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LAVALETTE PUBLIC SERVICE DISTRICT
RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE PROPERTIES
CONSISTING OF ADDITIONS, IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS SYSTEM OF
LAVALETTE PUBLIC SERVICE DISTRICT, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED
THEREOF, THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN $1,526,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2009 A
(UNITED STATES DEPARTMENT OF AGRICULTURE) AND OF
NOT MORE THAN $843,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE RBONDS, SERIES 2009 B
(UNITED STATES DEPARTMENT OF AGRICULTURE);
DEFINING AND PRESCRIBING THE TERMS AND PROVISIONS
OF THE BONDS; PROVIDING GENERALLY FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE HOLDER OF
THE BONDS; AND PROVIDING WHEN THIS RESOLUTION
SHALL TAKE EFFECT

BE IT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF
LAVALETTE PUBLIC SERVICE DISTRICT:
ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

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

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

A, The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, construct, operate and maintain certain additional public service
properties consisting of additions, improvements and extensions to such existing waterworks facilities
with all appurtenant facilities, within the boundaries of the Issuer to be owned and operated by the
Issuer.
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B. It is deemed essential, convenient and desirable for the health, welfare, safety,
advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is hereby ordered, that
there be acquired and constructed certain additions, improvements and extensions to the existing
waterworks facilities of the Issuer, consisting of construction of waterline extension fo provide service
to approximately 193 residences along County Route 37 in Wayne County, together with all necessary
appurtenant facilities (the “Project™), particularly described in and according to the plans and
specifications prepared by the Consulting Engineer and heretofore filed in the office of the Secretary
of the Public Service Board (the “Governing Body™) of the Issuer. The existing waterworks facilities
of the Issuer, together with the Project and any further additions, improvements or extensions thereto,
are herein called the “System.” The acquisition and construction of the Project and the financing
hereby authorized and provided for are public purposes of the Issuer and are ordered for the purpose of
meeting and serving public convenience and necessity.

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

D. The estimated maximum cost of the acquisition and construction of the
Project is $4,208,000 of which $1,526,000 will be obtained from the proceeds of sale of the
Series 2009 A Bonds; $843,000 will be obtained from the proceeds of sale of the Series 2009 B Bonds
herein authorized; and $1,839,000 as a grant from the Purchaser.

E. The Issuer has heretofore temporarily financed the design and other
preliminary costs of the Project by the issuance of the Waterworks Revenue Design Bonds, Series
2007 A (West Virginia Infrastructure Fund), dated August 28, 2007 in the original aggregate principal
amount of $200,000 (the “Series 2007 A Bonds”).

F. The Series 2007 A Bonds were issued pursuant to a Resolution of the Issuer
dated August 21, 2007 for such purpose (such resolution, as amended and supplemented is herein
called the “Series 2007 A Resolution™)

G. It is deemed necessary and desirable for the Issuer to pay the Series 2007 A
Bonds.

H. It is necessary for the Issuer to issue its Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture) and Water Revenue Bonds, Series 2009 B (United States
Department of Agriculture), in the respective aggregate principal amounts of $1,526,000 and $843,000
(collectively, the “Series 2009 Bonds™), to pay the Series 2007 A Bonds and finance a portion of the
cost of such acquisition and construction in the manner hereinafter provided. The cost of such
acquisition and construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the cost of all property rights, easements and franchises deemed necessary
or convenient therefor and for the improvements and extensions thereto; interest on the Series 2009
Bonds; engineering, fiscal agents and legal expenses; expenses for estimates of costs and revenues;
expenses for plans, specifications and surveys; other expenses necessary or incident to determining the
feasibility or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction of the
properties and the placement of same in operation; provided that, reimbursement to the Issuer for any
amounts expended by it for the repayment of indebtedness incurred for costs of the Project by the
Issuer shall be deemed costs of the Project.
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L The period of usefulness of the System after completion of the Project is not
Jess than 40 years.

1. After payment of the Series 2007 A Bonds, there are outstanding obligations
of the Issuer which will rank on a parity with the Series 2009 Bonds as to liens, pledge and source of
and security for payment being the Issuer’s: (i) Water Revenue Bonds, Series 1972 (United States
Department of Agriculture), dated July 17, 1973, issued in the original aggregate principal amount of
$370,000 (the “Series 1972 Bonds™); (ii) Water Revenue Bonds, Series 2004 A (United Bank, Inc.),
dated April 23, 2004, jssued in the original aggregate principal amount of $533,721 (the “Series 2004
A Bonds™); (iii) Water Revenue Bonds, Series 2006 A (United States Department of Agriculture),
dated February 23, 2006, issued in the original aggregate principal amount of $2,000,000 (the “Series
2006’ A Bonds™); (iv) Water Revenue Bonds, Series 2006 B (United States Department of
Agriculture), dated February 23, 2006, issued in the original aggregate principal amount of $713,000
(the “Series 2006 B Bonds™); and (v) Water Revenue Bonds, Series 2006 C (West Virginia
Infrastructure Fund), dated February 23, 2006, issued in the original aggregate principal amount of
$1,918,050 (the “Series 2006 C Bonds”) (collectively, the “Prior Bonds™). Other than the Prior Bonds,
there are no other outstanding bonds or obligations of the Issuer which rank prior to or on a parity with
the Series 2009 Bonds as to liens, pledge and/or source of and security for payment.

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

K. It is in the best interest of the Issuer that the Series 2009 Bonds be sold to the
Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated April 25, 2006, and
all amendments thereto, if any (collectively, the “Letter of Conditions”).

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

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

Section 1.04. Definitions. In addition to capitalized terms defined elsewhere herein,
the following terms shall have the following meanings herein unless the text otherwise expressly
requires:

“Act” means Chapter 16, Article 13A of the West Virginia Code of 1931, as amended.
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“Bond Legislation” means this Resolution and all resolutions supplemental hereto and
amendatory hereof.

“Bond Registrar” means the Issuer, which shall usually so act by its Secretary.
“Ronds” means, collectively, the Series 2009 Bonds and the Prior Bonds.
“Chairman” means ithe Chairman of the Governing Body.

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

: “Consulting Engineer” means E.L. Robinson, Cross Lanes, West Virginia, or any
qualified engineer or firm of engineers which shall at any time hereafter be retained by the Issuer as

Consulting Engineer for the System.

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

“Depository Bank” means United Bank, Inc., Huntington, Wayne County, West
Virginia, a bank or trust company which is a member of FDIC (herein defined), and its successors and
agsigns.

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

“FDIC” means the Federal Deposit Insurance Corporation.

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

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

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

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

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

“Issuer,” “Borrower” or “District” means Lavalette Public Service District, a public
service district, a public corporation and a 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 25, 2006 and all amendments thereto, if any.
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“Minimum Reserve’” means, as of any date of calculation, the maximum amount of
principal and interest which will become due on the Series 2009 Bonds in the then current or any
succeeding year.

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

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

“Prior Bonds” means, collectively, the Series 1972 Bonds, Series 2004 A Bonds,
Series 2006 A Bonds, Series 2006 B Bonds, and Series 2006 C Bonds.

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

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

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

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

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

(2) Repurchase agreements, fully secured by investments

of the types described in paragraphs (a) through (¢} above, with banks
or national banking associations which are members of FDIC or with
government bond dealers recognized as primary dealers by the
Federal Reserve Bank of New York, provided, that said investments
seeuring said repurchase agreements either must mature as nearly as
practicable coincident with the maturity of said repurchase
apreements 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;

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

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

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

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

“RUS Bonds” means, collectively, the Series 1972 Bonds, Series 2006 A Bonds and
Series 2006 B Bonds.

“Secretary” means the Secretary of the Governing Body.

“Series 1972 Bonds” means the Issuer’s Water Revenue Bonds, Series 1972 (United
States Department of Agriculture), dated July 17, 1973, issued in the original aggregate principal
amount of $370,000,

“Series 2004 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2004 A

(United Bahk, Inc.), dated April 23, 2004, issued in the original aggregate principal amount of
$533,721.

“Series 2006 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2006 A
(United States Department of Agriculture), dated February 23, 2006, issued in the original aggregate
principal amount of $2,000,000.

“Qeries 2006 B Bonds” means the Issuer’s Water Revenue Bonds, Series 2006 B
(United States Department of Agriculture), dated February 23, 2006, issued in the original aggregate
principal amount of $713,000.

“Series 2006 C Bonds” means the Issuer’s Water Revenue Bonds, Series 2006 C
(West Virginia Infrastructure Fund), dated February 23, 2006, issued in the original aggregate
principal amount of $1,918,050.

“Series 2007 A Bonds” means the Issuer’s Waterworks Revenue Design Bonds, Series
2007 A (West Virginia Infrastructure Fund), dated August 28, 2007 issued in the original aggregate
principal amount of $200,000.

“Series 2007 A Resolution” means the resolution authorizing the Series 2007 A
Bonds.

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

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

“Systern” means the complete public waterworks system of the Issuer, presently
existing in its entirety or any integral part thereof, and shall include the Project and any improvements

and extensions thereto hereafter acquired or constructed for the System from any sources whatsoever.

“Tap Fees” means the fees, if any, paid by prospective customers of the System in
order to connect thereto.
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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 corperations; and words importing the
masculine, feminine or neuter gender shall include any other gender; and any requirement for
execution or attestation of the Bonds or any certificate or other document by the Chairman or the
Secretary shall mean that such Bonds, certificate or other document may be executed or attested by an
Acting Chairman or Acting Secretary. \
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ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT AND PAYMENT
OF THE SERIES 2007 A BONDS

Section 2.01.  Authorization of Payment of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the Project, at an
estimated cost of $4,208,000, in accordance with the plans and specifications which have been
prepared by the Consulting Engineers, heretofore filed in the office of the Governing Body.

Section 2.02.  Authorization of Payment of the Series 2007 A Bonds. There is
hereby authorized and ordered the payment in full of the entire outstanding prihcipal of and interest on
the Series 2007 A Bonds on the Closing Date. The cost of which will be paid from the proceeds of the
Series 2009 Bonds. Upon payment of the Series 2007 A Bonds, any funds pledged in favor of the
holders of the Series 2007 A Bonds imposed by the Series 2007 A Resoiution are hereby ordered
terminated, discharged and released.
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ARTICLE 111

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01.  Authorization of Bonds. A. Subject and pursuant to - the
provisions of the Bond Legislation, the Series A Bonds of the Issuer, to be known as “Water Revenue
Bonds, Series 2009 A (United States Department of Agriculture)”, are hereby authorized to be issued
in the aggregate principal amount of $1,526,000, for the purpose of paying the Sertes 2007 A Bonds
and financing the cost of the acquisition and construction of the Project.

‘ B.  Subject and pursuant to the provisions of the Bond Legislation, the Series B
Bonds of the [ssuer, to be known as “Water Revenue Bonds, Series 2009 B (United States Department
of Agriculture)”, are hereby authorized to be issued in the aggregate principal amount of $843,000, for
the purpose of paying the Series 2007 A Bonds and financing the cost of the acquisition and
construction of the Project.

Section 3.02.  Description of Bonds. A. The Series 2009 A Bonds shall be issued in
single form, numbered AR-1, only as a fully registered Bond, and shall be dated the date of delivery
thereof. The Series 2009 A Bonds shall bear interest from the date of delivery, payable monthly at the
rate of 4.5% per annum, and shall be sold for the par value thereof. The said principal and interest
shall be paid in 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 after the date hereof, and $7,005, covering principal and interest,
thereafter on said corresponding day of each month, except that the final installment shall be paid at
the end of 40 years from the date of this Bond.

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

B. The Series 2009 B Bonds shall be issued in single form, numbered BR-1, only as a
fully registered Bond, and shall be dated the date of delivery thereof. The Series 2009 B Bonds shall
bear interest from the date of delivery, payable monthly at the rate of 4.375% per annum, and shall be
sold for the par value thereof. The said principal and interest shall be paid in the following
installments on the following dates: Monthly installments of interest only, commencing 30 days
following delivery of the Bond and continuing on the corresponding day of each month for the first
24 months after the date hereof, and $3,802, covering principal and interest, thereafter on said
corresponding day of each month, except that the final installment shall be paid at the end of 40 years
from the date of this Bond.

The Series 2009 B Bonds shall be subject to prepayment of scheduled monthly

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

Whenever the Series 2009 Bonds shall be surrendered for registration of transfer, the
Issuer shall execute and deliver a new Bond or Bonds in authorized denominations, for a like
aggregate principal amount. The Bond Registrar shall require the payment by the new owner
requesting such transfer of any tax or other governmental charge required to be paid with respect to
such transfer, but the Issuer shall pay any other expenses incurred by the Bond Registrar with respect
to such transfer.

No registration of transfer of the Series 2009 Bonds shall be permitted to be made
after the 15th day next preceding any installment payment date on the Series 2009 Bonds.

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

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

Section 3.05.  Execution of Bonds. The Series 2009 Bonds shall be executed in the
name of the Issuer by the Chairman and its corporate seal shall be affixed thereto and attested by the
Secretary. In case any one or more of the officers who shall have signed or sealed the Series 2009
Bonds shall cease to be such officer of the Issuer before the Series 2009 Bonds so signed and sealed
have been actually sold and delivered, such Bonds may nevertheless be sold and delivered as herein
provided and may be issued as if the person who signed or sealed such Bonds had not ceased to hold
such office. The Series 2009 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.
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Section 3.06. Bonds Mutilated, Destroyed. Stolen or Lost. In case the Series 2009
Bonds shail become mutilated or be destroyed, stolen or lost, the Issuer may in its discretion issue and
deliver a new Bond of like tenor as the Bonds so mutilated, destroyed, stolen or lost, in exchange and
substitution for such mutilated Bonds or in lieu of and substitution for the Bonds destroyed, stolen or
lost, and upon the holder’s furnishing the Issuer proof of his ownership thereof and complying with
such other reasonable regulations and conditions as the Issuer may require. The Series 2009 Bonds so
surrendered shall be canceled and held for the account of the Issuer. If the Series 2009 Bonds shall
have matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the same,
and, if such Bond be destroyed, stolen or lost, without surrender thereof,

Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment of the debt
service of the Series 2009 Bonds shall be secured forthwith by a first lien on the Net Revenues derived
from the System, on a parity with the Prior Bonds. The Net Revenues derived from the System in an
amount sufficient to pay the principal of and interest on the Series 2009 Bonds and the Prior Bonds,
and to make the payments as hereinafter provided, are hereby irrevocably pledged to the payment of
the principal of and interest on the Series 2009 Bonds and the Prior Bonds as the same become due.

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

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

$

No. AR-1 _ - : Date:

FOR VALUE RECEIVED, LAVALETTE PUBLIC ‘SERVICE DISTRICT (herein
called “Borrower”) promises to pay to the order of the United States of America (the “Government”),
or its registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of

(% ), 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 instaliments of interest only,
commencing 30 days following delivery of the Bond and continuing on the corresponding day of each
month for the first 24 months after the date hereof, and § , covering principal and interest,
thereafter on said corresponding day of each month, except that the final installment shall be paid at
the end of 40 years from the date of this Bond, in the sum of the unpaid principal and interest due on
the date thereof, and except that prepayments may be made as provided hereinbelow. The
consideration herefor shall support any agreement modifying the foregoing schedule of payments.

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

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

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

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

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

remitted by the Govermment to the holder on an annual installment due date basis shall be the date of
the prepayment by Borrower and the Government will pay the interest to which the holder is entitled

accruing between the effective date of any such prepayment and the date of the Treasury check to the

holder.

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

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

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

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

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

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

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

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

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended.

CH5002575.1 14



This Bond shall be subject to the present regulations of the Government and to its future regulations
not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE

OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

(D

()

(1)

(IV)

V)

(VD)

WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1572 BONDS™);

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS”);

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A
BONDS”);

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS”),

WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES 2006 C BONDS”); AND

WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT OF

AGRICULTURE), DATED , 2009 ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
b (THE “SERIES 2009 B BONDS”)

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, AND SERIES 2006 C BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture,

the Bonds will be in default should any proceeds of the Bonds be used for a purpose that will
contribute to excessive erosion of highly erodible land or to the conversion of wetlands to produce an
agricultural commodity.

CH35002575.1
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted
hereon and atiested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board
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(Form of)

EXHIBIT A
RECORD QF ADVANCES
AMOUNT DATE AMOUNT DATE
1) 3 ' (19)
(2) (20)
(3) , 21)
(4) (22)
(5) (23)
(6) (24)
(N (25)
(8) (26)
(9) . (27)
(10) (28)
(11) (29)
(12) (30)
(13) €1
(14) (32)
(15) (33)
(16) (34)
(17) (35)
(18) | (36)
TOTAL $
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(Form of Assignment)

ASSIGNMENTT

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

the within Bond and does hereby irrevocably constitute and appoint
, Attorney to transfer the said Bond on the books kept for

registration of the within Bond of the said Issuer with full power of substitution in the premises.

Dated: ‘ »

In the presence of:

CH5002575.1 18



(FORM OF BOND)

UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 B

(UNITED STATES DEPARTMENT OF AGRICULTURE)

$

No. BR-1 o Date:

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein
called “Borrower”) promises to pay to the order of the United States of America (the “Government”),
or its registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other
place as the Government may hereafter designate in writing, the principal sum of

(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 instaliments of interest only,
commencing 30 days foliowing delivery of the Bond and continuing on the corresponding day of each
month for the first 24 months after the date hereof, and § , covering principal and interest,
thereafter on said corresponding day of each month, except that the final installment shall be paid at
the end of 40 years from the date of this Bond, in the sum of the unpaid principal and interest due on
the date thereof, and except that prepayments may be made as provided hereinbelow. The
consideration herefor shall support any agreement modifying the foregoing schedule of payments.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE

OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S:

(VID)

(VIID)

(1X)

(X)

(XI)

(XID)

WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS”),

WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED
APRIL 23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT
OF $533,721 (THE “SERIES 2004 A BONDS”),

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A
BONDS™);

WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS”),

WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES 2006 C BONDS”); AND

WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED , 2009 ISSUED CONCURRENTLY HEREWITH
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF 3 _{(THE
“SERIES 2009 A BONDS”).

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, AND SERIES 2006 C BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture,

the Bonds will be in default should any proceeds of the Bonds be used for a purpose that will
contribute to excessive erosion of highly erodible land or to the conversion of wetlands to produce an
agricultural commodity.

CH5002575.1
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted
hereon and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board

CH5002575.1 22



(Form of)

EXHIBIT A
RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $ . (19
) (20)
3) @ .
4 (22)
() (23)
(6) (24)
(7) (25)
&) (26)
©) (27)
(10) (28)
an 29
(12) (30)
(13) 31
(14) (32)
(15) (33)
(16) (34)
(a7 (35)
(18) (36)
TOTAL $
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(Form of Assignment)

ASSIGNMENT

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

the within Bond and  does hereby  irrevocably  constitute and appoint
. Attorney to transfer the said Bond on the books kept for

registration of the within Bond of the said Issuer with full power of substitution in the premises.

Dated: ,

In the presence of:
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ARTICLE IV

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

Section 4.01 A. Establishment of Funds and Accounts with Depository Bank. The

following special funds or accounts are created (or continued is previously established by Prior

- Resolution) with and shall be held by the Depository Bank, separate and apart from-all other funds or
accounts of the Depository Bank and from each other:

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

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

(3)  Series 2009 Bonds Project Construction Account.

B. Establishment of Funds and Accounts with Commission. The following special funds
of accounts are created (or continued is previously established by Prior Resolution) with and shall be

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

(1)  Series 1972 Bonds Reserve Account (established by Prior Resolution);
(2)  Series 2004 A Bonds Sinking Fund (established by Prior Resolution);
(3)  Series 2004 A Bonds Reserve Account (established by Prior Resolution);
(4)  Series 2006 A Bonds Reserve Account (established by Prior Resolution);
(5)  Series 2006 B Bonds Reserve Account (established by Prior Resolution);
(6)  Series 2006 C Bonds Sinking Fund (established by Prior Resolhtion);
(7)  Series 2006 C Bonds Reserve Account (established by Prior Resolution);
(8)  Series 2009 A Bonds Reserve Account; and

(9)  Series 2009 B Bonds Reserve Account.

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

West Virginia law. Monies in the Series 2009 Bonds Project Construction Account shall be expended
by the Issuer solely for the purposes provided herein.
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Monies in the Series 2009 Bonds Project Construction Account shall be used solely to
pay the cost of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

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

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

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

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

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

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

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

{2)  The Issuer shall next, each month, on or before the due date thereof,
transfer from the Revenue Fund and simultaneously remit (i) to the
National Finance Office the amount required by the Prior Resolutions to
pay the interest on the RUS Bonds; (i) to the holder of the Series 2004 A
Bonds the amount required by Prior Resolution to pay interest on the Series
2004 A Bonds; (iii) to the National Finance Office the amount required to
pay interest on the Series 2009 A Bonds; and (iv) to the National Finance
Office the amount required to pay interest on the Series 2009 B Bonds
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(3)  The Issuer shall next, each month, transfer from the Revenue Fund

and simultaneously, (i) on or before the due date thereof, remit to the
National Finance Office the amount required by the Prior Resolutions to
pay the principal of the RUS Bonds; (ii) to the Commission the amount
required by Prior Resolution to pay the principal of the Series 2006 C
Bonds; (iii) to the holder of the Series 2004 A Bonds the amount required
by the Prior Resolutions to pay the principal on the Series 2004 A Bonds;
(iv) on or before the due date thereof, remit to the National Finance Office,
commencing 24 months following the date of delivery of the Series 2009 A
Bonds, the amount required to amortize the principal of the Series 2009 A
Bonds over the life of the bond; and (v) on or before the due date thereof,
remit to the National Finance Office, commencing 24 months following the
date of delivery of the Series 2009 B Bonds, the amount required to
amortize the principal of the Series 2009 B Bonds over the life of the bond.

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

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

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

Whenever the money.in the Series 2009 B' Bonds ‘Reserve Account shali be
sufficient to prepay the Series 2009 B Bonds in full, it shall be the mandatory duty of the
Issuer, anything to the contrary herein notwithstanding, to prepay the Series 2009 B
Bonds at the earlicst practical date and in accordance with applicable provisions hereof

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

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

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

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

The Series 2009 B Borids Reserve Account shall constitute a trust fund and shall
be used only for the purposes and in the order provided herein, and until so used, the
Purchaser shali have a lien thereon for further securing payment of the Series 2009 B
Bonds and the interest thereon

If on any payment date the Revenues are insufficient to make the payments and
transfers as hereinabove provided, the deficiency shall be made up in the subsequent
payments and transfers in addition to those which would otherwise be required to be
made on the subsequent payment dates.
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Principal, interest or reserve payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Series 2009 Bonds
and the Prior Bonds, in accordance with the respective principal amounts then
QOutstanding,

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

C. CHANGE OF DEPOSITORY BANK. The Issuer may designate another

bank or trust company insured by FDIC as Depository Bank if the Depository Bank
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should cease for any reason to serve or if the Govemning Body determines by resolution
that the Depository Bank or its successor should no longer serve as Depository Bank.
Upon any such change, the Governing Body will cause notice of the change to be sent by
registered or certified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior to delivery of the Series 2009
Bonds, provide evidence that there will be at least 3365 bona fide users upon the System
on completion, in full compliance with the requirements and conditions of the Purchaser.

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

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

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

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

29



ARTICLEY

GENERAL COVENANTS, ETC.

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

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

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

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

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

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

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

(1}  The Bonds Outstanding;

(2)  Any Parity Bonds theretofore issued pursuant to the provisions
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contained in this Resolution then Outstanding; and
(3)  The Parity Bonds than proposed to be issued.

The foregoing limitation may be waived or modified by the written consent of the
Holders of the RUS Bonds, representing 75% of the then-outstanding principal indebtedness. In the
event the foregoing limitation is waived or when the Series 2009 Bonds and the RUS Bonds are no
Jonger outstanding, the following parity requirement shall be met:

So long as the Series 2006 C Bonds are outstanding, no Parity Bonds shall be issued at
any time, unless there has been procured and filed with the Secretary a written statement by the
Independent Certified Public Accountants, reciting the conclusion that the Net Revenues actually
derived, subject to the adjustments hereinafter provided for, from the System during any 12
consecutive months, within the 18 months immediately preceding the date of the actual issuance of
such Parity Bonds, plus the estimated average increased annual Net Revenues expected to be received
in each of the 3 succeeding years after the completion of the improvements to be financed by such
Parity Bonds, if any, shall not be less than 115% of the Jargest aggregate amount that will mature and
become due in any succeeding Fiscal Year for principal of and interest, if any, on the following:

(1)  The Bonds then Outstanding;

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

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

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

The Net Revenues actually derived from the System during the 12-~consecufive-month
period herein above referred to may be adjusted by adding to such Net Revenues such additional Net
Revenues which would have been received, in the opinion of the Independent Certified Public
Accountants, on account of increased rates, rentals, fees and charges for the System adopted by the

Issuer, the time for appeal of which shall have expired prior to issuance of such Parity Bonds.

All covenants and other provisions of this Bond Legislation (except as to details of such
Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and security of the
Holders of the Bonds and the Holders of any Parity Bonds subsequently issued from time to time
within the limitations of and in compliance with this section. All Bonds, regardless of the time or
times of their issuance, shall rank equally with respect to their lien on the revenues of the System and
their source of and security for payment from said revenues, without preference of any Bond over any
other. The Issuer shall compiy 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.
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Parity Bonds shall not be deemed to include bonds, notes, certificates or other obligations
subsequently issued, the lien of which on the revenues of the System is subject to the prior and
superior liens of the Series 2009 Bonds on such revenues. The Issuer shall not issue any obligations
whatsoever payable from revenues of the System, or any pait 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 2009 Bonds.

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

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

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

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

(¢)  Vehicular Public Liability Insurance, in the event the Issuer
owns-or operates any vehicle in the operation of the System, or in the event
that any vehicle not owned by the Issuer is operated at any time or times for
the benefit of the Issuer, with limits of not less than $500,000 for one or
more persons injured or killed in one accident to protect the Issuer from
claims for bodily injury and/or death, and not less than $200,000 to protect
the Issuer from claims for damage to property of others which may arise
from such operation of vehicles, such insurance to be procured prior to
acquisition or commencement of operation of any such vehicle for the
Issuer.
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a parity with the Prior Bonds, which statutory mo
valid and binding and shall take effect immediately

(d)  Workers’ Compensation Coverage for All Employees of the
District Eligible Therefor and Performance and Payment Bonds, such
bonds to be in the amounts of 100% of the construction contract, will be
required of each prime contractor, and such payment bonds have been or
will be filed with the Clerk of the County Commission of said County prior
to commencement of construction of the Project in compliance with
West Virginia Code Section 38-2-39. Workers’ compensation coverage
shall be maintained as required by the laws of the State of West Virginia.

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

(f)  Fidelity Bonds will be provided as to every member of the
Governing Body and as to every officer and employee thereof having
custody of the Revenue Fund or of any revenues or other funds of the
Issuer in such amount as may be requested by the Purchaser from time to
time,

(g) Provided, however, and in tiew of and notwithstanding the
foregoing provisions of this Section, during construction of the Project and
so long as the Series 2009 Bonds are outstanding, the Issuer will carry
insurance and bonds or cause insurance and bonds to be carried for the
protection of the Issuer, and during such construction will require each
contractor and subcontractor to carry insurance, of such types and in such
amounts as the Purchaser may specify, with insurance carriers or bonding
companies acceptabie to the Purchaser.

Section 5.06.  Statutory Mortgage Lien. For the further protection of the Holder of
the Series 2009 Bonds, a statutory mortgage lien upon the System is granted and created by the Act, on
rtgage lien is hereby recognized and declared to be
upon the delivery of the Series 2009 Bonds.

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

“Event of Default™
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(a)  Failure to make payment of any monthly amortization
installment upon the Series 2009 Bonds at the date specified for payment
thereof;

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

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

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

Section 5.09. Fiscal Year; Budget. While the Series 2009 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 I of each year and ending on the following June 30, which
period shall also constitute the budget year for the operation and maintenance of the System. Not later
than 30 days prior to the beginning of each Fiscal Year, the Issuer agrees to adopt the Annual Budget
for the ensuing year, and no expenditures for operation and maintenance expenses of the System in
excess of the Annual Budget shall be made during such Fiscal Year unless unanimously authorized
and directed by the Governing Body. Copies of each Annual Budget shall be delivered to the
Purchaser by the beginning of each Fiscal Year.

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

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

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

Section 5.12.  Books and Records: Audits. The Issuer will keep books and records
of the System, which shall be separate and apart from all other books, records and accounts of the
{ssuer, in which complete and correct entries shall be made of all transactions relating to the System,
and the Purchaser shall have the right at all reasonable times to inspect the System and all records,
accounts and data of the Issuer relating thereto.
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The Issuer shall, at least once a year, cause said books, records and accounts of the
System to be properly audited by an independent competent firm of certified public accountants and
shall mail a copy of such audit report to the Purchaser. The Issuer shall further comply with the Act
with respect to such books, records and accounts.

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

Section 5.14. No Competition. To the extent legally allowable, the Issuer will not
permit competition with the System within its boundaries or within the territory served by it and will
not grant or cause, consent to or allow the granting of any franchise, permit or other authorization for
any person, firm, corporation, public or private body, agency or instrumentality whatsoever to provide
any of the services supplied by the System within the boundaries of the Issuer or within the territory
served by the System.
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ARTICLE V1
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 Commission Order
of the Public Service Commission of West Virginia dated March 20, 2007 in Case No. 07-0202-PWD-
T and are incorporated herein by reference as a part hereof.

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

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

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

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

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

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

MISCELLANEOUS

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

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

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

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

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

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

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

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

Section 7.08.  Effective Time. This Resolution shall take effect immediately upon

its adoption.

[Remainder of Page Intentionally Blank]
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Adopted this 14th day of May, 2009.

LAVALETTE PUBLIC SERVICE DISTRICT

By: P

Iis: Chairman Bt
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board of
LAVALETTE PUBLIC SERVICE DISTRICT on the 14th day of May, 2009.

Dated: May 18, 2009.

- ot AL

Secretary”

05.05.09
509380.00003
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ORIGINAL

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
LAVALETTE PUBLIC SERVICE DISTRICT
SEWER REVENUE BOND, SERIES 2004 A

No. AR-1 $333,721

KNOW ALL MEN BY THESE PRESENTS: That LAVALETTE PUBLIC
SERVICE DISTRICT, 4 public service district, public corporation and political subdivision of
the State of West Virginia in Wayne County of said State (the “Tsswer™), for value received,
hereby prorises to pay, solely from the special funds provided therefor, as hereinafter set forth,
to United Bank, Tnc. (the “Payze”) or registered assigns the sum of FIVE HUNDRED THIRTY-
THRER THOUSAND SEVEN BUNDRED TWENTY-ONE DOLLARS ($533,721), in monthly
installments on the fitst day of each month, commencing May 23, 2004, as set forth on the “Debt
Service Schedule” attached as EXEHIBIT A hereto and incorporated herein by reference, with

intexest on each installeent at the rare of 3.84% per annum. Interest shall be calculated using an
actual day/360-day year.

The principal of and interest on this Bond are paysble in any coin or cuneney
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 United
Bank, Inc., Huntington, West Virginia (the “Paying Agent”). If any payment is made more than
10 days after the due date, the Issuer shall pay a late charge equal to 5% of the principal and
interest then doe, with a minimum of $25 and maxirmum of $250.

This Bond s subject to prepayment witheut penalty in whole or in part at any

time wpon the payment of the outstanding principal and the interest accnied 1o the prepayrent
date.

This Bond is isshed () to pay, together with other junds of the Issuer, a portion of
the costs necessary to make certain improvements and npgrades to the Issver's System and to
pay. certain costs of issmance of this Bond and related costs. [This Bond js issued under the
anthority of and im full complance with the Comstitution and stamites of the State of
West Vixginia, including particularly Chapter 16, Article 13A. of the Code of West, Virginia,
1931, as amended (the “Act™), a Bond Resolution duly adopted by the Tssver as supplemented
and ratified (collsctively, the “Bond Legislation™), and is subject 1o all the terms and conditions
thereof. The Bond Legislation provides for the issuance of addivional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equally and rarably from

and by the funds and revenues and other security provided for this Bond under the Bond
Legislation. '

. This Bong is payable only from and secured by a pledge of the Net Revenues (as
defined in the Bond Lewislation) to be derived from the operation of the System, and from
moneys in any reserve account permitted under the Bond Legislation for this Bond (the “Series
2004 A Bonds Reserve Account™) and unexpended proceeds of this Bond. Such Net Revenues
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shall be sufficient to pay the principal of and interest on all bonds which may be issued purstant
to the Act and which shall be set aside as a special fund hereby pledged for such purpose. This
Bond does not constitute an indebtedness of the Issusr within the meaning of any constitutiondl
or staniory provision or limitation, nor shall the Issuer be obligated to pay the same or the
interest hereon, except from said special fund provided from the Net Revenues, the moneys in
any Series 2004 A Bonds Reserve Account and unexpended proceeds of ‘this Bond. Pursuant 10
the Bond Legislation, the Jssuer has covenanted and agreed to establish and maintain just and
equitable rates and charges for the use of the System and the services rendered thereby, which
shall be sufficient, together with other revenues of the System, to provide for the reasonable
expenses of operation, repair and maintenance of the System, and to leave a balance each year
equal to at least 115% of the maximum amount payable in any year for principal of and interest
on this Bond, and all other obligations secured by a lien on or payable from such revenues on a
parity with this Bond, including the Prior Bonds; provided however, that so long as there exists
in the Seres 2004 A Bonds Reserve Account a0 amount at Jeast equal to the maximwmn amount
of principal and interest which will become due on this Bond in the then cument or any
succeeding year and in the respective reserve accounts established for any other obligations
outstapding on a parity with this Bond, an amount at Jeast equal to the requirernent therefor, such
percentage may be reduced to 110%. The Issuer has entered into certain further covenants with
the registersd owner of this Bond for the terms of which reference is made to the Bond
Legislation. Remedies provided the registersd owner of this Bond ars exclusively as provided in
the Bond Legislation, to which reference is here mads for a detailed description thereof,

THE OBLIGATION EVIDENCED BY THIS BOND IS SUBJECT TO A
BALLOON PAY ON AFRIL 23, 2007, SUBJECT TO THE SETTING OF NEW PAYMENT
TERMS IN COMPLIANCE WITH ATL THEN APPLICABLE LAWS AND REGULATIONS,

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 attomey 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 regisiéred owner or its attomey 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 Uniforz Comipercial Code of the State of West Virginia.

All money teceived 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 the payment of the costs of those certain authorized
jmprovements and upgrades to the system and costs of issuance described in the Bond
Legislation, and thers shall be and hereby is created and granted a len upon such moneys, natl
so applied, in favor of the registered owner of this Bond.

This Bond is hereby designated a “qualified tax-exempt obligation™ within the -
meaning of Section 265(b)3)(B) of the Intexnal Revenue Cods of 1986, as amended. This Bond
js exempt from taxation by the State of West Virginia and the other taxing bodies of the State
under the Act. .



IT IS HEREBRY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be pexformed precedent to and upon the
issuance of this Bopd 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 ovligations
of the JIsener, does not exceed any limit preseribed by the Constitution or statutes of the State of
West Virginja and that a sufficient amount of the Net Revenues of the System has been pledged
to and will be set aside into said special fund by the Issuer for the prompt payment of the
principal of 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 coniract evidenced by this Bond to the same
extent as if weittent fully herein.

IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto affixed and
attested by irs Secretary, and has caused this Bond to be dated as of April 23, 2004,

[SEAL]
@ r gl
: CRalrpersor: <)
ATTES '
e
VAN ANWAW:
Secrefaty N




LAVALETTE PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS,
SERIES 2006 A
(UNITED STATES DEPARTMENT OF AGRICULTURE),
SERIES 2006 B
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LAVALETTE PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC WATERWORKS FACILITIES OF
LAVALETTE PUBLIC SERVICE DISTRICT AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED;
‘THEREOF THROUGH THE ISSUANCE BY THE DISTRICT
OF NOT MORE THAN $2,000,000 IN AGGREGATE
PRINCIPAL AMOUNT- OF WATER REVENUE BONDS,
SERIES 2006 A, NOT MORE THAN §713,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT
OF AGRICULTURE) AND NOT MORE THAN §1,918,050 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 C (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR THERIGHTS
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 THE 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 RESOLVED BY THE PUBLIC SERVICE BOARD OF LAVALETTE

PURBLIC SERVICE DISTRICT:

ARTICLEI

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Resolution. This Resolution (together
with any order or resolution supplemental hereto or amendatory hercof, the “Bond
Legislation) is adopted pursuant to the provisions of Chapter 16, Article 13A and
Chapter 31, Article 15A of the West Virginia Code of 1931, as amended {collectively, the

"Act™), and other applicable provisions of law.

CH74%219.3

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



A.  Lavalette Public Service Disirici {the "Issuer™) is a public service district,
a public corporation and political subdivision of the State of West Virginia in Wayne County
of said State.

B.  The Issuer presently owns and operates & public waterworks system,
However, it is deemed necessary and desirable for the health, safety, advaniage,
convenience, and welfare of the inhabitants of the Issuer that there be acquired and
constructed certain improvements and extensions to the existing public waterworks systern
of the Issuer, consisting of various water line extensions know as the “United States Route
52 North Project”, together with all appurtenant facilities (collectively, the "Project”), which
constitute properties for the diversion, development, pumping, impounding, treatment,
storage, distribution or furnishing of water to or for the public for industrial, public, private
or other uses (the existing public waterworks facilities of the Issuer, the Project and any
further extensions or improvements thereto are herein cailed the “System™), in accordance
with the plans and specifications prepared by the Consulting Engineers, which pians and
specifications have heretofore been filed with the Issuer,

C.  The Issuer intends to permanently finance a poriion 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”) and the United States
Department of Agriculture (the “Purchaser”™) pursuant to the Act,

D.  The estimated revenues to be derived in each year after completion of the
Project [rom the operation of the System will be sufficient to pay alt Operating Expenses of
tie System, the principal of and interest on the Bonds (as hereinafter defined) and payments
into all funds and accounts and other payments provided for herein.

E. It is deemed necessary for the Issner to issue its Water Revenue Bonds
in the total aggregate principal amount of not more than $4,631,030 in three series, being the
Water Revenue Bonds, Series 2006 A (United States Department of Agriculture), in the
aggregate principal amount of not more than $2,000,000 {the “Series 2006 A Bonds™), Water
Revenue Bonds, Series 2006 B (United States Department of Agriculture), in the aggregate
principal amount of not more than $713,000 (the “Series 2006 B” Bonds), and the Water
Revenue Bonds, Series 2006 C (West Virginia Infrastructure Fund), in the aggregate
principal amount of not more than $1,918,030 (the "Series 2006 C Bonds"), to permanently
finance a portion of the costs of acquisition and construction of the Project {collectively; the
“Series 2006 Bonds"). The remaining costs of the Project shall be funded from the sources
set forth in Section 2.01 hereof. Such costs shall be deemned to include the cost of all
property rights, easernents and franchises deemed necessary or convenient therefor; interest,
if any, upon the Series 2006 Bonds prior 1o and during acquisition and construction of the
Project and for a period not exceeding 6 months after completion of acquisition and
construction of the Project; amounts which may be deposited in any Reserve Account (as
hereinafter defined); engineering and legal expenses; expenses for estimates of costs and
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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 (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 2006 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
Issucr for any amounts expended by it for allowabie cosis prior to the issuance of the
Series 2006 Bonds or the repayment of indebtedness incurred by the Issuer for such purposes
shall be deemed Costs of the Project, as hersinafter defined.

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

G.  Itis in the best interests of the Issuer that its Series 2006 A Bonds and
Series 2006 B Bonds be soid o the Purchaser (as hereinafier defined) pursuant to the terms
and provisions of the Letter of Conditions (as hereinafter defined) and its Scries 2006 C
Bonds be sold to the Authority (as hereinafter defined} pursuant to the terms and provisions
of a foan agreement (the “Loan Agreement”) by and between the Tssuer and the Authority,
on behalf of the West Virginia Infrastrctore and Jobs Development Council (the "Councii™),
in form satisfactory to the Issuer, the Authority and the Council, approved hereby if not
previously approved by resolution of the Issuer.

H.  There are cutstanding obiigations of the Issuer which will rank on a parity
with the Series 2006 Bonds as to liens, pledge, source of and security for payment, being the
Issuer’s Water Revenue Bonds, Series 1973, dated Iuly 17, 1973, issued in the original
aggregate principal amount of $370,000 and currently held by the Rural Utilitics Service,
United States Department of Agriculture and the Water Revenue Bonds, Series 2004 A, dated
April 23, 2004, issued in the original aggregate principal amount of $533,721 and currently
held by United Bank, Inc. (collectively, the “Prior Bonds™).

The Series 2006 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 2006 Bonds, the Issuer will obtain a certificate of an
Independent Certified Public Accountant stating that the coverage and parity fests of the Prior
Bonds are met and obtain the writien consent of the Holders of the Prior Bonds to the
issuance of the Series 2006 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.

L The Issuer has complied with all requirements of West Virginia law, the .

Letter of Conditions and the Loan Agreement relating to authorization of the acquisition,
construction and operation of the Project and the System, including, without limitation, the
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imposition of rates and charges and the issuance of the Series 2006 Bonds, or will have so

complied prior to issuance of any thereof, including, the approval of the Project and the

financing thereof by the Council and the obtaining of a certificate of convenience and

necessity and approval of this financing and necessary user rates and charges described herein

from the Public Service Commission of West Virginia by final order, the time for rehearing

and appeal of which will either have expired prior to the issuance of the Series 2006 Bonds
~ or such final order will not be subject to appeal or rehearing.

I The Project has been approved by the Council as required under
Chapter 31, Article 15A of the West Virginia Code of 1931, as amended.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2006 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 Bondholders, and the covenants dnd agreements herein set forth to be
performed by the Issuer shall be for the equal benefit, protection and security of the
Bondholders of any and ali of suck Bonds, all which shalt be of equal rank and without
preference, priority or distinction between any one Bond and any other Bonds and by reason
of priority of issuance or otherwise, except as expressly provided therein and herein.

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

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

" Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser and Registered Owner of the Series 2006 C Bonds, or
any other agency, board or department of the State of West Virginia that succeeds to the
functions of the Authority, acting in its administrative capacity and upon authorization from
the Council under the Act.

“ Authorized Officer" means the Chairman of the Governing Body of the Issuer
or any temporary Chairmnan duly selected by the Governing Body,

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

"Bond Legislation," “Resolution,” “Bond Resolution™ or *Local Act" means

this Bond Resolution and all orders and resolutions supplemental hereto or amendatory
hereof.
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"Bond Registrar” means the Issuer, the Baak or other entity to be designated as
such in this Resolution or the Supplemental Resolution and its successors and assigns.

“Bonds" means, collectively, the Series 2006 A Bonds, the Series 2006 B
Bonds, the Series 2006 C Bonds, and, wherte appropriate, any bonds on a pirity therewith
subsequently authorized to be issued hereunder or by another resolution of the Issuer.

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

“Chairman” means the Chairman of the Governing Body of the Issuer.

"Closing Date” means the date upon which there is an exchange of the
Series 2006 Bonds for all or a portion of the proceeds of the Series 2006 A Bonds and Series
2006 B Bonds from the Purchaser znd for all or a pottion of the proceeds of the Series 2006
C Bonds from the Authority and the Council. :

"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 10 the functions of the Commission.

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

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

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

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

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

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

"PRiscal Year” means each 12-month period beginning on July 1 and ending on
the succeeding June 30.

"Governing Body” means the Public Service Board of the Issuer, as it may now
or hereafter be constituted.

*Goverament 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.

"Grant" means, collectively, all grant monies received by the Issuer for the
Project.

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

"Herein," “hereto” and similar words shall refer to this entire Bond Legislation.
 “Independent Certified Public Accountants” means any certified public
accountant or firm of certified public accountants that shall at any time hereafter be retained
by the Issuer to prepare an independent annual or special sudit of the accounts of the System
or for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.

“Investment Property” means

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

(B) any obligation,

(C) any annvity contract,
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(D) any investment-type property, or

(E) in the case of a bond other than a privale 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 semtence, the term "Investment Property”
does not include any tax-exernpt 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 Lavalette Public Service District, a public service district and
public corporation and political subdivision of the State of West Virginia, in Wayne County,
West Virginia, and, unless the context clearly indicates otherwise, inctudes the Governing
Body of the Issuer.

“Ietter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated May 12, 2004, amended December 9, 2005 thereto, providing for the
purchase of the Series 2006 A and Series 2006 B Bonds from the Issuer by the Purchaser.

"Loan Agreement” means the Loan Agreement heretofore entered, or to be
entered, into between the Issuer and the Authority, on behalf of the Council, providing for
the purchase of the Series 2006 C Bonds from the Issuer by the Authority, the form of which
shall be approved, and the execution and delivery by the Issuer authorized and directed or
ratified by the Suppiemental Resolution.

"Net Proceeds” means the face amount of the Series 2006 Bonds, plus accrued
interest and premium, if any, less originat issue discount, if any, and less proceeds, if any,
deposited in any Reserve Account. For purposes of the Private Business Use limitations set
forth herein, the term Net Proceeds shail include any amounts resulting from the investment
of proceeds of the Series 2006 Bonds, without regard to whethet or not such investment is
made in t2x-exempt obligations.

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

"Nonpurpose [nvestment” means any Investment Property as de fined in Section
148(b) of the Code, that is not a purpose investment.

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

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

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

"Paying Agent” means the Commission or such other entity or authority as may
be designated as a Paying Agent for the Series 2006 B Bonds by the Issuer in the
Supplemental Resolation, ’

“prior Bonds” means the Issuer’s Series 1973 Bonds and Series 2004 A Bonds,
as more particularly described in Section 1.02(H) hereof.

“Prior Resolution” means, collectively, the resolution of the Issuer, as
supplemented, authorizing the Series 1973 Bonds and Series 2004 A Bonds.

*Private Business Use" means use (directly or indirectly) in a trade or business
carried on by any person other than 3 governmental unit; provided that, use as a member of
the general public shall not be taken into account.

“Project” means the Project as described in Section 1.02B hereof.
“pyrchaser” or “Government” means the United States Department of
Agriculture and any successor thereof acting for and on behaif of the United States of

America, which is expected to be the original purchaser and Registered Owner of the
Series 2006 A and Series 2006 B Bonds.
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"Qualified Investments” means and includes any of the following:
(@)  Government Obligations;

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

(cy  Bonds, debentures, notes or other evidences of
indebtedness issued by any of the following agencies: Banks for
Cooperatives; Federal Intermediate Credii Banks; Federal Home
Loan Bank System; Export-fmport Bank of the United States;
Federal Land Banks; Government National Morigage Association;
Tennessee Valiey Authority; or Washington Metropolitan Area
Transit Authority;

(dy  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 ful} faith and credit of
the United States of America;

(¢)  Time accounts (including accounts ev idenced by time
certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC, shaill
be secured by a pledge of Government Obligations, provided, that
said Government Obligations pledged either must mature as neatly
as practicable coincident with the matarity of said time accounts
or must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said time
accounts;

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are
members of FDIC or with government bond dealets recognized
as primary dealers by the Federal Reserve Bank of New York,

g



provided, that said investments securing said repurchase
agreenents either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or mmust 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 agreemnent
shall have a prior perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such
collateral; and such collateral must be free of all claims by third
parties;

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

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

"Registrar” means the Bond Registrar.

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

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

"Reserve Accounts” means, collectively, the respective reserve accounts
¢stablished for the Series 2006 Bonds and the Prior Bonds.

"Reserve Requirement’ means, collectively, the respective amounts required
to be on deposit in the Reserve Accounts.

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

“Secretary” means the Secretary of the Governing Body of the Issuer.
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“Series 2006 Bonds™ means, coilectively, the Series 2006 A Bonds, the Series
2006 B and the Series 2006 C Bonds.

"Series 2006 Bonds Construction Trust Fund” means the Series 2006 Bonds
Construction Trust Fund established by Section 5.01 hereof.

"Series 2006 A Bonds"” means the Water Revenue Bonds, Series 2006 A (United
States Department of Agriculture), of the Issuer, authorized by this Resolution.

*Series 2006 A Bonds Reserve Account" means the Series 2006 A Bonds
Reserve Account established by Section 5.02 hereof. ' ‘

"Series 2006 A Bonds Reserve Requirement” means, as of any date of
calculation, the maximum amount of principal and interest which will become due on the
Series 2006 A Bonds in the then current or any succeeding year,

"Series 2006 B Bonds” means the Water Revenue Bonds, Series 2006 B {United
States Department of Agriculture), of the Yssuer, authorized by this Resolution.

"Series 2006 B Bonds Reserve Account” means the Series 2006 B Bonds
Reserve Account established by Section 5.02 hereof,

"Series 2006 B Bonds Reserve Requirement” means, as of any date of
calculation, the maximum amount of principal and interest which will become due on the
Series 2006 B Bonds in the then current or any succeeding year.

“Garjes 2006 C Bonds" means the Water Revenue Bonds, Series 2006 C (West
Virginia Infrastructure Fund), of the Issuer authorized by this Resolution.

vSeries 2006 C Bonds Reserve Account” means the Series 2006 C Bonds
Reserve Account established by Section 5.02 hereof.

"Series 2006 C Bonds Reserve Requirement” means, as of amy date of
calculation, the maximum amount of principal and interest which will become due on the

Series 2006 C Bonds in the then current or any succeeding year,

"Series 2006 C Bonds Sinking Fund" means the Series 2006 C Bonds Sinking
Fund established by Section 5.02 hereof.

"State" means the State of West Virginia.
"Suppiemental Resolution” means any resolution, ordinance or order of the

Issuer supplementing or amending this Resolution and, when preceded by the article "“the,”
refers specifically to the supplemental tesolution authorizing the sale of the
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Series 2006 Bonds; provided, that any matter intended by this Resolution to be included in
the Supplemental Resolution with respect to the Series 2006 Bonds, and not so included may
be included in another Supplemental Resolution.

"Surplus Revenues” means the Net Revenues not required by the Bond
Legislation to be set aside and held for the payment of or security for the Bonds, inciuding,
without limitation, the Sinking Funds, tie Reserve Accounts and the Renewal and
Replacement Fund. : o ‘

"System” means the complete existing waterworks system of the Issuer and all
waterworks facilities owned by the Issuer and all facilities and other property of every nature,
real or personal, now or hereafter owned, held or used in connection with the waterworks
system; and shall include the Project and any and all exiensions, additions, betterments and
improvements thereto hereafter acquired or constructed for the waterworks 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 Infrastructure Fund® means the West Virginia Infrastructure
Fund established in accordance with Chapter 31, Article 15A, Section 9 of the West Virginia
Code of 1921, as amended and in effect on the date of enactment hereof.

Additional terms and phrases are defined in this Resolution as they are used.
Words importing singular number shall include the plural number in each case and vice versa;
words importing persons shall include firms and corporations; and words importing the
masculine, feminine or-neutral gender shall include any other gender.
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ARTICLE II

AUTHORIZATION OF ACQUISITION ARD CONSTRUCTION
OF THE PROJECT

Section 2.01. Authorization of Acquisition _and Construction of the
Proiect. - There is bereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of not to exceed $5,831,050, in accordance . with the plans and
specifications which have been prepared by the Consuliing Engineers, heretofore filed in the
office of the Governing Body. The proceeds of the Bonds hereby authorized shali 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 Puzchaser, the Authority and the Council.

The cost of the Project is estimated not to exceed $5,831,050, of which not
mmore than $2,000,000 will be obtained from proceeds of the Series 2006 A Bonds, not more
than $713,000 will be obtained from proceeds of the Series 2006 B Bonds, and not more than
$1,918,050 wili be obtained from proceeds of the Series 2006 C Bonds, and approximately
$1,200,000 will be obtained from proceeds of a grant from the Council.

CH745219.3 13



ARTICLE 11

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

Section 3.01. Authorization of Bonds, For the purposes of capitalizing
interest on the Series 2006 Bonds, if any, funding reserve accounts for the Series 2006
Bonds, paying Costs of the Project not otherwise provided for and paying certain costs of
issuance 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 2006 A
Bonds, Series 2006 B Bonds and the Series 2006 C Bonds of the Issuer. The Series 2006 A
Bonds shall be issued as a single bond, designated "Water Revenue Bonds, Series 2006 A
(United States Department of Agriculture),” in the principal amount of not more than
$2,000,000, the Series 2006 B Bonds, shall be issued as a single bond, designated “Water
Revenue Bonds, Seties 2006 B (United States Department of Agriculture)”, in the principal
amount of not more than $713,000 and the Series 2006 C Bonds shall be issued as a single
bond, designated “Water Revenue Bonds, Series 2006 C (West Virginia Infrasiructure
Fund),” in the principal amount of not more than $1,918,030, and each shall have such terms
as set forth hereinafter and in the Supplemental Resolution. The proceeds of the Series 2006
Bonds remaining after funding of the Reserve Accounts (if funded from Bond proceeds} and
capitalizing interest on the Series 2006 Bonds, if any, shall be deposited in or credited w the
Series 2006 Bonds Construction Trust Fund established by Section 5.01 hereof and applied
as set forth in Article VI hereof.

Section 3.02. Terms of Bonds . A. The Series 2006 A Bonds shall be
issued in such principal amounts; shall bear interest at such rate or rates, not exceeding the
then legal maximum rate, payable monthly on such dates; shall mature on guch dates and in
such amounts; and shall be redeemable, in whole or in part, ali as the Issuer shall prescribe
in the Supplemental Resolution or as specifically provided in the Series 2006 A Bond.

B. The Series 2006 B Bonds shall be issued in such principal amounts; shall
bear interest at such rate or rates, not exceeding the then legal maximum rate, payable
monthly on such dates; shall mature on such dates and in such amounts; and shail be
redeemable, in whole or in part, 2ll as the Issuer shall prescribe in the Supplemenial
Resolution or as specifically provided in the Series 2006 B Bond.

C, The Series 2006 C Bonds shall be issued in such principal amounts; shall
bear interest, if any, at such rate or rates, not exceeding the then legal maximum rate,
payable quarterly on such dates; shall mamre on such dates and in such amounts; and shall
be redeemable, in whole or in part, all as the Issuer shall prescribe in the Supplemental
Resolution or as specifically provided in the Loan Agreement. The Series 2006 C Bonds
shall be payable as to principal at the office of the Paying Agent, in any coinl or currency
which, on the dates of payment of principal is legal tender for the payment of public or
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private .debts under the laws of the United States of America, Iunterest, if any, on the
Series 2006 C Bonds shali 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 methed as shall be mutually agreeable so long as the Authority
is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2006 A
Bonds shall initially be issued in the form of a single bond, felly registered to the Purchaser,
with 2 record of advances attached, répresenting the aggregate principal amount of the
Series 2006 A Bonds. The Series 2006 B Bonds shall initially be issued in the form of a
single bond fully registered to the Purchaser with a record of advances attached representing
the aggregate principal amount of the Series 2006 B Bonds. The Series 2006 C B Bonds shall
initially be issued in the form of a single bond, fully registered to the Authority, with a record
of advances and a debt service schedule atrached, representing the aggregate principal amount
of the Series 2006 C Bonds, all as provided in the Supplemental Resolution. The Series 2006
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 principat amount equal o the
amount of said Bonds then Outstanding and being exchanged, with principal instaliments or
maturities, as applicable, corresponding to the dates of payment of principal instaliments of
said Bonds; provided, that neither the Purchaser nor the Authority shall be obligated to pay
any expenses of such exchange.

Subsequent series of Bonds, if any, shall be issued in fully registered form, in
such denominations, dated such dates and bear interest at such rates as determined by a
Supplemental Resolution.

Section 3,03, Execution of Bonds . The Series 2006 Bonds shall be
executed in the name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed
thereto or imprinted thereon and attested by the Secretary. In case any one or more of the
officers who shall have signed or sealed the Series 2006 Bonds shall cease to be such officer
of the Issuer before the Series 2006 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 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, aithough
at the date of such Bonds such person may not have held such office or may not have been
so authorized. ‘

Section 3.04. Bond Registrar; Authentication and Registration. A. The
Tssuer shall be the Bond Registrar with respect 1o the Series 2006 A Bonds and 2006 B Bonds
and will keep or cause to be kept at its office by its agent, sufficient books for the registration
and transfer of the Series 2006 A and Series 2006 B Bonds, and, upon presentation [or such
purpese, the Bond Registrar shall, under such reasonable regulations as it may prescribe,
register the Series 2006 A and Series 2006 B Bonds initially issued pursuant hereto and
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register the transfer, or cause to be registered by its agent, on such bocks, the transfer of the
Series 2006 A and Series 2006 B Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2006 A Bonds and Series 2006 B
Bonds for registration or transfer only if ownership thereof is to be registered in the name of
the Purchaser, an individual (including joint ownership), a corporation, a partnership or a
trust, and only upon receipt of the social security number of each individual, the federal
employer identification number of each corporation or partnership or the social security
numbers of the settlor and beneficiaries of each trust and the federal employer identification
number and date of each trust and the name of the trustee of each trust, and/or such ather
identifying number and information as may be required by law. The Series 2006 A and
Series 2006 B Bonds shali initially be fully registered as to both principal and interest in the
name of the United States of America. So long as the Series 2006 A and Series 2006 B
Bonds shall be registered in the name of the United States of America, the address of the
United States of America for registration purposes shail be Nationa} Finance Office, St.
Louis, Missouri 63103, or such ofiier address as shall be stated in writing to the Issuer by the
United States of America.

B. The Bond Registrar with respect to the Series 2006 C Bonds shall be the
bank or other eniity to be designated ag such in the Supplemental Resolution and its
successors and assigns. No Series 2006 C 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 Regisirar. Any
such exccuted Certificate of Authentication and Registration upon any such Series 2006 C
Bonds shall be conclusive evidence that such Series 2006 C Bonds has been authenticated,
registered and delivered under this Bond Legislation, The Certificate of Authentication and
Registration on any Series 2006 C Bond shall be deemed to have been execuied by the Bond
Registrar if manually signed by an authorized officer of the Bond Registrar, but it shali not
be necessary that the same officer sign the Certificate of Anthentication and Registration on
all of the Series 2006 C Bonds issued hereunder, The provisions of this Section 3.04 relating
to authentication shall not apply to the Series 2006 A or Series 2006 B Bonds,
notwithsranding anything herein to the contrary, '

Section 3.05. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth belaw, the Series 2006 Bonds shall be and

have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder, in accepting the
Series 2006 Bonds shall be conclusively deemed to have agreed that such Bonds shali be and
have all of the qualities and incideats of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder shall further be
conclusively deemed to have agreed that said Bonds shall be incontestable in the hands of a
bona fide holder for value.

CH745229.3 16




So Jong as the Series 2006 Bonds remain outstanding, the Bond Registrar for
the Series 2006 Bonds shall keep and maintain books for the registration and transfer of such
Bonds.

The registered Bonds shal! 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 wansfer satisfactory to
the Bond Registrar duly executed by the registered owner or his duly authorized attorney.

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

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case any
Series 2006 Bond shail become mutilated or be destroyed, stolen or lost, the Issuer may, in
its discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate and
deliver, a new Bond of the same series and of like tenor as the Bonds so mutilated, destroyed,
stolen or lost, in exchange and substitution for such mutilated Bond, upon surrender and
cancelation of such mutilated Bond, or in Heu of and substitution for the Bond destroyed,
stolen or lost, and upon the Holder's furnishing satisfaciory 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
cancelled 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.

Section3.07. Bonds not to be Indebtedness of the Issuer. The Series 2006

Bonds shall not, in any event, be or constituie an indebtedness of the Issuer within the

meaning of any constirutional or stamtory provision or limitation, but shall be payable solely

from the Net Revenues derived from the operation of the System as herein provided. No

holder or holders of the Series 2006 Bonds shall ever have the right to compel the exercise

| of the taxing power of the Issuer to pay the Series 2006 Bonds or the interest, if any,
| thereon.
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Section 3.08, Bonds Secured by Pledge of Net Revenues: Lien Position
with Respect to Prior Bonds. The payment of the debt service of all Series 2006 Bonds shall
“be secured forthwith equally and ratably with each other by a first [ien on the Net Revenues
derived from the System, on a parity with the lien on Net Revenues in favor of the holders
of the Prior Bonds, Such Net Revenues in an amount sufficient to pay the principal of and
interest, if any, on and other payments for the Series 2006 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. A. With respect to the Series 2006 A
and Series 2006 B Bonds, the Chairman is hereby authorized and directed to cause such
Bonds, hereby awarded to the Purchaser pursuant to the Letter of Conditions, to be delivered
1o the Purchaser on the date of delivery.

B. The Issuer shall execute and deliver the Series 2006 C Bonds to the Bond
Registrar, and the Bond Registrar shall authenticate, register and deliver the Series 2006 C
Bonds to the original purchasers upon receipt of the documents set forth below:

(1)  If other than the Authority, a list of the names in
which the Series 2006 C Bonds are to be registered upon original
issuance, together with such taxpayer identification and other
information as the Bond Registrar may reasonably require;

(2) A request and authorization to the Bond Registrar on
behalf of the Issuer, signed by an Authorized Officer, to
authenticate and deliver the Series 2006 C Bonds to the original
purchasers;

(3) An executed and certified copy of the Bond
Legislation;

{4)  An executed copy of the Loan Agreement; and

(5}  The unqualified approving opinion of bond counsel

on the Series 2006 C Bonds.
Section 3.10. Form of Bonds. The text of the Series 2006 A and Series

2006 B Bonds and the Series 2006 € Bonds shall be in substantially the following respective
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 2006 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2006 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-1 Date; February 23, 2006

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (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 such other place as the Government may hereafter designate in writing, the
principal sum of TWO MILLION DOLLARS ($2,000,000), plus interest on the unpaid
principal balance at the rate of 4.375 % per anrum. The said principal and interest shail be
paid in the following installments on the following dates: Monthly installments of interest
only, comunencing 30 days following delivery of this Bond and continuing on the
corresponding day of each month for the first 24 months afier the date herecf, and $9,020.00,
covering principal and interest, thereafter on said corresponding day of each month, except
that the final instaliment shall be paid at the end of 40 years from the date of this Bond in the
sum of the unpaid principal and interest due on the date thereof, and except that prepayments
may be rmade 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 thme 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 dale as
shown on the Record of Advances attached hereto as a part hereof,

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

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

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

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

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere
to finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in ot near its comrmnity 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 acquisition and construction of improvements and extensions to the existing public
waterworks system {the "System*) of the Borrower, is payable solely from the net revenues
to be derived from the operation of the System in the manner provided in the hercinafter
defined Resolution. This Bond does not in any manner constifute an indebtedness of Borrower
within the meaning of any constitufional 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 anthorized in writing, at the office of Borrower, as Bond
Registrar, but only in the manner, subject to the limitations and upon payment of the charges,
if any, provided in the Resolution and upon surrender and cancellation of this Bond. Upon
such transfer a new Bond or Bonds, of authorized denomination or denominations, for the like
principal amount, will be issued to the transferee in exchange herefor.
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This Bond, under the pravisions of the Act, is and has all the qualities and
incidents of a megotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar.

This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 134
of the West Virginia Code, as.amended (the "Act"), and a Reszolution of the Borrower duly
adopted on February 21, 2006, and a Supplemental Resolution of the Borrower duly adopted
on February 21, 2006, authorizing issuance of this Bond (collectively, the “Resolution”).

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from & 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 Joan in sufficient amount o repay the Government.

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

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SQURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE ISSUER’S (1} WATER REVENUE BONDS, SERIES 1973,
DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $370,000 AND CURRENTLY HELD BY THE RURAL UTILITIES
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE AND {2) THE WATER
REVENUE BONDS, SERIES 2004 A, DATED APRIL 23, 2004, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $533,721 AND CURRENTLY
HELD BY UNITED BANK, INC. (COLLECTIVELY, THE “PRIOR BONDS™); AND (3)
WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF §713,000,
AND (4 WATER REVENUE BONDS, SERIES 2006 C {(WEST VIRGINIA
INFRASTRUCTURE FUND), DATED FEBRUARY 23, 2006, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,918,050.

In accordance with fhe requirements of the United States Department of
Agriculture, the Bonds will be in default shouid any proceeds of the Bonds be used for a
purpose that will contribute to excessive erosion of Highly erodible fand or to the conversion
of wetlands to produce an agricultural commodity.
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed
or imprinted hereon and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC SERVICE DISTRICT
{Name of Borrower)

[CORPORATE SEAL]

{Signature of Executive Official)

Chairman

(Title of Executive Offtcial}

5308 Reute 152
(P.O. Box No. or Street Address)

Lavalene, West Virginia 25533
{City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary
(Title of Attesting Official)

+
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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: . 2

In presence of:
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(FORM OF SERIES 2006 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2006 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. BR-1 Date: February 23, 2006

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (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 such other place as the Government may hereafter designate in writing, the
principai sum of SEVEN LHUNDRED AND THIRTEEN THOUSAND DOLLARS
($713,000), plus interest on the unpaid principal balance at the rate of 4.25 % per anoum,
The said principal and interest shall be paid in the following instaliments on the following
dates: Monthly instaliments of interest only, commencing 30 days following delivery of this
Bond and continuing on the corresponding day of each month for the first 24 months after the
date hereof, and $3,159.00, covering principal and interest, thereafter on said corresponding
day of each month, except that the final jnstaliment 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 Borxower and approved by the
Government and interest shall accrue on the amount of each advance from its actual date as
shown on the Record of Advances attached hereto as a part hereof.

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

Prepayments of scheduled instaliments, 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 fo the instaliments last to become due under this Bond and shall not
affect the obligation of Borrower to pay the rernaining instaliments 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 1o the Government as collectton 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 Governmeat, be remitted by the Government to
the holder promptly or, except for final payment, be retained by the Government and remitted
to the holder on either a calendar quarter basis or an annual installment due date basis. The
effective date of every payment made by Borrower, except payments retained and remitted by
the Government o an annual installment due date basis, shali 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 {0 the holder on an annual
installment due date basis shall be the date of the prepayment by Borrower and the
Government will pay the interest to which the holder is entitied accruing between the effective
date of any such prepayment and the date of the Treasury cheek 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 tbe loan evidenced hereby solely for purposes

authorized by the Government.

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere
to finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its comumunity 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 acquisition and construction of improvements and extensions to the existing public
waterworks system (the "System") of the Borrower, is payable solely from the net revenues
to be derived from the operation of the System in the manner provided in the hereinafier
defined Resolution. 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 Bond
Registrar, but only in the manner, subject to the limitztions and vpon payment of the charges,
if any, provided in the Resolution and upon surrender and cancellation of this Bond. Upon
such transfer a new Bond or Bonds, of authorized denomination or denominations, for the like
principal amount, will be issued to the transferee in exchange herefor.
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This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar.

“This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act™), and a Resotution of the Borrower duly
adopted on February 21, 2006, and a Supplemental Resolution of the Borrower duly adopied
on February 21, 2006, authorizing issvance of this Bond (coliectively, the “Resotution™).

If at any time it shall appear to the Government that Borrower may be able to
obtain & loan from a responsible cooperative or private credit source at reasonable rates and
terrns 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 Farmer and Ruzal Developmem Act of 1965, This
Bond shall be subject to the present regulations of the Government and to its future regulations
not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,

PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE ISSUER'S (1) WATER REVENUE BONDS, SERIES 1973,
DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF §$370,000 AND CURRENTLY HELD BY THE RURAL UTILITIES
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE, (2) WATER
_REVENUE BONDS, SERIES 2004 A, DATED APRIL 23, 2004, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $533,721 AND CURRENTLY
HELD BY UNITED BANK, INC. (COLLECTIVELY, THE “PRIOR BONDS™); AND (3)
WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006 ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $2,000,000
AND (4) WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED FEBRUARY 23,2006, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRIN CIPAL AMOUNT OF §$1,918,050.

In accordance with the requirememts of the United States Department of
Agriculture, the Bonds will be in default should any proceeds of the Bonds be used for a
purpose that will contribute to excessive erosion of highly erodible land or to the conversion
of wetlands to produce an agriculmural commodity.
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has
caused this Bond to be executed by its Chairman and jts corporate seal to be hereunto affixed
or imprinted hereon and attested by its Secretary, all as of the date hereinabove writen.

LAVALETTE PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL]
(Signature of Executive Official)

Chairman
(Title of Executive Official)

5308 Route 152
{P.0. Box No. or Street Address)

Lavalerte. West Virginia 25533
(City, State and Zip Code)

ATTEST:

(Signature of Atiesting Official)

Secretary
(Titte of Attesting Official)
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RECORD QOF ADVANCES

AMOUNT _____ DATE AMOUNT DATE

s 19 _$
@2 3 20y 3
3§ Qon 3
@ 3 2§
5y __$ 23) 8
(6) $ 24 %
(0 3 23 %
® __$ (26) 3
©__$% @n 8
a3 28) 8
1y 3 (29§
(12 3 30 3%
(13 __$ GBI §
a4 3 a2 8
(asy % 33 8
(16) % (B4 3
an__ s 353
g $ (36) %

TOTAL 5
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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: 2

In presence of:
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(FORM OF SERIES 2006 C BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2006 C
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. CR-1 $1,518,050

KNOW ALL MEN BY THESE PRESENTS: That on the 23rd day of
Pebruary, 2006, LAVALETTE PUBLIC SERVICE DISTRICT, a public service district and
public 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, o the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the "Authority") or registered assigns the sum of One
Million Nine Hundred Eighteen Thousand and Fifty DOLLARS {$1,918,050), or such lesser
amount as shall have been advanced to the Issuer hereunder and not previously repaid, s set
forth in the “Record of Advances” attached as EXHIBIT A hereto and incorporated herein by
reference, in quarterly instaliments on March 1, June 1, September 1 and December | of each
year, COmmencing 1, , a6 set forth on the "Debt Service Schedule®
attached as EXHIBIT B hereto and incorporated herein by reference.

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

This Bond may. be redeemed prior 1o its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
Infrastruciure and Jobs Development Council (the “Council™), and upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement by and
berween the Issuer and the Authority, on behalf of the Council, dated February 23, 2006.

This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of improvements and extensions to the existing public waterworks system of
the Issuer (the "Project™); and (ii} to pay certain costs of issuance of the Bonds of this Series
(the “Bonds”) and related costs. The existing public waterworks systern of th Issuer, the
Project and any further additions, betierments or improvements thereto are herein called the
"System,” This Bond is issued under the authority of and in full compliance with the

CH749219.3 31



Constitution and statutes of the State of West Virginia, including particularly Chapter 16,
Article 13A and Chapter 31, Article 15A of the West Virginta Code of 1931, as amended
{collectively, the "Act"), a Bond Resolution duly adopted by the Issuer on February 21,
2006, and a Supplemental Resolution duly adopted by the Issuer on February 21, 2006
(coflectively, the "Bond Legislation"), and is subject to all the terms and conditions thereof.
The Bond Legisiation provides for the issuance of additional bonds under certain conditions,
and such bonds would be entitied 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 N ALL
RESPECTS, WITH THE ISSUER’S (1) WATER REVENUE BONDS, SERIES 1973,
DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $370,000 AND CURRENTLY HELD BY THE RURAL UTILITIES
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE, (2) WATER
REVENUE BONDS, SERIES 2004 A, DATED APRIL 23, 2004, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $533,721 AND CURRENTLY
HELD BY UNITED BANK, INC. (COLLECTIVELY, THE “PRIiOR BONDS”™), AND (3)

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006 ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $2,000,000
(THE “SERIES 2006 A BONDS™}, AND (4) WATER REVENUE BONDS, SERIES 2006
B (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 23,
2006 ISSUED CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS™).

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) fo be derived from the operation of the System, on a
parity with the pledge of Net Revenues in favor of the Holders of the Series 2006 A and
Series 2006 B Bonds and the Prior Bonds, and from monies in the reserve account created
under the Bond Legisiation for the Bonds (the "Series 2006 C Bonds Reserve Account"), and
unexpended proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the
principal of and interest, if any, on all bonds which may be issued pursuant to the Act and
which shall be set aside as a special fund hereby pledged for such purpose, This Bond does
ot constitute an indebtedness of the Issuer within the meaning of any constitutional or
stafutory provisions or limitations, nor shall the [ssuer be obligated to pay the same or the
interest, if any, hereon, except from said special fund provided from the Met Revenues, the
monies in the Series 2006 C Bonds Reserve Account and unexpended proceeds of the Bonds.
Pursnant to the Bond Legislation, the Issuer has covenanted and agreed 10 establish and
maintain just and equitable rates and charges for the use of the Systemn and the services
rendered thereby, which shall be sufficient, together with other revenues of the Systemn, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and
to Jeave a balance each year equal to at least 115% of the maximum amount payable in any
year for principal of and interest, if any, on the Bonds, and all other obligations secured by
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a lien on or payable from such revenues on a parity with the Bonds, including the
Series 2006 A Bonds, -the Series 2006 B Bords and the Prior Bonds; provided however, that
s0 long as there exists in the Series 2006 C B Bonds Reserve Account an amount at least
equal to the maximum amount of principal and interest, if any, which will become due 0n
the Bonds in the then current or any succeeding year, and in the respective reserve accounis
established for any other obligations outstanding on a parity with the Bonds, including the
Series 2006 A Bonds, the Series 2006 B Bonds and the Prior Bonds, an amount at least equal
1o the requirement therefor, such percentage may be reduced to 110%. The Issuer has
entered into certain further covenants with the repistered owners of the Bonds for the terms
of which reference is made to the Bond Legistation. Remedies provided the registered
owners of the Bonds are exclusively as provided in the Bond Legislation, to which reference
is here made for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of The Huntington
National Bank, Charleston, West Virginia, as registrar (the “Registrar™), by the registered
owner, or by its atiorney 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 Uniforra Commercial Code of the State of West Virginia.

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

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

IT IS HERERY 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 manmer 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 Constimtion or statutes
of the State of West Virginia and that a sufficient amount of the Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of this Bond.
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All provisions of the Bond Legislation, resolutions and stanites 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.

CH749219.3 34




IN WITNESS WHEREOF, LAVALETTEPUBLIC SERVICE DISTRICT has
caused this Bond to be signed by its Chairman, and its corporate seal to be hereunto affixed
and attested by its Secretary, and has caused this Bond to be dated the date first written
above.

[SEALI]

Chairman

ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2006 C Bonds 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: February 23, 2006.

THE HUNTINGTON NATIONAL BANK,
as Registrar

Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
Qs 19) § |
2 % (20) §
@8 @20 $
4 5 22) &
(5)__$ (23) $
© % (24) $
(8 25) $
® 3 (26) 8
o) _$ 278
(10) § (28) $
an s (29)_$
(12) $ (30) $
(13)_8 315
(14) $ (32) $
(15) 8 @3 $
(16) 5 (34) $
a7n_s (35) §
{18) $ (36) $
TOTAL 5
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitite 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: L2

In the presence of:
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Section 3.11, Sale of Bonds: Approval and Ratification of Execution of
Loan Agreement. A. The Series 2006 A Bonds shall be sold to the Purchaser, pursuant {0
the terms and conditions of the Letter of Conditions. The Letter of Conditions, including
all attachments, are hereby approved and incorporated into this Bond Legislation.

B.  The Series 2006 B Bonds shall be sold to the Purchaser, pursuant (o the
terms and conditions of the Letter of Conditions.

C. The Series 2006 C Bonds shall be sold to the Authority, pursuant {0 the
terms and conditions of the Loan Agreement. If not so authorized by previous ordinance
or resolution, the Chairman is specifically authorized and directed to execute the Loan
Agreement in the form attached hereto as "Exhibit A" and made a part hereof, and the
Secretary is directed to affix the seal of the Issuer, attest the same and deliver the Loan
Agreerent to the Authority, and any such prior execution and delivery is hereby authorized,
approved, ratified and confirmed. The Loan Agreement, including all schedules and
exhibits atrached thereto, are hereby approved and incorporated into this Bond Legistation.

Section 3.12. » Amended Schedule B* Filing . Upon completion of the
acquisition and construction of the Project, the Issuer will file with the Purchaser, the
Authority and the Council 2 schedule, the forms of which will be provided by the Purchaser,
the Authority and the Council, setiing forth the actual costs of the Project and sources of
funds therefor.
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RTICLE LV
(RESERVED]
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ARTICLE YV

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREQF

Section 5.01. Estahlishment of Funds and Accounts with Depository Bank

The following special funds or accounts are hereby created (or continued if previously
established by the Prior Resolution) with and shali be held by the Depository Bank, separate
and apart from ail other funds or accounts of the Depository Bank and the Issuer and from
each other:

(1)  Revenue Fund (established by the Prior Resolution),
(2) Reserve Fund (established by the Prior Resolution);

{3y Renewal and Replacement Fund (established by the Prior
Resolution as the Depreciation Reserve); and

(4)  Series 2006 Bonds Construction Trust Fund.

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

(1)  Series 2006 A Bonds Reserve Account;
(2)  Series 2006 B Bonds Reserve Account;
(3)  Series 2006 C Bonds Sinking Fund; and
(4)  Series 2006 C Bonds Reserve Account.

Section 3,03, Systemn Revenues; Flow of Funds. A. The entire Gross
Revenues derived from the operation of the System shall be deposited upon receipt in the
Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Bond Legisiation and shall be kept separate and distinct from afl other funds of the
Issuer and the Depository Bank and used only for the purposes and in the manner provided
in this Bond Legislation, All revenues at any time on deposit in the Revenue Fund shall be
disposed of only in the foliowing order znd priority:

(1)  The Issuer shall first, each month, pay from the Revenue Fund the \/
Operating Expenses of the System.
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(2)  The Issuer shali next, each month, on or before the due date
thereof, transfer from the Revenue Fund and remit to the National Finance
Office (i) the amount required by the Prior Resolution to pay the interest on the
Prior Bonds; (ii) the amounts required fo pay interest on the Series 2006 A
Bonds, and (ili) the amounts required to pay interest on the Series 2006 B Bonds.

(3)  The Issuer shall next, each month, transfer from the Revenue Fund
and (i} on or before the due date thereof, remit to the National Finance Office
the arnount required by the Prior. Resolution to pay the principal of the Prior
Bonds; and (ii) on or before the due date thereof, remit to the National Finance
Office, commencing 24 months foilowing the date of delivery of the Series
2006 A Bonds, the amount required to amortize the principal of the Series
2006 A Bonds over the life of the bond issue; (iii) on or before the due date
thereof, remit to the National Finance Office, commencing 24 months following
the date of delivery of the Series 2006 B Bonds, the amount required to amnortize
the principal of the Series 2006 B Bonds over the life of the issue and (iv) on the
first day of each month, remit to the Commission, commencing 3 months prior
to the first date of payment of principat of the Series 2006 C Bonds, for deposit
in the Series 2006 C Bonds Sinking Fund, an amount equal to 1/3rd of the
amount of principal which will mature and become due on the Series 2006 C
Bondg on the next ensuing quarterly principal payment date; provided that, in the
event the period to clapse between the date of such initial deposit in the
Series 2006 C Bonds Sinking Func and the next quarterly principal payment date
is less than 3 months, them such monthly payment shall be increased
proporiionately to provide, 1 month prior to the next quarterly principal payment
date, the required amount of principal coming due on such date.

(4)  The Issuer shall next, on the first day of each month, transfer from
{he Revenue Fund and (i) remit to the Commission or Depository Bank, a3
applicable, the amount required by the Prior Resolution fo be deposited in the
Reserve Fund for the Prior Bonds; and (if) remit to the Comumission,
commencing 3 months after the completion of construction of the Project, as
certified by the Consulting Engineers, if not fully funded upon issuance of the
Series 2006 A Bonds, for deposit in the Series 2006 A Bonds Reserve Account,
an amount equal to 10% of the monthly payment amount each month, until the
amount in the Series 2006 A Bonds Reserve Account equals the Series 2006 A
Bonds Reserve Requirement; provided that, no further paymenis shail be made
into the Series 2006 A Bonds Reserve Account when there shall have been
deposited therein, and as long as there shall remnain on deposit therein, an
amount equal to the Series 2006 A Bonds Reserve Requirement;(ili) remit to the
Commission, commencing 3 months after the completion of construction of the
Project, as certified by the Consulting Engineers, if not fully funded upon
issuance of the Series 2006 B Bonds, for deposit in the Series 2006 B Bonds -
Reserve Account, an amount equal to 10% of the monthly payment amount each
month, until the amount in the Series 2006 B Bonds Reserve Account equals the
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Series 2006 B Bonds Reserve Requirernent; provided that, no further payments
shall be made into the Series 2006 B Bonds Reserve Account when there shalt
have been deposited therein, and as long 2s there shall remain on deposit therein,
an amount equal to the Series 2006 B Bonds Reserve Requirement; and {iv)
remit to the Commission, commencing 3 months after the completion of
construction of the Project, as certified by the Consulting Engineers, if not fuily
funded upon issuance of the Series 2006 C Bonds, for deposit in the Series 2006
C Bonds Reserve Account, an amount equal to 1/120th of the Series 2006 C
Bonds Reserve Requirement, until the amount in the Series 2006 C Bonds
Reserve Account equals the Series 2006 C Bonds Reserve Requirement;
provided that, no further payments shall be made into the Series 2006 C Bonds
Reserve Account when there shall have been deposited therein, and as long as
there shall remain on deposit therein, an amount equal fo the Series 2006 C
Bonds Reserve Requirement.

(5)  The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and remit to the Depository Bank for deposit in the Renewal
and Replacement Fund, an amount equal o 2 1/2% of the Gross Revenues each
month, exclusive of any payments for account of amy Reserve Account;
provided, that, as long as the Yssuer’s Series 1573 Bonds remain outstanding, the
[ssuer must accumulate in the Renewal and Replacement Fund the aggregate sum
of $47,000 and maintain such sum therein and shall use the monies therein as
provided by the Prior Resolution, except that any deficiencies in the debt service
payments on the Series 2006 A Bonds and Series 2006 B Bonds shall be payable
from the Renewal and Replacement Fund on a parity with the Prior Bonds. All
funds in the Renewal and Replacement Fund shall be kept apart from afl other
funds of the Issuer or of the Depository Bank and shall be invested and
reinvesied im accordance with Article VI hereof. Withdrawals and
disbursements may be made from the Renewal and Replacerment Fund for
replacernents, repairs, improvesnents ox extensions to the System; provided that,
any deficiencies im any Reserve Accounts {except to the extent such deficiency
exists because the required payments into such account have not, as of the date
of determination of a deficiency, funded such account to the maximum extent
required hereof) shall be promptly eliminated with monies from the Renewal and
Replacement Fund.

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

Monies in the Series 2006 A Bonds Reserve Account shall be used only for the
purpose of paying principal of and interest on the Series 2006 A Bonds as the same shall
come due, when other monies are insufficient therefor, and for no other purpose. Whenever
the monies in the Series 2006 A Bonds Reserve Account shall be sufficient to prepay the
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Series 2006 A Bonds in full, it shall be the mandatory duty of the Issuer, anything fo the
contrary herein notwithstanding, to prepay, at the earliest practical date and in accordance
with applicable provisions hereof, the Series 2006 A Bonds, together with accrued interest
thereon to such prepayment date.

Monies in the Series 2006 B Bonds Reserve Account shail be used only for the
purpose of paying principal of and interest on the Sertes 2006 B Bonds as the same shall
come due, when other monies are insufficient therefor, and for no other purposs. Whenever
the monies in the Series 2006 B Bonds Reserve Account shail be sufficient to prepay the
Series 2006 B Bonds in full, it shall be the mandatory duty of the Issuer, anything to the
contrary herein notwithstanding, to prepay, at the earliest practical date and in accordance
with applicable provisions hereof, the Series 2006 B Bonds, together with accrued interest
thereon to such prepayment date.

Monies in the Series 2006 C Bonds Sinking Fund shall be used only for the
purpose of paying principal of and interest, if any, on the Series 2006 C Bonds as the same
shall become due. Monies in the Series 2006 C Bonds Reserve Account shall be used only
for the purpose of paying principal of and interest, if any, on the Series 2006 C Bonds as
the same shall come due, when other monies in the Series 2006 C Bonds Sinking Fund are
insufficient therefor, and for no other purpose. Whenever the monies in the Series 2006 C
Bonds Reserve Account shall be sufficient to prepay the Series 2006 C Bonds in full, it shall
be the mandatory duty of the Issuer, anything to the contrary herein notwithstanding, to
prepay, at the earJiest practical date and in accordance with applicable provisions hereof, the
Series 2006 C Bonds and accrued interest, if any, thereon to such prepayment date.

All investrment earnings on monies in the Series 2006 A Bonds Reserve Account
(if fully funded), the Series 2006 B Bonds Reserve Account (if fully funded), the Series 2006
C Bonds Sinking Fund and the Series 2006 C Bonds Reserve Account (if fully funded) shall
be remurned, 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 2006 Bonds
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 2006 A Bonds the Series 2006 B Bonds and the Series 2006 C
Bonds, respectively, and then to the next ensuing principal payment due thereon, all on a
pro rata basis.

Any withdrawals from the Serics 2006 A Bonds Reserve Account the Series
2006 B Bonds Reserve Account or the Series 2006 C Bonds Reserve Account which result
in a reduction in the balance of such accounts to below the Series 2006 A Bonds Reserve
Requirement, the Series 2006 B Bonds Reserve Requirement or the Series 2006 C Bonds
Reserve Requirement, respectively, shall.be subsequently restored from the first Net
Revenues available after all required payments have been made in full in the order set forth
above.
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As and when additional Bends ranking on a parity with the Bonds are issued,
provision shall be made for additional payments inte the respective sinking funds sufficient
to pay the interest on such additional parity Bonds and accomplish retirement thereof at
marurity and to accumulate a balance in the respective reserve accounts in an amount equal
to the requirement therefor.

The Tssuer shall not be required to make any further payments into the
Sepies 2006 A Bonds Reserve Account the Series 2006 B Bonds Reserve Account or the
Series 2006 C Bonds Reserve Account when the aggregate amount of funds therein are at
teast equal to the aggregate principal amount of the respective Bonds issued pursuant to this
Bond Legislation then Outstanding and all interest, if any, to accrue until the maturity
thereof.

Principal, interest or reserve payments, whether for a deficiency or otherwise,
shall be made on 4 parity and pro rata, with respect to the Series 2006 A Bonds, the Series
2006 B the Series 2006 C Bonds and the Prior Bonds in accordance with the respective
principal amounts then Outstanding.

The Issuer may designate another bank or trust company insured by FDIC as
Depository Bank if the Depository Bank should cease for any eason to serve ot if the
Governing Body determines by resolution that the Depository Bark 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, the Council
and the Authority.

The Cornmission is hereby designated as the fiscal agent for the administration
of the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Reserve Account,
the Series 2006 C Bonds Sinking Fund and the Series 2006 C Bonds Reserve Account
created hereunder, and all amounis required for such funds shall be remitted to the
Comumission from the Revenue Fund by the Issuer at the times provided herein. If required
by the Purchaser, the Authority or the Council at any time, the lssuer shall make the
necessary arrangements whereby required payments into the sald accounts shall be
autornatically debited from the Revenue Fund and electronically transferred to the

" Comumission on the dates required hereunder.

Monies in the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds
Reserve. Account, the Series 2006 C Bonds Sinking Fund and the Series 2006 C Bonds
Reserve Account shall be invested and reinvesied by the Commission in accordance with
Section 8.01 hereof.

The Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Reserve
Account, the Series 2006 C Bonds Sinking Fund and the Series 2006 C Bonds Reserve
Account, shali be used solely and only for, and are hereby pledged for, the purpose of
servicing the Series 2006 A Bonds the Series 2006 B Bonds and the Series 2006 C Bonds,
respectively, under the conditions and resirictions set forth herein,
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B.  The Issuer shall on the first day of each month (if the first day is not &
business day, then the first business day of each month) remit to the Commission the
required principal, interest and reserve account payments and all such payments shall be
remitted to the Commission with appropriate instructions as fo the custody, use and
application thereof consistent with the provisions of this Bond Legislation.

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

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

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

F.  The monies in excess of the maximum amounts insured by FDIC in any
fund or account 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.  Ifonany monthly payment date e 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
heretn shall be in the same order as payments are to be made pursuant to this Section 5.03,
and the Net Revenues shall be applied to such deficiencies before being applied to anty other
payments hereunder.

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

L The Gross Revenues of the System shall only be used for purposes of the
System.
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L. All Tap Fees shall be deposited by the Issuer, as received, in the Series
2006 Bonds Construction Trust Fund, and following completion of the Project, shall be
deposited in the Revenue Fund and may be used for any lawful purpose of the System.
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ARTICLE VI
BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS
Section 6.01. Application of Bond Proceeds; Pledge of Unexpended Bond

Proceeds. From the monies received from the sale of the Series 2006 Bonds, the following
amounts shall be first deducted and deposited in the order set forth below:

A.  From the proceeds of the Series 2006 A Bonds, there shall be deposited
with the Commission in the Series 2006 A Bords Reserve Account, the amount, if any, set
forth in the Supplemental Resolution for funding the Series 2006 A Bonds Reserve Account.

B.  From the proceeds of the Series 2006 B Bonds, there shall be deposited
with the Commission in the Series 2006 B Bonds Reserve Account, the amount, if any, set
forth in the Supplemental Resolution for funding the Series 2006 B Bonds Reserve Account.

C.  From the proceeds of the Series 2006 C Bonds, there shall be deposited
with the Commission in the Series 2006 C Bonds Reserve Account, the amount, if any, set
forth in the Supplemental Resolution for funding of the Series 2006 C Bonds Reserve
Acgount.

D.  As the Issuer receives advances of the remaining monies derived from
the sale of the Series 2006 A Bonds, such monies shail be deposited with the Depository
Bank in the Series 2006 Bonds Construction Trust Fund and applied solely to payment of
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 2006 A Bonds.

E.  As the Issuer receives advances of the remaining monies derived from
the sale of the Series 2006 B Bonds, such monies shail be deposited with the Depository
Bank in the Series 2006 Bonds Construction Trust Fund and applied solely to payment of
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 2006 B Bonds.

F.  As the Issuer receives advances of the remaining monies derived from
the sale of the Series 2006 C Bonds, such monies shall be deposited with the Depository
Bank in the Series 2006 Bonds Construction Trust Fund and applied solely to payment of
costs of the Project in the manner set forth in Section 6.02 hereof and unii} so expended, are
hereby pledged as additional security for the Series 2006 C Bonds.

G.  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
2006 A Bonds and Series 2006 B Bonds shali be expended as directed by the Purchaser and
any remaining proceeds of the Series 2006 C Bonds shall be expended as directed by the
Council,
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Section 6.02. Disbursements From the Bond Construction Trust Fund,

A.  The proceeds of the Series 2006 A Bonds, and the Series 2006 B Bonds,
in the Series 2006 Bends Construction Trust Fund shall be used solely to pay the cost of
acquisition and construction of the Projectupon vouchers and other documentation approved
by the Purchaser.

B.  The Issuer shalt each month provide the Council with a requisition for
the costs incurred for the Project, together with such documentation as the Council shall
require. Payments of all Costs of the Project from the Series 2006 C Bonds shall be made
monthiy.

Except as provided in Section 6.01 hereof, disbursements of proceeds of the
Series 2006 C Bonds from the Series 2006 Bonds Construction Trust Fund shall be made
only after submission to the Council of a ceriificate, signed by an Authorized Officer and
the Consulting Engineers, stating that:

(i)  Nome of the items for which the payment is proposed
to be made has formed the basis for any disbursement theretofore
, made;

(i)  FEach itern for which the payment is proposed to be
made is or was mecessary in connection with the Project and
constitutes a Cost of the Project;

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

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

The Issuer shall expend all proceeds of the Series 2006 C Bonds within 3 years
of the date of the issuance of the Council’s Bonds, the proceeds of which were used to make
the loan to the Issuer.

Pending such application, monies in the Series 2006 Bonds Construction Trust

Fund shall be invested and reinvested in Qualified Investments at the written direction of the
Issuer,
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ARTICLE VI

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. Genera! Covenants of the Issuer . All the covenants,
agreements and provisions of this Bond Legistation shall be and constitute valid and legaily
binding covenants of the Issuer and shall be enforceable in any court of competent
jurisdiction by any Holder or Holders of the Series 2006 Bonds, In addition to the other
covenants, agreements and provisions of this Bond Legislation, the Issuer hereby covenants
and agrees with she Holders of the Series 2006 Bonds as hereinafier provided in this
Article VII. Al such covenants, agreemerits and provisions shall be irrevecable, except as
provided herein, as long as any of the Series 2006 Bonds or the interest, if any, thereon is
Outstanding and unpald.

Section 7.02. Bonds not o be Indebtedness of the Issuer The Series 2006
Ronds shall not be nor constitute an indebtedness of the Issuer within the meaning of any
constitational, statutory or charter limitation, but shail be payable solely from the funds
pledged for such payment by this Bond Legislation. No Hotder or Holders of any Bonds
shall ever have the right to compel the exercise of the taxing power of the Issuer to pay the
Series 2006 Bonds or the interest, if any, thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues: Lien Position
with Respect {o Prior Bonds, The payment of the debt service of all the Series 2006 Bonds
shall be secured forthwith equally and ratably with each other by a first lien on the Net
Revenues derived from the System, on & parity with the lien on the Net Revenues in favor
of the holders of the Prior Bonds. The Net Revenues in an amount sufficient to pay the
principal of and interest, if any, on the Series 2006 Bonds and the Prior Bonds and to make
the payments inio all funds and accounts and all other payments provided fot in the Bond
Legistation 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 Agreement. The initial schedule of rates and charges for the
services and facilities of the Systern shall be as set forth and approved and described in the
Commission Order of the Public Service Commission of West Virginia entered October 12,
2005, in Case No. 05-0775-PWD-CN, and such rates are hereby adopted, which rates are
incorporated herein by reference as a part hereof,

So long as the Prior Bonds and the Series 2006 Bonds are outstanding, the

Issuer covenants and agrees to fix and collect rates, fees and other charpes for the use of the
System and to take all such actions necessary 10 provide funds sufficient to produce the
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required sums set forth in the Bond Legislation and in compliance with the Loan Agresment.
In the event the schedule of rates and charges initially established for the System in
connection with the Series 2006 Bonds shall prove to be insufficient 10 produce the required
sums set forth in this Bond Legislation and the Loan Agreement, the Issuer hereby covenants
and agrees tha 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 10
provide funds sufficient to produce the required sums set forth in this Bond Legistation and
the Loan Agreement. '

Section 7.05. Sale of the System . So long as the Prior Bonds are
outstanding, the provisions poverning the sale of the System, or any part thereof, shall be
as set forth and described in the Prior Resolution and the Systern may not be sold,
mortgaged, leased or otherwise disposed of unless the Issuer has obtained the written
consent of the Purchaser, the Authority and the Council, as applicable bondhoiders.
Further, so long as the Series 2006 Bonds are outstanding and except as otherwise required
by law, and with the written consent of the Purchaser, the Authority and the Councii, the
System may not be sold, mortgaged, Jeased or otherwise disposed of, except as a whole, or
substantially as a whole, and only if the net proceeds to be realized shall be sufficient to fully
pay all the Bonds Outstanding in accordance with Article X hereof. The proceeds from any
such sale, mortgage, lease or other disposition of the System shall, with respect to the
Series 2006 A, and the Series 2006 B Bonds, immediately be remiited to the National
Finance Office, and with respect to the Series 2006 C Bonds, immediately be remitted to the
Commission for deposit in the Series 2006 C Bonds Sinking Fund, and, with the written
consent of the Purchaser, the Authority and the Council, the Issuer shall direct the National
Finance Office and the Commission to apply such proceeds to the payment of principal of
and interest, if any, on the Series 2006 Bornds. Any balance remaining after the payment
of al} the Series 2006 Bonds and imterest, if any, thereon shall be remitted to the Issuer
uniess necessary for the payment of other obligations of the Issuer payable out of the
revenues of the Sysiem.

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 & 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 ail
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 & 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 $10,0C0 but
not in excess of $50,000, the Issuer shall first, in writing, determine upon consultation with
a professional engineer that such property comprising a part of the System is no longer

CH749219.3 52




necessary, useful or profitable in the operation thereof and may then, if it be so advised, by
resolution duly adopted, authorize suck sale, lease or other disposition of such property upon
public bidding in accordance with the laws of the State. The proceeds of any such sale shall
be deposited in the Renewal and Replacement Fund. Payment of such proceeds into the
Renewal and Replacement Fund shall not reduce the amounts required to be paid into such
fund 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, fogether with all other amounis
received during the same Fiscal Year for such sales, leases, or other digpositions of such
properties, shall be in excess of $50,000 and insufficient {o pay all Bonds then Outstanding
without the prior approval and consent in writing of the Holders of the Bonds then
Outstanding. The Issuer shall prepare the form of such approval and consent for execution
by the then Holders of the Bonds for the disposition of the proceeds of the sale, lease or
other disposition of such properties of the System.

Section 7.06. Issuance of Other Obligations Payable Qut of Revenues and
General Covenant Against Encumbrances. Except as provided for in Section 7.06 and
Section 7.07 herzof, the Issuer shall ot issue any other obligations whatsoever payable from
the revenues of the System which rank priot to, or equally, as to Hen on and source of and
security for payment from such revenues with the Bonds. All obligations issued by the
Issuer after the issuance of the 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 Hen on and source of and security for payment from such
revenues and in all other respects, to the Bonds; provided, that no such subordinate
pbligations shall be issued unless all payments required to be made into all funds and
accounts set forth herein have been made and are current at the time of the issuance of such
subordinate obligations.

Except as provided above, the Issuer shali not creatz, or cause OF 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 Bonds, and the interest thereon, if any,
upon any of the income and revenues of the System pledged for payment of the Bonds and
the interest, if any, thereon in this Bond Legislation, or upon the System or any part thereof,

The Issuer shall give the Purchaser, the Authority and the Council prior written
notice of its issuance of any other obligations to be used for the Systern, payable from the
revenues of the System or from any grants for the System, 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 Timitations on the jssvance of parity obligations set forth in the Prior Resolution shall be
applicable. In addition, no Parity Bonds, payable out of the revenues of the System, shall
be issued after the issuance of the Series 2006 Bonds pursuant to this Bond Legislation,
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without the prior written consent of the Authority, the Council and the Purchaser 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 2006 Bonds.

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

So Jong as the Series 2006 A Bonds and Series 2006 B Bonds and the Prior. .
Bonds are Outstanding, no Parity Bonds shall be issued at any time, however, unless there
has been procured and filed with the Secretary a written statement by the Independent
Certified Public Accountants, reciting the conclusion that the Net Revenues for the Fiscal
Year following the year in which such Parity Bonds are to be fssued shall be at least 120%
of the ayerage annual debt service requirements on the following:

(1)  The Bonds Outstanding;

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

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

The foregoing limitation may be, waived or modified by the written consent of
the Holders of the Prior Bonds, representing 75% of the then-outstanding principal
indebtedness. In the event the foregoing limitation is waived or when the Series 2006 A and
Series 2006 B Bonds and the Prior Bonds are no longer owsianding, the following parity
requirement shall be met;

' No Parity Bonds shall be issued at any time, uniess there has been procured and
filed with the Secretary a written statement by the Independent Certified Public Accountants,
reciting the conclusion that the Net Revenues actually derived, subject to the adjustments
hereinafter provided for, from the System during any 12 consecutive months, within the
18 months immediately preceding the date of the actual issuance of such Parity Bonds, plus
the estimated average increased annual Net Revenues expected Lo be received in each of the
3 succeeding years after the completion of the improvements {0 be financed by such Parity
Bonds, if any, shall not be less than 115% of the largest aggregate amount that will mature
and become due in any succeeding Fiscal Year for principal of and interest, if any, on the
following:

(1)  The Bonds then Outstanding;

(2)  Any Parity Bonds theretofore issued pursuant to the provisions contained
in this Resolution then Outstanding; and
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(3}  The Parity Bonds then proposed to be issued.

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

The Net Revenues actually derived from the System during the 12-consecutive-
month period herein above referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Certified Public Accountants, on account of increased rates, rentals, fees and charges for
the System adopted by the Issuer, the tme for appeal of which shall have expired prior (0
issuance of such Parity Bonds.

All covenants and other provisions of this Bond Legislation {except as to details
of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and
security of the Holders of the Bonds and the Hoiders of any Parity Bonds subsequently
1ssued from time to fime within the limitations of and in compliance with this section. All
Bongs, regardiess of the time or times of their issuance, shall rank equally with respect o
their lien on the revenues of the System and their source of and security for payment from
said revenues, without preference of any Bond over any other. The Issuer shall comply
fully with all the increased payments into the various funds and accounts created in this Bond
Legislation required for and on account of such Parity Bonds, in addition to the payments
required for Bonds theretofore issued pursuant to this Bond Legislation.

Parity Bonds shail not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject
to the prior and superior liens of the Series 2006 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, 2s to lien on and source of and security for payment from such
revenues, with the Series 2006 Bonds.

No Parity Bonds shail be issued at any time, however, uniess all of the payments
into the respective funds and accounts provided for in this Bond Legislation with respect fo
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.
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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 Purchaser, the Authority
and the Council or their agents and representatives, to inspect all books, documents, papers
and records relating to the Project and the System at all reasonable times for the purpose of
audit and examination. The [ssuer shall submit to the Purchaser, the Authority and the
Council such documents and information as they may reasonabiy require in connection with
the acquisition, construction and installation of the Project, ihe operation and maintenance
of the System and the administration of the loan or any granis or other sources of financing
for the Project.

The Tssuer shall permit the Purchaser, the Authority and the Couneil 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 Yssuer will keep books and records of the System, which shall be separate
and apart from ail other books, records and accounts of the Issuer, in which compiete and
correct entries shall be made of all transactions relating to the System, and any Holder of
a Bond or Bonds issued pursuant to this Bond Legislation shall have the right at ai
reasonable fimes 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 accepled
accounting principles and safegnards to the extent allowed and as prescribed by the Public
Service Commission of West Virginia. Separate control accounting records shall be
maintained by the Issuer. Subsidiary records as may be required shall be kept in the marmer
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 shal} be reported to such agent of the Issuer as the Governing Body
shall direct.

The lssuer shal} file with the Purchaser, the Council and the Authority, or any
other original purchaser of the Bonds, and shall mail in each year to any Holder or Holders
of the Bouds, requesting the same, an annual report containing the following:

(A) A staternent 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.
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(C)  The amount of any Bonds, notes or other obligations
payable from the revenues of the System outstanding.

The Issuer shall also, at least once a year, cause the books, records and accounts
of the System to be andited by Independerit Certified Public Accountants in compliance with
the applicable OMB Circular, or any successor thereto and the Single Audit Act, or any
successor thereto, to the extent legally required, and shall mail upon request, and make
available generaily, the report of said Independent Certified Public Accouniants, or &
summary thereof, to any Holder or Holders of the Series 2006 Bonds and shall submit said
repott to the Purchaser, the Authority and the Council, or any other original purchasef-of -
the Series 2006 Bonds. Such audit report submitied to the Purchaser, the Authority and the
Councit shall inelude a statemnent 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 statemen: that notes whether the results of tests discloged instances of
noncompliance that are required 1o be reported under government avditing standards and,
if they are, describes the instances of noncormpliance and the audited financial statements
chalt include a statement that notes whether the revenues of the System are adeguate to meet
the Issuer's Operating Expenses and debt service and reserve requirements.

Subject to the terms, conditions and provisions of the Loan Agreement and the
Act, the Issuer has acquired, or shall do all things necessary to acquire, the proposed site
of the Project and shall do, is doing or has done all things necessary to construct the Project
in accordance with the plans, specifications and designs prepared by the Consuiting
Engineers. All real estate and inferests 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 Purchaser, the Authority and the Council, or their
agents and represematives, (o enter and inspect the Project site and Project facilities at all
reasonabie times. Prior to, during and after completion of construction and commencement
of operation of the Project, the Issuer shall also provide the Purchaser, the Authority and
the Council, or their agents and representatives, with access 10 the System site and Sysiem
facilities as may be reasonably necessary to accomplish il of the powers and rights of the

Authority, the Council and the Purchaser with respect to the System pursuant 1o the Act.

Section 7.09. Rates. Prior to the issuance of the Series 2006 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
50 established will be continuously on file with the Secretary, which copies will be open 10
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 inio the funds created hereunder. Such schedule of
rates and charges shail be changed and readjusted whenever necessary o that the aggregate
of the rates and charges will be sufficient for such purposes. In order to assure full and
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continuous performance of this covenant, with 2 margin for contingencies and temporary
unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees that
the schedule of rates or charges from time to time in effect shall be sufficient, together with
other revenues of the System (i) to provide for all Operating Expenses of the System and
(ii) to leave a balance each year equal to at least 115% of the maximum amount required in
any year for payment of principal of and interest, if any, on the Series 2006 Bonds and ali
other obligations secured by 2 lien on or payable from such revenues on a parity with the
Series 2006 Bonds, including the Prior Bonds; provided that, in the event that an amount
equal to or fn excess of the reserve requirement is on deposit respectively in the Reserve
Accounts and any reserve accounts for obligations on 2 parity with the Series 2006 Bounds,
including the Prior Bonds, are funded at least at the requirement therefor, such balance each
year need only equal at least 110% of the maximum amount required in any year for
payment of principal of and interest, if any, on the Series 2006 Bonds and ali other
obligations secured by a lien on or payable from such revenues on a parity with the Series
2006 Bonds, including the Prior Bonds, In any event, subject to any requirements of law,
the Issuer shall not reduce the rates or charges for services described in Section 7.04 hereof.

Section 7,10. Operating Budget and Monthly Financial Report. The
\ssuer shall annually, at least 45 days preceding the beginning of each Fiscal Year, prepare
and adopt by resolution a detailed, baianced budget of the estimated revenves and
expenditures for operation and reaintenance of the System during the succeeding Fiscal Year
and shall submit a copy of such budget to the Purchaser, fhe Authority and the Council
within 30 days of adoption thereof. No expenditures for the operation and maintenance of
the System shall be made in any Fiscal Year in excess of the amounis provided therefor in
such budget without a written finding and recommendation by a registered professional
engineer, which finding and recommendation shall state in detail the purpose of and
necessity for such increased expenditures for the operation and maintenance of the System,
and no such increased expenditures shall be made until the Issuer shall have approved such
finding and recommendation by a resolution duly adopted. No increased expenditures in
excess of 10% of the amount of such budget shall be made except upon the, further certificate
~ of a registered professional engineer that such increased expenditures are necessary for the
continued operation of the System. The Issuer shall mail copies of such annual budget and
al resolutions authorizing increased expenditures for operation and maintenance within 30
days of adoption to the Purchaser, the Authority and the Council, or to any Holder of the
Bonds, who shail file his or her address with the Issuer and request in writing that copies of
ajl such budgets and resolutions be furnished him or her and shall make available such
budgets and all resolutions authorizing increased expenditures for operation and maintenance
of the System at all reasonable times to the Purchaser, the Council, the Authority and any
Holder of any Bonds or anyone acting for and on behalf of such Holder of any Bonds.

Commencing on the date contracts are executed for the acquisition and
construction of the Project and for 2 years following the completion of the Project, the Issuer
shall each month compiete a “Monthly Financial Report,” a form of which is attached to the
Loan Agreement, and forward a copy of such report to the Authority and the Councii by the
10th day of each month.
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Section7.11. Engineering Services and Operating Personnel. The Issuer
will obtain & certificate of the Consulting Engineers in the form attached to the Loan’
Agreement, stating, among other things, that the Project has been or will be constructed in
accordance with the approved plans, specifications and designs as submitted fo the
Purchaser, the Authority and the Council, the Project is adequate for the purposes for which
it was designed, the funding plan as submittad to the Purchaser, the Authority and the
Council is sufficient o pay the costs of acquisition and construction of the Project, and all
permits required by federa] and state taws for construction of the Project have been obtained.

The Issuer shali provide and maintain competent and adequate gngineering
services satisfactory to the Purchaser, the Authority and the Counci] 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
governmenta! bodies. Such engineer shall certify to the Purchaser, the Authority, the
Council and the Issuer at the completion of construction that construction of the Project is
in accordance with the approved plans, specifications and designs, or amendments thereto,
approved by all necessary governmental bodies.

The Issuer shall employ qualified operating personnel properly certified by the
State 10 operate the Systern during the entire term of the Loan Agreement.

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

Section 7.13. Enforcement of Collections, The lssuer will diligently
enforce and coliect ail 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 shail become delinguent to the full extent permitted
or authorized by the Act, the rules and regulations of the Public Service Commission of
West Virginia and other Jaws of the State of West Yirginia,

Whenever any fees, rates, rentals or other charges for the services and facilities
of the System shail remain unpaid for a period of 20 days after the same shall become due
and payable, the user of the services and facilities shall be delinquent until such time as all
such rates and charges are folly 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, renials
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 promuigated by the Public Service Commission of
West Virginia, discontinue and shut off the services of the System, and any services and
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facilities of the sewerage system, if so owned by the Issuer, to all users of the services of
the Systemn 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
Systern, 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, If the sewerage Facilities are not owried by the Issuer, the [ssuer will, 1o
the extent allowed by Iaw, use diligent efforts to enter into a similar termination agreement
with the provider of such sewerage service, subject to any required approval of such
agreement by the Public Service Commission of West Virginia and all rules, regulations and
orders of the Public Service Commission of West Virginia.

Section 7.14. No Free Services. The Issuer will not render or cause {0
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 empioyes shall avail itself or themsetves of the facilities
or services provided by the System, or any part thereof, the same rates, fees or charges
applicable to other customers Teceiving 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 lssuer hereby
covenants and agrees that so long as the Bonds remain Outstanding, the Issuer will, as an
Operating Expense, procure, carry and maintain insurance with a reputable insurance carrier
or carriers as is customarily covered with respect to works and properties similar to the
System. Such insurance shall initially cover the following risks and be in the following
armounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS
MISCHIEF AND EXTENDED COVERAGE INSURANCE, on
all above-ground insurable portions of the System in an amoun:
equal to the actal cost thereof. In time of war the Issuer will also
carry and maintain insurance to the exient 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 propertigs or for the other purposes provided herein for
the Renewal and Replacement Fund. The Tssuer will itseif, or will
require each contractor and subcontractor to, obtain and maintain
builder's risk insurance (fire and extended coverage) 1o protect the
interests of the Issuer, the Authority, the prime contractor and all
subconiractors as their respective interests may appear, in
accordance with the Loan Agreement, during construction of the
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Project on 2 100% basis (completed value form) on the insurabie
portion of the Project, such insurance to be made payable to the
order of the Purchaser, 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 o protect the Issuer from
claims for bodily injury and/or death and not less than $500,000
per oceurrence from claims for damage to propeity of others which -
tmay 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 BONDS,
such bonds fo be in the amounts of 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 priot to commencement of construction of
the Project in compliance with West Virginia Code, Chapter 33,
Article 2, Section 39.

(4) FLOOD INSURANCE, if the facilities of the System
are or will be located in designated special flood or mudslide-prone
areas and to the extent available at reasonable cost 1o the Issuer.

- {5) BUSINESS INTERRUPTION INSURANCE, to the
extent available at reasonable cost to the issuer.

(6) FIDELITY BONDS will be provided as to every
officer, member 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 unless an increased amount is requested by the Purchaser
from time to time.

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 1o
100% of the contract price of the partion of the Project covered by the particular contract
as security for the faithful performance of such contract. The Issuer shail verify such bonds

prior to commencement of construction.
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The Issuer shal} also require all contractors engaged in the construction of the
Project to carry such worker's compensation coverage for ail 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 customnarily carried with respect
to works and properties similar to the Project; provided that the amounts and terms of such
coverage are satisfactory to the Authority and the Council and the Issuer shall verify such
insurance prior to commencement of construction, In the event the Loan Agreement 50
requires, such insurance shall be made payable to the order of the Authority, the Issuer, the
prime contractor and all subcontractors, as their interests may appear.

Section 7.16. Connections. To the extent permitted by the laws of the
State and rules and regulations of the Public Service Comrmission of West Virginia, the
Issuer shall require every owner, lenant 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 utdlity in good condition and in compliance with all federal and state
requirements and standards. '

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

Secton7.18. Compliance with Letier of Conditions. Loan Agreement and
Law. The Issuer shall perform, satisfy and comply with all the terms and conditions of the
Letter of Conditions, the Loan Agreement, the Act and this Bond Legisiation. The lssuer
shall also comply with all applicable laws, rules and regulations issued by the Purchaser, the
Authority and the Council, or other state, federal or jocal bodies in regard to the acquisition
and construction of the Project and the operation, mainienance and use of the Systemn. The
Issuer shall provide the Council with copies of ali documents submitted to the Purchaser and
the Authority.

Section 7.19. Tax Covenants. The lssuer hereby further covenants and
agrees as follows:

A. PRIVATE BUSINESS USE LIMITATION. The Issuer shall assure that
() not in excess of 10% of the Net Proceeds of the Series 2006 Bonds are used for Private
Business Use if, in addition, the payment of more than 10% of the principal or 10% of the
snterest due on the Series 2006 Bonds during the term thereof is, under the terms of the
Series 2006 Bonds or any underlying arrangement, directly or indirectly, secured by any
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interest in property used or to be used for a Private Business Use or in payments in respect
of property used or to be used fora Private Business Use or is to be derived from payments,
whether or not to the Ixsuer, in respect of property or borrowed money used or to be used
for & Private Business Use; and (ii) and that, in the event that both (A) in excess of 5% of
the Net Proceeds of the Series 2006 Bonds are used for a Private Business Use, and (B) an
amount in excess of 5% of the principal or 5% of the interest due on the Series 2006 Bonds
during the term thereof is, under- the ferms of the Series 2006 Bonds or any underlying
arrangement, directly or indirectly, secured by any interest in property used or © be used
for said Private Business Use or in payments in respect of property used or 1o be used for
said Private Business Use or is to be derived from paymenis, whether or ot to the Issuer,
in respect of property or borrowed money used or to be used for said Private Business Use,
then said excess over said 5% of Net Proceeds of the Series 2006 Bonds used for a Private
Business Use shall be used for a Private Business Use related to the governmental use of the
Project, or if the Series 2006 Bonds are for the purpose of financing more than one project,
a portion of the Project, and shall not exceed the proceeds used for the governmental use of
the portion of the Project to which such Private Business Use is related. All of the foregoing
shall be determined i accordance with the Code.

B, PRIVATE LOAN LIMITATION. The Issuer shail assure that not in
excess of the lesser of 5% of the Net Proceeds of the Series 2006 Bonds or $5,000,000 are
used, directly or indirectly, to make or finance a loan (other than loans constituting
Nonpurpose Investments) to persons other than state ot local government units,

C. FEDERAL GUARANTEE PROBIBITION. The Issuer shall not take
any action or permit or suffer any action o be taken if the result of the same would be {0
cause. the Series 2006 Bonds to be " federally guaranteed” within the meaning of
Section 149(b) of the Code.

D. INFORMATION RETURN. To the extent Jegally required, the Issuer
will timely file ajl staternents, instruments and refurns necessary to assure the tax-exempt
status of the Series 2006 Bonds and the interest thereon including, without limitation, the
inforrnation return required under Section 149(e} of the Code.

E. FURTHER ACTIONS. The Issuer will take any and all actions that may
be required of it (inciuding, without limitation, those deemed necessary by the Authoriry)
so that the interest oni the Series 2006 Bonds will be and remain excluded from gross income
for federal income tax purposes, and will niot take any actions or fail to take any actions
(including, without limitation, those deemed necessary by the Authority), the result of which
would adversely affect such exclusion.

CH749213.3 63



Section 7.20. Securities Laws Compliance. The Issuer will provide the
Authority, in a Gmely manner, with any and al! information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
changes in usage and customer base) so that the Authority may comply with the provisions
of SEC Rule 15¢2-12 (17 CFR Part 240). ‘

Section 7.21. Statutory Mortgage Lien. For the further protection of the
Holders of the Serjes 2006 Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, which statutory mortgage lien is hereby recognized and declared (o0 be
valid and binding, shalj take effect immediately upon detivery of the Series 2006 Bonds and
shall be on & parity with the statutory mortgage lien in favor of the Holders of the Prior
Bonds.

Section 7.22. Contracts: Public Releases . A. The Issuer shall,
stmultaneously with the delivery of the Series 2006 Bonds or immediately thereafter, enter
into written contracts for the immediate acquisition or construction of the Project.

B. The lssuer shall subrnit all proposed change orders to the Purchaser and the
Council for written approval. The Issuer shall obtain the written approval of the Purchaser
and the Council before expending any proceeds of the Series 2006 Bonds held in
“contingency” as set forth in the schedule attached 1o the certificate of the Consulting
Engineer. The Issuer shall also obtain the written approval of the Purchaser and the Council
before expending any proceeds of the Series 2006 Bonds made available due to bid or
construction or project undeyruns,

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

INVESTMENT OF FUNDS; USE OF PROCEEDS

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

Any investment shall be held in and at all times deemed a part of the fund or
account in which such monies were originally held, and the inferest accruing thereon and any
profit or loss reatized 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 heid in the "Consclidated 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 o make the paymenis
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
:nvestment or trust department and shall not be responsible for any losses from such
investments, other than for its own negligence or willful misconduct.

The Depository Bank shall keep complete and accurate recotds of all funds,
accounts and investments, and shail 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, accounrs and investment earnings so long as any of the Bonds are
Outstanding and as long thereafter as necessaty {0 comply with the Code and assure the
exclusion of interest on the Bonds from gross income for federal income tax purposes.

Section 8.02 . Certificate as 1 Use of Proceeds: Covenants as to Use of
Proceeds. The Issuer shall deliver a certificate as to use of proceeds or other similar
certificate to be prepared by nationally recognized bond counsel relating to resirictions on
the use of proceeds of the Series 2006 Bonds as a condition to issuance of the Series 2006
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 2006 Bonds as may be necessary in
order 1o maintain the status of the Series 2006 Bonds as governmental bonds; (if) that it shall
not take, or permit or suffer to be taken, any action with respect (o the Issuer’s use of the
proceeds of the Series 2006 Bonds which would cause any bonds, the interest on which is

CH749216.3 65



exempt from federal income taxation under Section 103(a) of the Code, issued by the
Authority or the Council, as the case may be, from which the proceeds of the Series 2006
Bonds are derived, to lose their status as tax-exempt bonds; and (iii) to take such action, or
refrain from taking such action, as shall be deemed necessary by the Issuer, or requested by
the Authority or the Council, to ensure corapliance with the covenants and agreements set
forth in this Section, regardless of whether such actions may be contrary to any of the
provisions of this Resolution.,

" The Issuer shall 'anhﬁaliy_fuﬁiish to'the Auﬁ]ority information with respect to

the Issuer’s use of the proceeds of the Series 2006 Bonds and any additional information
requested by the Authority.
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ARTICLE IX

DEFAULT AND REMEDIES

Section 8.01. Events of Default . Each of the following events shail
constitute an "Event of Default” with respect to the Series 2006 Bonds:

(1) If default occurs in the duc and punctual payment of
the principai of or interest, if any, on any series of the Series 2006
Bonds; or

(2)  1f default ocours in the Issuer's observance of any of
the covenanis, agreements or conditions on its part relating to the
Series 2006 Bonds set forth in this Bond Legislation, any
supplemental resolution or in the Series 2006 Bonds, and such
default shall have continued for a period of 30 days after the Issuer
shall have been given written motice of such defaultr by the
Commission, the Depository Bank, the Registrar, the Paying Agent
or any other Paying Agent or a Hoider of a Bond; or

(3)  If the Issuer files a patition seeking reorganization ot
arrangement under the federal bankruptcy laws or amy other
applicable law of the United States of America; or

(4 * If default occurs with respect to the'Prior Bonds or
the Prior Resolution.

Notwithstanding anything herein to the contrary, if default occurs in the due and
punctual payment of the principal of or inlerest on any series of the Series 2006 Bonds or
the Prior Bonds, it shall constimte an “Event of Default” with respect to the other series of
the Series 2006 Bonds.

Section 8.02. Remedies. Upon the happening and continuance of any
Event of Defauit, any Registered Owner of a Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in
particular, (i) bring suit for any unpaid principal or interest then due, (3i) by mandamus or
other appropriate proceeding enforce all rights of such Registered Qwners including the right
to require the Issuer to perform its duties under the Act and the Bond Legislation relating
thereto, including but not limited to the making and collection of sufficient rates or charges
for services rendered by the System, {iif) bring suit upon the Bonds; (iv) by action at law or
bill ir equity require the ssuer to account as if it were the trustee of an express trust for the
Registered Owners of the Bonds, and (v) by action or bill in equity ‘enjoin any acts in
violation of the Bond Legislation with respect to the Bonds, or the rights of such Registered
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Owners; provided that, all rights and remedies of the Holders of the Series 2006 A Bonds
and the Series 2006 B Bonds shall be on a parity with each other and the Prior Bonds.

Section 9.03, Appointment of Receiver. Any Registered Owner of a Bond
may, by proper legal action, compel the performance of the duties of the Issuer under the
Bond Legislation and the Act, including, the completion of the Project and after
commencement of apecation of the System, the making and collection of sufficient rates and
charges for services rendered by the System and segregation of the revenues therefrom and
the application thereof. If there be any Event of Default with respect to such Bonds, any
Registered Owner of a Bond shall, in addition to ali other remedies or rights, have the right
by appropriate legal proceedings ‘o obtain the appointment of a receiver to administer the
System or o complete the acquisition and construction of the Project on behalf of the Issuer,
with power 1o 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 ber or iis agents
and atiorneys, 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 itsetf might do.

Whenever all that is due npon 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 interést thereon having a charge, lien or encumbrance upon the revenues of
the Systern shall have been paid and made good, and all defaults under the provisions of ihis
Bond Legislation shall have been cured and made good, possession of the System shall be
surrendered to the Issuer upon the entry of an order of the court to that effect. Upon any
subsequent default, any Registered Qwner of any Bonds shall have the same right to secure
the further appointment of a receiver upon any such subsequent defaulr.

Such recejver, 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 restricy 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 spectfically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System in

the name of the Issuer and for the join protection and benefit of the Issuer and Registered
Owners of the Bonds. Such recejver shall have no power to seli, assign, morigage or
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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 Systern for the sole purpose of the
protection of both the Issuer and Registered Owners of such Bonds and the curing and
making good of any Event of Defanlt 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 o enter any order or decree permitting or requiring such
receiver to sell, assign, mortgage or otherwise dispose of any assets of the System.
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ARTICLE X

PAYMENT OF BONDS

Section 10.01, Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid to the Holders of the Series 2006 Bonds, the principal of and interest, if
any, due or to become due thereon, at the times and in the manner stipulated therein and in
this Bond Legisiation, then the pledge of Net Revermes and other monies and securities
pledged under this Bond Legisiation and all covenants, agreements and other obligations of
the Issuer to the Registered Owner of the Series. 2006 Bonds, shall thereupon cease,
terminate and become void and be discharged and satisfled; except as may otherwise be
necessary to assure the exclusion of interest, if any, on the Series 2006 Bonds from pross
income for federal income tax purposes.

Except through such direct payment to the Holder of the Series 2006 A Bonds,
and Series 2006 B Bonds, the Issuer may not defease the Series 2006 A or the Series 2006
B Bonds or otherwise provide for payment thereof by escrow or like ranner.
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ARTICLE X1

MISCELLANEOUS

Section {1.01. Amendment or Modification of Bond Legislation. Prior to
issuance of the Serfes 2006 Bonds, this Resolution may be amended or suppliemented in any
way by the Supplemental Resolution, Following issuance of the Series 2006 Bonds, no
rmaterial modification”or amendment of this Resolution; ot of any resolution or order
amendatory or supplemental hereto, that would materiaily and adversely affect the rights of
Registered Owners of the Series 2006 Bonds, shall be made without the consent in writing
of the Registered Owners of the Series 2006 Bonds so affected and then Outstanding;
provided, that no change shall be made in the maturity of the Bonds ot 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, if any, out of the funds herein pledped therefor
without the consent of the Registered Owner thereof. No amendment or modification shall
be made that would reduce the percentage of the principal amount of the Bonds required for

-consent to the above-permitted amendments or modifications. Notwithstanding the
foregoing, this Bond Legislation may be amended without the consent of any Bondholder
as may be necessary 10 assure compliance with Section 148(f) of the Code relating 10 rebate
requirements or otherwise as may be necessary 10 assure the excludability of interest, if any,
on the Series 2006 Bonds from gross income of the holders thereof.

Section 11.02, Bond Legislation Constitutes Contract. The provisions of
the Bond Legislation shall constitute a contract between the Issuer and the Registered
Owners of the Series 2006 Bonds, and no change, variation or alferation of any kind of the
provisions of the Bond Legislation shall be made in any manner, except as in this Bond
Legislation provided.

Section 11.03, Severability of Invalid Provisions .  If any section,
paragraph, clause or provision of this Resolution should be held invalid by any court of
competent jurisdiction, the invalidity of such section, paragraph, clause or provision shall
not affect any of the remaining provisions of this Resolution, the Supplemental Resolution
or the Series 2006 Bonds.

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

Section 11.05. Conflicting Provisions Repealed: Prior Resolution . All
orders or resolutions and or parts thereof in conflict with the provisions of this Resolution
are, 1o the extent of such conflict, hereby repealed; provided that, this Section shall not be
applicable fo the Loan Agreement or the Loan Resolution (Form FmHA 442-47); and
provided that in the event of any conflict between this Resolution and the Prior Resolution,
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the Prior Resotution shall control (unless less restrictive), so long as the Prior Bonds or any
portion thereof are outstanding.

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

Section 11,07, Effective Date .  This Resolution shall take effect
irnmediately upon adoption.
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Adopted this 21* day of February, 2006.

LAVALETTE PUBLIC SERVICE DISTRICT

By: /M%}M

"o...;.-"'" a J,/
[T Chairman — \(
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of LAVALETTE PUBLIC SERVICE DISTRICT on February 21, 2006,

Dated: February 23, 2006,

[SEAL) /@ﬁy{)’(pzj

Secretary

02/03/05
509380,00001

CH749219.3 74




LAVALETTE PUBLIC SERVICE DISTRICT

‘Water Revenue Bonds, Series 2006 A,
Water Revenue Bonds, Series 2006 B
(United States Department of Agriculture), and
Water Revenue Bonds, Series 2006 C,
{West Virginia Infrastructure Fund)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL AMOUNTS, DATES, MATURITY DATES,
REDEMPTION PROVISIONS, INTEREST RATES, INTEREST
AND PRINCIPAL PAYMENT DATES, SALE PRICES AND
OTHER TERMS OF THE WATER REVENUE BONDS,
SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), WATER REVENUE BONDS, SERIES 2006
B (UNITED STATES DEPARTMENT OF AGRICULTURE)
AND WATER REVENUE BONDS, SERIES 2006 C (WEST
VIRGINIA INFRASTRUCTURE FUND), OF LAVALETTE
PUBLIC ' SERVICE DISTRICT; APPROVING AND
RATIFYING THE LOAN AGREEMENT RELATING TO THE
SERIES 2006 C BONDS; AUTHORIZING AND APPROVING
THE SALE OF THE SERIES 2006 A BONDS AND SERIES
2006 B BONDS TO THE UNITED STATES DEPARTMENT
OF AGRICULTURE AND THE SERIES 2006 C BONDS TO
THE WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY:; DESIGNATING A REGISTRAR, PAYING
AGENT AND DEPOSITORY BANK; PROVIDING FOR THE
RE-DESIGNATION OF RESERVE ACCOUNT FOR THE
SERIES 1973 BONDS AND AMENDMENT OF PRIOR
RESOLUTION TO EFFECT SUCH TRANSFER; AND
MAKING OTHER PROVISIONS AS TQ THE BONDS.

WHEREAS, the Public Service Board {the "Governing Body™) of Lavalette
Public Service District (the "Issuer™) has duly and officially adopted a bond resolution on
February 21, 2006 (the "Bond Resolution” or the “Resolution”), entitled:
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RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC WATERWORKS FACILITIES
OF LAVALETTE PUBLIC SERVICE DISTRICT AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED,
THEREOF TEROUGH THE ISSUANCE BY THE DISTRICT
OF NOT MORE THAN $2,800,0600 IN AGGREGATE .
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2006 A NOT MORE THAN $713,000 I[N
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT
OF AGRICULTURE) AND NOT MORE THAN $1,918,050 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 C (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING THE LOAN
AGREEMENTS RELATING TO SUCH BONRDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

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

WHEREAS, the Bond Resolution provides for the issuance of Water Revenue
Bonds, Series 2006 A (United States Department of Agriculture), Water Revenue Bonds,
Series 2006 B (United States Department of Agriculture) and, Water Revenue Bonds, Series
2006 C (West Virginia Infrastructure Fund), of the Issuer (collectively, the "Bonds" and
individually, the "Series 2006 A Bonds," “Series 2006 B Bonds” and the "Series 2006 C
Bonds"), in the respective aggregate principal amounts not to exceed $2,000,000, $713,000
and $1,918,050, and has authorized the execution and delivery of the foan agreement relating
1o the Series 2006 C Bonds, including all schedules and exhibits attached thereto, by and
between the Issuer and the West Virginia Water Development Authority (the "Authority”),
on behalf of the West Virginia Infrastructure and Jobs Development Council (the “Council™)
(the “Loan Agreement™), all in accordance with Chapter 16, Article 13A, and Chapter 31,
Article 15A of the West Virginia Code of 1931, as amended (collectively, the "Act"); and
in the Bond Resolution it is provided that the form of the Loan Agreement and the exact
principal amounts, dates, maturity dates, redemption provisions, interest rates, interest and
principal payment dates, sale prices and other terms of the Bonds should be established by

CH749352.3 2




a supplemental resolution pertaining to the Bonds; and that other matters relating to the Bonds
be herein provided for;

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

WHEREAS, the Series 2006 A Bonds and Series 2006 B Bonds are proposed
to be purchased by the United States Department of Agriculture, acting for and on behalf of
the United States of America (the "Purchaser") pursuant to a Letter of Conditions, and alf
amendiments, and the Series 2006 C Bonds are proposed to be purchased by the Authority
pursuant to the Loan Agreemeni; and

‘ WHEREAS, the Issuer has previously issued its Water Revenue Bonds, Series
1973, dated July 17, 1973, issued in the original agpregate principal amount of $370,000 (the
“Series 1973 Bonds™), which are currently held by the Purchaser;

WHEREAS, the Serles 1973 Bonds are secured by a reserve account pledged
for the payment of principal and interest on the Series 1973 Bonds (hereinafter referred to
as the *Series 1973 Bonds Reserve Account™), which account is, pursuant to the Prior
Resolution, held by the Depository Bank;

WHEREAS, the Purchaser has requested that the Issuer transfer the monies in
the Series 1973 Bonds Reserve Account from the Depository Bank to the West Virginia
Municipal Bond Commission (the "Commission");

WHEREAS, the Prior Resolution provides that it may be amended by
supplementz! resolution with the prior written consent of the Purchaser and such consent has
been received by the Issuer; and

WHEREAS, the Governing Body deems it essential and desirable that this
supplerenial resolution (the "Supplemental Resolution") be adopted, that the Loan
Agreement be approved and ratified by the Issuer, that the exact principal amounis, the dates,
the maturity dates, the redemption provisions, the interest rates, the interest and principal
payment dates, the sale prices and other terms of the Bonds be fixed hereby in the manner
stated hevein, and that other matters relating to the Bonds be herein provided for and provide
for the transfer of the Series 1973 Bonds Reserve Account;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
LAVALETTE PUBLIC SERVICE DISTRICT:

Section 1. Pursuant to the Bond Resolution and the Act, this Suppiemental

Resolution is adopted and there are hereby authorized and ordered to be issued the following
bonds of the Issuer:
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A.  Water Revenue Bonds, Series 2006 A (United States Department
of Agriculture), of the Issuer, originally represented by a single Bond, numbered AR-1 in
the principal amount of 52,000,000, The Series 2006 A Bonds shall be dated the date of
delivery thereof, shall bear interest at the rate of 4.375 % per annum, interest cnly payable
in monthly installments for the first 24 months commencing 30 days following delivery of
the Series 2006 A Bonds and continuing on the corresponding day of each month and,
thereafter, principal and interest are payable in monthly instailments of $9,020.00 on the
corresponding day of each month, except that the final installment shall be paid at the end of
forty (40) years from the date of the Series 2006 A Bonds, in the sum of the unpaid principal
and interest due on the date thereof, except that prepayments may be made as hereinafier
provided and as provided in the Series 2006 A Bonds, ali such paymenis to be made af the
Mational Finance Office, St. Louis, Missouri 63103, or at such other place as the Purchaser
may designate after issuance of the Series 2006 A Bonds. Prepayments of scheduled
installments, or any portion thereof, may be made at any time a¢ the option of the Issuer.

B.  Water Revenue Bonds, Series 2006 B (United States Department
of Agriculture), of the Issuer, originally represented by a single Bond, numbered BR-1 in the
principal amount of $713,000. The Series 2006 B Bonds shall be dated the date of delivery
thereof, shall bear interest at the rate of 4,25 % per annum, intetest only payable in monthly
installments for the first 24 months commencing 30 days following delivery of the
Series 2006 B Bonds and continuing on the corresponding day of each month and, thereafter,
principal and interest are payable in monthly installments of $3,159.00 on the corresponding
day of each month, except that the final installment shall be paid at the end of forty (40} years
from the date of the Series 2006 B Bonds, in the sum of the unpaid principal and interest due
on the date thereof, except that prepayments may be made as hereinafter provided and as
provided in the Series 2006 B Bonds, all such payments to be made at the National Finance
Office, St. Louis, Missouri 63103, or at such other place as the Purchaser inay designate
after issuance of the Series 2006 B Bonds. Prepayments of scheduled installmenis, or any
portion thereof, may be made at any time at the option of the Issuer,

C. Water Revenue Bonds, Series 2006 C (West Virginia Infrastructure
Fund), of the Issuer, originally represented by a single Bond, numbered CR-1, in the
principal amount of $1,918,050. The Series 2006 C Bonds shall be dated the dale of delivery
thereof, shall finally mature December 1, 2045, and shall bear no interest. The principal of
the Series 2006 C Bonds shal! be payable quarterty, on March I, June 1, September 1 and
December 1 of each year, commencing September 1, 2007, and maturing December 1, 2045,
and in the amounis as set forth in the "Schedule Y" attached to the Loan Agreement and
incorporated in and made a part of the Series 2006 C Bonds. The Series 2006 C Bonds shall
be subject to redemption upon the writien consent of the Authority and the Councii, 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 2006 C
Bonds.

SectionZ.  All other provisions relating to the Bonds and the text of the Bonds
shall be in substantially the forin provided in the Bond Reselution.
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Section3.  'The Issuer does hereby authorize, approve, ratify and accept the
Loan Agreement, a copy of which is incorporated herein hy reference, and the execution and
delivery of the Loan Agreement by the Chairman, and the performance of the obligations
cortained therein, on hehalf of the Issuer, are hereby authorized, directed, ratified and
approved. The Issuer hereby affirms ali covenants and representations rnade in the Loan
Agreement and in the applications to the Council and the Authority. The Issuer does hereby
authorize, approve and accept the Letter of Conditions, and all amendments thereto, and the
performance of the obligations contained therein, on behalf of the Issuer, are hereby
authorized, directed and approved. The price of the Bonds shall be 100% of par value, there
being no interest accrued thereon, provided thet the proceeds of the Series 2006 A Bonds the
Series 2006 B Bonds and the Series 2006 C Bonds shall be advanced from time to time as
requisitioned by the Issuer,

Section 4. The lssuer does hereby appoint and designate The Huntington
National Bank, Charleston, West Virginia, to serve as Registrar (the "Registrar”) for the
Series 2006 C Bonds under the Bond Resolution and does approve and accept the Registrar's
Agreemertt to be dated the date of delivery of the Bonds, by and between the Issuer and the
Registrar, and the execution and delivery of the Registrar's Agreement by the Chairman, and
the performance of the obligations contained therein, on behalf of the Issuer, are hereby
authorized, approved and directed, :

Section 5.  The Issuer does hereby appoint and designate the West Virginia
Municipal Bond Commission, Charleston, West Virginia, to serve as Paying Agent for the
Series 2008 C Bonds under the Bond Resolution.

Section 6. The Issuer does hereby appoint and designate United Bank, Inc,
Huntington, West Virginia, to serve as Depository Bank under the Bond Resolution.

Section 7. All proceeds of the Series 2006 A Bonds and the Series 2006 B
Bonds shall be deposited in or credited to the Series 2006 Bonds Construction Trust Fund as
received from the Purchaser from time to time for payment of costs of the Project, including,
without limitation, costs of issuance of the Series 2006 A and Series 2006 B Bonds.

Section 8.  Series 2006 C Bonds proceeds in the amount of -0- shall be
deposited in the Series 2006 C Bonds Sinking Fund, as capitalized interest.

Section 9. Series 2006 C Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2006 C Bonds Reserve Account.

Section 10. The balance of the proceeds of the Series 2006 C Bonds shall be
deposited in or credited to the Series 2006 Bonds Construction Trust Fund for payment of
the costs of the Project, including, without limitation, costs of issuance of the Bonds and
refated costs.
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Section 11. The Chairman and Secretary are bereby authorized and directed
1o execute and deliver such other documents, agreements, instruments and certificates
required or desirable in connection with the Bonds to be issued hereby and by the Bond
Resolution approved and provided for, to the end that the Series 2006 A and Series 2006 B
Ronds may be delivered on or about February 23, 2006, to the Purchaser pursuant o the
Letter of Conditions, and the Series 2006 C Bonds may be delivered on or about February
23, 2006, to Lthe Authority pursuant to the Loan Agreement,

Section 12. The acquisition and construction of the Project and the financing
thereof in part with proceeds of the Bonds are in the public interest, serve a pubiic purpose
of the Issuer and will promote the health, welfare and safety of the residents of the Issuver,

Section 13. The Issuer hereby determines that it is in the best interest of the
Issuer to invest all monies in the funds and accounis established by the Bond Resolution held
by the Depository Bank until expended, subject to any limitation of the Purchaser with
respect of the proceeds of the Bonds, in repurchase agreements or time accounts, secured by
a pledge of Government Obligations, and therefore, the Issuer hereby directs the Depository
Bank to take such actions as may be necessary to cause such monies to be invested in such
repurchase agreements or time accounis, until further directed in writing by the Issuer.
Monies in the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Reserve
Account, the Series 2006 C Bonds Sinking Fund and the Series 2006 C Bonds Reserve
Account shall be invested by the West Virginia Municipal Bond Commission in the
‘West Virginia Consolidated Fund.

Section 14, The Issuer hereby approves and accepts all contracts relating o
the financing, acquisition and construction of the Project.

Section 15. The Prior Resolution is amended, as necessary, to reflect the

following:
A,  The Series 1973 Bonds Reserve Account is held by the Commission.

B.  The Commission is designated as the Fiscal Agent for the administration
of the Series 1973 Bonds Reserve Account as herein provided, and ali amounts required for
the Series 1973 Bonds Reserve Account will be deposited therein by the Issuer upon transfers
of funds from the Revenue Fund at the times provided herein. If required by the Purchaser
at anytime, the Issuer shall make the necessary arrangements whereby required payments into
said account shall be automatically debited from the Revemue Fund and electromically
transferred to the Commission on the dates required hereunder.

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
requited reserve account payments with respect to the Series 1973 Bonds and all such
payments shall be remitted to the Cormumission with appropriate instructions as to the custody,
use and application thereof consistent with the provisions.of this Bond Legislation.
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D.  Moneys in the Series 1973 Bonds Reserve Account shall be invested by
the West Virginia Municipal Bond Commission in the West Virginia Consolidated Fupd.

E. Earnings from moneys in the Series 1973 Bonds Reserve Account, so
long as the Minimum Reserve is on deposit in each such account and maintained therein,
shall be returned not less than once each year, by the Commission to the Issuer, to be
deposited in the Revenue Fund.

F. The Issuer shall remit from the Revenue Fund to the Cornmission such
additional sums as shalt be necessary to pay the charges and fees of the Commission then
dus,

G. Al remittances made by the Issuer to the Commission or the Depository
Bank shall clearly identify the fund or account into whicl each amount is 10 be deposited.

Section 16. The Series 1973 Bonds Reserve Account shall be transferred to
the Commissior, and the aforemeniioned amendments relating fo the Series 1973 Bonds
Reserve Account shall become effective, on or before the Closing Daie.

Section 17. This Subpiemcntal Resolution shall be effective immediately
following adoption hereof.

Adopted this 21st day of February, 2006.
LAVALETTE PUBLI{C SERVICE DISTRICT

By: F/W

Its: Chairman \(
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by
LAVALETTE PUBLIC SERVICE DISTRICT on this 21st day of February, 2006,

Dated: February 23, 2006,

[SEAL] /ﬁi’ [ //, éié

Secretarii

02/14106
309380.00001
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LAVALETTE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2006 A,
Water Revenue Bonds, Series 2006 B,
(United States Department of Agricuiture) and
Water Revenue Bonds, Series 2006 C
(West Virginia Infrastructure Fund)

SECOND SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO RESERVE
PAYMENT DATES OF THE WATER REVENUE BONDS,
SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), AND THE WATER REVENUE BONDS, SERIES
2006 B (UNITED STATES DEPARTMENT OF AGRICULTURE) OF
LAVALETTE PUBLIC SERVICE DISTRICT.

WHEREAS, the Public Service Board (the "Governing Body ") of Lavalette Public Service
District (the "Issuer") has duly and officially adopted a bond resolution on February 21, 2006 (the "Bond
Resolution” or the “Resolution™), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS TO THE
EXISTING PUBLIC WATERWORKS FACILITIES OR LAVALETTE
PUBLIC SERVICE DISTRICT AND THE FINANCING OF THE COST,
NOT OTHERWISE PROVIDED, THEREOF THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN §2,000,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE BOND,
SERIES 2006 A, NOT MORE THAN §713,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS, SERIES 2006
B ({UNITED STATES DEPARTMENT OF AGRICULTURE) AND NOT
MORE THAN $1,918,050 IN AGGREGATE PRINCIPAL AMOUNT
OF WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR TEE 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 THE LOAN
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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, capitalized terms used herein and not otherwise defined herein shall have the
same meaning set forth in the Bond Resolution when used herein;

WHEREAS, the Bond Resolution provides for the issuance of Water Revenue Bonds,
Series. 2006 A (United States Department of Agricuiture); Water Revenue Bonds, Series 2006 B (United
States Department of Agriculture) and Water Revenue Bonds, Series 2006 C (West Virginia Infrastructure
Fund), of the Issuer (collectively, the "Bonds" and individually, the "Series 2006 A Bonds”, the "Series
2006 B Bonds” and the “Series 2006 C Bonds™), in the respective aggregate principal amounts not to
exceed $2,000,000, $713,000 and $1,918,050, and has authorized the execution and delivery of the loan
agreement relating to the Series 2006 C Bonds, including all schedules and exhibits attached thereto, by
and between the Issuer and the West Virginia Water Development Authority (the "Authority™), on behalf
of the West Virginia Infrastructure and Jobs Development Council (the “Council”) (the “Loan
Agreement™), all in accordance with Chapter 16, Article 13A, and Chapter 31, Article 15A of the
West Virginia Code of 1931, as amended (collectively, the "Act"); and in the Bond Resolution it is
provided that the form of the Loan Agreement and the exact principal amounts, dates, maturity dates,
redemption provisions, interest rates, interest and principal payment dates, sale prices and other terms of
the Bonds should be established by a supplemental resolution pertaining to the Bonds; and that other
matters relating to the Bonds be herein provided for;

WHEREAS, the Bond Resolution provides that it may be amended by supplemental
resolution;

WHEREAS, the Issuer adopted a Supplemental Resolution on February 21, 2006 entitled:

SUPPLEMENTAL RESOLUTION PROVIDING AS TO PRINCIPAL
AMOUNTS, DATES, MATURITY DATES, REDEMPTION
PROVISIONS, INTEREST RATES, INTEREST AND PRINCIPAL
PAYMENT DATES, SALE PRICES AND OTHER TERMS OF THE
WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), WATER REVENUE BONDS,
SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE) AND WATER REVENUE BONDS, SERIES 2006 C
(WEST VIRGINIA INFRASTRUCTURE FUND), OF LAVALETTE
PUBLIC SERVICE DISTRICT; APPROVING AND RATIFYING THE
LOAN AGREEMENT RELATING TOQ THE SERIES 2006 C BONDS;
AUTHORIZING AND APPROVING THE SALE OF THE SERIES 2006
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A BONDS AND SERIES 2006 B BONDS TO THE UNITED STATES
DEPARTMENT OF AGRICULTURE AND THE SERIES 2006 C
BONDS TO THE WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY; DESIGNATING A REGISTRAR, PAYING AGENT
AND DEPOSITORY BANK; PROVIDING FOR THE RE-
DESIGNATION OF RESERVE ACCOUNT FOR THE SERIES 1973
BONDS AND AMENDMENT OF PRIOR RESOLUTION TO EFFECT
SUCH TRANSFER; AND MAKING OTHER PROVISIONS AS TO
THE BONDS.

WHEREA‘S, the Governing Body-deems it essential and desirable that this second
supplernental resoiution (the "Second Supplemental Resolution") be adopted.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
LAVALETTE PUBLIC SERVICE DISTRICT:

Section 1. Pursuant to the Bond Resolution and the Act, this Second Supplemental
Resolution is adopted.

Section 2. Article V, Section 5.03A, Paragraph 4 of the Resolution is hereby
amended in its entirety to read as follows:

(4) The Issuer shall next, on the first day of each meonth, transfer from the
Revenue Fund and (i) remit to the Commission or Depository Bank, as applicable the
armounts required by the Prior Resolution to be deposited in the Reserve Fund for the Prior
Bonds; (i) beginning on the date specified by the purchaser, but in any event not later
than the 24" monthly anniversary of the Closing Date, and continuing on each
monthly anniversary of the Closing Date thereafter, transfer from the Revenue Fund
and remit to the Commission, for deposit in the Series 2006 A Bonds Reserve
Account, an amount equal to 10% of the monthly payment amount, until the amount
in the Series 2006 A Bonds Reserve Account equals the Series 2006 A Bonds
Reserve Requirement; provided that, no further payments shall be made into the
Series 2006 A Bonds Reserve Account when there shall have been deposited therein,
and as long as there shall remain on deposit therein, an amount equal to the Series
2006 A Bonds Reserve Requirement; (iii) beginning on the date specified by the
purchaser, but in any event not later than the 24™ monthly anniversary of the Closing
Date, and continuing on each monthly anniversary of the Closing Date thereafter,
transfer from the Revenue Fund and remit to the Commission , for deposit in the
Series 2006 B Bonds Reserve Account, an amount equal to 10% of the monthly
payment amount, until the amount in the Series 2006 B Bonds Reserve Account
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equals the Series 2006 B Bonds Reserve Requirement; provided that, no further
payments shall be made into the Series 2006 B Bonds Reserve Account when there
shall have been deposited therein, and as long as there shall remain on deposit
therein, an amount equal to the Series 2006 B Bonds Reserve Requirement and (iv)
remit to the Commission, commencing 3 months after the completion of construction of
the Project, as certified by the Consulting Engineers, if not fully funded upon issuance of
the Series 2006 C Bonds, for deposit in the Series 2006 C Bonds Reserve Account, an
amount equal to 1/120th of the Series 2006 C Bonds Reserve Requirement, until the
amount in the Series 2006 C Bonds Reserve Account equals the Series 2006 C Bonds
Reserve Requirement; provided that, no further payments shall be made into the Series
2006 C Bonds Reserve Account when there shall have been deposated therein, and as long
as there shall remain on deposit therein, an amount equal to the Series 2006 C Bonds
Reserve Requirement.

Section 3. This Second Supplemental Resolution shall be effective immediately
following adoption hereof.

Adopted this _/ rz day of.d@W 2007

LAVALETTE PUBLIC SERVICE DISTRICT
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CERTIFICATION

Certified a true copy of a Second Supplemental Resolution duly adopted by LAVALETTE
PUBLIC SERVICE DISTRICT on the [ﬂ'ﬂ\ day of T wne . 2007

Dated: {o - {9, 2007

Ll
Pt ,‘_ it »A/ ﬂ;

Secretary
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WEST VIRGINIA
Water Development Authority

Celebrating 35 Years of Service 1974 - 2009

May 20, 2009

Lavalette Public Service District
Water Revenue Bonds, Series 2009 A; and
Water Revenue Bonds, Series 2009 B
(United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

In reliance upon the certificate of Bassett & Lowe, CPA, the indépendent certified
public accountant, and the opinion of Steptoe & Johnson PLLC, bond counsel, that the coverage
and parity tests have been met, the undersigned duly authorized representative of the
West Virginia Water Development Authority (the “Authority™), the registered owner of the Prior
Bonds, hereinafter defined and described, hereby consents to the issuance of the Water Revenue
Bonds, Series 2009 A (United States Department of Agriculture), in the original aggregate
principal amount of $1,526,000, and Water Revenue Bonds, Series 2009 B (United States
Department of Agriculture), in the original aggregate principal amount of $843,000, by the
Lavalette Public Service District (the “Issuer”), under the terms of the ordinance authorizing the
Bonds, on a parity, with respect to liens, plcdge and source of and security for payment, with the
Issuer’s Water Revenue Bonds, Series 2006 C (West Virginia Infrastructure Fund), dated
February 23, 2006 issued in the original aggregate principal amount of $1,918,050 (the “Prior
Bonds™).

The Authority, as registered owner of the Issuer’s Waterworks Revenue Design
Bonds, Series 2007 A (West Virginia Infrastructure Fund), dated August 28, 2007, issued in the
original aggregate principal amount of $200,000 (the “Series 2007 A Bonds”), hereby consents
to the early payment of the Series 2007 A Bonds.

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

Authonzed‘f{’ presentatwe

180 Association Drive, Charleston, WV 25311-1217
phone (304) 558-3612 / fax (304) 558-0299
www,wvwda.org



USDA

o~

Rura
Develepment

United States Department of Agriculture
Rural Development
Woest Virginia State Office

May 18, 2009

Lavalette Public Service District
Water Revenue Bonds, Series 2009 A; and
Water Revenue Bonds, Series 2009 B
{United States Departrnent of Agriculture)

TO WHOM IT MAY CONCERN:

The undersigned duly authorized representative of the United States of America, acting
through the Rural Utilities Service, United States Department of Agriculture, the present holder of the
Prior Bonds, hereinafter defined and described, hereby (i) consents to the issuance of the Water Revenue
Bonds, Series 2009 A (United States Department of Agriculture}, in the original aggregate principal
amount of $1,526,000, and the Water Revenue Bonds, Series 2009 B (United States Department of
Agriculture}, in the original aggregate principal amount of $843,000 (collectively, the “Bonds™), by
Lavalette Public Service District (the "Issuer"), under the terms of the bond resolution authorizing the
issuance of the Bonds (the "Resolution"}, on a parity, with respect to liens, pledge and source of and
security for payment, with the Issuer's outstanding: (1)Water Revenue Bonds, Series 1973, dated
July 17, 1973, issued in the original aggregate principal amount of $370,000; (2) Water Revenue Bonds,
Series 2006 A, dated February 23, 2006, issued in the original aggregate principal amount of $2,000,000;
and (3) Water Revenue Bonds, Series 2006 B, dated February 23, 2006, issued in-the original aggregate
principal amount of $713,000 (collectively, the "Prior Bonds™); and (i) irements imposed
by the Prior Bonds or the resolution authorizing the Prior Bonds (the regarding the
issuance of parity bonds which are not met by the Bonds or the Resolut

WITNESSETH my signature on this 18th day of May, 20

Mo d%{/

i 320' Morgantown, WV 26506-7500




May 18, 2009

Lavalette Public Service District
Water Revenue Bonds, Series 2009 A; and
Water Revenue Bonds, Series 2009 B

(United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

The undersigned duly authorized representative of United Bank, Inc., the present
holder of the Prior Bonds, hereinafter defined and described, hereby (i) consents to the issuance
of the Water Revenue Bonds, Series 2009 A (United States Department of Agriculture), in the
original aggregate principal amount of $1,526,000, and the Water Revenue Bonds, Series 2009 B
(United States Department of Agriculture), in the original aggregate principal amount of
$843,000 (collectively, the “Bonds”), by Lavalette Public Service District (the "Issuer"), under
the terms of the bond resolution authorizing the issuance of the Bonds (the "Resolution”), on a
parity, with respect to liens, pledge and source of and security for payment, with the [ssuer's
outstanding Water Revenue Bonds, Series 2004 A, dated April 23, 2004, issued in the original
aggregate principal amount of $533,721 (the "Prior Bonds”); and (ii) waives any requirements
imposed by the Prior Bonds or the resolution authorizing the Prior Bonds (the “Prior
Resolution™), regarding the issuance of parity bonds which are not met by the Bonds or the
Resolution.

Dated this 18th day of May, 2009,

UNITED BANK, INC.

AN

Its: Authorized O

05.04.09
509380.00003

CH5002579.1



UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 A

(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,526,000
No. AR-] _ Date; May 18, 2009

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein called
“Borrower’) promises to pay to the order of the United States of America (the “Government”), or i{s
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place as the
Government may hereafter designate in writing, the principal sum of ONE MILLION FIVE HUNDRED
TWENTY SIX THOUSAND DOLLARS (§$1,526,000), plus interest on the unpaid principal balance at
the rate of 4.5% per annum. The said principal and interest shall be paid in the following installments on
the following dates: Monthly installments of interest only, commencing 30 days following delivery of the
Bond and continuing on the corresponding day of each month for the first 24 months after the date hereof,
and $7,005, covering principal and interest, thereafter on said corresponding day of each month, except
that the final installment shall be paid at the end of 40 years from the date of this Bond, in the sum of the
unpaid principal and interest due on the date thereof, and except that prepayments may be made as
provided hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

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

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

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

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

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

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

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

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

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

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

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

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted May 14,
2009, authorizing issuance of this Bond (the “Resolution”).

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

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

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

()  WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS™);

(Il WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS™);

(Illy  WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF §2,000,000 (THE “SERIES 2006 A BONDS”);

(IV)  WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS™);

V) WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES 2006 C BONDS”); AND

(V) WATER REVENUE BONDS, SERIES 2009 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 18, 2009 ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $843,000 (THE “SERIES
2009 B BONDS”).

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, AND SERIES 2006 C BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture, the
Bonds will be in default should any proceeds of the Bonds be used for a purpose that will contribute to
excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricultural
commodity.
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted hereon
and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $192,291 May 18, 2009 (19)
2) (20)
(3 . _ 21)
4 (22)
5) (23)
(6) ' (24)
@) (25)
(8) (26)
€2) (27)
(10 (28)
(1) (29)
(12) (30)
(13) (31)
(14) ' (32)
(15 (33)
(16) (34)
(17) . (35)
(18) (36)
TOTAL $
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(Form of Assignment)
ASSIGNMENT

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: s

In the presence of:
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UNITED STATES OF AMERICA
LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2009 B

_ (UNITED STATES DEPARTMENT OF AGRICULTURE)

$843,000

No. BR-1 Date: May 18, 2009

FOR VALUE RECEIVED, LAVALETTE PUBLIC SERVICE DISTRICT (herein called
“Borrower”) promises to pay to the order of the United States of America (the “Government”), or its
registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place as the
Government may hereafter designate in writing, the principal sum of EIGHT HUNDRED FORTY
THREE THOUSAND DOLLARS ($843,000), plus interest on the unpaid principal balance at the rate of
4.375% per annum. The said principal and interest shall be paid in the following installments on the
following dates: Monthly installments of interest only, commencing 30 days following delivery of the
Bond and continuing on the corresponding day of each month for the first 24 months after the date hereof,
and $3,802, covering principal and interest, thereafter on said corresponding day of each month, except
that the final installment shall be paid at the end of 40 years from the date of this Bond, in the sum of the
unpaid principal and interest due on the date thereof, and except that prepayments may be made as
provided hereinbelow. The consideration herefor shall support any agreement modifying the foregoing
schedule of payments.

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

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

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

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

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

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

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

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

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

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

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

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted May 14,
2009, authorizing issuance of this Bond (the “Resolution™).

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

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

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

@ WATER REVENUE BONDS, SERIES 1972 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS”);

(1D WATER REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC), DATED APRIL
23, 2004, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$533,721 (THE “SERIES 2004 A BONDS”); '

(III) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A BONDS”);

(IV) WATER REVENUE BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $713,000 (THE “SERIES 2006 B BONDS”);

V) WATER REVENUE BONDS, SERIES 2006 C (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $1,918,050 (THE “SERIES 2006 C BONDS™); AND

(V) WATER REVENUE BONDS, SERIES 2009 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED MAY 18, 2009 ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,526,000 (THE “SERIES
2009 A BONDS”).

THE SERIES 1972 BONDS, SERIES 2004 BONDS, SERIES 2006 A BONDS, SERIES 2006 B
BONDS, AND SERIES 2006 C BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture, the.
Bonds will be in default should any proceeds of the Bonds be used for a purpose that will contribute to
excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricultural
commodity.
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IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted hereon
and attested by its Secretary, all as of the date hereinabove written.

LAVALETTE PUBLIC
SERVICE DISTRICT

[CORPORATE SEAL]}

ATTEST:

ol A oL,

Secretary, Public Service Board
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1) $192,290 - . May 18,2009 (19)
@ o (20)
3) - 21)
4 ' (22)
5) (23)
(6) (24)
0] (25)
(8) (26)
%) 27
(10) (28)
(11) (29)
(12) (30)
(13) @31)
(14) | (32)
(15) (33)
(16) (34)
(17) : (35)
(18) (36)
TOTAL §
5
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(Form of Assignment)

ASSIGNMENT

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

the  withim _ Bond  and does  hereby i_rr'é'vdcably' 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: s

In the presence of;
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LAVALETTE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2609 A
(UNITED STATES DEPARTMENT OF AGRICULTURFE)
$1,526,000

REGISTRATION BOOKS

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

Inm Whose Name

Registered Signature of Secretary of Registrar

Bond No. | Date of Registration

AR-1 May 18, 2009 United State.:; Department - ;
of Agriculture . /

05.05.09
509380.00003

11
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LAVALETTE PUBLIC SERVICE DISTRICT

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

$843,000

REGISTRATION BOOKS

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

; . In Whose Name . )
Bond No. Date of Registration Registered Signature of Secretary of Registrar
BR-1 May 18, 2009 United Stateg Department /
of Agriculture ’ ' . /

05.05.09
509380.00003

CH3002604.1
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Chase Tower, Eighth Floor Writer's Contact Information
STEPTOE &
OHN SON Charleston, WV 253261588
J (304) 353-8000  {304) 353.8180 Fax

PLEC

ATTORNEYS AT LAW www.steptoc-johnson.com

May 18, 2009

Lavalette Public Service District
Water Revenue Bonds, Series 2009 A

(United States Department of Agriculture)

Lavalette Public Service District
Lavalette, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Lavalette
Public Service District in Wayne County, West Virginia (the "Issuer"), of its $1,526,000 Water
Revenue Bonds, Series 2009 A (United States Department of Agriculture) dated the date hereof
(the "Bonds™), pursuant to Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act"), a Bond Resolution duly adopted by the Issuer on May 14, 2009, (the "Bond
Legislation"). We have examined the law and such certified copies of proceedings and other
papers as we deem necessary to render this opinion,

As to questions of fact material to our opinion, we have relied upon the
representations of the Issuer contained in the Bond Legislation and in the certified proceedings
and other certifications of public officials furnished to us without undertaking to verify the same
by independent investigation.

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

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

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

CH5002584.1
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Lavalette Public Service District, et. al,
Page 2

3. Pursuant to the Act, the Bond Legislation creates a valid lien on the
funds pledged by the Bond Legislation for the security of the Bonds, on a parity with the Issuer’s
(1) Water Revenue Bonds, Series 1973, dated July 17, 1973, issued in the original aggregate
principal amount of $370,000, (2) Water Revenue Bonds, Series 2004 A, dated April 23, 2004
issued in the original aggregate principal amount of $533,721, (3) Water Revenue Bonds, Series
2006 A (United States Department of Agricuiture), dated February 23, 2006 issued in the original
aggregate principal amount of $2,000,000; (4) Water Revenue Bonds, Series 2006 B (United
States Department of Agriculture), dated February 23, 2006 issued in the original aggregate
principal amount of $713,000; (5) Water Revenue Bonds, Series 2009 C (West Virginia
Infrastructure Fund), dated February 23,2009, and (6) Water Revenue Bonds, Series 2009 B
(United States Department of Agriculture), dated May 18, 2009 issued concurrently herewith in
the original aggregate principal amount of $843,000.

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

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

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

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

Very truly yours,

05.04.09
509380.00003
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I Chase Tower, Eighth Floor Writer’s Contact Information
STEP ' 8 OE & P.O. Box 1588
OHN SON Chasleston, WV 253261588
] (304) 353-8000 (304) 353-8180 Fax

PLLC

ATTORNEYS AT LAW www,steptoe-johnson.com

May 18, 2009

Lavalette Public Service District
Water Revenue Bonds, Series 2009 B

(United States Department of Agriculture)

Lavalette Public Service District
Lavalette, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Lavalette
Public Service District in Wayne County, West Virginia (the "Issuer"), of its $843,000 Water
Revenue Bonds, Series 2009 B (United States Department of Agricuiture) dated the date hereof
(the "Bonds™), pursuant to Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act"), a Bond Resolution duly adopted by the Issuer on May 14, 2009 (the "Bond
Legislation"). We have examined the law and such certified copies of proceedings and other
papers as we deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon the
representations of the Issuer contained in the Bond Legislation and in the certified proceedings
and other certifications of public officials furnished to us without undertaking to verify the same
by independent investigation.

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

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

2. The Bond Legislation has been duly and effectively adopted and enacted

by the Issuer and constitutes a valid and binding obligation of the Issuer enforceable upon the
[ssuer.
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Lavalette Public Service District, ¢t. al.
Page 2

3. Pursuant to the Act, the Bond Legislation creates a valid lien on the
funds pledged by the Bond Legislation for the security of the Bonds, on a parity with the Issuer’s
(1) Water Revenue Bonds, Series 1973, dated July 17, 1973, issued in the original aggregate
principal amount of $370,000, (2) Water Revenue Bonds, Series 2004 A, dated April 23, 2004
issued in the original aggregate principal amount of $533,721, (3) Water Revenue Bonds, Series
2006 A (United States Department of Agriculture), dated February 23, 2006 issued in the original
aggregate principal amount of $2,000,000; (4) Water Revenue Bonds, Series 2006 B (United
States Department of Agriculture), dated February 23, 2006 issued in the original aggregate
principal amount of $713,000; (5) Water Revenue Bonds, Series 2009 C (West Virginia
Infrastructure Fund), dated February 23, 2009; and (6) Water Revenue Bonds, Series 2009 A
(United States Department of Agriculture), dated May 18, 2009 issued concurrently herewith in
the original aggregate principal amount of $1,526,000.

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

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

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

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

Very truly yours,

05.04.09
509380.00003
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Law OFFICES

RoBErT R. RODECKER
BE&T SQUARE
300 SUMMERS STREET, SUITE 1230

POST OFFICE BOX 3713

ROBERT R. RODECKER CHARLESTON, WEST VIRGINIA 25337 AREA CODE 304
rodecker@wvdst. net 343-1854
JAMES V. HELSH FACSIMILE
OF COUNSEL May 18, 2009 343-1657

keishiaw@yahoo.com

Lavalette Public Service District
Water Revenue Bonds, Series 2009 A; and
Water Revenue Bonds, Series 2009 B
(United States Department of Agriculture)

Lavalette Public Service District
Lavalette, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

| am Special PSC Counsel to Lavalette Public Service District, a public service
district in Wayne County, West Virginia (the "Issuer”). As such counsel, | have
examined copies of the approving opinion of Steptoe & Johnson PLLC, as bond
counsel, a Bond Resolution duly adopted by the Issuer on May 14, 2009 (the "Bond
Legislation"), other documents and papers relating to the Issuer and the above-
captioned Bonds of the Issuer (the "Bonds"), and documents and orders of The
County Commission of Wayne County relating to the creation and expansion of the
Issuer and the appointment of members of the Public Service Board of the issuer.
Capitalized terms used herein and not otherwise defined herein shall have the same
meanings set forth in the Bond Legislation when used herein.

i am of the opinion that:

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

2. The members and officers of the Public Service Board of the Issuer
have been duly, lawfully and properly elected or appointed, as applicable, have taken



Page 2
May 18, 2009

the requisite oaths, and are authorized to act in their respective capacities on behalf
of the Issuer.

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

4. The execution and delivery of the Bonds and the consummation of the
transactions contemplated by the Bonds and the Bond Legislation, and the carrying
out of the terms thereof, do not and will not, in any material respect, conflict with or
constitute, on the part of the Issuer, a breach of or default under any agreement,
document or instrument to which the Issuer is a party or by which the Issuer or its
properties are bound or any existing law, regulation, rule, order or decree to which
the Issuer is subject.

5. All permits, licenses, approvals, consents, certificates, orders,
exemptions and authorizations necessary for the due creation and valid existence of
the Issuer, the issuance of the Bonds, the acquisition and construction of the Project,
the operation of the System and the imposition of rates and charges have been
entered and/or received, including, without limitation, all requisite orders, certificates,
consents and approvals from The County Commission of Wayne County and the
Public Service Commission of West Virginia, and the Issuer has duly taken any other
action required for the imposition of such rates and charges, including, without
limitation, the adoption of a resolution prescribing such rates and charges, the time
for appeal of which has expired prior to the date hereof without appeal.

6. The Issuer has received all orders and approvals from the Public
Service Commission of West Virginia, including the Recommended Decision of the
Public Service Commission of West Virginia entered on January 26, 2009, in Case
No. 08-1657-PWD-CN, among other things, granting to the Issuer a certificate of
public convenience and necessity for the Project, approving the rates and charges of
the System, and approving the financing for the Project. The time for appeal of the
Recommended Decision which became final on February 7, 2009, has expired prior
to the date hereof without any appeal. Such Order remains in full force and effect.

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



Page 3
May 18, 2009

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

W/W@

Robert R. Rodecker
RRR/bg



LAVALETTE PUBLIC SERVICE DISTRICT

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

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BONDS

NO LITIGATION

GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC. _
CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME, ETC.
DELIVERY AND PAYMENT AND USE OF PROCEEDS
9. LAND AND RIGHTS-OF-WAY

10. MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.
1. CONTRACTORS' INSURANCE, ETC.

12. CONNECTIONS, ETC.

13. MANAGEMENT

14, GRANT

15. CONFLICT OF INTEREST

16. PROCUREMENT OF ENGINEERING SERVICES

17. EXECUTION OF COUNTERPARTS

0 NG LW

We, the undersigned CHAIRMAN and SECRETARY of the Public Service
Board of Lavalette Public Service District, in Wayne County, West Virginia (the "Issuer"), and
the undersigned COUNSEL for the Issuer, acting for the Issuer and in ifs name, hereby state
and certify on this the 18th day of May, 2009, in connection with the Lavalette Public Service
District Water Revenue Bonds, Series 2009 A (United States Department of Agricuiture),
No. AR-1, dated the date hereof, fully registered, in the principal amount of $1,526,000 (the
"Series 2009 A Bonds") and Water Revenue Bonds, Series 2009 B (United States Department
of Agriculture), No. BR-1, dated the date hereof, fully registered, in the principal amount of
$343,000 (the “Series 2009 B Bonds™), as follows:

1. AUTHORIZATION AND AWARD OF BONDS: The undersigned are
authorized to execute this certificate on behalf of the Issuer and are knowledgeable with respect
to the matters set forth herein. The entire issue of the Series 2009 A Bonds and the Series 2009
B Bonds have been duly awarded to the United States of America, acting by the United States
Department of Agriculture, Rural Utilities Service (the "Purchaser"), pursuant to a Letter of
Conditions from the Purchaser, dated April 25, 2006, and all amendments thereto, and as
appears in Section 7.03 of the Resolution of the Issuer duly adopted on May 14, 2009,
authorizing issuance of the Series 2009 A and Series 2009 B Bonds (the "Resolution” or "Bond
Resolution™). All capitalized terms used herein and not otherwise defined herein shall have the
same meaning as defined in the Bond Resolution when used herein. The Series 2009 A and
Series 2009 B Bonds are being issued on this date to finance a portion of the cost of the

| 16

CH5002591.1



acquisition and construction of the Project, herein defined and described, located within the
boundaries of the Issuer.

2. NO LITIGATION: No controversy or litigation of any nature is now
pending, or, to the knowledge of any of the undersigned, threatened, restraining, enjoining or
affecting in any manner the issuance and delivery of the Series 2009 A and Series 2009 B
Bonds or receipt of any grant monies, if any, committed for the System, hereinafter defined;
nor questioning the proceedings and authority by which the Issuer authorized the issuance and
sale of the Series 2009 A and Series 2009 B Bonds; nor in any way questioning or affecting the
validity of the grants, if any, committed for the System or the validity of the Series 2009 A and
Series 2009 B Bonds or any provisions made or authorized for the payment thereof, including,
without limitation, the pledge or application of any monies or security therefor; nor questioning
the existence, powers or proceedings of the Issuer or its Public Service Board (the "Governing
Body") or the title of the members and officers thereof to their respective offices; nor
questioning the operation of the System or the acquisition and construction of -the Project, a
portion of the cost of which is being financed out of the proceeds of sale of the Series 2009 A
and Series 2009 B Bonds; nor questioning the rates and charges provided for services of the
System.

3 GOVERNMENTAL APPROVALS: All applicable and necessary
approvals, permits, authorizations, registrations, exemptions, consents and certificates required
by law for the acquisition and consiruction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the Series
2009 A and Series 2009 B Bonds have been duly and timely obtained and remain in full force
and effect. Competitive bids for the acquisition and construction of the Project were solicited
in accordance with Chapter 5, Article 22, Section 1 of the Official West Virginia Code of 1931,
as amended, which bids remain in full force and eftect.

The Issuer has received the Recommended Decision of the Public Service
Commission of West Virginia entered on January 26, 2009, which became Final Order on
February 7, 2009, in Case No. 08-1657-PWD-CN, granting to the Issuer a certificate of public
convenience and necessity for the Project and approving the financing for the Project. The time
for appeal has expired prior to the date hereof without any appeal. Such Order remains in full
force and effect.

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

There are outstanding obligations of the Issuer which will rank on a parity with
the Series 2009 A Bonds and Series 2009 B Bonds as to liens, pledge and source of and security
for payment, and in all respects, being the Issuer’s: (1) Water Revenue Bonds, Series 1973,
dated July 17, 1973, issued in the original aggregate principal amount of $370,000 and
currently held by the Rural Utilities Service, United States Department of Agriculture; and (2)
Water Revenue Bonds, Series 2004 A, dated April 23, 2004 issued in the original aggregatc
principal amount of $533,721, currently held by United Bank, Inc.; (3) Water Revenue Bonds,
Series 2006 A (United States Department of Agriculture), dated February 23, 2006, issued In
the original aggregate principal amount of $2,000,000; (4) Water Revenue Bonds, Series 20067
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B (United States Department of Agriculture), dated February 23, 2006, issued in the original
aggregate principal amount of $713,000; and (5) Water Revenue Bonds, Series 2009 C (West
Virginia Infrastructure Fund), dated February 23, 2009, issued concurrently herewith in the
original aggregate principal amount of $1,918,050 (collectively, the “Prior Bonds”). Other
than the Prior Bonds there are no other outstanding bonds or obligations of the Issuer which
rank prior to or on a parity with the Series 2009 A and Series 2009 B Bonds as to liens, pledge
and/or service of and security for payment.

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

5. SIGNATURES, ETC.: The undersigned Chairman and Secretary did,
for the Issuer on the date hereof, officially execute and seal the Series 2009 A and Series 2009
B Bonds with the official corporate seal of the Issuer, an impression of which seal is on this
certificate above our signatures and said officers are the duly elected or appointed (as
applicable), qualified and serving officers as indicated by the official titles opposite their
signatures below, and are duly authorized to execute and seal the Series 2009 A and Series
2009 B Bonds for the Issuer.

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

Bond Resolution

1973 Bond Resolution

2004 A Bond Resolution

2006 A, 2006 B and 2006 C Bond Resolution

Consent of USDA to Issuance of Parity Bonds

Consent of Water Development Authority to Issuance of Parity Bonds
Consent of United Bank to Issuance of Parity Bonds

USDA Letter of Conditions, with all amendments

Consent of United Bank, Inc.

Public Service Commission Order
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County Commission Orders on Creation of District
County Commission Orders of Appointment of Current Board Members
Oaths of Office of Current Board Members
Rules of Procedure
Affidavit of Publication of Notice of Filing
Minutes of Current Year Organizational Meeting
Minutes on Adoption of Bond Resolution
Bureau for Public Health Permit
United States Department of Agriculture Loan Agreements
United States Department of Agriculture Grant Agreement
Receipt and Release of Series 2007 A Bonds
7. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper corporate
fitle of the Issuer is "Lavalette Public Service District" and its principal office and place of
business are in Wayne County, West Virginia. The Issuer is a public service district and public
corporation and political subdivision of the State of West Virginia. The governing body of the
Issuer is its Public Service Board consisting of three duly appointed, qualified and acting

members, whose names and dates of commencement and termination of current terms of office
are as follows:

Date of Date of

Commencement Termination
Name of Office of Office
Dennis I. Lyons March 13, 2001 March 13, 2007
William Willis November 13, 2005 November 13, 2011
Michae] Blatt January 23, 2001 January 23, 2007

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

Chairman - Dennis J. Lyons
Secretary/Treasurer - William Willis

The duly appointed and acting Attorney for the Issuer is Robert Rodecker,
Esquire, Charleston, West Virginia.

CH500259%.1



8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the date
hereof, the Series 2009 A and Series 2009 B Bonds were delivered to the Purchaser at
Lavalette, West Virginia, by the undersigned Chairman for the purposes of (i) paying the
Issuer’s Waterworks Revenue Design Bonds, Series 2007 A; (i) paying 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 (iii) paying certain costs of
issuance of the Bonds and related costs, and at the time of such delivery, the Series 2009 A and
Series 2009 B Bonds have been duly and fully executed and sealed on behalf of the Issuer in
accordance with the Resolution,

At the time of delivery of the Series 2009 A Bonds and Series 2009 B Bonds, the
undersigned Chairman received $192,291, being a portion of the principal amount of the Series
2009 A Bonds and $192.290, being a portion of the principal amount of the Series 2009 B
Bonds. Further advances of the balance of the principal amount of the Series 2009 A Bonds
and Series 2009 B Bonds will be paid to the Issuer as acqnisition and construction of the Project
progresses.

The total cost of the Project is estimated at $4,208,000. Sources and uses of
funds for the Project are as follows:

SOURCES

Proceeds of the Series 2009 A Bonds $1,526,000
Proceeds of the Series 2009 B Bonds $ 843,000
Proceeds of the Grant from the USDA $1.839.000
Total Sources $4.208.000
USES

Costs of Acquisition and Construction $3,996,156
Payment of the Series 2007 A Bonds $ 190,494
Costs of [ssuance $ 21,350
Total Uses - $4.,208.000

The Series 2009 A Bonds are dated the date hereof, and interest on advances of
the principal thereof at the rate of 4.5% per annum is payable from the date of each respective
advance. :

The Series 2009 B Bonds are dated the date hereof, and interest on advances of
the principal thereof at the rate of 4.375% per annum is payable from the date of each
respective advance.

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

9. LAND AND RIGHTS-OF-WAY: All land in fee simple and all rights-of-
way and ecasements necessary for the acquisition, construction, operation and maintenance of
the Project and the System have been acquired or can and will be acquired by purchase, or if

5
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necessary, by condemnation by the Issuer and are adequate for such purposes and are not or
will not be subject to any lens, encumbrances, reservations or exceptions which would
adversely affect or interfere in any way with the use thereof for such purposes. The costs
thereof, including costs of any properties which may have to be acquired by condemnation, are,
in the opinion of all the undersigned, within the ability of the Issuer to pay for the same without
jeopardizing the security of or payments on the Series 2009 A and Series 2009 B Bonds.

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

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

12. CONNECTIONS, ETC.: The Issuer will serve at least 3,365 bona fide
users with the System upon the completion of the Project, in full compliance with the
requirements and conditions of the Purchaser.

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

14. GRANT: As of the date hereof, the grant from the United States
Department of Agriculture in the amount of $1,839,000 is committed and in full force and
effect.

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

16. PROCUREMENT OF ENGINEERING SERVICES: The Issuer has
complied in all respects with the requircments of Chapter 3G, Article 1 of the West Virginia
Code of 1931, as amended, in the procurement of engineering services to be paid from
proceeds of the Bonds.

6
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17. EXECUTION OF COUNTERPARTS: This document may be executed in
one or more counterparts, each of which shall be deemed an original and all of which shall
constitute but one and the same docurment.

[Remainder of Page Intentionally Left Blank]
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WITNESS our signatures and the official corporate seal of LAVALETTE
PUBLIC SERVICE DISTRICT on the day and year first written above.

[CORPORATE SEAL]
SIGNATURE OFFICIAL TITLE
Chairman
Secretary

Attorney for Issuer

(5.04.09
509380.00003
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WITNESS our signatures and the official corporate seal of LAVALETTE PUBLIC
SERVICE DISTRICT on the day and year first written above.

[CORPORATE SEAL]
SIGNATURE OFFICIAL TITLE
Chairman
Secretary

AAU/ / M Attorney for Issuer

(Paragraph 3 only)

05.04.09
509380.00003
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EAVALETTE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2009 A; and
Water Revenue Bonds, Series 2009 B
{United States Department of Agricniture)

FNGINEER'S CERTIFICATE

1. Mark MeCietigan, Registered Professional Engancer, West Virgnua License
No. 016862 of E.L. Robinsen Engineering ¢ ompany. Cross Lanes, West Vireinia, heveby
cortify this 18th day of May. 2009 that my firm js the enginecr for the acquisition and
construction of cortuin addilions. improvements and extensions (the “Project’™ o the
existing water system (the “Systen™) of Lavalette Public Service District (the “Issuer™), to
be acquired and constructed in Wayne County, West Virginia, winch acquisition and
construction are being financed in whole ar in part by the above-captioned bonds of the
Issuer.

I further cemify that the Project will, o the best of my knowledge, be
constructed in aecordance with plans and specifications prepared by my firm and that the
Systern and the Project are situate wholly or chiefly within the boundaries of the Tssuer,

T further certify that the Project is adequate for the purpose for which it was
desipned and thal all necessary governmental approvals, consents, authotizations,

certificates and permits for the acquisition and construction thercof have been obtained or
can and will be obtained.

WITNESS my signature on the day and year first written above.

E.L. ROBINSON ENGINEERING COMPANY

V2 /?ff/é’/‘fld’“'

Malh Mr.(‘etm,uza P F

65004 (4
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WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
1207 Quarrier Streat

Suite 401 Date of Report: _ 18-May-09
Charleston, WV 25301 _

(304) 558-3871 N

ISSUE: Lavalette Public Service District -
Water Revenue Bonds, Series 2000 A United States Department of Agricutture}

ADDRESS: 5308 Rte 152, Lavalette, West Virginia 25635 COUNTY: Wayne
PURPOSE OF ISSUE:

New Money: X

Refunding: REFUNDS ISSUE(S) DATED:  NA
ISSUE DATE: 18-May-09 CLOSING DATE: 18-May-09
ISSUE AMOUNT: $1,526,000 RATE: 4,50% 7
1ST DEBT SERVICE DUE: 15T PRINCIPAL DUE NA
1ST DEBT SERVICE AMOUNT NA PAYING A'GENT'. issuer
BOND COUNSEL: UNDERWRITERS COUNSEL

Firm:. Steptoe & Johnson PLLC . Firm:

Contact John Stump, Esquire Contact:

Phone: (304) 353.8196 Phone:
CLOSING BANK: ESCROW TRUSTEE:

Bank: Firm:

Contact; Contact:

Phone: Phone:
KNOWLEDGEABLE ISSUER CONTACT OTHER:

Contact: Darrell Weliman Agency: United States Department of

Position: General Manager Agricullure

Phone: 304.525.3771 Contact: Tracey Rowan

Position: Rural Developoment Specialist
Phone: 304,776.5298 x 116

DEPOSITS TO MBC AT CLOSE

By: Wire Accrued Interest: 5
Check Capitalized Interest: $

Reserve Account: $

Other: $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee $
Check To Issuer $

IGT To Cons. tnvest. Furu $

To Other: $

NOTES:  Monthly debt service payments will be made by the District directly to the National Finance Office.
The Municipal Bond Commission will only hold the Series 2008 A Reserve Account. The first payment into
ihe Reserve Account will commence 24 months following the date hereof.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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WV MUNICIPAL BOND COMRMISSION
1207 Quarrier Street

Suite 401

Charleston, WYV 25301

(304) 558-3571

NEW iSSUE REPORT FORM

Date of Report:  18-May-09

ISSUE: l.avalette Public Service District
Water Revenue Bonds, Series 2009 B United States Department of Agriculture)

ADDRESS: 5308 Rie 152, Lavalette, West Virginia 25535 COUNTY: Wayne
PURPOSE OF ISSUE:

New Money: X )

Refunding: REFUNDS iSSUE(S) DATED: NA
ISSUE DATE: 18-May-09 CLOSING DATE: 18-May-08
ISSUE AMOUNT: $843,000 RATE: 4.375%

t1ST DEBT SERVICE DUE:
1ST DEBT SERVICE AMOUNT NA

1ST PRINCIPAL DUE NA
PAYING AGENT:

Issuer

BOND COUNSEL.
Firm: Steptoe & Johnson PLLC
Contact John Stump, Esguire
Phone: {304} 353.8196

CLOSING BANK:
Bank;:
Contact;
Phone:

KNOWLEDGEABLE ISSUER CONTACT
Contact: Darrell Wellman
Position: General Manager
Phone: 304.525.3771

UNDERWRITERS COUNSEL
Firm:
Contact:
Phone:

ESCROW TRUSTEE:
Firm:
Contact:
Phone:

OTHER:
Agency: United States Department of
Agricutture
Contact: Tracey Rowan
Position: Rural Developoment Speciaiist
Phone: 304.776.5298 x 116

DEPOSITS TO MBC AT CLOSE

By: Wire Accrued Interest: 5
Check Capitalized interest: $
Reserve Account: $
Other: $
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire To Escrow Trustee $
Check To Issuer $
iGT To Cons. invest. Fun $
To Other: $
NOTES: Monthly debt service paymenis will be made by the District directly to the National Finance Office,

The Municipal Bond Commission will only hold the Series 2000 B Reserve Account. The first payment into

the Reserve Account will commence 24 months following the date hereof.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED;

TRANSFERS REQUIRED:
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LAVALETTE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Serjes 2009 A and
Water Revenue Bonds, Series 2009 B
(United States Department of Agriculture)
RECEIPT OF DEPQSITORY BANK
The undersigned duly authorized representative of United Bank, Inc., Huntington,

West Virginia (the “Bank”), hereby certifies that on May 18, 2009, the Bank received an automated
transfer in the amount of $384,581 to the credit of the Series 2009 Bonds Construction Trust Fund,

Account Number 0069693596.

WITNESS my signature on this 18th day of May, 2003
UNITED BANK, INC.

By: ¢ ° Sl

Its: Auy(zed Officer /

(5.05.0%
509380.00003
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LAVALETTE PUBLIC SERVICE DISTRICT
Water Revenue Bonds, Series 2009 A; and

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

RECEIPT AND RELEASE OF SERIES 2007 A BONDS

The undersigned duly authorized representative of the West Virginia Water Development
Authority, West Virginia (the “Autherity”), the holder of the Lavalette Public Service District
Waterworks Revenue Design Bonds, Series 2007 A (West Virginia Infrastructure Fund), dated August
28, 2007, in the original aggregate principal amount of $200,000 (the “Series 2007 A Bonds™) hereby
certifies and declares that on May 18, 2009, the Authority received from the Lavalette Public Service
District (the “Issuer’) the sum of $190,494 and that such sum is sufficient to pay in full the entire
outstanding principal of and all accrued interest on the Series 2007 A Bonds to the date hereof and to
discharge all liens, pledges and encumbrances securing the Series 2007 A Bonds.

Dated this20thday of May, 2009.

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

Its: Authorized Officer £~

05,05.09
509380.00003
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CANCELLED
iN FULL

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
LAVALETTE PUBLIC SERVICE DISTRICT
WATERWORKS SYSTEM DESIGN REVENUE BONDS, SERIES 2007 A
{(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-1 $200,000

KNOW ALL MEN BY THESE PRESENTS: That LAVALETTE PUBLIC SERVICE
DISTRICT, a public 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 hercinafter set forth, to the West Virginia Water Development Authority (the
“ Authority") or registered assigns the sum of TWO HUNDRED THOUSAND DOLLARS ($200,000),
or such lesser amount as shall have been advanced to the Issuer hereunder and not previously repaid, as
set forth in the "Record of Advances” attached as EXHIBIT A hereto and incorporated herein by
reference, in quarterly installments on March 1, June 1, September 1 and December 1 of each year,
commencing June 1, 2008, as set forth on the nSehedule of Annual Debt Service" attached as EXHIBIT B
hereto and incorporated herein by reference, with no interest.

Principal installments of this Bond are payable in any coin OF 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
Comumission, Charleston, West Virginia (the "Paying Agent"}).

This Bond may be redeemed prior to its stated date of maturity in whole or in part, but
only with the express written consent of the Authority and the West Virginia Infrastructure and Jobs
Development Council (the ™ Council"), and upon the terms and conditions prescribed by, and otherwise
in compliance with, the Loan Agreement by and between the Issuer and the Authority, on behalf of the
Council, dated August 28, 2007.

This Bond is issued (i) to pay a portion of the costs of design of certain improvements and
exiensions to the existing public waterworks facilities of the Issuer (the design of the aforementioned
improvements and extensions is herein referred to as the “Project”, and the existing public waterworks
system of the Issuer, together with any further additions, betterments and improvements thereto, including
those contemplated by the Project, are collectively referred to as the “System”); and (ii) to pay cosis of
issuance of the Bonds of this Series (the “Bonds”) and related costs. 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 16, Ariicle 13A and Chapter 31, Article 15A of the West Virginia Code of
1931, asamended (the "Act"), and a Bond Resolution duly adopted by the Issuer on August 21, 2007, and
a Supplemental Resolution duly adopted by the Issuer on August 21, 2007 (collectively, the "Bond
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CAMCELLED
PAID IN FULL
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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 JUNIOR AND SUBORDINATE WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER RESPECTS,
WITH THE ISSUER'S () WATER REVENUE BONDS, SERIES 1972 (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JULY 17, 1973, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $370,000 (THE “SERIES 1972 BONDS"); (I) WATER
REVENUE BONDS, SERIES 2004 A (UNITED BANK, INC.), DATED APRIL 23, 2004, ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $533,721 (THE “SERIES 2004 A
. BONDS™); (III) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $2,000,000 (THE “SERIES 2006 A BONDS”); (1V) WATER REVENUE
BONDS, SERIES 2006 B (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED
FEBRUARY 23, 2006, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$713,000 (THE “SERIES 2006 B BONDS™); AND (V) WATER REVENUE BONDS, SERIES 2006 C
(WEST VIRGINIA INFRASTRUCTURE FUND), DATED FEBRUARY 23, 2006, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,918.050 (THE “SERIES 2006 C BONDS”)
(COLLECTIVELY, THE "PRIOR BONDS").

This Bond is payable only from and secured by a pledge of the Net Revenues (as defined
in the Bond Legislation) to be derived from the operation of the System, junior and subordinate with the
pledge of Net Revenues in favor of the holders of the Prior Bonds, and from moneys in the reserve account
created under the Bond Legislation for the Bonds (the "Series 2007 A Bonds Reserve Account”) and
unexpended proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the principal of and
interest, if any, on all bonds which may be issued pursuant to the Act and shall be set aside as a special
fund hereby pledged for such purpose.

This Bond does not constitute a corporate indebtedness of the Issuex within the meaning
of any constitutional or statutory provisions or limitations, nor shall the Issuer be obligated to pay the
same, except from said special fund provided from the Net Revepues, the moneys in the Series 2007
A Bonds Reserve Account and unexpended proceeds of the Bonds. Pursuant to the Bond Legislation, the
Issuer has covenanted and agreed to establish and maintain just and equitable rates and charges for the use
of the System and the services rendered thereby, which shall be sufficient, together with other revenues
of the System, to provide for the reasonable expenses of operation, repair and maintenance of the System,
and to leave a balance each year equal to at least 115% of the maximum amount payable in any year for
principal of and interest, if any, on the Bonds and ali other obligations secured by a lien on or payable
from such revenues on a parity with the Bonds, including the Prior Bonds; provided however, that so long
as there exists in the Series 2007 A Bonds Reserve Account an amount at least equal to the maximum
amount of principal and interest, if any, which will become due on the Bonds in the then current or any
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CANCELLED
PAID IN FULL
naTE: Moo/ V6 2007 ‘

succeeding year, and in the Tespective reserve accounts established for any other obligations outstanding
on a parity with the Bonds, including the Prior Bonds, an amount at Jeast equal to the requirement therefor,
such percentage may be reduced to 110%. The Issuer has entered into certain further covenants with the
registered owners of the Bonds for the terms of which reference is made to the Bond Legislation.
Remedies provided the registered owners of the Bonds are exclusively as provided in the Bond Legislation,
to which reference is here made for a detailed description thereof. '

Subject to the Tegistration requirements set forth herein, this Bond is transferable, as
provided in the Bond Legislation, only uponthe books of The Huntington National Bank, Charleston, West
Virginia, as registrar (the “Registrar”), by the registered owner, or by its attorney duly authorized in
writing, upon the surrender of this Bond together with a written instrument of transfer satisfactory (o the
Registrar duly executed by the registered owner or its attorney duly authorized in writing.

Subiject fo 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 mstrument under the Uniform
Commercial Code of the State of West Virginia. '

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

Under the Act, this Bond is exempt from taxation by the State of West Virginia and other
taxing bodies of the State.

. 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 ail other obligations of the Issuer, does not exceed any limit prescribed
by the Constitution or statutes of the State of West Virginia and that a sufficient amount of the Net
Revenues of the Systermn 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 coniract evidenced by this Bond to the same extent as if written
fully herein.

CHO10154.1 3
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paTEMay 16, 2200
BY :@C’

IN WITNESS WHEREOF, LAVALETTE PUBLIC SERVICE DISTRICT has caused
“this Bond to be signed by its Chairperson and its corporate seal to be hereunto affixed and attested by its
Secretary, and has caused this Bond to be dated August 28, 2007.

[SEAL]
Chairpn
ATTEST:
Kl \ SRV W% /7
Secrétary g0

. CH910154.1 4



Legislation and has been duly registered in the

set forth below.

CH910134.1

CANCELLED

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2007 A Bonds described in the within-mentioned Bond

Date: August 28, 2007,

THE HUNTINGTON NATIONAL BANK,
as Registre

’
& ¢
p

name of the registered owner set forth above, as of the date

Authorized/Ofﬁceﬁ/




CANCELLED

eAID IN F%LL
paTE: Moy 1 X,
BY :Qﬁb
EXHIBIT A
RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE

(1) $200.000 August 28, 2007 (19 - $
{2) $ (20) $
(3) $ @2n %
(4) $ 2§
(3) $ 23 _§
(6) $ 24y _ §
(N $ 25 _ $
(8) $ 26y %
(9) $ n__$
(10) $ (28) $
(11} $ (29} $
{12) $ 30§
(13) $ B %
(14) $ 3 %
(15 - % 33 §
(16) $ 34 _§
(17} $ 35) _§
(18) $ (36) 3

TOTAL $

CH910154.1
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SCHEDULE OF ANNUAL DEBT SERVICE

CANCELLED
PAID IN FULL




$200,000

. . . s “ELLED
Lavalette Public Service District g%%‘g %E EULL
9 o =7 AP =
0% Interest Rate; 20 Years DATE: ? hlays
Closing Date: August 28, 2007 BY

Debt Service Schedule

Date Principal Coupon Total P+
09/01/2007 - . -
12/01/2007 - - -
03/01/2008 . . .
06/01/2008 2,500.00 N e o 2,500.00
09/61/2008 7,500.00 - "7773,500.00
12/01/2008 2,500.00 . 2,500.00
03/01/2009 ©2,500.00 . 2,500.00
06/01/2009 2,500.00 - 2,500.00 -
09/01/2009 2.500.00 N - 2,500.00
1270172000 3.500.00 R 7.500.00
03/01/2010 2,500.00 . 2.,500.00
06/01/2010 2,500.00 . 2,500.00
09/01/2010 2,500.00 - 2,500.00
12/01/2010 2,500.00 e o 2,500.00
63/0172011 3.500,00 . 3.,500.00
06/01/2011 2,500.00 - 2,500.00
09/01/201 2,500.00 . 2,500.00
12/01/2011 2,500.00 - 2,500.00
03012012 2,500.00 o — .. 2,500.00
06/01/2012 ’ 3.500.00 : 3.500.00
09/01/2012 2,500.00 - 2,500.00
12/01/2012 2,500.00 - 2,500.00
03/01/2013 2,500.00 . 2,500.00
06/01/2013 2,500.00 - N 2,500,00
09/01/2013 7.500.00 : 3.500.00
12/01/2013 2,500.00 . 2,500.00
03/01/2014 2,500.00 - 2,500.00
06/01/20%4 2,500.00 - 2,500.00
090172014 e 2,500.00 e e 2,500.00
12/01/2014 N 2,500.00 - 2,500.00
03/01/2015 2,500.00 - 2,500.00
06/01/2015 2,500.00 - 2,500.00
09/01/2015 2,500.00 - 2,500.00
12/01/2015 2,500.00 . o 2,500.00
0370172016 3.,500.00 . 3 500.00
06/01/2016 2,500.00 - 2,500.00
09/01/2016 2,500.00 . 2,500.00
12/0172016 2,500.00 - 2.500.,00
03/01/2017 2,500.00 . - o 2,500.00
0670172017 2.500.00 . 3,500.00
09/01/2017 2,500.00 - 2,500.00
12/01/2017 2,500.00 - 2,500.00
03/01/2018 2,500.00 . 2,500.00
06/01/2018 2,500.00 - 2,500.00




$200,000

, . . CANCELLED
Lavalette Public Service Distriet PAID IN FULL
0% Interest Rate; 20 Years pate: Wy %, 2009
Closing Date: August 28, 2007 By 04

Debt Service Schedule

Date Principal Coupon Tetal P+1
0570172018 2,500.00 - 2,500.00
12/01/2018 2,500.00 - 2,500.00
03/01/2019 2,500.00 - 2,500.00
06/01/2019 2,500.00 - 2,500.00
09/01/2019 2,500.00 - 2,500.00
1270172019 3,500.00 - 3,500.00
03/01/2020 2,500:00 - 2,500.00
06/01/2020 2,500.00 - 2,500.00
09/01/2020 2,500.00 - 2,500.00
12/01/2020 2,500.00 - 2,500.00
0370172021 3,500.00 - 2,500.00
06/01/2021 2,500.00 - 2,500.00
09/01/2021 2,500.00 . 2,500.00
12/01/2021 2,500.00 - 2,500.00
03/01/2022 2,500.00 - 2,500.00
06/01/2022 2,500.00 - 2,500.00
09/01/2022 2,500.00 - 2,500.00
12/01/2022 2,500.00 - 2,500.00
03/01/2023 2,500.00 - 2,500,00
06/01/2023 2,500.00 - 2,500.00
0970172023 %.500.00 - 2,500.00
12/01/2023 2,500.00 - 2,500.00
03/01/2024 2,500.00 . 2,500.00
06/01/2024 2,500.00 - 2,500.00
09/01/2024 2,500.00 - 2,500.00
1270172024 2,560.00 : 2,500.00
03/01/2025 2,500.00 - 2,500.00
06/01/2025 2,500.00 - 2,500.00
09/01/2025 2,500.00 . 2,500.00
12/01/2025 2,500.00 - 2,500.00
0370172026 2,500.00 _ 2,500.00
06/01/2026 2,500.00 . 2,500.00
09/01/2026 2,500.00 - 2,500.00
12/01/2026 2,500.00 - 2,500.00
03/01/2027 2,500.00 - 2,500.00
0616172027 2,500.00 - 2.500.00
09/01/2027 2,500.00 - 2,500.00
12/01/2027 2,500.00 - 2,500.00
03/01/2028 2,500.00 - 2,500.00

Total $200,000.00 - $200,000.00




$200,000
Lavalette Public Service District
0% Interest Rate; 20 Years
Closing Date: August 28, 2007

Q&%@ELLE@

(gu‘:ﬁ‘?m

/

AID IN FULL
DATF &\’\

Debt Service Schedule

Yield Statistics

Bond Year Dollars $2.126.67
Average Life 10.633 Years
Average Coupon -
Net Interest Cost (NIC) -
True Inferest Cost (TIC) -1.41E-10
Bond Yield for Arbitrage Purposes -1.41E-10
Al Inclusive Cost (AIC) -1.41E-10
IRS Form 8038

Net Interest Cost -
Weighted Average Maturity 10.633 Years




AT
it

CANCELLED
PAID N

N,

FULL

(Form of)

ASSIGNMENT

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

fhe within Bond and does hereby irrevocably constitute and appoint
. Attorney to transfet the said Bond on the books

kept for registration of the within Bond of the said Issuer with full power of substitution in the premises.

Dated: ,

In the presence of:

CH910154.1 11
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