CITY OF KENOVA
WATER REVENUE BOND

SERIES 2017

Closing Date: March 16, 2017



























































































































Sub ject

Section
Section
Secrion
Section
Secrion

Section

Secrion
Section
Secticon

Section
Section
Section
Section
Section

s b e e

3
3
3

.01
.02
.03
.04
.05

.01

.01
02
.03

3.04
3.05
3.
3
3

06

07
.08

TEE CITY OF KENOVA

Watar Revenue Bond, Series 1992

BOND ORDINANCE

Table of Contents

ARTICLE I

STATUTOEY AUTHORITY, FINDIRGS
AND DEFINITIONS

Authority for this Ordinance
Findings and Determinations
Bond Legislation Constitutes Contract
Definitions ’

Compliance with Requirements of 1977 Ordinance and

1977 Bond - '

ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Authorization of Acquisition and Construction of the

Project

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
- REGYSTRATION AND ISSUE OF BOND

Authorization of Bond
Description of Bond

Negotiability, Registratior, Transfer and Exchange of

Bonds
Registrar
Executjion of Bond

Bonds Mutilated, Destroyed, Stolen or Lost
Bond Secured by Pledge of Gross Revenues

Form of Bond

FORM OF BOND

Page

Lo Lo b b=

10
10

10
11
1l
11
12
12
I3



Section

“Section
Section

Section
Section
Section
Section
Secrion
Section
Section
Section
Secrion
Section
Section
Section
Section

Section

Section
Section
Section
Section
Section
Section
Section
Section

it rn i n ntn n th n n

R e B B B

.01

.02
.03

.01
02
03
.04
.05
.06
.07
.08
.09
0
AL
.12

13

.01

.01
02
.03
.04
.05
.06
07
.08

ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF;

DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Establishment of Funds and Accounts with Depository

Bank
Bond Proceeds; Project Construction Account

Covenants of the Issuer gs to Revenues and Funds

ARTICLE V
GENERAL COVENANTS, ETC.
General Statement

Rates
Sele of the System

Issuance of Additional Parity Bonds or Obligations

Insurance -and Bonds

Statutory Mortgage

Events of Default

Enforcement

Fiscal Year; Budget

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

No Competition

ARTICLE VI
RATES, ETC.
Initial Schedule of Rares and Charges; Rules

ARTICLE VII
MISCELLANEOUS

Payment of Bond

Modificarion or Amendment
Delivery of Bond No. R-1
Severabilicy of Invalid Provisions
Conflicting Provisions Repealed
Table of Contents and Headings
Covenant of Due Procedure, Efc
Effective Time

19
19
20

24
24
24
24
24
26
26
26
27
27
27

28

28

29

31
31
31
31
31
31
31
32



Seccion 7.09

Staturory Notice and Public Hearing

SIGNATURES

12

33



THE CITY OF KENGVA

ORDINANCE  AUTHORIZING THE ACQUISITION  AND
CONSTRUCTION OF ADDITIONS, BETTERMENTS AND
IMPROVEMENTS 10O THE EXISTING WATERWORKS SYSTEM QOF
THE CITY OF KENOVA, AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREOF THROUGH THE
ISSUANCE BY THE CITY OF NOT MORE THAN $170,000 IN
PRINCIPAL AMOUNT OF VWATER REVENUE  BOND,
SERIES 1992, ON A PARITY WITH THE OUTSTANDING
1977 BOND OF THE CITY; PROVIDING GENERALLY FOR
THE RIGHTS AND REMEDIES OF AND SECURITY FOR THE
HOLDERS OF THE BOND; AND PROVIDING WHEN THIS
ORDINANCE SHALL TAKE EFFECT

BE IT ORDAINED AND ENACTED BY THE COUNCIL OF THE CITY OF
EKENOVA:

ARTICLE T

STATUTORY AUTHORITY, FINDINGS
AND DEFINTTIONS

_ Section 1.0}  Authoricy for this Ordinance. This Ordinance
is adopted and enacted pursuant to the provisions of Chapter 8§,
Article 19, of the West Virginia Code of 1931, as amended (the "Act")},
and other applicable provisions of law. The City of Kenova is z duly
created and validly existing municipal corporation and political
subdivision of the State of West Virginils.

Section 1,02, Findings and Determinations. It is hereby

found, determined and declared as follows:

A. The City of Kenova (the"Issuer®), in the County of
Weyne, State of West Virginia, is now served by a public waterworks
systam, but such system is not adequate. The inhabitants of the
Issuer and surrounding arsa served by the system urgently require that
the system be improved as herein provide.

B, It is deemed essential, convenient and desirsble for the
health, welfare, safety, advantage end convenlence of the inhabitants
of the lssuer and, accordingly, it is hereby ordered, that there be
acquired and constructed edditions, betterments end improvements to
the existing waterworks system of the Issuer consisting of removal of
vegetation, pipes and headwalls, excavation of failed soils, placement
of granular bedding material and geotextile filtar, retained by graded
rock, together with the construction of an upriver transition, repair



and/or replacement of raw water intakes, water facilicy drains and
headwalls, 4s well as the relocation of underground electrical
service, and revegetation of disturbed areas, and all necessary
appurtenant facilities (che "Project"), particularly described in and
according to the plans and specificetions prepared by the Consulting
Engineer and heretofore filed in the office of the City
Clerk-Treasurer of the Iasuer. The ascquisition and comstruction of
the Project and the financing hereby authorized snd provided for are
public purposes of the Issuer aend are orderad for the purpose of
meeting and serving puhlic convenience and necessity.

C. The estimated revenues to be derived in each year from
the operation of the System (as hereinafter defined) after completion
of the Project will be sufficient to pay &ll 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. 1t is necessary for the Issuer to issue its revenue hond
in the principal amount of $170,000 to finance e portion of the cost
of the Project in the mannet hereinafter provided.

E. The estimated maximum cost of the acquisition and
construction of the Project is §592,000, of which $170,000 will be
obtained from the proceeds of sale of the Bond herein suthorized and
$422,000 will be obtained from a grant from the United States Army
Corps of Englneers.

F. The cost of such acquisition and construction shall be
deemed to include, without being limited to, the acquisition and
construction of the Project; the acquisition of any necessary
property, real or personal, or interest therein; interest on the Bond
prior to, during and for & months s&fter estimated completion of such
construction to the extent that revenues of the System are not
sufficient therefor; engineering and legal expenses; expenses for
estimates of costs and revenues; expenses for plans, specifications
and surveys; and such other expenses as may be necessary ot incidental
toc the scquisition and construction of the Project snd financing
authorized hereby; provided that, reimbursement to the Issuer for eny
amounts expended by it for allowable Costa prior to the issuance of
the Bond or for the repayment of indebtedness incurred by the Ilssuer
for such purposes shaili be deemed Costs of the Proiect.

G. The periocd of usefulness of the System after complerion
of the Project is not less than 40 yeats.

H. There is am outstanding obligetion of the lssuer which
will rank on a patrity with the Bond as to liens, pledge and source of
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and security for payment, being the Water Revenue Bond, Series 1977,
of the Issuer dated September 28, 1978 (the "1977 Bond), issued in the
original principal amount of §5,645,000, of which not less than
$5,066,237.77 principal amount of such 1977 Bond remalins outstanding,
and held by the Purchaser. There are mo other bonds or obligations
outstanding which are secured by or payable from any revenues and/or
assets of the System. : '

I. The Govermment is expected by the Issuer to purchase the
entire principel amount of the Bond, and it is in the best interest of
the Issuer that the Bond be sold te the United States Department of
Agriculture, Farmers Home Administration (the "Purchaser"), pursuant
to the terms and provisions of & Letter of Conditions dated
February 21, 1991, and all amendments thereto (collectively, the
"Letter of Conditions™).

J. The Issuver has complied with all requirements of law
relating to authorization of the acquisition end comstruction of the
Project, the operation of the System, including, without limitation,
the imposition of rates and cherges, and the issuance of the Bond, or
will have so complied prior to issuance of the Bond, including, among
other things end wlithout limitation, if necessary, obtaining e
certificete of convenience end necessity for the Project from the
Public Service Commission of West Virginia by final order, the time
for rehearing and appeal of which have expired. The rates, charges
and rules provided in Article VI hereof are in full force and effect
and have not been changed by said Public Service Commission.

secrtion 1.03. Bond lLegislation Comstitutes Contract. In
consideration of the acceptance of the Bond by those who shall be the

reglstered owner of the same from time to time, this Bond legiaslation
shall be deemed to be and shall constitute a contract between the
Issuer and such Bondholder, and the covenants and agreements set forth
herein to be performed by the Issuer shall be for the benefit,
protection and security of the registered owner of the Bond.

Section 1.04. Definitions. The following terms shall have

the following meanings herein unless the text otherwise expressly
requires:

"Act® means Chapter 8§, Article 19, of the West Virginia Code
of 1931, as amended. :

"Bonid® means the $170,000 Water Revenue Bond, Series 1992,
authorized hereby to be issued pursuant to this Bond Legislation.

"Bond Legislation” means thiz Ordinance and all ordinances
and resolutions supplemental hereto. :
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"Bonds” means, collectively, the Bond and the 1977 Bond.

*1977 Bond"™ meens the Water Revenue Bond, Series 1977, of
the Issuer, dated September 28, 1978, lssued in the original principal
amount of §5,645,000.

"City Clerk-Treasurer,” "Clerk® or "Recorder" means the City
Clerk-Treasurer of the Issuer.

"Consulting Enginear” means the Department of the Army,
acting through the Huntington District Engineer, U. §. Army Corps of
Engineers, Huntington District, West Virginia, or any qualified
engineer or firm of engineers which shall et any time hereefter be
retained by the Issuer as Consulting Engineer for the System.

"Costs” or "Costs of the Project® mean those costs described
in Section 1.02F hereof to be & part of the cost of acquisition and
construction of the Project.

"Depository Bank" means First Bank Ceredo-Kenovas Branch,
¥enove, West Virginia, & bank or trust company which is a member of
FDIC (herein defined), and its successors and susigns.

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

"FDIC" means the Federal Deposit Insurance Corporation.

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

*Governing Body" means the City Council of the Issuer.

rGovernment Obligations™ means direct obligations of, or
obligations the payment of the principal of and interest on which are
guaranteed by, the United States of America.

"Herain®” or "herein” means iIn this Bond Legislation.

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



"Issuer® or "Borrower®" means The City of Kenova, in
Wayne County, West Virgimia, end, where appropriate, includes the
Governing Body and any other department, board, agency or
instrumentality thereof at any time in control of the management and
operation of the System.

"Mayor" means the Mayor of the Issuer.

"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 Iits
facilities, and includes, without limiting the generality of the
foregoing, insurance premiums, sslsries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System,
the accumulation of appropriate reserves for charges not annually
recurrent but which ere such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally
end regularly included under recognized sccounting principles.

"Ordinances” means, collectively, the 1977 Ordinance and the
Bond Legislation. :

"1977 Ordinsnce” means, collectively, the ordinance of the
Issuer enacted March 19, 1977, as supplemented by the supplemental
ordinance and resolution of the Issuer enacted and adopted,
respectively, on November 21, 1977, and the second supplemental
ordinance of the Issuer enacted September 12, 1978, and as amended by
amendatory ordinance of the Issuer enacted September 9, 1982.

"Project™ ashall have the meaning stated in Section 1.02B
above.

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

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

(a) Government Obligations;

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

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

{(d) Any bond, debenture, neote,
participation certificate or other similar
obligations issued by the Federal National
Mortgage Aasociation te the extent such
cbligation is guaranteed by the Government
National Mortgage Associlation 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, cthat said Government
Obligations pledged either must mature as nearly
as practicable coincident with the maturity of
said time accounts or must be replaced or
increased so that the market value thereof is
always at least equal to the principal amount of
said time accounts;

(f) Money market funds or aimilar funds
whose only asseta aere investments of the type
described in paragraphs (a) through (e) above;

(g) Repurchase agreements, fully secured by
investments of the typea described in paragraphs
(a)} through (&) sbove, with banks or national
banking assecciations which are members of FDIC or
with government bond dealers recognized as
primary dealers by the Federal Reserve Bank of
New York, provided, that sald Investments
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/ securing said repurchase agreements either must
mature as nearly &5 practicable colncident with,
the maturity of sald repurchase agreements or
must be replaced or increased so that the market
value thereof is always at least equal to the
principal amount of said repurchase agreements,
and provided further that the holder of such
repurchase agreement shall have a prior perfected
security interest in the collateral therefor,
must have (or its agent must have) possession of
such collateral, and such collateral must be free
of all claims by third parties;

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

(i) Obligations of Stares 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.

"Registrar” or "Bond Registrar means the Issuer, which
shall usually so act by its City Clerk-Treasurer.

"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.

"Supplemental Resolution” means any resolution, ordinance or
order of the Issuer supplementing or amending this Ordinance.

"System® means the waterworks of the Issuer as enlarged,
expanded and improved by the Project, and all facilities and other
property of every nature, real or personal, now or hereafter owned,
held or used in connec®ion with the waterworks; and shall also include
any and all additions, extensions, improvements, properties, or other
facilitlies at any time acquired or constructed for the System after
completion of the Project.

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

Section 1.05. Compliance with Requirements of
1977 Oxdinance apd 1977 Bond. The issuance of the Bond onm a parity
with the 1977 Bond is permitted under the terms of the 1977 Crdinance,

and the Issuer has complied with the requirements of the
1977 Ordinance and the 1977 Bond insofar as relate to the issuance of
the Bond on a parity with the 1977 Bond.



ARTICLE T1

AUTHCRIZATION OF ACQUISITION AND
CONSTRUCTION QOF THE PROJECT

Segtion 2.0%. Authorizationof Acquisition and Construction '
of the Project. There is hereby authorized and ordered the

acquisition and construction of the Project, at an estimated cost of
$592,000, 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 II1

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE COF BOND

Section 3.0l. Authorizetion of Bond. Subject and pursuant

to the provisions of this Bond Legislation, the Bond of the Issuer, to
be known as "Water Revenue Bond, Series 1992," is hereby authorized to
be issued in the aggregate principal amount of not exceeding $17C,000
for the purpose of permanentcly financing a portion of the cost of the
acquisition and construction of the Project.

Section 3.02. Description of BRond. The Bond shall be
issued in single form, No. R-1, only as a fully registered Bond, and

shall be dated the date of delivery thereof, The Bond shall bear
interest from date, payable monthly at a rate of interest equal to
7.5% per ennum or such lesser rate as may be set forth in a
Supplementzl Resolution and/or the Bond upon delivery and shall be
sold for the par value thereof.

The Bond shell be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option’of the Issuer, and
shall be payasble as provided in a Supplemental Resolution and/or the
Bond upon delivery.

Section 3.03. HNegotiability, Registration, TIransfer and
Exchange of Bonds. The Bond shall be snd have all the qualities and

incidents of a negotiable instrument under the Uniform Commercial Code
of the State of West Virginia, but the Bond, and the right to the
principal of and stated interest on the Bond, may only be transferred
by transfer of the registration thereof upon the books required to be
kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon
surrender of the Bond for cencellation, accompanied by delivery of a
written instrument of transfer, duly executed in a form acceptable to
the Registrar.

Whenever the Bond shall be surrendered for registration of
transfer, the Issuer shall execute and deliver 2 new Bond or Bonds {n
authorized denominstions, for e like aggregate principal amount. The
Registrar shall require the payment by the new owner requesting such
transfer of any tax or other governmental charge reguired to be paild
with respect to such transfer, but the lssuer 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 1l3th day next preceding any installment payment
date on the Bond.

Section 3. 04. Registrar. The Registrar will keep or cause
to be kept at its office by its agent, sufficient books for the
registration and transfer of the Bond, and, upon presentation for such
purpose, the Registrar shall, under such reasonable regulations as it
may prescribe, register the Bond Initially issued pursuant hereto and
regiscer the transfer, or cause to be registered by its agent, on such
books, the transfer of the Bond as hereinbefore provided.

The Registrar shall accept the Bond for registration or
transfer only if ownership thereof is to be registered in the name of
the Goverrment, an individual (including joint owmership), a
corporation, a partnership or a trust, and only upon receipt of the
soclal security number of each individual, the federal employer
identification number of each corporation or partnership or the soc¢ial
security numbers of the settlor and beneficiaries of each trust and
the federal employer identification number and date of each trust and
the name of the trustee of each trust, and/or such other identifying
number and information as may be required by law. The Bond shall
initially be fully registered as to both principal and interest in the
name of the United States of America, Farmers Home Administration. So
long as the Bond shall be registered in the name of the United States
of America, Farmers Home Administration, the address of the
United States of America, Farmers Home Administration, fer
registration purposes shall be Post Office Box 678, Morgantown,
West Virginia 26505, or such other address as shall be stated in
writing to the Issuer by the United States of America, Farmers Home
Administration.

Secrion 3.05. Execution of Bonpd. The Bond shall be

executed in the name of the Issuer by the Mayor and its corporate seal
shall be affixed thereto and attested by the City Clerk-Treasurer. 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 lssuer before the Bond
so signed and sealed have been actually sold and delivered, such Bond
may nevertheless be sold end delivered as herein provided and may be
issued aa 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
dace of such Bond such person may not have held such office or may not
have been so authorized.

Section 3.06. Bonds Mutilated, Destroyed, Stolen ox Lost.

In case the Bond shall become mutilated or be destroyed, stolen or
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lost, the Issuer may in its discretion i{ssue 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 thes Bond destroyed, stolen or lost, and upon the
holder's furnishing the Issuer proof of his ownership thereof and
complying with such other reasonable regulatione and conditions as the
Issuer may require. The Bond so surrendered shall be canceled and
held for the account of the Issuer. If the Bond shall have matured or
be about to mature, instead of issuing a substitute Bond the Issuer
may pay the same, and, if such Bond be destroyed, stolen or lost,
without surrender thereof.

Section 3.07. BPBond Secured by Pledge of Gross Revenues.
The payment of the debt service of the Bond shall be secured forthwith

by a lien on the Gross Revenues derived from the System in addition to
the statutory mortgage lien on the System hereinafter providad for, on
a8 parity with the liens and pledge, and in all other respects, with
the 1977 Bond. The Gross Revernues derived from the System in an
amount sufficient to pay the principal of and interest on the Bond,
and to meke the paymente hereinafter provided, are hereby irrevocably
pledged to the payment of installments of the principal of and
interest on the Bond as the same become due as herein provided, all on
a parity with the 1977 Bond.

Section 3. 08. Form ¢f Bond. Subject to the provisioms
hereof, the text of the Bond and the other detalils thereof shall be of

substantially the following tenor, with such omissions, insertions and
variations as may be authorized or permitted hereby or by any
ordinance or resolution adopted after the date of adoption hereof and
prior to the issuance thereof, including, without limitation, e
Supplemental Resolution:
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{(Form of Bond)

WATER REVENUE BOND, SERIES 1992
c 933 Qv

$170,000

No. R-1 Date:

FOR VALUE RECEIVED, THE CITY OF KENOVA (herein called
"Borrower") promises to pay to the order of the United States of
america, Farmers Home Administration (the "Government"), or its
registered assigns, et its National Finance Office, St. Louis,
Missouri £3103, or at such other place as the Govermment may
hereafter designate in writing, the principal sum of ONE HUNDRED
SEVENTY THOUSAND DOLLARS ($170,000), plus interest on the unpaid
principal balance at the rate of § per annum. The said
principel and interest shall be paid in the following installments on
the following dates: Monthly installiments of interest only,
commencing 30 days following delivery of the Bond and continuing on
the corresponding day of each month for 'he first 24 months after the
date hereof, and § , covering principal and interest,
thereafter on said corresponding day of each month, except that the
final installment shall be paid at the end of 40 years from the date
of this Bond in the sum of the unpaid principal and interest due on
the date therecof, and except that prepayments may be made as provided
hereinbelow, The consideration herefor shall support any eagreement
modifying the foregoing schedule of payments.

I1f 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 & 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 prinecipal.

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 involved, shall, after
payment of interest, be applied to the installments last to become due
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under this Bond and shall not affect the obligation of Borrower to pay
the remaining Installments as scheduled herein.

If the Government at any time assigns this Bond and insures
the payment thereof, Borrower shall continue to make payments to the
Govermment 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, he 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
instsllment due date basis. The effective date of every payment made
by Borrower, except payments retained end remitted by the Government
on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Govermment remits the
payment to the holder. The effective date of eny prepayment retained
end remitted by the Government to the holder on an annual installment
due date basis ghall be the date of the prepsyment 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 pratect 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 e part of and bear interest at the same rate
as the principal of the debt evidenced hereby and be immediately due
and psyable 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 {s unable to obtain
sufficient credit elsewhere to finance its actual needs st reasonable
rates and terms, taking into consideration prevailing private and
cooperative rates and terme in or near its community for leans for
similar purposes and periods of time.

This Bond, tagether 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, betterwents and
improvementa to the waterworks system {the "System") of Borrower, is
payable solely from the gross revenues to be derived from the
operation of the System. This Bond does not in any manner constitute
an indebtedness of Borrower within the meaning of any constitutional
or statutory provision or limitation.
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Registration of this Bond is transferahle by the registered
cwner hereof in person or by his, her or its attornmey duly authorized
in writing, at the office of Borrower, as Registrar, but only in the
- manner, subject to the limitations and upon payment of the charges, if
any, provided in the Ordinance 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 instrumenct under the
Uniform Commercial Code of the State of West Virginia, but may only be
transferred by transfer of registration hereof with the Regiscrar.

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 8, Article 19, of the West Virginis
Code, as amended (herein called the "act"), and with an Ordinance of
Borrower duly adopted and enacted euthorizing issuance of this Bond
(as supplemented, the "Ordinance").

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 & 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 is on a paricy with respect to liens, pledge and
source of and security for payment, and in all other respects, with
the 1977 Bond defined and described in the Ordinance.

THE CITY OF KENOVA
(Kame of Borrower)

[ CORPORATE SEAL]

(Signature of Executive Official)

Mavor
(Title of Executive pfficial)

P 0. Box 258
(P.Q. Box No. or Street Address)

Kenova, West Virginia 25530
{City, State and Zip Code)

ATTEST:

{Signature of Attesting Official)

City Clerk-Treasurel
(Title of Attesting Official)
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(Form of)

RECORD OF ADVANCES
AMOUNT DATE .AMOUNT DATE
Gy 8 (6) .8
2y $ (7y 8
(3 8§ (8) §
(4) & (8 8
(55 $ (10y 8
TOTAL $
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(Form of Assignment)

ASSIGNMENT

FOR VALUE RECFEIVED, the undersigned sells, assigns and
transfers to

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
Borrower with full power of substitution in the premises.

Dated: )

In presence of:
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ARTICLE IV

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

Section &,.01. Establishment of Funds and #Accounts with
Depository Bank. The following special funds or accounts are hereby .
created and established (or continued if previously esteblished by the
1977 Ordinance) with, and shall be held by, the Depositaory Bank
separate and distinct from all other funds or accounts of the
Depository Bank and from eech other, except as otherwise provided in
the 1977 Ordinance:

(1) Water Revenue Fund (established by the
1977 Ordinance and continued hereby);

(2) Depreciation Reserve Fund (established by the
1977 Ordinance and continued hereby);

(3) Reserve Account (established by the
1977 Ordinance and continued hereby); and

(4) Project Construction Account.

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

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

, Until completion of acquisition and construction of the
Project, the Issuer will tranafer from the Project Construction
Account and pay to the Purchaser on or before the due dats, such sums
as shall be from time to time required to make the monthly installment
payments on the Bond if there are not sufficient Gross Revenues to
make such monthly peyment.

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

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 Constructicen Account shall
be disposed of in accordance with the regulations of the Purchaser.

Section 4.03. GCovenants of the Issuer as 5o Revenues and
Funds. So long as the Bond shall be outatanding and unpaid, or until
there shall have been set apart in the Reserve Account, a sum
sufficient te pay the entire principal of the Bond remaining unpaid,
together with interest accrued thereon, the Issuer further covenants
with the holderes of the Bond as follows:

A. WATER REVENUE FUND. The entire Gross Revenues derived
from the operation of the System, and all parts thereof, end all tap
fees recelved, except as otherwlse provided in the Ordinances, shall
be deposited as collected by the Issuer in the Water Revenue Fund.
The Water Revenue Fund shall constitute a trust fund for the purposes
provided in the Ordinances &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 in the Ordinances.

B. DISPOSITION OF REVENUES. All Revenues at any time on
deposit in the Water Revenue Fund shall be disposed of only in the
following order and priority:

(1) The Issuer shall first, each month, pay from the
Water Revenue Fund to the holder of the 1977 Bond, as
provided in the 1977 Bond, the sum required under the
1977 Ordinance feor payment of principal and Interest with
respect to the Bond and transfer from the Water Revemue Fund
and pay to the National Finance 0ffice deaignated in the
Bond (or such other place as may be designated in accordance
with the Bond) the amount required teo psy the Interest on
the Bond, and to amocrtize the principal of the Bond aver the
life of such Bond lssue, and shall then pay the additioensl
sum of $5,265 per month due under the Rescheduling Agreement
between the Iasuer and the holder of the 1977 Bond dated
November 20, 1985 (the "Reacheduling Agreement”), until such
sum of §5,265 per month is no longer required te be paid
under the Reacheduling Agreement.

{2) The Issuer shall next, each month, from the moneys

in the Water Revenue Fund, pay the Operating Expenses for
the previous month.
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(3) The Issuer shall next, each month, transfer from
the Water Revenue Fund and deposit into the Reserve Account,
1/12th of 1/10th of the maximum annual aggregate amount of
interest and principal which will fall dua on the Bonds
until the amount in the Reserve Account equals such maximum
annual aggregate amount of interest and principal, such sum
being herein called the "Reserve Requirement.® After the
Reserve Requirement hss been accumulated in the Reserve
Account, the Issuer shall monthly pay into the Reserve
Account such part of the moneys remaining in the Water
Revenue Fund, after such provision for payment of maturing
principal of and interest on the Bonds, es shall be reguired
to maintain the Reserve Requirement. Moneys in the Reserve
Account, including, without limitation, any moneys
heretofore or hereafter transferred to the Reserve Account
pursuant to Sectiom 3.02(4) of the 1977 Ordinance, shall be
used solely to make up any deficiency of revenues for
payment of the principal of and interest on the Bonds as the
same shall become due, on a pro rata bazis and a parity with
each other, or for mandatory prepayment of principal of the
Bonds, pro rata, as hereinafter provided, and for no other

purpose.

(4} The Issuer shall next, each month, transfer from
the Water Revenue Fund the moneys then remaining in the
Water Revenue Fund and deposit the same in the Depreciation
Reserve Fund until there has been accumulated therein the
sum of $§199,800, arnd thereafter such suma as shall be
required to maintain such amount therein. Moneys in the
Depreciation Reserve Fund shall be used by the Issuer first
to make up any deficienciea for the payment of sald sum
required under the 1977 Ordinance for payment of prineipal
and interest with respect to the Bond and for monthly
paymenta of principal of and interest on the Bond, as the
game become due and on a parity basis, and next to restore
to the Reserve Account any aum Or sums transferred therefrom
to pay such principal or {nterest, on a pro rata basis.
Thereafter, and provided that payments of installments of
the Bonds and intoc the Reserve Account &are current and in
accordance with the foregoing provisions, moneys in the
Depreciation Reserve Fund may be withdrawn by the Iasuer and
used for extensions, replacementa and improvements of the
System, or any part thereof. '

(5) Afrer all the foregoing provisions for use of

moneys in the Water Revenue Fund, aa the case may be, hsve
been fully complied with, any meoneys remaining therein may
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be used to prepay the principal of the Bonds, pro rata, or
for amy lawful purpose in connection with the Syscem. '

Whenever thée moneys In the Reserve Account shall be
sufficient to pey or prepay the Bonds in full, it shall be cthe
mandatory duty of the Issuer, anything to the contrary in the
Ordinances notwithstanding, to pay or prepay, at the earliest
practical date and in accordance with applicable provisions of the
Ordinances, the Bonds and accrued interest thereon to such payment or
prepayment date. ‘

All the funds provided for in this Section (which excludes
the Project Construction Account) shall constitute trust funds and
shall be used only for the purposes end in the order provided in the
Crdinances, and until so used the holders of the Bonds shall have a
lien thereon for further securing payment of the Bonds and the
interest thereon, on a perity basis, but the Depository Bank shall not
be & trustee of any of such funds. The moneys in excess of the sum
ingsured by FDIC in the Waeter Revenue Fund, the Reserve Account and the
Depreclation Reserve Fund shall at all times be secured, to the full
extent thereof in excess of such insured sum, in & manner lawful for
securing deposits of State and municipal funds under the laws of the
State of West Virginia. ]

If on any payment date the Revenues are insufficient to
place the required amount in any of the funds or accounts in the
Crdinances provided, the deficiency shall be made up in the subsequent
payments in addition to those which would otherwise be required to be
made Iinto the funds or accounts on the subsequent payment dates.

The Issuer shall keep the moneys in the Reserve Account and
the Depreciation Reserve Fund invested and reinvested to the fullest
extent practicable in Government Obligations and having maturicies not
exceeding 2 yeara. Subject to the 1977 Ordinance so long as the
1977 Bond is outstanding, investments in any fund or account under
this Bond legislation shell, unless otherwise provided herein or
required by law, be velued at the lower of the cost or the then
current market value, or at the redemption price thereof if 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® menaged by the
West Virginlia State Board of Investments. Suhject to the
1977 Ordinance so long as the 1977 Bond is outstanding, any investment
shall be held in and at al) 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.
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€. USER CONTRACTS. The Issuer shall, prior ta delivery of
the Bond, provide evidence that the System will serve 3,250 bona fide
full cime wusers, in full compliance with the requirements and
conditions of the Purchaser.

D. CHANGE OF DEPOSITORY BANK. Subject to the
1977 Ordinance so long as the 1977 Bond is outstanding, 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 resclution that the Depository RBank
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.

E. DEPOSITCRY BANK NOT A TRUSTEE. The Depository Bank

shall not be a trustee of any such funds, but merely the depository
thereof,
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ARTICIE WV

GENERAL COVENANTS, ETC.

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

Section 5.02. Rates. The Issuer will, in the manner
provided in tbe 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 maximum annual debt service on the Bond and
sufficient to make the payments required herein into the Reserve
Account and the Depreciation Reserve Fund and all the necessary
expenses of operating snd maintaining the System during such Fiscal
Year and such rates, fees and other charges shall not be reduced so as
to be insufficlent to provide adequate Revenues for such purposes.

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

Section 5.04. Issuance of Additional Parity Bonds or
Obligations. No additional parity bonds or obligations payable out of
Revenues of the System shall be issued efter the issuance of the Bond
pursuant hereto except with the prior written consent of the
Purchaser.

Secrion 5.05. Insurance and PBonds. The Issuer hereby

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

A. FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE INSURANCE, to be procured upon acceptance
of any part of the Project from the contractor, and
{mmediately upon any portion of the System now in use, on
all above-ground structures of the System in an amount equal
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ro 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 consztruction 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 Bond.

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

D.  WORKERS' COMPENSATION COVERAGE FOR ALL EMPLOYEES
OF THE ISSUER ELIGIBLE THEREFOR AND PERFORMANCE AND PAYMENT
BOWDS, such bonds to be in the amounts of 100% of the
construction contract, will be required of each prime
contractor, and such payment bonds will be filed with the
Clerk of the County Commission of said County prior to
commencement of construction of the Project in compliance
with West Virginia Code Section 38-2-39. Workera'’
Compensation coverage will be maintained as provided by law.

E. FIDELITY BONDS will be provided as to every member
of the Governing Body and as to every officer and employee
of the Issuer having custody of the Water 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
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$10,000 upon the City Clerk-Treasurer, provided, however,
thaz no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of & representative of cthe
Purchaser.

F. Provided, Thowever, sand in lieu of and
nocwithstanding the foregoing provisiona of this Section,
during construction of the Project and so long as the Bond
ig outstanding, the Isasuar will carry insurance and bonds or
cause insurance and bonds to be carried for the protection
of che 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. For the further
protection of the holder of the Bond, a statutory mortgage lien upon

the System is granted and created by the Act, which statutory mortgage
lien is hereby recognized and declared to be valid and binding and
shall before the equal benefit of the holderas of the Bonds.

.Section 5.07. Events of Default. Each of the following
events is hereby declared an "Event of Defaule™:

A, Failure to make payment of eny monthly amortization
installment upon the Bond at the date specified for payment thereof;

B. Failure duly and punctually to observe or perform any
of the 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 pertiment law.

. Enforcement. Upon the happening of any EZvent
of Default specifled above, then, end in every auch 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 propar legal or equitable
remedy ag shall be deemed most effectual to protect and enforce such

cights.

Upen application by the Purchaser as provided in the Act,
such court may, upon proof of such default appoint a receiver for the
affairs of the Issuar and the System. The receiver so appointed shall
administer the System on behalf of the Issuar, shall exercise all the
rights and powers of the Issuer with respact to the System, shall
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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 dirzct and as provided in the Act.

Section 5.09. Flscal Ysar:; Budget. Wnile the Bond is
outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operated and maintained on a Flscal Year Dbasis
commencing on July 1 of each year and ending on the following June 30,
which period shall also comstitute the budget year for the operation
and maintenance of the System. HNot later than 30 days prior to the
beginning of each Fiscal Year, the Issuer sgrees to adopt the Annual
Budget for the ensuing yeer, and no expenditures for operation and
maintenance expanses of the System in excess of the Annual Budget
shall be made during such Fiascal Year unless unanimously authorized
and directed by the Govarning Body. Coples of each Annual Budget
shall be delivered to the Purchaser by the beginning of each Fiscel
Yesr.

If for eny reason the Issuer shall not have adopted the
Annual Budget before the lst day of any Fiscal Year, it shall adept 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 then 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
Issuar, Each such Budget of Current Expenses shall he mailed
immediately to the Purchaser.

Section 5.10. Covenant fo Proceed and Complete. The Issuer
hereby covenants to proceed as promptly as posasible with the
scquisition end construction of the Project to completion thereof in
accordance with the plans and specifications prepared by the
Consulting Engineer and on file with the City Clerk-Treasurer on the
date of enactment hereof, subject to permitted changes.

Section 5.11. Books and Records: Audits. The Issuer will

keep books, sccounts and records of the System, in accordance with the
Act, which shall be separate and apart from all other books, records
and accounts of the Issuer, in which complete and correct entries
chall be made of all transactions relating to the System, including,
without limitation, the amount of Revenues received from the System,
and the Purchaser shall have the right at sll reasonable times to
inspect the System and all records, accounts and data of the Isguar
relating thereto.
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The Issuer shall, at least once & year, cause said books,
records and accounts of the System to be properly audited by an
independent competent firm of certified public accountants, which
report of such audit shall be open to the public for {nspection at all
reasonable times, and the Issuer shall mail a copy of such audic
report to the Purchaser. The Issuer shall further comply with the act
with respect to such books, records and accounts,

Section 5.12. Malpntenance of System. The Issuer covenants

that it will continuously operate, in an economical and efficient
manner, and vepair and maintain the System as & revenue-producing
utility as herein provided so long as the Bond is outstanding.

Section 5.13. 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 eor other authorization for any person, firm, corporation,
public or private beody, agency or instrumentality whatscever 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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TICLE ¥

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 changas consonant with the
provisions hereof, zhall be as set forth in the rate ordinances and/or
amendments or supplements of the Issuer finally enacted on January 30,
1984, Qctober 30, 1989, Octeber 15, 1987, and April 18, 1991, which
ordinances and/or amendments or supplements are incorporated herein by
reference as a part hereof,

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

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 thet the Issuer or any department, agency, officer or
employee thereof should avsil 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.

D, The lssuer may require eny applicant for any service by
the System ta deposit a reasonable and equitable amount te 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.

E. e Isguer, to the extent permitted by law, will not
accept payment of any water or sevwer bill from a customer served with
water and sewer services by the Issuer separately without payment at
the same time of other bill owed by such customer for the sane
premigses. The Issuer shall additionally have such powers a&s provided
under the Act with respect to collection of rates and charges for the
System.

F., No allowance or adjustment in any bill for use of the
services and facilicies of the System shall be made for any leakage
occurring on the customer's side of the water meter.

G. The Issuer shall net be liable to any customer for any
damage resulting from bursting or breakage of any pipe, line, main,
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valve, equipment or part or from discontinuance of :the cperation of
any part of the System or from failure of any part thereof for any
cause whatever.

H. In case of emergency, the Issuer shall have the right
to restrict the use of any part of the System in any reasonable manner
for the protection of the System and the inhabitants of the Issuer.

I. The fees, rates and charges above provided will bhe
increased whenever such increase is necessary in order to comply fully
with all provisions hereof, and the Issuer shall always be cbligated
to and shall fix, establish and collect fees, rates and charges for
the services and facilities of the System which shall at all times be
sufficient to provide Net Revenues to meet its obligations hereunder,
but not less than 110% of the annual debt service on the Bond
outstanding.
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aRIICLE VI
MISCELLANEQUS

Section 7,01. Payment of Bond. If the Issuer shall pay or
there shall otherwise be paid to the Holder of the Bond, the principal
of and interest due or to hecome due thereon, at the times and in the
manner stipulated therein snd in this Bond Legislation, then with
respect toc the Bond, the pledge of Revenues and other moneys and
securities pledged under this Bond Legislation and ell covenants,
agreements and other ohligations of the Issuer to the Registered Owmer
of the Bond, shall thereupon cease, terminate -and hecome void and he
discharged and satisfied.

Section 7,02. Medificetion or Amendment. No modification

or amendment of this Bond Legislation, or of any ordinance or
resolution amendatory hereof or supplemental hersto, may be made
without the prior comsent in writing of the Purchaser.

Section 7,03, Deljverv of Bond No, R-1. The Mayor is

hereby euthorized and directed to csuse Bond No. R-1, herehy awarded
to the Purchaser pursuant to prior egreement, to be delivered to the
Purchaser es 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 lew or contrary to the
policy of express law, although not expressly prohihited, or against
public policy, or shall for eny reason whatsoever be held inwvalid,
then such covenants, agreements or provisions shall be null and veid
and shall be deemed severahle from the remaining covenants, sgreements
or provisions hereof, and shall in no way affect the validity of all
the other provisions herecf or the Bond.

Section 7.03. Conflicting Provisjons Repegled. All
ordinances, resclutions 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 Resclution (Form FmHA 442-47) or the 1977 Ordinence, and this
Bond Legislation shall be supplemental to the 1977 Ordinance.

Section 7.06. Iable of Contents and Headings. The Tahle of

Contents and haadings of the articles, sections and subsections hereof
are for convenience only and shell neither control nor affect in any
way the meaning or construction of eny of the provisiens hereof.

Section 7.07. Covenant of Due Procedure, Efc. The Issuer

covenants that all acts, conditions, things and procedures required to
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exist, to happen, to be performed or to be taken precedent to and in
the adoption and enactment of this Ordinance 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 appliceble theretc; end
that the Mayor, City Clerk-Treasurer and members of the Governing Body
were at all times when any actions in connection with this Ordinance
occurred and are duly in office and duly qualified for such office.

Section 7.08. Effective Iime. This Bond Legislation shall
take effect following public hearing hereon in accordance with the Act

and approved by the Mayor.

Section 7.09. Statutory Notice and Public Hearing. Upon
adoption hereof, an abstract of this Bond Legislation, determined by

the Governing Body to contain sufficient information as to give notice
of the contents hereof, shall be published once =a weak for
2 successive weeks within a period of 14 consecutive days, with at
least 6 full days intervening between each publication, in
The Herald-Dispatch, a newspaper of general circulation {n the County
of Wayne, no qualified newspaper being published in The City of
Kenova, together with a notice stating that this Ordinance has been
adopted, that the Issusr contemplates the issuance of the Bond, that
any person interested may appear before the Governing Body upon & date
certain, not less than 10 days subsequent to the date of the first
publication of the said abstrect and notice and not pricr to the last
date of such publication, and present protests, and that a certified
copy of this Ordinance is on file with the Governing Body for review
by interested persons during the office hours of the Governing Body.
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_ At such hearing, all protests and suggestions shall be heard
and che Governing Body shall take such action as it shall deem proper
in the premises.

Passed on First Reading February 13, 1992
Passed on Second Reading February 20, 1992
Passed on Final Reading

Following Public Hearing March 4, 1992

Approved by Mayor and Effective March 4, 1992.
Yafoy’ ///

City Clerk-Treasurer

02/07/92
KENB.A2
47214791001
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THE CITY OF KENQVA

SUPPLEMENTAL RESCLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE
INTEREST RATE AND PAYMENT SCHEDULE OF THE WATER
REVENUE BOND, SERIES 1992, OF THE CITY OF KENOVa4;
AND MAKING OTHER PROVISIONS AS TO THE BOND

WHEREAS, the city council (the "Governing Body") of The City
of Kenova (the "Issuer”"), has duly and officially enacted an ordinance
on March 4, 1992, and effective March 4, 1992 (the "Bond Ordinance™),
entitled:

ORDINANCE  AUTHORIZING THE ACGQUISITION  AND
CONSTRUCTION OF ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE EXISTING WATERWORKS SYSTEM OF
THE CITY OF KENOVA, AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREOF THROUGH THE
ISSUANCE BY THE CITY OF NOT MORE THAN $170,000C IN
PRINCIPAL AMOUNT OF WATER REVENUE  BCND,
SERIES 1992, ON A PARITY WITH THE OUTSTANDING
1977 BOND OF THE CITY; PROVIDING GENERALLY FOR
THE RIGHTS AND REMEDIES OF AND SECURITY FOR THE
HOLDERS OF THE BOND; AND PROVIDING WHEN THIS
ORDINANCE SHALL TAKE EFFECT

WHEREAS, the Bond Ordinance provides for the issuance of the
Water Revenue Bond, Series 1992, of the Issuer (the "Bond"), in an
aggregate principal amount of not te exceed $170,000, all in
accordance with West Virginia Code, Chapter 8, Article 19, as amended
{the ®"Act"); end in the Bond Ordinance, it is provided that the
interest rate on the Bond would be 7.3% per annum or such lesser rate
as set forth im a supplemental resolution and/or the Bond upon
delivery and the interest and principal payment amounts would be as
set forth in & supplemental resolution and/or the Bond upon delivery;

WHEREAS, the Bond is proposed to be purchased by the
United States of America, Farmers Home Administration {the
"Purchaser”), and the Purchaser has provided that the interest rate on
the Bond will be 6-5/8% per annum and the amortized monthly peayments
of principal and interest on the Bond will be $1,022;



WHEREAS, the Governing Body deems {t essential and desirable
that this supplemental resclution (the "Supplemental Resolution") be
adopted and that the Interest rate and the interest and principal
payment amounts of the Bond be confirmed in the manner stated herein,
and that other matters relating to the Bond be herein provided for:

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF THE
CITY OF KENOVA:

Section 1. Pursuant to the Bond Ordinance and the Act,
this Supplemental Resolution is adopted. The Bond shall bear interest
at the rate of 6-5/8% per annum, and amortized monthly payments of
principal and interest on the Bond shall be in the amount cof $1,022.

: Section 2. The provisions relating te the Bond shall
otherwise be, and the Bond shall otherwise be in the form, as preovided
in the Bond Ordinance.

Sectiom 3. The Mayor and City Clerk-Treesurer are hereby
authorized and directed ro execute and deliver such other decuments,
instruments, agreements and certificates required or desirable in
connection with the Bond hereby and by the Bond Ordinance approved and
provided for, to the end that the Bond may be delivered on or about
March 5, 1992, te the Purchaser. '

Section &. The financing of the Project in part by the
Bond is in the public interest, serves a public purpose of the Issuer
and will promote the health, welfare and safety of the residents of
the Issuer.

Section 5. This Supplemental Resolution shall be
effective immediately following adoption hereof and upon approval by
the Mayor.



Adopted this 4th day of March, 1992,

Approved by Mayor and Effective - March 4, 1992.

THE CITY OF KENOVA

City Clerk-Treasurer

03/03/92
KENE. B4
47214/91001
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THE CITY OF KENOVA

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE EXISTING WATERWORKS
SYSTEM OF THE CITY OF KENOVA, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED,
THEREOF THROUGH THE ISSUANCE BY THE CITY OF
NOT MORE THAN $650,000 IN PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 1994 A, AND NOT
MORE THAN $132,000 IN PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 1994 B, ON A PARITY -
WITH THE OUTSTANDING 1977 BOND AND 1992 BOND
OF THE CITY: DEFINING AND PRESCRIBING THE
TERMS AND PROVISIONS OF THE BONDS: PROVIDING
GENERALLY FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE HOLDERS OF THE BONDS; AND
PROVIDING WHEN THIS ORDINANCE SHALL TAKE
EFFECT :

BE IT ORDAINED AND ENACTED BY THE COUNCIL OF THE CITY
OF KENOVA:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section .01, Authority for this Ordinance. This Ordinance is adopted and
enacted pursuant to the provisions of Chapter 8, Article 19 of the West Virginia Code of
1931, as amended (the "Act"), and other applicable provisions of law. The City of Kenova
is a duly created and validly existing municipal corporation and political subdivision of the
- State of West Virginia.

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

A. The City of Kenova (the"Issuer"), in the County of Wayne, State of
West Virginia, is now served by a public waterworks system, but such system is not
adequate. The inhabitants of the Issuer and surrounding area served by the system urgently
require that the system be improved as herein provide.



B. It is deemed essential, convenient and desirabie 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 additions, betterments and
improvements to the existing waterworks system of the Issuer consisting of replacing filter
media, repainting water tanks, plant building and garage, replacing chlorine boosters,
repairing intake pipe and valve, removing sludge accumulation, resurfacing parking lot and
replacing the plant gate, 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 City Clerk-Treasurer of the Issuer. The
acquisition and construction of the Project and the financing hereby authorized and provided
for are public purposes of the Issuer and are ordered for the purpose of meeting and serving
public convenience and necessity. :

C.  The estimated revenues to be derived in each year from the operation
of the System (as hereinafter defined) 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 1994 Bonds and the Prior Bonds (all as hereinafter defined) and all debt
service, reserve account and other payments provided for herein.

D. It is necessary for the Issuer to issue its water revenue bonds in the total
aggregate principal amount of $782,000 in two series, being the 1994 A Bonds in the
aggregate principal amount of $650,000 and the 1994 B Bonds in the aggregate principal.
amount of $132,000 to permanently finance the costs of the Project in the manner
hereinafter provided.

E. The estimated maximum cost of the acquisition and construction of the
Project is $793,000, of which $782,000 will be obtained from the proceeds of sale of the
1994 Bonds herein authorized and $11,000 will be obtained from general funds of the
Issuer. '

F. The cost of such acquisition and construction shall be deemed to include,
without being limited to, the acquisition and construction of the Project; the acquisition of
any necessary property, real or personal, or interest therein; interest on the 1994 Bonds
prior to, during and for 6 months after estimated completion of such construction to the
extent that revenues of the System are not sufficient therefor; engineering and legal
expenses; expenses for estimates of costs and revenues; €Xpenses for plans, specifications
and surveys; and such other expenses as may be necessary or incidental to the acquisition
and construction of the Project and finavcing authorized hereby; provided that,
reimbursement to the Issuer for any amounts expended by it for allowable Costs prior to the
issuance of the 1994 Bonds or for the repayment of indebtedness incurred by the Issuer for
such purposes shall be deemed Costs of the Project.

G. The period of nsefulness of the System after completion of the Project is
not less than 40 years.



H. There are outstanding obligations 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 Issuer’s
Water Revenue Bond, Series 1977, dated September 28, 1978 (the "1977 Bond"), issued
in the original aggregate principal amount of $5,645,000, and the Issuer’s Water Revenue
Bond, Series 1992, dated March 5, 1992 (the "1992 Bond"), issued in the original
aggregate principal amount of $170,000, both of which are held by the Purchaser. There
are no other bonds or obligations outstanding which are secured by or payable from any
revenues and/or assets of the System. '

I. It is in the best interest of the Issuer that the 1994 Bonds be sold to the
United States of America, acting by the United States Department of Agriculture, Farmers
Home Administration (the "Purchaser"), pursuant to the terms and provisions of a Letier
of Conditions dated July 28, 1993, and all amendments thereto (collectively, the "Letter of
Conditions™).

). The Issuer has complied with all requirements of law relating to
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
1994 Bonds, or will have so complied prior to issuance of the {994 Bonds, including,
among other things and without limitation, if necessary, obtaining a centificate of
convenience and necessity for the Project from the Public Service Commission of
West Virginia by final order, the time for rehearing and appeal of which have expired. The
rates, charges and rules provided in Article VI hereof are in full force and effect and have
not been changed by said Public Service Commission.

: Section 1.03. Bond Legistation Constimutes Contract. In consideration of the
acceptance of the 1994 Bonds by those who shall be the Registered Owner of the same from
rime to time, this Bond Legislation shall be deemed to be and shall constitute a contract
hetween 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 1994 Bonds.

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

"Act” means Chapter 8, Article 19 of the West Virginia Code of 1931, as
amended.

"1994 A Bond™or "1994 A Bonds" means the $650,000 Water Revenue Bond,
Series 1994 A, authorized hereby to be issued pursuant to this Bond Legislation.

1994 B Bond" or "1994 B Bonds" means the $132,000 Water Revenue Bond,
Series 1994 B, authorized hereby to be issued pursuant to the Bond Legislation.
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"1994 Bond" or "1994 Bonds" means, collectively or individually, without
distinction, the 1994 A Bond and the 1994 B Bond.

“1992 Bond" means the Water Revenue Bond, Series 1992, of the Issuer, dated
March 5, 1992, issued in the original aggregate principal amount of $170,000.

"1977 Bond" means the Water Revenue Bond, Series 1977, of the Issuer, dated
September 28, 1978, issued in the original aggregate principal amount of $5,645,000.

“Bond Legislation" means this Ordinance and all ordinances and resolutions
supplemental hereto.

"Bonds" means, collectively, the 1994 Bonds, the 1992 Bond and the
1977 Bond.

"City Clerk-Treasurer” means the City Clerk-Treasurer of the Issuer.
"Consulting Engineer” means S & S Engineers Inc., Charleston,
West Virginia, or any qualified engineer or firm of engineers which shall at any time

hereafter be retained by the Issuer as Consulting Engineer for the System.

"Costs" or "Costs of the Project" mean those costs described in Section 1.02F
hereof 10 be a part of the cost of acquisition and construction of the Project.

"Depository Bank" means United National Bank, Kenova, West Virginia, a

pank 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 year beginning on July 1 and ending on the
succeeding June 30.

"Governing Body" means the City Council of the Issuer.

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

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



"Holder of the Bonds,” "Bondhoider," "Registered Owner" or any similar term
means any person who shall be the registered owner of any 1994 Bond or Bonds.

"Issuer” or "Borrower” means The City of Kenova, in Wayne County,
West Virginia, and includes the Governing Body.

"1 etter of Conditions" means the Letter of Conditions of the Purchaser dated
July 28, 1993, and all amendments thereto.

"Mayor" means the Mayor of the Issuer.

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

"Operating Expenses” means the current expenses, paid or accrued, of
operation and maintenance of the System and its facilities, and includes, without limiting
the generality of the foregoing, insurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the Systern, the accurnuiation 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.

"1992 Ordinance’ means, collectively, the ordinance of the Issuer enacted
March 4, 1992, as supplemented by the supplemental resolution of the Issuer adopted
March 4, 1992. '

%1977 Ordinance” means, collectively, the ordinance of the Issuer enacted
March 19, 1977, as supplemented by the supplemental ordinance and resolution of the
Issuer enacted and adopted, respectively, on November 21, 1977, and the second
supplemental ordinance of the Issuer enacted September 12, 1978, and as amended by
amendatory ordinance of the Issuer enacted September 9, 1982.

»Ordinances” means, collectively, the Bond Legislation, the 1992 Ordinance
and the 1977 Ordinance.

"Prior Bonds" means, collectively, the 1992 Bond and the 1977 Bond of the
Issuer.

"Prior Ordinances” means, collectively, the 1992 Ordinance and the 1977
Ordinance of the Issuer.

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



"Purchaser” or "Government" means the United States of America, acting by
United States Department of Agricuiture, Farmers Home Administration, and any successor
thereof.

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

(a)  Government Obligations;,

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

(¢) 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 Governiment National Mortgage Association or issued by
any other federal agency and backed by the fuil 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 tbe extent not insured by the
FDIC or Federal Savings and Loan Insurance Corporation, shall
be secured by a piedge of Government Obligations, provided,
that said Government Obligations pledged either must mature as
nearly as practicable coincident with the maturity of said time
accuuilts or must be replaced or increased so that the market
value thereof is always at least equal to the principal amount of
said time accounts;

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



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

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

) 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.

“Registrar” or "Bond Registrar” means the Jssuer, which shall usually so act
by its City Clerk-Treasurer. '

"Revenues” or "Gross Revenues” means all rates, rents, fees, charges or other
income received by the lssuer, 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.

"Supplementa! Resolution” means any resolution, ordinance or order of the
Issuer supplementing or amending this Orasudnce.

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

Section 1.05. - Compliance with Requirements of Prior Ordinances and
Prior Bonds. The issuance of the 1994 Bonds on a parity with the Prior Bonds is permitted
under the terms of the Prior Ordinances and the Prior Bonds, and the lssuer has complied
with the terms of the Prior Ordinances and the Prior Bonds with respect to the issuance of
the 1994 Bonds on a parity with the Prior Bonds. The lssuer is not in default under the
terms of the Prior Ordinances, the Prior Bonds, or amy document Of agreement in
connection therewith and has complied with all requirements of all the foregoing with

respect to the issuance of the 1954 Bonds.



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 and ordered the acquisition and construction of the
Project, at an estimated cost of $793,000, 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 1994 Bonds hereby authorized shall be appiied as
provided in Article IV hereof.



ARTICLE I

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF 1994 BONDS

Section 3.01. Authorization of 1994 Bonds. Subject and pursuant to the
provisions of this Bond Legislation, the bonds of the Issuer, to be known as "Warer
Revenue Bond, Series 1994 A" and "Water Revenue Bond, Series 1994 B" are hereby
authorized to be issned in the respective principal amounts of $650,000 and $132,000 for
a tota]l aggregate principal amount of not exceeding $782,000 for the purpose of
permanently financing a portion of the cost of the acquisition and construction of the
Project. '

Section 3.02. Description of 1994 Bonds. A. The 994 A Bond shall
be issued in single form, numbered AR-I, only as a fully registered Bond, and shall be
dated the date of delivery thereof. The 1994 A Bond shall bear interest from the date of
delivery, payable monthly at the rate of 5% per annum or such rate as may be set forth in
a Supplemental Resolution and/or the 1994 A Bond upon delivery and shall be sold for the
par value thereof.

B. The 1994 B Bond shall be issued in single form, numbered BR-1I, only as
a fully registered Bond, and shall be dated the date of delivery thereof. The 1994 B Bond
shall bear interest from the date of delivery, payable monthly at the rate of 5% per annum
or such rate as may be set forth in a Supplemental Resolution and/or the 1994 B Bond upon
delivery and shall be sold for the par value thereof.

The 1994 Bonds shall be subject to prepayment of scheduled monthiy
installments, or any portion thereof, at the option of the Issuer, and shall be payable as
provided in a Supplemental Resolution and/or the 1994 Bonds upon delivery.

Section 3.03. Negotiability, Registration, Transfer and Exchange of
1994 Bonds.  The 1994 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 1994 Bonds, and the right to the principal of and stated interest thereon, may only
be transferred by transfer of the registration thereof npon 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 applicable 1994 Bond for
cancellation, accompanied by delivery of a written instrument of transfer, duly executed in
a form acceptable to the Registrar.

Whenever any 1994 Bond shall be surrendered for registration of transfer, the

Issuer shall execute and deliver a new 1994 Bond or 1994 Bonds in authorized
denominations, for a like aggregate principal amount. The Registrar shall require the

10.



payment by the new owner requesting such transfer of any tax or other governmental charge
required to be paid with respect 1o such transfer, but the Issuer shall pay any other expenses
incurred by the Registrar with respect to such transfer.

No registration of transfer of any 1994 Bond shall be permitted 10 be made
after the 15th day next preceding any installment payment date on the 1994 Bonds.

Section 3.04. Registrar. The Registrar will keep or cause to be kept at
its office by its agent, sufficient books for the registration and transfer of the 1994 Bonds,
and, upon presentation for such purpose, the Registrar shall, under such reasonable
regulations as it may prescribe, register each 1994 Bond initially issued pursuant hereto and
register the transfer, or cause to be registered by its ageut, on such books, the transfer of
any 1994 Bond as hereinbefore provided.

The Registrar shall accept a 1994 Boud for registration or transfer only if
ownership thereof is 1o be registered in the name of the Government, an individual
(including joint ownership), a corporation, a partnership or a trust, and only upon receipt
of the social security number of each individual, the federal employer identification number
of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federal employer identification number and date of each
crust and the name of the trustee of each trust, and/or such other identifying number and
informarion as may be required by law. The 1994 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 1994 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 Federal Building,
Room 320, 75 High Street, Morgantown, West Virginia 26505-7500, or such other address
as shall be stated in writing to the Issuer by the United States of America.

Section 3.05. Execution of 1994 Bonds. The 1994 Bonds shall be
executed in the name of the Issuer by the Mayor and its corporate seal shall be affixed
thereto and attested by the City Clerk-Treasurer. ln case any one Or more of the officers
who shall have signed or sealed the 1994 Bonds shall cease to be such officer of the lssuer
before the 1994 Bonds so signed and sealed have been actually sold and delivered, such
1694 Bonds may nevertheless be soid and delivered as herein provided and may be issued
-ag if the person who signed or sealed such 1994 Bonds had not ceased to hold such office.
Any 1994 Bonds may be signed and sealed on behalf of the Issuer by such person as at the
actual time of the execution of such 1994 Bonds shall hold the proper office in the lIssuer,
aithough at the date of such 1994 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 any
1994 Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may in its
discretion issue and deliver a new 1994 Boud of like tenor as the 1994 Rond so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated 1994 Bond or in

il



lieu of and substitution for the 1994 Bond 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 1994 Bond so
surrendered shall be canceled and held for the account of the Issuer. If the 1994 Bond shall
have matured or be about to mature, instead of issuing a substitute 1994 Bond the Issuer
may pay the same, and, if such 1994 Bond be destroyed, stolen or lost, without surrender
tbereof.

Section 3.07. 1994 Bonds Secured by Pledge of Gross Revenues. The
payment of the debt service of the 1994 Bonds shall be secured forthwith equally and
ratably with each other by a lien on the Gross Revenues derived from the System in addition
to the statutory mortgage lien on the System hereinafter provided for, on a parity with
respect to liens, pledge, source of and security for payment, and in all other respects, with
the Prior Bonds. The Gross Revenues derived from the System in an amount sufficient to
pay the principal of and interest on the 1994 Bonds, and to make the payments hereinafter
provided, are hereby irrevocably pledged to the payment of instaliments of the principal and
interest on the 1994 Bonds as the same become due as herein provided, all on a parity with
the Prior Bonds.

_ Secrion 3.08. Form of 1994 Bonds. Subject to the provisions hereof, the
text of the 1994 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 ordinance or resolution adopted after the date of adoption hereof and prior
to the issuznce thereof, including, without limitation, a Supplemental Resolution:
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(FORM OF 1994 BONDS)

THE CITY OF KENOVA

WATER REVENUE BOND, SERIES 19954

$

No. R-1 Date:

FOR VALUE RECEIVED, THE CITY OF KENOVA (the "Borrower")
promises to pay to the order of the United States of America (the "Govermment"), 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
THOUSAND DOLLARS (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, thereafier 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 shail 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 instaliments, or any portio: dhereof, 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 involved,
shall, after payment of interest, be applied to the instaliments last to become due under this
Bond and shall not affect the obligation of Borrower to pay the remaining 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 agen:
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 instaliment due date
basis. The effective date of every payment made by Borrower, except payments retained
and remirted by the Government on an annual installment due date basis, shall be the date
of the United States Treasury check by which the Government remits the payment to the
hoider. The effective date of any prepayment retained and remitted by the Government to
the holder on an annua! 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
berween 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 reasonabie rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its communiry 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, betterments and improvements to the waterworks system (the "System") of
Borrower, is payable solely from the gross revenues to be derived from the operation of the
System in the manner provided in the hereinafter defined Ordinance. This Bond does not
in any manner constitute an indebtedness of Borrower within the rneaning 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 Borrower,
as Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the Ordinance and upon surrender and cancellation of this
Bond. Upon such transfer a mew Bond or Bonds, of authorized denomination or
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denominations, for the like principal amourt, will be issued to the transferee in exchange
herefor.

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

This Bond has been issued under and in full compliance with the Constitution
and starutes of the State of West Virginia, including, among others, Chapter 8, Article 19
of the West Virginia Code, as amended (the "Act”), and with an Ordinance of Borrower
duly adopted and enacted authorizing issuance of this Bond (as suppiemented, the
"Ordinance”). '

If at any time it shall appear to the Government that Borrower may be able 1o
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 is on a parity with respect to liens, pledge and source of and
security for payment, and in ail other respects, with the Borrower’s Water Revenue Band,

Series 1994 , issued concurrently herewith in the original aggregate principal amount
of § . and the Borrower’s Prior Bonds defined and described in the
Ordinance.

IN WITNESS WHEREOF, The City of Kenova has caused this Bond to be
signed by its Mayor and its corporate seal to be affixed hereon and amtested by its City
Clerk-Treasurer.

THE CITY OF KENOVA
{Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Mavor
(Title of Executive Official)

P. O. Box 268
(P.O. Box No. or Street Address)

Kenova, West Virginia 25530
(City, State and Zip Code)

ATTEST:

(Signature of Awesting Official)

City Clerk-Treasurer
(Title of Artesting Official)
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{(Form of)

RECORD OF ADVANCES
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(Form of Assignment)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint
, Attomney to transfer the said Bond on the books kept
for registration of the within Bond of the said Borrower with full power of substimtion in

the premises.

Dated: ,

In presence of:
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ARTICLE IV

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

Section 4 .01, Establishment of Funds and Accounts with Depository
Bank. The following special funds or accounts are hereby created and established (or
continued if previously established by the Prior Ordinances) with, and shall be held by, the
Depository Bank separate and distinct from all other funds or accounts of the Depository

Bank and from each other, except as otherwise provided in the Prior Ordinances:

(1) Water Revenue Fund (established by the 1977 Ordinance and
continued by the 1992 Ordinance and continued hereby);

(2)  Depreciation Reserve Fund (established by the 1977 Ordinance
and continued by the 1992 Ordinance and continued hereby),

(3) Reserve Account (established by the 1977 Ordinance and
continued by the 1992 Ordinance and continued hereby); and

(4)  Project Construction Accournt.

Section 4.02. Bond Proceeds; Proiect Construction Account. The
proceeds of sale of the 1994 Bonds shall be deposited an receipt by the Issuer in the Project
Construction Account. The moneys in the Project Canstruction 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
[ssuer 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
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 1994 Bonds if there are not sufficient Gross Revenues to make such
monthiy payment.

Pending application as provided in this Section 4.02, money and funds in the

Project Construction Account shali be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicabie iaw, in Qualified Investments.
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When construction of the Project has been completed and ail costs thereaf 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 1o Revenues and Funds. So
Jong as the 1994 Bonds shall be outstanding and unpaid, or until there shall have been set
apart in the Reserve Account, a sum sufficient to pay the entire principal of the 1994 Bonds
remaining unpaid, together with interest accrued thereon, the 1ssuer further covenants with

the holders of the 1994 Bonds as follows:

A. WATER REVENUE FUND. The entire Gross Revenues derived from
the operation of the System, and all parts thereof, and all tap fees received, except as
otherwise provided in the Ordinances, shall be deposited as collected by the Issuer in the
Water Revenue Fund. The Water Revepue Fund shall constitute 2 trust fund for the
purposes provided in the Ordinances and shail be kept separate and distinct from all other
funds of the Issuer and used only for the purposes and in the manner provided in the
Ordinances.

B.  DISPOSITION OF REVENUES. All Revenues at any time on deposit
in the Water Revenue Fund shall be disposed of only in the following order and priority:

(1) The Issuer shall first, each month, (i) pay from the Water
Revenue Fund to the holder of the 1977 Bond, as provided in the 1977 Bond,
the sum required under the 1977 Ordinance for payment of principal and
interest with respect to the 1977 Bond, (ii) simultaneously with the transfer set
forth in Subsection 4.03B(1)(i), transfer from the Water Revenue Fund and
pay to the National Finance Office designated in the 1992 Bond (or such other
place as may be designated in accordance with the 1992 Bond) the amount
required to pay the interest on the 1992 Bond, and to amortize the principai
of the 1992 Bond over the life of the 1992 Bond issue, (iii) simultaneousiy
with the transfers set forth in Subsections 4.03B(1)(i) and (i), transfer from
the Water Revenue Fund and pay to the National Finance Office designated
in the 1994 Bonds {or such other place as may be designated in accordance
with the 1994 Bonds) the amounts required to pay the interest on the 1994
Bonds, and to amortize the principat of the 1994 Bonds over the life of each
Bond issue, and (iv) shail then pay the additional sum of $5,265 per month
due under the rescheduling agreement between the Issuer and the holder of the
1977 Bond dated November 20, 1985 (the "First Rescheduling Agreement”),
until such sum of $5,265 per month is no longer required to be paid under the
First Rescheduling Agreement, and shall also pay the additional sum of $4,873
per month due under the rescheduling agreement between the lssuer and the
holder of the 1977 Bond dated September 1, 1992 (the "Second Rescheduling
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Agreement"), until such sum of 34,873 per month is no longer required to be
paid under the Second Rescheduling Agreement.

(2)  The Issuer shall next, each month, from the moneys in the Water
Revenue Fund, pay the Operating Expenses for the previous month.

(3) The Issuer shall next, each month, transfer from the Water
Revenue Fund and deposit into the Reserve Account, 1/12th of 1/10th of the
maximum annual aggregate amount of interest and principal which will fail
due on the Bonds until the amount in the Reserve Account equals such
maximum annual aggregate amount of interest and principal, such sum being
herein called the "Reserve Requirement.” After the Reserve Requirement has
been accumulated in the Reserve Account, the Issuer shall monthly pay into
the Reserve Account such part of the moneys remaining in the Water Revenue
Fund, after such provision for payment of maturing principal of and interest
on the Bonds, as shall be required to maintain the Reserve Requirement.
Moneys in the Reserve Account, including, without limitation, any moneys
heretofore or hereafter transferred to the Reserve Account pursuant to
Section 3.02(A) of the 1977 Ordinance, shall be used solely to make up any
deficiency of revenues for payment of the principal of and interest on the
Bonds as the same shall become due, on a pro rata basis and a parity with
each other, or for mandatory prepayment of principal of the Bonds, pro rata,
as hereinafter provided, and for no other purpose.

(4) The Issuer shall next, each month, transfer from the Water
Revenue Fund the moneys then remaining in the Water Revenue Fund and
deposit the same in the Depreciation Reserve Fund until there has been
accumulated therein the sum of $232,600, and thereafter such sums as shall
be required to maintain such amount therein. Moneys in the Depreciation
Reserve Fund shall be used by the Issuer first to make up any deficiencies for
the payment of said sum required under the 1977 Ordinance for payment of
principal and interest with respect to the 1977 Bond and for monthly payments
of principal of and interest on the Bonds, as the same become due and on a
parity basis, and next to restore to the Reserve Account any Sum Or sums
transferred therefrom to pay such principal or interest, on a pro rata basis.
Thereafter, and provided that payments of installments of the Bonds and into
the Reserve Account are current and in accordance with the foregoing
provisios, moneys in the Depreciation Reserve Fund may be withdrawn by
the Tssuer and used for extensions, replacements and improvements of the
System, or any part thereof.

(5)  After all the foregoing provisions for use of moneys in the Water
Revenue Fund, as the case may be, have been fully complied with, any
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mioneys remaining therein may be used to prepay the principal of the Bonds,
pro rata, or for any lawful purpose in connection with the System.

Whenever the moneys in the Reserve Account shall be sufficient to pay or
prepay the 1994 Bonds in full, it shall be the mandatory duty of the Issuer, anything to the
contrary in the Ordinances notwithstanding, to pay or prepay, at the earliest practical date
and in accordance with appiicable provisions of the Ordinances, the 1994 Bonds and accrued
interest thereon to such payment or prepayment date.

Ali the funds provided for in this Section {excluding the Project Construction
Account) shall constitute trust funds and shall be used only for the purposes and in the order
provided in the Ordinances, and until so used the holders of the 1994 Bonds shall have a
lien thereon for further securing payment of the 1994 Bonds and the interest thereon, on a
parity basis, but the Depository Bank shall not be a trustee of any of such funds. The
moneys in excess of the sum insured by FDIC in the Water Revenue Fund, the Reserve
Account and the Depreciation Reserve Fund shall at all times be secured, to the full extent
thereof in excess of such insured sum, in a manner iawful for securing deposits of State and
municipal funds under the laws of the State of West Virginia.

If on any payment date the Revenues are insufficient to place the reguired
amount in any of the funds or accounts in the Ordinances provided, the deficiency shail be -
made up in the subsequent payments in addition to those which would otherwise be required
to be made into the funds or accounts on the subsequent payment dates.

The Issuer shall keep the moneys in the Reserve Account and the Depreciation
Reserve Fund invested and reinvested to the fullest extent practicable in Government
Obligations and having maturities not exceeding 2 years. Subject to the Prior Ordinances
so long as the Prior Bonds are outstanding, 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 the cost or the then current market value, or at the redemption price thereof
if redeemable at the option of the holder, inciuding 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. Subject to
the Prior Ordinances so long as the Prior Bonds are outstanding, any investment shall be
heid 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.

C. USER CONTRACTS. The Issuer shall, prior to delivery of the 1994
Bonds, provide evidence that the System will serve 3,500 bona fide full time users, in fuil
compliance with the requirements and conditions of the Purchaser.

D. CHANGE OF DEPOSITORY BANK. Subject to the Prior Ordinances
so long as the Prior Bonds are outstanding, the Issuer may designate another bank or trust
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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. Upen any such change, the
Governing Body will cause notice of the change to be sent by registered or certified mail
to the Purchaser.

E. DEPOSITORY BANK NOT A TRUSTEE. The Depository Bank shall
not be a trustee of any such funds, but merely the depository thereof.



ARTICLE Vv

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the 1994 Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Reserve Account a
sum sufficient to prepay the entire principai of the 1994 Bonds remaining unpaid, together
with interest accrued and to accrue thereon to the date of prepayment, the covenants and
agreements contained herein shall be and constitute valid and legally binding covenants
between the Issuer and the Purchaser.

Section 5.072. 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
maximum annual debt service on the Bonds and sufficient to make the payments required
herein into the Reserve Account and the Depreciation Reserve Fund and all the necessary
expenses of operating and maintaining the System during such Fiscal Year and such rates,
fees and other charges shall not be reduced so as to be insufficient to provide adequate
Revenues for such purposes.

Section 5.03. Sale of the Svstem. The System will not be sold without
the prior written consent of the Purchaser so long as the 1994 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 Revenues of the System shall be issued
after the issuance of the 1994 Bonds 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 1994 Bonds remain outstanding, insurance with
a reputable insurance carrier or carriers covering the following risks and in the following
AMOounts:

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-grouhd structures of the System in an
amount equal to the full insurable value thereof. In the event of
any damage to or destruction of any portion of the System, the
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Issuer will prompily 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 lssuer 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 thar the date of delivery of the 1994 Bonds.

C.  VEHICULARPUBLICLIABILITYINSURANCE,
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 lIssuer 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 ISSUER ELIGIBLE THEREFOR
AND PERFORMANCE AND PAYMENT BONDS, such bonds
tc be in the amounts of 100% of the construction contract, will
be required of each prime contractor, and such payment bonds
will be filed with the Clerk of the County Commission of said
County prior to commencement of construction of the Project in
compliance with West Virginia Code Section 38-2-39. Workers’
Compensation coverage will be maintained as provided by law.

E.  FIDELITY BONDS will be provided as to every
member of the Governing Body and as to every officer and
employee thereof having custody of the Water 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 $10,000 upon the
City Clerk-Treasurer, provided, however, that no bond shall be
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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.

F. Provided, however, and in lleu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the 1994 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 rypes and in such
amounts as the Purchaser may specify, with insurance carriers or
bonding companies acceptabte to the Purchaser.

Section 5.06. Statutory Mortgage Lien. For the further protection of the
holders of the 1994 Bonds, a statutory mortgage lien upon the System is granted and created
by the Act, which statutory mortgage lien is hereby recognized and declared to be valid and
binding and shall take effect immediately upon the delivery of the 1994 Bonds, on a parity
with the statutory mortgage lien in favor of the Holders of the Prior 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 any 1994 Bond at the date
specified for payment thereof; '

B. Failure duly and punctually 10 observe or perform
any of the covenants, conditions and agreements on the part of
the Issuer contained in the 1994 Bonds or herein, or violation of
or failure to observe any provision of any pertinent law.

Section 5.08. Enforcernent. 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 agreemsnt, 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 as provided in the Act, such court may,
upon proof of such default appoint 2 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.
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and shall have the power to coliect and receive all revenues and apply the same in such
manner as the court may direct and as provided in the Act.

Section 5.09. Fiscal Year, Budget. While the 1994 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 ] 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 unanimousty 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 shali adopt a Budget of Current Expenses from month to
month until the adoption of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the corresponding month in the year next preceding by
more than ten per centum; and provided further that adoption of a Budget of Current
Expenses shall not 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. Covenant to Proceed and Complete. The [ssuer hereby
covenants to proceed as promptly as possible with the acquisition and construction of the
Project to completion thereof in accordance with the plans and specifications prepared by
the Consulting Engineer and on file with the City Clerk-Treasurer on the date of enactment
hereof, subject to permitted changes.

Section 5.11. Books and Records; Audits. The Issuer will keep books,
accounts and records of the System, in accordance with the Act, 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 zll transactions relating to the System, including, without
limitation, the amount of Revenues received from the System, and the Purchaser shall have
the right at all reasonable times to inspect the System and all records, accounts and dara of
the Issuer relating thereto. :

The Issuer shall, at least ono+ a year, cause said books, records and accounts
of the System to be properly audited by an independent competent firm of certified public
accountants, which report of such audit shall be open to the public for inspection at all
reasonable times, and the Issuer shall mail a copy of such audit report to the Purchaser.
The Issuer shali further comply with the Act with respect to such books, records and
accounts.
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Section 5.12. Maintenance of Svstem. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and repair and maintain the
Systemn as a revenue-producing utility as herein provided so long as the 1994 Bonds are
outstanding.

Secrion 5.13. 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 ta
change consonant with the provisions hereof, shall be as set forth in the rate ordinances
and/or amendments or supplements of the lssuer finally enacted on January 30, 1984,
October 30, 1989, October 15, 1987, April 18, 1991, and May 21, 1992, which ordinances
and/or amendments or supplements are incorporated herein by reference as a part hereof.

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

C.  The Issuer will not render or cause to be rendered any free services of
any nature by the System nor any of the facilities; and in the event that the Issuer or any
department, agency, officer, board 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.

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

E.  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 prermises.
The Issuer shall additionally have such powers as provided under the Act with respect to
collection of rates and charges for the System.

F.  No allowance or adjustment in any bill for use of the services and
facilities of the System shall be made for any leakage occurring on the customer’s side of
the water meter. '

G.  The Issuer shail not be liable to any customer for any damage resuiting
from bursting or breakage of any pipe, line, main, valve, equipment or part or from
discontinuance of the operation of any part of the System or from failure of any part thereof
for any cause whatever.
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H. Incase of emergency, the Issuer shall have the right to restrict the use
of any part of the System in any reasonable manner for the protection of the System and the
inhabitants of the Issuer.

L The fees, rates and charges above provided will be increased whenever
such increase is necessary in order to comply fully with all provisions hereof, and the Issuer
shall always be obligated to and shall fix, establish and collect fees, rates and charges for
the services and facilities of the System which shall at all times be sufficient to provide Net
Revenues to meet its obligations hereunder and under the Prior Ordinances, but in any
event, not less than 110% of the annual debt service on all 1994 Bonds outstanding.

30.



ARTICLE VII
MISCELLANEOUS

Section 7.01. Pavment of 1994 Bonds. If the Issuer shall pay or there
shall otherwise be paid to the Holders of the 1994 Bonds, the principai 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 1994 Bonds, the pledge of Revenues and other moneys
and securiries pledged under this Bond Legislation and ail covenants, agreements and other
obligations of the issuer to the Registered Owner of the 1994 Bonds, shall thereupon cease,
terminate and become void and be discharged and satisfied.

Section 7.02. Modification or Amendment. No moedification or
amendment of this Bond Legislation, or of any ordinance or resoiution amendatory hereof
or supplemental hereto, may be made without the prior consent in writing of the Purchaser.

Section 7.03. Delivery of 1994 Bonds. The Mayor is hereby authorized
and directed to cause 1994 Bonds Nos. AR-1 and BR-1, hereby awarded to the Purchaser
pursuant to prior agreement, to be delivered to the Purchaser as soon as the Purchaser will
accept such delivery.

Section 7.04. Severability of Invalid 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 ot 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 1994 Bonds.

Section 7.05. Conflicting Provisions Repeaied. All  ordinances,
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 sball not be applicable
to the Loan Resolution (Form FmHA 442-47) or the Prior Ordinances, and this Bond
Legislation shall be supplemental to the Prior Ordinances.

Section 7.06. Table of Contents and Headings. The Tabie of Comntents
and headings of the articies, sections and subsections hereof are for convenience only and
shall neither c¢oorol nor affect in any way the meaning or construction of any of the
provisions hereof.

Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants
that all acts, conditions, things and procedures required to exist, to happer, to be performed
or to be taken precedent to and in the adoption and enactment of this Ordinance do exist,

have happened, have been performed and have been taken in regular and due time, form
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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 Mayor, City Clerk-Treasurer and
members of the Governing Body were at ail times when any actions in connection with this
Ordinance occurred and are duly in office and duly qualified for such office. '

Section 7.08. Effective Time. This Bond Legislation shall take effect
following public hearing hereon in accordance with the Act and approval by the Mayor.

Section 7.09. Stamtorv Notice and Public Hearing. Upon adoption
hereof, an abstract of this Bond Legislation, determined by the Governing Body to contain
sufficient information as to give notice of the contents hereof, shall be published once a
week for 2 successive weeks within a period of 14 consecutive days, with at least & fuil
days intervening between each publication, in The Herald-Dispatch, a newspaper of general
circulation in The City of Kenova, no qualified newspaper being published therein, together
with a notice stating that this Ordinance has been adopted, that the Issuer contemplates the
issuance of the 1994 Bonds, that any person interested may appear before the Governing
Body upon a date certain, not less than 10 days subsequent to the date of the first
publication of the said abstract and notice and not prior to the last date of such publication,
and present protests, and that a certified copy of this Ordinance is on file with the
Governing Body for review by interested persons during the office hours of the Governing
Body.

At such hearing, all protests and suggestions shall be heard and the Governing
Body shall take such action as it shall deem proper in the premises.

Passed on First Reading: April 21, 1994,
Passed on Second Reading: April 28, 1554,
Passed on Final Reading

Following Public Hearing: May 9, 1554,

Approved by Mayor and Effective: ~May 9, 1994.

&[/Qq @ - (/ufguz,c/@ﬂ/t/

City Clerk-Treasurer
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CERTIFICATION

Ccmﬁed a true copy of an Ordinance duly enacted by the Council of THE
CITY OF KENOVA on the Oth day of May, 1994.

Dated: May 11, 1994,

[SEAL] MWL/@;\ (/\l K{—’L’é}\k‘—/t'c*-‘k /

City Clerk-Treasurer

04/28/94
KENWJ].A2
47214/93001
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THE CITY OF KENOVA

Water Revenue Bonds, Series 1994 A and Series 1994 B

SUPPLEMENTAL RESOLUTION

SUPPLEMENTALRESOLUTION PROVIDING AS TO
THE INTEREST RATE AND PAYMENT SCHEDULE
OF THE WATER REVENUEBONDS, SERIES 1994 A
AND SERIES 1994 B, OF THE CITY OF KENOVA;
AND MAKING OTHER PROVISIONS AS TO THE
BONDS

WHEREAS, the city council (the "Governing Body") of THE CITY OF
KENOVA (the "[ssuer"), has duly and officially enacted an ordinance effective May 9,
1994 (the "Bond Ordinance"), entitled:

ORDINANCE AUTHORIZING THE ACQUISITION
AND CONSTRUCTION OF ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO THE
EXISTING WATERWORKS SYSTEM OF THE CITY
OF KENOVA, AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREOF
THROUGH THE ISSUANCE BY THE CITY OF NOT
'MORE THAN $650,000 IN PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 1994 A, AND
NOT MORE THAN $132,000 IN PRINCIPAL
AMOUNT OF WATER REVENUE BONDS,
SERIES 1994 B, ON A PARITY WITH THE
OUTSTANDING 1977 BOND AND 1992 BOND OF
THE CITY; DEFINING AND PRESCRIBING THE
TERMS AND PROVISIONS OF THE BONDS;
PROVIDING GENERALLY FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE
HOLL&RS OF THE BONDS; AND PROVIDING
WHEN THIS ORDINANCE SHALL TAKE EFFECT

WHEREAS, the Bond Ordinance provides for the issuance of the Water
Revenue Bonds, Series 1994 A and Series 1994 B, of the Issuer (collectively, the "Bonds"),
in a total aggregate principal amount of not to exceed $782,000, all in accordance with
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Chapter 8, Article 19 of the West Virginia Code of 1931, as amended (the "Act”); and in
the Bond Ordinance, it is provided that the interest rate on the Bonds would be 3% per
annum or such rate as set forth in a supplemental resolution and/or the respective Bond
upon delivery and the interest and principal payment amounts would be as set forth in a
supplemental resolution and/or the respective Bond upon delivery;

WHEREAS, the Bonds are proposed to be purchased by the United States of
America, acting by the United States Department of Agriculture, Farmers Home
Administration (the "Purchaser") pursuant to the Letter of Conditions of the Purchaser, as
amended;

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution") be adopted and that the interest rate
and the interest and principal payment amounts of the Bonds be fixed in the manner stated
" herein, and that other matters relating to the Bonds be herein provided for;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
THE CITY OF KENOVA:

Section 1. Pursuant to the Bond Ordinance and the Act, this Supplemental
Resolution is adopted and the following terms of the Bonds are hereby authorized and
ordered: '

_ A. The Water Revenue Bond, Series 1994 A,
No. AR-1, of the Issuer, issued in the original principal amount
of $650,000, shall bear interest at the rate of 5% per annum, and
the amortized monthly payment of principal of and interest on
this Bond shall be £3,192.

B. The Water Revenue Bond, Series 1994 B,
No. BR-1, of the Issuer, issued in the original principal amount
of $132,000, shall bear interest at the rate of 5% per annum, and
the amortized monthly payment of principal of and interest on
this Bond shall be $649.

Section 2.  The provisions relating to the Bonds shall otherwise be, and the
Bonds shall otherwise be in the form, as provided in the Bond Ordinance.
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Section 3. The Mayor and City Clerk-Treasurer are hereby authorized and
directed to execute and deliver such other documents, instruments, agreements and
certificates required or desirable in connection with the Bonds hereby and by the Bond
Ordinance approved and provided for, to the end that the Bonds may be delivered on or
about May 11, 1994, to the Purchaser.

Section 4.  The financing of the Project in part by the Bonds is in the public
interest, serves a public purpose of the Issuer and w1li promote the health, welfare and
safety of the residents of the Issuer.

- Section 5. This Supplemental Resolution shall be effective immediately
following adoption hereof and upon approval by the Mayor.

Adopted this 9th day of May, 19%4.

Approved by Mayor and effective this 9th day of May, 1994.
THE CITY OF KENOVA
)é»@uu/é 7 ad’ (o

City Clerk-Treasurer




CERTIFICATION

yrue copy of 4 Supplemental Resolution duly adopted by the Council

Certified a
OVA on the 9th day of May, 1994.

of THE CITY OF KEN
Dated: May 11, 1994.

Aol Qb ler

City Clerk-Treasurer

[SEAL]

05/03/94
KENW].G1
47214/93001
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[HE CITY OF KENOVA

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE EXISTING WATERWORKS
SYSTEM OF THE CITY OF KENOVA, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED,
THEREOF THROUGH THE ISSUANCE BY THE CITY OF
NOT MORE THAN $443,000 IN TOTAL AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 1998, ON A PARITY WITH THE OQUTSTANDING
1977 BOND, 1992 BOND, 1994 A BOND AND 1994 B BOND
OF THE CITY; DEFINING AND PRESCRIBING THE TERMS
AND PROVISIONS OF THE BONDS; PROVIDING
GENERALLY FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE HOLDERS OF THE BONDS; AND
PROVIDING WHEN THIS ORDINANCE SHALL TAKE
EFFECT

BE IT ORDAINED AND ENACTED BY THE COUNCIL OF THE CITY OF
KENOVA:

ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for this Qrdinance. This Ordinance is adopted and
enacted pursnant to the provisions of Chapter 8, Article 19 of the West Virginia Code of
1931, as amended (the "Act"), and other applicabie provisions of law. The City of Kenova
(the “Issuer”) is a duly created and validly existing municipal corporation and political
snbdivision of the State of West Virginia in Wayne Connty, State of West Virginia.

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

A. The Issuer currently owns and operates a pnblic waterworks system, but
such system is not adequate. The inhabitants of the Issuer and surrounding area served by
the system urgently require that the system be improved as herein provided.
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B. It is deemed essential, convenient and desirable for the heaith, welfare,
safety, advantage and convenience of the inhabitants of the Issuer and, accordingly, it is
hereby ordered, that there be acquired and constructed additions, betterments and
improvements to the existing waterworks system of the Issuer consisting of approximately
12,000 L.F. of 8" pipe, approximately 38,000 L.F. of 6" pipe and approximately 17,500
L.F. of 2" pipe, one 500 gpm purmp station and a 50,000 gallon storage tank, in the Buffalo
Creek and Balangee Branch areas of Wayne Connty, West Virginia, 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
City Clerk-Treasurer of the Issuer. The existing waterworks facilities of the Issuer, together
with the Project and any further additions, extensions or improvements 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 snfficient to pay all costs of the operation
and maintenance of the System, the principal of and interest on the 1998 Bond and the
Prior Bonds (all as hereinafter defined) and all debt service, reserve account and other
payments provided for herein.

D.  The estimated maximum cost of the acqnisition and construction of the
Project is $1,566,833, of which $443,000 will be obtained from the proceeds of sale of the
1998 Bond herein authorized, $773,833 from a grant by the Appalachian Regional
Commission and $350,000 from a grant by The County Commission of Wayne County.

E.  Itis necessary for the Issuer to issne-its water revenue bonds in the total
aggregate principal amount of $443,000 in one series, being the 1998 Bond in the aggregate
principal amount of $443,000 (the “Bond”), to permanently finance the costs of the Project
in the manner hereinafter provided. The cost of such acquisition and construction shall be
deemed to include, without being limited to, the acquisition and censtruction of the Project;
the acquisition of any necessary property, real or personal, or interest therein; interest on the
1998 Bond prior to, during and for 6 months after estimated completion of such construction
to the extent that revenues of the System are not sufficient therefor; engineering and legal
expenses; expenses for estimates of costs and revenues; expenses for plans, specifications and
surveys; and such other expenses as may be necessary or incidental to the acquisition and
construction of the Project and financing authorized hereby; provided that, reimbursement
to the Issuer for any amounts expended by it for allowable Costs prior to the issuance of the
1998 Bond or for the repayment of indebtedness incurred by the Issuer for such purposes
shall be deemed Costs of the Project.

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



G. There are outstanding obligations of the Issuer which will rank on a parity
with the Bond as to liens, pledge and source of and security for payment, being the Issuer’s
Water Revenue Bond, Series 1977, dated September 28, 1978 (the "1977 Bond"}), issued in
the original aggregate principal amount of $5,645,000, the Issuer's Water Revenue Bond,
Series 1992, dated March 5, 1992 (the "1992 Bond"), issued in the original aggregate
principal amount of $170,000, the Issuer’s Water Revenue Bond, Series 1994 A, dated
May 11, 1994 (the “1994 A Bond™), issued in the original aggregate principal amount of
$650,000, and the 1ssuer’s Water Revenue Bond, Series 1994 B, dated May 11, 1994 (the
“1994 B Bond™), issued in the original aggregate principal amount of $132,000, all of which
are held by the Purchaser. There are no other bonds or obligations outstanding which are
secured by or payable from any revenues and/or asscts of the System.

H. It is in the best interest of the Issuer that the 1998 Bond be sold to the
United States Department of Agriculture, Rural Utilities Service (the "Purchaser”), pursuant
to the terms and provisions of the Letter of Conditions, as hereinafter defined.

L The Issuer has complied with all requirements of law relating to
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
1998 Bond, or will have so complied prior to issuance of the 1998 Bond, including, among
other things and without limitation, if necessary, obtaining a certificate of convenience and
necessity for the Project from the Public Service Commission of West Virginia by final order,
the time for rehearing and appeal of which have expired.

I The Issuer has received the written consent of the holder of the Prior
Bonds to the issuance of the Series 1998 Bond on a parity with the Prior Bonds as set forth
in Section 1.02G hereof. '

K.  The Project has been reviewed and determined to be technically and
financially feasible by the West Virginia Infrastructure and Jobs Development 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 1998 Bond by those who shall be the Registered Owner of the same from
time to time, this Bond Legislation shall be deemed to be and shall constitute a contract
between the Issuer and such Bondholder, and the covenants and agreements set forth herein

~to be performed by the Issuer shall be for the benefit, protection and security of the
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Registered Owner of the 1958 Bond.

Section_1.04. Definitions. The following terms shall have the following
meanings herein unless the text otherwise expressly requires:
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"Act" means Chapter 8, Article 19 of the West Virginia Code of 1931, as
amended.

“1998 Bond” means the $443,000 Water Revenue Bond, Series 1998,
anthorized hereby to be issned pursuant to this Bond Legislation.

"1994 A Bond" means the Water Revenue Bond, Series 1994 A, of the Issuer,
dated May 11, 1994, issued in the original aggregate principal amount of $650,000.

"1994 B Bond" means the Water Revenue Bond, Series 1994 B, of the lssner,
dated May 11, 1994, issued in the original aggregate principal of amount of $132,000.

"1992 Bond" means the Water Revenue Bond, Series 1992, of the Issuer, dated
March 5, 1992, issued in the original aggregate principal amount of $170,000.

"1977 Bond" means the Water Revenne Bond, Series 1977, of the 1ssuer, dated
September 28, 1978, issued in the original aggregate principal amount of $5,645,000.

"Bond Legislation” or “Ordinance” means this Ordinance and all ordinances and
resclutions supplemental hereto.

"Bonds" means, collectively, the 1998 Bond, the 1994 A Bond, the 1954 B
Bond, the 1992 Bond and the 1977 Bond.

"City Clerk-Treasurer" means the City Clerk-Treasurer of the lssuer.

"Consulting Engineer” means Haworth, Meyer & Boleyn, Inc., South
Charleston, West Virginia, or any qualified engineer or firm of engineers which shall at any
time hereafter be retained by the Issuer as Consulting Engineer for the System.

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

"Depository Bank" means United National Bank, Kenova, 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.
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"FDIC" means the Federal Deposit Insurance Corporation.

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

"Governing Body" means the City Council of the [ssuer,

"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, the grants of the Appalachian Regional
Commission and The County Commission of Wayne County, and any other grants received
by the Issuer for the Project.

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

"Holder of the Bonds," "Bondholder,” "Registered Owner" or any similar term
means any person who shall be the registered owner of any 1998 Bond or Bonds.

"Issuer” or "Borrower” means The City of Kenova, a municipal corporation and
political subdivision of the State of West Virginia, in Wayne County, West Virginia, and
includes the Governing Body.

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated April 1, 1996, Amendment No. 1 to Letter of Conditions dated
September 3, 1996, and all amendments thereto.

"Mayor" means the Mayor of the Issuer.

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

"Operating Expenses” means the current expenses, paid or accrued, of operation
and maintenance of the System and its facilities, and includes, without limiting the generality
of the foregoing, insurance premiums, salaries, wages and administrative expenses of the
Issuer relating and chargeable solely to the System, the accumulation: of appropriate reserves
for charges not annually recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operating costs as are normally and regularly included
under recognized accounting principles.

"1977 Ordinance” means, collectively, the ordinance of the Issuer enacted
March 19, 1977, as supplemented by the supplemental ordinance and resolution of the Issuer
enacted and adopted, respectively, on November 21, 1977, and the second supplemental
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ordinance of the Issuer enacted September 12, 1978, and as amended by amendatory
ordinance of the Issuer enacted September 9, 1982.

"1992 Ordinance" means, coliectively, the ordinance of the Issuer enacted
March 4, 1992, as snpplemented by the supplemental resolution of the Issuer adopted
March 4, 1992.

“1994 Ordinance” means, collectively, the ordinance of the Issuer enacted
May 9, 1994, as supplemented by the supplemental resolution of the Issuer adopted
May 9, 1994,

"Ordinances” means, collectively, the Bond Legislation, the 1994 Ordinance
the 1992 Ordinance and the 1977 Ordinance.

"Prior Bonds" means, collectively, the 1994 A Bond, the 1994 B Bond, the
1992 Bond and the 1977 Bond of the Issuer.

"Prior Ordinances” means, collectively, the 1994 Ordinance, the 1992
Ordinance and the 1977 Ordinance of the lssuer.

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

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

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

(a)  Government Obligations;

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

(c) Bonds, debentures, notes or other evidences of
indebtedness issned 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;
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Tennessee Valley Authority; or Washington Metropolitan Area
Transit Anthority;

(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;

(¢)  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 mmst 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 o 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)
throngh () above;

(8) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) threngh (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 amonnt of said repurchase
agreements, and provided further that the holder of such
repurchase agreement shall have a prior perfected security interest
in the collateral therefor, must have (or its agent must have)
possession of such collateral, and such collateral must be free of
all claims by third parties;

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

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

"Registrar" or "Bond Registrar” means the Issuer, which shall nsnally so act by
its City Clerk-Treasurer.

"Revenues" or "Gross Revenues" means all rates, rents, fees, charges or other
income received by the Issner, 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.

"Supplemental Resolution” means any resolution, ordinance or order of the
Issuer supplementing or amending this Ordinance.

"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 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; and shall
also inclnde any and atl additions, extensions, improvements, betterments, properties, or
other facilities at any time acquired or constructed for the System after completion of the
Project.

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

Words importing singular number shall inclnde 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.

Section 1.05. Compliance with Requirements of Prior Ordinances and
Prior Bonds. The issuance of the 1998 Bond on a parity with the Prior Bonds is permitted
under the terms of the Prior Ordinances and the Prior Bonds, and the Issuer has complied
with the terms of the Prior Ordinances and the Prior Bonds with respect to the issuance of the
1998 Bond on a parity with the Prior Bonds. The Issuer has obtained the written consent of
the Holder of the Prior Bonds to the issuance of the 1998 Bond on a parity therewith. The
Issuer is not in default under the terms of the Prior Ordinances, the Prior Bonds, or any



document or agreement in connection therewith and has complied with all requirements of
all the foregoing with respect to the issuance of the 1998 Bond.

174012.2 9.



ARTICLEII

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Anthorization 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 $1,566,833, 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 1998 Bond hereby authorized shall be applied as
provided in Article IV hereof.

174012.2 10.
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ARTICLE 1II

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bond. Subject and pursuant to the
provisions of this Bond Legislation, the bonds of the Issuer, to be known as "Water Revenue
Bond, Series 1998" is hereby authorized to be issued in the total aggregate principal amount
of $443,000 for the purpose of permanently financing a portion of the cost of the acquisition
and construction of the Project.

Section 3.02. Description of Bond. The 1998 Bond shall be issued in
single form, numbered R-1, only as a fully registered Bond, and shall be dated the date of
delivery thereof. The 998 Bond shall bear interest from the date of delivery, payable
monthly at the rate of 4.875% per annum or such rate as may be set forth in a Supplemental
Resolution and/or the 1998 Bond upon delivery and shall be sold for the par value thereof.

The 1998 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 a Supplemental Resolution and/or the 1998 Bond upon delivery.

Section 3,03, Negotiability, Registration, Transfer and Exchange of
1998 Bond. The 1998 Bond 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
1998 Bond, and the right to the principal of and stated interest thereon, 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 Bond for cancellation, accompanied by
delivery of a written instrument of transfer, duly executed in a form acceptable to the
Registrar,

_ Whenever any 1998 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 incur.ca by the Registrar
with respect to such transfer.

No registration of transfer of any 1998 Bond shall be permitted to be made after
the 15th day next preceding any installment payment date on the 1998 Bond.
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Section 3.04. Registrar. The Registrar will keep or cause to be kept at
its ofﬁce by its agent, sufficient books for the registration and transfer of the 1998 Bond, and,
npon presentation for such purpose, the Registrar shall, under such reasonable regulations
as it may prescribe, register each 1998 Bend initially issued pursuant hereto and register the
transfer, or cause to be registered by its agent, on such books, the transfer of any 1998 Bond
as hereinbefore provided.

The Registrar shall accept a 1998 Bond for registration of 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 1998 Bond shall initially be fully registered as to both principal and
interest in the name of the United States of America. So long as the 1998 Bond 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 Federal Building, Room 320, 75 High Street,
Morgantown, West Virginia 26505-7500, or such other address as shall be stated in writing
to the Issuer by the United States of America.

Section 3.05. Execution of Bond. The 1998 Bond shall be executed in
the name of the Issuer by the Mayor and its corporate seal shall be affixed thereto and
attested by the City Clerk-Treasurer. In case zny one or more of the officers who shall have
signed or sealed the 1998 Bond shall cease to be such officer of the Issuer before the
1998 Bond so signed and sealed has been actually sold and delivered, such 1998 Bond may
nevertheless be sold and delivered as herein provided and may be issued as if the person who
signed or sealed such 1998 Bond had not ceased to hold such office. Any 1998 Bond may
be signed and sealed on behalf of the Issuer by such person as at the actnal time of the
execution of such 1998 Bond shall hold the proper office in the Issuer, although at the date
of such 1998 Bond such person may not have held such office or may not have been so
authorized.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case any
1998 Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may in is
discretion issue and deliver a new 1998 Bond of like tenor as the 1998 Bond so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated 1998 Bond or m lieu
of and substitution for the 1998 Bond destroyed, stolen or lost, and npon 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 1998 Bond so
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surrendered shall be canceled and held for the acconnt of the Issner. If the 1998 Bond shall
have matured or be about to mature, instead of issning a substitute 1998 Bond the Issuer may
pay the same, and, if snch 1998 Bond be destroyed, stolen or lost, without surrender thereof.

Section 3.07. 1998 Bond Secured by Pledge of Gross Revenues. The
payment of the debt service of the 1998 Bond shall be secured forthwith by a first lien on the
Gross Revennes derived from the System, in addition to the statutory mortgage lien on the
System hereinafter provided for, on a parity with respect to liens, pledge, source of and
security for payment, and in all other respects, with the Prior Bonds. The Gross Revenues
derived from the System in an amount sufficient to pay the principal of and interest on the
1998 Bond, and to make the payments hereinafter provided, are hereby irrevocably pledged
to the payment of installments of the principal of and interest on the 1998 Bond as the same
become due as herein provided, all on a parity with the Prior Bonds.

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the 1998 Bond and the other details thereof shall be of substantially the following tenor,
with such omissions, insertions and variations as may be authorized or permitted hereby or
by any ordinance or resolution adopted after the date of adoption hereof and prior to the
issuance thereof, including, withont limitation, a Supplemental Resolution:
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(FORM OF BOND)

THE CITY OF KENOVA

WATER REVENUE BOND, SERIES 1998

$443,000
No. R-1 : Date: February 4, 1998

FOR VALUE RECEIVED, THE CITY OF KENOVA (the "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 snch other
place as the Government may hereafter designate in writing, the principai sum of FOUR
HUNDRED FORTY THREE THOUSAND DOLLARS ($443,000), plus interest on the
unpaid principal balance at the rate of 4.875% per annom. The said principal and interest
shall be paid in the following installments on the following dates: Monthly instaliments of
interest only, commencing 30 days following delivery of the Bond and continuing on the
corresponding day of each month for the first 24 months afier the date hereof, and

, covering principat 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 schedunle of payments.

If the total amount of the loan is not advanced at the time of lean 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.

Prepaymuiits 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 instaliments last to become due nnder 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 contine 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 guarter basis or an annral installment due date
basis. The effective date of every payment made by Borrower, except payments retained and
remitted by the Government on an anmal instaliment dne 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 instaliment dee 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 snch prepayment and the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof
Or 10 preserve or protect any secarity 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 anthorized 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, betterments and improvements to the waterworks system (the "System") of
Borrower, is payable solely from the gross revenues to be derived from the operation of the
System in the manner provided in the hereinafter defined Ordinance. This Bond does not in
any manner constitute an indebtedness of 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 Borrower, as
Registrar, but only in the manner, subject to the limitations and npon payment of the charges,
if any, provided in the Ordinance 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 issned to the transferee in exchange herefor.
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This Bond, under the provisions of the Act, is and has all the gualities 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 Constitutien
and statutes of the State of West Virginia, including, among others, Chapter 8, Article 19 of

" the West Virginia Code, as amended (herein called the "Act"), and with an Ordinance of

174012.2

Borrower duly adopted and enacted authorizing issnance of this Bond (as supplemented, the
"Ordinance"). '

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

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farmers Home Rural Development Act. This Bond
shall be subject to the present regulations of the Government and to its future regulations not
inconsistent with the express provisions hereof. :
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This Bond is on a parity with respect to liens, pledge and source of and security
for payment, and in all other respects, with the Borrower's Prior Bonds defined and described
in the Ordinance. '

IN WITNESS WHEREOF, The City of Kenova has caused this Bond to be
signed by its Mayor and its corporate seal to be affixed or imprinted hereon and attested by
its City Clerk-Treasurer, all as of the date hereinabove written.

THE CITY OF KENOVA
(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Mayor
(Title of Executive Official)

P.O. Box 268
(P.O. Box No. or Street Address)

Kenova, West Virginia 25530
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

City Clerk-Treasurer
(Title of Attesting Official)

174012.2 17.
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{(Form of)

RECORD OF ADVANCES
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(Form of Assignment)

ASSIGNMENT

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

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 Borrower with full power of substitution in the
premises.

Dated: ,

In presence of:
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ARTICLE IV

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

Section 4.01. Establishment of Funds and Accounts with Depository
Bank. The following special funds or accounts are hereby created and established (or

continued if previously established by the Prior Ordinances) with, 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, except as otherwise provided in the Prior Ordinances:

(1) Water Revenue Fund (established by the Prior Ordinances and
continued hereby); '

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

(3) Reserve Account (established by the Prior Ordinances and
continued hereby); and

(4)  Project Construction Account.

Section 4.02. Bond Proceeds; Project Construction Account. The
proceeds of sale of the 1998 Bond shall be deposited on receipt by the Issuer in the Project
Construction Account. The moneys in the Project Construction Account in excess of the
amount insured by FDIC shall be secured at all times by the Depository Bank by securities
or in a manner lawful for the securing of deposits of State and municipal funds under
West Virginia law. Moneys in the Project Construction Account shall be expended by the
Issuer solely for the purposes provided herein.

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

Until completion of acquisition and construction of the Project, the Issuer will
transfer from the Project Construction Account aud 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 1998 Bond if there are not sufficient Gross Revenues to make such monthly
payment.
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Pending application as provided in this Section 4.02, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Investments.

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

Section 4.03. Covenants of the Issuer as to Revenues and Funds. So long
as the 1998 Bond shall be outstanding and unpaid, or until there shall have been set apart in

the Reserve Account, a sum sufficient to pay the entire principal of the 1998 Bond remaining
unpaid, together with interest accrued thereon, the Issuer further covenants with the holders
of the 1998 Bond as follows:

A. WATER REVENUE FUND. The entire Gross Revenues derived from
the operation of the System, and all parts thereof, and all Tap Fees received, except as
otherwise provided in the Ordinances, shall be deposited as collected by the Issuer in the
Water Revenue Fund. The Water Revenue Fund shall constitute a trust fund for the purposes
provided in the Ordinances 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 in the Ordinances.

B.  DISPOSITION OF REVENUES. All Revenues at any time on deposit
in the Water Revenue Fund shall be disposed of only in the following order and priority:

(1)  The Issuer shall first, each month, (i) pay from the Water
Revenue Fund to the holder of the 1977 Bond, as provided in the
1977 Bond, the sum required under the 1977 Ordinance for payment of
principal and interest with respect to the 1977 Bond, (ii) simultaneonsly’
‘with the transfer set forth in Subsection 4.03B(1){i), transfer from the
Water Revenue Fund and pay to the National Finance Office designated
in the 1992 Bond (or such other place as may be designated in accordance
with the 1992 Bond) the amount required to pay the interest on the
1992 Bond, and to amortize the principal of the 1992 Bond over the life
of the 1992 Bond issue, (iil) simultaneously with the transfers set forth in
Subsections 4.03B(1)(i) and (ii), transfer from the Water Revenuc Fund
and pay to the National Finance Office designated in the 1994 A Bond (or
such other place as may be designated in accordance with the 1994 A
Bond) the amount required to pay the interest on the 1994 A Bond, and
to amortize the principal of the 1994 A Bond over the life of the 1994 A
Bond, (iv) simultaneously with the transfers set forth in Subsections
4,03B(1)1), (ii) and (iii), transfer from the Water Revenue Fund and pay
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to the National Finance Office designated in the 1994 B Bond (or sucb
other place 2s may be designaied in accordance with the 1994 B Bond) the
amount required to pay the interest on the 1994 B Bond, and to amortize
the principal of the 1994 B Bond over the life of the Bond issue, (V)
simultaneously with the transfers set forth in Subsections 4.03B(1)(1), (i1},
(iii) and (iv), transfer from the Water Revenue Fund and pay to the
National Finance Office designated in the 1998 Bond (or such other place
as may be designated in accordance with the 1998 Bond) the amount
required to pay the interest on the 1998 Bond, and to amortize the
principal of the 1998 Bond over the life of the Bond issue, and (vi) shall
then pay the additional sum of $5,265 per month due under the
reschednling agreement between the Issner and the holder of the
1977 Bond dated November 20, 1985 (the "First Rescheduling
Agreement"), until such sum of $5,265 per month is no longer required
to be paid under the First Reschednling Agreement, and shall also pay the
additional sum of $4,873 per month due nnder the reschednling agreement
between the Issuer and the holder of the 1977 Bond dated September 1,
1992 (the "Second Rescheduling Agreement"), until such sum of $4,873
per month is no longer required to be paid under the Second Rescheduling
Agreement,

(2)  The Issuer shall next, each month, from the moneys in the
Water Revenue Fund, pay the Operating Expenses for the previons
month.

(3)  The Issner shall next, on each date that payment is made as
set forth in Subsection 4.03B(1){i) above, transfer from the Water
Revenue Fund and remit to the Depository Bank for deposit into the
Reserve Account, 1/12th of 1/10th of the maximum annual aggregate
amonnt of interest and principal which will fall due on the Bonds until the
amonnt in the Reserve Account equals such maximum annua] aggregate
amount of interest and principal, such sum being herein called the
"Reserve Requnirement." After the Reserve Requirement has been
accumulated in the Reserve Acconnt, the Issuer shall monthly pay into the
Reserve Account such part of the moneys remaining in the Water Revenue
Fund, after snch provision for payment of maturing principal of and
interest on the Bonds, as shall be required to maintain the Reserve
Requirement. Moneys in the Reserve Account, including, without
limitation, any moneys heretofore or hereafter transferred to the Reserve
Account porspant to Section 3.02(A) of the 1977 Ordinance, shall be used
solely to make up any deficiency of revenues for payment of the principal
of and interest on the Bonds as the same shall become due, on a pro rata
basis and a parity with each other, or for mandatory prepayment of
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principal of the Bonds, pro rata, as hereinafter provided, and for no other
purpose.

(4)  The Issuer shall next, each month, transfer from the Water
Revenue Fund the moneys then remaining in the Water Revenue Fund and
deposit the same in the Depreciation Reserve Fuud uutil there has been
accurmiated therein the sum of $310,000, and thereafter such sums as
shall be required to maintain such amount therein. Moneys in the
Depreciation Reserve Fund shall be used by the Issuer first to make up
any deficiencies for the payment of said sum required under the
1977 Ordinance for payment of priucipal and interest with respect to the
1977 Bond and for monthly payments of principal of and interest on the
Bouds, as the same become due and on a parity basis, and next to restore
to the Reserve Account any sum or sums transferred therefrom to pay
such principal or interest, on a pro rata basis. Thereafier, and provided
that payments of installments of the Bonds and into the Reserve Account
are current and in accordance with the foregoing provisions, moneys in
the Depreciation Reserve Fund may be withdrawn by the Issuer and used
for extensions, replacements and improvements of the Systern, or any part
thereof.

(5)  After all the foregoing provisious for use of moneys in the
Water Revenue Fund have been fully complied with, any moneys
remaining therein may be used to prepay the principal of the Bonds, pro
rata, or for any lawful purpose in connection with the System.

Whenever the moneys iu the Reserve Account shall be sufficient to pay or
prepay the 1998 Bond in full, it shall be the mandatory duty of the Issuer, anything to the
contrary in the Ordinances notwithstanding, to pay or prepay, at the earliest practical date
and in accordance with applicable provisions of the Ordinances, the 1998 Bond and accrued
interest thereon to such payment or prepayment date.

All the funds provided for in this Section (excluding the Project Construction
Account) shall constitute trust funds and shall he used only for the purposes and in the order
provided in the Ordinances, aud until so nsed the holders of the 1998 Bond shall have a lien
thereon for further securing payment of the 1998 Bonds and the interest thereon, on a parity
- hasis, but the Depository Bank shall not be a trustee of any of such funds. The moneys in
excess of the sum insured by FDIC in the Water Revenue Fund, the Reserve Account and
the Depreciation Reserve Fund shall at all times be secured, to the full extent thereof in
excess of such insured sum, in a manner lawful for securing deposits of State and nunicipal
funds under the laws of the State of West Virginia.
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If on any payment date the Revenues are insnfficient to place the required
amount in any of the funds or accounts in the Ordinances provided, the deficiency shall be
made up in the subsequent payments in addition to those which would otherwise be required
to be made into the funds or accounts on the subsequent payment dates.

The Issuer shall keep the moneys in the Reserve Acconnt and the Depreciation
Reserve Fund invested and reinvested to the fullest extent practicable in Government
Obligations and having maturities not exceeding 2 years. Subject to the Prior Ordinances.
so long as the Prior Bonds are outstanding, investments in any fund or account nnder this
Bond Legislation shall, nnless otherwise provided herein or required by law, be valued at
the lower of the cost or the then current market value, or at the redemption price thereof if
redeemable at the option of the holder, inclnding value of accrued interest and giving effect
to the amortization of discount, or at par if snch investment is held by the "consolidated
fund" managed by the West Virginia State Board of Investments. Subject to the Prior
Ordinances so long as the Prior Bonds are ontstanding, any investment shall be held in and
at all times deemed a part of the fund or acconnt in which snch moneys were originally held,
and interest accruing thereon and any profit or loss realized from such mvestment shall be
credited or charged to the appropriate fund.

C. USER CONTRACTS. The Issuer shall, prior to delivery of the
1998 Bond, provide evidence that npon completion of the Project the System will serve
3,666 bona fide full time users, in full compliance with the reguirements and conditions of
the Purchaser.

D. CHANGE OF DEPOSITCRY BANK. Subject to the Prior Ordinances
so long as the Prior Bonds are outstanding, the Issner may designate another bank or trust
company insured by FDIC as Depository Bank if the Depository Bank shonid cease for any
reason to serve or if the Governing Body determines by resolution that the Depository Bank
or its snccessor 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.

E. DEPOSITORY BANK NOT A TRUSTEE. The Depository Bank shall
not be a trustee of any such funds, but merely the depository thereof.

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

_ 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 shali only be
used for purposes of the System., '

Section 4.04. Interim Construction Fipancing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Bonds, the Issner may issue and sell its interim construction notes in an aggregate
principal amount not to exceed $500,000 (The “Notes”). The Notes shall be in the form of
a line of credit from a commercial bank or other lender, and the Issuer is hereby authorized
10 enter into a credit agreement or similar agreement with such commercial bank or other
Jender acceptable to the Purchaser. 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 snch prepayment or redemption, all as provided in the credit agreement.

The Notes shall be special obligations of the Issner payable as to principal and
interest solely from proceeds of the Bond or the Grants. The Notes do not and shall not
constitute an indebtedness of the Issner within the meaning of any constitutional or statutory
provisions. The general funds of the Issner 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 shail never have the right to compel the forfeiture of any property
of the Issuer. The Notes shali not be a debt of the Issner, nor a legal or egnitable piedge,
charge, lien or encumbrance upon any property of the Issuer or upon any of its income,
receipts or revenues except as set forth herein.
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ARTICLE V

GENERAL COVENANTS, ETC.

Sectio 1. General Statement. So long as the 1998 Bond shall be
outstanding and unpaid, or until there shall have been set apart in the Reserve Account a sum
sufficient to prepay the entire principal of the 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 Purchaser.

Section 5.02. Rates. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
maximum annual debt service on the Bonds and sufficient to make the payments required
herein into the Reserve Account and the Depreciation Reserve Fund and all the necessary
expenses of operating and maintaining the System during such Fiscal -Year and such rates,
fees and other charges shall not be reduced 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 fong as the 1998 Bond is ontstanding. 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 Revenues of the System shall be issned
after the issuance of the 1998 Bond pursuant hereto except with the prior written consent of
the Purchaset.

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 1998 Bond remains outstanding, insurance with
a reputable insurance carrier or carriers covering the following risks and in the following
amounis:

A.  FIRE, LIGHTNING, VANDALISM, MALICIOUS
MISCHIEF AND EXTENDED COVERAGE INSURANCE, to be
procured upon acceptance of any part of the Project from the contractor,
and immediately upon any portion of the System now in use, on all
above-ground structures of the System in an amount equal to the full
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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 intérests 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/cr death,
and pot 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
1998 Bond.

C.  VEHICULAR PUBLIC LIABILITY INSURANCE,
in the event the Issuer owns or operates any vehicle in the operation of
the System, or in the event that any vehicle not owned by the Issuer is
operated at any time or times for the benefit of the Issner, with limits of
not less than $500,000 for one or more persons injured or kilied 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 snch 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 ISSUER ELIGIBLE THEREFOR AND
PERFORMANCE AND PAYMENT BONDS, such bonds to be in the
amounts of 100% of the construction centract, 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 coverage will be maintained
as provided by law.

E. FIDELITY BONDS will be provided as to every
member of the Governing Body and as to every officer and employee
thereof having custody of the Water Revenue Fund or of any Revenues
or other funds of the Issuer in an amonnt at least equal to the total funds
in the costody of any such person at any one time, and initially in the
amount of $10,000 npon the City Cierk-Treasurer, provided, however,
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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.

E. Provided, however, and in lien of and notwithstanding
the foregoing provisions of this Section, during construction of the
Project and so long as the 1998 Bond is ontstanding, the Issner will carry
msurance 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 1998 Bond, a statutory mortgage lien upon the System is granted and created
by the Act, which statutory mortgage lien is hereby recognized and declared to be valid and
binding and shall take effect immediately upon the delivery of the 1998 Bond, on a parity
with the statutory mortgage lien in favor of the Holders of the Prior Bonds.

Secti 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 instaliment upon any 1998 Bond at the date specified
for payment thereof;,

B. Failure duly and punctually to observe or perform
any of the covenants, conditions and agreements on the part of the
Issuer contained in the 1998 Bond 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 as provided in the Act, 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 conrt to obtain anthorization to increase rates and charges of the System, and
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shall have the power to collect and receive all revenues and apply the same in such manner
as the court may direct and as provided in the Act.

Section 5.09. Fiscal Year; Budget. While the 1998 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 I of each year and ending on the
following June 30, which period shall also constitute the bndget year for the operation and
maintenance of the System. Not iater than 30 days prior to the beginning of each Fiscal
Year, the Issuer agrees to adopt the Annnal 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 Annnal 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 Annnal Budget; provided, however, that no such monthly
budget shall exceed the budget for the corresponding month in the year next preceding by
more than ten per centum; and provided further that adoption of a Budget of Current
Expenses shall not constitute compliance with the covenant to adopt an Annnal 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.  Covenant to Proceed and Complete. The Issuer hereby
covenants to proceed as prompily as possible with the acquisition and construction of the
Project to completion thereof in accordance with the plans and specifications prepared by the
Consulting Engineer and on file with the City Clerk-Treasurer on the date of enactment
hereof, subject to permitted changes. '

Section 5.11. Books and Records; Andits. The Issuer will keep books,
accounts and records of the System, in accordance with the Act, 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, including, without limitation,
the amount of Revenues received from 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 Issver
relating thereto.

The Issuer shall, at least once a year, canse said books, records and accounts
of the System to be properly andited by an independent competent firm of certified public
accountants, which report of such andit shall be open to the public for inspection at all
reasonable times, and the Issuer 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 5.12. Maintenance of System. The Issner covenants that it will
continuonsly operate, in an economical and efficient manner, and repair and maintain the

System as a revenue-producing ntility as herein provided so long as the 1998 Bond is
outstanding.

Section 5.13.  No Competition. To the extent legally allowable, the [ssner
will not permit competition with the System within its boundaries or within the texritory
served by it and will not grant or cause, consent to or allow the granting of any franchise,
permit or other anthorization 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 borndaries 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 rate ordinances
and/or amendments or supplements of the Issuer finally enacted on January 30, 1984,
October 30, 1989, October 15, 1987, April 18, 1991, and May 21, 1992, which ordinances
and/or amendments or supplements 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. 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, board or employee thereof shonld 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, sich 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.

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

E. 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 withont
payment at the same time of a sewer bill owed by such customer for the same premises. The
Issuer shall additionally have such powers as provided under the Act with respect to
collection of rates and charges for the System.

F. No allowance or adjustment in any bill for use of the services and facilities
of the System shall be made for any leakage occurring on the customer's side of the water
meter.

G. The Issuer shall not be liable to any customer for any damage resulting from
bursting or breakage of any pipe, line, main, valve, equipment or part or from
discontinuance of the operation of any part of the System or from failure of any part thereof
for any cause whatever.
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H. In case of emergency, the Issuer shall have the right to restrict the use of any
part of the System in any reasonable manner for the protection of the System and the
inhabitants of the Issuer. '

1. The fees, rates and charges above provided will be increased whenever such
increase is necessary in order to comply fully with all provisions hereof, and the lssuer shall
always be obligated to and shall fix, establish and collect fees, rates and charges for the
services and facilities of the System which shall at all times be sufficient to provide Net
Revenues to meet its obligations herennder and under the Prior Ordinances, but in any event,
not less than 110% of the annnal debt service on all 1998 Bonds outstanding.
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ARTICLE VII
MISCELLANEOUS

ion 7.01. Payment of Bonds. If the Issuer shall pay or there shall otherwise
be paid to the Holder of the 1998 Bond, the principal of and interest due or to become due
thereon, at the times and in the manner stipnlated therein and in this Bond Legislation, then
with respect to the 1994 Bonds, the pledge of Revennes and other moneys and securities
pledged under this Bond Legislation and all covenants, agreements and other obligations of
the Issner to the Registered Owner of the 1994 Bonds, shall therenpon cease, terminate and
become void and be discharged and satisfied.

Section 7.02. Modification or Amendment. Prior to issuance of the 1998 Bond,
this Ordinance may be amended or supplemented in any way by ordinance or resolution,
Following issnance of the 1998 Bond, no modification or amendment of this Ordinance, or
any ordinance or resolution amendatory hereof or supplemental hereto, shall be made
without the prior written consent of the Purchaser.

Section 7.03. Delivery of Bonds. The Mayor is hereby anthorized and directed
to canse 1998 Bond No. R-1, hereby awzrded 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 vaiidity
of all the other provisions hereof or the 1998 Bond.

Section 7.05. Conflicting Provisions Repealed. All ordinances, resolutions and
orders, or parts thereof, in conflict with the provisions hereof are, to the extent of such
conflicts, hereby repealed; provided that this Section shall not be applicable to the Loan
Resolution (Form FmHA 442-47) or the Prior Ordinances, and this Bond Legislation shall
be supplemental to the Prior Ordinances.

Section 7.06. Table of Contents and Headings. The Table of Contents and
headings of the articles, sections and subsections hereof are for convenience only and shall

neither control nor affect in any way the meaning or construction of any of the provisions
hereof.

Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that all
acts, conditions, things and procedures required to exist, to happen, to be performed or to
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be taken precedent to and in the adoption and enactment of this Ordinance 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 Mayor, City Clerk-Treasurer and members
of the Governing Body were at all times when any actions in connection with this Ordinance
occurred and are duly in office and duly qualified for snch office.

Section 7,08, Effective Time. This Bond Legislation shall take effect following
public hearing hereon in accordance with the Act and approval by the Mayor.

Section 7.09. Statutory Notice and Public Hearing. Upon adoption hereof, an
abstract of this Bond Legislation, determined by the Governing Body to contain sufficient
information as to give notice of the contents hereof, shall be published once a week for
2 successive weeks within a period of 14 consecutive days, with at least 6 full days
intervening between each publication, in the Wayne County News, a newspaper of general
circulation in The City of Kenova, no gualified newspaper being published therein, together
with a notice stating that this Ordinance has been adopted, that the Issuer contemplates the
issuance of the 1998 Bond, that any person interested may appear before the Governing
Body npon a date certain, not less than 10 days snbsequent to the date of the first publication
of the said abstract and notice and not prior to the last date of snch publication, and present
protests, and that a certified copy of this Ordinance is cn file with the Governing Body for
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review by interested persons during the office hours of the Governing Body}. At such
hearing, all protests and suggestions shall be heard and the Governing Body shall take such
action as it shall deem proper in the premises.

Passed on First Reading: January 8, 1998.
Passed on Second Reading: January 15, 1998.
Passed on Final Reading

Following Public Hearing: February 3, 1998.

Approved by Mayor and Effective: February 3, 1998.

G,

MayorL J/

City Clerk-Treasurer
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CERTIFICATION
Certified a true copy of an Qrdinance duly enacted by the Council of THE CITY OF
KENOVA on the 3rd day of February, 1998.

Dated: February 4, 1998.

[SEAL]

City Clerk-Treasurer

01/02/98
472140/96001
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THE CITY OF KENOVA

Water Revenue Bond, Series 1998

SUPPLEMENTAL RESQLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
THE INTEREST RATE AND PAYMENT SCHEDULE
OF THE WATER REVENUE BOND, SERIES 1998, OF
THE CITY OF KENOVA; AND MAKING OTHER
PROVISIONS AS TO THE BOND

WHEREAS, the city council (the "Governing Body") of THE CITY OF
KENOVA (the "Issuer"), has duly and officially enacted an ordinance effective
February 3, 1998 (the "Bond Ordinance”), entitled:

ORDINANCE AUTHORIZING THE ACQUISITION
AND CONSTRUCTION OF ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO THE
EXISTING WATERWORKS SYSTEM OF THE CITY
OF KENOVA, AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREGF
THROUGH THE ISSUANCE BY THE CITY OF NOT
MORE THAN $443,000 IN TOTAL AGGREGATE
PRINCIPAL. AMOUNT OF WATER REVENUE
BONDS, SERIES 1998, ON A PARITY WITH THE
OUTSTANDING 1977 BOND, 1992 BOND, 1994 A
BOND AND 1994 B BOND OF THE CITY; DEFINING
AND PRESCRIBING THE TERMS AND PROVISIONS
OF THE BONDS; PROVIDING GENERALLY FOR
THE RIGHTS AND REMEDIES OF AND SECURITY
FOR THE HOLDERS OF THE BONDS; AND
PROVIDING WHEN THIS ORDINANCE SHALL
TAKE EFFECT

WHEREAS, the Bond Ordinance provides for the issuance of the Water
Revenue Bond, Series 1998 of the Issuer (the “Bond"), in a total aggregate principal amount
of not to exceed $443 000, all in accordance with Chapter 8, Article 19 of the West Virginia
Code of 1931, as amended (the "Act™; and in the Bond Ordinance, it is provided that the
interest rate on the Bonds would be 5% per annum or such rate as set forth in a supplemental



resolution and/or the Bond vpou delivery and the interest and principal paymeut amouuts
would be as set forth in a supplemental resolution and/or the Bond npon delivery;

WHEREAS, the Bonds are proposed to be purchased by the United States of
America, acting by the United States Department of Agricolture, Rural Utilities Service (the
"Purchaser") pursuant to the Letter of Conditions of the Purchaser, as amended;

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolntion (the "Supplemental Resolution"} be adopted and that the interest rate
and the interest and principal payment amounts of the Bonds be fixed in the manner stated
herein, and that other matters relating to the Bouds be herein provided for;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
THE CITY OF KENOVA:

Sectipn 1. Purspaut to the Bond Ordinance and the Act, this Supplemental
Resolution is adopted and the following terms of the Bond are hereby authorized and ordered:

A.  The Water Reveune Bond, Series 1998,
No. R-1, of the Issuer, issued in the original principal amount of
$4473 000, shall bear interest at the rate of 4.875% per annum, and
the amortized monthly payment of principal of and interest on this
Bond shall be $2,034.

Section 2.  The provisions relating to the Bonds shall otherwise be, and the
Bonds shall otherwise be in the form, as provided in the Boud Ordinance.

Section 3.  The Mayor and City Clerk-Treasurer are hereby authorized and
directed to execnte and deliver such other documents, instruments, agreements and
certificates required or desirable in connection with the Bonds hereby and by the Bond
Ordinance approved and provided. for, to the end that the Bonds may be delivered on ox about
February 4, 1998, to the Purchaser.

Section 4.  The financing of the Project in part by the Bonds is in the public

interest, serves a public purpose of the Issuer and will promote the health, welfare and safety
of the resideuts of the Issuer.
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Section 5. This Supplemental Resolution shall be effective immediately
following adoption hereof and upon approval by the Mayor.

Adopted this 3rd day of February, 1998.

Approved by Mayor and effective this 3rd day of February, 1998.

THE CITY OF KENOVA

/st

Mayor

il G il Lo

City Clerk-Treasurer
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CERTIFICATION

Certified a true copy of a Supplemeutal Resolution duly adopted by the Council
of THE CITY OF KENOVA ou the 3rd day of February, 1998.

Dated: Feruary 4, 1998.

Ml Gkl

City Clerk-Treasurer

01/28/98
472140/56001
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THE CITY QF KENOVA

Water Revenue Bond, Series 1998
ECOND SUPPLEMENTAL UTI

SECOND SUPPLEMENTAL RESOLUTION
SPECIFYING MONTHLY PAYMENT AMOUNT FOR
THE WATER REVENUE BOND, SERIES 1998, AND
DIRECTING THE MODIFICATION OF ALL
DOCUMENTS RELATED TO THE WATER
REVENUE BOND, SERIES 1998, TC REFLECT THE
APPROPRIATE MONTHLY PAYMENT AMOUNT

WHEREAS, the city council (the "Governing Body") of THE CITY OF
KENQVA (the "Issuer"), has duly and officially enacted an ordinance effective
‘February 3, 1998 (the "Bond Ordinance"), entitled:

ORDINANCE AUTHORIZING THE ACQUISITION
AND CONSTRUCTION OF ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO THE
EXISTING WATERWORKS SYSTEM OF THE CITY
OF KENOVA, AND THE FINANCING OF THE
COST, NOT OTHERWISE PROVIDED, THEREOF
THROUGH THE ISSUANCE BY THE CITY OF NOT
MORE THAN $443,000 IN TOTAL AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 1998, ON A PARITY WITH THE
OUTSTANDING 1977 BOND, 1992 BOND, 1994 A
BOND AND 1994 B BOND OF THE CITY; DEFINING
AND PRESCRIBING THE TERMS AND PROVISIONS
OF THE BONDS; PROVIDING GENERALLY FOR
THE RIGHTS AND REMEDIES OF AND SECURITY
FOR THE I{OLDERS OF THE BONDS; AND
PROVIDING WHEN THIS ORDINANCE SHALL
TAKE EFFECT

WHEREAS, the Bond Ordinance provided for the issuance of the Water
Revenue Bond, Series 1998, of the Issuer (the "Bond"), in a total aggregate principal amount



of not to exceed $443,000, all in accordance with Chapter 8, Article 19 of the West Virginia
Code of 1931, as amended (the "Act"};

WHEREAS, the lssuer previously adopted a Supplemental Resolution on
February 3, 1998, specifying the amount of the monthly payment on the Bond to be $2,034;

WHEREAS, the Bond was issued by the Issuer on February 4, 1998, and was
purchased by the United States of America, acting by the United States Department of
Agriculture, Rural Utilities Service (the "Purchaser”), pursuant to the Letter of Conditions
of the Purchaser, as amended; '

WHEREAS, the Issuer has been advised by the Purchaser that the correct
monthly payment amount for the Bond is $2,140;

WHEREAS, the Governing Body deems it essential and desirable that this
Second Supplemental Resolution (the "Second Supplemental Resolution”) be adopted
specifying the correct monthly payment amount for the Bond and directing the modification
of all documents related to the Bond, including, but not limited to, the Bond Ordinance, to
state the correct monthly payment amount; and

WHEREAS, the Purchaser has consented to the adoption of this Second
Supplemental Resolution to specify the correct monthly payment amount for the Bond and
to direct the modification of all documents related to the Bond to state the correct monthly
payment amournt.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
THE C1TY OF KENOVA: :

Section 1. Pursnant to the Bond Ordinance and the Act, this Second.-
Supplemental Resolution is adopted and the following terms of the Bond are hereby
authorized and ordered:

A. The Water Revemue Bond, Series 1998,

No. R-1, of the Issuer, issued in the original principal amount of

$443 000, shall bear interest at the rate of 4.875% per annum, and

the amortized monthly payment of principal of and interest on this

Bond shall be $2,140.

Section 2. All documents related to the Bond are hereby amended to reflect
a monthly payment amount of $2,140.

Section 3. The Mayor and City Clerk-Treasurer are hereby authorized and
directed to execute and deliver such other documents, instruments, agreements and
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certificates required or desirable to affect the amendment of the documents related to the
Bond to state the correct monthly payment amount.

Section 5. This Second Supplemental Resolution shall be effective
immediately following adeption hereof and upon approval by the Mayor.

Adopted this 21st day of May, 1998.

Approved by Mayor and effective this 21st day of May, 1998.

THE CITY OF KENOVA

ﬁ%ﬁ@/
Mayor / 4 /

Sl (bl

City Clerk-Treasurer
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CERTIFICATION

Certified a true copy of a Second Supplemental Resolution duly adopted by the
Council of THE CITY OF KENOVA on the 21st day of May, 1998.

Dated: May 21, 1998.

City Clerk-Treasurer

04/27/98
472140/96001

250042.1 4



CITY OF KENOVA, WEST VIRGINIA

BOND ORDINANCE

ORDINANCE AUTHORIZING THE CONSTRUCTION OF ADDITIONS,
BETTERMENTS AND IMPROVEMENTS FOR THE PUBLIC WATER SYSTEM OF
THE CITY OF KENOVA, WEST VIRGINIA; AND THE FINANCING OF A PORTION
OF THE COST THEREOQOF THROUGH THE ISSUANCE BY THE CITY OF NOT TO
EXCEED $1,067,200 IN AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BOND, SERIES 2001, FOR THE ACQUISITION, CONSTRUCTION AND EQUIPPING
OF THE PUBLIC WATER SYSTEM THROUGH FINANCING TO BE OBTAINED BY
THE CITY AT A COST ESTIMATED TO BE APPROXIMATELY $1,067,200; WITH
BOND PROCEEDS TO BE USED, ALONG WITH OTHER FUNDS AND MONEYS
OF, OR AVAILABLE TO, THE CITY OF KENOVA WHICH MAY BE LAWFULLY
EXPENDED FOR SUCH PURPOSES, AND TO PAY OTHER COSTS IN
CONNECTION THEREWITH; PROVIDING FOR THE RIGHTS AND REMEDIES OF
AND SECURITY FOR THE OWNERS OF SUCH BOND; PLEDGING NET
REVENUES, ON A PARITY BASIS, AS SECURITY FOR THE BOND; PROVIDING
FOR INTERIM CONSTRUCTION FINANCING; PLACING LIMITATION ON SALE
OF SYSTEM; AND AUTHORIZING THE SALE AND PROVIDING FOR THE TERMS
AND PROVISIONS OF SUCH BOND AND ADOPTING OTHER PROVISIONS
RELATING THERETO.

BE IT ORDAINED AND ENACTED BY THE COUNCIL OF THE CITY OF KENOVA:
ARTICLE I
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS
Section 1.01. Authoritv' for this Ordinance. This Ordinance (together with any
ordinance, order or resolution supplemental hereto or antendatory heréof, the "Ordinance") is

~ adopted pursuant to the provisions of Chapter 8, Article 19 of the West Virginia Code of 1931, as
amended (the "Act"), and other applicabte provisions of law.

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

A. The City of Kenova (the "Issuer") is a municipal corporation and political subdivision of
the State of West Virginia in Wayne County.

B. The Issuer desires to have improvements to an existing water system constructed.
Therefore, it is deemed necessary and desirable for the health and welfare of the mhabitants of the
Issuer and surrounding areas that there be constructed: additions to the existing water collection
system and treatment facility to serve the Issuer. The proposed improvements will consist of the
demolition of the 500,000 gallon Barger Hill storage tank, the construction of a new 750,000 galtlon
tank, the construction of approximately 1,000 linear feet of 16" waterline and 1,200 linear feet of 8"
waterline, the acquisition of a 100 x 200 foot Jot for the new water tank, the connection of lines to



and from the existing water main and related property and equipment (the "Project") which
constitute properties for the collection and/or transportation, purification and disposal of water (the
existing and proposed water facilities of the Issuer, the Project and any further additions thereto or
extensions thereof is herem called the "System") at an estimated cost of $1,067,200 to acquire,
construct and equip the Project, in accordance with the plans and specifications to be prepared by
the Consulting Engineers, which plans and specifications will be filed with the Issuer.

C. The estimated revenues being and to be derived in each year from the Project and the
System will be sufficient to pay the costs of said System, the principal of and interest on the Bonds
and all sinking funds, reserve accounts and other payments provided for herein and all as such terms
are hereinafter defined.

D. It is deemed necessary for the Issuer to issue its Water Revenue Bond in the total
aggregate principal amount of $1,067,200 to finance the cost of the acgnisition, construction and
equipping of the Project.

E. The estimated maximum cost of the acquisition, construction and equipping of the
Project is §1,067,200, all of which will be obtained from the sale of the Bond. The cost of such
acquisition, construction and equipping shall be deemed to include but not limited to the cost of
preparing drawings, plans and specifications detailing the Project and all attendant expenses;
amounts which may be deposited in the Series 2001 Bond Reserve Account; 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, admimstrative expense, commitment fees, discount, initial fees for the services of
registrars, paying agents, deposifories or trustees or other costs in connection with the sale of the
Bond and such other expenses as may be necessary or incidental to the financing herein authorized,
and the performance of the things herein required or permitted in comnection with any thereof:
provided, that reimbursement to the Issner for any amounts expended by it for allowable costs prior
to the issnance of the Bond or the repayment of indebtedness incurred by the Issuer for acquisition,
construction and equipping purposes shall be deemed Costs of the Project, as hereinafter defined.

F. The ?mod of usefulness of the System after completion of the Project is not less than
forty (40) years.

G. It 1s in the best interests of the Issuer that its Series 2001 Bond be sold to the United
States of America, Umited States Department of Agriculture, Rural Utilities Service (the
"Government"). '

H. The Issner has complied with all requirements of West Virginia law relating to
authorization of the acquisition, construction and equipping of the Project and issuance of the
Bonds, and will comply prior to the issnance of any additional indebtedness, including, among other
things, the obtaming of a Certificate of Convenience and Necessity from the Public Service
Commission of West Virginia by final order, if necessary, the time for rehearing and appeal of
which will either have expired prior to the issuance of the Bonds or such final order will not be
subject to appeal. The Issuer has received the approval of the West Virginia Development Office.



I The Issuer 1s a governmental unit which has general taxing powers to finance operations
of or facilities of the nature of the Project and System, and the Issuer, all subordinate entitics, all
entities which issue obligations on behalf of the Issuer, and all entities formed or, to the extent
provided under Section 148 of the Code, herein defined, availed of, to avoid the purposes of Section
148(H(4)(C) of the Code and all other entities benefiting thereby reasonably expect to issue less
than $5,000,000 1n aggregate principal amount of tax-exempt obligations during the calendar year in
which the Bond for the construction phase are to be issued.

J There are currently outstanding certain 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, Series 1977 of the Issuer, dated September 28, 1978
(the "1977 Bond") issued in the original principal amount of $5,645,000 secured under the
terms of the 1977 Ordinance (hereinafter defined);

(i1} Water Revenue Bond, Series 1992, of the Issuer, dated March 5, 1992 (the
"1992 Bond") issued in the original principal amount of $170,000 secured under the terms
of the 1992 Ordinance (hereinafter defined);

(ti1)  Water Revenue Bond, Series 1994 A, of the Issuer, dated May 11, 1994 (the
"1994 A Bond") issued in the original principal amount of $650,000 secured under the terms
of the 1994 Ordinance (hereinafter defined);

(iv)  Water Revenue Bond, Series 1994 B, of the Issuer dated May 11, 1994 (the

"1994 B Bond") issued in the original principal amount of $132,000 secured under the terms
of the 1994 Ordinance; and

(v) Water Revenue Bond, Series 1998, of the Issuer, dated February 3, 1998 (the
"1998 Bond"} issued in the orginal principal amount of $443,000 secured under the terms
of the 1998 Ordinance (hereinafier defined).

With the exception of the revenue bonds described above, there are no other
outstanding bonds or obligations of the Issuer, which wiil rank prior to or on a parity with the Series
2001 Bond as to lien, pledge and/or source of and security for payment.

K. The Issuer is not in defanit under the terms of the 1977 Ordinance, the 1992
Ordinance, the 1994 Ordinance and the 1998 Ordinance or any document in connection therewith,
and has complied with all requirements of all the foregoing with respect to the issuance of panty
bonds or has attained a sufficient and valid waiver thereof.

L. The Issuer has also made arrangements for interim financing as requested by RUS
and deems 1t to be in the best interests of the Issuer to enter into a Credit Agreement and execute a
note or notes in the initial amount of up to $200,000 payable to any mifernim construction or
financing lender which lender is initially United National Bank.



Section 1.03. Ordinance Constitates Contract. In consideration of the acceptance of the
Bond by those who shall be the registered owners of the same from time to time, this Ordinance
shall be deemed to be and shall constitute a contract between the Issner 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 registered owners of any and all of such Bond, all which shall
be of equal rank and without preference, priority or distinction between any one Bond of a series
and any other Bonds of the same series, by reason of priority of issuance or otherwise, except as
expressly provided therein and herein.

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

"Act" means Chapter 8, Article 19 of the West Virginia Code of 1931, as amended and in
effect on the date of enactment hereof.

"Authorized Officer" means the Mayor of the Issuer or any acting Mayor duly appointed by
the Governing Body.

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

"Bond Registrar" means the bank or other entity designated herein or in any Supplemental
Resolution and its successors and assigns.

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

"Bond" or "Series 2001 Bond" means the not more than $1,067,200 in aggregate principal
amounts of City of Kenova, Water Revenue Bond, Series 2001 issued for the purpose of acquiring,
constructing and equipping the Project, and any bonds on a parity therewith authorized to be issued
hereunder.

"Bonds" means the Bond and the 1977 Bond, the 1992 Bond, the 1994 A Bond, the 1994 B
Bond and the 1998 Bond.

"1977 Bond" means the outstanding bond of the Issuer dated September 28, 1978, described
m Section 1.02 J (i) herein.

"1992 Bond" means the outstanding bond of the Issuer dated March 5, 1992, described in
Section 1.02 J (ii) herein.

"1994 A Bond means the outstanding bond of the Issuer dated May 11, 1994, described in
Section 1.02 J {ii1) herein.



"1994 B Bond" means the outstanding bond of the Issuer dated May 11, 1994, described in
Section 1.02 T (iv) herein.

"1998 Bond" means the outstanding bond of the Issuer dated February 3, 1998, described in
Section 1.02 J (v) herein.

"City Clerk - Trcasurer" means the City Clerk - Treasurer or Acting City Clerk - Treasurer
of the Issuer.

"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 Government,

"Code" means the Intemal Revenue Code of 1986, as amended, and including all
Regulations promulgated pursuant thereto, and any successors thereto.

"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.

"Construction Fund" means the Construction Fund established by Section 4,01 hereof.

"Consulting Engineers" means Haworth, Meyer & Boleyn, Inc., South Charleston, West
Virginia, or any engineer or firm of engineers that shall at any time hereafter be retained by the
Issuer as Consulting Engineers for the System.

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

"Debt Service” means the scheduled amount of interest and amortization of principal
payable 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 the bank designated as such in the Ordinance or in the
Supplemental Resolution or letter, and its successors and assigns.

"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" means the City Council of the Issuer or other legally constituted
governing body of the Issuer, as may 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 revennes of the
System, as hereinafter defined, determined in accordance with generally accepted accounting
principles, after dednction 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 7.01 hereof) or any Tap Fees, as
hereinafter defined.

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

"Independent Certified Public Accountants” shall mean 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.

"Issuer" means the City of Kenova, in Wayne County, West Virginia, and, unless the
context clearly indicates otherwise, includes the Governing Body of the Issuer.

"Mayor" means the Mayor of the Issuer.

"Net Proceeds" means the face amount of the Bond, plus accrued interest and premium, if
any, less original issue discount, if any, and less proceeds deposited in the Bond 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 Bond, without regard to
whether or not such investment is made in tax-exempt obligations.

"Net Revenues" means the balance of the Gross Revenues, remaining afier deductlon of
Operating Expenses, as hereinafter defined,

"Operation and Maintenance Fund" means the Operation and Maintenance Fund established
by Section 4.01 hereof.

"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, engmeering, legal, auditing and msurance expenses, other than those
capitalized as part of the Costs, fiscal agents, the Depository Bank, Registrar and Paymg Agent (all
as herein 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 Bond, 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.



"Ordinance," "Bond Ordinance" or "Local Act" means this Bond Ordinance and all
ordinances, orders and resolutions supplemental hereto or amendatory hereof.

"1977 Ordinance" means the ordinance providing for the 1977 Bond, adopted September 12,
1978.

"1992 Ordinance" means the ordinance providing for the 1992 Bond, adopted March 4,
1992. '

"1994 Ordinance" means the ordinance providing for the 1994 A Bond and the 1994 B
Bond, adopted May 9, 1994,

"1998 Ordinance” means the ordinance providing for the 1998 Bond, adopted February 3,
1998.

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

"Parity Bonds" means additional bonds issned under the provisions and within the limitation
prescribed by Section 6.08 hereof.

"Prior Bonds" means the Issuer's outstanding 1977 Bond, 1992 Bond, 1994 A Bond, 1994 B
Bond and 1998 Bond. '

"Prior Ordinances" means the 1977 Ordinance, the 1992 Ordinance, the 1994 Ordinance and
the 1998 Ordinance.

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

"Project” means the acquisition, construction and equipping of certain additions, betterments
and improvements for water facilities of the Issuer, within or surrounding the City of Kenova and all
appurtenant facilities.



"Qualified Tnvestments" means and includes any of the following:
(a) Government Obligations;

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

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

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

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

(f) Money market funds or similar funds whose only assets are mvestments of the
type described 1n paragraphs (a) through (e) above;

{(g) Repurchase agreements, fully secured hy mvestments of the types described mn
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 State
Investment Management Board pursuant to Chapter 12, Article 6, of the West



Virginia Code of 1931, as amended; provided, that investments by such fund on
behalf of the Issuer shall be restricted to Qualified Investments other than that
described n this paragraph (h); and

(1) Obligations of States or poiitical subdivisions or agencies thereof, the interest on
which is exempt from federal income taxation, and which arc 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, the person in whose name such Bond is registered.

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

"Renewal and Replacement Fund” means the Renewal and Replacement Fund established
by Section 4.01 hereof.

"Revenue" or "System Revenue Fnnd" means the Revenue or System Revenue Fund
established by Section 4.01 hereof.

"RUS" or "Government" means the United States of America, United States Department of
Agriculture, Rural Utilities Service, and assignee or successor thereto.

"Series 2001 Bond Reserve Account” means the Series 2001 Bond Reserve Account
established in the Sertes 2001 Bond Sinking Fund pursuant to Section 4.02 hereof.

"Series 2001 Bond Reserve Requirement” means, as of any date of calculation, the
maximum amount of principal and interest which will become due on the 2001 Bond in the then
current or any succeeding year.

"Series 2001 Bond Sinking Fund" means the Series 2001 Bond Sinking Fund established by
Section 4.02 hereof.

"State" means the State of West Virginia.

"Supplemental Resolution" means any resolution, ordinance or order of the Issuer
supplementing or amending this Ordinance.

"Surplus Revenues" means the Net Revenues not required by the Ordinance to be set aside
and held for the payment of or security for the Prior Bonds, the Bond, or any other obligations of the
Issuer, mcluding the Renewal and Replacement Fund, and the Series 2001 Bond Reserve Account,
the proceeds of which Bonds or other obligations are to he used to pay Costs of the Project.

"System" means all facilities and other property of every nature, real and personal, now or
hereafier owned, held or used in connection with the water system; and shall also include any and



all additions, extensions, improvements, properties, or other facilities at any time acquired or
constructed for the water system after completion of the Project. '

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

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

ARTICLE II
AUTHORIZATION OF CONSTRUCTION OF THE PROJECT

Section 2.01. Anthorization of Construction of the Project. There is hereby authorized
the acquisition, construction and equipping of the Project, at an estimated cost of $1,067,200 in
accordance with plans and specifications to be prepared by the Consulting Engineers and filed in the
office of the Governing Body. The proceeds of the Bond hereby authorized shall be applied as
provided in Article IV hereof. The Issuer has received bids and has entered or will enter into
contracts for the acquisition, construction and equipping of the Project, compatible with the
financing plan submitted to RUS.

ARTICLE II1

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OY BOND

Section 3.01. Authorization of Bond. For the purposes of paying for acquisition,
construction and equipping of the Project not otherwise provided for and paying certain costs of
tssuance of the Bond and related costs, or any other purposes as determined by a Supplemental
Resolution, there shall be issued a negotiable bond of the Issuer, in the aggregate principal amount
of $1,067,200 for acquisition, construction and equipping of the Project. Said Bond shall be issued
and designated, "Water Revenue Bond, Series 2001", in the aggregate principal amount of
$1,067,200 and shall have such terms as set forth hereinafter or in a Supplemental Resolution. The
proceeds of the Bond remaining after funding of the Series 2001 Bond Reserve Account (if funded
from Bond Proceeds) shall, subject to Section 5.02 hereof, be deposited in or credited to the
Construction Fund established by Section 4.01 hereof.

Section 3.02. Terms of Bond. The Bond shall be registered and numbered R-1. The Bond
shall bear interest at a rate of five and 125/100 percent (5.125%) per annum. The Bond shall mature
in not more than forty (40) years; and shall be redeemable in whole or in part, all as prescribed
herein. The Bond shall be payable as to principal and interest monthly beginning 1,200 ,
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 dehts under the laws of the United
States of America. Principal and interest on the Bond shall be paid by check or draft of the Paying
Agent mailed to the registered owner thereof at the address as it appears on the books of the Bond
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Registrar, or by such other method as shall be mutually agreeable so long as the Government is the
Registered Owner thereof.

Unless otherwise provided by a Supplemental Resolution, the Bond shall be issued in the
form of a single bond, fully registered to the Government, with a debt service schedule attached,
representing the aggregate principal amount, and shall mature in principal installments, as provided
m said Bond. The Bond shall be exchangeable at the option and expense of the Holders for other
fully registered bonds of the same series Outstanding and being exchanged, with principal
instaliments or maturities, as applicable, corresponding to the dates of payment of principal
mstallments of said Bond; provided, that RUS shall not be obligated to pay any expenses of such
exchange,

Subsequent series of bonds shall be 1ssued in fully registered form and in denominations and
at such interest rates and shall be payable as determined by a new Bond Ordinance.

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

Section 3.04. Negotiability, Registration, Transfer and Exchange of Bond. The Bond
shall be and have all the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, but the Bond may only be transferred by transfer
of the registration thereof upon the books required to be kept pursuant to Section 3.05 hereof, by
the party in whose name it 1s registered, in person or by attorney duly authorized in writing, upon
surrender of the Bond for cancellation, accompanied by delivery of a written instrument of transfer,
duly executed 1n 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 Ordinance.

Whenever the Bond shall be surrendered for registration of transfer, the Issuer shall execuie
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 incuired by the Registrar with respect to such transfer.

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

Section 3.05. Registrar. The Issuer shall be the Bond Registrar and will keep or cause to
be kept by its agent at its office, sufficient books for the registration and transfer of the Bond, and
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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 fransfer of the Bond as hereinbefore provided.

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

Section 3.06. Bond Mutilated, Destroyed, Stolen or Lost. In case the Bond shall become
mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion, issue, and the Bond
Registrar shall, if so advised by the Issuer, authenticate and deliver, a new Bond of the same series
and of like tenor as the Bond 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. Any Bond so
surrendered shall be canceled by the Bond Registrar and held for the account of the Issuer. If such
Bond shall have matured or be about fo mature, instead of issuing a substitute Bond, the Tssuer may
pay the same, upon being indemnified as aforesaid, and if such Bond be lost, stolen or destroyed,
without surrender thereof.

Section 3.07. Bond net to be Indebtedness of the Issuer. The Bond shall not, in any
event, be or constitute an indebtedness of the Issuer within the meaning of any constitutional or
statutory provision or limitation, but shall be payable solely from the Net Revenues, on a parity with
the Prior Bonds, derived from the operation of the System as herein provided and amounts, if any,
in the Series 2001 Bond Reserve Account. No holder or holders of the Bond shall ever have the
right to compel the exercise of the taxing power of the Issuer to pay the Bond or the interest thereon.

Section 3.08. Bond Secured by Pledge of Net Revenues. The payment of the debt service
of the Bond shall be secured by a lien on the Net Revenues derived from the System on parity with
the Prior Bonds. Such Net Revenues in an amount sufficient to pay the principal of and interest on
and other payments for the Bond and the Prior Bonds and to make the payments into the Series
2001 Bond Sinking Fund, the Series 2001 Bond Reserve Account therein and the Renewal and
Replacement Fund, hereinafter established, are hereby irrevocably pledged to the payment of the
principal of and interest on the Bond as the same become due.

Section 3.09. Form of Bond. The text of the Bond shall be in substantially the following
form, with such omissions, msertions and variations as may be necessary and desirable and
authorized or permitted hereby, or by any Supplemental Resolution or Ordinance adopted prior to
the 1ssuance thereof:
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(FORM OF 2001 BOND)

$1,067,200
CITY OF KENOVA
WATER REVENUE BOND
SERIES 2001

No. R-1 ' Date: 2001

FOR VALUE RECEIVED, the CITY OF KENOVA, a municipal corporation and political
subdivision of the State of West Virginia, in Wayne County of said State (herein called "Issuer™),
hereby promises fo 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 hereafler designate in writing, the principal sum of One Million Sixty-
seven Thousand Two Hundred and 00/100 Dollars ($1,067,200.00), plus interest on the unpaid
principal balance at the rate of five and 125/1000 percent (5.125%) per annum. The said principal
and interest shall be paid in the following installments on the following dates: Monthly
installments of interest only, commencing 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 $5,326.00 covering principal and interest, thereafter on said corresponding day of
each month, except that the final installment shall he paid at the end of forty (40) vears from the
date of this Bond, and except that prepayments may he 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 he
advanced to Issuer as requested by Issuer and approved by the Government, and interest shall
accrue on the amount of each advance from its actual date as shown on the Record of Advances
attached hereto and made a part hereof.

Every payment made on any indehtedness evidenced by this Bond shall be applied first to
interest computed to the effective date of the payment and then to the principal. Payments shall be
made at the office of the Municipal Bond Commission, Charleston, West Virginia, and shall be
mailed to the registered owner hereof at the address as it appears on the books of the Issuer in its
Town as Registrar. Provided, however, for so long as the Government remains the owner of this
Bond, the Issuer shall remit payments directly to the Government or any agency or department
thereof. '

Prepayments of scheduled installments, or any portion thereof, may be made at any time at
the option of Issuer. Refunds and extra payments, as defined in the regulations of the Rural
Utilities Service, according to the source of funds mvolved, shall, after payment of interest, he
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.
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If the Government at any time assigns this Bond and msures the payment thereof, Issuer
shall continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized made hy
Issuer may, at the option of the Government, be remitted by the Government to the holder
promptly or, except for final payment, be retained by the Government and remitted to the holder on
either a calendar quarter basis or an annual installment due date basis. The effective date of every
payment made by Issuer, except payments retained and 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 hy 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 evidenced hereby solely for purposes authorized by the Government.

The Issner 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 construction of
improvements to a water system (the "System") of the Issuer, is payable solely from the revenues
to be denived from the operation of the System after there have been first paid from such revenues
the reasonable current costs of operation and maintenance of the System. This Bond does not in
any manner constitute an indebtedness of the Issuer within the meaning of any constitutional or
statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person or by his,
her or its attorney duly authorized m writing, at the office of the Issuer, as Bond Registrar, but only
in the mamner, subject to the limitations and upon payment of the charges, if any, provided in the
herein defined Bond 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 berefor.

This Bond, under the provisions of the Act, is and has all the gualities 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.
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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 19 of Chapter § of the West
Virginia Code (herein called the "Act").

If at any time it shall appear to the Government that Issuer may be able to obtain a loan
from a responsible cooperative or private credit source at reasonable rates and terms for loans for
similar purposes and periods of time, Issuer will, at the Government's request, apply for 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 Consohdated Farmers Home Rural Development Act, as amended. This Bond shall
be subject to the present regulations of the Rural Development Authority and to its future
regulations not inconsistent with the express provisions hereof.

THIS BOND IS ON A PARITY AS TO LIEN AND SOURCE OF PAYMENT WITH
THE WATER REVENUE BOND, SERIES 1977, THE WATER REVENE BOND, SERIES
1992, THE WATER REVENUE BOND, SERIES 1994A, THE WATER REVENUE BOND,
SERIES 1994B, AND THE WATER REVENUE BOND, SERIES 1998, OF THE ISSUER
DESCRIBED IN THE ORDINANCES ADOPTED WITH RESPECT TO SUCH BONDS.

The mitial address of Government for purposes of bond registration is Federal Building,
Room 320, 75 High Street, Morgantown, WV 26505-7500.

This Bond will be in default should any proceeds 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, as set forth in Exhibit M of subpart G of Part 1940 of Title 7 of the Code
of Federal Regulations, as amended.
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IN WITNESS WHEREOF, the CITY OF KENOVA has caused this Bond to be executed
by its Mayor and its corporate seal to be hereunto affixed or imprinted hereon and attested by its
City Clerk-Treasurer, all as of the date heremabove written.

CITY OF KENOVA
(SEAL)
By:
Mayor
P.O. Box 268
Kenova, WV 25530
ATTEST:
By:
City Clerk-Treasuarer

16



ASSIGNMENT

FOR VALUE RECEIVED the undersigned seclls, assigns, and transfers unto
the within Bond and does hereby imrevocably constitute and appoint

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

DATED:
(Assignor)
Witnessed in the presence of:
RECCORD OF ADVANCES
AMOUNT DATE AMOUNT  DATE
(hy $ ' 6) $
@) s (7) $
(3) 3 () $
) 3 9 $
(5) $ (10) $
TOTAL $
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Sectior 3.10. Sale of Bond. The Series 2001 Bond shall be sold to RUS.

Section 3.11. Certificate of Cousulting Engineers. Prior to the issuance of the Bond, the
Issuer must obtain the certificate of the Consulting Engineers to the effect that the Project will be
constructed m accordance with the approved plans and specifications, the Project is or will be
adequate for the purposes for which it was designed, and the funding plan is sufficient to pay the
costs of the acquisttion and construction of the Project.

ARTICLE IV
FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

Section 4.61. Establishment of Funds and Accounts with Depository Bank. The
following special funds or accounts are created or continued 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 or System Revenue Fund,
(2) Operation and Maintenance Fund;

(3) Renewal and Replacement Fund; and

(4) Construction Fund.

Section 4.02. Establishment of Funds and Accounts with Commission. The following
special funds or accounts are hereby created or continued with the Commission:

(1) Series 2001 Bond Smking Fund;

(a) Within the Series 2001 Bond Sinking Fund, the Series 2001 Bond
Reserve Account.

Section 4,03, System Revenues; Flow of Funds.

A. The entire Gross Revenues derived from the operation of the System shall be deposited
upon receipt in the System Revenue Fund established herein. The Revenue Fund shall constitute a
trust fund for the purposes provided in this Ordinance 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. .

(1) The Issuer shall first each month transfer from the Revenue Fund to the

Operation and Maintenance Fund the amount necessary and sufficient to pay current
Operating Expenses.
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(2) The Issuer shall, heginning on the date set forth in Exhubit B to the Bond
-1n order to provide debt service on the Bond, shall deposit in the Sinking Fund one-
twelfth (1/12) of the interest payment next coming due on the Bond, and then in the
Series 2001 Sinking Fund one-twelfth (1/12) of the principal and interest payment
next coming due on the Bond, beginning one (1) month prior to the first date of
payment of principal and interest of the Bond on a parity with the Prior Bonds. The
Issuer shall submit payments monthly to the Commission, on a pro rata basis with
the Prior Bonds, with instructions that the Commission will make monthly payments
to RUS at such address as are given to the Commission in writing by RUS. The
Issuer shall instruct the Commission to notify RUS of any monthly payments which
are not received by the 25th day of the month in which the payment was due.

(3) The Issuer shall next, on the first day of each month, commencing one
(1) month prior to the first date of payment of principal and interest of the Bond, if
not fully funded upon issuance of the Bond, apportion and set apart out of the
Revenue Fund and remit to the Comnussion, on a pro rata basis with the Prior
Bonds, for deposit into the Senes 2001 Bond Reserve Account, an amount equal (o
A167% of the Series 2001 Bond Reserve Requirement on a parity with the Prior
Bonds; provided, that no further payments shall be made into the Series 2001 Bond
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 2001 Bond Reserve
Requirement.

(4) From the moneys remaining in the Revenue Fund, the Issuer shall next,
transfer to the Renewal and Replacement Fund .4167% of the amount of the Series
2001 Bond Reserve Requirement, exclusive of any payments info the Series 2001
Bond Reserve Account. 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 reinvested in accordance with Article VI hereof. Withdrawals and
disbursements may be made from the Renewal and Replacement Fund for
replacements, emergency repairs, improvements or extensions to the System;
provided, that any deficiencies in the Series 2001 Bond Reserve Accounts [except to
the extent such deficiency exists because the required payments into such account
have not, as of the date of determination of a deficiency, funded such account to the
maximum extent required hereof,] shall be promptly eliminated with moneys from
the Renewal and Replacement Fund.

Moneys in the Series 2001 Bond Sinking Fund shall be used only for the purposes of paying

principal of and interest, if any, as the same shall become due. Moneys in the Series 2001 Bond
Reserve Account shall be used only for the purpose of paying principal of and interest, 1f any, on the
Bond, as the same shall come due, when other moneys in the attendant Series 2001 Bond Sinking

Fund are insufficient therefor, and for no other purpose.

Except to the extent transferred to the Rebate Fund at the request of the Issuer, all

investment earnings on moneys in the Series 2001 Bond Sinking Fund and Series 2001 Bond
Reserve Account shall he returned, not less than once each year, by the Commission to the Issuer,
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and such amounts shali, during construction of the Project, be deposited in the Construction Fund,
and following completion of construction of the Project, shall be deposited in the Revenue Fund and
applied in full, first to the next ensuing interest payments, if any, due on the respective series of
bonds, and then to the next ensuing principal payments due thereon.

Except with respect to transfers to the Rebate Fund permitted hereunder, any withdrawals
from the Series 2001 Bond Reserve Account which result in a reduction in the balance of the Series
2001 Bond Reserve Accounts to below the Series 2001 Bond Reserve Requirement shall be
subsequently restored from the first Net Revenues available after all required payments have been
made n full, to the Series 2001 Bond Sinking Fund for payment of debt service on the Bond.

B. As and when additional bonds ranking on a parity with the Bond and the Prior Bonds are
1ssued, provision shall be made for additional payments into the 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 appropriate reserve account in an amount equal to the maximum
provided and required to be paid into the Sinking Fund in any year for account of the bonds of such
series, including such additional bonds which by their terms are payable from such Sinking Fund.

The Issuer shall not be required to make any further payments into the Series 2001 Bond
Sinking Fund or into the Series 2001 Bond Reserve Account therein when the aggregate amount of
funds in said Series 2001 Bond Sinking Fund and Series 2001 Bond Reserve Account are at least
equal to the aggregate principal amount of the Bond issued pursuant to this Ordinance then
Outstanding and all interest to accrue until the maturity thereof.

The Commission is hereby designated as the fiscal agent for the adnunistration of the Series
2001 Bond Sinking Fund created hereunder, and all amounts required for said Series 2001 Bond
Sinking Fund shall be remitted to the Commission from the Revenue Fund by the Issuer at the times
provided herein.

The payments into the Series 2001 Bond Sinking Fund shall be made on the first day of
each month, except that when the first day of any month shall be a Sunday or legal holiday then
such payments shall be made on the next succeeding business day, 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 Ordinance.

Moneys in the Series 2001 Bond Reserve Account shall be invested and reinvested by the
Commussion in accordance with Section 7.01 hereof, '

The Senes 2001 Bond Sinking Fund, including the Senes 2001 Bond Reserve Account
therein, shall be used solely and only for, and are hereby pledged for, the purpose of servicing the
Bond and any additional bonds ranking on a party therewith that may be issued and Qutstanding
under the conditions and restrictions hereinafter set forth.

C. 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 said
Revenue Fund a balance in excess of the estimated amounts required to be so transferred and paid
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into the Series 2001 Bond Sinking Fund, including the Series 2001 Bond Reserve Account therein
and the Renewal and Replacement Fund during the following month or such other period as
required by law, such excess shall be considered Surplus Reverues. Such Surplus Revenues shali
be used to redeem the Bonds or for any lawful purposes of the System.

D. The Issuer shall remit from the Revenue Fund to the Commission, the Registrar, the
Paying Agent or the Depository Bank, on such dates as the Commission, the Registrar, the Paying
Agent or the Depository Bank, as the case may be, shall require, such additional sums as shall be
necessary to pay the Commission's fees, the Registrar's fees, the Paying Agent's fees and the
Depository Bank's charges then due.

E.  United National Bank is hereby designated the Depository Bank. The Commission is
hereby designated as Paying Agent for the Bond.

F. The moneys in excess of the sum insured by the maximum amounts insured by FDIC in
the Revenue Fund and the Renewal and Replacement Fund shall at all ftmes be secured, to the full
extent thereof m 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 hereinabove provided, the deficiency shall be made up in the
subsequent payments in addition to the payments which would otherwise be required to be made
into the funds and accounts on the subsequent payment dates; provided, however, that the priority of
curing deficiencies in the funds and accounts herein shall be in the same order as payments are to be
made pursuant to this Section 4.03, 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.

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

J. All Tap Fees shall be deposited by the Issuer, as received, in the Construction 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.

Section 4.04. Excess Bond Proceeds. The Issuer shall place any excess proceeds from the
Bond not required by the Project in the Series 2001 Bond Reserve Account or as otherwise directed
by RUS.

ARTICLE V

BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS



Section 5.01. Application of Bond Preceeds. From the moneys received from time to time
from the sale of any or all of the Bond, the following amounts shall be first deducted and deposited
in the order set forth below:

A.  From the proceeds of the Bond, there shall be deposited with the Commission in the
Series 2001 Bond Reserve Account the sum, if any, required hereunder for funding the Series 2001
Bond Reserve Account,

B.  The remaining moneys derived from the sale of the Bond shall be deposited by the
Issner as received from time to time in the Construction Fund established hereunder.

C.  The Depository Bank shall act as a trustee and fiduciary for the Bondholder with
respect to the Construction Fund and shall comply with all requirements with respect to the
disposition of the Construction Fund set forth in this Ordinance. Except with respect to any
transfers to the Rebate Fund, moneys in the Construction Fund shall be used solely to pay Costs of
the Proiect and, nntil so transferred or expended, are hereby pledged as additional security for the
Bond.

Section 5.02. Disbursements From the Construction Fund. Payments for Costs of the
Project shall be made monthly.

On or before the Closing Date, the Issuer shall have delivered to RUS a report listing the
specific purposes for which the proceeds of the Bond will be expended and the disbursement
procedures for such proceeds, including an estimated monthly draw schedule. Payments for Costs
of the Project shall be made monthly.

Except as provided in Section 5.01 hereof, disbursements from the Construction Fund shall
be made only after submission to, and approval from, RUS of the following:

(1) a completed and signed "Payment Requisition Form," and
(2) a certificate, signed by an Authorized Officer and the Consulting Engineers, stating:

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

(B) That each item for which the payment is proposed to be made 1s or
was necessary in connection with the Project and constitutes a Cost of the
Projcct;

{C) That each of such costs has been otherwise properly incurred; and

(D) That payment for each of the items proposed is then due and owing.

In case any contract provides for the retention of a portion of the contract price, the
Depository Bank shall disburse from the Construction Fund only the net amount remaining after
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deduction of any such portion. All payments made from the Construction Fund shall be presumed
by the Depository Bank to be made for the purposes set forth in said certificate, and the Depository
Bank shall not be required to monitor the application of disbursements from the Construction Fund.
The Consulting Engineers shall from time to time file with the Depository Bank written statements
advising the Depository Bank of its then authorized representative.

Pending such application, moneys in the Construction Fund, including any accounts therein,
shall be invested and reinvested in Qualified Investments at the written direction of the Issuer.

Until disbursed by the Issuer, moneys in the Construction Fund, including any accounts
tberein, shall be invested and reinvested in Qualified Investments at the written direction of the
Issuer.

ARTICLE VI
ADDITIONAL COVENANTS OF THE ISSUER

Section 6.01. General Covenants of the Issuer. All the covenants, agreements and
provisions of this Ordinance 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
Bond. In addition to the other covenants, agreements and provisions of this Ordinance, the Issuer
hereby covenants and agrees with the Holders of the Bond as hereinafler provided in this Article VI.
All such covenants, agreements and provisions shall be irrevocable, except as provided herein, as
long as said Bond or the interest thereon is Quistanding and unpaid.

Section 6.62. Bood Not to be Indebtedness of the Issuer. The Bond shall be or constitute
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
Ordinance. No Holder or Holders of the Bond shall ever have the right to compel the exercise of
the taxing power of the Issuer to pay said Bond or the interest thereon.

Sectios 6.03. Bond Seeured by Pledge of Net Revenues. The payment of the debt service
of the Bond 1ssued hereunder shall be secured forthwith by a parity lien on the Net Revenues with
the Prior Bonds derived from the operation of the System including the fees collected by the Issuer
and imposed by the tariff approved by the Goverming Body of the Issuer on , 1997.
The Revenues dertved from the System, 1 amounts sufficient to pay the principal of and interest on
the Bond and to make the payments 1nto the Senies 2001 Bond Sinking Fund, including the Series
2001 Bond Reserve Account therein, and all other payments provided for in the Ordinance and the
tariff are hereby irrevocably pledged, in the mamner provided herein, to the payment of the principal
of and interest on the Bonds as the same become due, and for the other purposes provided in the
Ordinance.

Section 6.04. Rates. Prior to issuance of the Bond, cquitable rates or charges for the
proposed and/or actual use of and service rendered by the System have been or will be established,
all in the manner and form required by law, and copies of such rates and charges so established wili
be continuously on file with the City Clerk - Treasurer, which copies will be open to inspection by
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all interested parties. The schedule of rates and charges shall at all times be adequate to produce
Gross Revenues from said System sufficient to pay Operating Expenses and to make the prescribed
payments info 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. The Issuer shall take the necessary actions with respect to the imposition of rates
at such times and with such provisions with respect to interest rate and maturity of the Bond to
finance the issuance of the Bond, as the purchaser thereof shall require. In order to assure full and
continuous performance of this covenant, with a margin for contingencies and temporary
unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees that the
schedule of rates or charges from time to time in effect shall be sufficient (i) to provide for all
reasonable expenses of operation, repair and maintenance of the System and (ii) to leave a balance
each Fiscal Year equal to at least one hundred fifteen percent (115%) of the maximum amount
required in any succeeding Fiscal Year for payment of principal of and interest on the Bond and the
Prior Bonds; provided that, in the event that amounts at Jeast equal to or in excess of the Reserve
Requirements are on deposit in the Series 2001 Bond Reserve Account and the Reserve Accounts
for the Bond and the Prior Bonds are funded at least at the requirement provided for in the
Ordinance, such balances each Fiscal Year need only equal at least one hundred ten percent (110%)
of the maximum amounts required in any succeeding Fiscal Year for payment of principal of and
interest on the Bond and the Prior Bonds.

Section 6.05. Completion, Operation and Maintenance. The Issuer shall simultaneously
with the delivery of the Bond or immediately thereafier enter into written contracts for the
immediate acquisition or construction of the Project. The Issuer will expeditiously complete the
Project and will maintain the System in good condrtion and will operate the same as a revenue-
producing enterprise in an efficient and economical manner, making such expenditures for
equipment and for renewal, repair and replacement as may be proper for the economical operation
and maintenance thereof from the revenues of said System in the manner provided in the Ordinance.

Section 6.06. Sale of the System. Except as otherwise required by state law, 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
Outstanding Bonds and effectively defease this Ordinance in accordance with Section 9.01 hereof.
The proceeds from any such sale, mortgage, lease or other disposition of the System shall, with
respect to the Outstanding Bonds, immediately be remitted to the Commission for deposit in the
Series 2001 Bond Sinking Fund, and, with the written permission of the Government, or in the
event the Government is no longer a Bondholder, the Issuer shall direct the Commission to apply
such proceeds to the payment of principal at maturity of and interest on the Qutstanding Bonds.
Any balance remaining after the payment of all the Outstanding Bonds and interest thereon shall be
remitted to the Issuer by the Commission unless necessary for the payment of other obligations of
the Issuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby reserves the right
to sell, lease or otherwise dispose of any of the property comprising a part of the System hereinafter
determined in the manner provided herein to be no longer necessary, useful or profitable in the
operation thereof. Prior to any such sale, lease or other disposition of such property, if the amount
to be received therefor, together with all other amounts received during the same Fiscal Year for
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such sales, leases or other dispositions of such properties, is not in excess of $10,000, the Issuer
shall, by resolution, 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 he in excess of $10,000 hut not in excess of $50,000, the Issuer shall first,
determine upon consultation with the Consulting Engineers that such property comprising a part of
the System is no longer necessary, useful or profitable in the operation thereof-and may then, if it be
so advised, by resolution duly adopted, authorize such sale, lease or other disposition of such
property upon public bidding. The proceeds derived from any such sale, lease or other disposition
of such property, aggregating during such Fiscal Year in excess of $10,000 and not in excess of
$50,000, shall with the written consent of the Holder of the Bond, be remitted by the Issuer to the
Commission for deposit in the Series 2001 Bond Sinking Funds and shall be applied only to the
purchase of a Bond of the last maturities then Oufstanding at prices not greater than the redemption
price of such Bond. Such payment of such proceeds into the Series 2001 Bond Sinking Funds or
the Renewal and Replacement Fund shall not reduce the amounts required to be paid into said funds
by other provisions of this Ordinance. 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 he in excess of $50,000 and insufficient to pay all Bonds then outstanding without
the prior approval and consent in wnting of the Holders, or their duly authorized representatives, of
sixty-six and two-thirds percent (66 2/3%) in amount of the Bond then Outstanding. The Issuer
shall prepare the form of such approval and consent for execution by the then Holder of the Bond
for the disposition of the proceeds of the sale, lease or other disposition of such properties of the
System.

Section 6.07. Issuance of Other Obligaticns Pavable Out of Revenues and General
Covenant Against Encambrances. Except as provided in this Section 6.07 and in Section 6.08B,
the Issuer shall not issue any obligations whatsoever with a lien on or otherwise payable from any
source of payment pledged originally whatsoever payable from the revenues of the System which
rank prior to, or equally, as to lien on and source of and security {or payment from such revenues
with the Bond. All obligations issued by the Issuer after the issuance of the Bond and payable from
the revenues of the System, except such additional parity honds, shall contain an express statement
that such obligations are jumor and subordinate, as to lien on and source of and secunity for payment
from such revenues and n all other respects, to the Bond; provided, that no such subordinate
obligations shall be issued unless all payments required to be made into the Series 2001 Bond
Reserve Accounts and the Renewal and Replacement Fund at the time of the issuance of such
subordinate obligations have heen made and are current.

Except as provided above, the Issuer shall not create, or cause or permit to he created, any
debt, lien, pledge, assignment, encumbrance or any other charge having priority over or being on a
parity with the lien of the Bond, and the interest thereon, upon any of the income and revenues of
the System pledged for payment of the Bond and the interest thereon in this Ordinance, or upon the
System or any part thereof. The Issuer will give RUS prior written notice of the issuance of other
obligations to he used for the Project, payable from System revenues or grants for the Project.
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Section 6.08. Parity Bonds. A. No Parity Bonds, payable out of the revenues of the
System, shall be issued after the tssuance of the Bond issued pursuant to this Ordinance, except
under the conditions and in the manner herein provided.

All Parity Bonds issued hereunder shall be on parity in all respects with the Bond and Prior
Bonds and shall be issued with the written consent of the Government.

No such Parity Bonds shall be issued except for the purpose of financing the costs of the
construction or acquisition of the System or extensions, improvements or betterments to the System
or refunding one or more series of bonds 1ssued pursuant hereto, or both such purposes.

No Parity Bonds shall be 1ssued at any fime, however, unless there has been procured and
filed with the City Clerk - Treasurer a written statement by the Independent Certified Public
Accoumntants, based upon the necessary imvestigation and certification by the Consulting Engineers,
reciting the conclusion that the Net Revenues actually derived, subject to the adjustments hereinafter
provided for, from the System during any twelve (12) consecutive months, within the eighteen (18)
months immediately preceding the date of the actual issuance of such Parity Bonds, plus the
estimated average increased annual Net Revenues to be received in each of the three (3) succeeding
years after the completion of the improvements to be financed hy such Parity Bonds, shall not be
less than one hundred fifteen percent (115%) of the largest aggregate amount that will mature and
become due in any succeeding Fiscal Year for principal of and interest on the following:

(1)  The Series 2001 Bond and Prior Bonds then Outstanding;

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

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

The "estimated average increased annual Net Revenues to be received in each of the three (3)
succeeding years," as that term 1s used in the computation provided in the above paragraph, shall
refer only to the mcreased Net Revenues estimated to be derived from (a) the improvements to be
financed by such Parity Bonds and (b) any increase in rates adopted by the Issuer, the period for
appeal of which has expired prior to the date of delivery of such Parity Bonds, and shall not exceed
the amount to be stated in a certificate of the Consulting Engineers, which shall be filed in the office
of the City Clerk - Treasurer prior to the issuance of such Parity Bonds.

The Net Revenues actually derived from the System during the twelve (12) consecutive-
month period hereinabove referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Consulting
Engineers and the said Independent Certified Public Accountants, as stated in a certificate jointly
made and signed by the Consulting Engineers and said Independent Certified Public Accountants,
on account of increased rates, rentals, fees and charges for the System adopted by the Issuer, the
period for appeal of which has expired prior to 1ssuance of such Parity Bonds.
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Not later than simultaneously with the delivery of such Parity Bonds, the Issner shall have
entered mto wriften contracts for the immediate construclion or acquisition of snch additions,
betterments or improvements, if any, to the System that are to be financed by such Parity Bonds.

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

All Parity Bonds shall mature on the day of the years of maturities, and the semiannual
interest thercon shall be payable on the days of each year, specified in a Bond Ordinance or
Supplemental Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other ohligations
subsequently issued, the lien of which on the revenues of the System is subject to the prior and
supertor liens of the Bond on such revenues. The Issuer shall not issue any obligations whatsoever
payable from the 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 Bond. '

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

B.  Notwithstanding the foregoing, the Issuer may issue Parity Bonds without compliance
with any other conditions for the purpose of refunding prior to maturity any issues or series of
bonds, provided that the annual debt service required on account of the refunding bonds and the
- bonds which are not refunded shall not be greater in any year in which the bonds not refunded and
the refunding bonds are to be Outstanding than the annual debt service required in such year if the
bonds to be refunded were not so refunded.

Section 6.09. Books and Records. The Issuer will keep books and records of the System,
which shall be separate and apart from all other books, records and acconnts of the Issuer, in which
complete and correct entries shall be made of all transactions relating to the System, the costs of
acquiring the Project site, construction, and installing the Project, and any Holder of a Bond issued
pursuant to this Ordinance shall have the right at all reasonable times to inspect the System and all
parts thereof and all records, accounts and data of the Issuer relating thereto.
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The Issuer shall keep complete and accurate records of the costs of designing the System,
acquiring the Project site and acquiring, constructing and nstalling the Project. The Issuer shall
permit RUS, or its agents and representatives, to inspect all books, documents, papers and records
relating to the Project and the System at all reasconable times for the purpose of audit and
examination. The Issuer shall submit to RUS such documents and information as it may reasonably
require in connection with the design, 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 RUS, or its agents and representatives, to inspect all records
pertaining to the construction and operation of the System at all rcasonable 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 owner of a Bond issued pursuant to the
Ordinance 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 accepied accounting
principles and safeguards to the extent allowed and as prescribed by the Public Service Commission
of West Virginia. The Issuer shall maintain separate control accounting records. Subsidiary records
as may be required shall be kept in the manner and on the forms, books and other bookkeeping
records as prescribed by the Governing Body. The Governing Body shall prescribe and institute the
manner by which subsidiary records of the accounting system which may be installed remote from
the direct supervision of the Governing Body shall be reported to such agent of the Issuer, as the
Governing Body shall direct.

The Issuer shall file with the Consulting Engineers, or any other original purchaser of the
Bonds, and shall mail in each year to any Holder or Holders of the Bond requesting the same, an
annual report containing the following:

(A) A statement of Gross Revenues, Operating Expenses, Net Revenues
and Surplus Revenues derived from and relating to the System.

(B) A balance sheet staterent showing all deposits in all the funds and
accounts provided for 1 this Ordinance with respect to said Bond and the

status of all said funds and accounts.

(C) The amount of any Outstanding Bonds or other obligations
outstanding and secured by a lien on the Net Revenues of the System.

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
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applicable OMB Circular, or any successor thereto, and the Single Audit Act, or any successor
thereto, and shall mail upon request, and make available generally, the repert of said Independent
Certified Public Accountants, or a summary thereof, to any Holder or Holders of the Bond and shall
submit said report to RUS or any other original purchaser of the Bond. ' Such audit report submitted
to RUS shall mclude a statement that the Issuer is in compliance with the terms and provisions of
and this Ordinance and the Act and that Gross Revenues are adequate to meet
operation/maintenance expenses and debt service requirements.

The Issuer shall permit RUS, or its agents and representatives, to enter and inspect the Project
site and Project facilities at all reasonable times. Prior to, during and afier completion of
construction of the Project, the Issuer shall also provide RUS, or its agents and representatives, with
access to the plans, drawings, specifications, System site and System facilities as may be reasonably
necessary to accomplish all of the powers and rights of RUS with respect to the System pursuant to
the Act.

Section 6.10. Compliance With Ordinance, Rules and Regulations. The Issuer hereby
covenants and agrees to perform and satisfy all terms and conditions of this Ordinance and to
comply with all applicable laws, rules and regulations issued by the Government, or other state,
federal or local bodies in regard to the construction of the Project and operation, maintenance and
use of the System.

Section 6.11. Operating Budget and Audit. The Issuer shall annually, at least forty-five
(45) days preceding the beginning of each Fiscal Year, preparc and adopt by resolution a detailed,
balanced budget of the estimated reserves and expenditures for operation and maintenance of the
System during the succeeding Fiscal Year. 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 the Consulting Engineers, which finding
and recommendation shall state in detail the purpose of and necessity for such increased
expenditures for the operation and maintenance of the System, and no such increased expenditures
shall be made until the Issuer shall have approved such finding and recommendation by a resolution
duly adopted. No increased expenditures in excess of ten percent (10%) of the amount of such
budget shall be made except upon the further certificate of the Consulting Engineers that such
increased expenditures are necessary for the continued operation of the System. The Issuer shall,
within thirty (30) days of the adoption thereof, mail copies of such annual budget and all resoluticns
authorizing increased expenditures for operation and maintenance to any Holder of any Bond, who
shall file his or her address with the 1ssuer 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 resoluticns
authorizing increased expenditures for operation and maintenance of the System at all reasonahle
times to any Holder of the Bond, or anyone acting for and on behalf of such Holder of the Bond.

In addition, the Issuer shall annually cause the records of the System to be audited by an
Independent Certified Public Accountant, the report of which audit shall be submitted to and which
audit report shall include a statement that the Issuer is in compliance with the terms and provisions
of this Ordinance.
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Section 6.12. Engineering Services and Operating Personnel. The Issucr shall provide
and maintain competent and adequate resident engineering services satisfactory to RUS covering
the supervision and inspection of the 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
resident engineer shall certify to the Issuer at the completion of construction that construction of the
Project 1s m accordance with the approved plans, specifications and designs, or amendments thereto,
approved by all necessary governmental bodies.

The Issuer shall require the Consulting Engineers to submit the As-Built Plans to it within
sixty (60) days of the completion of the Project.

Section 6.13. 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 6.14. 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 Commussion of West Virginia and other laws of the State of West
Virgima.

Whenever any fees, rates, rentals or other charges for the services and facilities of the System
shall remain unpaid for a penod of thirty (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 become a lien on the premises served by the
System. The Issuer further covenants and agrees that, it will, to the full extent permitted by law and
the rules and regulations promulgated by the Public Service Commission of West Virginia,
discontinue and shut off the services of the System and any services and facilities of the water
system, if so owned by the Issuer, to alf users of the services of the System delinquent in payment of
charges for the services of the System and will not restore such services of either system 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 6.15. 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 the Issuer shall avail itself or themselves of the facilities or services provided by the
System, or any part thereof, the same rates, fees or charges applicable to other customers receiving
like services under similar circumstances shall be charged the Tssuer and any such department,
agency, instrumentality, officer or employee. The revenues so received shall be deemed to be
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revenues derived from the operation of the System, and shall be deposited and accounted for in the
same manner as other revenues dertved from such operation of the System.

Section 6.16. Insurance and Construction Bonds. A. The Issuer hereby covenants and
agrees that so long as the Bond remains Outstanding, the Issuer and its contractors and
subcontractors 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 nsurance 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 said Renewal and Replacement Fund. The Issuer will itself, or will
require each contractor and subcontractor to, obtain and maintain builder's
risk insurance (fire and extended coverage) to protect the interests of the
Issuer, the prime contractor and all subcontracters as their respective
interests may appear, during construction of the Project on a one hundred
percent (100%) basis (completed value form) on the insurable portion of
the Project, such msurance to be made payable to the order of the Issuer,
the contractors and subcontractors, as their interests may appear.

(2) PUBLIC LIABILITY INSURANCE, with limits of not less than
$1,000,000 per occurrence to protect the Issuer from claims for bodily
injury and/or death and not less than $500,000 per occurrence from claims
for damage to property of others which may arise from the operation of
the System, and insurance with the same limits to protect the Issuer from
claims arising out of operation or ownership of motor vehicles of or for
the System.

(3) WORKERS' COMPENSATION COVERAGE FOR ALL
EMPLOYEES OF OR FOR THE SYSTEM ELIGIBLE THEREFOR;
AND PERFORMANCE AND PAYMENT BONDS, such bonds to be in
the amounts of one hundred percent (100%) of the construction contract
and to be required of each contractor contracting directly with the Issuer,
and such payment bonds will be filed with the Clerk of The County
Commission of the County in which such work is to be performed prior to
commencement of construction of the Project in compiiance with West
Virginia Code, Chapter 38, Article 2, Section 39.
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(4) FLOOD INSURANCE, to the extent available at reasonable cost to
the Issuer.

(5) 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 one hundred percent
(100%) of the contract price of the portion of the Project covered by the particular contract as
security for the faithful performance of such contract.

C. The Issuer shall also require all contractors engaged in the construction of the Project to
carry such Workers' 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. Such insurance shall be made payable to the order of the Government, the Issuer, the
prime contractor and all subcontractors, as their interests may appear.

Section 6.17. Permits and Orders. The Issuer shall obtain all requisite orders of and
approvals from the Public Service Commission of West Virginia, the West Virginia Infrastructure
and Jobs Development Council and other federal or State agencies necessary for the construction of
the Project and operation of the System, and the Govemment shall receive an opinion of counsel to
the Issuer to such effect.

Section 6.18. Tax Covenants. The Issuer hereby further covenants and agrees as follows:

A, PUBLIC PURPOSE BOND. The Issuer shall use the Bond Proceeds solely for the
Project and as otherwise set forth herein, and the Project will be solely operated as a public purpose
and as a local governmental activity of the Issuer,

B. PRIVATE ACTIVITY BOND COVENANT. The Issuer shall not permit at any time or
times any of the proceeds of the Bond or any other funds of the Issuer to be used directly or
indirectly in a manner which would result in the exclusion of the Bond from the treatment afforded
by Section 103(a) of the Code by reason of the classification of the Bond as "private activity bonds"
within the meaning of the Code. The Issuer will take all actions necessary to comply with the Code
in order to assure the tax-excmpt status of the Bond.

C. PRIVATE LOAN LIMITATION. The Issuer shall assure that not in excess of five
percent (5%) of the Net Proceeds of the Bond 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.

D. FEDERAIL 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 Bond to be
"federally guaranteed” within the meaning of Section 149(b) of the Code and Regulations
promulgated thereunder.
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E. INFORMATION RETURN. The Issuer will file all statements, instruments and returns
necessary to assure the tax-exempt status of the Bond and the interest thereon, including without
Himitation, the information retum required under Section 149(e) of the Code.

F. FURTHER ACTIONS. The Issuer will take any and all actions that may be required of it
(including those deemed necessary by the Government) so that the interest on the Bond will be and
remain excludable from gross income for federal income tax purposes, and will not take any

actions, or fail to take any actions (including those determined by the Government) which would
adversely affect such exclusion.

Section 6.19. Rebate Covenant. The Issuer is a governmental unit with general taxing
powers io finance operations of or facilities of the nature of the Project and the System. As
covenanted above, the Bond is not a private activity bond within the meaning of the Code, and
ninety-five percent (95%) or more of the net proceeds (as defined with respect to the Code) of the
Bond will be used for local governmental activities of the Issuer. The Issuer reasonably expects it
and all its subordinate entities to issue less than $5,000,000 in aggregate face amount of tax-exempt
bonds (other than private aclivity bonds) during the calendar year, being 2001, in which the Bond is
to be issued. Therefore, the Issuer believes that it is not subject to the rebate requirements of
Section 148(f) of the Code. Notwithstanding the foregoing, if the Issuer is in fact subject to such
rebate requirements, the Issuer hereby covenants to rebate to the United States the amounts required
by the Code and to take all steps necessary to make such rebates as further described in Section
7.03. In the event the Issuer fails to make such rebates as required, the Issuer shall pay any and all
penalties and obtain a waiver from the Internal Revenue Service in order to maintain the tax-exempt
status of interest on the Bond.

Section 6.20. Securities Law Compliance. The Issuer will provide the Government, 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)
s0 that the Government may comply with the provisions of SEC Rule 15¢2-12 (17 CFR. Part 240).

Section 6.21. Compensation of Members of Governing Body. The lssuer hereby
covenants and agrees that no compensation for policy direction shall be paid to the members of the
Governing Body m excess of the amount permitted by the Act. Payment of any compensation to
any such member for policy direction shall not he 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 6.22. Statntory Mortgage. For the further protection of the holders of the Bond, a
statutory mortgage Hen upon the System is granted and created by the Act, which statutory
mortgage lien is hereby recognized and declared to be valid and binding and shall take effect
immediately upon delivery of the Bonds.

Section 6.23. Restrictions on Use of Bond Proceeds. The Issuer agrees that it will be in
default hereunder if any Bond proceeds are used for a purpose that contributes to excessive erosion
of highly erodible land or to the conversion of wetlands to produce an agricultural commodity.
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ARTICLE VII
INVESTMENT OF FUNDS; NON ARBITRAGE

Section 7.01. Investments. Any moneys held as a part of the funds and accounts created by
this Ordinance, 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 Ordinance, the need for such moneys for the
purposes set forth herein and the specific restrictions and provisions set forth in this Section 7.01
and in Section 7.02 and 7.03.

Any investment shall be held in and at all times deemed a part of the fund or account in
which such moneys were originally held, and the interest accruing thereon and any profit or loss
realized from such investment shail 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, the Depository Bank, or such
other bank or national banking association, as the case may be, shall sell and reduce to cash a
sufficient amount of such investments whenever the cash balance in any fund or account is
insufficient to make the payments required from such fund or account, regardless of the loss on such
liquidation. The Depository Bank, or such other hank or national banking association, as the case
may be, may make any and all investments permitted by this section through its own bond
department and shall not be responsible for any losses from such investments, other than for its own
negligence or willful misconduct.

The Depository Bank shall keep complete and accurate records of all funds, accounts and
investments, and shall distribute to the Issuer, at least once each year, 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 the Bond is
Outstanding.

Section 7.02. Arbitrage. The Issuer covenants that (1} it will restrict the use of the proceeds
of the Bond in such manner and to such extent as may be necessary, in view of the Issuer's
reasonable expectations at the time of issuance of the Bond, so that the Bond will not constitute
"arbitrage bonds" under Section 148 of the Code and Regulations, and (11) 1t will take all actions that
may be required of it (including, without implied limitation, the timely filing of a Federal
Information Return with respect to the Bond) so that the interest on the Bond will be and remain
excluded from gross income for Federal income tax purposes, and will not take any actions which
would adversely affect such exclusion.

Section 7.03. Tax Certificate and Rebate. The Issuer shall deliver a certificate of arbitrage,
a tax certificate or other similar certificate to be prepared by nationally recognized bond counsel or
tax counsel relating to payment of arbitrage rebate and other tax matters as a condition to issuance




of the Bond. In addition, the Issuer covenants to comply with all Regulations from time te time in
effect and applicable to the Bond as may be necessary m order to fully comply with Section 148(f)
of the Code, and covenants to take such actions, and refrain from taking such actions, as may be
necessary to fully comply with such Section 148(f) of the Code and such Regulations, regardless of
whether such actions may be contrary to any of the provisions of this Ordinance.

If it is determmed that the Issuer does not qualify for an exception to Section 148 of the Code
or the Issuer is otherwise subject to rebate in connection with the Bond, the Issuer shall calculate,
annually, the rebatable arbitrage, determined in accordance with Section 148(f) of the Code. Upon
completion of each such annual calculation, unless otherwise agreed by the Government, the Issuer
shall deposit, or cause to be deposited, in the Rehate Fund such sums as are necessary to cause the
aggregate amount on deposit in the Rebate Fund to equal the sum determined to be subject to rebate
to the United States, which, notwithstanding anything herein to the contrary, shall be paid from
investment earnings on the underlying fund or account established hereunder and on which such
rebatable arbitrage was eamed or from other lawfully available sources. Notwithstanding anything
herein to the contrary, the Rebate Fund shall be held free and clear of any lien or pledge hereunder,
and used only for payment of rebatable arbitrage to the United States. The Issuer shall pay, or cause
to be paid, to the United States, from the Rebate Fund, the rebatable arbitrage in accordance with
Section 148(f) of the Code and such Regulations. In the event that there are any amounts remaining
in the Rebate Fund following all such payments required by the preceding sentence, the Depository
Bank shall pay said amounts fo the Issuer to be used for any lawful purpose of the System. The
Issuer shall remit payments to the United States in the time and at the address prescribed by the
Regulations as the same may be from time to time 1n effect with such reports and statements as may
be prescribed by such Regulations. In the event that, for any reason, amounts in the Rebate Fund
are insufficient to make the payments to the United States, which are required, the Issuer shall
assure that such payments are made by the Issuer to the United States, on a timely basis, from any
funds lawfully available therefor. In addition, the Issuer shall cooperate with the Government in
preparing rebate calculations and in all other respects in connection with rebates and hereby
consents to the performance of all matters in conneetion with such rebates at the expense of the
Issuer. The Issuer and the Depository Bank (at the expense of the Issuer) may provide for the
employment of independent attorneys, accountants or consultants compensated on such reasonable
basis as the Issuer or the Depository Bank may deem appropriate in order to assure compliance with
this Section 7.03. The Issuer shall keep and retain, or cause to be kept and retained, records of the
determinations made pursuant to this Section 7.03 in accordance with the requirements of Section
148(f) of the Code or such Regulations. In the event the Issuer fails to make such rebates as
required, the Issuer shall pay any and all penalties and other amounts, from lawfully available
sources, and obtain a waiver from the Internal Revenue Service, if necessary, in order to maintain
the exclusion of interest on the Bond from gross income for federal income tax purposes.

The Issuer shall submit within fifteen (15) days following the end of each Bond Year a
certified copy of its rebate calculation and certificate with respect thereto or, if the Issuer qualifies
for the small governmenta! issue exception to rebate, or any other exception thereto, then the Issuer
shall submit a certificate stating that it is exempt from such rebate provisions and that no event has
occurred to its knowledge during the Bond Year which would make the Bond subject to rebate. The
Issuer shall furnish such information with respect to carnings on all moneys constituting "Gross
Proceeds™ of the Bond (as such term 1s defined in the Code) from time to time as requested. The
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Issuer shall also furnish such additional information relating to rebate as may be reasonably
requested, including information with respect to earnings on all funds constituting "gross proceeds"
of the Bond (as defined in the Code).

The Issuer shall furnish, annually, at such time as it is required to perform its rebate
calculations under the Code, a certificate with respect to its rebate calculations and, at any time, any
additional information relating thereto as may be requested and shall furnish such information with
respect to earnings on ail funds constituting "gross proceeds" of the Bond (as that term is defined in
the Code) from time to time as requested.

Section 7.04. Restriction of Yield and Bond Proceeds. The Issuer shall comply with the
yield restriction on Bond Proceeds as set forth in Section 148 of the Code.

ARTICLE VIII
DEFAULT AND REMEDIES

Section 8.01. Events of Default. Each of the following events shall constitute an "Event of
Default" with respect to the Bond or the Prior Bonds:

(1) If defanlt occurs in the due and punctual payment of the principal of the
Bond or the Prior 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 Bond set forth in this Ordinance,
any Supplemental Resolution or the Bond or in the Prior Bonds or the ordinance and
resolution which authorized the Prior Bonds, and such default shall have continued for
a period of thirty (30) days after the Issuer shall have been given written notice of such
default by the Commission, the Depository Bank, Registrar or any other Paying Agent
or a Holder of the Bond or the Prior Bonds; or

(3) If the Issuer files a petition secking reorganization or arrangement under the
federal bankruptcy laws or any other applicable law of the United States of America.

Section 8.02. Remedies. Upon the happening and continuance of any Event of Default, any
Registered Owner of Outstanding Bonds may exercise any available remedy and bring any
appropriate action, suit or proceeding to enforce his or her rights and, in particular, (1) bring suit for
any unpaid principal then due, (i1) 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 Ordinance relating thereto, including but not limited to the making and collection of
sufficient rates or charges for services rendered by the System, (111) bring suit upon the Outstanding
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 Qutstanding Bonds, and (v) by action or bill in
equity enjoin any acts in violation of the Ordinance with respect to the Outstanding Bonds, or the
rights of such Registered Owners. Any such remedies shall be exercised in a manner benefiting the
holders of the Series 2001 Bond and the Prior Bonds on a parity basis.
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Section 8.03. Appointment of Receiver. Any Registered Owner of 2 Bond may, by proper
legal action, compel the performance of the duties of the Issuer under the Ordinance and the Act,
including, afier 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 Bond any Registered
Owner of the 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 Bond and 1nterest 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 Ordinance and the Act.

The receiver so appointed shall forthwith, directly or by his or her or its agents and attorneys,
enter into and upon and take possession of all facilities of said System and shall hold, operate and
maintain, manage and control such facilities, and each and every part thereof, and in the name of the
Issuer exercise 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 Bond and under any covenants of this Ordinance 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 Ordinance 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 suhsequent default, any Registered Owner of the Bond shall have the same right to secure
the further appointment of a receiver upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon him or her or it,
shall be under the direction and supervision of the court making such appointment, shall at all times
be subject to the orders and decrees of such court and may be removed thereby, and a successor
recetver 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 Bond.
Such receiver shall have no power to sell, assign, mortgage or otherwise dispose of any assets of
any kind or character belonging or pertaining to the System, but the authority of such receiver shall
be limited to the possession, operation and maintenance of the System for the sole purpose of the
protection of both the Issuer and Registered Owner of such Bond and the curing and making good
of any Event of Default with respect thereto under the provisions of this Ordinance, 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 IX
DEFEASANCE

Section 9.01. Defeasance of Bond. If the Issuer shall pay or cause to be paid, or there shall
otherwise ke paid, to the Holder of the Bond, the principal of and interest due or to become due
thereon, at the times and in the manner stipulated therein and in this Ordinance, then with respect to
the Bond only the pledge of Net Revenues and other moneys and securities pledged under this
Ordinance and all covenants, agreements and other obligations of the Issuer to the Registered
Owner of the Bond shall therenpon cease, terminate and become void and be discharged and
satisfied.

Outstanding Bonds for the payment of which either moneys in an amount which shall be
sufficient, or securities the principal of and the interest on which, when due, will provide moneys
which, together with the moneys, if any, deposited with the Paying Agent at the same or earlier
time, shall be sufficient, to pay as and when due either at maturity or at the next redemption date,
the principal installments of and interest on such Bond shall be deemed to have been paid within the
meaning and with the effect expressed 1n the first paragraph of this section. The Bond shall, prior to
the maturity thereof, be deemed to have been paid within the meaning and with the effect expressed
in the first paragraph of this section if there shall have been deposited with the Commission or its
agent, either moneys in an amount which shall be sufficient, or securities the principal of and the
interest on which, when due, will provide moneys which, together with other moneys, if any,
deposited with the Commission at the same time, shall be sufficient to pay when due the principal
installments of and interest due and to become due on the Bond on and prior to the next redemption
date or the maturity dates thereof. Neither securities nor moneys deposited with the Commission
pursuant to this section nor principal or inierest payments on any such securities shall be withdrawn
or used for any purpose other than, and shall be held in trust for, the payment of the principal
installments of and interest on said Bond provided, that any cash received from such. principal or
interest payments on such securities deposited with the Commission or its agent, if not then needed
for such purpose, shall, to the extent practicable, be reinvested in securities maturing at times and in
amounts sufficient to pay when due the principal installments of and interest to become due on said
Bond on and prior to the next redemption date or the maturity dates thereof, and mterest earned
from such reinvestments shall be paid over to the Issuer as received by the Commuission or its agent,
free and clear of any frust, lien or pledge. For the purpose of this section, securities shall mean and
include only Government Obligations.

ARTICLE X
RATES, RULES, COVENANTS, ETC.

Section 10.01. Initial Schednle of Rates and Charges.

A. The mitial schedule of rates and charges for the services and facilities of the System
shall be as set forth in a Tariff on file with the Public Service Commission effective August 18,
1997, which Tariff is incorporated herein by reference and is made a part hereof.
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B. The Issuer hereby ratifies a Rate Ordinance enacted on November 4, 1996, which sets
forth the rates and charges as set out in the above-referenced order and included on the tariff sheet
filed with the Pubhic Service Commission.

Section 10.02. Further Covenants,

The Issuer hereby further covenants and agrees as follows:

A, There shall not be any discrimination or differential in rates between customers in -
similar circumstances.

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

C. The Issuer, to the extent permitted by law, will not accept payment of any water hill
from a customer served with water and water services by the Issuer without payment at the same
time of a water bill owed by such customer for the same premises.

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

E. 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.

ARTICLE X1
INTERIM CONSTRUCTION FINANCING

Section 11.01. Authorization and General Terms. In order to pay certain costs of the
Project pending receipt of the gross proceeds of the Bond, the Issuer may issue and sell its Note or
Notes (the “Notes™), in an aggregate principal amount not to exceed $200,000. The Notes may be
issued as evidence of a line of credit from a commercial bank or other lender, at the discretion of
the Issuer, and as shall be set forth in a resolution supplemental hereto. The Notes shall bear
interest from the date or dates, at such rate or rates, payable on such date or dates and shall mature
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on such date or dates and be subject to such prepayment or redemption, all as provided in the
suppiemental resolution.

Section 11.02. Terms of and Security for Notes. The Notes, if issued, shall be issued
with such terms and secured in the manner set forth in a supplemental resolution.

Section 11.63. Notes are Special Obligations. The Notes shall be special obligations of
the Issuer payable as to principal and interest solely from the proceeds of the Bond, grant proceeds,
surplus revenues, letter of credit proceeds, 1f any, and other sources. The Notes do not and shall
not constitute an indehtedness of the Issuer within the meaning of any constitutional or statutory
provisions. The general funds of the Issuer are not liable and neither the full faith and credit nor
the taxing power, if any, of the Issuer 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 in the
supplemental resolution.

Section 11.04. Execntion of Docunments. The Notes, Credit Agreement and any other
documents required to be executed by the commercial bank or other lender shall be executed in the
name of the Issuer by the Mayor, and the Mayor and City Clerk - Treasurer are hereby authorized
to execute any Note, Notes, Credit Agreement or any other documents necessary to secure the
interim financing.

ARTICLE XII

MISCELLANEOUS

Section 12.01. Filing Under Uniform Commercial Code. Contemporaneously with the
delivery of the Bond, the Issuer shall execute a Financing Statement meeting the requirements of
the Uniform Commercial Code of West Virginia and promptly thereafter shall file such Financing
Statement in the office of the Secretary of State of West Virginia.

Section 12.02. Delivery of Bond. The Mayor and City Clerk - Treasurer of the
Governing Body are hereby authorized and directed to cause the Bond, numbered R-], 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 12.063. Severability of Invalid Provision. If any one or more of the covenants,
agreements or provisions hereof should be held contrary to any express provision of law or
contrary to the policy of express law, although not expressly prohibited, or agamst public poliey, or
shall for any reason whatsoever be held invalid, then such covenants, agreements or provisions
shall be null and void and shall be deemed separable from the remaining covenants, agreements or
provisions hereof, and shall in no way affect the validity of all the other provisions hereof or the
Bond. :
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Section 12.04. Amendment or Modification of Ordinance. No material modification or
amendment of this Ordinance, or of any ordinance or resolution amendatory or supplemental hereto,
that would materially and adversely affect the respective rights of Registered Owners of the Bond
shall be made without the consent in writing of the Registered Owners of 66 2/3% or more in
principal amount of the Bond so affected and then Outstanding provided, that no change shall be
made in the maturity of any Bond or the rate of interest thereon, or in the principal amount thereof,
or affecting the unconditional promise of the Issuer to pay such principal and interest out of the
funds herein respectively pledged therefor without the consent of the respective Registered Owrers
thereof. No amendment or modification shall be made that would reduce the percentage of the
principal amount of the Bond required for consent to the above-permitted amendments or
modifications. Notwithstanding the foregoing, this Ordinance may be amended without the consent
of any Bondholder as may be necessary to assure compliance with Section 148(f) of the Code as
may be necessary to assure the excludability of interest on the Bond from gross income of the
holders thereof.

Section 12.05. Ordinance Constitutes Contract. The provisions of this Ordinance shall
constitute a contract between the Issuer and the Registered Owners of the Bond, and no change,
variation or alteration of any kind of the provisions of this Ordinance shall be made in any manner,
except as in this Ordinance provided.

Section 12.06. Conflicting Provisions Repealed. All ordinances and orders, or parts
thereof, in conflict with the provisions hereof are, to the extent of such conflicts, hereby repealed
except the Prior Ordinances.

Section 12.07. Table of Centents and Headings. The Table of Contents and headings of
the articles, sections and subsections hereof are for convenience only and shall neither control nor
affect in any way the meaning or construction of any of the provisions hereof.

Section 12.08. Covenant of Due Procedure, Etc. The Issuer covenants that all acts,
conditions, things and procedures required to exist, to happen, to be performed or to be taken
precedent to and 1 the adoption of this Ordinance do exist, have happened, bave 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 Mayor, City
Clerk - Treasurer and members of the Governing Body were at all times when any actions in
connection with this Ordimance occurred and are duly tn office and duly qualified for such office.

Section 12.09. Supplemental Resolutions. The Issuer may pass such supplemental
resolutions, if necessary, to effectuate the purposes and intent of this Ordinance.

Section 12.10. Effective Time. This Ordinance shall take effect inumediately upon its
adoption.

Section 12.11. Statntorv Notice and Public Hearing. Upon adoption hereof, an abstract
of this Bond Ordinance determined by the Governing Body to contain sufficient information as to
give notice of the contents hereof shall be published once a week for two (2) successive weeks
within a period of fourteen (14) consecutive days, with at least six (6) full days intervening
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between each publication, in a qualified newspaper published and of general circulation in the City
of Kenova, together with a notice stating that this Bond Ordinance has been adopted and that the
Issuer contemplates the 1ssuance of the Bond, and that any person interested may appear before the
City Council upon a date certain, not less than ten {10) days subsequent to the date of the first
publication of such abstract of this Bond Ordinance and notice, and present protests, and that a
certified copy of the Ordinance is on file with the Governing Body for review by interested persons
during office hours of the Governing Body. At such hearing, all objections and suggestions shall
be heard, and the Governing Body shall take such action, as it shall deem proper inn the premises.

First Reading - March 15, 2001
Second Reading ~ April 19, 2001

Enacted Following Public Hearing — April 19, 2001

CITY OF KENOVA, WEST VIRGINIA

BQ: WM /7Z

[SEAL] ayor

ATTEST:

City Clerk — Treasurer
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CERTIFICATION

The undersigned does hereby certify that the attached Ordinance is a true and accurate copy
of an Ordinance duly enacted by the Council of the CITY OF KENOVA, WEST VIRGINIA on and
effective on April 19, 2001, and that the foregoing document remains in full force and effect and has

not been amended.

Dated: April /9, 2001.

[SEAL]

City Clerk - Treasurer

R Tyt Ew -
TR iy

OFFICIEL GEAL <
¢, Notary Pubis, St of West Virghia &
% SHEILA A WHEELER
PO Box 258
ey Cy of Kienova
" My commission expiten Septber 16, 2005
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CITY OF KENOVA

ORDINANCE AUTHORIZING THE ACQUISITION AND CONSTRUCTION OF
CERTAIN ADDITIONS, BETTERMENTS AND IMPROVEMENTS TO THE
- EXISTING PUBLIC WATERWORKS SYSTEM OF THE CITY OF KENOVA
'AND THE FINANCING OF THE COST THEREOF, NOT OTHERWISE
- PROVIDED, THROUGH THE ISSUANCE BY THE CITY OF NOT MORE THAN
$1,600,000 IN AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BOND (WEST VIRGINIA = WATER DEVELOPMENT AUTHORITY),
SERIES 2005 A, NOT MORE THAN $1,600,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BOND (WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY), SERIES 2005 B, AND NOT MORE THAN
$10,000,000 IN AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BOND (WEST VIRGINIA DWTRF PROGRAM), SERIES 2005 C; PROVIDING
FOR THE RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED: OWNERS OF SUCH BONDS; AUTHORIZING EXECUTION
AND DELIVERY OF ALL DOCUMENTS RELATING TO THE ISSUANCE OF
SUCH BONDS; APPROVING, RATIFYING AND CONFIRMING LOAN
AGREEMENTS RELATING TO SUCH BONDS; AUTHORIZING THE SALE
AND PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH BONDS
- AND ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT ORDAINED AND ENACTED BY THE COUNCIL OF THE CITY OF KENOVA:
ARTICLET
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS
Section 1.01. Authority for this Ordinance. This Ordinance (together with any
ordinance, order or resolution supplemental hereto or amendatory hereof, the “Bond Legislation™) is
enacted pursuant to the provisions of Chapter 8, Article 19, Chapter 16, Article 13C and

Chapter 22C, Article 1 of the Code of West Virginia, 1931, as amended (collectively, the “Act”), and
other applicable provisions of law. ’

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

A. The City of Kenova (the “Issuer”) is a municipal corporation and political
subdivision of the State of West Virginia in Wayne 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 and improvements to the
existing public waterworks system of the Issuer, consisting of upgrading and expanding the water
treatment plant and replacing water lines, together with all appurtenant facilities (collectively, the
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“Project™), which constitute properties necessary, appropriate, useful, convenient or incidental in
connection with or to a water supply system (the existing public waterworks system of the Issuer, the
Project and any further additions, betterments and improvements 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 City Clerk-Treasurer of 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™), pursuant to the Act.

D. It is deemed necessary for the Issuer to issue its Water Revenue Bonds in the
total aggregate principal amount of not more than $13,200,000 in three series (collectively, the
“Series 2005 Bonds™), being the Water Revenue Bond (West Virginia Water Development
Authority), Series 2005 A, in the aggregate principal amount of not more than $1,600,000 (the
“Series 2005 A Bond”), the Water Revenue Bond (West Virginia Water Development Authority),
Series 2005 B, in the aggregate principal amount of not more than $1,600,000 (the “Series 2005 B
Bond”), and the Water Revenue Bond (West Virginia DWTRF Program), Series 2005 C, in the
aggregate principal amount of not more than $10,000,000 (the “Series 2005 C Bond”), to

permanently finance the costs of acquisition and construction of the Project. Said costs shall be
" deemed to include the cost of all property rights, easements and franchises deemed necessary or
‘convenient therefor; interest upon the Series 2005 Bonds prior to and during acquisition or
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 Reserve Accounts (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, including the Administrative Fee (as hereinafter defined), discount, initial
fees for the services of registrars, paying agents, depositories or trustees or other costs in connection
~with the sale of the Series 2005 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 2005 Bonds or the repayment of indebtedness incurred by the
Issuer for such purposes shall be deemed Costs of the Project, as hereinafter defined.

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

F. Itisin the bestinterests of the Issuer thatits Series 2005 A Bond be sold to
the Authority pursuant to the terms and provisions of a loan agreement by and between the Issuer and
the Authority, its Series 2005 B Bond be sold to the Authority pursuant to the terms and provisions
of aloan agreement by and between the Issuer and the Authority, and its Series 2005 C Bond 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 Bureau for Public Health (the “BPH”™), all loan
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agreements in form satisfactory to the respective parties (collectively, the “Loan Agreements™),
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 2005 Bonds as to liens, pledge and source of and security for payment, being the (1)
Water Revenue Bond, Series 1977, dated September 28, 1978, issued in the original aggregate
- principal amount of $5,645,000 (the “Series 1977 Bond™); (2) Water Revenue Bond, Series 1992,
dated March 5, 1992, issued in the original aggregate principal amount of $170,000 (the “Series 1992
~ ‘Bond”); (3) Water Revenue Bond, Series 1994 A, dated May 11, 1994, issued in the original
aggregate principal amount of $650,000 (the “Series 1994 A Bond”); (4) Water Revenue Bond,
Series 1994 B, dated May 11, 1994, issued in the original aggregate principal amount of $132,000
(the “Series 1994 B Bond”); (5) Water Revenue Bond, Series 1998, dated February 4, 1998, issued in
the original aggregate principal amount of $443,000 (the “Series 1998 Bond”); and (6) Water
Revenue Bond, Series 2001, dated December 6, 2001, issued in the original aggregate principal
amount of $1,067,200 (the “Series 2001 Bond”). The Series 1977 Bond, the Series 1992 Bond, the

Series 1994 A Bond, the Series 1994 B Bond, the Series 1998 Bond and the Senes 2001 Bond are

hereinafter collectively called the “Prior Bonds.”

The Series 2005 Bonds shall be issued on a parity with the Prior Bonds, with respect
to liens, pledge and source of and security for payment and in all other respects. Prior to the issuance
of the Series 2005 Bonds, the Issuer will obtain (i) a certificate of an Independent Certified Public
Accountant stating that the coverage and parity tests of the Prior Bonds are met; and (ii) the written
consent of the Registered Owners of the Prior Bonds to the issuance of the Series 2005 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.

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 Operating Expenses of the
System, the principal of and interest, if any, on the Series 2005 Bonds and the Prior Bonds and 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 Agreements relating to authorization of the acquisition, construction and operation of the
Project and the System, and the issuance of the Series 2005 Bonds, or will have so complied prior to
issuance of any thereof, including, among other things, the approval of the Project and the financing
thereof, by the West Virginia Infrastructure and Jobs Development Council (the “Infrastructure
Council”) and obtaining of a certificate of public convenience and necessity from the Public Service
Commission of West Virginia (the “PSC”) by final order, the time for rehearing and appeal of which
expired prior to the issuance of the Series 2005 Bonds

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



Section 1.03. Bond Legislation Constitutes Contract. In consideration of the
acceptance of the Series 2005 Bonds by the Registered Owners of the same from time to time, this
Bond Legislation shall be deemed to be and shall constitute a contract between the Issuer and such

- Registered Owners, and the covenants and agreements herein set forth to be performed by the Issuer

shall be for the equal benefit, protection and security of the Registered Owners of any and all of such
Series 2005 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
here1n unless the context expressly requires otherwise:

“Act” means, collectively, Chapter 8, Article 19, Chapter 16, Article 13C and
Chapter 22C, Article 1 of the Code of West Virginia, 1931, as amended and in effect on the date of
enactment hereof.

“Administrative Fee” means any administrative fee required to be paid under the
Loan Agreement for the Series 2005 C Bond. :

“Authority” means the West Virginia Water Development Authority, which is
expected to be the original purchaser and Registered Owner of the Series 2005 Bonds, or any other
agency, board or department of the State that succeeds to the functions of the Authority, acting in its
own capacity and in its administrative capacity and upon authorization from the BPH under the Act.

“Authorized Officer” means the Mayor of the Issuer, or any other officer of the
Issuer specifically designated by resolution of the Governing Body.

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

“Bond Registrar” means the bank or other entity to be de51gnated as such in the
Supplemental Resolutlon and its successors and assigns.

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

“Bonds” means, collectively, the Series 2005 Bonds, the Prior Bonds and, where
appropriate, any bonds on a parity therewith subsequently authorized to be issued hereunder or by
another ordinance of the Issuer.

“BPH” means the West Virginia Bureau for Public Health, a division of the West
Virginia Department of Health and Human Resources, or any other agency, board or department of
the State that succeeds the function of the BPH.



“City Clerk-Treasurer” means the City Clerk-Treasurer of the Issuer. |

“Closing Date” means the date upon which there is an exchange of the Series
2005 Bonds for all or a portion of the proceeds of the Series 2005 Bonds from the Authority.

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

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

~ “Consulting Engineers” means Ghosh Engineers, 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 Code of West Virginia, 1931, as amended; provided however, that the
Consulting Englneers shall not be a regular, full-time employee of the State or any of its agencies,
~ commissions, or political subd1v1s1ons

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

“Depository Bank” means the bank designated as such in the Supplemental
Resolutlon and its successors and as51gns which shall be a member of FDIC.

“DWTRF Regulations” means the regulations. for the West Virginia DWTRF
Program set forth in Title 64, Part 49 of the West Virginia Code of State Regulations.

“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” means the council of the Issuer, as it may now or hereafter be
constituted.

' “Government Obligations” means direct obligations of, or obligations the ﬁmely
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 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) or any Tap Fees (as hereinafter defined).
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“Herein,” “hereto” and similar words shall refer to this entire Bond Legislation.

“Independent Certified Public Accountant” 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.

* “Infrastructure 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 Infrastructure Councﬂ

“Investment Property” means
p

(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 the City of Kenova, a municipal corporatlon and political
subdivision of the State of West Virginia, in Wayne County, West Virginia, and, unless the context
clearly indicates otherwise, 1ncludeys the Governing Body of the Issuer.

“Loan Agreements” mean, collectively, the Loan Agreements heretofore entered, or to
be entered, into by and between the Issuer and the Authority providing for the purchase of the
Series 2005 A Bond from the Issuer by the Authority, by and between the Issuer and the Authority
providing for the purchase of the Series 2005 B Bond from the Issuer by the Authority, and by and
between the Issuer and the Authority providing for the purchase of the Series 2005 C Bond from the
Issuer by the Authority, on behalf of the BPH, the forms of which shall be approved, and the
execution and delivery by the Issuer authorized and directed or ratified, by the Supplemental
Resolution.



“Mayor” means the Mayor of the Issuer.

“Net Proceeds” means the face amount of the Series 2005 Bonds, plus accrued
-interest and premium, if any, less original issue discount, if any, and less proceeds, if any, deposited
in the Reserve Accounts. For purposes of the Private Business Use limitations set forth herein, the
term Net Proceeds shall include any amounts resulting from the investment of proceeds of the
Series 2005 Bonds, without regard to whether or not such 1nvestment is made in tax-exempt
obligations.

“Net Revenues” means the balance of the Gross Revenues, remalmng after deduction
of Operating Expenses, as hereinafter deﬁned

“Nonpurpose Investrncnt” 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, the Administrative Fee, fees and expenses of the Authority, the BPH,
fiscal agents, the Depository Bank, the Registrar and Paying Agent (all as hereinafter 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. '

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

“Parity Bonds” means additional 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 2005 Bonds in the Supplemental Resolution.
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“Prior Bonds” means, collectlvely, the Issuer’s (1) Water Revenue Bond, Series
1977, dated September 28, 1978, issued in the original aggregate principal amount of $5,645,000; (2)
Water Revenue Bond, Series 1992, dated March 5, 1992, issued in the original principal amount of
$170,000; (3) Water Revenue Bond, Series 1994 A, dated May 11, 1994, issued in the original
principal amount of $650,000; (4) Water Revenue Bond, Series 1994 B, dated May 11, 1994, issued
in the original principal amount of $132,000; (5) Water Revenue Bond, Series 1998, dated February
4, 1998, issued in the original principal amount of $443,000; and (6) Water Revenue Bond, Series
2001, dated December 6, 2001, issued in the original principal amount of $1,067,200.

“Prior Ordinance” means, collectively, the ordinance of the Issuer enacted September
12, 1978 the ordinance of the Issuer enacted March 4, 1992, the ordinance of the Issuer enacted
May 9, 1994, the ordinance of the Issuer enacted February 3, 1998, and the ordlnance of the Issuer
enacted April 19, 2001, authorizing the Pr10r 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, all as determined by the Code.

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

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

“PSC Order” means, collectively, the final order or orders of the PSC, granting
the Issuer a certificate of convenience and necessity to construct the Project and approvmg the
financing for the Project.

| “Qualified Investments” means and includes any of the following:
(a) Government Obligations;

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

(©) Bonds, debentures, notes or other evidences of indebtedness issued by any of
the 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 arrangements) which, to the extent not insured by the
FDIC, shall be secured by a pledge of Government Obligations, provided, that said Government
Obligations pledged either must mature as nearly as practicable coincident with the maturity of said
time accounts or must be replaced or increased so that the market value thereof is always at least
equal to the principal amount of said time accounts;

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

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

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

) Obligations of States or political subdivisions or agencies thereof, the interest
on which is exempt from federal income taxation, and which are rated at least "A” by Moody's

Investors Service, Inc. or Standard & Poor's Corporation.

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

“Registrar” means the Bond Registrar.

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

“Renewal and Replacement Fund” means the Renewal and Replacement Fund
created by the Prior Ordinance and continued hereby.



“Reserve Accounts” means, collectively, the respective Reserve Accounts created
for the Series 2005 Bonds and the Prior Bonds.

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

: “Revenue Fund” means the Revenue Fund created by the Prior Ordinance and
continued hereby.

“Series 2005 Bonds” means, collectively, the Serles 2005 A Bond, the Senes 2005B
Bond and the Series 2005 C Bond.

“Series 2005 Bond Construction Trust Fund” means the Series 2005 Bond
Construction Trust Fund created by Section 5.01 hereof.

; “Series 2005 A Bond” means the Water Revenue Bond (West Virginia Water
Development Authority), Series 2005 A, of the Issuer, authorized by this Bond Legislation.

“Series 2005 A Bond Reserve Account” means the Series 2005 A Bond Reserve
Account created by Section 5.02 hereof.

“Series 2005 A Bond Reserve Requirement” means, as of any date of calculation, the
maximum amount of principal and interest which will become due on the Series 2005 A Bond in the
then current or any succeeding year.

“Series 2005 A Bond Sinking Fund” means the Series 2005 A Bond Sinking Fund
created by Section 5.02 hereof.

“Series 2005 B Bond” means the Water Revenue Bond (West Virginia Water
Development Authority), Series 2005 B, of the Issuer, authorized by this Bond Legislation.

“Series 2005 B Bond Reserve Account” means the Series 2005 B Bond Reserve
Account created by Section 5.02 hereof.

“Series 2005 B Bond Reserve Requirement” means, as of any date of calculation, the
maximum amount of principal and interest which will become due on the Series 2005 B Bond in the
then current or any succeeding year.

“Series 2005 B Bond Sinking Fund” means the Series 2005 B Bond Sinking Fund
created by Section 5.02 hereof.

“Series 2005 C Bond” means the Water Revenue Bond (West Virginia DWTRF
Program), Series 2005 C, of the Issuer, authorized by this Bond Legislation.
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“Series 2005 C Bond Reserve Account” means the Series 2005 C Bond Reserve
Account created by Section 5.02 hereof.

“Series 2005 C Bond Reserve Requirement” means, as of any date of calculation, the
" maximum amount of principal and interest which will become due on the Series 2005 C Bond in the
then current or any succeeding year. '

“Series 2005 C Bond Sinking Fund” means the Series 2005 C Bond Sinking Fund
created by Section 5.02 hereof.

“Sinking Funds” means, collectively, the respective Sinking Funds created for the
Series 2005 Bonds and the Prior Bonds.

“State” means the State of West Virginia.

“Supplemental Resolution” means any resolution, ordinance or order of the Issuer
supplementing or amending this Ordinance and, when preceded by the article “the,” refers
specifically to the supplemental resolution authorizing the sale of the Series 2005 Bonds; provided,
that any matter intended by this Ordinance to be included in the Supplemental Resolution with
respect to the Series 2005 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 Series 2005 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, collectively, the complete existing municipal waterworks system of
the Issuer, as presently existing in its entirety or any integral part thereof, including mains, hydrants,
meters, valves, standpipes, storage tanks, pump tanks, pumping stations, intakes, wells, impounding
reservoirs, pumps, machinery, purification plants, softening apparatus and all other facilities
necessary, appropriate, useful, convenient or incidental in connection with or to a water supply
system and shall also include the Project and any additions, betterments and improvements thereto
hereafter acquired or constructed for the System from any sources whatsoever, both within and
without the Issuer.

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

“West Virginia DWTRF Program” means the West Virginia Drinking Water

Treatment Revolving Fund program established by the State, administered by the BPH and funded
by capitalization grants awarded to the State pursuant to the federal Safe Drinking Water Act, as
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amended, for the purpose of establishing and maintaining a permanent perpetual fund for the
acquisition, construction and improvement of drinking water projects.

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 CONSTRUCTION
’ OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the Project. Thereis
hereby authorized and ordered the acquisition and construction of the Project, at an estimated cost of
$13,200,000, 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 2005 Bonds shall be applied as provided in Article VI hereof. The Issuer has received bids
and will enter into contracts for the acquisition and construction of the Project, in an amount and
otherwise compatible with the financing plan submitted to the BPH and the Authority.

The cost of the Project is estimated not to exceed $13,200,000, of which not more
than $1,600,000 will be obtained from proceeds of the Series 2005 A Bond, not more than
$1,600,000 will be obtained from proceeds of the Series 2005 B Bond, and not more than
$10,000,000 will be obtained from proceeds of the Series 2005 C Bond.

ARTICLE I

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

Section 3.01. Authorization of Bonds. For the purposes of capitalizing interest on
the Series 2005 Bonds, funding the respective Reserve Accounts for the Series 2005 Bonds, paying
Costs of the Project not otherwise provided for and paying certain costs of issuance of the
Series 2005 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 the negotiable
Series 2005 Bonds of the Issuer. The Series 2005 Bonds shall be issued in three series, each as a
single bond, designated respectively as “Water Revenue Bond (West Virginia Water Development
Authority), Series 2005 A”, in the principal amount of not more than $1,600,000, “Water
Revenue Bond (West Virginia Water Development Authority), Series 2005 B,” in the principal
amount of not more than $1,600,000, and “Water Revenue Bond (West Virginia DWTRF Program),
Series 2005 C,” in the principal amount of not more than $10,000,000, and all shall have such terms
as set forth hereinafter and in the Supplemental Resolution. The proceeds of the Series 2005 Bonds
remaining after funding of the Reserve Accounts (if funded from Bond proceeds) and capitalization
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of interest, if any, shall be deposited in or credited to the Series 2005 Bond 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 2005 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 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 Agreements. The Series 2005 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 2005 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 2005
Bonds shall initially be issued in the form of a single bond for each series, fully registered to the
Authority, with a record of advances and a debt service schedule attached, representing the aggregate
principal amount of each series of the Series 2005 Bonds. The Series 2005 Bonds shall be
exchangeable at the option and expense of the Registered Owner for another fully registered Bond or
Bonds of the same series in aggregate principal amount equal to the amount of said Bonds then
Outstanding and being exchanged, with principal installments or maturities, as applicable,
corresponding to the dates of payment of principal installments of said Bonds; provided, that the
Authority shall not be obligated to pay any expenses of such exchange.

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

~ Section 3.03. Execution of Bonds. The Series 2005 Bonds shall be executed in the
name of the Issuer by the Mayor, and the seal of the Issuer shall be affixed thereto or imprinted
thereon and attested by the City Clerk-Treasurer. In case any one or more of the officers who shall
have signed or sealed the Series 2005 Bonds shall cease to be such officer of the Issuer before the
Series 2005 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 2005 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 2005 Bond shall be valid
or obligatory for any purpose or entitled to any security or benefit under this Bond Legislation unless
and until the Certificate of Authentication and Registration on such Bond, substantially in the form
set forth in Section 3.10 hereof, shall have been manually executed by the Bond Registrar. Any such
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executed Certificate of Authentication and Registration upon any such Bond shall be conclusive
evidence that such Bond has been authenticated, registered and delivered under this Bond
Legislation. The Certificate of Authentication and Registration on any Series 2005 Bond 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 2005 Bonds shall be and have all of the qualities
and incidents of negotiable instruments under the Uniform Commercial Code of the State of
West Virginia, and each successive Registered Owner, in accepting the Series 2005 Bonds shall be
conclusively deemed to have agreed that such Bonds shall be and have all of the qualities and
incidents of negotiable instruments under the Uniform Commercial Code of the State of
West Virginia, and each successive Registered Owner shall further be conclusively deemed to have
agreed that said Bonds shall be incontestable in the hands of a bona fide registered owner for value.

So long as the Series 2005 Bonds remain outstanding, the Issuer, thrbugh the Bond
Registrar or its agent, shall keep and maintain books for the registration and transfer of such Bonds.

The registered Series 2005 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 2005 Bonds or transferring the
registered Series 2005 Bonds are exercised, all Series 2005 Bonds shall be delivered in accordance
with the provisions of this Bond Legislation. All Series 2005 Bonds surrendered in any such
exchanges or transfers shall forthwith be canceled by the Bond Registrar. For every such exchange
or transfer of Series 2005 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
Series 2005 Bonds during the period commencing on the 15th day of the month next preceding an
interest payment date on the Series 2005 Bonds or, in the case of any proposed redemption of
Series 2005 Bonds, next preceding the date of the selection of Bonds to be redeemed, and ending on
such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroyed. Stolen or Lost. In case any Series
2005 Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in its discretion,
issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate, register 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
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Registered Owner’s furnishing satisfactory indemnity and complying with such other reasonable
~ regulations and conditions as the Issuer may prescribe and paying such expenses as the Issuer and the
Bond Registrar may incur. All Bonds so surrendered shall be 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 2005
Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the meaning of
any constitutional or statutory provision or limitation, but shall be payable solely from the Gross
Revenues derived from the System as herein provided. No Registered Owner of the
Series 2005 Bonds shall ever have the right to-compel the exercise of the taxing power of the Issuer
to pay the Series 2005 Bonds or the interest, if any, thereon.

Section 3.08. Bonds Secured by Pledge of Gross Revenues; Lien Position with
respect to Prior Bonds. The payment of debt service of the Series 2005 A Bond, the Series 2005 B
Bond and the Series 2005 C Bond shall be secured equally and ratably with each other by a first lien
on the Gross Revenues derived from the System on a parity with the lien on the Gross Revenues in
favor of the Registered Owners of the Prior Bonds. Such Gross Revenues in an amount sufficient to
~ pay the principal of and interest, if any, on the Series 2005 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 2005 Bonds to the Registrar, and the Registrar shall authenticate, register and deliver the
Series 2005 Bonds to the original purchasers upon receipt of a request and authorization to the Bond
Registrar on behalf of the Issuer, signed by an Authorized Officer, to authentlcate register and
deliver the Series 2005 Bonds to the original purchasers.

Section 3.10. Form of Bonds. The text of the Series 2005 Bonds shall be in
substantially the following forms, with such omissions, insertions and variations as may be necessary
and desirable and authorized or permitted hereby, or by any Supplemental Resolution adopted prior
to the issuance thereof:
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(FORM OF SERIES 2005 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CITY OF KENOVA
WATER REVENUE BOND
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY)
SERIES 2005 A

No. AR-1 $1,500,000

KNOW ALL MEN BY THESE PRESENTS: That the CITY OF KENOVA,a
municipal corporation and political subdivision of the State of West Virginia in Wayne 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 ONE MILLION FIVE HUNDRED
THOUSAND DOLLARS ($1,500,000), in annual instaliments on October 1 of each year,
commencing October 1, 200_, as set forth on the Debt Service Schedule attached as EXHIBIT A
hereto and 1ncorporated hereln by reference.

The interest on each 1nstallment, at the rate per annum set forth on said EXHIBIT A,
shall run from the original date of delivery of this Bond to the Authority and payment therefore, and
until payment of such installment, such interest shall be payable semiannually on April I and
October 1 of each year, commencing I, 200 . In the event of a default, interest will
accrue on the unpaid balance at the rate per annum set forth on said EXHIBIT A, plus 2%, and will -
be paid from the first deposits made by the Issuer to the Paying Agent.

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”). The interest on this Bond is
payable by check or draft of the Paying Agent mailed to the registered owner hereof at the address as
it appears on the books of the Registrar (as defined in the Bond Legislation), on the 15" day of the
month next preceding an interest payment date, or by such other method as shall be mutually
agreeable so long as the Authority is the Registered Owner hereof.

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 upon the terms and conditions
prescribed by, and otherwise in compliance with, the Loan Agreement by and between the Issuer and

- the Authority dated September 27, 2005.

- This Bond is issued (i) to pay a portion of the costs of acquisition and construction of
certain additions, betterments and improvements to the existing public waterworks system of
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the Issuer (the “Project™); and (ii) to pay certain costs of issuance of this Bond and related costs. The -
existing public waterworks system of the Issuer, the Project, and any further additions, betterments or
improvements thereto are herein called the “System.” This Bond is issued under the authority of and
in full compliance with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 8, Article 19 and Chapter 22C, Article 1 of the Code of West Virginia, 1931, as
amended (collectively, the “Act™), a Bond Ordinance duly enacted by the Issuer on September 15,
2005, and a Supplemental Resolution duly adopted by the Issuer on September 15, 2005
(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 1977, DATED SEPTEMBER 28, 1978,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF §$5,645,000 (THE
“SERIES 1977 BOND”); (2) WATER REVENUE BOND, SERIES 1992, DATED MARCH 5,
1992, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $170,000 (THE “SERIES 1992
BOND”); (3) WATER REVENUE BOND, SERIES 1994 A, DATED MAY 11, 1994, ISSUED IN
THE ORIGINAL PRINCIPAL AMOUNT OF $650,000 (THE “SERIES 1994 A BOND”); (4)
WATER REVENUE BOND, SERIES 1994 B, DATED MAY 11, 1994, ISSUED IN THE
ORIGINAL PRINCIPAL AMOUNT OF $132,000 (THE “SERIES 1994 B BOND”); (5) WATER
REVENUE BOND, SERIES 1998, DATED FEBRUARY 4, 1998, ISSUED IN THE ORIGINAL
PRINCIPAL AMOUNT OF $443,000 (THE “SERIES 1998 BOND™); (6) WATER REVENUE
BOND, SERIES 2001, DATED DECEMBER 6, 2001, ISSUED IN THE ORIGINAL PRINCIPAL
AMOUNT OF $1,067,200 (THE “SERIES 2001 BOND”) (COLLECTIVELY, THE “PRIOR
BONDS™); (7) WATER REVENUE BOND (WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY), SERIES 2005 B, DATED SEPTEMBER 27, 2005, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL PRINCIPAL AMOUNT OF $1,500,000 (THE “SERIES 2005 B
BOND”); AND (8) WATER REVENUE BOND (WEST VIRGINIA DWTRF PROGRAM),
SERIES 2005 C, DATED SEPTEMBER 27, 2005, ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINAL PRINCIPAL AMOUNT OF $9,986,213 (THE “SERIES 2005 C BOND”).

This Bond is payable only from and secured by a pledge of the Gross Revenues (as
defined in the Bond Legislation) to be derived from the System, on a parity with the pledge of Gross
Revenues in favor of the registered owners of the Prior Bonds, the Series 2005 B Bond and the
Series 2005 C Bond and from moneys in the reserve account created under the Bond Legislation for
this Bond (the “Series 2005 A Bond Reserve Account”), and unexpended proceeds of this Bond.
Such Gross Revenues shall be sufficient to pay all operating expenses of the System and 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 purpese. This Bond does not 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, if any, hereon, except
from said special fund provided from the Gross Revenues, the moneys in the Series 2005 A Bond
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Reserve Account and unexpended proceeds of this Bond. Pursuant to the Bond Legislation, the
Issuer has covenanted and agreed to establish and maintain just and equitable rates and charges for
the use of the System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to comply with the rate coverage required by the ordinances authorizing the
Prior Bonds, so long as the Prior Bonds are outstanding, and thereafter, sufficient to provide for the
reasonable expenses of operation, repair and maintenance of the System, and to leave a balance each
year equal to at least 115% of the maximum amount of principal of and interest, if any, on this Bond,
payable in any year and all other obligations secured by a lien on or payable from such revenueson a
parity with this Bond; provided however, that so long as there exists in the Series 2005 A Bond

- Reserve Account an amount at least equal to the maximum amount of principal and interest, if any,

which will become due on this Bond in the then current or any succeeding year, and in the respective
reserve accounts established for any other obligations outstanding on a parity with this Bond, 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 this Bond for the terms
of which reference is made to the Bond Legislation. Remedies provided the registered owners of this
Bond are exclusively as provided in the Bond Legislation, to which reference is here made for a
detailed description thereof. '

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

Subject to the 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 the costs of issuance
hereof as described in the Bond Legislation, and there shall be and hereby is created and granted a
lien upon such moneys, until so applied, in favor of the registered owner of this Bond.

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

IT ISHEREBY 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
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amount of the Gross Revenues of the System has been pledged to and will be set aside into said
special fund by the Issuer for the prompt payment of the principal of and interest on this Bond.

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

IN WITNESS WHEREOF, the CITY OF KENOVA has caused this Bond to be
signed by its Mayor and its corporate seal to be hereunto affixed and attested by its City Clerk-
Treasurer, and has caused this Bond to be dated September 27, 2005.

[SEAL]

Mayor

ATTEST:

City Clerk-Treasurer
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is the Series 2005 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: September 27, 2005.

United Bank, Inc., as Registrar

By:

Authorized Ofﬁcer

20



- EXHIBIT A

DEBT SERVICE SCHEDULE

21




(F orm of)

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto
‘ the within Bond
and does hereby irrevocably constitute and appoint

» , Attorney to transfer the
said Bond on the books kept for registration of the within Bond of the said Issuer with full power of

substitution in the premises.

Dated: ,20

In the presence of:
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(FORM OF SERIES 2005 B BOND)

UNITED STATES OF AMERICA
"STATE OF WEST VIRGINIA
CITY OF KENOVA
, WATER REVENUE BOND
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY),
- SERIES 2005 B ‘

No. BR-1 ’ $1,500,000

KNOW ALL MEN BY THESE PRESENTS: That the CITY OF KENOVA,a
municipal corporation and political subdivision of the State of West Virginia in Wayne 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 ONE MILLION FIVE HUNDRED
THOUSAND DOLLARS ($1,500,000), in annual installments on October 1 of each year,
commencing October 1, 200 _, as set forth on the Debt Service Schedule attached as EXHIBIT A
hereto and incorporated herein by reference.

The interest on each installment, at the rate per annum set forth on said EXHIBIT A,
shall run from the original date of delivery of this Bond to the Authority and payment therefore, and
until payment of such installment, such interest shall be payable semiannually on April 1 and
October 1 of each year, commencing 1, 200 . In the event of a default, interest will
accrue on the unpaid balance at the rate per annum set forth on said EXHIBIT A, plus 2%, and will
be paid from the first deposits made by the Issuer to the Paying Agent.

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™). The interest on this Bond is
payable by check or draft of the Paying Agent mailed to the registered owner hereof at the address as
it appears on the books of the Registrar (as defined in the Bond Legislation), on the 15" day of the
month next preceding an interest payment date, or by such other method as shall be mutually
agreeable so long as the Authority is the Registered Owner hereof.

: 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 upon the terms and conditions
prescribed by, and otherwise in compliance with, the Loan Agreement by and between the Issuer and
the Authority dated September 27, 2005.

This Bond is issued (i) to pay a portion of the costs of acquisition and construction of

certain additions, betterments and improvements to the existing public waterworks system of
the Issuer (the “Project™); and (ii) to pay certain costs of issuance of this Bond and related costs. The
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existing public waterworks system of the Issuer, the Project, and any further additions, betterments or
improvements thereto are herein called the “System.” This Bond is issued under the authority of and
in full compliance with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 8, Article 19 and Chapter 22C, Article 1 of the Code of West Virginia, 1931, as
amended (collectively, the “Act”), a Bond Ordinance duly enacted by the Issuer on September 15,
2005, and a Supplemental Resolution duly adopted by the Issuer on September 15, 2005.
(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 Leglslatlon

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 1977, DATED SEPTEMBER 28, 1978,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $5,645,000 (THE
“SERIES 1977 BOND”); (2) WATER REVENUE BOND, SERIES 1992, DATED MARCH 5,
1992, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $170,000 (THE “SERIES 1992
BOND”); (3) WATER REVENUE BOND, SERIES 1994 A, DATED MAY 11, 1994, ISSUED IN
THE ORIGINAL PRINCIPAL AMOUNT OF $650,000 (THE “SERIES 1994 A BOND”); (4)
WATER REVENUE BOND, SERIES 1994 B, DATED MAY 11, 1994, ISSUED IN THE
ORIGINAL PRINCIPAL AMOUNT OF $132,000 (THE “SERIES 1994 B BOND”); (5) WATER
REVENUE BOND, SERIES 1998, DATED FEBRUARY 4, 1998, ISSUED IN THE ORIGINAL
PRINCIPAL AMOUNT OF $443,000 (THE “SERIES 1998 BOND”); (6) WATER REVENUE
BOND, SERIES 2001, DATED DECEMBER 6, 2001, ISSUED IN THE ORIGINAL PRINCIPAL
AMOUNT OF $1,067,200 (THE “SERIES 2001 BOND”) (COLLECTIVELY, THE “PRIOR
BONDS”); (7) WATER REVENUE BOND (WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY), SERIES 2005 A, DATED SEPTEMBER 27, 2005, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL PRINCIPAL AMOUNT OF $1,500,000 (THE “SERIES 2005 A
BOND”); AND (8) WATER REVENUE BOND (WEST VIRGINIA DWTRF PROGRAM),
SERIES 2005 C, DATED SEPTEMBER 27, 2005, ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINAL PRINCIPAL AMOUNT OF $9,986 213 (THE “SERIES 2005 C BOND”) c

ThlS Bond is payable only from and secured by a pledge of the Gross Revenues (as
defined in the Bond Legislation) to be derived from the System, on a parity with the pledge of Gross
Revenues in favor of the registered owners of the Prior Bonds, the Series 2005 A Bond and the
Series 2005 C Bond and from moneys in the reserve account created under the Bond Legislation for
this Bond (the “Series 2005 B Bond Reserve Account”), and unexpended proceeds of this Bond.
Such Gross Revenues shall be sufficient to pay all operating expenses of the System and 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 provision or
limitation, nor shall the Issuer be obligated to pay the same or the interest, if any, hereon, except
from said special fund provided from the Gross Revenues, the moneys in the Series 2005 B Bond
Reserve Account and unexpended proceeds of this Bond. Pursuant to the Bond Legislation, the .
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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 comply with the rate coverage required by the ordinances authorizing the
Prior Bonds, so long as the Prior Bonds are outstanding, and thereafter, sufficient to provide for the

reasonable expenses of operation, repair and maintenance of the System, and to leave a balance each . .

year equal to at least 115% of the maximum amount of principal of and interest, if any, on this Band,
payable in any year and all other obligations secured by a lien on or payable from such revenues ona
parity with this Bond; provided however, that so long as there exists in the Series 2005 B Bond
Reserve Account an amount at least equal to the maximum amount of principal and interest, if any,
which will become due on this Bond in the then current or any succeeding year, and in the respective
reserve accounts established for any other obligations outstanding on a parity with this Bond, 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 this Bond for the terms
of which reference is made to the Bond Legislation. Remedies provided the registered owners of this
Bond are exclusively as provided in the Bond Legislation, to which reference is here made for a
detailed description thereof. ’

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

Subject to the 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 the costs of issuance
hereof as described in the Bond Legislation, and there shall be and hereby is created and granted a
lien upon such moneys, until so applied, in favor of the registered owner of this Bond.

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

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

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

IN WITNESS WHEREOF, the CITY OF KENOVA has caused this Bond to be
signed by its Mayor and its corporate seal to be hereunto affixed and attested by its City Clerk-
Treasurer, and has caused this Bond to be dated September 27, 2005.

[SEAL]

Mayor

ATTEST:

City Clerk-Treasurer
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is the Series 2005 B 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: September 27, 2005.

United Bank, Inc., as Registrar

- By:

Authorized Officer
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EXHIBIT A

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

: _the within Bond
and does hereby irrevocably constitute and appoint , Attorney to transfer the

said Bond on the books kept for registration of the w1th1n Bond of the said Issuer with full power of
substitution in the premrses

Dated: ,20

In the presence of:

29



(FORM OF SERIES 2005 C BOND)

UNITED STATES OF AMERICA
"STATE OF WEST VIRGINIA
CITY OF KENOVA
WATER REVENUE BOND,
(WEST VIRGINIA DWTRF PROGRAM)
SERIES 2005 C

No. CR-1 ‘ $9.,986,213

KNOW ALL MEN BY THESE PRESENTS: That the CITY OF KENOVA, a
municipal corporation and political subdivision of the State of West Virginia in Wayne 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 NINE MILLION NINE-
HUNDRED EIGHTY-SIX THOUSAND TWO HUNDRED THIRTEEN DOLLARS ($9,986,213),
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 I and December 1 of each year,
commencing 1, 200 _, as set forth on the Debt Service Schedule attached as
EXHIBIT B hereto and incorporated hereln by reference. The Administrative Fee (as defined in the
hereinafier described Bond Legislation) on this Bond shall be payable quarterly on March 1, June I,
September 1and December 1 of each year, commencing 1, 200 , as set forth on
EXHIBIT B attached hereto. ‘

~ 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 Mum01pa1 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 Bureau for Public
Health (the “BPH”), 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 BPH, dated
September 27, 2005.

This Bond is issued (i) to pay a portion of the costs of acquisition and construction of
certain additions, betterments and improvements to the existing public waterworks system of the
Issuer (the “Project™); and (ii) to pay certain costs of issuance of this Bond and related costs. The
existing public waterworks system of the Issuer, the Project, and any further additions, betterments or
improvements thereto are herein called the “System.” This Bond is issued under the authority of and
in full compliance with the Constitution and statutes of the State of West Virginia, including
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particularly Chapter 8, Article 19 and Chapter 16, Article 13C of the Code of West Virginia, 1931, as
amended (collectively, the “Act”), a Bond Ordinance duly enacted by the Issuer on September 15,
2005, and a Supplemental Resolution duly adopted by the Issuer on September 15, 2005
(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 1977, DATED SEPTEMBER 28, 1978,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $5,645,000 (THE

- “SERIES 1977 BOND”); (2) WATER REVENUE BOND, SERIES 1992, DATED MARCH 5,

1992, ISSUED IN THE ORIGINAL PRINCIPAL AMOUNT OF $170,000 (THE “SERIES 1992
BOND?”); (3) WATER REVENUE BOND, SERIES 1994 A, DATED MAY 11, 1994, ISSUED IN
THE ORIGINAL PRINCIPAL AMOUNT OF $650,000 (THE “SERIES 1994 A BOND”); (4)

‘WATER REVENUE BOND, SERIES 1994 B, DATED MAY 11, 1994, ISSUED IN THE

ORIGINAL PRINCIPAL AMOUNT OF $132,000 (THE “SERIES 1994 B BOND”); (5) WATER
REVENUE BOND, SERIES 1998, DATED FEBRUARY 4, 1998, ISSUED IN THE ORIGINAL
PRINCIPAL AMOUNT OF $443,000 (THE “SERIES 1998 BOND™); (6) WATER REVENUE
BOND, SERIES 2001, DATED DECEMBER 6, 2001, ISSUED IN THE ORIGINAL PRINCIPAL
AMOUNT OF $1,067,200 (THE “SERIES 2001 BOND”) (COLLECTIVELY, THE “PRIOR
BONDS”); (7) WATER REVENUE BOND (WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY), SERIES 2005 A, DATED SEPTEMBER 27, 2005, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL PRINCIPAL AMOUNT OF $1,500,000 (THE “SERIES 2005 A
BOND”); AND (8) WATER REVENUE BOND (WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY), SERIES 2005 B, DATED SEPTEMBER 27, 2005, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL PRINCIPAL AMOUNT OF $1,500,000 (THE “SERIES 2005 B
BOND"). |

This Bond is payable only from and secured by a pledge of the Gross Revenues (as
defined in the Bond Legislation) to be derived from the System, on a parity with the pledge of Gross
Revenues in favor of the registered owners of the Prior Bonds, the Series 2005 A Bond and the
Series 2005 B Bond and from moneys in the reserve account created under the Bond Legislation for
this Bond (the “Series 2005 C Bond Reserve Account™), and unexpended proceeds of this Bond.
Such Gross Revenues shall be sufficient to pay all operating expenses of the System and 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 provision or

limitation, nor shall the Issuer be obligated to pay the same or the interest, if any, hereon, except

from said special fund provided from the Gross Revenues, the moneys in the Series 2005 C Bond
Reserve Account and unexpended proceeds of this Bond. Pursuant to the Bond Legislation, the
Issuer has covenanted and agreed to establish and maintain just and equitable rates and charges for
the use of the System and the services rendered thereby, which shall be sufficient, together with other
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revenues of the System, to comply with the rate coverage required by the ordinances authorizing the
Prior Bonds, so long as the Prior Bonds are outstanding, and thereafter, sufficient to provide for the
reasonable expenses of operation, repair and maintenance of the System, and to leave a balance each
year equal to at least 115% of the maximum amount of principal of and interest, if any, on this Bond,
payable in any year and all other obligations secured by a lien on or payable from such revenues ona
parity with this Bond; provided however, that so long as there exists in the Series 2005 C Bond
Reserve Account an amount at least equal to the maximum amount of principal and interest, if any,
which will become due on this Bond in the then current or any succeeding year, and in the respective
reserve accounts established for any other obligations outstanding on a parity with this Bond, 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 this Bond for the terms
of which reference is made to the Bond Legislation. Remedies provided the registered owners of this
Bond are exclusively as provided in the Bond Legislation, to which reference is here made for a
detailed description thereof.

‘Subject to the registration requirements set forth herein, this Bond is transferable, as
prov1ded in the Bond Legislation, only upon the books of the Registrar (as defined in the Bond
Legislation) by the registered owner, or by its attorney duly authorized in writing, upon the surrender
of this Bond, together with a written instrument of transfer satisfactory to the Registrar, duly
executed by the registered owner or its attorney duly authorized in writing.

Subject to the 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 the costs of issuance hereof as described
in the Bond Legislation, and there shall be and hereby is created and granted a lien upon such
moneys, until so applied, in favor of the registered owner of this Bond.

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

ITISHEREBY 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 Gross 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.

IN WITNESS WHEREOF, the CITY OF KENOVA has caused this Bond to be

signed by its Mayor, and its corporate seal to be hereunto affixed and attested by its City Clerk-
Treasurer, and has caused this Bond to be dated September 27, 2005.

[SEAL]

Mayor

ATTEST:

City Clerk-Treasurer
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(Form of)

éﬁRTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2005 C 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: September 27, 2005.

United Bank, Inc., as Registrar

By:

Authorized Officer
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of).

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sclls, 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 reglstratlon of the within Bond of the sa1d
Issuer with full power of substitution in the premises.

Dated: ,20

In the presence of:
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, Section 3.11. Sale of Bonds; Approval and Ratification of Execution of I.oan
Agreements. The Loan Agreements, including all schedules and exhibits attached thereto, are hereby
approved and incorporated into this Bond Legislation. The Series 2005 Bonds shall be sold to the
Authority, pursuant to the terms and conditions of the Loan Agreements. If not so authorized by
previous ordinance or resolution, the Mayor is specifically authorized and directed to execute the
~Loan Agreements and the City Clerk-Treasurer is directed to affix the seal of the Issuer, attest the
- same and deliver the Loan Agreements to the Authority, and any such prior execution and dehvery is
hereby authonzed approved, ratified and confirmed.

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 BPH, the respective
schedules, the forms of which will be provided by the Authority and the BPH, setting forth the actual
costs of the Project and sources of funds therefor.

“ARTICLE IV
[RESERVED]
" ARTICLE V
FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF
Section 5.01. Establishment of Funds and Accounts with Depository Bank. The
following special funds or accounts are hereby created with (or continued if previously created or

maintained by the Prior Ordinances) and shall be held by the Depository Bank, separate and apart
from all other funds or accounts of the Depository Bank or the Issuer and from each other:

(1)  Revenue Fund (created or maintained by the Prior Ordinances);

(2) Renewal and Replacement Fund (created or maintained by the Prior
Ordinances); and

3) Series 2005 Bond 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 or the Issuer and from each
other:

(1) Series 2005 A Bond Sinking Fund;
(2)  Series 2005 A Bond Reserve Account;

3) Series 2005 B Bond Sinking Fund;
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4 " Series 2005 B Bond Reserve Account;
(5) Series 2005 C Bond Sinking Fund; and
(6) Series 2005 C Bond 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 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 provided in-and
this Bond Legislation. All moneys in the Revenue Fund shall be disposed of only in the following
manner and order of priority:

(1) The Issuer shall first, on the first day of each month, transfer from the
Revenue Fund and simultaneously (i) make the interest payments on the Prior Bonds in the amounts
required by the Prior Ordinances for payment of interest on the Prior Bonds; (ii) commencing 7
months prior to the first date of payment of interest on the Series 2005 A Bond, for which interest
has not been capitalized or as required in the Loan Agreement, remit to the Commission for deposit
- in the Series 2005 A Bond Sinking Fund, an amount equal to 1/6® of the amount of interest which
will become due on the Series 2005 A Bond on the next ensuing semiannual interest payment date;
provided that, in the event the period to elapse between the date of such initial deposit in the
Series 2005 A Bond Sinking Fund and the next semiannual interest payment date is less than
7 months, then such monthly payments shall be increased proportionately to provide, 1 month prior
to the next semiannual interest payment date, the required amount of interest coming due on such
date; and (iii) commencing 7 months prior to the first date of payment of interest on the Series 2005
B Bond, for which interest has not been capitalized or as required in the Loan Agreement, remit to
the Commission for deposit in the Series 2005 B Bond Sinking Fund, an amount equal to 1/6™ of the
amount of interest which will become due on the Series 2005 B Bond on the next ensuing
semiannual interest payment date; provided that, in the event the period to elapse between the date of
such initial deposit in the Series 2005 B Bond Sinking Fund and the next semiannual interest
payment date is less than 7 months, then such monthly payments shall be increased proportionately
to provide, 1 month prior to the next semiannual interest payment date, the required amount of
interest coming due on such date.

(2)  The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously (i) make the principal payments of the Prior Bonds in the amounts
required by the Prior Ordinances for payment of principal of the Prior Bonds; (ii) commencing 13
months prior to the first date of payment of principal of the Series 2005 A Bond, remit to the
Commission for deposit in the Series 2005 A Bond Sinking Fund, an amount equal to 1/12th of the
amount of principal which will mature and become due on the Series 2005 A Bond on the next
ensuing annual principal payment date; provided that, in the event the period to elapse between the
date of such initial deposit in the Series 2005 A Bond Sinking Fund and the next annual principal
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payment date is less than 13 months, then such monthly payment shall be increased proportionately
to provide, 1 month prior to the next annual principal payment date, the required amount of principal
coming due on such date; (iii) commencing 13 months prior to the first date of payment of principal
of the Series 2005 B Bond, remit to the Commission for deposit in the Series 2005 B Bond Sinking
Fund, an amount equal to 1/12™ of the amount of principal which will mature and become due on the
Series 2005 B Bond on the next ensuing annual principal payment date; provided that, in the event
the period to elapse between the date of such initial deposit in the Series 2005 B Bond Sinking Fund
and the next annual principal payment date is less than 13 months, then such monthly payment shall
be increased proportionately to provide, 1 month prior to the next annual principal payment date, the
required amount of principal coming due on such date; and (iv) commencing 3 months prior to the
first date of payment of principal of the Series 2005 C Bond, remit to the Commission for deposit in
the Series 2005 C Bond Sinking Fund, an amount equal to 1/3rd of the amount of principal which
will mature and become due on the Series 2005 C Bond 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 2005 C Bond Sinking Fund and the next quarterly principal payment date is less than
3 months, then such monthly payment shall be increased proportionately to provide,-1 month prior to
the next quarterly principal payment date, the required amount of principal coming due on such date.

3) The Issuer shall next, each month, pay from the Revenue Fund the current
Operatmg Expenses of the System. -

(4) ' The Issuer shall next, on the first day of each month, transfer from the
Revenue Fund and simultaneously, (i) make the reserve account payments into the Reserve Accounts
for the Prior Bonds in the amounts required by the Prior Ordinances; (ii) commencing 13 months
prior to the first date of payment of principal of the Series 2005 A Bond, if not fully funded upon
issuance of the Series 2005 A Bond, remit to the Commission for deposit in the Series 2005 A Bond
Reserve Account, an amount equal to 1/120th of the Series 2005 A Bond Reserve Requirement;
provided that, no further payments shall be made into the Series 2005 A Bond 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 2005 A Bond Reserve Requirement; (iii) commencing 13 months prior to
the first date of payment of principal of the Series 2005 B Bond, if not fully funded upon issuance of
the Series 2005 B Bond, remit to the Commission for deposit in the Series 2005 B Bond Reserve
Account, an amount equal to 1/120th of the Series 2005 B Bond Reserve Requirement; provided
that, no further payments shall be made into the Series 2005 B Bond 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 2005 B Bond Reserve Requirement; and (iv) commencing 3 months prior to the
first date of payment of principal of the Series 2005 C Bond, if not fully funded upon issuance of the

‘Series 2005 C Bond, remit to the Commission for deposit in the Series 2005 C Bond Reserve
-Account, an amount equal to 1/120th of the Series 2005 C Bond Reserve Requirement; provided

that, no further payments shall be made into the Series 2005 C Bond 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 2005 C Bond Reserve Requirement.
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(5) The Issuer shall next, each month, transfer from the Revenue Fund and remit
to the Depository Bank for deposit in the Renewal and Replacement Fund the amount required by the
Prior Ordinances, provided that, so long as the Series 2005 Bonds are outstanding, payments to the
Renewal and Replacement Fund shall equal 2 1/2% of the Gross Revenues each month, exclusive of
any payments for account of any Reserve Account. All funds in the Renewal and Replacement Fund
shall be kept apart from all other funds of the Issuer or of the Depository Bank and shall be invested
and reinvested in accordance with Article VIII hereof. Withdrawals and disbursements may be made
from the Renewal and Replacement Fund for replacements, repairs, improvements or extensions to
the System; provided that, any deficiencies in any Reserve Account, except to the extent such
deficiency exists because the required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the maximum extent required hereof, shall be
promptly eliminated with moneys from the Renewal and Replacement Fund.

Moneys in the Series 2005 A Bond Sinking Fund, the Series 2005 B Bond Sinking
Fund and the Series 2005 C Bond Sinking Fund shall be used only for the purposes of paying
principal of and interest, if any, on the Series 2005 A Bond, the Series 2005 B Bond and the Series
2005 C Bond, respectively, as the same shall become due. Moneys in the Series 2005 A Bond
Reserve Account, the Series 2005 B Bond Reserve Account and the Series 2005 C Bond Reserve
Account shall be used only for the purposes of paying principal of and interest, if any, on the
Series 2005 A Bond, the Series 2005 B Bond and the Series 2005 C Bond, respectively, as the same
shall come due, when other moneys in the Series 2005 A Bond Sinking Fund, the Series 2005 B

‘Bond Sinking Fund and the Series 2005 C Bond Sinking Fund are insufficient therefor, and for no

other purpose.

All investment earnings on moneys in the Series 2005 A Bond Sinking Fund, the
Serles 2005 A Bond Reserve Account, the Series 2005 B Bond Sinking Fund, the Series 2005 B
Bond Reserve Account, the Series 2005 C Bond Sinking Fund and the Series 2005 C Bond 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 2005 Bond Construction
Trust Fund, and following completion of construction of the Project, shall be deposited in the
Revenue Fund and applied in full, first to the next ensuing interest payment, if any, due on the
Series 2005 A Bond, the Series 2005 B Bond and the Series 2005 C Bond, respectively, and then to
the next ensuing principal payment due thereon, all on a pro rata basis.

Any withdrawals from the Series 2005 A Bond Reserve Account, the Series 2005 B
Bond Reserve Account or the Series 2005 C Bond Reserve Account which result in a reduction in
the balance therein to below the respective Reserve Requirements shall be subsequently restored
from the first Gross 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 2005 Bonds are

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

The Issuer shall not be required to make any further payments into the Series 2005 A
Bond Sinking Fund, the Series 2005 A Bond Reserve Account, the Series 2005 B Bond Sinking
Fund, the Series 2005 B Bond Reserve Acéount, the Series 2005 C Bond Sinking Fund or the
Series 2005 C Bond Reserve Account when the aggregate amount of funds therein are at least equal
to the respective aggregate principal amount of the Series 2005 A Bond, the Series 2005 B Bond and
the Series 2005 C Bond issued pursuant to this Bond Legislation then Outstanding and all interest, if
any, to accrue until the maturity thereof.

Interest, principal or reserve payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Prior Bonds, the Series 2005 A
Bond, the Series 2005 B Bond and the Series 2005 C Bond, in accordance with the respective
principal amounts then Outstanding.

The Commission is hereby designated as the fiscal agent for the administration of the
Series 2005 A Bond Sinking Fund, the Series 2005 A Bond Reserve Account, the Series 2005 B-
Bond Sinking Fund, the Series 2005 B Bond Reserve Account, the Series 2005 C Bond Sinking
Fund and the Series 2005 C Bond 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.

Moneys in the Series 2005 A Bond Sinking Fund, the Series 2005 A Bond Reserve
Account, the Series 2005 B Bond Sinking Fund, the Series 2005 B Bond Reserve Account, the
Series 2005 C Bond Sinking Fund and the Series 2005 C Bond Reserve Account shall be invested
and reinvested by the Commission in accordance with Section 8.01 hereof. ‘

The Series 2005 A Bond Sinking Fund, the Series 2005 A Bond Reserve
Account, the Series 2005 B Bond Sinking Fund, the Series 2005 B Bond Reserve Account, the
Series 2005 C Bond Sinking Fund and the Series 2005 C Bond Reserve Account shall be used solely
and only for, and are hereby pledged for, the purpose of servicing the Series 2005 A Bond, the
Series 2005 B Bond and the Series 2005 C Bond, respectively, under the conditions and restrictions
set forth herein.

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

42



C. The Issuer shall on the first day of each month (if the first day is not a
business day, then the first business day of each month) deposit with the Commission the required
interest, principal and reserve account payments and all such payments shall be remitted to the
Commission with appropriate instructions as to the custody, use and application thereof consistent
with the provisions of this Bond Legislation. All remittances made by the Issuer to the Commission
shall clearly identify the fund or account into which each amount is to be deposited. The Issuer shall
also 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 Administrative Fee as set forth in the Schedule Y
attached to the Loan Agreement for the Series 2005 C Bond.

D. The Issuer shall complete the “Monthly Payment Form,” a form of which is
attached to the Loan Agreements 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.

E. The Issuer shall remit from the Revenue Fund to the Commission, the
~ Registrar, the Paying Agent or the Depository Bank, on such dates as the respective parties shall
require, such additional sums as shall be necessary to pay their respective charges and fees then due.
In the case of payments to the Commission under this paragraph, the Issuer shall, if required by the
Authority 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. , , o '

F. The moneys 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 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 hereinabove provided, the deficiency shall be
made up in the subsequent payments in addition to the payments which would otherwise be required
to be made into the funds and accounts on the subsequent payment dates; provided, however, that the
priority of curing deficiencies in the funds and accounts herein shall be in the same order as
payments are to-be made pursuant to this Section 5.03, and the Gross Revenues shall be applied to
such deficiencies before being applied to any other payments hereunder.

H. The Gross Revenues of the System shall only be used for purposes of the
System.
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ARTICLE VI
BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS
Section 6.01. Application of Bond Proceeds. From the moneys received from the

sale of the Series 2005 Bonds, the following amounts shall be first deducted and deposited in the
order set forth below:

A. From the proceeds of the Series 2005 A Bond, there shall first be deposited
with the Commission in the Series 2005 A Bond Sinking Fund, the amount, if any, set forth in the
Supplemental Resolution as capitalized interest.

B. From the proceeds of the Series 2005 B Bond, there shall first be deposited
with the Commission in the Series 2005 B Bond Sinking Fund, the amount, if any, set forth in the
Supplemental Resolution as capitalized interest.

C. From the proceeds of the Series 2005 C Bond, there shall first be deposited
with the Commission in the Series 2005 C Bond Sinking Fund, the amount, if any, set forth in the
Supplemental Resolution as capitalized interest.

. D. . Next, from the proceeds of the Series 2005 A Bdnd, there shall be deposited
with the Commission in the Series 2005 A Bond Reserve Account, the amount, if any, set forth in the
Supplemental Resolution for funding of the Series 2005 A Bond Reserve Account.

E. Next, from the proceeds of the Series 2005 B Bond, there shall be deposited

_ with the Commission in the Series 2005 B Bond Reserve Account, the amount, if any, set forth in the

Supplemental Resolution for funding of the Series 2005 B Bond Reserve Account.

F. Next, from the proceeds of the Series 2005 C Bond, there shall be deposited
with the Commission in the Series 2005 C Bond Reserve Account, the amount, if any, set forth in the
Supplemental Resolqtion for funding of the Series 2005 C Bond Reserve Account.

G. The remaining moneys derived from the sale of the Series 2005 A Bond shall
be deposited with the Depository Bank in the Series 2005 Bond Construction Trust Fund and applied
solely to payment of the costs of the Project in the manner set forth in Section 6.02 hereof and unt11
so expended, are hereby pledged as additional security for the Series 2005 A Bond.

H. The remaining moneys derived from the sale of the Series 2005 B Bond shall
be deposited with the Depository Bank in the Series 2005 Bond Construction Trust Fund and applied
solely to payment of the costs of the Project in the manner set forth in Section 6.02 hereof and until
so expended, are hereby pledged as additional security for the Series 2005 B Bond.

. Asthelssuerreceives advances of the remaining moneys derived from the sale
of the Series 2005 C Bond, such moneys shall be deposited with the Depository Bank in the
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Series 2005 Bond Construction Trust Fund and applied solely to payment of the costs of the Project
in the manner set forth in Section 6.02 hereof and until so expended, are hereby pledged as additional
security for the Series 2005 C Bond.

J. 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 2005 A
Bond and the Series 2005 B Bond shall be expended as approved by the Authority and any remaining
proceeds of the Series 2005 C Bond shall be expended as approved by the BPH.

Section 6.02. Disbursements From Bond Construction Trust Fund.

A. Except as provided in Section 6.01 hereof, disbursements of the proceeds of
the Series 2005 A Bond and the Series 2005 B Bond from the Series 2005 Bond Construction Trust
Fund shall be made only after submission to the Depository Bank of a certificate, signed by an
Authorized Officer and the Consulting Engineers, stating that: -

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

(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.

In case any contract provides for the retention of a portion of the contract price, the
Depository Bank shall disburse from the Series 2005 Bond Construction Trust Fund only the net
amount remaining after deduction of any such portion. All payments made from the Series 2005
Bond Construction Trust Fund shall be presumed by the Depository Bank to be made for the
purposes set forth in said certificate, and the Depository Bank shall not be required to monitor the
application of disbursements from the Series 2005 Bond Construction Trust Fund. The Consulting
Engineers shall from time to time file with the Depository Bank written statements advising the
Depository Bank of its then authorized representative.

After completion of the Project, as certified by the Consulting Engineers, and all
Costs of the Project have been paid, the Depository Bank shall transfer any moneys remaining in the
Series 2005 Bond Construction Trust Fund to the Series 2005 A Bond Reserve Account and the
Series 2005 B Bond Reserve Account, provided, that, no more than 10% of the proceeds from the
sale of the Series 2005 A Bond shall be deposited in the Series 2005 A Bond Reserve Account and
no more than 10% of the proceeds from the sale of the Series 2005 B Bond shall be deposited in the
Series 2005 B Bond Reserve Account, and when such Reserve Accounts are fully funded, shall
return such remaining moneys to the Issuer for deposit in the Revenue Fund. The Issuer shall
thereafter, apply such moneys in full, first to the next ensuing interest payment due on the Series
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2005 A Bond and the Series 2005 B Bond and thereafter to the next ensuing principal payment due
thereon. The Issuer shall expend all proceeds of the Series 2005 A Bond and the Series 2005 B Bond
‘within 3 years of the date of issuance of the Authority’s Bonds, the proceeds of which were used to
make the loan to the Issuer

B. On or before the Closing Date, the Issuer shall have delivered to the BPH a report
listing the specific purposes for which the proceeds of the Series 2005 C Bond will be expended and
the disbursement procedures for such proceeds, including an estimated monthly draw schedule.
Payments for the costs of the Project shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements of the proceeds of the
Series 2005 C Bond from the Series 2005 Bond Construction Trust Fund shall be made only after
submission to and approval from the BPH of the following:

(1)  acompleted and signed “Payment Requisition Form,” a form of which is
attached to the Loan Agreement for the Series 2005 C Bond, in compliance with the Issuer’s
construction schedule, and ‘

_ 2 a certificate, signed by an Authorized Officer and the Consulting Engineers,
stating that: '

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

(b) Each item for which the payment is proposed to be made is or was
necessary in connection with the Project and constitutes a Cost of the Project;

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

Pending such application, moneys in the Series 2005 Bond Construction Trust
Fund, shall be invested and reinvested in Qualified Investments at the written direction of the Issuer.

ARTICLE VII
ADDITIONAL COVENANTS OF‘THE ISSUER

Section 7.01. General Covenants of the Issuer. All the covenants, agreements and
provisions of this Bond Legislation shall be and constitute valid and legally binding covenants of the
Issuer and shall be enforceable in any court of competent jurisdiction by any Registered Owner of the
Series 2005 Bonds. In addition to the other covenants, agreements and provisions of this Bond
Legislation, the Issuer hereby covenants and agrees with the Registered Owner of the
Series 2005 Bonds as hereinafter provided in this Article VII. All such covenants, agreements and
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provisions shall be irrevocable, excépt as provided herein, as long as any of the Series 2005 Bonds or
the interest, if any, thereon is Outstanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The Series 2005 Bonds
shall not be nor constitute an indebtedness of the Issuer within the meaning of any constitutional,
statutory or charter limitation of indebtedness, but shall be payable solely from the funds pledged for
such payment by this Bond Legislation. No Registered Owner of the Series 2005 Bonds shall ever
have the right to compel the exercise of the taxing power of the Issuer to pay the Series 2005 Bonds
or the interest, if any, thereon.

Section 7.03. Bonds Secured by Pledge of Gross Revenues: Lien Position with
respect to Prior Bonds. The payment of the debt service of the Series 2005 A Bond, the
Series 2005 B Bond and the Series 2005 C Bond shall be secured equally and ratably with each other
by a first lien on the Gross Revenues derived from the System on a parity with the lien on the Gross
Revenues in favor of the Registered Owners of the Prior Bonds. The Gross Revenues in an amount
sufficient to pay the principal of and interest, if any, on the Series 2005 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. 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
Agreements. The initial schedule of rates and charges for the services and facilities of the System
shall be as set forth in the water rate ordinance of the Issuer duly enacted on June 17, 2004..

So long as the Series 2005 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 Agreements. In the event the schedule of rates, fees and charges
initially established for the System in connection with the Series 2005 Bonds shall prove to be
insufficient to produce the required sums set forth in this Bond Legislation and the Loan
Agreements, 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 Agreements.

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 the System, except as provided in the
Prior Ordinances. So long as the Series 2005 Bonds are outstanding and except as otherwise required
by law or with the written consent of the Authority and the BPH, 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 then Outstanding, in
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accordance with Article X hereof; provided that, any sale or disposition of the properties of the
System in excess of $100,000 shall require the written consent of the Authority. The proceeds from
any such sale, mortgage, lease or other disposition of the System shall, with respect to-the
Series 2005 Bonds, immediately be remitted to the Commission for deposit in the Sinking Funds,
and, with the written permission of the Authority and the BPH, or in the event the Authority is no
longer a Registered Owner, the Issuer shall direct the Commission to apply such proceeds to the
payment of principal of and interest, if any, on the Series 2005 Bonds. Any balance remaining after
the payment of the Series 2005 Bonds and interest, if any, thereon shall be remitted to the Issuer by
the Commission unless necessary for the payment of other obligations of the Issuer payable out of
the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby
reserves the right to sell, lease or otherwise dispose of any of the property comprising a part of the
System hereinafter determined in the manner provided herein to be no longer necessary, useful or
profitable in the operation thereof. Prior to any such sale, lease or other disposition of such property,
if the amount to be received therefor, together with all other amounts received during the same Fiscal
Year for such sales, leases or other dispositions of such properties, is not in excess of $10,000, the
Issuer shall, by resolution duly adopted, determine that such property comprising a part of the System
is no longer necessary, useful or profitable in the operation thereof and may then provide for the sale
of such property. The proceeds of any such sale shall be deposited in the Renewal and Replacement
Fund. If the amount to be received from such sale, lease or other disposition of said property,
together with all other amounts received during the same Fiscal Year for such sales, leases or other
dispositions of such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer
shall first, determine, upon consultation with a professional engineer, that such 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 remitted by
the Issuer to the Commission for deposit in the appropriate Sinking Funds and shall be applied to the
redemption of Bonds of the last maturities then outstanding at prices not greater than the redemption
price of such Bonds. The payment of such proceeds into the Renewal and Replacement Fund and the
Sinking Funds shall not reduce the amounts required to be paid into such funds by other provisions
of this Bond Legislation.

No sale, lease or other disposition of the properties of the System shall be made by the
Issuer if the proceeds to be derived therefrom, together with all other amounts received during the
same Fiscal Year for such sales, leases or other dispositions of such properties, shall be in excess of
$50,000 and insufficient to pay all Bonds then Outstanding, without the prior approval and consent
in writing of the Registered Owners, 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 Registered Owners 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 Section 7.06 and Section 7.07
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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 2005 Bonds. All obligations issued by the Issuer after the issuance of
the Series 2005 Bonds and payable from the revenues of the System, except such additional parity
Bonds, shall contain an express statement that such obligations are junior and subordinate, as to lien
on, pledge and source of and security for payment from such revenues and in all other respects, to the
Series 2005 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 2005 Bonds, and the interest, if any, thereon, upon any of the
income and revenues of the System pledged for payment of the Series 2005 Bonds and the interest, if
any, thereon in this Bond Legislation, or upon the System or any part thereof.

The Issuer shall give the Authority and the BPH 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 Ordinances shall be applicable.
In addition, no Parity Bonds, payable out of the revenues of the System, shall be issued after the
issuance of the Series 2005 Bonds pursuant to this Bond Legislation, without the prior written
consent of the Authority and the BPH 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 2005 Bonds.

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

So long as the Prior Bonds held by the United States Department of Agriculture are
outstanding, no Parity Bonds shall be issued at any time, unless there has been procured and filed
with the City Clerk — Treasurer 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:

¢)) The Bonds then Outstanding;
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2) Any Parity Bonds theretofore issued pursuant to the provisions
contained in the Bond Legislation 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
Registered Owners 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 held by the
United States Department of Agriculture are no longer outstanding, the following parity requirement -
shall be met:

No Parity Bonds shall be issued at any time, however, unless and until there has been
procured and filed with the City Clerk-Treasurer 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, withinthe
18 months immediately preceding the date of the actual issuance of such Parity Bonds, plus the
estimated average increased annual Net Revenues to be received in each of the 3 succeeding years
after the completion of the improvements to be financed by such Parity Bonds, if any, shall be not
less than 115% of the largest aggregate amount that will mature and become due in any succeeding
~ year for principal of and interest on the following: 4

(1)  The Bonds then Qutstanding;

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

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

The “estimated average increased annual Net Revenues to be received in each of the 3
succeeding years,” as that term is used in the computation provided in the above paragraph, shall
refer only to the increased Net Revenues estimated to be derived from the improvements to be
financed by such Parity Bonds and any increase in rates enacted by the Issuer, the time for appeal of
which shall have expired (without successful appeal) prior to the date of issuance of such Parity
Bonds, and shall not exceed the amount to be stated in a certificate of the Independent Certified
Public Accountants, which shall be filed in the office of the City Clerk-Treasurer prior to the
issuance of such Parity Bonds.

The Net Revenues actually derived from the System during the 12 consecutive month
period hereinabove referred to may be adjusted by adding to such Net Revenues such additional Net
Revenues which would have been received, in the opinion of the Independent Certified Public
Accountants, as stated in a certificate, on account of increased rates, rentals, fees and charges for the
System enacted by the Issuer, the time for appeal of which shall have expired (without successful
appeal) 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
Registered Owners of the Bonds and the Registered Owners of any Parity Bonds subsequently issued
from time to time within the limitations of and in compliance with this section. All Parity Bonds,
regardless of the time or times of their issuance, shall rank equally with respect to their respective
liens on the revenues of the System, and their source of and security for payment from such 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 lien of the Series-2005 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 2005 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 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 BPH, 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 BPH 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 BPH, or their agents and representatives,
to inspect all records pertaining to the operation and maintenance of the System at all reasonable
times following completion of construction of the Project and commencement of operation thereof,
or, if the Project is an improvement to an existing system, at any reasonable time following
commencement of construction.

The Issuer will keep books and records of the System, which shall be separate and

apart from all other books, records and accounts of the Issuer, in which complete and correct entries
shall be made of all transactions relating to the System, and any Registered Owner of the Series 2005
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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 PSC. Separate
control accounting records shall be maintained by the Issuer. Subsidiary records as may be required
shall be kept in the manner and on the forms, books and other bookkeeping records as prescribed by
the 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 Authority and the BPH, or any Registered Owner of the
Series 2005 Bonds, an annual report containing the following:

(A) A statement of Gross Revenues, Operating Expenses, Net Revenues and
Surplus Revenues derived from and relating to the System.

(B) A balance sheet statement showing 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 the Independent Certified Public Accountant in compliance with the
applicable OMB Circular, or any successor thereof, and the Single Audit Act, or any successor
thereof, to the extent legally required, and shall mail upon request, and make available generally, the
report of the Independent Certified Public Accountant, or a summary thereof, to any Registered
Owner of the Series 2005 Bonds and shall submit said report to the Authority and the BPH, or any
Registered Owner of the Series 2005 Bonds. Such audit report submitted to the Authority and the
BPH shall include a statement that notes whether the results of tests disclosed instances of
noncompliance that are required to be reported under government auditing standards and, if they are,
describes the instances of noncompliance and the audited financial statements shall include a
statement that notes whether the Gross 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 Agreements and the Act,
the Issuer has acquired, or shall do all things necessary to acquire, the proposed site of the Project
and shall do, is doing or has done all things necessary to construct the Project in accordance with the
plans, specifications and designs prepared by the Consulting Engineers. All real estate and interests
in real estate and all personal property constituting the Project and the Project site heretofore or
hereafter acquired shall at all times be and remain the property of the Issuer.

The Issuer shall permit the Authority and the BPH, or their agents and representatives,
to enter and inspect the Project site and Project facilities at all reasonable times. Prior to, during and
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after completion of construction and commencement of operation of the Project, the Issuer shall also
provide the Authority and the BPH, 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 BPH with respect to the System pursuant to the Act.

The Issuer shall provide the BPH with all appropriate documentation to comply with
any special conditions established by federal and/or state regulations as set forth in Exhibit E of the
Loan Agreements for the Series 2005 B Bond and the Series 2005 C Bond or as promulgated from
time to time.

Section 7.09. Rates. Prior to the issuance of the Series 2005 Bonds, equitable rates or
charges for the use of and service rendered by the System shall be established all in the manner and
form required by law, and copies of such rates and charges so established will be continuously on file
with the City Clerk-Treasurer, 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. Inorder
to assure full and continuous performance of this covenant, with a margin for contingencies and
temporary unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees -
that the schedule of rates or charges from time to time in effect shall be sufficient (i) to provide for
all Operating Expenses of the System and (ii) to leave a balance each Fiscal Year equal to at least
115% of the maximum amount required in any succeeding Fiscal Year for payment of principal of
and interest, if any, on the Series 2005 Bonds and all other obligations secured by a lien on or
payable from such revenues on a parity with the Series 2005 Bonds; provided that, in the event that
amounts equal to or in excess of the Reserve Requirements are on deposit respectively in the
Series 2005 A Bond Reserve Account, the Series 2005 B Bond Reserve Account, the Series 2005 C
Bond Reserve ~Account and the Reserve Accounts for obligations on a parity with the
Series 2005 Bonds are funded at least at the requirement therefor, such balance each Fiscal Year
need only equal at least 110% of the maximum amount required in any Fiscal Year for payment of
principal of and interest, if any, on the Series 2005 Bonds and all other obligations secured by a lien
on or payable from such revenues on a parity with the Series 2005 Bonds. In any event, the Issuer
shall not reduce the rates or charges for services set forth in the rate ordinance 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 BPH 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 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
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expenditures shall be made until the Issuer shall have approved such finding and recommendation by
aresolution duly adopted. No increased expenditures in excess of 10% of the amount of such budget
shall be made except upon the further certificate of a professional engineer that such increased
expenditures are necessary for the continued operation of the System. The Issuer shall 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, the BPH and any Registered Owner of
the Series 2005 Bonds and shall make available such budgets and all resolutions authorizing
increased expenditures for operation and maintenance of the System at all reasonable times to the
Authority, the BPH and any Registered Owner of the Series 2005 Bonds or anyone acting for and on
behalf of such Registered Owner.

Commencing on the date contracts are executed for the acquisition and construction
of the Project and for 2 years following the completion of the Project, the Issuer shall each month
complete a “Monthly Financial Report,” a form of which is attached to the Loan Agreements, and
forward a copy of such report to the Authority and the BPH 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 Agreements, 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 BPH, the Project is adequate

for the purposes for which it was designed, the funding plan as submitted to the Authority and the
BPH 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 BPH 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 BPH 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 require the Consulting Engineers to submit Recipient As-Built Plans,
as defined in the DWTRF Regulations, to the Issuer within 60 days of the completion of the Project.
The Issuer shall notify the Authority and the BPH in writing of such receipt.

The Issuer shall require the Consulting Engineers to submit the final Operation and
Maintenance Manual, as defined in the DWTRF Regulations, to the Issuer when the Project is 90%
completed. The Issuer shall, at all times, provide operation and maintenance of the System in
compliance with all State and federal standards.

The Issuer shall employ qualified operating personnel properly certified by the State
before the Project is 50% complete and shall retain such a certified operator to operate the System

54



during the entire term of the Loan Agreements. The Issuer shall notify the Authority and the BPH in
writing of the certified operator employed at the 50% completion stage.

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 PSC and other laws of the State of West Virginia.

Whenever any fees, rates, rentals or other charges for the services and facilities of the
System shall remain unpaid for a period of 20 days after the same shall become due and payable, the
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 PSC, rates, rentals and other charges, if not paid, when
due, shall become a lien on the premises served by the System. The Issuer further covenants and
agrees that, it will, to the full extent permitted by law and the rules and regulations promulgated by
the PSC, discontinue and shut off the services of the System to all users of the services of the System
delinquent in payment of charges for the services of the System and will not restore such services of
the System 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 2005 Bonds remain Outstanding, the Issuer will, as an
Operating Expense, procure, carry and maintain insurance with a reputable insurance cartier 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:
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(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) to
protect the interests of the Issuer, the Authority, the prime contractor and all subcontractors as their
respective interests may appear, in accordance with the Loan Agreements, during construction of the
Project on a 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.

(2)  PUBLIC LIABILITY INSURANCE, with limits of not less than $1,000,000
per occurrence to protect the Issuer from claims for bodily injury and/or death and not less than
$500,000 per occurrence from claims for damage to property of others which may arise from the
operation of the System, and insurance with the same limits to protect the Issuer from claims arising
out of operation or ownership of motor vehicles of or for the System.

_ (3)  WORKER'S COMPENSATION COVERAGE FOR ALL EMPLOYEES OF
OR FOR THE SYSTEM ELIGIBLE THEREFOR; AND PERFORMANCE AND PAYMENT 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 the Project in compliance
with West Virginia Code, Section 38-2-39.

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

(5) FLOOD INSURANCE, if the System facilities 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.
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... and the BPH. In the event the Loan Agreements so require, such insurance shall be made payable to

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

the order of the Authority, the Issuer, 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 permitted by the laws of the State and
rules and regulations of the PSC, the Issuer shall require every owner, tenant or occupant of any
- house, dwelling or building intended to be served by the System to connect thereto.

Section 7.17. Completion of Project; Permits and Orders. The Issuer shall
complete the Project as promptly as possible and operate and maintain the System as a
revenue-producing utility in good condition and in compliance with all federal and State requirements
and standards.

The Issuer has obtained all permits required by State and federal laws for the
acquisition and construction of the Project, all orders and approvals from the PSC and the
Infrastructure Council necessary for the acquisition and construction of the Project and the operation
of the System and all approvals for issuance of the Series 2005 Bonds required by State law, with all
requisite appeal periods having expired without successful appeal.

Section 7.18. Compliance with Toan Agreements and Law. The Issuer shall
perform, satisfy and comply with all the terms and conditions of the Loan Agreements.and the Act.

Notwithstanding anything herein to the contrary, the Issuer shall provide the BPH with copies of all
documents submitted to the Authority.

The Issuer shall also comply with all applicable laws, rules and regulations issued
by the Authority, the BPH 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 7.19. Statutory Mortgage Lien. For the further protection of the Registered
Owner of the Series 2005 Bonds, a statutory mortgage lien upon the System is granted and created by
the Act, which statutory mortgage lien is hereby recognized and declared to be valid and binding and
shall take effect immediately upon delivery of the Series 2005 Bonds and shall be on a parity with
the statutory mortgage lien in favor of the Registered Owners of the Prior Bonds.

Section 7.20. [Reserved]

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
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annual audit report, financial statements, related information and notices of changes in usage and
customer base) so that the Authority may comply with the provisions of SEC Rule 15¢2-12 (17 CFR
Part 240). ‘

Section 7.22. Contracts; Public Releases. A. The Issuer shall, simultaneously with
the delivery of the Series 2005 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 Authority and the
BPH for written approval. The Issuer shall obtain the written approval of the Authority and the BPH
before expending any proceeds of the Series 2005 Bonds held in “contingency” as set forth in the
schedule attached to the certificate of the Consulting Engineer. The Issuer shall also obtain the
written approval of the Authority and the BPH before expending any proceeds of the Series 2005
Bonds made available due to bid or construction or project underruns.

C. The Issuer shall list the funding as being provided by the Authority and the
BPH 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.

ARTICLE VIII

INVESTMENTS

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

Any investment shall be held in and at all times deemed a part of the fund or
account in which such moneys were originally held, and the interest accruing thereon and any profit
or loss realized from such investment shall be credited or charged to the appropriate fund or account.
The investments held for any fund or account shall be valued at the lower of cost or then current
market value, or at the redemption price thereof if then redeemable at the option of the holder,
including the value of accrued interest and giving effect to the amortization of discount, or at par if
such investment is held in the “Consolidated Fund.” The Commission shall sell and reduce to cash a
sufficient amount of such investments whenever the cash balance in any fund or account is
insufficient to make the payments required from such fund or account, regardless of the loss on such
liquidation. The Depository Bank 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.
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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 if
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 2005 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 2005 Bonds from gross income for federal income tax purposes.

Section 8.02. Certificate as to Use of Proceeds. The Issuer shall deliver a
certificate as to use of proceeds or other similar certificate to be prepared by nationally recognized
bond counsel relating to restrictions on the use of proceeds of the Series 2005 Bonds as a condition
to issuance of such 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 2005 Bonds as may be necessary
in order to maintain the status of such Bonds as governmental bonds; (ii) that it shall not take, or
permit or suffer to be taken, any action with respect to the Issuer’s use of the proceeds of such Bonds
which would cause any bonds, the interest on which is exempt from federal income taxation under
Section 103(a) of the Code, issued by the Authority or the BPH, as the case may be, from which the
proceeds of such 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 BPH, to ensure compliance with the covenants and agreements set forth in this
Section 8.02, regardless of whether such actions may be contrary to any of the provisions of this
Bond Legislation.

The Issuer shall annually furnish to the Authority bank statements and all investment
information for the funds and accounts related to the proceeds of the Series 2005 Bonds and any
additional information requested by the Authority.

ARTICLE IX
DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of the following events shall constitute an
“Event of Default” with respect to the Series 2005 Bonds:

¢)) If default occurs in the due and punctual payment of the principal of -or
interest, if any, on any Series 2005 Bonds; or

2) If default occurs in the Issuer's observance of any of the covenants,
agreements or conditions on its part relatmg to the Series 2005 Bonds set forth in this Bond
Legislation, any supplemental resolution or in the Series 2005 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 Authority, the Depository Bank, the Registrar, the Paying Agent or the
Registered Owner of the Series 2005 Bonds; or
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(3)  Ifthe Issuer files a petition seeking reorganization or arrangement under the
federal bankruptcy laws or any other applicable law of the United States of America; or

(4)  If default occurs with respect to the Prior Bonds or the Prior Ordinances.

Section 9.02. Remedies. Upon the happening and continuance of any Event of
Default, any Registered Owner of the Series 2005 Bonds may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in particular,
(1) 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, the Loan Agreements 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 Series 2005 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 Series 2005 Bonds, and (v) by action or bill in equity, enjoin any acts in violation of
the Bond Legislation with respect to the Series 2005 Bonds, or the rights of such Registered Owners;
provided that, all rights and remedies of the Registered Owners of the Series 2005 Bonds shall be on
a parity with the Registered Owners of the Prior Bonds.

‘ Section 9.03. Appointment of Receiver. Any Registered Owner of the Series 2005
Bonds may, by proper legal action, compel the performance of the duties of the Issuer under the
Bond Legislation and the Act, including, the completion of the Project, the making and collection of
sufficient rates and charges for services rendered by the System and segregation of the revenues
therefrom and the application thereof. If there be any Event of Default, any Registered Owner shall,
in addition to all other remedies or rights, have the right by appropriate legal proceedings to obtain
the appointment of a receiver to administer the System or to complete the acquisition-and
construction of the Project on behalf of the Issuer, with power to charge rates, rentals, fees and other
charges sufficient to provide for the payment of Operating Expenses of the System, the payment of
the Bonds and-interest and the deposits into the funds and accounts hereby established, and to apply
such rates, rentals, fees, charges or other revenues in conformity with the provisions of this Bond
Legislation and the Act. ‘

The receiver so appointed shall forthwith, directly or by his or her or its agents and
attorneys, enter into and upon and take possession of all facilities of the System and shall hold,
operate and maintain, manage and control the System, and each and every part thereof, and in the
name of the Issuer exercise all the rights and powers of the Issuer with respect to the System as the
Issuer itself might 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
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entry of an order of the court to that effect. Upon any subsequent default, any Registered Owner of
any Bonds shall have the same right to secure the further appointment of a receiver upon any such
subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon him or
her or it, shall be under the direction and supervision of the court making such appointment, shall at
all times be subject to the orders and decrees of such court and may be removed thereby, and a -
successor receiver may be appointed in the discretion of such court. Nothing herein contained shall
limit or restrict the jurisdiction of such court to enter such other and further orders and decrees as
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 System, but the authority of such
receiver shall be limited to the completion of the Project and the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and the
Registered Owners and the curing and making good of any Event of Default with respect thereto
under the provisions of this Bond Legislation, and the title to and ownership of the System shall
remain in the Issuer, and no court shall have any jurisdiction to enter any order or decree permitting
or requiring such receiver to sell, assign, mortgage or otherwise dispose of any assets of the System.

ARTICLE X
PAYMENT OF BONDS

Section 10.01. Payment of Bonds. The Series 2005 Bonds may be prepaid or
redeemed prior to their stated dates of maturity only with the written consent of the Authority and
upon payment of the redemption premium and upon the terms and conditions set forth in the Loan
Agreements. If the Issuer shall pay or there shall otherwise be paid to the Registered Owners of the
Series 2005 Bonds, the principal of, redemption premium and interest due thereon, at the times and
in the manner stipulated therein and in the Loan Agreements and this Bond Legislation, then the
pledge of Gross Revenues and other moneys and securities pledged under this Bond Legislation and
all covenants, agreements and other obligations of the Issuer to the Registered Owners of the
Series 2005 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 2005 Bonds from gross income for federal income tax purposes.

61



ARTICLE XI
MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond Legislation. Prior to the
issuance of the Series 2005 Bonds, this Ordinance may be amended or supplemented in any way by
the Supplemental Resolution. Following issuance of the Series 2005 Bonds, no material
modification or amendment of this Ordinance, or of any ordinance, resolution or order amendatory or
supplemental hereto, that would materially and adversely affect the rights of Registered Owners of
the Series 2005 Bonds shall be made without the consent in writing of the Registered Owners of the
Series 2005 Bonds so affected and then Outstanding; provided, that no change shall be made in the
maturity of the Series 2005 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 Owners thereof. No
amendment or modification shall be made that would reduce the percentage of the principal amount
of the Series 2005 Bonds required for consent to the above-permitted amendments or modifications.
Notwithstanding the foregoing, this Bond Legislation may be amended without the consent of any
Registered Owner as may be necessary to assure compliance with Section 148(f) of the Code relating
to rebate requirements or otherwise as may be necessary to assure the excludability of interest, if any,
on the Series 2005 Bonds from gross income of the Registered Owners thereof.

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

Section 11.03. Severability of Invalid Provisions. If any section, paragraph, clause
or provision of this Ordinance 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 Ordinance, the Supplemental Resolution or the Series 2005 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. Except for the Prior Ordinance, all
ordinances, orders or resolutions and or parts thereof in conflict with the provisions of this Ordinance
are, to the extent of such conflict, hereby repealed; provided that, in the event of any conflict between
this Ordinance and the Prior Ordinance, the Prior Ordinance 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 final enactment and passage of this Ordinance do exist, have happened, have
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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 Mayor, the City Clerk-Treasurer and members of the Governing Body were at all times when
any actions in connection with this Ordinance occurred and are duly in office and duly qualified for
such office.

Section 11.07. Statutory Notice and Public Hearing. Upon adoption hereof, an
abstract of this Ordinance shall be published once a week for 2 successive weeks within a period of
fourteen consecutive days, with at least 6 full days intervening between each publication, in the
Wayne County News, a newspaper of general circulation in the City of Kenova, together with a notice
stating that this Ordinance has been enacted and that the Issuer contemplates the issuance of the
Series 2005 Bonds, and that any person interested may appear before the Governing Body upon a
date certain, not less than 10 days subsequent to the date of the first publication of such abstract of
this Ordinance and notice, and present protests, and that a certified copy of this Ordinance is on file
with the Governing Body for review by interested persons during office hours of the Governing
Body. The Governing Body hereby determines that the abstract of this Ordinance contains sufficient
information as to give notice of the contents hereof. At such hearing, all objections and suggestions
shall be heard and the Governing Body shall take such action as it shall deem proper in the premises.

Section 11.08. Effective Date. This Ordinance shall take effect immediately
following public hearing and final reading hereof.

Passed on First Reading: August 9, 2005
Passed on Second Reading: September 6, 2005

Passed on Final Reading Following Public Hearing: September 15, 2005

PP U2 s i

4 Mayor

[SEA .
}Qf’(//w /// /4//

Clty Clerk-Treasurer
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CERTIFICATION

Certified a true copy of an Ordinance duly enacted by the Council of the City of
Kenova on the 15 day of September, 2005 and effective September 15, 2005.

Dated this 27™ day of September, 2005.

Sy htocs

City@erk—Treasurer
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CITY OF KENOVA
WATER REVENUE BOND (WEST VIRGINIA WATER DEVELOPMENT AUTHORITY),
SERIES 2005 A,
WATER REVENUE BOND (WEST VIRGINIA WATER DEVELOPMENT AUTHORITY),
SERIES 2005 B, AND
WATER REVENUE BOND (WEST VIRGINIA DWTRF PROGRAM),
SERIES 2005 C

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO THE PRINCIPAL
AMOUNTS, DATES, MATURITY DATES, INTEREST RATES,
PAYMENT SCHEDULES, SALE PRICES AND OTHER TERMS OF THE
CITY OF KENOVA WATER REVENUE BOND (WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY), SERIES 2005 A, WATER
REVENUE BOND (WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY), SERIES 2005 B, AND WATER REVENUE BOND (WEST
VIRGINIA DWTRF PROGRAM), SERIES 2005 C; AUTHORIZING AND
APPROVING THE LOAN AGREEMENTS RELATING TO SUCH
BONDS AND THE SALE AND DELIVERY OF SUCH 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 Council (the “Governing Body”) of the City of Kenova (the “Issuer”)
has duly and officially enacted a Bond Ordinance on September 6, 2005, effective September 15,
2005 (the “Bond Ordinance”), entitled:

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN ADDITIONS, BETTERMENTS AND
IMPROVEMENTS TO THE EXISTING PUBLIC WATERWORKS
SYSTEM OF THE CITY OF KENOVA AND THE FINANCING OF THE
COST THEREOF, NOT OTHERWISE PROVIDED, THROUGH THE
ISSUANCE BY THE CITY OF NOT MORE THAN $1,600,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE BOND
(WEST VIRGINIA WATER DEVELOPMENT  AUTHORITY),
SERIES 2005 A, NOT MORE THAN $1,600,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BOND (WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY), SERIES 2005 B, AND NOT
MORE THAN $10,000,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BOND (WEST VIRGINIA DWTRF PROGRAM),
SERIES 2005 C; PROVIDING FOR THE RIGHTS AND REMEDIES OF
AND SECURITY FOR THE REGISTERED OWNERS OF SUCH BONDS;
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AUTHORIZING EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS; APPROVING,
RATIFYING AND CONFIRMING LOAN AGREEMENTS RELATING TO
SUCH BONDS; AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND ADOPTING
OTHER PROVISIONS RELATING THERETO.

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

WHEREAS, the Bond Ordinance provides for the issuance of the Water Revenue
Bond (West Virginia Water Development Authority), Series 2005 A, Water Revenue Bond (West
Virginia Water Development Authority), Series 2005 B, and Water Revenue Bond (West Virginia
DWTRF Program), Series 2005 C, of the Issuer, in the respective aggregate principal amounts not to
exceed $1,600,000, $1,600,000 and $10,000,000 (collectively, the “Bonds” and individually, the
“Series 2005 A Bond”, the “Series 2005 B Bond” and the “Series 2005 C Bond”), and has authorized
the execution and delivery of loan agreements relating to the Series 2005 A Bond and the Series
2005 B Bond, including all schedules and exhibits attached thereto, by and between the Issuer and
the West Virginia Water Development Authority (the “Authority”’), and a loan agreement relating to
the Series 2005 C Bond, including all schedules and exhibits attached thereto, by and between the
Issuer and the Authority, on behalf of the West Virginia Bureau for Public Health (the “BPH”),
(collectively, the “Loan Agreements™), all in accordance with Chapter 8, Article 19 and Chapter 16,
Article 13C and Chapter 22C, Article 1 of the Code of West Virginia, 1931, as amended
(collectively, the “Act™); and in the Bond Ordinance it is provided that the exact principal amounts,
dates, maturity dates, interest rates, payment schedules, sale prices and other terms of the Bonds
should be established by a supplemental resolution, and that other matters relating to the Bonds be
herein provided for;

WHEREAS, the Loan Agreements have been presented to the Issuer at this meeting;

WHEREAS, the Bonds are proposed to be purchased by the Authority pursuant to the
Loan Agreements; and

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the “Supplemental Resolution) be adopted, that the Loan Agreements be
approved and ratified by the Issuer, that the exact principal amounts, dates, maturity dates, interest
rates, payment schedules, sale prices and other terms of the Bonds be fixed hereby in the manner
stated herein, and that other matters relating to the Bonds be herein provided for.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF THE
CITY OF KENOVA, WEST VIRGINIA, AS FOLLOWS:

Section 1. It is hereby found and determined that:



(A) The Notice of Public Hearing and Abstract of Bond Ordinance (the “Notice™)
was duly published in the Huntington Herald-Dispatch, a qualified newspaper of general circulation
in the Issuer, with the first publication thereof being not less than 10 days before the day set by the
Bond Ordinance and the Notice for the public hearing at which interested persons may appear before
the Council and present protests and suggestions and with the last publication thereof being prior to
said date set by the Bond Ordinance and the Notice for the public hearing, and a copy of the
Affidavit of Publication reflecting such publications is incorporated herein by reference;

(B) In accordance with the Bond Ordinance and the Notice, the City Clerk-
Treasurer has maintained in his or her office a certified copy of the Bond Ordinance for review by
interested persons during the regular office hours of such office;

(C)  Incouncil chambers, Kenova Municipal Building, Kenova, West Virginia, on
September 15, 2005, at 7:00 p.m., prevailing time, in accordance with the Bond Ordinance and the
Notice, the Council met for the purpose of hearing protests and suggestions regarding whether the
Bond Ordinance should be put into effect and heard all protests and suggestions with regard thereto;

(D) At the public hearing, no significant reasons were presented that would
require modification or amendment of the Bond Ordinance and no written protest with regard thereto
was filed by 30 percent or more of the freeholders of the Issuer; and

(E)  The Bond Ordinance shall be put into effect as of the date hereof and the
Bonds contemplated thereby shall be issued, all as provided in the Bond Ordinance and this
Supplemental Resolution.

Section 2. Pursuant to the Bond Ordinance and the Act, this Supplemental Resolution
is adopted and there are hereby authorized and ordered to be issued the following bonds of the Issuer:

(A)  Water Revenue Bond (West Virginia Water Development Authority), Series
2005 A, of the Issuer, originally represented by a single Bond, numbered AR-1, in the original
principal amount of $1,500,000. The Series 2005 A Bond shall be dated the date of delivery,
shall finally mature October 1, 2025, and shall bear interest at the rate of 5.05% per annum, payable
semiannually on April 1 and October 1 of each year, commencing April 1, 2006. The principal of
the Series 2005 A Bond shall be payable in annual installments on October 1 of each year,
commencing October 1, 2006, 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 2005 A Bond. The Series 2005 A
Bond shall be subject to redemption upon the written consent of the Authority, 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 2005 A Bond.

(B)  Water Revenue Bond (West Virginia Water Development Authority), Series
2005 B, of the Issuer, originally represented by a single Bond, numbered BR-1, in the original
principal amount of $1,500,000. The Series 2005 B Bond shall be dated the date of delivery, shall
finally mature October 1, 2044, and shall bear interest at the rate of 6.0% per annum, payable

3



semiannually on April 1 and October 1 of each year, commencing April 1, 2006. The principal of
the Series 2005 B Bond shall be payable in annual installments on October 1 of each year,
commencing October 1, 2006, 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 2005 B Bond. The Series 2005 B Bond
shall be subject to redemption upon the written consent of the Authority 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 2005 B Bond.

(C)  Water Revenue Bond (West Virginia DWTRF Program), Series 2005 C, of
the Issuer, originally represented by a single Bond, numbered CR-1, in the original principal amount
of $9,986,213. The Series 2005 C Bond shall be dated the date of delivery, shall finally mature
March 1, 2037, and shall bear no interest. The Series 2005 C Bond shall be subject to an
administrative fee of 1% of the principal amount of the Series 2005 C Bond, payable quarterly on
March 1, June 1, September 1 and December 1 of each year commencing June 1, 2007, as set forth in
the Schedule Y attached to the Loan Agreement. The principal of the Series 2005 C Bond shall be
payable quarterly on March 1, June 1, September 1 and December 1 of each year, commencing June
1, 2007, 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 2005 C Bond. The Series 2005 C Bond shall be subject
to redemption upon the written consent of the Authority and the BPH, 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 2005 C Bond.

Section 3. All other provisions relating to the Bonds and the text of the Bonds
shall be in substantially the forms provided in the Bond Ordinance.

Section 4. The Issuer hereby ratifies, approves and accepts the Loan
Agreements, including all schedules and exhibits attached thereto, copies of which are incorporated
herein by reference, and the execution and delivery of the Loan Agreement by the Mayor, 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 Agreements and in the applications to the Authority and the BPH. The price of the Bonds
shall be 100% of par value, there being no interest accrued thereon.

Section 5. The Issuer hereby appoints and designates United Bank, Inc.,
Charleston, West Virginia, to serve as Registrar (the “Registrar”) for the Bonds under the Bond
Ordinance and approves and accepts 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 Mayor, and the performance of the obligations contained therein, on behalf of the
Issuer, are hereby authorized, directed and approved.

Section 6. The Issuer hereby appoints and designates the West Virginia
Municipal Bond Commission, Charleston, West Virginia (the “Commission”), to serve as Paying
Agent for the Bonds under the Bond Ordinance.



Section 7. The Issuer hereby appoints and designates Fifth Third Bank, Kenova,
West Virginia, to serve as Depository Bank under the Bond Ordinance.

Section 8. Series 2005 A Bond proceeds in the amount of $103,935.00 shall
be deposited in the Series 2005 A Bond Sinking Fund as capitalized interest.

Section 9. Series 2005 A Bond proceeds in the amount of $-0- shall be
deposited in the Series 2005 A Bond Reserve Account.

Section 10.  Series 2005 B Bond proceeds in the amount of $91,269.00 shall be
deposited in the Series 2005 B Bond Sinking Fund as capitalized interest.

Section 11.  Series 2005 B Bond proceeds in the amount of $-0- shall be
deposited in the Series 2005 B Bond Reserve Account.

Section 12.  Series 2005 C Bond proceeds in the amount of $-0- shall be
deposited in the Series 2005 C Bond Sinking Fund as capitalized interest.

Section 13.  Series 2005 C Bond proceeds in the amount of $-0- shall be
deposited in the Series 2005 C Bond Reserve Account.

Section 14.  The remaining proceeds of the Bonds, as advanced from time to time,
shall be deposited in or credited to the Series 2005 Bonds Construction Trust Fund, as received from
time to time for payment of costs of the Project, including costs of issuance of the Bonds.

Section 15.  The Mayor and City Clerk-Treasurer are hereby authorized and
directed to execute and deliver such other documents and certificates required or desirable in
connection with the Bonds hereby and by the Bond Ordinance approved and provided for, to the end
that the Bonds may be delivered to the Authority pursuant to the Loan Agreements on or
about September 27, 2005.

Section 16.  The acquisition and construction of the Project and the
financing thereof 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 17.  The Issuer hereby determines to invest all moneys in the funds and
accounts established by the Bond Ordinance held by the Depository Bank until expended, in money
market accounts secured by a pledge of Government Obligations, and therefore, the Issuer hereby
directs the Depository Bank to invest all moneys in such money market accounts until further
directed in writing by the Issuer. Moneys in the Series 2005 A Bond Sinking Fund, the Series 2005
B Bond Sinking Fund, the Series 2005 C Bond Sinking Fund, the Series 2005 A Bond Reserve
Account, the Series 2005 B Bond Reserve Account and the Series 2005 C Bond Reserve Account
shall be invested by the Commission in the West Virginia Consolidated Fund.



Section 18.  The Issuer hereby approves and accepts all contracts relating to the
financing, acquisition and construction of the Project.

Section 19.  The Issuer hereby approves the costs of issuance and authorizes
the payment of the same.

Section 20.  This Supplemental Resolution shall be effective immediately
following adoption hereof.

Adopted this 15" day of September, 2005.

CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Council of the
City of Kenova on the 15™ day of September, 2005.

Dated this 27" day of September, 2005.

[SEAL] ) K/ [4’ £iess /e/) ZJ{Z fé’ / /

City Cléfk-Treasurer




WEST VIRGINIA

Celebrating 43 Years of Service 1974 - 2017

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CITY OF KENOVA
WATER REVENUE BOND,
SERIES 2017

CONSENT TO ISSUANCE OF PARITY BOND

In reliance upon a certificate of the Issuer's certified public accountant, and the opinion of
Goodwin & Goodwin, LLP, as Bond Counsel, stating that the coverage and parity requirements
have been met, the undersigned duly authorized representative of the West Virginia Water
Development Authority, the registered owner of the (i) City of Kenova, Water Revenue Bond,
Series 2005-A, issued in the original principal amount of $1,500,000; (ii) City of Kenova, Water
Revenue Bond, Series 2005-B, issued in the original principal amount of $1,500,000; and (iii) City
of Kenova, Water Revenue Bond, Series 2005-C, issued in the original principal amount of
$9,986,213 (collectively, the "Prior Bonds"), hereby consents to the issuance of the City of Kenova,
Water Revenue Bond, Series 2017 (the "Series 2017 Bond"), to be issued in the original principal
amount of$1,675,200, by the City of Kenova, under the terms of the Bond Ordinance authorizing
the Series 2017 Bond, on a parity with respect to liens, pledge and source of and security for
payment with the Prior Bonds.

WITNESS my signature as of the 16" day of March, 2017.

WEST VIRGINIA WATER DEVELOPMENT AUTHORITY

By:

1009 Bullitt Street, Charleston, WV 25301
Phone (304) 414-6500 | fax (304)414-0865

www.wvwda.org


http://www.wvwda.org

March 16, 2017

City of Kenova
Kenova, West Virginia

United States Department of Agriculture, Rural Development
Cross Lanes, WV 25313

West Virginia Water Development Authority
Charleston, West Virginia

Re: $1,675,200 City of Kenova
Water Revenue Bond, Series 2017

Ladies and Gentlemen:

We have examined a record of proceedings relating to the issuance by the City of Kenova
(the “Issuer”) of its Water Revenue Bond, Series 2017, in the principal amount of $1,675,200,
bearing interest on the unpaid principal balance from date of delivery at the rate of one and 75/100
percent (1.75%) per annum, and dated on the date hereof (the “Bond”).

The Bond has been authorized by an ordinance (the “Bond Ordinance’) duly enacted by the
City Council of the Issuer, which is the governing body of the Issuer.

Interest only on the Bond is payable in monthly installments for the thirty-six (36) months
after delivery of the Bond and thereafter the principal of and interest on the Bond is payable in
monthly installments of $5,143.00, to and including the 480th month after the date of the Bond, the
final installment to be in the sum of the unpaid principal and interest due on the date thereof.

Principal installments upon the Bond are subject to payment in advance as provided therein
and in the Bond Ordinance.

The Bond Ordinance and the Bond provide that the issue is for the purpose of financing the
costs of construction and acquisition of the improvements and additions to an existing water system
(the “System”) of the Issuer.

Upon issuance of the Bond, the Issuer has outstanding the Prior Bonds, as described in the
Bond Ordinance, which are on a parity as to lien and source of and security for payment with the

Bond.

In rendering this opinion, we have relied, in part, upon the opinion letter of Taylor and Price,
PLLC, attorney to the Issuer, and the combined General Certificate of Issuer and attorney for Issuer.

It is our opinion that:



1. The Issuer is a duly organized and presently existing municipality and is a public
corporation and a political subdivision of the State of West Virginia with full power and authority to
construct, acquire, operate and maintain the System and issue and sell the Bond, all under the
provisions of Chapter 8, Article 19 (the “Act”), of the Code of West Virginia of 1931, as amended,
and other applicable provisions of law.

2. The Issuer, through its Council, has legally and effectively enacted the Bond
Ordinance in connection with the bond issue and issued, sold and delivered the Bond to the Rural
Development.

3. As of this date, the Bond is in due and proper form and has been duly executed and
delivered and constitutes a valid and legally enforceable special obligation of the Issuer secured by
and payable solely from a parity statutory lien with the Bond and the Prior Bonds, as described in
the Bond Ordinance, and a pledge of the Net Revenues of the System, all in accordance with the
terms of the Bond and the Bond Ordinance.

4, The Bond and the interest thereon are, under the Act, exempt from taxation by the
State of West Virginia or any county, municipality, political subdivision or agency thereof.

5. The Bond has not been issued on the basis that the interest thereon is or will be
excluded from the gross income of the owners thereof for federal income tax purposes. We
express no opinion regarding the excludability of such interest from the gross income of the
owners thereof for federal income tax purposes or other federal tax consequences arising with
respect to the Bond.

6. It is to be understood that the rights of the holder of the Bond and the enforceability
of the Bond and the Bond Ordinance, and the liens and pledges set forth therein, may be subject to
and this opinion is limited by bankruptcy, insolvency, reorganization, moratorium and other similar
laws affecting creditors' rights heretofore or hereafter enacted to the extent constitutionally
applicable and that their enforcement may also be subject to the exercise of judicial discretion in
appropriate cases.

We have examined the executed Bond numbered R-1 and in our opinion, the form of said
Bond and its execution are regular and proper.

Respectfully submitted,
Goodwun & Goodwun, LLP

GOODWIN & GOODWIN, LLP




























































CITY OF KENOVA
‘WATER REVENUE BOND
SERIES 2017

ACCEPTANCE OF DUTIES AS DEPOSITORY BANK

United Bank, Inc,, a West Virginia banking corporation, at its office located in
Ceredo, Wayne County, West Virginia, hereby accepts appointment as Depository Bank in
connection with an Ordinance of the City of Kenova (the “City”) duly enacted by the ‘City Council
of the City (the “Council”) and effective on February 16, 2017 (the “Ordinance”), authorizing
issuance by the City of its Water Revenue Bond, Series 201 7, in the aggregate principal amount of
$1,675,200 and agrees to perform all duties of Depository Bank in connection with the Bonds, all as
set forth in the Ordinance. '

‘Witness my signature as of the 1‘6“‘ day of Marich, 2017,

UNITED BANK, INC. /
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