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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXT ENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF McDOWELL COQUNTY
PUBLIC SERVICE DISTRICT, AND THE FINANCING OF
THE COST, NOT OTHERWISE PROVIDED THEREOF,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $145,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2001 A
(UNITED STATES DEPARTMENT OF AGRICULTURE); .
DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BONDS; PROVIDING GENERALLY
FOR THE RIGHTS AND REMEDIES OF AND SECURITY
FOR THE HOLDER OF THE BONDS; AND PROVIDING
WHEN THIS RESOLUTION SHALL TAKE EFFECT

BEIT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD
OF McDOWELL COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE ]
STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS
Section 1.01. Authority for This Resolution. This Resolution is adopted

pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 193 1, as

amended (the "Act"), and other applicable provisions of law. McDowell County Public

Service District (the "Issuer") is a public corporation and public service district and political

subdivision of the State of West Virginia in McDowell County of said State, duly created
“pursuant to the Act by The County Commission of McDowell County.

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

A, The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, construct, Operate and maintain certain additional public
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service properties consisting of additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be
owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for the health, weifare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of a water treatment
and distribution facility (waterline extension Project) and all necessary appurtenant facilities
in the communities of Caretta and Bartley, McDowel} County, West Virginia (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/Treasurer 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.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,

Series 2001 A (United States Department of Agriculture), in the aggregate principal amount
of $145,000 (the "Series 2001 A Bonds"), to finance a portion of the cost of such acquisition
and construction in the manner hereinafter provided. The cost of such acquisition and
construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the cost of all property rights, easements and franchises deemed
: necessary or convenient therefor and for the improvements and extensions thereto; interest
on the Series 2001 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the Improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility
or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
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of the properties and the placement of same in operation; provided that, reimbursement to the
Issuer for any amounts expended by it for the repayment of indebtedness incurred for costs
of the Project by the Issuer shall be deemed costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 2001 A Bonds as to liens, pledge and source of and security for
payment: (i) Water Revenue Bond, Series 1993, dated Jupe 23, 1993, issued in the original
aggregate principal amount of $818,000 (the "Series 1993 Bonds "); (ii) Water Revenue Bond,
Series 1995, dated September 26, 1995, issued in the original aggregate principal amount of
$500,000 (the "Series 1995 Bond"); (iii) Water Revenue Bond, Series 1997 A, dated October
15, 1997, issued in the original aggregate principal amount of $350,000 (the "Series 1997 A
Bond"); (iv) Water Revenue Bonds, Series 1999 A, dated June 21, 1999, issued in the
original aggrepate principal amount of $360,000 (the "Series 1999 A Bonds"); (v) Water
Revenue Bonds, Series 1999 B, dated August 11, 1999, issued in the original aggregate
principal amount of $870,000 (the "Series 1999 B Bonds"); and (vi) Water Revenue Bonds,
Series 1999 C, dated August 11, 1999, issued in the original aggregate principal amount of
$125,000, all held by the Purchaser (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 2001 A Bonds as to liens, pledge and/or source of and security
for payment.

_ There are also outstanding obligations of the Issuer which will not rank on a
parity with the Series 2001 A Bonds as to liens, pledge and source of and security for
payment being the Waterworks System Design Notes, Series 2000 A, dated August 1, 2000,
issued in the original aggregate principal amount of $20,000 (the "Prior Notes").

H. It is in the best interest of the Issuer that the Series 2001 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated
“July 7, 1998, and all amendments thereto, if any (collectively, the "Letter of Conditions"),

L The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limjtation, the imposition of rates and charges, and the issuance of the
Series 2001 A Bonds, or will have so complied prior to issnance of the Series 2001 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
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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. Inconsideration of
the acceptance of the Serjes 2001 A Bonds by those who shall be the Registered Owner of
the same from time to time, this Resolution (the "Bond Legislation") shall be deemed to be

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

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

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

"Bond Registrar" means the Issuer, which shall usually so act by its
Secretary/Treasurer,

"Bonds" means, collectively, the Series 2001 A Bonds and the Prior Bonds,
"Chairman" means the Chairman of the Governing Body.,

"Comtmission” 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 Stafford Consultants, Incorporated, Princeton,
West Virginia, or any qualified engineer or firm of engineers which shall at any time
hereafter be retained by the Issuer as Consulting Engineer for the System,

| "Depository Bank" means Ameribank, War, West Virginia, a bank or trust
-company which is a member of FDIC (herein defined), and its successors and assigns.

"Facilities” or "waterworks facilities" means all the tangible properties of the
System and also any tangible properties which may hereafter be added to the System by
additions, betterments, extensions and improvements theretg and properties, furniture,
fixtures or equipment therefor, hereafter at any time constructed or acquired.
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"FDIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year" means each 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 McDowell County Public Service
District, a public service district and a public corporation and a political subdivision of the
State of West Virginia, in McDowell County, West Virginia, and includes the Governing
Body.

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated July 7, 1998, and ali additional amendments thereto, if any.

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

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

"Operating Expenses" means the currentexpenses, paid or accrued, of operation

~ and maintenance of the Project and the System and its facilities, and includes, without
limiting the generality of the foregoing, insurance premiums, salaries, wages and
administrative expenses of the Issuer relating and chargeable solely to the Project and the
System, the accumulation of appropriate reserves for charges not annuaily recurrent but
which are such as may reasonably be expected to be incurred, and such other reasonable
operating costs as are normally and regularly included under recognized accounting principles
-and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses stated
above for the current year as working capital, and language herein requiring payment of
Operating Expenses means also retention of not to exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bonds and into all funds and
accounts have been made to the last monthly payment date prior to the date of such retention,
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"Prior Bonds" means, collectively, the Water Revenue Bond, Series 1993, the
Water Revenue Bond, Series 1995, the Water Revenue Bond, Series 1997 A, the Water
Revenue Bonds, Series 1999 A, the Water Revenue Bonds, Series 1999 B, and the Water
Revenue Bonds, Series 1999 C, of the Issuer described in Section 1.02G hereof.

"Prior Notes" means the Issuer’s Waterworks System Design Notes, Series 2000
A, dated August 1, 2000, issued in the original aggregate principal amount of $20,000.

"Prior Resolutions" means, collectively, the resolutions of the Issuer, adopted
June 23, 1993, September 26, 1995, October 15, 1997, June 16, 1999, and August 11, 1999,
respectively, authorizing 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" 1neans and includes any of the following, to the extent
such investments are permitted by law:

(@  Government Obligations;

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

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

(d  Any bond, debenture, note, participation certificate
or other similar obligations issued by the Federal National
Mortgage Association to the extent such obligation is guaranteed
by the Government National Mortgage Association or issued by
any other federal agency and backed by the full faith and credit
of the United States of America;
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(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 Federa] Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or increased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;

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

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

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

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



- "Registered Owner," "Bondholder," "Holder of the Bonds" or any similar term
neans any person who shall be the registered owner of the Bonds,

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

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

"Secretary/Treasurer” means the Secretary/Treasurer of the Governing Body.

"Series 2001 A Bonds" means the Water Revenue Bonds, Series 2001 A {United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation.

"System" means the complete public waterworks system of the Issuer, presently
existing in its entirety or any integral part thereof, and shall include the Project and any
improvements and extensions thereto hereafter acquired or constructed for the System from
any sources whatsoever. '

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

Words importing singular number shall include the plural number in each case
and vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, feminine or neuter gender shall include any other gender; and any
Tequirement for execution or attestation of the Bonds or any certificate or other document by

~ the Chairman or the Secretary/Treasurer shall mean that such Bonds, certificate or other
document may be executed or attested by an Acting Chairman or Acting Secretary/Treasurer.
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ARTICLE 11

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $682,000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 2001 A Bonds hereby authorized shall be
applied as provided in Article IV hereof.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.0]. Authorization of Bonds. Subject and pursuant to the
provisions of the Bond Legisiation, the Series 2001 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2001 A (United States Department of Agriculture)", are
hereby authorized to be issued in the principal amount of $145,000, for the purpose of
financing a portion of the cost of the acquisition and construction of the Project,

Section 3.02. Description of Bonds. The Series 2001 A Bonds shall be
issued in single form, numbered AR-1, only as a fully registered Bond, and shall be dated the
date of delivery thereof. The Series 2001 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4,5% Per annum, and shall be sold for the par value
thereof.

The Series 2001 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issner, and shali be payable as
provided in the respective Bond forms hereinafter set forth.

Section 3.03. - Negotiability, Registration, Transfer and Exchange of

No registration of transfer of the Series 2001 A Bonds shall be permitted to be
made after the 15th day next preceding any installment payment date on the Series 2001 A
Bonds.
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Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 2001 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2001 A Bonds initially issued pursuant hereto and register the transfer, or cause to be
registered by its agent, on such books, the transfer of the Series 2001 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2001 A Bonds for registration or
transfer only if ownership thereof is to be registered in the name of the Purchaser, an
individual (including joint ownership), a corporation, a partnership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federa! employer identification number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
information as may be required by law. The Series 2001 A Bonds shall initially be fully
registered as to both principal and interest in the name of the United States of America. So
long as the Series 2001 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, St. Louis, Missouri 63103, or such other address as shall be stated
in writing to the Issuer by thé United States of America.

Section 3.05. Execution of Bonds. The Series 2001 A Bonds shall be
executed in the name of the Issuer by the Chairman and its corporate seal shall be affixed
thereto and attested by the Secretary/Treasurer. In case any one or more of the officers who
shall have signed or sealed the Series 2001 A Bonds shall cease to be such officer of the
Issuer before the Series 2001 A Bonds so signed and sealed have been actually sold and
delivered, such Bonds may nevertheless be sold and delivered as herein provided and may
be issued as if the person who signed or sealed such Bonds had not ceased to hold such
office. The Series 2001 A Bonds may be signed and sealed on behalf of the Issuer by such
person as at the actual time of the execution of such Bonds shall hold the proper office in the
Issuer, aithough at the date of such Bonds such person may not have held such office or may
not have been so authorized.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the
Series 2001 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may
in its discretion issue and deliver a new Bond of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bonds or in lieu of
and substitution for the Bonds destroyed, stolen or lost, and upon the holder's furnishing the
Issuer proof of his ownership thereof and complying with such other reasonable regulations
and conditions as the Issuer may require. The Series 2001 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2001 A Bonds shall have
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matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 2001 A Bonds shall be secured forthwith by a first lien on
the Net Revenues derived from the System, on a parity with the Prior Bonds, The Net

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the Series 2001 A Bonds and the other details thereof shall be of substantially the following
tenor, with such omissions, insertions and variations as may be authorized or permitted
hereby or by any resolution adopted after the date of adoption hereof and prior to the
issuance thereof:
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

$145,000

No. AR-1 Date:

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower") promises to pay to the order of the United States of
America (the "Government"), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Government may hereafter designate
in writing, the principal sum of DOLLARS ($__
), plus interest on the unpaid principal balance at the rate of 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 $666, covering principal and interest, thereafter on said corresponding day of
each month, except that the final installment shal 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 instaliments as scheduled herein.
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If the Government at any time assigns this Bond and insures the payment
thereof, Borrower shali continue to make payments to the Government as collection agent for
the holder.

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

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

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

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

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized -
denomination or denominations, for the like principal amount, will be issued to the transferee
in exchange herefor.
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This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar. '

This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower duly
adopted February 21, 2001, authorizing issuance of this Bond (the "Resolution").

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

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER'’S (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; (3)
WATER REVENUE BOND, SERIES 1997 A; (4) WATER REVENUE BONDS, SERIES
1999 A; (5) WATER REVENUE BONDS, SERIES 1999 B; AND (6) WATER REVENUE
BONDS, SERIES 1999 C, ALL AS DESCRIBED IN THE RESOLUTION,

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

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]
Chairman, Public Service Board
HC 31 Box 436]
Welch, West Virginia 24801
ATTEST:
Secretary/Treasurer
CH3B4011.1
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RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
1B _ 3 (19) %
2 3 (20) $
3_$ 21 3
@_ 3 (22) $
6§ 23) $
© _3 24) $
h__$ 25) §%
® 3 (26) $
© _$ 27§
[610) I} (28) _$
an s (29)_$
a2 s (30) §
a3 _$ (31)_$
a4 s (3 §
as_s (33) $
as s (34) _$
an s (35) $
(18) § (36)_$

TOTAL 3
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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:

CH284011.1
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ARTICLE IV

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

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

apart from all other funds or accounts of the Depository Bank and from each other:

(1) Revenue Fund (established by the Prior Resolutions and continued
hereby);

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

(3)  Project Construction Account.

Section4.02. Establishment of Funds and Account with Commission. The
following special funds or accounts are hereby created with (or continued if previously
established by the Prior Resolutions) and shall be held by the Commission separate and apart

from all other funds or accounts of the Commission and the Issuer and from each other:

(1)  Series 1993 Bonds Reserve Account (established by the Prior
Resolutions and continued hereby);

(2)  Series 1995 Bonds Reserve Account (established by the Prior Resolutions
and continued hereby);

(3)  Series 1997 A Bonds Reserve Account (established by the Prior
Resolutions and continued hereby);

(4)  Series 1999 A Bonds Reserve Account (established by the Prior
Resolutions and continued hereby);

(5)  Series 1999 B Bonds Reserve Account (established by the Prior
Resolutions and continued hereby);

(6)  Series 1999 C Bonds Reserve Account (established by the Prior
Resolutions and continued hereby); and

(7) - Series 2001 A Bonds Reserve Account.

Collectively, the reserve accounts for the Prior Bonds shall be referred to as the "Prior Bonds
Reserve Accounts.”

CH384011.1
18



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

Moneys in the Project Construction Account shall be used solely to pay the cost

of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser. '

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and Pay to-the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly -
installments on the Series 2001 A Bonds if there are not sufficient Net Revenues to make such
monthly payment. ‘

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

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

regulations of the Purchaser.
Section 4.04. Covenants of the Issuer as to System Revenues and Funds.

So long as any of the Series 2001 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2001 A Bonds Reserve Account a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2001 A Bonds and the Prior Bonds remaining unpaid, together with interest accrued
and to accrue thereon, the Issuer further covenants with the Holders of the Series 2001 A
Bonds as follows:

A.  REVENUE FUND. The entire Gross Revenues
derived from the operation of the System, and all parts thereof,
and all Tap Fees received, shail 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 shalt
be kept separate and distinct from a}l other ffds of the Issuer and
the Depository Bank and used only for the purposes and in the
manner provided in the Resolutions.

CH384011.1
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B.  DISPOSITION OF REVENUES. All Revenues at
any time on deposit in the Revenue Fund shall be disposed of only .
in the following order and priority, subject to the provisions of

the Prior Resolutions not otherwise modified herein:

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

the System.

(2)  The Issuer shall next, each month, on
or before the due date of payment of each
installment on the Prior Bonds and the
Series 2001 A Bonds, transfer from the Revenue

- Fund and remit to the National Finance Office, the
amounts required to pay the interest on the Prior
Bonds and the Series 2001 A Bonds and to amortize
the principal of the Prior Bonds and the
Series 2001 A Bonds over the respective lives of
each Bond issue. All payments with respect to
principal of and interest on the Prior Bonds and the
Series 2001 A Bonds shall be made on an equal pro
rata basis in accordance with the respective
aggregate principal amounts thereof outstanding and

on a parity with each other.

" (3)  The Issuer shail next, on the first day
of each month, transfer from the Revenue Fund and
simultaneously remit to the Commission (i) for
deposit into the respective Prior Bonds Reserve
Accounts, the amounts required by the Prior
Resolutions; and (i) for deposit into the
Series 2001 A Bonds Reserve Account, 0.4167% of
the Minimum Reserve, until the amount in the
Series 2001 A Bonds Reserve Account equals the
Minimum Reserve. Moneys in the Series 2001 A
Bonds Reserve Account shall be used solely to make
up any deficiency for monthly payments of the
principal of and interest on the Series 2001 A Bonds
to the National Finance Office as the same shall
become due or for prepayment of installments on
the Series 2001 A Bonds, or for mandatory
prepayment of the Series 2001 A Bonds as
hereinafter provided, and for no other purpose;
provided, however, that when the Minimum
Reserve has been accumulated in the Series 2001 A
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Bonds Reserve Account, all earnings of investments
of moneys therein shall at least anmuaily be
transferred to and deposited in the Revenue Fund.

(4)  The Issuer shail next, on the first day
of each month, transfer from the Revenue Fund and
remit to the Depository Bank for deposit in the
Depreciation Reserve, (i) the amount required by
the Prior Resolutions; and (ii) 0.4167% of the
Minimum Reserve, uptil the amount in the
Series 2001 A Bonds Reserve Account equals the
Minimum Reserve, and thereafter, 0.8334% of the
Mirirmum Reserve, so long as the Series 2001 A
Bonds are outstanding; provided, however, that in
the event Revenues are insufficient to fund the
Series 2001 A Bonds Reserve Account in
accordance with Section 4.03B(3)(ii) above,. or a
withdrawal of funds from the Series 2001 A Bonds
Reserve Account is made, payment of Revenues
into the Depreciation Reserve as provided in this
Section 4.03B{4)(ii) shall not be made, but instead
Revenues shail be applied to the replenishment of
the Series 2001 A Bonds Reserve Account until
such deficiency is cured, at which time payments
into the Depreciation Reserve as provided in this

- Section 4.03B(4)(ii) shall resume. Moneys in the

Depreciation Reserve shall be used first to make up
any deficiencies for monthly payments of interest on
and principal of the Prior Bonds and the
Series 2001 A Bonds as the same become due, and
Dext to restore to the Prior Bonds Reserve Accounts

and the Series 2001 A Bonds Reserve Account any

Sum or sumgs transferred therefrom, all on a pro rata
basis. Thereafter, and provided that payments are
current and in accordance with the foregoing
provisions, moneys in the Depreciation Reserve
may be withdrawn by the Issuer and used for
replacements, repairs, improvements or extensions
to the System.
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(5)  Afier all the foregoing provisions for
use of moneys in the Revenue Fund have been fully
complied with, moneys remaining therein and not
permitied to be retained therein, if any ("Surplus
Revenues"), may be used to Prepay installments of
the Bonds, pro rata, or for any lawful purpose.

Whenever the money in the Reserve Fund shall be sufficient to prepay the
Series 2001 A Bonds in fuil, it sha] be the mandatory duty of the Issuer, anything to the -

Purchaser at anytime, the Issuer shall make the necessary arrangements whereby requii-ed

 in the order provided herein, and unt] S0 used, the Purchaser shall have a lien thereoq for
further securing payment of the Series 2001 A Bonds and the interest thereon.

CH384011.1
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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 2001 A Bonds
and the Prior Bonds, in accordance with the respective principal amounts then Outstanding .

Subject to the Prior Resolutions, the Commission and the Depository Bank, at
the direction of the Issuer, shall keep the moneys in the Series 2001 A Bonds Reserve
Account and the Depreciation Reserve invested and reinvested to the fullest extent possible
in accordance with applicable law, and to the extent practicable, in Qualified Investments -
having maturities consonant with the required use thereof. Investments in any fund or -
account under this Bond Legislation shall, unless otherwise provided herein or required by
law, be valued at the lower of cost or the then current market value, or at the redemption
price thereof if then redeemable at the option of the holder, including value of accrued
interest and giving effect to the amortization of discount, or at par if such investment is held
by the "consolidated fund" managed by the West Virginia Board of Investment Management.
Any investment shall be held in and at all times deemed a part of the fund or account in
which such moneys were originally held, and interest accruing thereon and any profit or loss
realized from such investment shall be credited or charged to the appropriate fund or account.
Earnings from moneys in the Series 2001 A Bonds Reserve Account, so long as the Mininmum
Reserve is on deposit and maintained therein, shall be returned not less than once each year,
by the Commission to the Issuer, to be deposited in the Revenue Fund.

C.  CHANGE OF DEPOSITORY BANK. The Issuer
may designate another bank or trust company insured by FDIC as
Depository Bank if the Depository Bank should cease for any
reason to serve or if the Governing Body determines by resolution
that the Depository Bank or its successor should no longer serve
as Depository Bank. Upon any such change, the Governing Body
will cause notice of the change to be sent by registered or
certified mail to the Purchaser. :

D. USER CONTRACTS. The Issuer shall, prior to
defivery of the Series 2001 A Bonds, provide evidence that there
will be at least 133 bopa fide users upon the Project on
completion, in full compliance with thé requirements and
conditions of the Purchaser.

E. CHARGES AND FEES. The Issuer shall remit
from the Revenue Fund to the Commission or the Depository
Bank such additional sums as shall be mecessary to pay the
charges and fees of the Commission or the Depository Bank then
due. )
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F.  INVESTMENT OF EXCESS BALANCES. The
moneys in excess of the sum insured by FDIC in any of such
funds or accounts shall at all times be secured, to the full extent
thereof in excess of such insured sum, by Qualified Investments
as shall be eligible as security for deposits of state and municipal -
funds under the laws of the State of West Virginia.

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

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

L RESERVE FUNDS. Pursuant to the Supplemental
Resolution adopted as of the date hereof, the Issuer agrees that on
the date set forth in the Supplemental Resolution, moneys in the
Prior Bonds Reserve Accounts shall be transferred from the
Depository Bank to the Commission. Once the funds have been
transferred to the Commission, the Issuer shall continue to make
payments to the respective Prior Bonds Reserve Accounts in

to the Depository Bank.
Section 4.05. Interim Construction Financing. In order to pay certain

costs of the Project pending receipt of proceeds of the Grants and advances of principal of )
the Series 2001 A Bonds, the Issyer may issue and sell its interim construction notes in an

. aggregate principal amount not to exceed $145,000 (the "Notes™). The Notes shall be in the
form of a line of credit from a commercial bank or other lender, and the Issuer is hereby
authorized to enter into the credit agreement with such commercial bank or other lender. The
Notes shall bear interest from the date or dates, at such rate or rates, payable on such dates
and shall mature on such date or dates and be subject to such Prepayment or redemption, all
as provided in the credit agreement.

CH384011.1
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Notes. The Holders of the Notes shall never have the right to compel the forfeiture of any
property of the Issuer. The Notes shall not be a.debt of the Issuer, nor a legal or equitable
pledge, charge, lien or encumbrance upon any property of the Issuer or upon any of its
income, receipts or revenues €Xcept as set forth herein,

CH384011.1
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ARTICIE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2001 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 2001 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 2001 A -
Bonds remaining unpaid, together with interest accrued and to accrue thereon to the date of =
prepaympent, the covenants and agreements contained herein shall be and constitute valid and
legally binding covenants between the Issuer and the Holder of the Series 2001 A Bonds.

- Section 5.02. . Rates. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
annual debt service on the Series 2001 A Bonds and the Prior Bonds and sufficient to make
the payments required herein into all funds and accounts and all the necessary expenses of
operating and maintaining the System during such Fiscal Year and such rates, fees and other
charges shall not be reduced so as to be insufficient to provide adequate Revenues for such

purposes.

Section 5.03. Sale of the System. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 2001 A Bonds are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

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

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 2001 A Bonds remain outstanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in
the following amounts:

(a) Fire, Lightning, Vandalism, Malicions 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 d 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

CH384011.1
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repair or reconstruction of such damaged or destroyed portion.
The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance to
protect the interests' of the Issuer during construction of the
Project in the full insurable value thereof.

(b)  Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the Issuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Series 2001 A Bonds.

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

(d Workers' Compensation Coverage for Al
Emplovees of the District Eligible Therefor and Performance and
Payment Bonds, such bonds to be in the amounts of 100% of the
construction contract, will be required of each prime contractor,
and such payment bonds have been or will be filed with the Clerk
of the County Commission of said County prior to
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.
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(D  Fidelity Bonds will be provided as to every member
of the Governing Body and as to every officer and employee
thereof having custody of the Revenue Fund or of any revenues
or other funds of the Issuer in an amount at least equal to the total
funds in the custody of anmy such person at any one time, and
initially in the amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar as custody of the
Project Construction Accousnt is concerned so long as checks -
thereon require the signature of a representative of the Purchaser.

(g) Provided, however, and in lieu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and. so Iong as the Series 2001 A
Bonds are outstanding, the Issuer will carry insurance and bonds
or cause insurance and bonds to be carried for the protection of
the Issuer, and during such construction will require each

. contractor and subcontractor to carry insurance, of such types and
in such amounts as the Purchaser may specify, with insurance
carriers or bonding companies acceptable to the Purchaser.

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

delivery of the Series 2001 A Bonds.
Section 5.07. Events of Default. Each of the following events is hereby

declared an "Event of Default”:

(a) Failure to make payment of any monthly
amortization instaliment upon the Series 2001 A Bonds at the date
specified for payment thereof; and

(o)  Failure to duly and punctually observe or perform
any of the covenants, conditions and agreements on the part of the
Issuer comtained in the Series 2001 A Bonds or herein, or
violation of or failure to observe any provision of any pertinent

law.
Section 5.08. Enforcement. Upon the bappening 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.
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Upon application by the Purchaser, such court may, upon proof of such default,
appoint a receiver for the affairs of the Issuer and the System. The receiver so appointed
shall administer the System on behalf of the Issuer, shall exercise all the rights and powers
of the Issuer with respect to the System, shall proceed under the direction of the court to
obtain authorization to increase rates and charges of the System, and shall have the power to
collect and receive all revenues and apply the same in.such manner as the court may direct.

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

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

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

Section 5.11. Covenant 1o 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/Treasurer on the date of adoption hereof,
subject to permitted changes. -
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Section 5.12. Books and Records; Audits. The Issuer will keep books and
records of the System, which shall be separate and apart from all other books, records and..
accounts of the Issuer, in which complete and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at all reasonable times to inspect
the System and all records, accounts and data of the Issuer relating thereto.

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

Section 5.13. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 2001 A Bonds are
outstanding.

Section5.14. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the System within its boundaries or within the territory
served by it and will not grant or cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,
agency or instrumentality whatsoever to provide any of the services supplied by the System
within the boundaries of the Issuer or within the territory served by the System.

+ -
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ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on July 26, 1999, Case No. 97-0023- -

PWD-CN, which Final Order is incorporated herein by reference as a part hereof.

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

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

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

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

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

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

-z
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ARTICLE VII

- MISCELLANEOUS

Section 7.01. Pavment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2001 A Bonds, the principal of and interest due
or to become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 2001 A Bonds, the pledge of Net Revenues and -
other moneys and securities pledged under this Bond Legislation and all covenants,
agreements and other obligations of the Issuer to the Registered Owner of the Series 2001 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

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

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

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

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements or provisions hereof should be held contrary to any express
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 2001 A Bonds.

Section 7.05. 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
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shall neither control nor affect in any way the meaning or construction of any of the
provisions hereof.

Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that :
all acts, conditions, things and procedures required to exist, to happen, to be performed or
to be taken precedent to and in 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/Treasurer and members of the
Governing Body were at all times when any actions in connection with this Resolution

occurred and are duly in office and duly qualified for such office.

Section 7.08. Effective Time. This Resolution shall take effect
immediately upon its adoption.
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Adopted this 21st day of February, 2001.
McDOWELL COUNTY PUBLIC SERVICE DISTRICT

%a'm&w

Chairman ¢/
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 21st day of February,
2001. :

Dated: February 23, 2001.

(SEALY N
Seqretdry/TTeasurer /
02/06/01
582180/98002
CH384011.1
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bond, Series 1993
(United States Department of Agriculture)

and

Water Revenue Bond, Series 1995
(United States Department of Agricuiture)

and

Water Revenue Bond, Series 1997 A
(United States Department of Agriculture)

and

Water Revenue Bonds, Series 1999 A
(United States Department of Agriculture)

and

Water Revenue Bonds, Series 1999 B
(United States Department of Agriculture)

and

Water Revenue Bonds, Series 1999 C
(United States Department of Agriculture)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING FOR
TRANSFER OF RESERVE ACCOUNTS FOR SERIES 1993
BOND, SERIES 1995 BOND, SERIES 1997 A BONDS, SERIES
1999 A BONDS, SERIES 1999 B BONDS AND SERIES 1999 C
BONDS AND AMENDMENT OF PRIOR RESOLUTIONS TO
EFFECT SUCH TRANSFER



WHEREAS, the McDowell County Public Service District (the "Issuer") has
previously issued its: (i) Water Revenue Bond, Series 1993, dated June 23, 1993, issued in
the original aggregate principal amount of $818,000 (the "Series 1993 Bonds"); (ii) Water
Revenue Bond, Series 1995, dated September 26, 1995, issued in the original aggregate
principal amount of $500,000 (the "Series 1995 Bond"); (iii) Water Revenue Bond, Series
1997 A, dated October 15, 1997, issued in the original aggregate principal amount of
$350,000 (the "Series 1997 A Bond"); (iv) Water Revenue Bonds, Series 1999 A, dated
June 21, 1999, issued in the original aggregate principal amount of $360,000 {the "Series
1999 A Bonds"); (v) Water Revenue Bonds, Series 1999 B, dated August 11, 1999, issued
in the original aggregate principal amount of $870,000 (the "Series 1999 B Bonds"); and (vi)
Water Revenue Bonds, Series 1999 C, dated August 11, 1999, issued in the original
aggregate principal amount of $125,000, (collectively, the "Prior Bonds"), and held by the
United States Department of Agriculture (the "Purchaser");

WHEREAS, the Series 1993 Bond, the Series 1995 Bond, the Series 1997 A
Bond, the Series 1999 A Bonds, the Series 1999 B Bonds and the Series 1999 C Bonds are
secured by reserve accounts pledged for the payment of principal of and interest on the Series
1993 Bond, the Series 1995 Bond, the Series 1997 A Bond, the Series 1999 A Bonds, the
Series 1999 B Bonds and the Series 1999 C Bonds (hereinafter collectively referred to as the
"Prior Bonds Reserve Accounts"), which accounts are, pursuant to the resolutions of the
Issuer adopted on June 23, 1993, September 26, 1995, October 15, 1997, June 16, 1999, and
August 11, 1999, respectively, authorizing the Prior Bonds (the "Prior Resolutions"), held
by the Depository Bank;

_ WHEREAS, the Purchaser has requested that the Issuér transfer the monies in
the Prior Bonds Reserve Accounts from the Depository Bank to the West Virginia Municipal
Bond Commission (the "Comrmission"):

WHEREAS, the Prior Resolutions each provide that they may be amended by
supplemental 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
supplemental resolution (the "Supplemental Resolution") be adopted,

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT:
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Section 1. The Prior Resolutions are amended, as necessary, to reflect the
following:

A.  The Prior Bonds Reserve Accounts are held by the Commission.

B. The Commission is designated as the Fiscal Agent for the administration
of the Prior Bonds Reserve Accounts as herein provided, and all amounts required for the
Series 1993 Bond Reserve Account, the Series 1995 Bond Reserve Account, the Series 1997
A Bond Reserve Account, the Series 1999 A Bonds Reserve Account, the Series 1999 B
Bonds Reserve Account and the Series 1999 C Bonds Reserve Account will be deposited
therein by the Issuer upon transfers of funds from the Revenue Fund at the times provided
herein. If required by the Purchaser at anytime, the Issuer shall make the necessary
arrangements whereby required payments into said account shall be automatically debited
from the Revenue Fund and electronically transferred to the Commission on the dates
required hereunder.

C.  The Issuer shall, on the first day of each month (if the first day isnot a
business day, then the first business day of each month), deposit with the Commission the
required reserve account payments with respect to the Series 1993 Bond, the Series 1995
Bond, the Series 1997 A Bond, the Series 1999 A Bonds, the Series 1999 B Bonds and the
Series 1999 C Bonds and ali such payments shall be remitted to the Commission with
appropriate instructions as to the custody, use and application thereof consistent with the
provisions of this Bond Legislation.

D.  Moneys in the Prior Bonds Reserve Accounts shall be invested by the
West Virginia Municipal Bond Commission in the West Virginia Consolidated Fund.

E. Earnings from moneys in Prior Bonds Reserve Accounts, 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 Commission such
additional sums as shall be necessary to pay the charges and fees of the Commission then due.

G.  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.

Section 2.  The Prior Bonds Reserve Accounts shall be transferred to the

Commission, and the aforementioned amendments relating to the Prior Bonds Reserve
Accounts shall become effective, on February 23, 2001.
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Section 3.  This Supplemental Resolution shall be effective immediately
following adoption hereof.

Adopted this 21st day of February, 2001.

MCDOWELL COUNTY PUBLIC SERVICE

ﬂ/%w

Chairman /

CH430697.1



" CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Public
Service Board of McDowell County Public Service District on this 21st day of February,
2001.

Dated: February 23, 2001.

[SEAL] - W

02/20/01
581820/98002
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' McDOWELL COUNTY PUBLIC SERVICE‘DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF McDOWELL COUNTY
PUBLIC SERVICE DISTRICT, AND THE FINANCING OF
THE COST, NOT OTHERWISE PROVIDED THEREOF,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $360,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1999 A
{UNITED STATES DEPARTMENT OF AGRICULTURE);
DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BONDS; PROVIDING GENERALLY
FOR THE RIGHTS AND REMEDIES OF AND SECURITY
FOR THE HOLDER OF THE BONDS; AND PROVIDING
WHEN THIS RESOLUTION SHALL TAKE EFFECT

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

ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for This Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act"), and other applicable provisions of law, McDowell County Public
Service District (the "Issuer”) is a public corporation and public service district and political
subdivision of the State of West Virginia in M&Dowell County of said State, duly created
pursuant to the Act by The County Commission of McDowell 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 maintin certain additional public
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servite properties consisting of additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be

owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of a water treatment
and distribution facility (waterline extension project) and all necessary appurtenant facilities
in the communities of Atwell and Raysal, McDowell County, West Virginia (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/Treasurer of the Public
Service Board (the "Governing Body") of the Issuer. The Issuer will purchase water from
the City of Welch pursuant to a water purchase contract between the Issuer and said City.
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 $1,253,000, of which $360,000 will be obtained from the proceeds of sale of the
Series 1999 A Bonds herein authorized, $340,000 will be obtained from a grant from the
Purchaser, $53,000 will be obtained from a subsequent grant from the Purchaser, and
$500,000 will be obtained from a grant from the United States Economic Development

Administration.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 1999 A (United States Department of Agriculture), in the aggregate principal amount
of $360,000 (the "Series 1999 A Bonds"), to finance a portion of the cost of such acquisition
and construction in the manner hereinafter frovided. 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 1999 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility
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or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
of the properties and the placement of same in operation; provided that, reimbursement to the
Issuer for any amounts expended by it for the repayment of indebtedness incurred for costs:
of the Project by the Issuer shall be deemed costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 1999 A Bonds as to liens, pledge and source of and security for
payment: (i) Water Revenue Bond, Series 1993, dated June 23, 1993, issued in the original
aggregate principal amount of $818,000 (the “Series 1993 Bonds"); (i) Water Revenue Bond,
Series 1995, dated September 26, 1995, issued in the original aggregate principal amount of
$500,000 (the "Series 1995 Bond"); and (iii) Water Revenue Bond, Series 1997 A, dated
October 15, 1997, issued in the original aggregate principal amount of $350,000 (the "Series
1997 A Bond"), all held by the Purchaser (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 1999 A Bonds as to liens, pledge and/or source of and

security for payment.

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

H. It is in the best interest of the Issuer that the Series 1999 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated
July 7, 1998, and all amendments thereto, if any (collectively, the "Letter of Conditions").

L. The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
Series 1999 A Bonds, or will have so complied prior to issuance of the Series 1999 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
convenience and necessity and approval of méfﬁ“{ﬁ'ﬁmg 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 1999 A Bonds by those who shall be the Registered Owner of
the same from time to time, this Resolution (the “Bond Legislation") shall be deemed to be
and shall constitute a contract between the Issuer and such Registered Owner, and the
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‘coveriants 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 1999 A Bonds.

Section 1.04. Definitions. In addition to capitalized terms de fined
elsewhere herein, the following terms shall have the following meanings herein unless the text

otherwise expressly requires:

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

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

"Bond Registrar” means the Issuer, which shall usually so act by its
Secretary/Treasurer.

"Bonds" means, collectively, the Series 1999 A Bonds and the Prior Bonds.

"Chairman” means the Chairman of the Governing Body.

"Consulting Engineer” means Stafford Consultants, Incorporated, Princeton,
West Virginia, or any qualified engineer or firm of engineers which shall at any time

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

"Depository Bank" means Ameribank, War, West Virginia, a bank or trust
company which is a member of FDIC (herein defined), and its successors and assigns.

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

"FDIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year" means each 12-month period beginning on July 1 and ending on
N < - dpomm”
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.
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' "Herein" or "herein" means in this Bond Legislation,

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

Body.

- "Letter of Conditions" means, éollectively, the Letter of Conditions of the
Purchaser dated July 7, 1998, Amendment No. 1 to the Letter of Conditions dated April 6,
1999, and all additional amendments thereto, if any.

"Minimum Reserve" means, as of any date of calculation, the maximum amount
of principal and interest which will become due on the Series 1999 A Bonds in the then

current or any succeeding year.

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

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

. "Prior Bonds" means, collectively, the Water Revenue Bond, Series 1993, the
Water Revenue Bond, Series 1995, and the Water Revenue Bond, Series 1997 A, of the
Issuer described in Section 1.02G hereof.,

"Prior Resolutions"” means, collectﬁ"élly, the resolutions of the Issuer, adopted
June 23, 1993, September 26, 1995, and October 15, 1997, respectively, authorizing the

Prior Bonds.

"Project” shall have the meaning stated in Section 1.02B above.
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- "Purchaser” or "Government” means United States Department of Agriculture,
Rural Utilities Service, and any successor thereof, acting for and on behalf of the

United States of America.,

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

(@  Government Obligations;

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

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

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

(¢) Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
{(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said @w¥2tnment Obligations pledged
either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or-icreased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;

CH310909.1 6



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

(8) Repurchase agreements, fully ‘secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are

-members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or must be
replaced or increased so that the market value thereof is always
at least equal to the principal amount of said repurchase
agreements, and provided further that the holder of such
repurchase agreement shall have a prior perfected security interest
in the collateral therefor, must have (or its agent must have)
possession of such collateral, and such collateral must be free of

all claims by third parties;

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

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

Corporation.

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

"Resolutions” means, collectively, the Prior Resolutions and the Bond
L A N ‘duﬂa-h
egislation.

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

accounting practices.
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' "Secretary/Treasurer" means the Secretary/Treasurer of the Governing Body.

"Series 1999 A Bonds" means the Water Revenue Bonds, Series 1999 A (United
States Department of Agriculture), authorized hereby to be iss_uec] pursuant to this Bond
Legislation. :

"System" means the complete public waterworks system of the Issuer, presently
existing in its entirety or any integral part thereof, and shall include the Project and any
improvements and extensions thereto hereafier acquired or constructed for the System from
any sources whatsoever.

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

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT ,

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $1,253,000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 1999 A Bonds hereby authorized shall be
applied as provided in Article IV hereof.
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: _ ARTICLE I

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 1999 A Bonds of the Issuer, to be known as
“Water Revenue Bonds, Series 1999 A (United States Department of Agriculture)”, are
hereby authorized to be issued in the principal amount of $360,000, for the purpose of
financing a portion of the cost of the acquisition and construction of the Project.

_ Section 3.02. Description of Bonds. The Series 1999 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 1999 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 Series 1999 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as
provided in the respective Bond forms hereinafter set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 1999 A Bonds shall be and have all the qualities and incidents of a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but
the Series 1999 A Bonds, and the right to principal of and stated interest on the Series 1999 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 1999 A Bonds for cancellation, accompanied by delivery of a written instrument of
transfer, duly executed in a form acceptable to the Bond Registrar,

Whenever the Series 1999 A Bonds shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a new Bond or Bonds in authorized
denominations, for a like aggregate principal ampunt. 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 1999 A Bonds shall be permitted to be
made after the 15th day next preceding any installment payment date on the Series 1999 A

Bonds.

CH310908.1
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' Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 1999 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may- prescribe, register the
Series 1999 A Bonds initially issued pursuant hereto and register'the transfer, or cause to be
registered by its agent, on such books, the transfer of the Series 1999 A Bonds as

hereinbefore provided. :

The Bond Registrar shall accept the Series 1999 A Bonds for registration or
transfer only if ownership thereof is to be registered in the name of the Purchaser, an
individual (including joint ownership), a corporation, a partnership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federal employer identification number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
informatijon as may be required by law. The Series 1999 A Bonds shall initially be fully
registered as to both principal and interest in the name of the United States of America. So
long as the Series 1999 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, St. Louis, Missouri 63103, or-such other address as shall be stated
in writing to the Issuer by the United States of America.

Section 3.05. Execution of Bonds. The Series 1999 A Bonds shall be
executed in the name of the Issuer by the Chairman and its corporate seal shall be affixed
thereto and attested by the Secretary/Treasurer. In case any one or more of the officers who
shall have signed or sealed the Series 1999 A Bonds shall cease to be such officer of the
Issuer before the Series 1999 A Bonds so signed and sealed have been actually sold and
delivered, such Bonds may nevertheless be sold and delivered as herein provided and may
be issued as if the person who signed or sealed such Bonds had not ceased to hold such
office. The Series 1999 A Bonds may be signed and sealed on behalf of the Issuer by such
person as at the actual time of the execution of such Bonds shall hold the proper office in the
Issuer, although at the date of such Bonds such person may not have held such office or may

not have been so authorized.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case the
Series 1999 A Bonds shall become mutilated o7 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,
desiroyed, 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-1999 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 1999 A Bonds shall have

CH310909.1
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marured 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 1999 A Bonds shall be secured forthwith by a first lien on
the Net Revenues derived from the System, on a parity with the Prior Bonds. The Net
Revenues derived from the System in an amount sufficient to pay the principal of and interest
on the Series 1999 A Bonds and the Prior Bonds, and to make the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 1999 A Bonds and the Prior Bonds as the same become due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the Series 1999 A Bonds and the other details thereof shall be of substantially the following
tenor, with such omissions, insertions and variations as may be authorized or permitted
hereby or by any resolution adopted after the date of adoption hereof and prior to the

issuance thereof:

CH310909.1
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 17999 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$360,000

No. AR-1 Date:

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower”) promises to pay to the order of the United States of
America (the "Government”), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Government may hereafter designate
in writing, the principal sum of THREE HUNDRED SIXTY THOUSAND DOLILARS
($360,000), 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 $1,653, covering principal and interest, thereafter on said corresponding day of
each month, except that the final instaliment shall be paid at the end of 40 years from the date
of this Bond, in the sum of the unpaid principal and interest due on the date thereof, and
except that prepayments may be made as provided hereinbelow. The consideration herefor
shall support any agreement modifying the foregoing schedule of payments. -

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

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

Prepay ments 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.

13



' If the Government at any~timé assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments to the Government as collection agent for

the holder.

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

Any amount advanced or expended by the Government for the collection hereof
Or to preserve or protect any security herefor, or otherwise under the terms of any security
or other instrument executed in connection with the loan evidenced hereby, at the option of
the Government shall become a part of and bear interest at the same rate as the principal of
the debt evidenced 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 comstfttitional or statutory provision or limitation.

Registration of this Bond is transierable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment.of the
charges, if any, provided in the herein defined -Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized

CH310906.1
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denornination 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 June 16, 1999, authorizing issuance of this Bond (the "Resolution™).

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

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCEOF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995: AND
(3) WATER REVENUE BOND, SERIES 1997 A, ALL AS DESCRIBED IN THE

RESOLUTION.
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' IN WITNESS WHEREOF, McPOWELL COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be executed by its Chairman and its corporate seal to be
hereunto affixed or imprinted hereon and attested by its Secretary/Treasurer, all as of the date

hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL)
Chairman, Public Service Board
HC 31 Box 436]
Welch, West Virginia 24801
ATTEST:

Secretary/Treasurer, Public Service Board
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ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, ’asé'igns, and transfers unto

the within Bond and does hereby irrevocably constitute and appoint
. Attomey 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:

H3 .
CH310909.1 18



. ARTICLE IV

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

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

apart from all other funds or accounts of the Depository Bank and from each other:

(1) Revenue Fund (established by the Prior Resolutions and continued
hereby);

(2)  Series 1993, 1995 and 1997 A Bonds Reserve Fund (established by the
Prior Resolutions as the "Reserve Fund," and continued hereby);

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

(4)  Series 1999 A Bonds Reserve Account;
(5)  Project Construction Account.

Section 4.02. Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 1999 A Bonds shall be deposited upon receipt by the Issuer
in the Project Construction Account. The moneys in the Project Construction Account in
excess of the amount insured by FDIC shall be secured at all times by the Depository Bank -
by securities or in a manner lawful for the securing of deposits of State and municipal funds
under West Virginia law. Moneys in the Project Construction Account shall be expended by
the Issuer solely for the purposes provided herein.

Moneys in the Project Construction Account shali be used solely to pay the cost
of acquisition and construction of the Project upon vouchers and other documentation

approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Puichaser on or
before the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 1999 A Bonds if there are not sufficient Net Revenues to make such

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

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

regulations of the Purchaser.

Section 4.03. Covenants of the Issuer as to System Revenues and Funds.
So long as any of the Series 1999 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 1999 A Bonds Reserve Account a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 1999 A Bonds remaining unpaid, together with interest acerued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 1999 A Bonds as follows:

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

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

(1)  TheIssuer 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~tf payment of each
installment on the Prior Bonds and the
Series 1999 A Bonds, transfer from the Revenue
Fund and remit to the National Finance Office, the
amounts required to pay the interest on the Prior
Bonds and the Series 1999 A Bonds and to amortize
the principal of the Prior Bonds and the
Series 1999 A Bonds over the respective lives of
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each Bond issue. All payments with respect to
principal of and interest on the Prior Bonds and the
Series 1999 A Bonds shall be made on an equal pro
rata basis in accordance with the respective
aggregate principal amounts thereof outstanding and
on a parity with each other,

(3)  The Issuer shall next, on the first day
of each month, transfer from the Revenue Fund and
remit to the Depository Bank (i} for deposit into the
Series 1993, 1995 and 1997 A Bonds Reserve
Account, the amount required by the Prior
Resolutions; and (ii) for deposit into the
Series 1999 A Bonds Reserve Account, 0.4167% of
the Minimum Reserve, until the amount in the
Series 1999 A Bonds Reserve Account equals the
Minimum Reserve. Moneys in the Series 1999 A
Bonds Reserve Account shall be used solely to make
up any deficiency for monthly payments of the
principal of and interest on the Series 1999 A Bonds
to the National Finance Office as the same shall
become due or for prepayment of installments on
the Series 1999 A Bonds, or for mandatory
prepayment of the Series 1999 A Bonds as
hereinafter provided, and for no other purpose;
provided, however, that when the Minimum
Reserve has been accumulated in the Series 1999 A
Bonds Reserve Account, all earnings of investments
of moneys therein shall at least annually be
transferred to and deposited in the Revenue Fund.

(4)  The Issuer shall next, on the first day
of each month, transfer from the Revenue Fund and
remit to the Depository Bank for deposit in the
Depreciation Reserve, (i) the amount required by
the Prior Resolutions; #fif (ii) 0.4167% of the
Minimum Reserve, until the amount in the
Series 1999 A Bonds Reserve Account equals the
Minimum Reserve, and thereafter, 0.8334% of the
Minimum Reserve, so long as the Series 1999 A
Bonds are outstanding; provided; however, that in
the event Revenues are insufficient to fund the
Series 1999 A Bonds Reserve Account in
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' accordance with Section 4.03B(3)(ii) above, or a
withdrawal of funds from the Series 1999 A Borids
Reserve Account is made, payment of Revenues
into the Depreciation Reserve as provided in this
Section 4.03B(4)(ii) shall not be made, but instead
Revenues shall be applied to the replenishment of
the Series 1999 A Bonds Reserve Account until
such deficiency is cured, at which time payments
into the Depreciation Reserve as provided in this
Section 4.03B(4)(ii) shall resume. Moneys in the
Depreciation Reserve shall be used first to make up
any deficiencies for monthly payments of interest on
and principal of the Prior Bonds and the
Series 1999 A Bonds as the same become due, and
next to restore to the Series 1993, 1995 and 1997 A
Bonds Reserve Account and the Series 1999 A
Bonds Reserve Account any sum or sums
transferred therefrom, all on a pro rata basis.
Thereafter, and provided that payments are current
and in accordance with the foregoing provisions,
moneys in the Depreciation Reserve may be
withdrawn by the Issuer and used for replacements,
repairs, improvements or extensions to the System.

(5)  After all the foregoing provisions for

use of moneys in the Revenue Fund have been folly

- complied with, moneys remaining therein and not

permitted to be retained therein, if any ("Surplus

Revenues"), may be used to prepay installments of
the Bonds, pro rata, or for any lawful purpose.

Whenever the money in the Reserve Fund shall be
sufficient to prepay the Series 1999 A Bonds in full, it shall be the
mandatory duty of the Issuer, anything to the contrary herein
notwithstanding, to prepay the Series 1999 A Bonds at the earliest
practical date and in accordance with applicable provisions

hereof.

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

The Revenue Fund, the Reserve Fund and the Depreciation
Reserve shall constitute trust funds and shall be used only for the
purposes and in the order provided herein, and until so used, the
Purchaser shall have a lien thereon for further securing payment
of the Series 1999 A Bonds and the interest thereon.

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

Principal, interest or reserve payments, whether made for
a deficiency or otherwise, shall be made on a parity and pro rata,
with respect to the Series 1999 A Bonds and the Prior Bonds, in
accordance with the respective principal amounts then
Qutstanding.

Subject to the Prior Resolutions, the Depository Bank, at
the direction of the Issuer, shall keep the moneys in the Reserve
Fund and the Depreciation Reserve invested and reinvested to the
fullest extent possible in accordance with applicable law, and to
the extent practicable, in Qualified Investments having maturities
consonant with the required use thereof. Investments in any fund
or account under this Bond Legislation shall, unless otherwise

" provided herein or required by law, be valued at the lower of cost

or the then current market value, or at the redemption price
thereof if then redeemable at the option of the holder, including
value of accrued interest and giving effect to the amortization of
discount, or at par if such investment is held by the "consolidated
fund" managed by the West“Virginia Board of Investment
Management. Any investment shall be held in and at all times
deemed a part of the fund or account in which such moneys were
originally held, and interest accruing thereon and any profit or
loss realized from such investment shall be credited or charged to
the appropriate fund or account. Earnings from moneys in the
Reserve Fund,so long as the Minimum Reserve is on deposit and
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' maintained therein, shall be paid annually into the Revenue Fund
by the Depository Bank. -

C. CHANGE OF DEPOSITORY BANK. The Issuer
may designate another bank or trust company insured by FDIC as
Depository Bank if the Depository Bank should cease for any
reasonto serve or if the Governing Body determines by resolution
that the Depository Bank or its successor should no longer serve
as Depository Bank. Upon any such change, the Governing Body
will cause notice of the change to be sent by registered or
certified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior to
delivery of the Series 1999 A Bonds, provide evidence that there
will be at least 157 bona fide users upon the Project on
completion, in full compliance with the requirements and
conditions of the Purchaser.

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

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

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

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

Section 4.04. Interim Consuuction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 1999 A Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $360,000 (the "Notes"). The Notes shall be in the
form of a line of credit from a commercial bank or other lender, and the Issuer is hereby
authorized to enter into the credit agreement with such commercial bank or other lender. The
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Notes' shall bear interest from the date or dates, at such rate or rates, payable on such dates
and shall mature on such date or dates and bz subject to such prepayment or redemption, all
as provided in the credit agreement.

The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Series 1999 A Bonds or the Grants. The Notes do not
and shall not constitute an indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions. The general funds of the Issuer are not liable, and neither the full
faith and credit nor the taxing power of the Issuer, if any, is pledged for the payment of the
Notes. The Holders of the Notes shall never have the right to compel the forfeiture of any
property of the Issuer. The Notes shall not be a debt of the Issuer, nor a legal or equitable
pledge, charge, lien or encumbrance upon any property of the Issuer or upon any of its
income, receipts or revenues except as set forth herein.
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GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 1999 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 1999 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 1999 A
Bonds remaining unpaid, together with interest accrued and to accrue thereon to the date of
prepayment, the covenants and agreements contained herein shall be and constitute valid and
legally binding covenants between the Issuer and the Holder of the Series 1999 A Bonds.

Section 5.02. Rates. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not Jess than 110% of the
annual debt service on the Series 1999 A Bonds and the Prior Bonds and sufficient to make
the payments required herein into all funds and accounts and ail the necessary expenses of
operating and maintaining the System during such Fiscal Year and such rates, fees and other
charges shall not be reduced so as to be insufficient to provide adequate Revenues for such

purposes.

Section 5.03. Sale of the System. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 1999 A Bonds are

outstanding. Such consent will provide for disposition of the proceeds of any such sale.

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

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 1999 A Bonds remain outstanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in

the following amounts: ]

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

(b) Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the Issuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Series 1999 A Bonds.

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

(d Workers' Compensation Coverage for All
Employees of the District Eligible Therefor and Performance and
Payment Bonds, such bonds to be in the amounts of 100% of the
construction contract, will be required of each prime contractor,
and such payment bonds have been or will be filed with the Clerk
of the County Commission of said County prior to
commencement of construction of the Project in compliance with
West Virginia Code Section 387239, Workers' compensation
coverage shall be maintained as required by the laws of the State

of West Virginia.

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

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

(g2 Provided, however, and in lieu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 1999 A
Bonds are outstanding, the Issuer will carry insurance and bonds
or cause insurance and bonds to be carried for the protection of
the Issuer, and during such construction will require each
contractor and subcontractor to carry insurance, of such types and
in such amounts as the Purchaser may specify, with insurance
carriers or bonding companies acceptable to the Purchaser.

Section 5.06. Statutory Mortgage Lien. For the further protection of the
Holder of the Series 1999 A Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, on a parity with the Prior Bonds, which statutory mortgage lien is hereby
recognized and declared to be valid and binding and shall take effect immediately upon the

delivery of the Series 1999 A Bonds.

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

(a) Failure to make payment of any monthly
amortization installment upon the Series 1999 A Bonds at the date

specified for payment thereof; and

(b)  Failure to duly and punctually observe or perform
any of the covenants, conditions and agreements on the part of the

Issuer contained in the Series 1999 A Bonds or herein, or
violation of or failure to observe any provision of any pertinent
law. -
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' Section 5.08. Enforcement. Upon the happening of any Event of Default
specified above, then, and in every such case, the Purchaser may proceed to protect and
enforce its rights by an appropriate action in any court of competent jurisdiction, either for
the specific performance of any covenant or agreement, or execution of any power, or for
the enforcement of any proper legal or equitable remedy as shall be deemed most effectual
to protect and enforce such rights.

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

Section 5.09. Fisca] Year; Budget. While the Series 1999 A Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be
operated and maintained on a Fiscal Year basis commencing on July 1 of each year and
ending on the following June 30, which period shall also constitute the budget year for the
operation and maintenance of the System. Not later than 30 days prior to the beginning of
each Fiscal Year, the Issuer agrees to adopt the Annual Budget for the ensuing year, and no
expendirures for operation and maintenance expenses of the System in excess of the Annua)
‘Budget shall be made during such Fiscal Year unless unanimously authorized and directed
by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser

by the beginning of each Fiscal Year.

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

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

covenant or provision hereof. .
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' Section 5.11. Covepant 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/Treasurer on the date of adoption hereof,

subject to permitted changes. :

Section 5.12. Books and Records; Audits. The Issuer will keep books and
records of the System, which shall be separate and apart from all other books, records and
accounts of the Issuer, in which complete and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at all reasonable times to inspect
the System and all records, accounts and data of the Issuer relating thereto.

_ The Issuer shall, at least once a year, cause said books, records and accounts
of the System to be properly audited by an independent competent firm of certified public
accountants and shall mail a copy of such audit report to the Purchaser. The Issuer 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 1999 A Bonds are

outstanding.

Section 5.14. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the System within its boundaries or within the territory
served by it and will not grant or cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,
agency or instrumentality whatsoever to provide any of the services supplied by the System
within the boundaries of the Issuer or within the territory served by the System.
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) ~ ARTICLE VI

RATES, ETC.
Section 6.01, Initia] Schedule of Rates and Charges; Rules. A. The

initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on Junme 1, 1999, Case
No. 98-1044-PWD-CN, which Final Order is incorporated herein by reference as a part

hereof.

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

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

charges.

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

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

F.  Thelssuer, 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.

CH310909.1
31



\

' - ARTICLE VTI
MISCELLANEOUS
Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall

otherwise be paid, to the Holder of the Series 1999 A Bonds, the principal of and interest due
or to become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 1999 A Bonds, the pledge of Net Revenues and
other moneys and securities pledged under this Bond Legislation and all covenants,
agreements and other obligations of the Issuer to the Registered Owner of the Series 1999 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

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

Purchaser.

Section 7.03. Delivery of Bonds. The Chairman, Secretary/Treasurer of
the Governing Body are hereby authorized and directed to cause the Series 1999 A Bonds,
hereby awarded to the Purchaser pursuant to prior agreement, to be delivered to the
Purchaser as soon as the Purchaser will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements or provisions hereof should be held contrary to any express
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 1999 A Bonds.

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

Bond Legislation shall be supplemental to the Prior Resolutions.

All resolutions and orders, or parts thereof, in conflict with the provisions
hereof are, to the extent of such conflicts, h'éregy 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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i 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, formir 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/Treasurer and members of the
Governing Body were at all times when any actions in connection with this Resolution
occurred and are duly in office and duly qualified for such office.

' Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that

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

Adopted this 16th day of June, 1999.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

Chai LM‘? Z 6&%0
ol

Member

Member
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' CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT on' the 16th day of June, 1999.

Dated: June 21, 1999,

- gl

ecretary/Treasurer !

03/23/99
382180/98001
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' McDQWELL COUNTY PUBLIC SERVICE DISTRICT
e T ALY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF McDOWELL COUNTY
PUBLIC SERVICE DISTRICT, AND THE FINANCING OF
THE COST, NOT OTHERWISE PROVIDED THEREOF,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $870,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1999 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)
AND NOT MORE THAN $125,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 1999 C (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 McDOWELL COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE]

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority feeFhis 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. McDowell County Public
Service District (the "Issuer") is a public corporation and public service district and political
subdivision of the State of West Virginia in McDowell County of said State, duly created
pursuant to the Act by The County Commission of McDowell County.
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, 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.

B. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of a water
distribution system to serve the areas of Berwind, Cucumber, Valls Creek, Squire and
Newhall, two water storage tanks and a 300 gpm water treatment plant, and ail necessary
appurtenant facilities in McDowell County, West Virginia (the "Project"), particularly
described in and according to the plans and specifications prepared by the Consuiting
Engineer and heretofore filed in the office of the Secretary/Treasurer 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 ali 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 $6,135,000 of which $995,000 will be obtained from the proceeds of sale of the
Series 1999 B and the Series 1999 C Bonds herein authorized, $1,397,600 will be obtained
from grants from the Purchaser, and $3,742,400 will be obtained from funding from the
West Virginia Department of Environmenta] Protection, Abandon Mine Land and
Reclamation.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 1999 B (United States Department of Agriculture), in the aggregate principal amount
of $870,000 (the "Series 1999 B Bonds"), and the Water Revenue Bonds, Series 1999 C
{(United States Department of Agriculture), in the aggregate principal amount of $125,000
(the "Series 1999 C Bonds"™) {collectively, the "Series 1999 B Bonds and Series 1999 C
Bonds"), to finance a portion of the cost of such acquisition and construction in the manner
hereinafter provided. The cost of such acquisition and construction shall be deemed to
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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 1999 B Bonds and Series
1999 C Bonds prior to, during and for six months after completion of such acquisition and
construction of the improvements and extensions: engineering, fiscal agents and legal
€Xpenses, 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, '

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 1999 B Bonds and Series 1999 C Bonds as to liens, pledge and source
of and security for payment being: (i) Water Revenue Bond, Series 1993, dated June 23,
1993, issued in the original aggregate principal amount of $818,000 (the "Series 1993
Bonds"); (ii) Water Revenue Bond, Series 1995, dated September 26, 1995, issued in the

- original aggregate principal amount of $500,000 (the "Series 1995 Bond"); (iii) Water
Revenue Bond, Series 1997 A, dated October 15, 1997, issued in the original aggregate
principal amount of $350,000 (the "Series 1997 A Bond"); and (iv) Water Revenue Bonds,
Series 1999 A, dated June 21, 1999, issued in the original aggregate principal amount of
$360,000 (the "Series 1999 A Bonds"), all held by the Purchaser (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 1999 B Bonds and
Series 1999 C Bonds as to liens, pledge and/or source of and security for payment.

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

H. 1t is in the best intergstwof the Issuer that the Series 1999 B and
Series 1999 C Bonds be sold to the Purchaser, pursuant to the terms and provisions of the
Letter of Conditions, dated April 4, 1996, Amendment No. 1 to Letter of Conditions, dated
December 17, 1997, Amendment No. 2 to Letter of Conditions, dated May 12, 1999, and
all additional amendments thereto, if any (collectively, the “Letter of Conditions").

L The Issuer has complied with ail requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
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inclyding, without limitation, the imposition of rates and charges, and the issuance of the
Series 1999 B Bonds and Series 1999 C Bonds, or will have so complied prior to issuance
of the Series 1999 B Bonds and Series 1999 C 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 1999 B Bonds and Series 1999 C 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 1999 B
Bonds and Series 1999 C Bonds.

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

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

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

"Bond Registrar” means the Issuer, which shall usually so act by its
Secretary/Treasurer.

"Bonds" means, collectively, the Series 1999 B Bonds, the Series 1999 C Bonds
and the Prior Bonds.

"Chairman” means the Chairman of the Governing Body.

"Consulting Engineer" means Michael Baker, Jr., Inc., Beaver, Pennsylvania,
or any qualified engineer or firm of enginegrs.which shall at any time hereafter be retained
by the Issuer as Consulting Engineer for the System.

"Depository Bank" means Ameribank, War, West Virginia, a bank or trust
company which is a member of FDIC (herein defined), and its successors and assigns.

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

"FDIC" means the Federa} 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 McDowell County Public Service
District, a public service district and a public corperation and a political subdivision of the
State of West Virginia, in McDowell County, West Virginia, and includes the Governing
Body.

"Letter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated April 4, 1996, Amendment No. 1 to the Letter of Conditions, dated
December 17, 1997, Amendment No. 2 to the Letter of Conditions dated May 12, 1999, and
all additional amendments thereto, if any.

"Minimum Reserve" means, as of any date of calculation, the maximum amount
of principal and interest which will become dye on the Series 1999 B Bonds and the
Series 1999 C 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 cxpenses, 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 normaily and regularly inciuded under recognized accounting
principles and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses
stated above for the current year as working capital, and language herein requiring payment

CL523362,1



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 Water Revenue Bond, Series 1993, the
Water Revenue Bond, Series 1995, the Water Revenue Bond, Series 1997 A and the Water
Revenue Bonds, Series 1999 A, of the Issuer described in Section 1.02G hereof.

"Prior Resolutions” means, collectively, the resolutions of the Issuer, adopted
June 23, 1993, September 26, 1995, October 15, 1997 and June 21, 1999, respectively,
authorizing 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 interest
coupons stripped from Government Obligations;

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

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

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

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

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

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



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

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

"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 ali parts thereof, all as calculated in accordance with sound
accounting practices.

"Secretary/Treasurer” means the Secretary/Treasurer of the Governing Body.

"Series 1999 B Bonds” means the Water Revenue Bonds, Series 1999 B (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation.

"Series 1999 C Bonds" means the Water Revenue Bonds, Series 1999 C (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation. ‘

"System" means the complete public waterworks system of the Issuer, presently
existing in its entirety or any integral part thereof, and shall include the Project and any
improvements and extensions thereto hereafter acquired or constructed for the System from
any sources whatsoever.

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

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01, Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $6,135,000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 1999 B Bonds and Series 1999 C Bonds hereby
authorized shall be applied as provided in Article IV hereof.
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' ARTICLE IiI

AUTHORIZATION, TERMS, EXECUTION ,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 1999 B Bonds and the Series 1999 C Bonds
of the Issuer, to be known as "Water Revenue Bonds, Series 1999 B {United States
Department of Agriculture)” and "Water Revenue Bonds, Series 1999 C {United States
Department of Agriculture)”, are hereby authorized to be issued in the respective principal
amounts of $870,000 and $125,000, for a total aggregate principal amount of not exceeding
$995,000, for the purpose of financing a portion of the cost of the acquisition and
construction of the Project. '

Section 3.02. Description of Bonds. A. The Series 1999 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 1999 B 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.

) B. The Series 1999 C Bonds shall be issued in single form, numbered CR-1,
only as a fully registered Bond, and shall be dated the date of delivery thereof. The
Series 1999 C 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 Series 1999 B Bonds and the Series 1999 C Bonds shall be subject to
prepayment of scheduled monthly installments, or any portion thereof, at the option of the
Issuer, and shall be payable as provided in the respective Bond forms hereinafter set forth,

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 1999 B Bonds and the Series 1999 C Bonds shal] 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 1999 B Bonds and the Series 1999 C Bonds, and
the right to principal of and stated interest on the Series 1999 B Bonds and the Series 1999 C
Bonds, may only be transferred by trangfas-ef 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 1999 B Bonds and the Series 1999 C 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 1999 B Bonds and the Series 1999 C Bonds shall be
surrendered for registration of transfer, the Issuer shall execute and deliver a new Bond or
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No registration of transfer of the Series 1999 B Bonds and Series 1999 C Bonds
shall be permitted to be made after the 15th day next preceding any installment payment date
on the Series 1999 B Bonds and Series 1999 C Bonds.

Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, a its office, sufficient books for the registration
and transfer of the Series 1999 B Bonds and Series 1999 ¢ Bonds, and, upon presentation
for such purpose, the Bond Registrar shall, under such reasonable regulations as it may
prescribe, register the Series 1999 B Bonds and Series 1999 ¢ Bonds initially issued pursuant
hereto and register the transfer, or cause to be registered by its agent, on such books, the

The Bond Registrar shall accept the Series 1999 B Bonds and Series 1999 C
Bonds for registration or transfer only if ownership thereof is to be registered in the name

Section 3.05. Execution of Bonds. The Series 1999 B Bonds and
Series 1999 C Bonds shall be cxecuted in the name of the Issuer by the Chairman and its
corporate seal shall be affixed thereto and attested by the Secretary/Treasurer. In case any
one or more of the officers who shal] have.signed or sealed the Series 1999 B Bonds and

if the person who signed or sealed such Bonds had not ceased to hold such office. The
Series 1999 B Bonds and Series 1999 C 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
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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 50 authorized.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the
Series 1999 B Bonds and Series 1999 C Bonds shall become mutilated or be destroyed,

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 1999 B Bonds and Series 1999 C Bonds shall be secured

Section 3.08. Form of Bond, Subject to the provisions hereof, the text
of the Series 1999 B Bonds and Series 1999 C 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 issnance thereof:
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' (FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 1999 &
(UNITED STATES DEPARTMENT o AGRICULTURE)

$870,000

No. BR-1 Date: August 11, 1999

DISTRICT (herein calied "Borrower") Promises to pay to the order of the Unjted States of
America (the "Government"), or its registered assigns, at it National Finance Office,
St. Louis, Missouri 63103, or at such other Place as the Governmen; may hereafter designate
in writing, the principal sum of EIGHT HUNDRED SEVENTY THOUSAND DOLLARS

said principal and interest shall be paid in the following installments on the following dates:

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 ip 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

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

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

OT 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 "Systern™) 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 constifute an
indebtedness of the Borrower within the meaning of any constitutional or statutory provision
or limitation.

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of
the charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
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dengmination or dencminations, 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 August 11, 1999, authorizing issuance of this Bond (the "Resolution").

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

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farmers Home Rural Development Act. This
Bond shall be subject to the present regulations of the Government and to its future

. regulations not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; (3)
WATER REVENUE BOND, SERIES 1997 A; (4) WATER REVENUE BONDS, SERIES
1999 A; AND (5) WATER REVENUE BONDS, SERIES 1999 C, ISSUED
CONCURRENTLY HEREWITH, ALL AS DESCRIBED IN THE RESOLUTION.
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. IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be executed by its Chairman and its corporate seal to be
hereunto affixed or imprinted hereon and attested by its Secretary/Treasurer, all as of the
date hereinabove written,

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]
Chairman, Public Service Board
HC 31 Box 436]
Welch, West Virginia 24801
ATTEST:

Secretary/Treasurer, Public Service Board
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' ASSIGNMENT

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

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

Dated: '

In the presence of:
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' (FORM OF BOND)

McDOWELIL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 1999 C
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$125,000
No. CR-1 Date: August 11, 1999

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower") promises to pay to the order of the United States of
America (the "Government"), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other Place as the Government may hereafter designate
in writing, the principal sum of ONE HUNDRED TWENTY-FIVE THOUSAND
DOLLARS ($125,000), plus interest on the unpaid principal balance at the rate of 4.5%
per annum. The said principal and interest shal] 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 $574, 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«ndebtedness 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
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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 cvery 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

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

OI 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 revenugsdo-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. N

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
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the charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
denomination or denominations, for the like principal amount, will be issued to the transferee
in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the 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 August 11, 1999, authorizing issuance of this Bond (the "Resolution").

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

This Bond is given as evidence of a loan to Borrower made or insured by the

- Government pursuant to the Consolidated Farmers Home Rural Development Act. This

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER'S (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; (3)
WATER REVENUE BOND, SERIES 1997 A: (4) WATER REVENUE BONDS, SERIES
1999 A; AND (5) WATER REVENUE BONDS, SERIES 1999 B, ISSUED
CONCURRENTLY HEREWITH, ALL AS DESCRIBED IN THE RESOLUTION.
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' IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be executed by its Chairman and its corporate seal to be
hereunto affixed or imprinted hereon and attested by its Secretary/Treasurer, all as of the
date hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]
Chairman, Public Service Board
HC 31 Box 4367
Welch, West Virginia 24801
ATTEST:

Secretary/Treasurer, Public Service Board
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: 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 1V

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

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

(1) Revenue Fund (established by the Prior Resolutions and continued
hereby);

(2} Series 1993, 1995 and 1997 A Bonds Reserve Fund (established by the
Prior Resolutions as the "Reserve Fund," and continued hereby);

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

(4)  Series 1999 A Bonds Reserve Account;
(5)  Series 1999 B Bonds and Series 1999 C Bonds Reserve Account;
(6)  Project Construction Account,

Section 4.02, Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 1999 B Bonds and Series 1999 C Bonds shali be deposited
upon receipt by the Issuer in the Project Construction Account. The moneys in the Project
Construction Account in excess of the amount insured by FDIC shall be secured at ail times
by the Depository Bank by securities or in a manner lawful for the securing of deposits of
State and municipal funds under West Virginia law. Moneys in the Project Construction
Account shall be expended by the Issuer solely for the purposes provided herein,

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

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly
instaliments on the Series 1999 B Bonds and Series 1999 C Bonds if there are not sufficient
Net Revenues to make such monthly payment.
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' Pending application as provided in this Section 4.02, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Investments.

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

Section 4.03. Covenants of the Issuer asto System Revenues and Funds.
So long as any of the Series 1999 B Bonds and Series 1999 C Bonds shal] be outstanding and
unpaid, or until there shall have been set apart in the Series 1999 B Bonds and Series 1999 C
Bonds Reserve Account a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Series 1999 B Bonds and Series 1999 C Bonds
remaining unpaid, together with interest accrued and to accrue thereon, the Issuer further

covenants with the Holders of the Series 1999 B Bonds and Series 1999 C Bonds as follows:

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

- all other funds of the Issuer and the Depository Bank and used only for the purposes and in
the manner provided in the Resolutions. .

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

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

(2)  The Issuer shall next, each month, on or before the
due date of payment of each instaliment on the Prior Bonds and
the Series 1999 B Bonds and the Series 1999 C Bonds, transfer
from the Revenue Fund and remit to the National Finance Office,
the amounts required to pay the-mierest on the Prior Bonds, the
Series 1999 B Bonds and the Series 1999 C Bonds and to
amortize the principal of the Prior Bonds, the Series 1999 B
Bonds and the Series 1999 C Bonds over the respective lives of
each Bond issue. All payments with respect to principal of and
interest on the Prior Bonds, the Series 1999 B Bonds and the
Series 1999 C Bonds shall be made on an equal pro rata basis in
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accordance with the respective aggregate principal amounts
thereof outstanding and on a parity with each other.

(3)  The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund and remit (o the
Depository Bank (i) for deposit into the Series 1993, 1995 and
1997 A Bonds Reserve Account and the Series 1999 A Bonds
Reserve Account, the amounts required by the Prior Resolutions:
and (i) for deposit into the Series 1998 B Bonds and
Series 1999 C Bonds Reserve Account, 0.4167% of the Minimum
Reserve, until the amount in the Series 1999 B Bonds and
Series 1999 C Bonds Reserve Account equals the Minjimum
Reserve. Moneys in the Series 1999 B Bonds and Series 1999 C
Bonds Reserve Account shall be used solely to make up any
deficiency for monthly payments of the principal of and interest
on the Series 1999 B Bonds and Series 1999 C Bonds to the
National Finance Office as the same shall become due or for
prepayment of installments on the Series 1999 B Bonds and
Series 1999 C Bonds, or for mandatory prepayment of the
Series 1999 B Bonds and Series 1999 C Bonds as hereinafter
provided, and for no other purpose; provided, however, that
when the Minimum Reserve has been accumulated in the Series
1999 B Bonds and Series 1999 C Bonds Reserve Account, all
earnings of investments of moneys therein shall at least annually
be transferred to and deposited in the Revenue Fund.

(4)  The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Depreciation Reserve, (i) the
amount required by the Prior Resolutions; and (ii) 0.4167% of
the Minimum Reserve, until the amount in the Series 1999 B
Bonds and Series 1999 C Bonds Reserve Account equals the
Minimum Reserve, and thereafter, 0.8334% of the Minimum
Reserve, so long as the Series 1999 B Bonds and Series 1999 C
Bonds are outstanding; provided, however, that in the event
Revenues are insufficient to. fund-the Series 1999 B Bonds and
Series 1999 C Bonds Reserve Account in accordance with
Section 4.03B(3)(ii) above, or a withdrawal of funds from the
Series 1999 B Bonds and Series 1999 C Bonds Reserve Account
is made, payment of Revenues into the Depreciation Reserve as
provided in this Section 4.03B(4)(ii) shall not be made, but
instead Revenues shall be applied to the replenishment of the
Series 1999 B Bonds and Series 1999 C Bonds Reserve Account
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\ until such deficiency is cured, at which time payments into the
Depreciation Reserve as provided in this Section 4.03B(4)(i1)
shall resume. Moneys in the Depreciation Reserve shall be used
first to make up any deficiencies for monthly payments of interest
on and principal of the Prior Bonds and the Series 1999 B Bonds
and Series 1999 C Bonds as the same become due, and next to
restore to the Series 1993, 1995 and 1997 A Bonds Reserve
Account, the Series 1999 A Bonds Reserve Account and the
Series 1999 B Bonds and Series 1999 C Bonds Reserve Account
any sum or sums transferred therefrom, all on a pro rata basis.
Thereafter, and provided that payments are current and in
accordance with the foregoing provisions, moneys in the
Depreciation Reserve may be withdrawn by the Issuer and used
for replacements, repairs, improvements or extensions to the
System.

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

Whenever the money in the Reserve Fund shall be sufficient to prepay the
Series 1999 B Bonds and Series 1999 C Bonds in full, it shall be the mandatory duty of the
Issuer, anything to the contrary herein notwithstanding, to prepay the Series 1999 B Bonds
and Series 1999 C Bonds at the earliest practical date and in accordance with applicable
provisions hereof,

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

The Revenue Fund, the Resgzve~Fund and the Depreciation Reserve shall
constitute trust funds and shall be used only for the purposes and in the order provided
herein, and until so used, the Purchaser shall have a lien thereon for further securing
payment of the Series 1999 B Bonds and Series 1999 C Bonds and the interest thereon.

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

Principal, interest or reserve payments, whether made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect to the Series 1999 B Bonds
and Series 1999 C Bonds and the Prior Bonds, in accordance with the respective principal
amounts then Outstanding.

Subject to the Prior Resolutions, the Depository Bank, at the direction of the
Issuer, shall keep the moneys in the Reserve Fund and the Depreciation Reserve invested and
reinvested to the fullest extent possible in accordance with applicable law, and to the extent
practicable, in Qualified Investments having maturities consonant with the required use
thereof. Investments in any fund or account under this Bond Legisiation shall, unless
otherwise provided herein or required by law, be valued at the lower of cost or the then
current market value, or at the redemption price thereof if then redeemable at the option of
the holder, including value of accrued interest and giving effect to the amortization of
discount, or at par if such investment is held by the "consolidated fund" managed by the
West Virginia Board of Investment Management. Any investment shall be held in and at all
times deemed a part of the fund or account in which such moneys were originally held, and
interest accruing thereon and any profit or loss realized from such investment shall be
credited or charged to the appropriate fund or account. Earnings from moneys in the
- Reserve Fund, so long as the Minimum Reserve is on deposit and maintained therein, shall
be paid annually into the Revenue Fund by the Depository Bank.

C. CHANGE OF DEPOSITORY BANK. The Issuer may designate another
bank or trust company insured by FDIC as Depository Bank if the Depository Bank should
cease for any reason to serve or if the Governing Body determines by resolution that the
Depository Bank or its successor should no longer serve as Depository Bank. Upon any
such change, the Governing Body will cause notice of the change to be sent by registered or
certified mail to the Purchaser.

D.  USER CONTRACTS. The Issuer shall, prior to delivery of the
Series 1999 B Bonds and Series 1999 C Bonds, provide evidence that there will be at
least 416 bona fide users upon the Project on completion, in full compliance with the
requirements and conditions of the Purchaser.

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

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

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

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

Section 4.04. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 1999 B Bonds and Series 1999 C Bonds, the Issuer may issue and sell its interim
construction notes in an aggregate principal amount not to exceed $995,000 (the "Notes").
The Notes shall be in the form of a [ine of credit from a commercial bank or other lender,
and the Issuer is hereby authorized to enter into the credit agreement with such commercial
bank or other lender. The Notes shall bear interest from the date or dates, at such rate or
rates, payable on such dates and shall mature on such date or dates and be subject to such
Prépayment or redemption, all as provided in the credit agreement.

The Notes shall be special obligations of the Issuer Ppayable as to principal and

interest solely from proceeds of the Series 1999 B Bonds and Series 1999 C Bonds or the

. Grants. The Notes do not and shall not constitute an indebtedness of the Issuer within the

meaning of any constitutional or statutory provisions. The general funds of the Issuer are

not liable, and neither the full faith and credit nor the taxing power of the Issuer, if any, is

pledged for the payment of the Notes. The Holders of the Notes shall never have the right

to compet the forfeiture of any property of the Issuer. The Notes shall not be a debt of the

Issuer, nor a legal or equitable pledge, charge, lien or encumbrance upon any property of the
Issuer or upon any of its income, receipts or revenues except as set forth herein.
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. ARTICLE V

GENERAL COVENANTS, ETC.

Section 5,01 . Genera] Statement. So long as the Series 1999 B Bonds and
Series 1999 C Bonds shall be outstanding and unpaid, or untj] there shall have been set apart
in the Series 1999 B Bonds and Series 1999 C Bonds Reserve Account a sum sufficient to
prepay the entire principal of the Series 1999 B Bonds and Series 1999 C Bonds remaining
unpaid, together with interest accrued and to accrue thereon to the date of pPrepayment, the
Covenants and agreements contained herein shall be and constitute valid and legally binding
covenants between the Issuer and the Holder of the Series 1999 B Bonds and Series 1999 ¢
Bonds.

Section 5.02. Rates. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the System,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
annual debt service on the Serieg 1999 B Bonds and Series 1999 C Bonds and the Prior
Bonds and sufficient to make the payments required herein into all funds angd accounts and
all the necessary €xpenses of operating and maintaining the System during such Fiscal Year

- and such rates, fees and other charges shall not be reduced S0 as to be insufficient to provide

adequate Revenues for such purposes.

Section 5.03. Sale of the System. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 1999 B Bonds and
Series 1999 C Bonds are outstanding. Such consent will provide for disposition of the
proceeds of any such sale.

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

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and
agrees that it will, as an expense of constructjon, operation and maintenance of the System,
procure, carry and maintain, so long as the, Series 1999 B Bonds and Series 1999 ¢ 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
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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 kitled 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 1999 B Bonds and
Series 1999 C Bonds.

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

(d) Workers' Compensation Coverage for Al
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 gaguired of each prime contractor,
and such payment bonds have been or wilt 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.
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, (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. L

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

(8) Provided, however, and in lieu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 1999 B
Bonds and Series 1999 C Bonds are outstanding, the Issuer will
carry insurance and bonds or cause insurance and bonds to be
carried for the protection of the Issuer, and during such
construction will require each contractor and subcontractor to
carry insurance, of such types and in such amounts as the
Purchaser may specify, with insurance carriers or bonding
companies acceptable to the Purchaser.

Section 5.06. Statutory Mortgage Lien. For the further protection of the
Holder of the Series 1999 B Bonds and Series 1999 C Bonds, a statutory mortgage lien upon
the System is granted and created by the Act, on a parity with the Prior Bonds, which
statutory mortgage lien is hereby recognized and declared to be valid and binding and shall
take effect immediately upon the delivery of the Series 1999 B Bonds and Series 1999 C

Bonds.
Section 5.07. Events of Default. Each of the following events is hereby
declared an "Event of Default": < g
(a) Failure to make payment of any monthly
amortization installment upon the Series 1999 B Bonds and
Series 1999 C Bonds at the date specified for payment thereof;
and
CL523562.1
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, (b)  Failure to duly and puncrualiy observe or perform
any of the covenants, conditions and agreements on the part of
the Issuer contained in the Series 1999 B Bonds and
Series 1999 C Bonds or herein, or violation of or failure to
observe any provision of any pertinent law, '

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

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

. Section 5.09. Fiscal Year; Budget. While the Series 1999 B Bonds and
Series 1999 C Bonds are outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operated and maintained on a Fiscal Year basis commencing on July 1
of each year and ending on the following June 30, which period shall also constitute the
budget year for the operation and maintenance of the System. Not later than 30 days prior
to the beginning of each Fiscal Year, the Issuer agrees to adopt the Annual Budget for the
ensuing year, and no expenditures for operation and maintenance expenses of the System in
excess of the Annual Budget shall be made during such Fiscal Year unless unanimously
authorized and directed by the Governing Body. Copies of each Annuaj 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 corrgspeading month in the next year preceding by
more than 10%; and provided further, that adoption of a Budget of Current Expenses shall
not constitute compliance with the covenant to adopt an Annual Budget unless failure to
adopt an Annual Budget be for a reason beyond the control of the Issuer. Each such Budget
of Current Expenses shall be mailed immediately to the Purchaser.

Section 5.10Q. Compensation of Members of Governing Body. The Issuer
hereby covenants and agrees that no compensation for policy direction shall be paid to the
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mempers 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. L ‘

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 pians and specifications prepared by the
Consulting Engineer on file with the Secretary/Treasurer on the date of adoption hereof,
subject to permitted changes.

Section 5.12. Books and Records; Audits. The Issuer will keep books
and records of the System, which shall be Separate and apart from all other books, records
and accounts of the Issuer, in which complete and correct entries shall be made of all
transactions relating to the System, and the Purchaser shall have the right at all reasonable
times to inspect the System and a]l records, accounts and data of the Issuer relating thereto.

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

. further comply with the Act with respect to such books, records and accounts.

Section 5.13. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 1999 B Bonds and
Series 1999 C Bonds are outstanding.

Section5.14. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the System within its boundaries or within the territory
served by it and will not grant or cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,
agency or instrumentality whatsoever to provide any of the services supplied by the System
within the boundaries of the Issuer or within the territory served by the System.

,..'mni"‘.‘-:'
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. ARTICLE VI

RATES, ETC.
Section 6.0]. Injtial Schedule of Rates and Charges; Rules. A. The

initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on July 26, 1999, Case No. 97-0023-
PWD-CN, which Final Order is incorporated herein by reference as a part hereof.

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

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

. D.  The Issuer will not render or cause to be rendered any free services of
any nature by the System nor any of the facilities; and in the event that the Issuer or any
department, agency, officer or employee thereof should avail itself or themselves of the
services or facilities of the System, the same fees, rates and charges applicable to other
Customers receiving like services under similar circumstances shall be charged, such charges
shall be paid as they accrue, and revenues 80 received shall be deposited and accounted for
in the same manner as other Revenuyes 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 sater and sewer services by the Issuer without
payment at the same time of a sewer bill owed by such customer for the same premises.

CL523562,1
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' ARTICLE VII

MISCELLANEOUS
Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall

otherwise be paid, to the Holder of the Series 1999 B Bonds and Series 1999 C 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 1999 B Bonds
and Series 1999 C Bonds, the pledge of Net Revenues and other moneys and securities
pledged under this Bond Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Owner of the Series 1999 B Bonds and Series 1999 C Bonds,
shall thereupon cease, terminate and become void and be discharged and satisfied.

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

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

the Governing Body are hereby authorized and directed to cause the Series 1999 B Bonds and
Series 1999 C 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 1999 B Bonds and Series 1999 C
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 Cbntents
and headings of the articles, sections and subsections hereof are for convenience only and

CL523562.1
37



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

Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to. happen, to be performed or
to be taken precedent to and in 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/Treasurer and members of the
Governing Body were at all times when any actions in connection with this Resolution

occurred and are duly in office and duly qualified for such office.

Section 7.08. Effective Time. This Resolution shall take effect
immediately upon its adoption.
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Adopted this 11th day of August, 1999.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

el st

Chairman
Lossy [ Lk
Member  /f /i
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, CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 1 1th day of August, 1999.

Dated: August 11, 1999,

. WW
A ]
Szz@jky/Treasurcr

(8/06/99
S82180/96001
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' McDOWELL CQUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $550,000
WATER REVENUE BOND, SERIES 1997 A, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, ON A PARITY
WITH THE OUTSTANDING WATER REVENUE BOND,
SERIES 1993, AND WATER REVENUE BOND, SERIES 1995,

OTHERWISE PROVIDED, OF ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS SYSTEM
AND ALL APPURTENANT FACILITIES OF THE DISTRICT;
DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BOND; PROVIDING GENERALLY
FOR THE RIGHTS AND REMEDIES AND SECURITIES OF
THE HOLDER OF THE BOND: AND PROVIDING WHEN
THIS RESOLUTION SHALL TAKE EFFECT

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

ARTICLE |

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

: Section 1.01. Authority for This Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act”), and other applicable provisions of law. McDowell County Public
Service District (the "Issuer") is a public corporation and public service district and political
subdivision of the State of West Virginia in [cDowell County of said State, duly created
pursuant to the Act by The County CommiSsion of McDowell 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 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 improvements and extensions
to the existing waterworks facilities of the Issuer, consisting of 8,500 linear feet of 2", 8,750
linear feet of 6" and 14,000 linear feet of 8" water mains, one 183,000 gallon water storage
tank, a 200 GPM water treatment plant, two 200 GPM high service pumps, one 580 GPM
filter backwash pump, one filter backwash water decant basin, one 35 GPM recycle pump,
sludge drying beds, and all necessary appurtenant facilities in the communities of Bartley and
English, McDowell County, West Virginia (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/Treasurer of the Public Service Board (the "Governing
Body™) of the Issuer. The Issuer will purchase water from the City of Welch pursuant to a
water purchase contract between the Issuer and said City. The existing waterworks facilities
of the Issuer, together with the Project and any further additions, extensions or improvements
thereto, are herein called the "System." The acquisition and construction of the Project and
the financing hereby authorized and provided for are public purposes of the Issuer and are
ordered for the purpose of meeting and serving public convenience and necessity.

C.  The estimated revenues to be derived in each year from the operation of
the System after completion of the Project will be sufficient to pay all the costs of the
operation and maintenance of the System, the principal of and interest on the Bonds (as

- hereinafter defined) and all debt service, reserve fund and other payments provided for

herein.

D.  The estimated maximum cost of the acquisition and construction of the
Project is $2,453,050, of which $550,000 will be obtained from the proceeds of sale of the
Bond herein authorized, $298,500 from a grant by the Purchaser (as hereinafter defined),
$1,213,000 from 2 grant by the United States Department of Housing and Urban
Development (Small Cities Block Grant through the State of West Virginia), $50,000 from
a grant by the West Virginia Parkways, Economic Development and Tourism Authority, and
$341,550 from a grant through the West Virginia Infrastructure Fund.

E. It is necessary for the Issuer to issue the Bond in the principal amount of
$550,000 to finance a portion of the cost of such acquisition and construction in the manner
hereinafter provided. The cost of such acquisition and construction shall be deemed to
include, without being limited to, the acquisition and construction of the Project; the
acquisition of any necessary property, real or personal, or interest therein; interest on the
Bond prior to, during and for six months after completion of such construction to the extent
that revenues of the System are not sufficient therefor; engineering and legal expenses;
expenses for estimates of costs and revenues; expenses for plans, specifications and surveys;
and such other expenses as may be necessary or incidental to the acquisition and construction
of the Project and the financing authorized hereby; provided that, reimbursement to the lssuer



171339.2

for any amounts expended by it for the repayment of indebtedness incurred for Costs of the
Project by the Issuer shall be deemed Costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Bond as to liens, pledge and source of and security for payment, being the
Water Revenue Bond, Series 1995, dated September 26, 1995, issued in the original
aggregate principal amount of $500,000 (the "Series 1995 Bond*"), and the Water Revenue
Bond, Series 1993, dated June 23, 1993, issued in the original aggregate principal amount
of $818,000 (the “Series 1993 Bond"), all held by the Purchaser (collectively, the "Prior
Bonds"). Other than the Prior Bonds, there are no other outstanding bonds or obligations of
the Issuer which will rank prior to or on a parity with the Bond as to lien, pledge and/or
source of and security for payment. :

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

H. It is in the best interest of the Issuer that the Bond be sold to the
United States Department of Agriculture, Rural Utilities Service (the "Purchaser”), pursuant
to the terms and provisions of a Letter of Conditions dated August 15, 1994, Amendment
No. I to Letter of Conditions dated February 20, 1996, Amendment No. 2 to Letter of
Conditions dated September 4, 1997, and all amendments thereto, if any (collectively, the
"Letter of Conditions").

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

Section 1.03. Bond Legislation Constitutes Conract. In consideration of
the acceprance of the Bond by those who shall be the registered owner of the same from time
to time, this Resolution (the "Bond Legislation") shall be deemed to be and shall constitute
a contract between the Issuer and such Bondholder, and the covenants and agreements set
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forth-herein to be performed by the Issuer shall be for the benefit, protection and security of
the registered owner of the Bond.

Section 1.04. Definitions. The following terms shall have the following

meanings herein unless the text otherwise expressly requires: -

"Act” means Chapter 16, Article 13A of the West Virginia Code of 1931, as
armended.

"Bond" means the Water Revenue Bond, Series 1997 A, authorized hereby.

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

"Bonds™ means, collectively, the Series 1993 Bond, the Series 1995 Bond and
the Bond.

"Chairman” means the Chairman of the Governing Body.

"Consulting Engineer” means Stafford Consultants, Incorporated, Princeton,
West Virginia, or any qualified engineer or firm of engineers which shall at any time

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

"Depository Bank" means Ameribank, War, West Virginia, a bank or trust
company which is a member of FDIC (herein defined), and its successors and assigns.

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

"FDIC" means the Federal Deposit Insurance Corporation,

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

"Grants” means, collectively, the grants from the Purchaser, the United States
Department of Housing and Urban Development (Small Cities Block Grant through the State
of West Virginia), the West Virginia Parkways, Economic Development and Tourism
Authority, the West Virginia Infrastructure Fund, and any other grants committed for the
Project,

"Governing Body" means the Public Service Board of the Issuer.
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' "Government Obligations” means direct obligations of, or obligations the
principal of and interest on which are guaranteed by, the United States of America,

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

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

“Letter of Conditions” means the Letter of Conditions of the Purchaser dated
August 15, 1994, Amendment No. 1 to Letter of Conditions dated February 20, 1996,
Amendment No. 2 to Letter of Conditions dated September 4, 1997, and all amendments
thereto, if any,

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

"Operating Expenses" means the current expenses, paid or accrued, of operation
and maintenance of the System and its facilities, and includes, without limiting the generality
of the foregoing, insurance premiums, salaries, wages and administrative expenses of the
Issuer relating and chargeable solely to the System, the accumulation of appropriate reserves
for charges not annually recurrent but which are such as may reasonably be expected to be

‘incurred, and such other reasonable operating costs as are normally and regularly included

under recognized accounting principles and retention of a sum not to exceed 1/6th of the
budgeted Operating Expenses stated above for the current year as working capital, and
language herein requiring payment of Operating Expenses means also retention of not to
exceed such sum as working capital, provided that all monthly amortization payments upon
the Bonds and into the Reserve Fund and the Depreciation Reserve have been made to the
last monthly payment date prior to the date of such retention.

"Prior Bonds" means, collectively, the Series 1993 Bond and the Series 1995
Bond.

"Prior Resolutions” means, collectively, the Series 1993 Resolution and the
Series 1995 Resolution.

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

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

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

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

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

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

(8} Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or national banking associations which are



! members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provided, that said investments securing said repurchase
agreements either must mature as nearly as practicabie coincident
with the marurity of said repurchase agreements or must be
replaced or increased so that the market value thereof is always
at least equal to the principal amount of said repurchase
agreements, and provided further that the holder of such
repurchase agreement shall have a prior perfected security interest
in the collateral therefor, must have (or its agent must have)
possession of such collateral, and such collateral must be free of
all claims by third parties;

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

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

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

"Registrar”™ means the Issuer, which shall usually so act by its
Secretary/Treasurer.

"Resolutions” means, collectively, the Series 1993 Resclution, the
Series 1995 Resolution and the Bond Legislation.

"Series 1993 Bond" means the outstanding Water Revenue Bond, Series 1993,

of the Issuer described in Section 1.02G hereof.

"Series 1993 Resolution” means the resolution of the Issuer adopted June 23,
1993, authorizing the Series 1993 Bond.

"Series 1995 Bond”™ means the outstanding Water Revenue Bond, Series 1995,
of the Issuer described in Section 1.02G hereof.

171335.2 7
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' "Series 1995 Resolution” means the resolution of the Issuer adopted
September 26, 1995, authorizing the Series 1995 Bond.

"Revenues” or "Gross Revenues” means all Fates, 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 Mmanagement and operation of the System, from
the operation of the System, and al{ parts thereof, all as calculated in accordance with sound
accounting practices,

“Secretary/Treasurer" means the Secretary/Treasurer of the Governing Body.

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

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

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. horization of isition and C ion of the
Project. There is hereby authorized the acquisition and construction of the Project, at an
estimated cost of $2,453,050, in accordance with the Plans and specifications which have
been prepared by the Consulting Engineers, heretofore filed in the office of the Governing
Body. The proceeds of the Bond hereby authorized shall be applied as provided in Article IV
hereof.
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' ARTICLE T

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3.01. Authorization of Bond. Subject and pursuant to the

provisions of the Bond Legislation, the Bond of the Issuer, to be known as "Water Revenue
Bond, Series 1997 A," is hereby authorized to be issued in the aggregate principal amount
of not exceeding $550,000 for the purpose of financing a portion of the cost of the acquisition
and construction of the Project.

_ Section 3.02. Description of Bond. The Bond shall be issued in single
form, numbered AR-1, only as a fully registered Bond, and shall be dated the date of delivery

thereof. The Bond shall bear interest from the date of delivery, payable monthly at the rate
of 4.50% per annum, and shall be sold for the par value thereof.

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

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

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

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

Section 3.04. Registrar. The Issuer shall be the Registrar and will keep,

Or cause to be kept by its agent, at its office, sufficient books for the registration and transfer
of the Bond, and, upon presentation for such purpose, the Registrar shall, under such

10



reasonable regulations as it may prescribe, register the Bond initially issued pursuant hereto
and register the transfer, or cause to be registered by its agent, on such books, the transfer
of the Bond as hereinbefore provided.

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

Section 3.05. Execution of Bond. The Bond shall be executed in the name
of the Issuer by the Chairman and its corporate seal shall be affixed thereto and attested by
the Secretary/Treasurer. In case any one or more of the officers who shall have signed or

* sealed the Bond shall cease to be such officer of the Issuer before the Bond so signed and
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sealed has been actually sold and delivered, such Bond may nevertheless be sold and
delivered as herein provided and may be issued as if the person who signed or sealed such
Bond had not ceased to hold such office. Any Bond may be signed and sealed on behalf of
the Issuer by such person as at the actual time of the execution of such Bond sha]l hold the
proper office in the Issuer, although at the date of such Bond such person may not have held
such office or may not have been so authorized.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the

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

Section 3.07. Bond Secured by Pledge of Net Revenues. The payment
of the debt service of the Bond shall be secured forthwith by a first lien on the Net Revenues
derived from the System on a parity with the Prior Bonds, in addition to the stamutory

11
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mortgage lien on the Systemn hereinafter provided for as to the Bonds. The Net Revenues
derived from the Systemn in an amount sufficient to pay the principal of and interest on the
Bond, and to make the payments as hereinafter provided, are hereby irrevocably pledged to
the payment of the principal of and interest on the Bond as the same becomes due, all on a
parity with the Prior Bonds. :

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the Bond and the other details thereof shall be of substantially the following tenor, with

such omissions, insertions and variations as may be authorized or permitted hereby or by any
resolution adopted after the date of adoption hereof and prior to the issuance thereof:

12
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1997 A

$550,000

No. AR-1 Date:

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower") promises to pay to the order of the United States of
America (the "Government"), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Governrnent may hereafter designate
in writing, the principal sum of FIVE HUNDRED FIFTY THOUSAND DOLLARS
(8550,000), 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 § , 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 Iast to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining installments as scheduled herein.
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' If the Government at any time assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments to the Government as collection agent for
the holder.

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

Any amount advanced or expended by the Government for the collection hereof
Or 10 preserve or protect any security herefor, or otherwise under the terms of any security
or other instrument executed in connection with the loan evidenced hereby, at the option of
the Government shall become a part of and bear interest at the same rate as the principal of
the debt evidenced hereby and be immediately due and payable by Borrower to the

* Government without demand. Borrower agrees to use the loan evidenced hereby solely for
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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 senstitutional 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 Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized

14
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denomination or denominations, for the like principal amount, will be issued to the transferce
in exchange herefor.

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

This Bond has been issued under and in full compliance with the 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 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 timé, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farmers Home Rural Development Act. This Bond
shall be subject to the present regulations of the Government and to its future regulations not

‘inconsistent with the express provisions hereof,
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' This Bond is issued on a parity as to liens, pledge and source of and security for
payment, and in all other respects, with the Prior Bonds described in said Resolution.

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

(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman. Publi¢ Service Board

(Title of Executive Official)

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

Coalwood, West Virginia 24824

(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Public Service Board

(Title of Executive Official)
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(Form of)

RECORD OF ADVANCES
AMOUNT. DATE AMOUNT DATE

M $ (19§
Q S 20 $
3y $ QD $
@ __$ Q2 $
(5§ 23) _$
@ $ (24) _$
D8 25 §
@) S 26)_$
9.__% 2N._$
10 8 28 _$
apn s Q9 $
12§ (30) _$
(13) $ (31 _$
(14) $ (32)_$
(15_$ (33 _$
16 _$ (38) $
an. 8 (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  constimte 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:

18
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' ARTICLE IV

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

Section 4.0]. Establishment of Funds and Accounts with Depository
Bank. The following special funds or accounts are created and established with (or continued
if previously established by the Prior Resolutions), and shall be held by, the Depository Bank,
separate, distinct and apart from all other funds or accounts of the Depository Bank and from
each other:

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

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

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

(4)  Project Construction Account.

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

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

Until completion of acquisitioffarid construction of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly
installments on the Bond if there are not sufficient Net Revenues to make such monthly
payment. .
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: Pending application as provided in this Section 4.02, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Investments.

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

Section 4.03. Covenants of the Issuer as to System Revenues and Funds.

So long as any of the Bonds shall be outstanding and unpaid, or until there shall have been
set apart in the Reserve Fund, a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Bonds remaining unpaid, together with interest
accrued and to accrue thereon, the Issuer further covenants with the holders of the Bonds as
follows:

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

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

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

(ii) The Issuer shall next, on or before the due date of
payment of each installment on the Bonds, transfer from the
Revenue Fund and remit to the National Finance Office
designated in the Bonds (or sychrother place as may be provided
purstant to the Bonds), the amounts required to pay the interest
on the Bonds, and to amortize the principal of the Bonds over the
respective life of each Bond issue. All payments with respect to
principal of and interest on the Bonds shall be made on an equal
pro rata basis in accordance with the respective aggregate
principal amounts thereof outstanding and on a parity with each
other.
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(iif)  The Issuer shall next, on each date that payment is
made as set forth in (ii) above, transfer from the Revenue Fund
and remit to the Depository Bank for deposit in the Reserve Fund,
1/12th of 1/10th of the amount, as of the date of calculation,
equal to the maximum aggregate amount of principal and interest
which will become due on the Bonds in any year, until the amount
in the Reserve Fund equals such maximum amount (the
"Minimum Reserve"”). After the Minimum Reserve has been
accumulated in the Reserve Fund, the Issuer shall monthly deposit
into the Reserve Fund such part of the moneys remaining in the
Revenue Fund, after such provision for payment of monthly
installments on the Bonds and for payment of Operating Expenses
of the System, as shall be required to maintain the Minimum
Reserve in the Reserve Fund. Moneys in the Reserve Fund shall
be used solely to make up any deficiency for monthly payments
of the principal of and interest on the Bonds to said National
Finance Office (or other place provided) as the same shall become
due or for prepayment of instailments on the Bonds, or for
mandatory prepayment of the Bonds as hereinafter provided, and
for no other purpose, on an equal pro rata basis in accordance
with the respective aggregate principal amounts thereof
outstanding and on a parity with each other; provided, however,
that when the Minimum Reserve has been accumulated in the
Reserve Fund, all earnings of investments of moneys therein shall
at least annually be transferred to and deposited in the Revenue
Fund.

(iv)  The Issuer shall next, on each date that payment is
made as set forth in (ii) above, transfer from the Revenue Fund
and deposit in the Depreciation Reserve, the moneys remaining
in the Revenue Fund and not permitted to be retained therein,
until there has been accumulated in the Depreciation Reserve the
aggregate sum of $375,000, and thereafter such sums as shall be
required to maintain such amount therein. Moneys in the
Depreciation Reserve shall be used first to make up any
deficiencies for monthly payments-of principal of and interest on
the Bonds as the same become due, and next to restore to the
Reserve Fund any sum or sums transferred therefrom, all on a
pro rata basis. Thereafter, and provided that payments into the
Reserve Fund are current and in accordance with the foregoing
provisions, moneys in the Depreciation Reserve may be
withdrawn by the Issuer and used for extraordinary repairs and
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for replace'ments of equipment and improvements for the System,
or any part thereof.

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

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

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

The Revenue Fund, the Reserve Fund and the Depreciation Reserve shall
constitute trust funds and shall be used only for the purposes and in the order
provided herein, and until so used, the Purchaser shall have a lien thereon for
further securing payment of the Bonds and the interest thereon, but the
Depository Bank shall not be a trustee as to such funds.

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

Subject to the Prior Resolutions, the Depository Bank, at the direction
of the Issuer, shall keep the moneys in the Reserve Fund and the Depreciation
Reserve invested and reinvested to the fullest extent possible in accordance with
applicable law, and to the extent praetitable, in Qualified Investments having
maturities consonant with the required use thereof. Investments in any fund or
account under this Bond Legislation shall, unless otherwise provided herein or
required by law, be valued at the lower of cost or the then current market
value, or at the redemption price thereof if then redeemable at the option of the
holder, including value of accrued interest and giving effect to the amortization
of discount, or at par if such investment is held by the "consolidated fund"
managed by the West Virginia State Board of Investments. Any invesmment
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shall be held in and at all times deemed a part of the fund or account in which
such moneys were originally held, and interest accruing thereon and any profit
or loss realized from such investment shall be credited or charged to the
appropriate fund or account. Subject to the Prior Resolutions, earnings upon
moneys in the Reserve Fund, so long as the Minimum Reserve is on deposit
and maintained therein, shall be paid annually in January into the Revenue Fund
by the Depository Bank.

C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or trust company insured by FDIC as Depository Bank and Fiscal
Agent if the Depository Bank should cease for any reason to serve or if the
Governing Body determines by resolution that the Depository Bank or its
successor should no longer serve as Depository Bank. Upon any such change,
the Governing Body will cause notice of the change to be sent by registered or
certified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior to delivery of the
Bond, provide evidence that there will be at least 205 bona fide users upon the
Project on completion, in fuli compliance with the requirements and conditions
of the Purchaser. .

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

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

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

amount is to be deposited. _

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

Section 4.04. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Bonds, the Issuer may issue and sell its interim construction notes in an aggregate
principal amount not to exceed $2,000,000 (the "Notes"). The Notes shall be in the form of
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a line*of credit from a commercial bank or other lender, and the Issuer is hereby authorized
to enter into the credit agreement with such commercial bank or other lender, acceptable to
the Purchaser. The Notes shall bear interest from the date or dates, at such rate or rates,
payable on such dates and shall mature on such date or dates and be subject to such
prepayment or redemption, all as provided in the credit agreement.

The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Bonds or the Grants. The Notes do not and shall not
constitute an indebtedness of the Issuer within the meaning of any constitutional or statutory
provisions. The general funds of the Issuer are not liable, and neither the full faith and credit
nor the taxing power of the Issuer, if any, is pledged for the payment of the Notes. The
Holders of the Notes shall never have the right to compel the forfeiture of any property of
the Issuer. The Notes shall not be a debt of the Issuer, nor a legal or equitable pledge,
charge, lien or encumbrance upon any property of the Issuer or upon any of its income,
receipts or revenues except as set forth herein.
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' ARTICLE Y
GENERAL COVENANTS, ETC.

Sectjion 5.01. Qg_n;_r_al Statement. So long as the Bonds shall be

outstanding and unpaid, or until there shall have been set apart in the Reserve Fund a sum
sufficient to prepay the entire principal of the 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 Bondholder.

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

Section 5.03. Sale of the System. The System will not be sold without

the prior written consent of the Purchaser so long as the Bond is outstanding. Such consent
will provide for disposition of the proceeds of any such sale.

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

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

amounts:

(a)  FEire, Lightning, ¥afidalism, 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
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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 Bond.

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

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

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

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

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

Section 5.06. Stamtory Mgngag;- Lien. For the further protection of the

" Holder of the Bond, a statutory mortgage lien upon the System is granted and created by the
Act, which statutory mortgage lien is hereby recognized and declared to be valid and binding
and shall take effect immediately upon the delivery of the Bond and shall be on a parity with
the statutory mortgage lien in favor of the Purchaser as Holder of the Series 1993 Bond and
Series 1995 Bond.

Section 3.07. Events of Default. Each of the following events is hereby

declared an "Event of Default";

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

(b)  Failure duly and punctually to observe or perform
any of the covenants, conditions41d agreements on the part of the
Issuer contained in the Bond or herein, or violation of or failure
to observe any provision of any pertinent law,

Section 5.08. 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
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the enforcement of any proper legal or equitable remedy as shail be deemed most effectual
to protect and enforce such rights.

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

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

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

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

covenant or provision hereof.

Section 3.11. Covenant 1o 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/Treasurer on the date of adoption hereof,

subject to permitted changes.
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: Section 5.12. Books and Records: Audits. The Issuer will keep books and
records of the System, which shall be separate and apart from all other books, records and
accounts of the Issuer, in which complete and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at ail reasonable times to inspect
the System and all records, accounts and data of the Issuer relating thereto.

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

Section 5.13. Maintenance of System. The Issuer covenants that it will

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

Section 5.14. No Competition. To the extent legally allowable, the Issuer

will not permit competition with the System within its boundaries or within the 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.

1713392
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' ARTICLE VI
RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on October 11, 1997, Case No. 96-
1506-PWD-CN, which Final Order is incorporated herein by reference as a part hereof.

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

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

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

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

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

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

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

Section 7.02. Modification or Amendment. The Bond Legislation may

not be modified or amended after final passage without the prior written consent of the
Bondholder.

Section 7.03. Delivery of the Bond. The Chairman, Secretary/Treasurer
and Treasurer of the Governing Body are hereby authorized and directed to cause the Bond,
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 Bond.

Section 7.03. Prior Resolutions; 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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. Effective Time. This Resolution shajj take effect
immediately upon its adoption. :

Adopted: October 15, 1997,

W A

Chairman of the Public Service Board

e (. ,dimbéw@

Member {/

ﬂ{)ﬁ/i, Z %M,ﬁ
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CERTIEICATION

Certified a trye €opy of a Resolution duly adopted by the Publjc Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 15th day of October,
1997,

Dated: October 15, 1997.

[SEAL]

a2

, Public Jervice Board

10/14/97
582180/94001
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE QF $500,000
WATER REVENUE BOND, SERIES 1995, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, ON A PARITY
WITH THE OUTSTANDING WATER REVENUE BOND,
SERIES 1993 OF THE DISTRICT, TO FINANCE THE COST,
NOT OTHERWISE PROVIDED, OF ACQUISITICN AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
- PROPERTIES CONSISTING OF CERTAIN IMPROVEMENTS
AND EXTENSIONS TO THE EXISTING WATERWORKS
SYSTEM OF THE DISTRICT; DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF THE
BOND; PROVIDING GENERALLY FOR THE RIGHTS AND
REMEDIES AND SECURITIES OF THE HOLDER OF THE
BOND; AND PROVIDING WHEN THIS RESOLUTION
SHALL TAKE EFFECT

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

ARTICLE I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for This Resolution. This Resclution 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. McDowell County Public
Service District (the "Issuer™) is a public corporation and public service district and political
subdivision of the State of West Virginia in McDowell County of said State, duly created
pursuant to the Act by The CouguyGommission of McDowell 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 certain improvements and extensions to such existing
waterworks facilities within the boundaries of the Issuer to be owned and operated by the
Issuer.



' B. Itis deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain improvements to and
extensions of the existing waterworks facilities of the Issuer, consisting of new water lines
and a storage tank to replace the Issuer’s existing water distribution systems at
Hemphill-Capels, Havaco-Wilcoe and Premier, and all necessary appurtenant facilities (the
"Project"), particularly described in and according to the plans and specifications prepared
by the Consulting Engineer and heretofore filed in the office of the Secretary of the Public
Service Board (the "Governing Body") .of the Issuer. The Issuer will purchase water from
the City of Welch pursuant (o a water purchase contract between the Issuer and said City.
The existing waterworks facilities of the Issuer, together with the Project and any further
additions, extensions Of improvements thereto, ar¢ 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 ail the costs of the
operation and maintenance of the System, the principal of and interest on the Bond (as
hereinafter defined) and all debt service, reserve fund and other payments provided for
herein. '

D.  The estimated maximum cost of the acquisition and construction of the
Project is $1,950,000, of which $500,000 will be obtained from the proceeds of sale of the
Bond herein authorized, $700,000 will be obtained from a grant from the Purchaser (as
hereinafter defined), and $750,000 will be obtained from a grant from the Appalachian
Regional Commission.

E. It is necessary for the Issuer to issue its water revenue bond in the
principal amount of $500,000 to finance a portion of the cost of such acquisition and
construction in the manner hereinafter provided. The cost of such acquisition and
construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the acquisition of any necessary property, real or personal, or
interest therein; interest on the Bond prior to, during and for six months after completion
of such construction to the extent that revenues of the System are not sufficient therefor;
engineering and legal expenses; EXDERIES for estimates of costs and revenues; expenses for
plans, specifications and surveys; and such other expenses as may be necessary or incidental
to the acquisition and construction of the Project and the financing authorized hereby;
provided that, reimbursement to the Issuer for any amounts expended by it for the
repayment of indebtedness incurred for Costs of the Project by the Issuer shall be deemed
Costs of the Project. . ~

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



G. There are outstanding obligations of the Issuer which will rank on a
parity with the Bond as to liens, pledge and source of and security for payment, being the
Water Revenue Bond, Series 1993, dated Tune 23, 1993 (the "1993 Bond™), issued in the
original aggregate principal amount of $818,000, held by the Purchaser. Other than the
1993 Bond, there are no other outstanding bonds or obligations of the Issuer which will rank
prior to oron a parity with the Bond as to liens, pledge and/or source of and security for

payment.

The Issuer is oot in default under the terms of the 1993 Bond, the 1993
Resolution (hereinafter defined) or any document in connection therewith, and has complied
with all requirements of all the foregoing with respect to the issuance of parity bonds or has
obtained 2 sufficient and valid waiver thereof. :

H. It is in the best interest of the Issuer that the Bond be sold to the
United States Department of Agriculture, Rural Economic and Community Development
(the "Purchaser”), pursuant to the terms and provisions of a Letter of Conditions dated
March 31, 1993, and all amendments thereto, if any (collectively, the "Leuer of
Conditions").

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

Section 1.03. Bond Legislation Constitutes Contract. In consideration
of the acceptance of the Bond by those who shail be the registered owner of the same from
time to time, this Resolution (the "Bond Legislation") shall be deemed to be and shall
constitute a contract between the Issuer and such Bondholder, and the covenants and
agreements set forth herein to be performed by the Issuer shall be for the benefit, protection
and security of the registered owner of the Bond.

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

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

"Bond"” means the Water Revenue Bond, Series 1995, authorized hereby.



J "1993 Bond" means the Water Revenue Bond, Series 1993, of the Issuer
described in Section 1.02G hereof.

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

"Bonds" means, collectively, the Bond and the 1993 Bond.

"Chairman” means the Chairman of the Governing Body.

"Consuiting Engineer” means Stafford Consuitants, Incorporated, Princeton,
West Virginia, or any qualified engineer or firm of engineers which shall at any time
hereafter be retained by the Issuer as Consulting Engineer for the System.

"Depository Bank” means Ameribank, Inc., Welch, West Virginia, a bank or
trust company which is a member of FDIC (herein defined), and its successors and assigns.

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

"FDIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year® means each year begimning 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.

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

“Issuer,” "Borrower" or "District" means McDowell County Public Service
District, in McDowell County, West Virgigia, and includes the Governing Boedy.

*Letter of Conditions" means the Letter of Conditions of the Purchaser dated
March 31, 1993, and all amendments thereto, if any.

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



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

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

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

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

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

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

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

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

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

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

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

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

"Registered Owner," "Bondholder,” "Holder of the Bond" or any similar term

means any person who shall be the registered owner of the Bond.

"Registrar” means the Issner, which shall usually so act by its Secretary.

1993 Resolution” means the resolution of the Issuer adopted June 23, 1993,

authorizing the 1993 Bond.

Legislation.

"Resolutions” means, collectively, the 1993 Resolution and the Bond



"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 caiculated in accordance with sound
accounting practices. :

"Secretary” means the Secretary of the Governing Body.

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

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

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



ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized the acquisition and construction of the Project, at an
estimated cost of $1,950,000, in accordance with the plans and specifications which have
been prepared by the Consulting Engineers, heretofore filed in the office of the Governing
Body. The proceeds of the Bond hereby authorized shall be applied as provided in
Article IV hereof.



' ARTICLE I

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3.01. Authorization of Bond. Subject and pursuant to the
provisions of the Bond Legislation, the Bond of the Issuer, to be known as "Water Revenue
Bond, Series 1995," is hereby authorized ta be issued in the principal amount of not
exceeding $500,000 for the purpose of financing a portion of the cost of the acquisition and
construction of the Project.

Section 3.02. Description of Bond. The Bond shall be issued as a single,
fully registered Bond, numbered R-1, and shall be dated the date of delivery thereof. The
Bond shall bear interest from the date of delivery, payable monthly at the rate of 4.50%
per annum, and shall be sold for the par value thereof.

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

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

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

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

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

The Registrar shall accept the Bond for registration or transfer only if
ownership thereof is to be registered in the name of the 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 parmership 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
pame of the trustee of each trust and/or such other identifying number and information as
may be required by law. The Bond shall initially be fully registered as to both principal and
interest in the name of the United States of America. So long as the Bond shall be
registered in the name of the United States of America, the address of the United States of
America, for registration purposes shall be Federal Building, Room 320, 75 High Street,
Morgantown, West Virginia 26505-7500, or such other address as shall be stated in writing
to the Issuer by the United States of America.

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

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case the
Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may in its discretion
issue and deliver a new Bond of like tenor as the Bond so mutilated, destroyed, stolen or
lost, in exchange and substitution for such mutilated Bond or in lieu of and substitution for
the Bond destroyed, stolen or lost, and upon the holder’s furnishing the Issuer proof of his
ownership thereof and complying with such other reasonable regulations and conditions as
the Issuer may require. The Bond so surrendered shall be canceled and held for the account
of the Issuer. If the Bond shall haye matured or be about to marure, instead of issuing a
substitute Bond the Issuer may pay the same, and, if such Bond be destroyed, stolen or lost,
without surrender thereof.

Section 3.07. Bond Secured by Pledge of Net Revepues. The payment
of the debt service of the Bond shall be secured forthwith by a first lien on the Net
Revenues derived from the System on a parity with the 1993 Bond, in addition to the
statutory mortgage lien on the System hereinafter provided for as to the Bonds. The Net
Revenues derived from the System in an amount sufficient to pay the principal of and
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+ interest on the Bond, and to make the payments as hereinafter provided, are hereby
irrevocably pledged to the payment of the principal of and interest on the Bond as the same
become due, all on a parity with the 1993 Bond.

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

Il



(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1995

$500,000
No. R-1 : Date: September 26, 1995

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein catled "Borrower") promises to pay to the order of the United States of
America (the "Government"), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Government may hereafter
designate in writing, the principal sum of FIVE HUNDRED THOUSAND DOLLARS
($500,000), plus interest on the unpaid principal balance at the rate of 4.50% 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, amd $2,295, covering principal and interest, thereafter on said
corresponding day of each month, except that the final installment shail 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 hereinbeiow.
The consideration herefor shall support any agreement modifying the foregoing schedule of

payments.

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

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

Prepayments of scheduled installments, or any portion thereof, may be made
at any time at the option of Borrower. Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after
payment of interest, be applied to the installments last to become due under this Bond and
shall not affect the obligation of Borrower to pay the remaining installments as scheduled
herein.
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If the Government at any time assigns this Bond and insures the payment
thereof, Borrower shail 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 annuai 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 instaliment due date basis shall be the date of the prepayment by
Borrower and the Government will pay the interest to which the holder is entitled accruing
between the effective date of any such prepayment and the date of the Treasury check to the
holder.

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

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

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

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the
Borrower, as Registrar, but only in the manner, subject to the limitations and upon payment
of the charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
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denordination 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 ail 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
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, Aricle 13A
of the West Virginia Code, as amended (the "Act™), and 2 Resolution of the Borrower
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 ot private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the
Government’s request, apply for and accept such loan in sufficient amount to repay the
Government. : :

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farmers Home Rural Development Act. This
. Bond shall be subject to the present regulations of the Government and to its future
regulations not inconsistent with the express provisions hereof.
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This Bond is issued on a parity as to liens, pledge and source of and security
for payment, and in all other respects, with the 1993 Bond described in said Resolution.

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

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

{(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official)

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

Coalwood, West Virginia 24824
(Ciry, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary, Public Service Board
(Title of Executive Official)
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{(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOQUNT DATE

(n__$ Mh..3
2 $ (8 _$
3 $ o _$
4 __$ (1o $
) {(1D__$
6 __$ (12) §

TOTAL $
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' (Form of Assignment)

ASSIG NT

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 QF BOND PROCEEDS; FUNDS AND ACCOUNTS

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

continued if previously established by the 1993 Resolution), and shall be held by the
Depository Bank, separate, distinct and apart from all other funds or accounts of the
Depository Bank and from each other:

(1) Revenue Fund (established by the 1993 Resolution and continued
hereby); :

(2) Reserve Fund (established by the 1993 Resolution and continued
hereby);

(3)  Depreciation Reserve (established by the 1993 Resolution and continued
bereby); and

(4)  Project Construction Account.

Section 4.02. Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Bond shall be deposited upon receipt by the Issuer in the Project

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

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

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

payment.

_ Pending application as provided in this Section 4.02, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Invesunents.
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When acquisition and construction of the Project has been completed and all
costs thereof have been paid or provision for such payment has been made, any balance
remaining in the Project Construction Account shall be disposed of in accordance with the
regulations of the Purchaser.

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

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

B. DISPOSITION OF REVENUES. All Revenues at any time on
deposit in the Revenue Fund shall be disposed of only in the following order
and priority, subject to the provisions of Section 4.03B of Lhe 1993 Resolution
not otherwise modified herein:

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

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

(iii) The Issuer shall next, each month, on each date that
payment is made as set forth in (i} above, transfer from the
Revenue Fund and remit to the Depository Bank for deposit in
the Reserve Fund, 1/12th of 1/10th of the amount, as of the date
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of calculation, equal to the maximum aggregate amount of
principal and interest becoming due on the Bonds in any year,
until the amount in the Reserve Fund equals such maximum
amount (the "Minimum Reserve"). After the Minimum Reserve
has been accumulated in the Reserve Fund, the Issuer shall
monthly deposit into the Reserve Fund such part of the moneys
remaining in the Revenue Fund, after such provision for payment
of monthly installments on the Bonds and for payment of
Operating Expenses of the System, as shall be required to
maintain the Minimum Reserve in the Reserve Fund. Moneys
in the Reserve Fund shall be used solely to make up any
deficiency for monthly payments of the principal of and interest
on the Bonds to said National Finance Office (or other place
provided) as the same shall become due or for prepayment of
installments on the Bonds, or for mandatory prepayment of the
Bonds as hereinafter provided, and for no other purpose, on an
equal pro rata basis in accordance with the respective aggregate
principal amounts thereof ocutstanding and on a parity with each
other; provided, however, that when the Minimum Reserve has
beer accumulated in the Reserve Fund, all earnings of
investments of moneys therein shall at least annually be
transferred to and deposited in the Revenue Fund.

(iv) The Issuer shall next, each month, on each date that
payment is made as set forth in (ii) above, transfer from the
Revenue Fund and deposit in the Depreciation Reserve, the
moneys remaining in the Revenue Fund and not permitted to be
retained therein, until there has been accumulated in the
Depreciation Reserve the aggregate sum of $265,500, and
thereafter such sums as shall be required to maintain such
amount therein. Moneys in the Depreciation Reserve shall be
used first to make up any deficiencies for monthly payments of
principal of and interest on the Bonds as the same become due,
and next to restore to the Reserve Fund any sum or sums
transferred therefrom, all on a pro rata basis. Thereafter, and
provided that payments into the Reserve Fund are current and in
accordance with thé foregoing provisions, moneys in the
Depreciation Reserve may be withdrawn by the Issuer and used
for extraordinary repairs and for replacements of equipment and
improvements for the System, or any part thereof.

(v) After all the foregoing provisions for use of moneys

in the Revenue Fund have been fully complied with, moneys
remaining therein and not permitted to be retained therein, if any
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("Surplus Revenues”), may be used to prepay installments of the
Bonds, pro raa, or for any lawful purpose.

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

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

The Revenue Fund, the Reserve Fund and the Depreciation Reserve
shall constitute trust funds and shail be used only for the purposes and in the
order provided herein, and until so used, the Purchaser shail have a lien
thereon for further securing payment of the Bonds and the interest thereon, but
the Depository Bank shall not be a trustee as to such funds.

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

Subject to the 1993 Resolution, the Depository Bank, at the direction
of the Issuer, shall keep the moneys in the Reserve Fund and the Depreciation
Reserve invested and reinvested to the fullest extent possible in accordance
with applicable law, and to the extent practicable, in Qualified [nvestments
having maturities consonant with the required use thereof. Investments in any
fund or account under this Bond Legislation shail, unless otherwise provided
herein or required by law, be valued at the lower of cost or the then current
market value, or at the redemption price thereof if then redeemable at the
option of the holder, including value of accrued interest and giving effect to
the amortization of discount, or at par if such investment is held by the
~consolidated fund* managed by the West Virginia State Board of Investments.
Any investment shall be held in and at all times deemed a part of the fund or
account in which such moneys were originally held, and interest accruing
thereon and any profit or loss realized from such investment shall be credited
or charged to the appropriate fund or account. Subject to the 1993 Resolution,
earnings upon moneys in the Reserve Fund, so long as the Minimum Reserve
is on deposit and maintained therein, shall be paid annually in January into the
Revenue Fund by the Depository Bank.
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' C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or trust company insured by FDIC as Depository Bank and
Fiscal Agent if the Depository Bank should cease for any reason to serve or
if the Governing Body determines by resolution that the Depository Bank or
its successor should no longer serve as Depository Bank.” Upon any such
change, the Governing Body will cause notice of the change to be sent by
registered or certified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior to delivery of the
Bond, provide evidence that there will be at least 313 bona fide full-time users
upon the Project on completion, in full compliance with the requirements and
conditions of the Purchaser. :

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

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

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

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

GENERAIL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Reserve Fund a sum
sufficient to prepay the entire principal of the Bonds remaining unpaid, together with
interest accrued and to accrue therson 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 Bondholder.

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

purposes.

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

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

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

()  Fire, Lightming, Vandalism, Malicious Mischief and Extended
Coverage Insurance, to be procured upon acceptance of any part of the Project
from the contractor, and immediately upon any portion of the System now in
use, on all above-ground structures of the System and mechanical and
electrical equipment in place or stored on the site in an amount equal to the
full insurable value thereof. In the event of any damage to or destruction of
any portion of the System, the Issuer will promptly arrange for the application
of the insurance proceeds for the repair or reconstruction of such damaged or
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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.

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

()  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.

(dy 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 Bomd¥ Will be provided as to every member of the
Governing Body and as to every officer and employee thereof having custody
of the Revenue Fund or of any revenues or other funds of the Issuer in an
amount at least equal to the total funds in the custody of any such person at
any one time, and initially in the amount of $50,000 upon the treasurer,
provided, however, that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks thereon require
the signature of a representative of the Purchaser.
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(g) Provided, however, and in lieu of and notwithstanding the
foregoing provisions of this Section, during construction of the Project and so
long as the Bond is outstanding, the Issuer will carry insurance and bonds or
cause insurance and bonds to be carried for the protection of the Issuer, and
during such construction will require each contractor and subcontractor to
carry insurance, of such types and in such amounts as the Purchaser may
specify, with insurance carriers or bonding companies acceptable to the

Purchaser.
Section 5.06. Statutory Mortgage Lien. For the further protection of the

Holder of the Bond, a statutory mortgage lien upon the System is granted and created by
the Act, which starutory mortgage lien is hereby recognized and declared to be valid and
binding and shall take effect immediately upon the delivery of the Bond and shall be on a
parity with the stamtory mortgage lien in favor of the Holder of the 1993 Bond.

Section 5.07. Events of Defaunlt. Each of the following events is hereby
declared an "Event of Default”;

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

(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
Bond or herein, or violation of or failure to observe any provision of any
pertinent law.

Section 5.08. Enforcement. Upon the happening of any Event of Default
specified above, then, and in every such case, the Purchaser may proceed to protect and
enforce its rights by an appropriate action in any court of competent jurisdiction, either for
the specific performance of any covenanr 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 r&Spect to the System, shall proceed under the direction of
the court to obtain authorization to increase rates and charges of the System, and shall have
the power to collect and receive all revenues and apply the same in such manner as the
court may direct.

Section 5.09. Fiscal Year: Budget. While the Bond is outstanding and

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

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

Section 5.1]. Covenant to Proceed and Complete. The I[ssuer hereby
covenants to proceed as promptly as possible with the acquisition and construction of the
Project to completion thereof in accordance with the plans and specifications prepared by
the Consulting Engineer on file with the Secretary on the date of adoption hereof, subject
to permitted changes. ‘

Section 5.12. Books and Records; Audits. The Issuer will keep books
and records of the System, which shall be separate and apart from all other books, records
and accounts of the Issuer, in which complete and correct entries shall be made of all
transactions relating to the System, and the Purchaser shall have the right at all reasonable
times to inspect the System and alo_l‘;e’cgrds, accounts and data of the Issuer relating thereto.

The Issuer shail, 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 [ssuer shall
further comply with the Act with respect to such books, records and accounts.

Section 5.13. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as
a revenue-producing utility as herein provided so long as the Bond is outstanding.
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Section 5.14. No Competition. To the extent legally allowable, the
Issuer will not permit competition with the System within its boundaries or within the
territory served by it and will not grant or cause, consent to or allow the granting of any
franchise, permit or other authorization for any person, firm, corporation, public or private
body, agency or instrumentality whatsoever to provide any of the services supplied by the
System within the boundaries of the Issuer or within the territory served by the System.
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ARTICLE VI
RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on March 16, 1995 and deemed final
on April 4, 1995 (Case No. 93-0958-PWD-CN), which Final Order is incorporated herein
by reference as a part hereof,

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

C. All delinquent fees, rates and charges for services or facilities of the
System shall be liens on the premises served of equal degree, rank and priority with the lien
on such premises of state, county, school and municipal taxes, as provided in the Act. The
Issuer shall have all remedies and powers provided under the Act and other applicabie
provisions of law with regard to the collecnon 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 Sysrem to
deposit a reasonable and equitable amount to insure payment of all charges for the services
rendered by the System, which deposit shall be handled and disposed of under the applicable
rules and regulations of the Public Service Commission of West Virginia.

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

any water bill from a customer served with water and sewer services by the Issuer without
payment at the same time of a sewer bill owed by such customer for the same premises,
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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 Resotution do exist, have happened,
have been performed and have been taken in regular and due time, form and manner as
required by and in full compliance with the laws and Constitution of the State of
West Virginia applicable thereto; and that the Chairman, Secretary and members of the
Governing Body were at all times when any actions in conpection with this Resolution
occurred and are duly in office and duly qualified for such office.

Section 7.08. Effc;:rive Time. This Resolution shall take effect

immediately upon its adoption.
/AM E%

Chairman of Public Service Board

Fonp (] L L

Adopted: September 26, 1995.

Member / V4
Member

09/24/95

MCPSDIJ.A3

532180/93001
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF "$818,000
WATER REVENUE BOND, SERIES 1993, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, TO FINANCE
ACQUISITION AND CONSTRUCTION OF CERTAIN PUBLIC
SERVICE PROPERTIES CONSISTING OF IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS SYSTEM AND
ALL APPURTENANT FACILITIES 1IN THE DISTRICT:
DEFINING AND PRESCRIBING THE TERMS AND PROVISIONS
OF THE BOND; PROVIDING GENERALLY FOR THE RIGHTS
AND REMEDIES AND SECURITIES OF THE HOLDER OF THE
BOND; AND PROVIDING WHEN THIS RESOLUTION SHALL
TAKE EFFECT.

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

ARTICLE T

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. McDowell Councy Publie
Service District (the "Issuer") is a public corporation and public
service district and political subdivision of the Sctate of
West Virginia in McDowell County of said Stacte, duly created pursuant
to the Act by The County Commission of McDowell County.

Section 1.02. Eindings and Determinacions. It is hereby
found, determined and declared a¢ tollows:

A. The Issuer now has a public waterworks system and
desires to finance and acquire, construct, operate and maincain
certain addicional public service propercties consisting of
improvements and extensions to such exiscing wacterworks facilicties
with all appurtenant facilities, within the boundaries of the Issuer
to be owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for
the healch. welfare. safety, advantage and convenience of the
inhabitancs of the Issuer, and, accordingly, it is hereby ordered,
that there be acquired and constructed certain Limprovemencts and
extensions to cthe existing waterworks facilicies of the Issuer,



consisting of approximately 34,000 lineal feet of distribucion lines,
a 100,000 gallon storage tank, a 115-gallon per minute production and
treatment plant, wvalves, hydrants and meters at Coalwood, and
approximacely 24,7350 lineal feet of distribution lines, a
100,000 gallon storage tank, an B84-gallon per minute production and
treatment plant, valves, hydrants and meters at Caretta, and all
necessary appurtenant facilities (the "Project"), particularly
described in and according to the plans and specifications prepared by
the Consulcting Engineer and heretofore filed in the office of che
Secretary of the Public Service Board (the "Governing Body") of the
Issuer. The existing waterworks facilities of the Issuer, togecher
wich the Project and any further addicions, extensions or improvements
thereto, are herein called the "Syscem.® The acquisition and
construction of the Project and the financing hereby authorized and
provided for are public purposes of cthe Issuer and are ordered for the
purpose of meeting and serving public convenience and necessicy.

C. The estimared revenues to be derived in each vear from
the operation of the System after completion of the Project will be
sufficient to pay all the costs of the operation and maincenance of
the System, the principal of and interest on the Bond (as hereinafrer
Hefined) and all debt service, reserve fund and ocher pavmencs
provided for herein. :

D. The estimated maximum cost of the acquisition and
construction of the Project is $3,365,800 of which $818.000 will be
obtained from the proceeds of sale of the Bond herein authorized,
$997,800 from a grant by the Purchaser (as hereinafter defined),
$750,000 from a grant by the Department of Housing and Urban
Development (Small Cities Block Grant cthrough the State of
West Virginia), and $800,000 from a granc by the Economic Development
Authoricy.

E. It is necessary for the Issuer to issue its revenue
bond in the principal amount of $818,000 to finance a portion of the
cost of such acquisition and comstrugtion in the manner hereinafrter
provided. The cost of such acq@fTsition and construction shall be
deemed to include, wichout being limited to, the acquisition and
construction of the Project: the acquisition of any necessary
property, real or personal, or interest therein; interest on the Bond
prior to, during and Zor six months after complection of such
construction to the extent that revenues of the System are not
sufficient therefor; engineering and legal expenses:; expenses for
estimates of costs and revenues: expenses for plans. specificzartions
and surveys; and such other expenses as mav be necessary or incidental
to the acquisiction and construction of ‘the Projesct znd the Iinancing
authorized hereby; provided that. reimbursement to the Issuer for any
amounts expended by it for the repavment of indebtedness incurred for .

2.



Costs of the Project by the Issuer shall be deemed Costs of che
Projecec.

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

G. There are no outstanding bonds or obligations of cthe
Issuer which will rank prior to or on a paricy wich the Bond as ro
lien, pledge and/or source of and securicy for paymenc.

H, It is in the best interest of the Issuer that the Bond
be sold to the United States Department of Agriculrture, Farmers Home
Administration (the "Purchaser"), pursuant to the terms and provisions
of a Letter of Conditions dated April 21, 1992, and all amendmencs
thereto, if any (collecrively, the "Letter of Conditions").

I. The Issuer has complied with all requiremencs of law
relacing to the authorization of the acquisition and construction of
the Project, the operation of the System, including, withourt
limitation, the imposition of rares and charges, and the issuance of
the Bond, or will have so complied prior to issuance of the Bond,
"including, among other things and without limitation, the consenc and
approval, pursuant to the Act and other applicable provisions of law,
of the issuance of the Bond, the acquisition and construction of the
Project and the imposition of rates and charges by the Public Service
Commission of West Virginia by final order, the time for rehearing and
appeal of which have expired or shall have been duly waived or
otherwise provided for,

Section 1.03. Bond Legislation Constitutes Contracr. In
consideration of the acceptance of the Bond by cthose who shall be the
registered owner of che same from time to time, this Resolution (cthe
"Bond Legislation") shall be deemed to be and shall conscitute a
contract between the Issuer and such Bondholder, and che 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 che
Bond. Sk

Section 1 .04. Definitions. The following terms snhall have
the following meanings therein unless the text otherwise expressly
requires:

"Act” means Chapter 16, article 13A of che Wesc Virginia
Code of 1931, as amended.

"Bond" or "Bonds" means the Water Revenue Bond, Seriass 1593,
authorized hereby.



"Bond Legislation” or "Resclution” means this Resoclurtion and
all resclutions supplemental herero and amendatory hereof,

"Chairman” means the Chairman of the:Governing Body.

"Consulting Engineer" means Staffard Consulcants,
Incorporated, Princeton, West Virginia, or any qualified engineer or
firm of engineers which shall at any time hereafter be recained by the

Issuer as Consulting Engineer for the System.

"Depository Bank" means Ameribank, ¥.A., War, West Virginia,
a bank or trust company which is a member of FDIC (herein defined}),
and its successors and assigns.

"Facilities" or ‘"waterworks facilities" means all che
tangible properties of the System and also 4ny tangible propercies
which may hereafter be added ro the System by additions, betterments,
extensions and improvemencs :therero and propercies, furnicure,
fixtures or equipment therefor. hereafter at any time conscructed or
acquired.

"FDIC" means the Federal Deposit Insurance Corporacion,

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

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

"Government Obligacions" means direcc obligations of, or
obligations the principal of and interest on which are guaranceed by,
the United States of America.

"Herein" or "herein" means in chis Rond Legislacion.

"Issuer," "Borrower" or "Districc" means McDowell County
Public Service District, in Metduell County, West Virginia. and
includes the Governing Bodv.

"Letter of Conditions" means. collectively, the Leccer of
Condicions of the Purchaser dacted april 21, 1992. and all amendments
thereto, if any.

"Net Revenues" means :the balance of the Cross Revenues, as
defined below, remaining after deducrtion only of Operating Zxpenses,
as defined below.



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

"Project" shall have cthe meaning stated in Secction 1.02B
above. '

"Purchaser" or “Government" means United Stares Department
of Agriculture, Farmers Home Administraction, and anv successor
g >
thereof.

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

(a) Government Obligations;

(b) Government Obligations which have been
stripped of their unmarured interest coupons,
interest <coupons stripped from Government
Obligations, and receipts ar certificaces
evidencing paymencts from Government Obligations
or interest coupons stripped from Government

Cbligations; ,

(c¢) Bonds, debentures, notes or other
evidences of indebtedness issued by any of che
following agencies: Banks for Cooperatives:

Federal Intermediate Credit Banks: Federal Home
Loan Bank System; Export-Import BRank of :the
United States: Federal Land Banks: Governmenct
National Morcgage association: Tennessee Vallev
Authoricy; or Washington Metropolitan Area
Transit Auchoric



{(d) Any bond, debenture, nocte,
parcticipation certificate or other similar
obligations issued by cthe Federal 'Natiomal
Mortgage Association to cthe 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 rtime certificates of deposit, rtime
deposits or other similar banking arrangemencts)
which, to the exrent not insured by the FDIC
(hereinbefore defined) or Federal Savings and
Loan Insurance Corporation, shall be secured by a
pledge of Government Obligations, provided, thart
said Government Obligations pledged either must
mature as nearly as practicable coincident with
the maturicy of said time accounts or must be
replaced or increased so that the market value
thereof is always at least equal to the prinecipal
amount of said time accounts:

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs
(a) through (e) above, with banks or national
banking associations which are members of FDIC or
with government bond dealers recognized as
primary dealers by cthe Federal Reserve Bank of
New York, provided, that said investments
securing said repurchase agreements either musc
mature as nearly as practicable coincident with
the maturity of said-esefurchase agreements or
must be replaced or increased so thacr the markec
value thereof is always atr least equal to the
principal amount of said repurchase agreements.
and provided further that the holder of such
repurchase agreement shall have a prier perrfecred
securicty incerest in the collateral =zherefor.
must have (or its agent must have) possession of
such collareral. and such collacteral musc be free
of all claims by chird parcies:




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

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

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

"Registrar” means the Issuer, which shall usually so act by
1ts Secretary.

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

"Secretary" means the Secretary of the Governing Body.

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

"Tap Fees™ means the fees, if any, pald by prospective
customers of the System in ordef to connect thereto.

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PRCJECT

section 2.01. Authorization of Acquisition and Construcrion
of the Project. There is hereby authorized the acquisition and

construction of the Project, at an estimaced cost of 53,363,800, in
accordance with the plans and specificactions which have been prepared
by the Consulting Engineers, heretofore filed in the office of rthe
Governing Body. The proceeds of the Bond hereby authorized shall be
applied as provided in Article IV hereof.




ARTICIE 1II

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3. 01. Authorization of Bond. Subject and pursuanc
to the provisions of the Bond Legislation, the Bond of the Issuer. ro
be known as "Water Revenue Bond, Series 1993 ," is hereby authorized to
be issued in the aggregate principal amount of not exceeding $818,000
for the purpose of financing a porcion of the cost of the acquisicion
and construction of che Projecrt.

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

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

Section 3.03. Negoriabilicy, Registracion, Transfer and
Exchange of Bonds. The Bond shall be and have all the qualities and

incidents of a negotiable instrument under the Uniform Commercial Code
of the State of West Virginia, but the Bond, and the right to
principal of and sctated incerest on the Bond, may onlv be transferred
by transfer of the registration chereof upon the books required to be
kept pursuant to Section 3.04 hereof, by the parcy in whose name it is
registered, in person or by attorney duly authorized in writing, upen
surrender of the Bond for cancellation, accompanied by delivery of a
written inscrument of transfer, duly execucted in a form acceptable to
the Registrar.

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

No registration of transfer of the Bond shall be permitzed
to be made after che l3th day next preceding any instailment payment
date on the Bond.

O



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

The Registrar shall accept the Bond for regisctracion or
transfer only if ownership thereof is to be registered in the name of
the Government, an individual (including joint ownership), a
corporation, a partnership or a ctrust, 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
securicy numbers of the settlor and beneficiaries of each trusc and
the federal employer identification number and date of each trusc and
the name of the trustee of each trust and/or such other identifying
number and information as may be required by law. The Bond shall
initially be fully registered as to both principal and interest in the
name of the United States of America, Farmers Home Administration. So
" long as the Bond shall be registered in che name of the United States
of America, TFarmers Home Administration. rhe address of cthe
United States of America, Farmers Home Administracion, for
registration purposes shall be Federal Building, Room 320, 75 High
Street, Morgantown, West Virginia 26505-7500, or such octher address
as shall be stated in writing to the Issuer by the United Staces of
America, Farmers Home Administration.

Section 3.05. Execution of Bond. The Bond shall be
executed in the name of the Issuer by the Chairman and its gcorporate
seal shall be affixed thereto and acttested by the Secretary. In case
any one or more of the officers who shall have signed or sealed the
Bond shall cease to be such officer of cthe Issuer before the Bond so
signed and sealed have been actually sold and delivered, such Bond may
nevertheless be sold and delivered .as herein provided and may be
issued as if the person who sigﬁéﬂﬁg¥usealed such Bond had not ceased
to hold such office. Any Bond may be signed and sealed on behalf of
the Issuer by such person as at the acrual time of the exscucion of
such Bond shall hold che proper office in the Issuer, althougn at the
dare of such Bond such person mav not have held such office or may not
have been so authorized.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost.
In case the Bond shall become nmutilared or he destroyed, scolen or
lost, the Issuer may in its discretion issue and deliver a new Bond of
like tenor as the Bond so mutilacted. descroved, stolenm or lost, in
exchange and substitution for such mutilated Bond or in lieu of and.
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substitution for the Bond destroyed, stolen or lost, and upon the
holder’s furnishing the Issuer proof of his ownership thereof zand
complying with such other reasonable regulations and conditions as the
Issuer may require. The Bond so surrendered shall be canceled and
held for the account of the Issuer. If the Bond shall have matured or
be about to mature, inscead of issuing a substitute Bond the Issuer
may pay the same, and, if such Bond be destroyed, stolen or lost,
without surrender thereof.

Section 3. 07. Bond Secured by Pledge of Net Revenues. The
payment of the debt service of the Bond shall be secured forchwich by
a first lien on the Net Revenues derived from cthe System, in addicion
to the statutory mortgage lien on the System hereinafter provided.
The Net Revenues derived from che System in an amount sufficient to
pay the principal of and interest on rhe Bond, and to make the
payments as hereinafter provided, are hereby irrevocably pledged to
the payment of the principal of and interest on the Bond as the same
become due,

Section 3.08. Form of Bond. Subject to the provisions
hereof, the text of the Bond and the other details thereof shall be of
" substantially the following tenor, with such omissions, insercions 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:

et
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BOND, SERIES 1993

$818,000

No. R-1 Date:

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE DISTRICT
(herein called "Borrower") promises to pay to the order of the United
States of America, Farmers Home Adminiscraction (the "Government"), or
its registered assigns, at its National Finance Office, Sc. Louis,
Missouri 63103, or at such ocher place as the Government may
hereafter designate in writing, the principal sum of EIGHT HUNDRED
EIGHTEEN THOUSAND DOLLARS ($818,000), plus incerest on the unpaid
principal balance at the rate of 5% per annum. The said principal and
" interest shall be paid in the following installments on the following
dates: Monthly installments of interest only, commencing 30 days
following delivery of the Bond and continuing on the corresponding day
of each month for the first 24 months after the date hereof, and
$4,017, 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 anv agreement modifving cthe
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 feBfi™its actual datce as shown on the
Record of Advances attached hereco as a part hereof.

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

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

If the Govermment 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, prepavments as
above authorized made by Borrower may, at the option of the
Government, be remitted by the Govermment to the holder promptly or,
except for final payment, be retained by the Government and remicted
te 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 Goverrment
on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Govermment remits che
payment to the holder. The effective date of any prepayment retained
and remitted by the Govermment te 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 proctect 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 cthe
Government shall become a parc of and bear interest at the same rarce
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 rthat it is unable =zo obrain
sufficient credit elsewhere to finance its actual needs at reasonable
rates and terms, taking into consideration prevailing private and
cooperative rares and terms in.gaenear its communicy for loans for
similar purposes and periods of time.

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

Registration of this Bond is ctransferable 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 Registrar, but only in
the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upon
surrender and cancellation of this Bond. Upon such transfer a new
Bond or Bonds, of autherized 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 inscrument under the
Uniform Commercial Code of the State of West Virginia, buc may only be
transferred by transfer of registration hereof with the Registrar.

This Bond has been issued under and in full compliance wich
the Constitution and statutes of the Stare of West Virginia,
including, among others, Chapter 16, Article 13A of the West Virginia
*Code, as amended (the "Acc"), and a Resolution of cthe Borrower
authorizing issuance of this Bond (the "Resolution").

If at any time it shall appear to the Government chart
Borrower may be able to obtain a loan from a responsible cooperacive
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 Govermment pursuant to the Consolidated Farmers Home
Rural Development Act. This Bond shall be subject to the present
regulations of the Farmers Home Adminiscration and to ics future
regulations not inconsistent with the express provisions hereof.
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IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE DISTRICT
has caused this Bond to be executed by its Chairman and its corporate
seal to be hereunto affixed or imprinted hereon and attested by its
Secretary, all as of the date hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT
{(Name of Borrower)

[ CORPORATE SEAL]

(Signature of Executive Official)

Chairmap, Public Service Board
(Title of Executive Official)

P.O. Box 8
(P. 0. Box No. or Street Address)

War, West Virginia 24892
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary. Public Service Board

(Title of Executive Official)



(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1) $ (6) S
(2) S (1) S
(3) s (8) 8
(6) % 9) s
(5) 8 (10) s
TOTAL S
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[Form of Assignmenc;

ASSTGNMENT

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

the within Bond and does hereby irrevocably constitute and appeint

, Attormey 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:




ARTICLIE TV

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

Secrion &.01. Establishment of Funds znd Accounts wich
Depository Bank. The following special funds or accounts are creaced
and esctablished with, and shall be held by, the Depository Bank,
separate, discinct and apart from all other funds or accounts of che
Depository Bank and from each other:

(1) Revenue Fund;

(2) Reserve Fund;

(3) Depreciation Reserve; and

(4) Project Construction Account,

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

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

Until completion of acguisirion and conscruccion of che
Project, the Issuer will additionally ctransfer from the Project
Construction Account and pay to+e¥& Purchaser on or before the due
date, such sums as shall be from time to time regquired to nake the
monthlv installments on the Bond if there are not sufficisnc Net
Revenues to make such montnly pavment.

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

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

Section 4.03. Covenants of the Issuer as Lo Svstem Revenues
and Funds. So long as the Bond shall be outstanding and unpaid, or
until there shall have been set apart in the Reserve Fund. a sum
sufficient to pay, when due or at the earliest practical prepayment
date, the entire principal of the Bond remaining unpaid. cogecher wich
interest accrued and to accrue thereon, the Issuer further covenants

with the holder of the Bond as follows:

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

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

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

(iit) The Issuer shall next, on or before the
due date of payment of each inscallmentc on che
Bond, transfer from the Revenue Fund and remit to
the National Finance Office designated in che
Bond (or such other place as may be provided
pursuant to the Bond), the amount required to pay
the interest on the Bond, and to amorcize the
principal of the Bond ©VeY the life of the Bond
issue.

(1ii) The Issuer shall next, on each date
that payment is made as set forth in (ii) above,
transfer from the Revenue Fund and remic to cthe
Depository Bank for depositc in the Reserve Fund.
1/12th of 1/10ch of the amount, as of the date of
calculation, =qual =o the maximum amounc of
principal and iInterest which will become due on
the Bond in any year. uncil cthe amount in the
Reserve Fund equals such maximum amount (the
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"Minimum Reserve). After the Minimum Reserve
has been accumulared in cthe Reserve Fund, the
Issuer shall monthly deposit into the Reserve
Fund such part of the moneys remaining in cthe
Revenue Fund, after such provision for payment of
monthly installments on the Bond and for pavment
of Operating Expenses of the System, as shall be
required to maintain the Minimum Reserve in rthe
Reserve Fund. Monevs in the Reserve Fund shall
be used solely to make up any deficiency for
monthly payments of the principal of and interest
on the Bond to said National Finance Office (or
other place provided} as the same shall become
due or for prepayment of installments on the
Bond, or for mandatory prepayment of the Bond as
hereinafrer provided, and for no other purpose;
provided, however, that when :the Minimum Reserve
has been accumulated in the Reserve Fund, all
earnings of investments of moneys therein shall
at least annually be transferred to and deposited
in the Revenue Fund and used for prepayment of
the principal of the Bond.

(iv) The Issuer shall next, on each date
that payment is made as set forth in (ii) above,
transfer from the Revenue Fund and deposit in the
Depreciation Reserve, the monevs remaining in the
Revenue Fund and not permittad to be retained
therein, until there has been accumulaced in the
Depreciation Reserve che aggregate sum of
$168,000, and thereafter such sums as shall be
required to maintain such amount therein. Moneys
in the Depreciation Reserve shall be used first
to make up any deficiencies for monthly pavments
of principal of and interest on the Bond as the
same become due, and next o restore to the
Reserve Fund any suf*™5r sums transferred
therefrom. Therearfter, and provided cthac
payments into the Reserve Fund are current and in
accordance wich the foregoing provisions. maneys
in the Depreciation Reserve, nav be withdrawn bv
the Issuer and used for extraordinary repairs and
for replacements of equipment and improvements
for the System. or any parct thereof.

{(v) After all the foregoing provisions for

use of monevs in the Revenue Fund have been fully
complied wich, moneys remaining therein and not
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permitted to be retained therein, if any
(“Surplus Revenues"), may be used to prepay
installments of the Bond or for any lawful
purpose.

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

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

The Revenue Fund, the Reserve-Fund and the Depreciation
Reserve shall constitute trust funds and shall be used only
for the purposes and in the order provided herein, and until
so used, the Purchaser shall have a lien thereon for further
securing payment of the Bond and the interest thereon, but
the Depository Bank shall not be a trustee as to such funds.

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

The Depository Bank, at the direction of the Issuer,
shall keep the moneys in the Reserve Fund and the
Depreciation Reserve invested and reinvested to the fullest
extent possible in accordance with applicable law, and to
the extent practicable, jm~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 amorctization of
discount, or at par If such investment is held by the
"consolidated fund" managed by the West Virginia State Board
of Investments. Any investment shall be held in and at all
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times deemed a part of the fund or account in which such
moneys were originally held, and interest accruing thereon
and any profit or loss realized from such investment shall
be credited or charged to the appropriate fund or account.
Earnings upon moneys in the Reserve Fund, so long as the
Minimum Reserve is on deposit and maintained therein, shall
be paid annually in January into the Revenue Fund by the
Depository Bank and used for prepayment of the principal of
the Bond.

C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or trust company insured by FDIC as Depository
Bank and Fiscal Agent if the Depository Bank should cease
for any reason to serve or if the Governing Body determines
by resolution that the Depository Bank or its successor
should no longer serve as Depository Bank. Upon any such
change, the Governing Body will cause notice of the change
to be sent by registered or certified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior to
delivery of the Bond, provide evidence that there will be at
least 412 bona fide users upon the Project on completion, in
full compliance with the regquirements and conditions of the
Purchaser.

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

F. INVESTMENT OF EXCESS BALANCES, The moneys in
excess of the sum insured by the maximum amounts insured by
FDIC in any of such funds or accounts shall atr 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_ xemittances made by the Issuer
to the Depository Bank shall clearly identify the fund or
account into which each amount is to be deposited.

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

GENERAL COVENANTS, ETC.

Sectio 0l. General Statement. So long as the Bond shall
be cutstanding and unpaid, or until there shall have been set apart in
the Reserve Fund a sum sufficient to prepay the entire principal of
the Bond 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 Bondholder.

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

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

proceeds of any such sale.

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

Section 3.05. Insurance and Bonds. The 1Issuer hereby
covenants and agrees that it will, as an expense of construction,
operation and maintenance of the System, procure, carry and maintain,
so long as the Bond remains oussvinding, insurance with a reputable
insurance carrier or carriers covering the following risks and in the
following amounts:

(a) Eire, 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
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stored on the site in an amount equal to the full
insurable wvalue thereof. 1In the event of any
damage to or destruction of any portion of the
System, the Issuer will promptly arrange for the
application of the insurance proceeds for the
repair or reconstruction of such damaged or
destroyed portion. The Issuer will itself, or
will require each contractor and subcontractor
to, obtain and maintain builder’'s risk insurance
to protect the interests of the Issuer during
construction of the Project in the full insurable
value thereof.

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

(¢) VNehicular 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 fo acquisition or commencement of
operation of any such vehicle for the Issuer.

(d) Workers'’ CompZhSation Coverage for All
Emplovees of the District Eligible Therefor and
Performance and Pavment Bonds, such bonds to be
in the amounts of 100% of the construction
contract, will be required of each prime
contractor, and such payment bonds 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
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required by cthe laws of <the State of
West Virginia.

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

(f) Eidelity 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 aocther
funds of the Issuer in an amount at leasrt equal
to the cotal funds in cthe custody of anv such
person at any one time, and inicially in che
amount of $50,000 upon the treasurer, provided,
however, that no bond shall be required insofar
as custody of the Project Construction Account is
concerned so long as checks thereon require the
signature of a representative of the Purchaser.

(g) Provided, however, and in lieu of and
notwithscanding the foregoing provisions of cthis
Section, during construction of cthe Project and
so long as the Bond is outstanding, the Issuer
will carry insurance and bonds or cause insurance
and bonds to be carried for the protection of the
Issuer, and during such construction will require
each contractor and subcontractor to carry
insurance, of such types and in such amounts as

the Purchaser may specify, with insurance
carriers or bonding companies acceprable to the
Purchaser.

Section 5.06. Statutorg-Mertgzage Lien. For the furcher
protection of che Holder of the Bond, a statucory mortgage lien upon

the System is granted and created by the Act, which staturtory mortgage
lien is hereby recognized and declared to be valid and binding and
shall take effect immediately upon the delivery of the Bond.

Section 3.07. Events of Default. Each of the following
events is herebv declared an "Event of Defaulc"

(&) Failure to make pavment of any monthly
amortization installmenc upon cthe Bond at the
date specified for pavment thereeorl: and



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

Section 3.08. 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 irts 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 esquitable
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 cthe System, shall proceed under cthe
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 che COurt may
direct.

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

Year.

If for any reason the Issuer shall not have adopted the
Annual Budget before the lst day of any Fiscal Year, it shall adopt a
Budget of Current Expenses from month to month until the adoprion of
the Annual Budget; provided, however, that no such monthlvy budget
shall exceed the budget for the corresponding month in the next vear
preceding by more than 10%; and provided furcher, that adoption of a
Budget of Current Expenses shall not constitucte compliance with the
covenant to adopt an Annual Budget unless failure to adopt an annual
Budget be for a reason beyond the control of the lssuer. Each such
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Budget of Current Expenses shall be mailed immediacely o 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 cthe
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 3.12. Books and Records; Audizs. The Issuer will
keep books and records of the System, which shall be separate and
"apart from all other books, records and accounts of the Issuer, in
which complete and correct encries shall be made of all transacrions
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 cthereto.

The Issuer shall, at least once a vear. 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
furcher comply with the Act with respect to such books, records and
accounts.

Section 5.13. Maintenance of Svsrem. The Issuer covenancs
that it will continuously operate, in an economical and efficient
manner, and maintain the Systemem&™~a revenue-producing utilicy as
herein provided so long as the Bond is outstanding.

Section 5.14. No Competition. To the extent legally
allowable, the Issuer will not permit competition with the System
within its boundaries or within the territory served by iz and will
not grant or cause, consent o or allow the grancing of anv franchise.
permit or other authorizarion for any person., firm, corporation,
public or private bodv, agency or instrumentality whatsoever to
provide any of the services supplied by :the Svstem within che
boundaries of the Issuer or within che territory served by the Svstem.
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ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules.
A. The initial schedule of rates and charges for the services and
facilicies of rthe System, subject to change consonant with the
provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on January 13,
1993, Case No. 92-0490-PWD-CN, which Final Order is incorporated
herein by reference as a part hereof.

B. There shall not be any discriminacion or differential
in races between customers Iin similar circumstances.

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

D. The Issuer will not render or cause to be rendered any
free services of any nature by the System nor any of the facilities;
and in the event that the Issuer or any department. agency, officer or
employee thereof should avail icself or chemselves of the services or
facilities of the System, che 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 Syscem.

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 se¥¥ices rendered by the System. which
deposit shall be handled and disposed of under the applicable rules
and regulations of the Public Service Commission of Wesc Virginia.

F. The Issuer. to the extenc permicted by law. will noc
accept payment of any water bill from a customer served with water and
sewer services by the Issuer wichout payment at the same time of a
sewer bill owed by such customer for the same premises.



ARTICLE VTI

MISCELLANEQUS

section 7.01. Payment of Bond. If the Issuer shall pay, or
there shall ocherwise be paid, to the Holder of the Bond, rthe
principal of and interest due or to become due thereon, at che Cimes
and in the manner stipulated therein and in this Bond Legislacion,
then with respect to the Bond, the pledge of Net Revenues and other
moneys and securities pledged under this Bond Legislation and all
covenants, agreements and other obligations of the Issuer to the
Registered Owner of the Bond, shall thereupon cease. cerminace and
become void and be discharged and satisfied.

section 7.02. Modification or Amendmenc. The Bond

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

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

Section 7.04. Severability of Iavalid Provisions. If any
one or more of the covenancs, agreements or pravisions nereof should
be held contrary to any express provision of law or contrary to the
policy of express law, although not expressly prohibited, or againsc
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, agreemencs
or provisions hereof, and shall in no way affect the validity of all

the other provisions hereof or the Bond.

Seccion 7.05. Conflicting Provigions Repealed. Aall
resolutions and orders, or parts,. . thereor, in conflict with =he

provisions hereof are, to the extent of such confliecrs. hereby
repealed; provided that this Section shall not be applicable to the
Loan Resolution (Form FmHa 442-47) .

Section 7.06. Table of Contentcs and Headings. The Table of
Contents and headings of the articles, secrions and subsections hereof
are for convenience only and shall neither conctrol nor affect in any
way the meaning or construction of any of :the provisions hereof.

Seccion 7.07. Coverant of Due Procedure, Etc. The lssuer
covenants that all acts, conditicons, things and procedures required to
exist, to happen, to be performed or to be taken precedent to and in-
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the radoption of this Resolution do exist, have happened, have been
performed and have been taken in regular and due time, form and manner
as required by and in full compliance with the laws and Constitution
of the State of West Virginia applicable thereto: and that the
Chairman, Secretary and members of the Governing Body were at all
times when any actlons 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.

Adopted: June 23, 1993,

/ / —,

/ActingChairman of Public Service Board

Hetend 26 Caneom)

Member
Member
06/17/93
MCDJ . A3
58218/91001



Federal Building, Room 320

75 High Street

Morgantown, WV 26505-7500
United States Tel: (304) 284'4888
DeRartment of Fax: (304) 284-4892
Agricuiture TTY/TDD: (304) 284-4836

Rural Development

February 23, 2001

McDowell County Public Service District
Water Revenue Bonds, Series 2001 A
(United States Department 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 entire outstanding aggregate principal amounts of
the Prior Bonds, as hereinafter defined and described, hereby (i) consents to the
issuance of the Water Revenue Bonds, Series 2000 A (the "Series 2000 A Bonds"), by
McDowell County Public Service District (the "Issuer”), in the original aggregate
principal amount of $145,000, under the terms of the bond resolution authorizing the
Series 2000 A Bonds (the "Series 2000 A Resolution"), on a parity, with respect to
liens, pledge and source of and security for payment, with the Issuer's outstanding
Water Revenue Bonds, Series 1999 C, dated August 11, 1999, Water Revenue Bonds,
Series 1999 B, dated August 11, 1999, Water Revenue Bonds, Series 1999 A, dated
June 21, 1999, Water Revenue Bond, Series 1997 A, dated October 15, 1997, Water
Revenue Bond, Series 1995, dated September 26, 1995, and Water Revenue Bond,
Series 1993, dated June 23, 1993 (collectively, the “Prior Bonds"); (ii) waives any
requirements imposed by the Prior Bonds and the resolutions authorizing the Prior
Bonds (collectively, the “Prior Resolutions™), regarding the issuance of parity bonds
which are not met by the Series 2001 A Bonds and the Series 2001 A Resolution; and
(iii) consents to any amendments made to the Prior Resolutions by the Series 2001 A
Resolution.

Dianne Goff Cffsler 4
Acting State Director

Rural Development is an Equal Opportunity Lender, Complaints of
diserimination should be sent to: Secretary of Agriculture,
Washingtan, DC 20250



SPECIMEN

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

$145,000
No. AR-1 Date: February 23, 2001

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower") promises to pay to the order of the United States of
America (the "Government"), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Government may hereafter designate
in writing, the principal sum of ONE HUNDRED FORTY FIVE THOUSAND DOLLARS
($145,000), 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 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 $666, 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 Ioan 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 instaliments 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.
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While this Bond is held by an insured lender, prepayments as above
authorized made by Borrower may, at the option of the Government, be remitted by the
Government to the holder promptly or, except for final payment, be retained by the
Government and remitted to the holder on either a calendar quarter basis or an annual
instaliment 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 lean 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 solety from the revenues to be derived from the operation of the System
after there have been first paid from such revenues the reasonable current costs of operation
and maintenance of the System. This Bond does not in any manner constitute an indebtedness
of the Borrower within the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
denomination or denominations, for the like principal amount, wili 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 February 21, 2001, authorizing issuance of this Bond (the "Resolution”).

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

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

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; (3)
WATER REVENUE BOND, SERIES 1997 A; (4) WATER REVENUE BONDS, SERIES
1999 A; (5) WATER REVENUE BONDS, SERIES 1999 B; AND (6) WATER REVENUE
BONDS, SERIES 1999 C, ALL AS DESCRIBED IN THE RESOLUTION.

[Remainder of Page Intentionally Left Blank]



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

McDOWELL COUNTY PU%SERVICE DISTRICT

Chairman, ub%
HC 31 B

Welch, inia 24801

[CORPORATE SEAL]




RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1) __$35.402 02/23/01 (19)_$
2 __$ 200 $
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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:

02/20/01
582180/98002



[RESERVED]
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]OHNSON Clarksburg, WV 26302-2190

PLLC

ATTORNEYS AT LAW (304} 624-8000  (304) 624-8183 Fax

Clarksburg Charleston Morgantown Marinsburg Wheeling Parkersburg www.steptoelaw.com

February 23, 2001

McDowell County Public Service District
Water Revenue Bonds, Series 2001 A
{United States Department of Agriculture)

McDowell County Public Service District
Coalwood, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by McDowell County
Public Service District in McDowell County, West Virginia (the "Issuer”), of its $145,000 Water Revenue
Bonds, Series 2001 A, dated the date hereof (the "Bonds"), pursuant to Chapter 16, Article 13A of the
West Virginia Code of 1931, as amended (the "Act"), and a resolution of the Issuer duly adopted February
21, 2001 (the "Resolution”). We have examined the law and such certified proceedings and other papers
as we deem necessary to render this opinion.

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

Based upon the foregoing, we are of the opinion, under existing law, as follows:
1. The Issuer is duly created and validly existing as a public service district and as
a public corporation and a political subdivision of the State of West Virginia with corporate power to adopt

the Resolution, perform the agreements on its part contained therein and issue the Bonds.

2. The Resolution has been duly adopted by the Issuer and constitutes a valid and
binding obligation of the Issuer enforceable upon the Issuer.

3. Pursuant to the Act, the Resolution creates a valid lien on the funds pledged by the

Resolution for the security of the Bonds on a parity with the Issuer's Water Revenue Bond, Series 1993,
dated June 23, 1993, Water Revenue Bond, Series 1995, dated September 26, 1995, Water Revenue Bond,

CL612600.1

Momber of the Worldwide Network of lndependent Lasy Firms ™
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McDowell County Public Service District, et al.
Page 2

Series 1997 A, dated October 15, 1997, Water Revenue Bonds, Series 1999 A, dated June 21, 1999, Water
Revenue Bonds, Series 1999 B, dated August 11, 1999, and Water Revenue Bonds, Series 1999 C, dated
August 11, 1999, subject to no prior lien granted under the Act.

The Issuer's Waterworks System Design Notes, Series 2000 A, dated August 1, 2000 (the
"Prior Notes") are not secured by the net Revenues of the System. The Issuer has obtained the written
consent of the holder of the Prior Notes to the issuance of the Bonds.

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

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

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

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

Very truly yours,

el e

02/20/0%
582180798002

CL612600.1



LAW OFFICES

WILLIAM S. WINEREY, I]

1608 MAIN STREET WEST
POST OFFICE BOX 1159

TELEPHONE PRINCETON, W.VA. 24740 FILE NO.
304.487- 1887
TELECOPIER
304.425-7340
February 23, 2001 99-069

McDowell County Public Service District
Water Revenue Bonds, Series 2001 A
(United States Department of Agriculture)

McDowell County Public Service District
Coalwood, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson
Charleston, West Virginia

Ladies and Gentlemen:

I am counsel to McDowell County Public Service District, a public service district in
McDowell County, West Virginia (the "Issuer”). As such counsel, I have examined copies of the
approving opinion of Steptoe & Johnson, as bond counsel, a resolution of the Issuer duly adopted February
21, 2001 (the "Resolution"), other documents and papers relating to the Issuer and the above-captioned
Bonds of the 1ssuer (the "Bonds") and documents and orders of The County Commission of McDowell
County relating to the creation of the Issuer and the appointment of members of the Public Service Board
of the Issuer. All capitalized terms used in the Resolution and not otherwise defined herein shall have the
same meanings as defined in the Resolution when used herein.

I am of the opinion that:

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

2. The members and officers of the Public Service Board of the Issuer have been duly,
lawfully and properly appointed and elected, have taken the requisite oaths, and are authorized to act in

their respective capacities on behalf of the Issuer.

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

CLs12603.1
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McDowell County Public Service District, et al.
Page 2

4, The execution and delivery of the Bonds and the consummation of the transactions
contemplated by the Bonds and the Resolution, and the carrying out of the terms thereof, do not and will
not, in any material respect, conflict with or constitute, on the part of the Issuer, a breach of or defauit
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 McDowell County and the Public Service
Commission of West Virginia, and the Issuer has taken any other action required for the imposition of such
rates and charges, including, without limitation, the adoption of a resolution prescribing such rates and
charges. The Issuer has duly published a notice of the acquisition and construction of the Project, the
issuance of the Bonds and related matters, as required under Chapter 16, Article 13A, Section 25 of the
West Virginia Code of 1931, as amended, and has duly complied with the provisions thereof.

6. To the best of 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
or the Resolution, the acquisition and construction of the Project, the operation of the System, or the
validity of the Bonds, or the collection or pledge of the Net Revenues therefor.

Very truly yours,

s

WILLIAM S. WINFREY, II

02/20/01
582180/98002

CL612603.1



McDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2001 A
(United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BONDS

NO LITIGATION

GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC.

CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME, ETC.
DELIVERY AND PAYMENT AND USE OF PROCEEDS
9. LAND AND RIGHTS-OF-WAY

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

12.  CONNECTIONS, ETC.

13. MANAGEMENT

I14.  GRANTS

15. CONFLICT OF INTEREST

16. EXECUTION OF COUNTERPARTS

e

We, the undersigned CHAIRMAN and the undersigned
SECRETARY/TREASURER of the Public Service Board of McDowell County Public
Service District in McDowell County, West Virginia (the "Issuer"), and the undersigned
ATTORNEY for the Issuer, acting for the Issuer and in its name, hereby state and certify in
connection with the McDowell County Public Service District Water Revenue Bonds,
Series 2001 A (United States Department of Agriculiure), No. AR-1, dated the date hereof,
fully registered, in the principal amount of $145,000 and bearing interest at the rate 0of 4.5%
per annum (the "Bonds" or the "Series 2001 A Bonds"), as follows:

1. AUTHORIZATION AND AWARD OF BONDS: The undersigned are
authorized to execute this certificate on behalf of the Issuer and are knowledgeable with
respect to the matters set forth herein. The entire issue of the Bonds has been duly awarded
to the United States of America, acting by the United States Department of Agriculwre, Rural
Utilities Service (the "Purchaser"), pursuant to a Letter of Conditions of the Purchaser, dated
July 7, 1998, and all amendments thereto, and as appears in Section 7.03 of the Resolution
of the Issuer duly adopted February 21, 2001, authorizing issuance of the 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 Resolution when used herein.

CL&El2616.1 16



The Bonds are being issued on this date to finance a portion of the cost of the acquisition and
construction of the Project located within the boundaries of the Issuer.

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

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

The Issuer has received the Final Order and Commission Order of the Public
Service Commission of West Virginia dated May 7, 2000, and February 2, 2001,
respectively, in Case No. 99-1857-PWD-CN, granting to the Issuer a certificate of public
convenience and necessity for the Project and approving the financing for the Project. The
time for appeal of such Final Order has expired prior to the date hereof. The time for appeal
of such Commission Order has not expired prior to the date hereof, however, such
Commission Order may only be appealed by the parties thereto. The Issuer hereby states,
and the other parties thereto have stated, that they shall not appeal such Commission Order.

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

There are outstanding obligations of the Issuer which will rank on a parity with
the Series 2001 A Bonds as to liens, pledge and source of and security for payment being:
(1) Water Revenue Bond, Series 1993, dated June 23, 1993, issued in the original aggregate
principal amount of $818,000 (the "Series 1993 Bond"); (ii) Water Revenue Bond, Series
1995, dated September 26, 1995, issued in the original aggregate principal amount of
$500,000 (the "Series 1995 Bond"); (iii) Water Revenue Bond, Series 1997 A, dated
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October 15, 1997, issued in the original aggregate principal amount of $350,000 (the "Series
1997 A Bond") (iv) Water Revenue Bonds, Series 1999 A, dated June 21, 1999, issued in the
original aggregate principal amount of $360,000 (the "Series 1999 A Bonds"); (v) Water
Revenue Bonds, Series 1999 B, dated August 11, 1999, issued in the original aggregate
principal amount of $870,000 (the "Series 1999 B Bonds"); and (vi) Water Revenue Bonds,
Series 1999 C, dated August 11, 1999, issued in the original aggregate principal amount of
$125,000 (the "Series 1999 C Bonds"), all held by the Purchaser (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 2001 A Bonds as to liens, pledge
and/or source of and security for payment.

There are also outstanding obligations of the Issuer which are not secured by
the net revenues of the System being the Waterworks System Design Notes, Series 2000 A,
dated August 1, 2000, issued in the original aggregate principal amount of $20,000 (the
"Prior Notes"). The Issuer has received the consent of the holder of the Prior Notes to the
issuance of the Series 2001 A Bonds.

The Issuer is mot 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 wundersigned Chairman and
Secretary/Treasurer did, for the Issuer on the date of delivery of the Bonds on the date
hereof, officially execute and seal the Bonds with the official corporate seal of the 1ssuer, an
impression of which seal is on this certificate above our signatures and said officers are the
duly elected, appointed, qualified and serving officers as indicated by the official titles
opposite their signatures below, and are duly authorized to execute and seal the Bonds for the
Issuer.

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

Bond Resolution

Supplemental Resolution Amending Prior Resolutions

1993 Bond Resolution

1995 Bond Resolution
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1997 A Bond Resolution

1999 A Bond Resolution

1999 B and 1999 C Bond Resolution

Rural Utilities Service Consent to Issuance of Parity Bonds

Public Service Commission Order

Approval of the West Virginia Infrastructure and Jobs Development Council

County Commission Orders and Affidavit of Publication Regarding Creation
of the District

County Commission Orders of Appointment and Oaths of Office of Current
Boardmembers

Rules of Procedure

Affidavit of Publication on Borrowing

Minutes of Current Year Organizational Meeting
Minutes on Adoption of Bond Resolution

United States Department of Agriculture Letter of Conditions and Closing
Instructions

United States Department of Agriculture Grant Agreements
Evidence of Infrastructure Fund Grant
Consent of Prior Notes Holder

The undersigned Chairman hereby covenants that he has or will file tariffs
pursuant to final order of the Public Service Commission when the completion date of the
Project is definitely known, or has caused or will cause such tariffs to be filed in accordance
with said order.

7. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper corporate
title of the Issuer is "McDowell County Public Service District” and its principal office and
place of business are in McDowell 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,
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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
Mr. David M. Robbins March 27, 1996 March 27, 2002
Ms. Terry A. Dunford May 25, 2000 May 25, 2006
Mr. Jerry Stepp December 7, 1998 March 27, 2004

The names of the duly elected, appointed, qualified and acting officers of said
Public Service Board of said Issuer for the calendar year 2001 are as follows:

Chairman - David M. Robbins
Secretary-Treasurer - Jeannie Hall

The duly appointed and acting Attorney for the Issuer is William S. Winfrey,
II, of Princeton, West Virginia.

8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the date
hereof, the Bonds were delivered to the Purchaser at Coalwood, West Virginia, by the
undersigned Chairman for the purposes set forth herein, and at the time of such delivery the
Bonds had been duly and fully executed and sealed on behalf of the Issuer in accordance with
the Bond Resolution.

At the time of delivery of the Bonds, the amount of $35,402 was received by
the undersigned Chairman, being a portion of the principal amount of the Bonds. Further
advances of the balance of the principal amount of the Bonds will be advanced to the Issuer
as acquisition and construction of the Project progresses.

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

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

9. LAND AND RIGHTS-OF-WAY: All land in fee simple and all
rights-of-way and easements necessary for the acquisition, construction, operation and
maintenance of the Project and the System have been acquired or can and will be acquired
by purchase, or if necessary, by condemnation by the Issuer and are adequate for such
purposes and are not or will not be subject to any liens, encumbrances, reservations or
exceptions which would adversely affect or interfere in any way with the use thereof for such
purposes. The costs thereof, including costs of any properties which may have to be acquired
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by condemnation, are, in the opinion of all the undersigned, within the ability of the Issuer
to pay for the same without jeopardizing the security of or payments on the Bonds.

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

12. CONNECTIONS, ETC.: The Issuer will serve at least 133 bona fide
full-time users upon the Project on completion, in full compliance with the requirements and
conditions of the Purchaser.

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

14.  GRANTS: As of the date hereof, the grant from the Purchaser in the
amount of $370,000, the supplemental grant from the Purchaser in the amount of $129,000
and the grant from the West Virginia Infrastructure and Jobs Development Council in the
amount of $38,000 are committed and in full force and effect.

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

16. 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 document.
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WITNESS our signatures and the official seal of McDOWELL COUNTY
PUBLIC SERVICE DISTRICT on this 21st day of February, 2001.

[CORPORATE SEAL}

SIGNATURE OFFICIAL TITLE

V—@M ﬂ W Chairman
V : 4
K (//"—/{/_/4// yyi M / Secretary/Treasurer

% 0 UJM Attorney for Issuer

02/20/01
582180/98002

CL612616 .1



McDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2001 A
(United States Department of Agriculture)

ENGINEER'S CERTIFICATE

We, Jack D. Stafford, Registered Professional Engineer, West Virginia License
No. 6753, and James R. Bolton, Registered Professional Engineer, West Virginia License
No. 8940, of Stafford Consultants Incorporated, Princeton, West Virginia, hereby certify that
our firm is the engineer for the acquisition and construction of certain additions,
improvements and extensions (the "Project") (namely the Bartley/Caretta Waier Connector
Project, as further outlined in documents approved by the West Virginia Office of
Environment Health Services Permit No. 14,192) to the existing waterworks system (the
"System") of McDowell County Public Service District (the "Issuer"), to be acquired and
constructed in McDowell County, West Virginia, which acquisition and construction are
being financed in whole or in part by the above-captioned bonds of the Issuer.

We further certify that the Project will, to the best of our knowledge, within the
limits and in accordance with the applicable and governing contractual requirements related
to the Project, be constructed in general accordance with plans and specifications prepared
by our firm and that the Systemn and the Project are situate wholly or chiefly within the
boundaries of the Issuer.

We further certify that the Project is adequate for the purpose for which it was
designed and that the following necessary governmental approvals, consents, authorizations,
certificates and permits for the acquisition and construction thereof have been obtained or can
and will be obtained:

1. West Virginia Office of Environment Health Services,
2. Construction Permit No. 14,192.
3. Norfolk Southern Railway Crossing Permit No. 1028913 and 1028914
4. West Virginia Public Land Corporation License Agreement
No. P-99-1V/27-1068
5. West Virginia Division of Highways Permit No. 0-99-0381
6. Corps of Engineers Permit

7. West Virginia Division of Environmental Protection Storm Water
Management Permit No. WV0115100

Stafford Consultants Incorporated has not reviewed the potential applicability
of the National Environmental Policy Act to the acquisition and construction of the Project
or operation of the System.
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WITNESS our signanires on this 23rd day of February, 2001
“‘;l'.pli,",}_"’jiif,

¢““ B VAES
STAFFORD CONSULTA’N}‘SJN@ORPORATED
S e L
~ Fal HA -‘

“, ‘<“ eeucypant®
// b &%\\\\\

_~Tack D. Stafford, P. E.
West Vlrgmla License No. 6’!!5,5;0

ll:illil

i\‘”/yr;/w/ // /ﬁj/z

Jamies R. Bolton, P.E.
est Virginia License No. 8940

02/15/01
582180/98002
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WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
8 Capito] Street

Terminal Building, Suite 500 Date of Report: February 23, 2001
Charleston, West Virginia 25301

(304) 558-3971

ISSUE: McDowell County Public Service District. Water Revenue Bond, Series 2001 A (United States Department of
Agriculture)

ADDRESS:_ HC 31. Box 436J, Welch, WV 24801 COUNTY: McDoweli
PURPOSE OF ISSUE: New Money: X
Refunding: REFUNDS ISSUE(S) DATED: N/A

ISSUE DATE: February 23, 2001 CLOSING DATE: February 23. 2001

ISSUE AMOUNT: $145,000 RATE: 4.5%

1ST DEBT SERVICE DUE: N/A 1ST PRINCIPAL DUE: N/A

1ST DEBT SERVICE AMQUNT: N/A PAYING AGENT: Issuer

BOND UNDERWRITERS

COUNSEL: Steptoe & Johnson PLLC COUNSEL.:

Contact Person: Vincent A. Collins, Esquire Contact Person:
Phone: (304) 624-8161 Phone:

CLOSING BANK.: ESCROW TRUSTEE;:
Contact Person: Contact Person:
Phone: Phone:

KNOWLEDGEABLE ISSUER CONTACT OTHER: _United States Department of Agriculture
Contact Person: Ms. Jeannie Hall Contact Person: _Rose Mary Christian
Position: _Secretary/Treasurer Function: _Rural Development Specialist
Phone: _(304) 297-2622 Phone: (304)252-8644

DEPOSITS TO MBC AT CLOSE: Accrued Interest: $

By: Wire Capitalized Interest: $

Check Reserve Account: $

Other $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee: $

Check To Issuer $

IGT To Cons. Invest. Fund §

To Other: $

NOTES: _Monthily debt service payments will be made by the District directly to the National Finance Qffice. The
Municipal Bond Commission will only hold the Series 2001 A Reserve Account. The first payment into the Reserve
Account is due March 23, 2003.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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WV MUNICIPAL BOND COMMISSION
8 Capitol Street

Terminal Building, Suite 500

Charleston, West Virginia 25301

(304) 558-3971

NEW ISSUE REPORT FORM

Date of Report: February 23, 2001

ISSUE: McDowell County Public Service District, Water Revenue Bond, Series 1993 (United States Department of

Agriculture)

ADDRESS: HC 31, Box 436], Welch. WV 24801

PURPOSE OF ISSUE: New Money: X

Refunding:
ISSUE DATE: _June 23. 1993

ISSUE AMOUNT: _$818.000

1ST DEBT SERVICE DUE: N/A

1ST DEBT SERVICE AMOUNT: N/A

COUNTY: McDowell

REFUNDS ISSUE(S) DATED: N/A

CLOSING DATE: June 23, 1993

RATE: N/A

1ST PRINCIPAL DUE: N/A

PAYING AGENT: Issuer

BOND
COUNSEL: _Steptoe & Johnson PLIC

Contact Person: _Vincent A. Collins, Esquire
Phone: (304) 624-8161

CLOSING BANK:
Contact Person:
Phone:

KNOWLEDGEABLE ISSUER CONTACT
Contact Person: Ms. Jeannie Hall
Position: _Secretary/Treasurer

UNDERWRITERS
COUNSEL:

Contact Person:
Phone:

ESCROW TRUSTEE:
Contact Person:
Phone:

OTHER: _United States Department of Agriculture
Contact Person: _Rose Marv Christian

Function: Rural Development Specialist

Phone: _(304) 297-2622 Phone: _(304)252-8644
DEPOSITS TO MBC AT CLOSE: ____ Accrued Interest: $
By: Wire __ Capitalized Interest: $
X Check __ X Reserve Account: b 34.815.33
_____ Other: $
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire __ To Escrow Trustee: $
Check __ ToIssuer $
IGT ____ToCons. Invest. Fund  $
__ To Other: $

NOTES: _Monthily debt service pavments will be made by the District directly to the National Finance Office, The

Municipal Bond Commission wiil onl

hold the Series 1993 Series Bonds Reserve Account.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:

TRANSFERS REQUIRED:
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WV MUNICIPAL BOND COMMISSION
8 Capitol Street

Terminal Building, Suite 500

Charleston, West Virginia 25301

(304) 558-3971

NEW ISSUE REPORT FORM

Date of Report: February 23, 2001

ISSUE: McDowell County Public Service District. Water Revenue Bond, Series 1995 (United States Department of

Agriculture)

ADDRESS: HC 31, Box 436], Welch. WV_24801

PURPOSE OF 1SSUE: New Money: X

Refunding:
ISSUE DATE: _September 26. 1995

ISSUE AMOUNT: _$500,000

1ST DEBT SERVICE DUE: N/A

1ST DEBT SERVICE AMOUNT: N/A

COUNTY: McDowell

REFUNDS ISSUE(S) DATED: N/A

CLOSING DATE: September 26, 1995

RATE: N/A

1ST PRINCIPAL DUE: N/A

PAYING AGENT; Issuer

BOND
COUNSEL: _Steptoe & Johnson PLLC

Contact Person: _Vincent A. Collins, Esquire

Phone: _(304) 624-8161
CLOSING BANK:

Contact Person:

Phone:

KNOWLEDGEABLE ISSUER CONTACT
Contact Person: Ms. Jeannie Hall

Position: _Secretary/Treasurer

Phone: _(304) 297-2622

UNDERWRITERS
COUNSEL.:
Contact Person:
Phone:

ESCROW TRUSTEE:
Contact Person:
Phone:

OTHER: _United States Department of Agriculture
Contact Person: _Rose Mary Christian
Function: _Rural Development Specialist
Phone: (304)252-8644

DEPOSITS TO MBC AT CLOSE: ____ Accrued Interest: s
By: Wire ___ Capitalized Interest: $

X___ Check _X Reserve Account: 3 12.416.75
Other: $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire __ To Escrow Trustee: $
Check ____ ToIssuer 5

IGT ____ToCons. Invest. Fund §

_____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 1995 Bonds Reserve Account.

FOR MUNICIPAL BOND COMMISSION USE ONLY:

DOCUMENTS REQUIRED:

TRANSFERS REQUIRED:
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WV MUNICIPAL BOND COMMISSION
8 Capitol Street

Terminal Building, Suite 500

Charleston, West Virginia 25301

(304) 558-3971

NEW ISSUE REPORT FORM

Date of Report: February 23. 2001

ISSUE: McDowell County Public Service District. Water Revenue Bonds, Series 1999 A (United States Department of

Agriculture)

ADDRESS: HC 31, Box 436], Welch, WV 24801

Refunding:
ISSUE DATE: June 21, 1999

PURPOSE OF ISSUE: New Money: x

ISSUE AMOUNT: _$360,000

IST DEBT SERVICE DUE: N/A

1ST DEBT SERVICE AMOUNT: N/A

COUNTY: McDowell

REFUNDS ISSUE(S) DATED: N/A

CLOSING DATE: hune 21, 1999

RATE: N/A

1ST PRINCIPAL DUE: N/A

PAYING AGENT: Issuer

BOND
COUNSEL: Steptoe & Johnson PL1.C

Contact Person: _Vincent A. Collins, Esquire

Phone: _(304) 624-8161

CLOSING BANK.:

Contact Person:

Phone:

KNOWLEDGEABLE ISSUER CONTACT
Contact Person: Ms. Jeannie Hall

Position: Secretary/Treasurer

Phone: (304) 297-2622

UNDERWRITERS
COUNSEL:
Contact Person;
Phone:

ESCROW TRUSTEE;:
Contact Person:
Phone:

OTHER: _United States Department of Agriculture
Contact Person: _Rose Mary Christian

Function: _Rural Development Specialist
Phone: (304)252-8644

To Other: $

DEPOSITS TO MBC AT CLOSE:; . Accrued Interest: $
By: Wire . Capitalized Interest: $
Check —__ Reserve Account: $
Other $
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire __ To Escrow Trustee: $
Check __ ToIssuer $
IGT To Cons. Invest. Fund  §

Reserve Account is due July 21, 2001,

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 1999 A Bonds Reserve Account. The first pavment into the

DOCUMENTS REQUIRED:

FOR MUNICIPAL BOND COMMISSION USE ONLY:

TRANSFERS REQUIRED:
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WV MUNICIPAL BOND COMMISSION
8 Capitol Street

Terminal Building, Suite 500

Charleston, West Virginia 25301

(304) 558-3971

NEW ISSUE REPORT FORM

Date of Report: February 23, 2001

ISSUE: McDowell County Public Service District. Water Revenue Bonds, Series 1999 B (United States Department of

Agriculiure)

ADDRESS: HC 31, Box 436], Welch, WV_ 24801

PURPOSE OF ISSUE: New Money: X

Refunding:
ISSUE DATE: _August 11, 1999

ISSUE AMOUNT: _$870.000

1ST DEBT SERVICE DUE: N/A

1ST DEBT SERVICE AMOUNT: N/A

COUNTY: McDhowell

REFUNDS ISSUE(S) DATED: N/A

CLOSING DATE: August 11, 1999

RATE: N/A

1ST PRINCIPAL DUE: N/A

PAYING AGENT: Issuer

BOND
COUNSEL: _Steptoe & Johnson PLLC

Contact Person: Vincent A, Collins, Esquire

Phone: (304) 624-8161

CLOSING BANK:

Contact Person:

Phone:

KNOWLEDGEABLE ISSUER CONTACT
Contact Person: Ms. Jeannie Hall

Position: _Secretary/Treasurer

Phone: _(304) 297-2622

UNDERWRITERS
COUNSEL:

Contact Person:
Phone:

ESCROW TRUSTEE:
Contact Person:
Phone:

OTHER: _United States Department of Agriculture
Contact Person: _Rose Mary Christian

Function: Rural Development Specialist
Phone: (304)252-8644

DEPOSITS TO MBC AT CLOSE: __ Accrued Interest: $
By: Wire ___ Capitalized Interest: $
Check _____ Reserve Account: $
_____ Other: $
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire __ To Escrow Trustee: $
Check . To Issuer $
IGT ___ToCons. Invest. Fund  §
____To Other: $

NOTES: _Monthly debt service payments will be made by the District directly to the National Finance Office, The
Municipal Bond Commission will onty hold the Series 1999 B Bonds Reserve Account. The first payment into the

Reserve Account is due September 11, 2001.

FOR MUNICIPAL BOND COMMISSION USE ONLY:

DOCUMENTS REQUIRED:

TRANSFERS REQUIRED:
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WV MUNICIPAL BOND COMMISSION
8 Capitol Street

Terminal Building, Suite 500

Charleston, West Virginia 25301

(304) 558-3971

NEW ISSUE REPORT FORM

Date of Report: February 23, 2001

ISSUE: McDowell County Public Service District. Water Revenue Bonds, Series 1999 C (United States Department of

Agriculture)

ADDRESS: HC 31, Box 436]. Welch, WV 24801

COUNTY: McDowell

PURPOSE OF ISSUE: New Money: X

Refunding:
ISSUE DATE: August 11, 1999

REFUNDS ISSUE(S) DATED: N/A

CLOSING DATE: August 11, 1999

ISSUE AMOUNT: $125.000 RATE: N/A
1ST DEBT SERVICE DUE: N/A 1ST PRINCIPAL DUE: N/A
1ST DEBT SERVICE AMOUNT; N/A PAYING AGENT; Issuer
BOND UNDERWRITERS
COUNSEL: _Steptoe & Johnson PLIC COUNSEL:

Contact Person: Vincent A. Collins, Esquire Contact Person:

Phone: (304) 624-8161 Phone:
CLOSING BANK: ESCROW TRUSTEE:

Contact Person: Contact Person;

Phone: Phone:

KNOWLEDGEABLE ISSUER. CONTACT
Contact Person: Ms. Jeannie Hall

OTHER: _United States Department of Agriculture
Contact Person: _Rose Mary Christian

Position: _Secretary/Treasurer Function: _Rural Development Specialist
Phone: (304) 297-2622 Phone: (304)252-8644
DEPOSITS TO MBC AT CLOSE: ___Accrued Interest: $
By: Wire ___ Capitalized Interest: 3
Check Reserve Account; 5
Other $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire ____ To Escrow Trustee: $
Check _ To Issuer $

IGT ____ToCons. Invest. Fund  §

____To Other: $

NOTES: _Monthly debt service pavments_will be made by the District directly to the Natiopal Finance Office. The

Municipal Bond Commission will only hold the Series 1999 C Bonds Reserve Account. The first payment into the

Reserve Account is due September 11, 2001,

FOR MUNICIPATL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:

TRANSFERS REQUIRED:
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WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
8 Capitol Street

Terminal Building, Suite 500
Charleston, West Virginia 25301
(304) 558-3971

Date of Report: February 23, 2001

ISSUE: McDowell County Public Service District, Water Revenue Bond. Series 1997 A (United States Department of
Agriculture)

ADDRESS: HC 31. Box 436], Welch, WV 24801 COUNTY: McDowell
PURPOSE OF ISSUE: New Money: X
Refunding: REFUNDS ISSUE(S) DATED: N/A

ISSUE DATE: October 15, 1997 CLOSING DATE: October 15, 1997

ISSUE AMOUNT: $550.000 RATE: N/A

1ST DEBT SERVICE DUE: N/A 1ST PRINCIPAL DUE: N/A

1ST DEBT SERVICE AMOUNT:; N/A PAYING AGENT: Issuer

BOND UNDERWRITERS

COUNSEL: Steptoe & Johnson PLLC CQUNSEL:

Contact Person: _Vincent A, Collins, Esquire Contact Person:
Phone: _(304)624-8161 Phone:

CLOSING BANK: ESCROW TRUSTEE:
Contact Person: Contact Person:
Phone: _ Phone:

KNOWLEDGEABLE ISSUER CONTACT OTHER: _United States Department of Agriculture
Contact Person: Ms. Jeannie Hall Contact Person: _Rose Mary Christian
Position: _Secretary/Treasurer Function: _Rural Development Specialist
Phone: (304) 297-2622 Phone: (304)252-8644

DEPOSITS TO MBC AT CLOSE: Accrued Interest: $

By: Wire Capitalized Interest: $
X Check X Reserve Account: $ 5.148.77
Other h) —
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire To Escrow Trustee: $
Check To Issuer h)
IGT To Cons. Invest. Fund  §
To Other: 3

NOTES: Monthly debt service payments will be made by the District directly to the National Finance Office. The
Municipal Bond Commission will only hold the Series 1997 A Bonds Reserve Account.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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IC-2
(4/04/00)

GRANT AGREEMENT

This Grant Agreement entered into between the West Virginia Water
Development Authority (the “Authority™), on behalf of the West Virginia Infrastructure and
Jobs Development Council (the “Council”), and the McDowell County Public Service
District (the “Governmental Agency™).

RECITALS

WHEREAS, the Council has authorized the Authority to make a grant to the
Governmental Agency in the amount not to exceed $37.098 (the “Grant”) for the purposes
of the design, acquisition or construction of a project for which a preliminary application has
been submitted and approved by the Council;

WHEREAS, the Governmental Agency wishes to accept the Grant upon such
terms and conditions as are hereinafter set forth for the purposes of designing, acquiring or
constructing the project described in Exhibit A attached hereto and incorporated herein by
reference (the “Project”);

WHEREAS, this Grant Agreement sets forth the Council, the Authority and
the Governmental Agency’s understandings and agreements with regard to the Grant.

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

TERMS
1. Prior to the distribution of the Grant, the Governmental Agency shall

provide the Authority with a Project budget and an anticipated monthly draw schedule
reflecting the receipt dates and amounts from other funding sources.
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2. The Authority shall advance the Council's share of the Project costs
from the Grant from time to time upon receipt of a requisition evidencing the costs incurred,
which requisition must be satisfactory to the Council and the Authority.

3. The monthly requisition will also set forth (i) the amounts requested for
that requisition period from all other funding agencies, and (ii) the amounts advanced for the
Project to date from all other funding agencies.

4. The Governmental Agency will use the proceeds of the Grant only for
the purposes specifically set forth in Exhibit A.

5. The Governmental Agency shall comply with and is bound by the
Council’s rules set forth as Title 167, Series 1 and more particularly Section 5.9 with
respect to the sale of the Project.

6. The Governmental Agency acknowledges that the Grant may be
reduced, from time to time, to reflect actual Project costs and availability of other funding.

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

8. This Grant Agreement shall be governed by the laws of the State of
West Virginia.

[ R ]
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Exhibit A

Project Description

The Project consists of taking Carretta water treatment plant off line and install a
transmission line, which consists of approximately 15, 200 If 6 inch and 1,700 If 2 inch pipe,
from the new Bartley / English system to the present Caretta system. The project also
consists of one booster tank to pump water into the existing Caretta tank.
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