446.45 - 3,446.45
3/01/2021 3,446.45 - 3,446.45
6/01/2021 3,446.45 - 3,446.45
9/01/2021 3,446.45 - 3,446.45
12/01/2021 3,446.45 - 3,446.45
3/01/2022 _3.445.45 - 3,446.45
6/01/2022 3,446.45 - 3,446.45
9/01/2022 3,446.45 - 3,446.45
12/01/2022 3,446.45 - 3,446.45
3/01/2023 3,446.45 - 3,446.45
86/01/2023 3.,446.45 - 3,446.45
9/01/2023 3,446.45 - 3,446.45
12/01/2023 3.446.45 - 3,446.45
3/01/2024 3,446.45 - 3,446.45
510112024 3,446.45 - 3,446.45
9/01/2024 3,446.45 - 3,446.45
12/01/2024 3,446.45 - 3,446.45
3/01/2025 3,446.45 - 3,446.45
6/01/2025 3,446.45 - 3,446.45
¢/01/2025 3,446.45 - - 3,446.45 - -
12/01/2025 3,446.45 - 3,446.45
3/01/2026 3,4486.45 - - 3,446.45
6/01/2026 3,446.45 - 3,446.45
9/01/2026 3.446.45 - 3,446.45
12/01/2026 3.446.45 - 3,446.45
Ferris, Baker Warts File = Hardy County Public Service District Loans.sf-IF 6-23-03- SINGLE PURPOSE

West Virginia Public Finance Office 6/23/2003 9:27 AM



Hardy County Public Service District (West Virginia)
Loan of $534,200
40 Years, 0% Interest Rarte
Closing Date: July 15, 2003
GEBT SERVICE SCHEDULE
- pate. .. o0 Prncipal oo ... Coupom ..
3/01/2027 3,446.45 - 3,446.45
6/01/2027 3,446.45 - 3,446.45
9/01/2027 3.446.45 . 3,446.45
12/01/2027 3,446.45 - 3,446.45
3/01/2028 3,446.45 . 3,446.45
6/01/2028 3,446.45 - 3,446.45
9/01/2028 3,446.45 - 3.446.45
12/01/2028 3.446.45 . 3,446.45
3/01/2029 3,446.45 - 3,446.45
6/01/2029 3,446.45 - 3,446.45
9/01/2029 3.446.45 . 3,446.45
12/01/2029 3,446.45 - 3,446.45
3/01/2030 3,446.45 . . 3,446.45
6/01/203C 3,446.45 - 3,446.45
9/01/2030 3,446.45 - 3,446.45
12/01/2030 3,446.45 . 3,446 45
3/01/2031 3,446.45 - 3,446.45
6/01/2031 3,446.45 - 3,446.45
9/01/2034 3,446.45 - 3,446.45
12/01/2031 3_,445.45 - 3,446.45
3/01/2032 3.446.45 “ 3,446.45
6/01/2032 3,446.45 - 3,446.45
9/01/2032 3,446.45 - 3,446.45
12/01/2032 3,448.45 - 3,446.45
3/01/2033 3,446.45 - 3,448.45
6/01/2033 3,446.45 - 3,446.45
9/01/2033 3,446.45 - 3,448.45
12/01/2033 3,446.45 - 3,446.45
3/01/2034 3,446.45 - 3,446.45
6/01/2034 3,446.45 ’ - 3,446.45
8/01/2034 3,446.45 - 3,446.45
12/01/2034 3,446.45 - 3,446.45
3/01/2035 3,446.45 - 3,446.45
6/01/2035 3,446.45 - 3,446.45
5/01/2035 3,446.45 - 3,446.45
12/01/2035 3,446.45 - 3,446.45
3/01/2036 3,446.45 - 3,446.45
6/01/2036 3,446.45 - 3,446.45
9/01/2036 3,446.45 - . 3,446.45
12/01/2036 3,446.45 - 3,446.45
3/01/2037 3,446.45 - 3,446.45
6/01/2037 3,446.45. - 3.446.45. .
9/01/2037 3,446.45 - 3,446.45
12/01/2037 3,446.45 - 3,446.45
3/01/2038 3,446.45 - 3,446.45
6/01/2038 3,446.45 - 3,446.45
6/01/2038 3,446.45 - 3,446.45

Eile = Hardy County Public Service District Loans.s-IF 6-23-03- SINGLE PURPOSE

Ferris, Baker Warts
6/23/2003 9:27 AM

West Virginia Public Finance Office



Hardy County Public Service District (West Virginia)
Loan of $534,200

40 Years, C% Interest Rate

Closing Date: July 15, 2003

DEBT SERVICE SCHEDULE

- Date - - Principat

12/01/2038 3,446.45 - 3,446.45
3/01/2039 3,446.45 - 3,446.45
6/01/2039 : 3,446.45 - 3,446.45
9/01/2039 3,446.45 - 3,446.45
12/01/2039 3,446.45 - 3,446.45
3/01/2040 3,446.45 - 3,446.45
6/01/2040 3,446.45 - . 3.,446.45
9/01/2040 3,446.45 - 3,446.45
12/01/2040 3,446.45 - 3,446.45
3/01/2041 3,446.45 - 3,446.45
6/01/2041 3,446,453 - 3,446.45
9/01/2041 3,446.45 - 3.446.45
12/01/2041 3,446.45 . 3,446.45
3/01/2042 3,446.45 - 3,446.45
6/01/2042 3,446.45 . 3,446.45
9/01/2042 3,446.45 - 3,4486.45
12/01/2042 3,446.45 - 3,446.458
3/01/2043 3,446.45 - 3,446.45
6/01/2043 3,446.45 - 3,446.45
Total 534,200.00 - 534,200.00

YIELD STATISTICS

BONG Y EAE DOUAIS. e seeeee i tteevti ittt s erersvsrmnnes cobmtmbasnsms e dbabaeatssebsmbab sbsrabaraneranananas $11,019.35
AVEFAGE LiT.. it 20.628 Years
AVEIAGE COUPOM. ottt it stk e st s e b s -
Net Interest CoSt (NIC) o e e s -
True Interest Cost {TIC) . i 1.01E-10
Bend Yield for Arhitrage PUTPOSES.....oie i e 1.01E-10
Al NCIUSIVE COSE{ALC ). ittt e 1.01E-10
IRS FORM 8038

NEL HIEEMESE C Ot i ivrie i rriee et e e et e at e st s s ae st e s s e e eensiran -
Weighted Average Maturity......ooi i 20.628 Years

_ File. = Hardy. Cowary Public Senvice Districr Loansst-TF.6-23-03- SINGLE PURPOSE

Ferns, Boker Wans
6/23/2003 9:27 AM

West Virginia Public Finance Office




ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint
, Artorney 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: )

o
P EO\N\E

In the presence of:

07/22/03
178080.00003
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WEST VIRGINIA

Water Development Authority
Celebrating 34 Years of Service 1974 - 2008

October 14, 2008

Hardy County Public Service District
Water Revenue Bonds, Series 2008 A
{United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

In reliance upon the certificate of Griffith & Associates, the independent certified public
accountant, and the opinion of Steptoe & Johnson PLLC, bond counsel, that the coverage and parity tests
have been met, the undersigned duly authorized representative of the West Virginia Water Development
Authority (the “Authority™), the registered owner of the Prior Bonds, hereinafter defined and described,
hereby consents to the issuance of the Water Revenue Bonds, Series 2008 A (United States Department of
Agriculture), in the original aggregate principal amount of $2,366,000, by the Hardy County Public
Service District (the “Issuer”), under the terms of the resolution authorizing the Bonds, on a parity, with
respect to liens, pledge and source of and security for payment, with the Issuer’s (1) Water Revenue
Bonds, Series 2002 A (West Virginia Infrastructure Fund), dated March 19, 2002, issued in the original
aggregate principal amount of $1,215,824 (the “Series 2002 A Bonds”); and (2) Water Revenue Bonds,
Sertes 2003 A (West Virginia Infrastructure Fund), dated July 30, 2003, issued in the original aggregate
principal amount of $534,200 (the “Series 2003 A Bonds™) (collectively, the “Prior Bonds™).

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

180 Association Drive, Charleston, WV 25311-1217 3
CH4900533.1 phone (304) 538-3612 / fax (304) 558-0299
www.wywda.org



SPECIMEN

UNITED STATES OF AMERICA
HARDY COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2008 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$2,366,000
No. AR-1 - Date; October 14, 2008

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 TWO MILLION THREE HUNDRED SIXTY SIX
THOUSAND DOLLARS ($2,366,000), plus interest on the unpaid principal balance at the
rate of 4.5% perannum. The said principal and interest shall be paid in monthly
installments in the amount of $10,647 commencing November 14, 2008 and continuing on
the corresponding day of each month, except that final installment shall be paid at the end of
the 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. '

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

CH5000167.1




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

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

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

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

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

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

2
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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 October @, 2008, authorizing issuance of this Bond (the
“Resolution™).

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

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

(1) WATER REVENUE BONDS, SERJES 1988 (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED MARCH 15, 1989, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $300,000 (THE “SERIES 1988
BONDS™);

(2) WATER REVENUE BONDS, SERIES 1990 UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JULY 12, 1990,ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $50,000 (THE “SERIES 1990
BONDS™);

(3)  WATER REVENUE BONDS, SERIES 1993 UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JUNE 22, 1993, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $330,000 (THE “SERIES 1993
BONDS™);

(4)  WATER REVENUE BONDS, SERIES 1995 B UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED DECEMBER 18, 1995, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $280,000 (THE “SERIES 1995 B
BONDS™);
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(8) WATER REVENUE BONDS, SERIES 1995 A (UNITED
STATES DEPARTMENT OF AGRICULTURE), DATED DECEMBER 18, 1995,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $320,000 (THE
“SERIES 1995 A BONDS™);

(6) ~ WATER REVENUE BONDS, SERIES 1998 B UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 17, 1998, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $50,000 (THE “SERIES 1998 B -
BONDS”);

(N WATER REVENUE BONDS, SERIES 1998 A UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 17, 1998, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $500,000 (THE “SERIES 1998 A
BONDS™),

(8) ~ WATER REVENUE BONDS, SERJES 2001 A UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED SEPTEMBER 18, 2001 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $650,000 (THE “SERIES 2001 A
BONDS”); :

9 WATER REVENUE BONDS, SERIES 2002 A (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED MARCH 19, 2002, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,215,824 (THE “SERIES 2002 A BONDS™);
AND

(10)  WATER REVENUE BONDS, SERIES 2003 A (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED JULY 30, 2003, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $534,200 (THE “SERIES 2003 A BONDS™).

THE 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,
SERIES 2001 A BONDS, SERIES 2002 A BONDS AND SERIES 2003 A BONDS ARE
COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of
Agriculture, the Bonds will be in default should any proceeds of the Bonds be used for a

purpose that will contribute to excessive erosion of highly erodible land or to the conversion
of wetlands to produce an agricultural commodity.

[Remainder of Page Intentionally Blank]
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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

[CORPORATE SEAL] - ."@é\

-F

Chairman, Public Servicé Board

ATTEST:

S

s
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1) $2,220,500 October 14, 2008 (19)
2) (20)
3 (21)
@ (22)
(5) (23)
(6) (24)
() _ (25)
(8) (26)
9) (27)
(10) (28)
(11 (29)
(12) (30
(13) (31)
(14) (32)
(15) | (33)
(16) (34)
(17) (35)
(18) (36)
TOTAL §
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(Form of Assignment)

ASSIGNMENT

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

the within - Bond and does hereby imrevocably 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:

CHS000167.1



HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BONDS

NO LITIGATION

GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC.

CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME, ETC.
DELIVERY AND PAYMENT AND USE OF PROCEEDS
LAND AND RIGHTS-OF-WAY

MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.
CONTRACTORS’ INSURANCE, ETC.

CONNECTIONS, ETC.

MANAGEMENT

CONFLICT OF INTEREST

PROCUREMENT OF ENGINEERING SERVICES
EXECUTION OF COUNTERPARTS

N R WOl DN & W —

We, the undersigned CHAIRMAN and SECRETARY of the Public Service Board of
Hardy County Public Service District, in Hardy County, West Virginia (the “Issuer™), and the
undersigned COUNSEL for the Issuer, acting for the Issuer and in its name, hereby state and certify on
this the 14th day of October, 2008, in connection with the Hardy County Public Service District Water
Revenue Bonds, Series 2008 A (United States Department of Agriculture), No, AR-1, dated the date
hereof, fully registered, in the principal amount of $2,366,000 (the “Series 2008 A Bonds™) as follows:

1. AUTHORIZATION AND AWARD OF BONDS: The undersigned are
authorized to execute this certificate on behalf of the Issuer and are knowledgeable with respect to the
matters set forth herein. The entire issue of the Series 2008 A Bonds have been duly awarded to the
United States of America, acting by the United States Department of Agriculture, Rural Utilities Service
(the “Purchaser”), pursuant to a Letter of Conditions from the Purchaser, dated September 21, 2004, and
all amendments thereto, and the Resolution of the Issuer duly adopted on October 9, 2008, authorizing
issuance of the Series 2008 A Bonds (the “Resolution” or “Bond Resolution™). All capitalized terms used
herein and not otherwise defined herein shall have the same meaning as defined in the Bond Resolution
when used herein. The Series 2008 A Bonds are being issued on this date to satisfy the outstanding
balance of the Prior Notes and for the design of the Project, herein defined and described, located within
the boundaries of the Issuer.

CH4909519.1 1 : 1 2



2. NO LITIGATION: No controversy or litigation of any nature is now pending,
or, to the knowledge of any of the undersigned, threatened, restraining, enjoining or affecting in any
manner the issuance and delivery of the Series 2008 A Bonds or receipt of any grant monies, if any,
committed for the System, hereinafter defined; nor questioning the proceedings and authority by which
the Issuer authorized the issuance and sale of the Series 2008 A Bonds; nor in any way questioning or
affecting the validity of the grants, if any, committed for the System or the validity of the Series 2008 A
Bonds or any provisions made or authorized for the payment thereof, including, without limitation, the
pledge or application of any monies or security therefor; nor questioning the existence, powers or
proceedings of the Issuer or its Public Service Board (the “Governing Body™) or the title of the members
and officers thereof to their respective offices; nor questioning the operation of the System or the
acquisition and construction -of the Project, a portion of the cost of which is being financed out of the
proceeds of sale of the Series 2008 A Bonds: nor questioning the rates and charges provided for services
of the System,

3. GOVERNMENTAL APPROVALS: All applicable and necessary approvals,
permits, authorizations, registrations, exemptions, consents and certificates required by law for the
acquisition and construction of the Project, the operation of the System, including, without limitation, the
imposition of rates and charges, and the issuance of the Series 2008 A Bonds have been duly and timely
obtained and remain in full force and effect. Competitive bids for the acquisition and construction of the
Project were solicited in accordance with Chapter 5, Article 22, Section 1 of the Official West Virginia
Code of 1931, as amended, which bids remain in full force and effect.

The Issuer has received the Order of the Public Service Commission of West Virginia
(the “PSC”) entered on November 18, 2008, in Case No. 05-0924-PWD-CN, granting to the Issuer a
certificate of public convenience and necessity for the Project and approving the financing for the Project.
The time for appeal of the Recommended Decision has expired prior to the date hereof without any
appeal. Such Order remains in full force and effect.

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

There are outstanding obligations of the Issuer which will rank on a parity with the Series
2008 A Bonds as to liens, pledge and source of and security for payment, and in all respects, being the
Issuer’s ((i) Water Revenue Bonds, Series 1988 (United States Department of Agriculture), dated March
15, 1989, issued in the original aggregate principal amount of $300,000 (the “Series 1988 Bonds™); (ii)
Water Revenue Bonds, Series 1990 (United States Department of Agriculture), dated July 12, 1990,
issued in the original aggregate principal amount of $50,000 (the “Series 1990 Bonds™); (iii) Water
Revenue Bonds, Series 1993 (United States Department of Agriculture), dated June 22, 1993, jssued in
the original aggregate principal amount of $330,000 (the “Series 1993 Bonds”); (iv) Water Revenue
Bonds, Series 1995 B (United States Department of Agriculture), dated December 18, 1995, issued in the
original aggregate principal amount of $280,000 (the “Series 1995 B Bonds™); (v) Water Revenue Bonds,
Series 1995 A (United States Department of Agriculture), dated December 18, 1995, issued in the original
aggregate principal amount of $320,000 (the “Series 1995 A Bonds™); (vi) Water Revenue Bonds, Series
1998 B (United States Department of Agriculture), dated August 17, 1998, issued in the original
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aggregate principal amount of $50,000 (the “Series 1998 B Bonds™); (vii) Water Revenue Bonds, Series
1998 A (United States Department of A griculture), dated August 17, 1998, issued in the origina}
aggregate principal amount of $500,000 (the “Series 1998 A Bonds™); (viii) Water Revenue Bonds, Series
2001 A (United States Department of Agriculture), dated September 18, 2001, issued in the original
aggregate principal amount of $650,000 (the “Series 2001 A Bonds™); (ix) Water Revenue Bonds, Series
2002 A (West Virginia Infrastructure Fund), dated March 19, 2002, issued in the original aggregate
principal amount of $1,215,824 (the “Series 2002 A Bonds™); and (x) Water Revenue Bonds, Series 2003
A (West Virginia Infrastructure Fund), dated July 30, 2003, issued in the original aggregate principal
amount of $534,200 (the “Series 2003 A Bonds”) (collectively, the “Prior Bonds™). Other than the Prior
Bonds, there are no other outstanding bonds or obligations of the Issuer which rank prior to or on a parity
with the Series 2008 A Bonds as to liens, pledge and/or service of and security for payment.

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

5. SIGNATURES, ETC.: The undersigned Chairman and Secretary did, for the
Issuer on the date hereof, officially exccute and seal the Series 2008 A Bonds with the official corporate
seal of the Issuer, an impression of which seal is on this certificate above our signatures and said officers
are the duly elected or appointed (as applicable), qualified and serving officers as indicated by the official
titles opposite their signatures below, and are duly authorized to execute and seal the Series 2008 A
Bonds for the Issuer.

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

Bond Resolution

Prior Bond Resolutions

Consent of USDA to Issuance of Parity Bonds

Consent of WDA to Issuance of Parity Bonds

USDA Letter of Conditions, with all amendments

Public Service Commission Order(s)

County Commission Orders on Creation of District

County Commission Orders of Appointment of Current Board Members
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Oaths of Office of Current Board Members

Rules of Procedure

Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resolution

United States Departiment of Agriculture Loan Agreement

7. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper corporate title of
the Issuer is “Hardy County Public Service District” and its principal office and place of business are in
Hardy County, West Virginia. The Issuer is a public service district and public corporation and political
subdivision of the State of West Virginia. The governing body of the Issuer is its Public Service Board

consisting of three duly appointed, qualified and acting members, whose names and dates of
commencement and termination of current terms of office are as follows:

Date of Date of
Name Commencement Termination
of Office of Office
Clyde M. See, Jr. January 1, 2007 December 31, 2012
Melvin Franklin Shook, Jr. July 1, 2006 June 30, 2011
Matthew Gapp July 1, 2004 June 30, 2009

The names of the duly elected, appointed, qualified and acting officers of said Public
Service Board of said Issuer for the calendar year 2008 are as [ollows:

Chairman - Matthew Gapp
Vice Chairman - Melvin Shook
Treasurer/Secretary - Logan Moyers

The duly appointed and acting Attorney for the Issuer is Thomas R. Michael, Esquire, of
Lost Creek, West Virginia.

8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the date hereof,
the Series 2008 A Bonds were delivered to the Purchaser at Moorefield, West Virginia, by the
undersigned Chairman for the purposes set forth herein, and at the time of such delivery, the Series
2008 A Bonds have been duly and fully executed and sealed on behalf of the Issuer in accordance with
the Resolution.
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At the time of delivery of the Series 2008 A Bonds, the undersigned Chairman received
$2,220,500, being a portion of the principal amount of the Series 2008 A Bonds. Upon receipt of such
deposit, the Issuer will pay the Pendleton Community Bank $1,670,792.27 to loan number 804961 to pay
in full the Issuer’s outstanding Note dated November 2, 2007. Further advances of the balance of the
principal amount of the Series 2008 A Bonds will be paid to the Issuer as acquisition and construction of
the Project progresses.

The Series 2008 A Bonds are dated the date hereof, and interest on advances of the
principal thereof at the rate of 4.5% per annum is payable from the date of each respective advance.

The Series 2008 A Bonds and the entire proceeds thereof will be used for the purposes
herein set forth and for no other purposes.

9. LAND AND RIGHTS-OF-WAY: All land in fee simple and all rights-of-way
and easements necessary for the acquisition, construction, operation and maintenance of the Project and
the System have been acquired or can and wiil be acquired by purchase, or if necessary, by condemnation
by the Issuer and are adequate for such purposes and are not or will not be subject to any liens,
encumbrances, reservations or exceptions which would adversely affect or interfere in any way with the
use thereof for such purposes. The costs thereof, including costs of any properties which may have to be
acquired by condemnation, are, in the opinion of all the undersigned, within the ability of the Issuer to
pay for the same without jeopardizing the security of or payments on the Series 2008 A Bonds.

10. MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.: All
actions, resolutions, orders and agreements taken by and entered into by or on behalf of the Issuer in any
way connected with the acquisition, construction, operation and financing of the Project and the System
were authorized or adopted at meetings of the Governing Body of the Issuer duly and regularly called and
held pursuant to the Rules of Procedure of the Governing Body and all applicable statutes, including
particularly and without limitation, Chapter 6, Article 9A of the official 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. CONTRACTORS’ INSURANCE, ETC.: All contractors will be required to
maintain Workers’ Compensation, public liability and property damage insurance, and builder’s risk
msurance where applicable, in accordance with the Letter of Conditions and Commitment of the
Purchaser, as amended, and the Resolution.

12. CONNECTIONS, ETC.: The Issuer will serve at least 2,130 bona fide users with
the System upon the completion of the Project, in full compliance with the requirements and conditions of
the Purchaser.

13. MANAGEMENT: The Issuer has heretofore delivered to the Purchaser a plan

concerning operation and management of the System, which plan was found to be acceptable by the
Purchaser.
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14. CONFLICT OF INTEREST: No member, officer or employee of the Issuer has
a substantial financial interest, direct, indirect or by reason of ownership of stock in any corporation, in
any contract with the Issuer or in the sale of any land, materials, supplies or services to the Issuer or to
any contractor supplying the Issuer, relating to the Series 2008 A Bonds, the Bond Resolution and/or the
Project, including, without limitation, with respect to the Depository Bank, as defined in the Bond
Resolution. For purposes of this paragraph, a “substantial financial interest” shall include, without
limitation, an interest amounting to more than 5% of the particular business enterprise or contract.

15. PROCUREMENT OF ENGINEERING SERVICES: The Issuer has complied in
all respects with the requirements of Chapter 5G, Article 1 of the West Virginia Code of 1931, as
amended, in the procurement of engineering services to be paid from proceeds of the Bonds.

16. EXECUTION OF COUNTERPARTS: This document may be executed i one or
more counterparts, each of which shall be deemed an original and all of which shall constitute but one and
the same document.

[Remainder of Page Intentionally Left Blank]
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WITNESS our signatures and the official corporate seal of HARDY COUNTY PUBLIC
SERVICE DISTRICT on the day and year first written above.

[CORPORATE SEAL]
SIGNATURE OFFICIAL TITLE
f—’?/%/ /5? ’f Chairman

4\ @L’\ Secretary

Wﬁ }7%‘// Attomey for Issuer

09.25.08
378080.0008
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HARDY COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture)

ENGINEER'S CERTIFICATE

I, Clay Riley, Registered Professional Engineer, West Virginia License No. 15634, of
Thrasher Engineering, Inc., Clarksburg, West Virginja, hereby certify that my firm is the engineer for the
acquisition and construction of certain additions, improvements and extensions (the “Project”) to the
existing waterworks system (the “System”) of Hardy County Public Service District (the “Issuer™), to be
acquired and constructed in Hardy County, West Virginia, which acquisition and construction are being
financed in whole or in part by the above-captioned bonds of the Issuer.

I further ceriify that the Project will, to the best of my knowledge, be constructed in
accordance with plans and specifications prepared by my firm and that the System and the Project are
situate wholly or chiefly within the boundaries of the Issuer,

T further certify that the Project is adequate for the purpose for which it was designed and
that the necessary governmental approvals, consents, authorizations, certificates and permits for the
acquisition and construction thereof have been obtained.

WITNESS my signature on this 14th day of October, 2008.

THRASHER ENGINEERING, INC.

XU

W P ) rs
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634 ClagRiley, P.F. T
West Virginia License No. 15634
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378080.00008
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Griffith & Associates Accountants & Consultants

October 14, 2008

Hardy County Public Service District
Water Revenue Bonds, Series 2008 A
(United States Department of Agriculture)

Hardy County Public Service District
Moorefield, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

Based upon the water rates and charges set forth in the Recommended Decision of the Public Service
Commission of West Virginia entered April 16, 2008, in Case No. 07-1607-PWD-1 9A, which became a
Final on May 6, 2008, and projected operating expenses and anticipated customer usage as furnished to us
by Thrasher Engineering, Inc., Consulting Engineer, it is our opinion that such rates and charges will be
sufficient to provide revenues which, together with other revenues of the waterworks system (the
“System”) of Hardy County Public Service District (the “Issuer”), will provide for all Operating Expenses
of the System and will leave a balance each year equal to at least 115% of the maximum amount required
in any year for payment of principal of and interest, if any, on the (i) Water Revenue Bonds, Series 1988
(United States Department of Agriculture), dated March 15, 1989, issued in the original aggregate
principal amount of $300,000 (the “Series 1988 Bonds™); (ii) Water Revenue Bonds, Series 1990 (United
States Department of Agriculture), dated July 12, 1990, issued in the original aggregate principal amount
of $50,000 (the “Series 1990 Bonds™); (iii) Water Revenue Bonds, Series 1993 (United States Department
of Agriculture), dated June 22, 1993, issued in the original aggregate principal amount of $330,000 {the
“Series 1993 Bonds™); (iv) Water Revenue Bonds, Series 1995 B (United States Department of
Agriculture), dated December 18, 1995, issued in the original aggregate principal amount of $280,000
(the “Series 1995 B Bonds™); (v) Water Revenue Bonds, Series 1995 A {United States Department of
Agriculture), dated December 18, 1995, issued in the original aggregate principal amount of $320,000
(the “Series 1995 A Bonds™); (vi) Water Revenue Bonds, Series 1998 B {(United States Department of
Agriculture), dated August 17, 1998, issued in the original aggregate principal amount of $50,000 (the
“Series 1998 B Bonds™); (vii) Water Revenue Bonds, Series 1998 A {United States Department of
Agriculture), dated August 17, 1998, issued in the original aggregate principal amount of $500,000 (the
“Series 1998 A Bonds™); (viii) Water Revenue Bonds, Series 2001 A {(United States Department of
Agriculture), dated September 18, 2001, issued in the original aggregate principal amount of $650,000
(the “Series 2001 A Bonds™); (ix) Water Revenue Bonds, Series 2002 A (West Virginia Infrastructure
Fund), dated March 19, 2002, issued in the original aggregate principal amount of $1,215,824 (the “Series
2002 A Bonds™); and (x) Water Revenue Bonds, Series 2003 A {West Virginia Infrastructure Fund),
dated July 30, 2003, issued in the original aggregate principal amount of $534,200 (the “Series 2003 A
Bonds™) (collectively, the “Prior Bonds™); and the Series 2008 A Bonds.

Wechact D. Guiglith. CPA 950 Littie Coal River Road s (reck, WY 25003
méchaclyneffithepa(Querizon. nct Phoue: (304) 7563600 Facomde: (304) 756, 2511
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Hardy County PSD
Page 2 of 2
October 14, 2008

It is further my opinion that (i) the Net Revenues for the Fiscal Year following the year in
which the Series 2008 A Bonds are issued will be at least 120% of the average annual debt service on the
Prior Bonds and the Series 2008 A Bonds and that (ii) the Net Revenues actually derived from the System
during any 12 consecutive months, within the 18 months immediately preceding the date of the actual
issuance of the Series 2008 A Bonds, plus the estimated average increased annual Net Revenues to be
received in each of the 3 succeeding years after the completion of the improvements to be financed by the
Series 2008 A Bonds, are not less than 115% of the largest aggregate amount that will mature and become
due in any succeeding fiscal year for the principal of and interest on the Prior Bonds and the Series 2008
A Bonds.

Very truly yours,
W ﬁé 2
( 7%
Mi h%th, C ﬂ
Griffith & Associates
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