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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE REFUNDING OF THE
QUTSTANDING WATERWORKS SYSTEM DESIGN NOTES,
SERIES 2000 A, AND THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC WATERWORKS FACILITIES 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 $236,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), AND NOT MORE THAN §$300,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUNDj}; PROVIDING FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING A LOAN
AGREEMENT RELATING TO THE SERIES 2006 B BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF MCDOWELL

COUNTY PUBLIC SERVICE DISTRICT:

ARTICLE [

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

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

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

CHE34153.3



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

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

B. The Issuer presently owns and operates a public waterworks system,
However, it is deemed necessary and desirable for the health, safety, advantage,
convenience, and welfare of the inhabitants of the Issuer that there be acquired and
constructed certain improvements and extensions to the existing public waterworks systemn
of the Issuer, consisting of upgrade of the Bartley Water Treatment Plant from 230 to 460
gallons per minute, to extend water service from Raysal through Bradshaw and on to Jolo and
to build a 200,000 gallon storage tank, together with all appurtenant facilities (collectively,
the "Project”), which constitute properties for the diversion, development, pumping,
impounding, treatment, storage, distribution or furnishing of water to or for the public for
industrial, public, private or other uses (the existing public waterworks facilities of the Issuer,
the Project and any further extensions or improvements thereto are herein called the
“System”), in accordance with the plans and specifications prepared by the Consulting
Engineers, which plans and specifications have heretofore been filed with the [ssuer.

C. The Issuer has heretofore financed the design of the Project by the
1ssuance of the Waterworks System Design Notes, Series 2000 A (West Virginia
[nfrastructure Fund), dated August 1, 2000, issued in the original aggregate principal amount
of $20,000 (the “Prior Notes™).

D.  The Prior Notes were issued pursuant to an ordinance of the Issuer
previously enacted for such purpose (such ordinance, as so amended and supplemented, is
here called the “Prior Note Resolution™).

E. It is deemed necessary and desirable for the Issuer to refund the Prior
Notes to etfect the release and termination of certain restrictions, conditions and limitations
imposed in the Prior Note Resolution.

F. The Issuer intends to refund the Prior Notes and permanently finance a
portion of the costs of acquisition and construction of the Project through the issuance of its
revenue bonds to the West Virginia Water Development Authority (the “Authority™) and the
United States Department of Agriculture {the “Purchaser™) pursuant to the Act.

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

[N
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H. It is deemed necessary for the Issuer to issue its Water Revenue Bonds
in the total aggregate principal amount of not more than $536,000 in two series, being the
Water Revenue Bonds, Series 2006 A (United States Department of Agriculture), in the
aggregate principal amount of not more than $236,000 (the “Series 2006 A Bonds™), and the
Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure Fund), in the aggregate
principal amount of not more than $300,000 (the "Series 2006 B Bonds"), to refund the Prior
Notes and to permanently finance a portion of the costs of acquisition and construction of the
Project (collectively, the “Series 2006 Bonds™). The remaining costs of the Project shall be
funded from the sources set torth in Section 2.0! hereof. Such costs shall be deemed to
include the cost of all property rights, easements and franchises deemed necessary or
convenient therefor; interest, if any, upon the Series 2006 Bonds prier to and during
acquisition and construction of the Project and for a period not exceeding 6 months after
completion of acquisition and construction of the Project; amounts which may be deposited
in any Reserve Account (as hereinafter defined); engineering and legal expenses; expenses
for estimates of costs and revenues, expenses for plans, specifications and surveys; other
expenses necessary or incident to determining the feasibility or practicability of the enterprise,
administrative expense, commitment fees, fees and expenses of the Authority (as hereinafier
defined), discount, initial fees for the services of registrars, paying agenis, depositories or
trustees or other costs in connection with the sale of the Series 2006 Bonds and such other
expenses as may be necessary or incidental to the financing herein authorized, the acquisition
or construction of the Project and the placing of same in operation, and the performance of
the things herein required or permitted, in connection with any thereof, provided, that
reimbursement to the Issuer for any amounts expended by it for allowable costs prior to the
issuance of the Series 2006 Bounds or the repayment of indebtedness incurred by the Issuer
for such purposes shall be deemed Costs of the Project, as hereinafter defined.

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

I It is in the best interests of the Issuer that its Series 2006 A Bonds be sold
to the Purchaser (as hereinafter defined) pursuant to the terms and provisions of the Letter
of Conditions {as hereinafter defined) and its Serics 2006 B Bonds be sold to the Authority
{as hereinafier defined) pursuant to the terms and provisions of a loan agreement {the “Loan
Agreement™) by and between the Issuer and the Authority, on behalf of the West Virginia
Infrastructure and Jobs Development Council (the "Council”), in form satisfactory to the
Issuer, the Authority and the Council, approved hereby if not previously approved by
resolution of the Issuer.

K.  There are outstanding obligations of the [ssuer which will rank on a parity
with the Series 2006 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"); (ii} Water Revenue Bond, Series
1995, dated September 26, 1995, issued in the original aggregate principal amount of
$300,000 (the "Series 1995 Bond"); (iii) Water Revenue Bond, Series 1997 A, dated October

)
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15, 1997, issued in the original aggregate principal amount of $55(,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"); (vi) Water Revenue Bonds,
Series 1999 C, dated August 11, 1999, issued in the original aggregate principal amount of
$125,000; and (vii) Water Revenue Bonds, Series 2001 A, dated February 23, 2001, issued
in the original aggregate principal amount of $145,000 (the “Series 2001 A Bonds™) all held
hy the Purchaser (collectively, the "Prior Bonds"). Other than the Prior Bonds, there are no
other outstanding honds or obligations of the Issuer which rank prior to or on a parity with
the Series 2006 Bonds as to liens, pledge and/or source of and security for payment.

The Series 2006 Bonds shall be 1ssued on a parity with the Prior Bonds with
respect to liens, pledge and source of and security for payment and in all other respects.
Prior to the issuance of the Series 2006 Bonds, the Issuer will obtain a certificate of an
Independent Certified Public Accountant stating that the coverage and parity tests of the Prior
Bonds are met and obtain the written consent of the Holders of the Prior Bonds to the
issuance of the Series 2006 Bonds on a parity with the Prior Bonds. Other than the Prior
Bonds, there are no other outstanding bonds or obligations of the Issuer which are secured
by revenues or assets of the System.

L. The Issuer has complied with all requirements of West Virginia law, the
Letter of Conditions and the L.oan Agreement relating to authorization of the acquisition,
construction and operation of the Project and the System, including, without limitation, the
imposition of rates and charges and the issuance of the Series 2006 Bonds, or will have so
complied prior to issuance of any thereof, including, the approval of the Project and the
financing thereof by the Council and the obtaining of a certificate of convenience and
necessity and approval of this financing and necessary user rates and charges described herein
from the Public Service Comrmnission of West Virginia by final order, the time for rehearing
and appeal of which will either have expired prior to the issuance of the Series 2006 Bonds
or such final order will not be subject to appeal or rehearing.

M. The Project has been approved by the Council as required under
Chapter 31, Article I5A of the West Virginia Code of 1931, as amended.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2006 Bonds by the Registered Owners of the same from time to
time, this Bond Legislation shall be deemed to be and shall constitute a contract between the
Issuer and such Bondholders, and the covenants and agreements herein set forth to be
performed by the Issuer shall be for the equal benefit, protection and security of the
Bondholders of any and all of such Bonds, all which shail be of equal rank and without
preference, priority or distinction between any one Bond and any other Bonds and by reason
of priority of issuance or otherwise, except as expressly provided therein and herein.
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Section 1.04. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

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

"Authorized Officer” means the Chairman of the Governing Body of the Issuer
or any temporary Chairman duly selected by the Governing Body.

"Bondholder," "Holder of the Bonds,” "Holder," "Registered Owner” or any
similar term whenever used herein with respect to an outstanding Bond or Bonds, means the
person in whose name such Bond is registered.
"Bond Legislation," “Resolution,” “Bond Resolution” or "Local Act” means
this Bond Resoiution and all orders and resolutions supplemental hereto or amendatory
hereof.

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

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

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

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

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

"Code"” means the Internal Revenue Code of 1986, as amended, and the
Regulations.
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"Commission” means the West Virginia Municipal Bond Commission or any
other agency of the State of West Virginia that succeeds to the functions of the Commission.

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

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

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

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

“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 therefore, hereafter at any time constructed or acquired.

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

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

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

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

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

"Gross Revenues” means the apgregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and

[}
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reasonable provision for uncollectible accounts; provided, that "Gross Revenues” does not
include any gains from the sale or other disposition of, or from any increase in the value of,
capital assets (including Qualified Investments, as heretnafter defined, purchased pursuant
to Article 8.01 hereof) or any Tap Fees, as hereinafter defined.

non

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

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

"Investment Property” means

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

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

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

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

"Issuer" means the McDowell County Public Service District, a pubtic service
district and public corporation and political subdivision of the State of West Virginia, in
McDowell County, West Virginia, and, unless the context clearly indicates otherwise,
includes the Governing Bedy of the Issuer.

“Letter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated June 13, 2003, and all additional amendments thereto, if any, providing for
the purchase of the Series 2006 A from the Issuer by the Purchaser.
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"Loan Agreement" means the Loan Agreement heretofore entered, or to be
entered, into between the Issuer and the Authority, on behalf of the Council, providing for
the purchase of the Series 2006 B Bonds from the Issuer by the Authority, the form of which
shall be approved, and the execution and delivery by the Issuer authorized and directed or
ratified by the Supplemental Resolution,

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

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

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

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

"Outstanding,” when used with reference to Bonds or Prior Bonds and as of any
particular date, describes all Bonds or Prior Bonds theretofore and thereupon being
authenticated and delivered except (i) any Bond or Prior Bonds canceled by the Bond
Registrar or Registrar for the Prior Bonds, at or prior to said date; (ii) any Bond or Prior
Bonds for the payment of which monies, equal to its principal amount and redemption
premium, if applicable, with interest to the date of maturity or redemption shall be in trust
hereunder, and set aside for such payment (whether upon or prior to maturity); {iii} any Bond
or Prior Bonds deemed to have been paid as provided in Article X hereof; and (iv) for
purposes of consents or other action by a specified percentage of Bondholders or holders of
the Prior Bonds, any Bonds or Prior Bonds registered to the Issuer.
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"Parity Bonds"” means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.07 hereof.

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

“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 Bond, Series 1999 A, the Water Revenue Bond, Series 1999 B, the Water Revenue
Bond, Series 1999 C, and the Water Revenue Bond, Series 2001 A of the Issuer described
in Section 1.02K hereof.

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

“Prior Notes Resolution” means the resolution of the Issuer, adopted on July
26, 2000, authorizing the Prior Notes.

“Prior Resolutions” means, collectively, the resolutions of the Issuer, adopted
June 23, 1993, September 26, 1995, October 15, 1997, June 16, 1999, August 11, 1999, and
February 21, 2001, respectively, authorizing the Prior Bonds.

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

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

“Purchaser” or “Government” means the United States Department of
Agriculture and any successor thereof acting for and on behalf of the United States of
America, which is expected to be the original purchaser and Registered Owner of the
Series 2006 A Bonds.

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

(b)  Government Obligations which have been stripped
of thelr 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;

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

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

(e)  Time accounts (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC, shall
be secured by a pledge of Government Obligations, provided, that
said Government Obligations pledged either must mature as nearly
as practicable coincident with the maturity of said time accounts
or must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said time
2CCOUnLS;

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

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




(h)  The West Virginia "consolidated fund” managed by
the West Virginia Board of Treasury Investments pursuant to
Chapter 12, Article 6(c) 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 exempt from federal
income taxation, and which are rated at least "A" by Moody's
Investors Service, Inc. or Standard & Poor's Corporation.

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

"Registrar” means the Bond Registrar.

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

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

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

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

"Revenue Fund" means the Revermie Fund established by the Prior Resolutions
and continued hereby.

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

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

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

"Series 2006 A Bonds" means the Water Revenue Bonds, Series 2006 A (United
States Department of Agriculture), of the Issuer, authorized by this Resolution.
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"Series 2006 A Bonds Reserve Account” means the Series 2006 A Bonds
Reserve Account established by Section 5.02 hereof.

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

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

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

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

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

"State” means the State of West Virginia.

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

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

"System” means the complete existing waterworks system of the Issuer and all
waterworks facilities owned by the Issuer and all facilities and other property of every nature,
real or personal, now or hereafter owned, held or used in connection with the waterworks
system; and shall include the Project and any and all extensions, additions, betterments and
improvements thereto hereafter acquired or constructed for the waterworks system from any
sources whatsoever, both within and without the Issuer.

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

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

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

CEE341%3.3 13



ARTICLE 11

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT AND REFUNDING OF PRIOR NOTES

Section 2.01. Authorization of Acquijsition_and_Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of not to exceed $4,257,306, 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 Bonds hereby authorized shall be applied
as provided in Article VI hereof. The Issuer has received bids and will enter into contracts
for the acquisition and construction of the Project, in an amount and otherwise compatible
with the financing plan submitted to the Purchaser, the Authority and the Council,

The cost of the Project is estimated not to exceed $4,257,306, of which
$236,000 will be obtained from proceeds of the Series 2006 A Bonds, and $300,000 will be
obtained from proceeds of the Series 2006 B Bonds, $686,306 will be obtained from proceeds
of a grant from the Council, $1,109,000 will be obtained from proceeds of a grant from the
Purchaser and $1,926,000 will be obtained from proceeds of a grant from the West Virginia
Department of Environmental Protection, Office of Abandoned Mine Lands.

Section 2.02. Authorization of Refunding of the Prior Notes. There is
hereby authorized and ordered the payment iu full of the entire outstanding principal of and
all accrued interest on the Prior Notes on the Closing Date. The cost of the refunding will
be obtained from the proceed of the Series 2006 B Bonds. Upon payment in full of the Prior
Notes, the pledge of revenues in favor of the holders of the Prior Notes imposed by the Prior
Notes Resolution and the monies in the funds and accounts created by the Prior Notes
Resolution pledged to the payment of the Prior Notes are hereby ordered terminated,
discharged and released.

4153.3 14
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ARTICLE III

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

Section 3.0]1. Authorization of Bonds. For the purposes of capitalizing
interest on the Series 2006 Bonds, if any, funding reserve accounts for the Series 2006
Bonds, paying Costs of the Project not otherwise provided for and paying certain costs of
issuance and related costs, or any or all of such purposes, as determined by the Supplemental
Resolution, there shall be and hereby are authorized to be issued the negotiable Series 2006 A
Bonds and the Series 2006 B Bonds of the Issuer. The Series 2006 A Bonds shall be issued
as a single bond, designated "Water Revenue Bonds, Series 2006 A (United States
Department of Agriculture),” in the principal amount of not more than $236,000, and the
Series 2006 B Bonds shall be issued as a single bond, designated “Water Revenue Bonds,
Series 2006 B (West Virginia Infrastructure Fund),™ in the principal amount of not more than
$300,000, and each shall have such terms as set forth hereinafter and in the Supplemental
Resolution. The proceeds of the Series 2006 Bonds remaining after funding of the Reserve
Accounts (if funded from Bond proceeds) and capitalizing interest on the Series 2006 Bonds,
if any, shall be deposited in or credited to the Series 2006 Bonds Construction Trust Fund
established by Sectiont 5.01 hereof and applied as set forth in Article VI hereof.

Section 3.02. Terms of Bonds. A. The Series 2006 A Bonds shall be
1ssued in such principal amounts; shall bear interest at such rate or rates, not exceeding the
then legal maximum rate, payable monthly on such dates; shall mature on such dates and in
such amounts; and shall be redeemable, in whole or in part, all as the Issuer shall prescribe
in the Supplemental Resolution or as specifically provided in the Series 2006 A Bond.

B. The Series 2006 B Bonds shall be issued in such principal amounts; shall
bear interest, if any, at such rate or rates, not exceeding the then legal maximum rate,
payable quarterly on such dates; shall mature on such dates and in such amounts; and shall
be redeemable, in whole or in part, all as the Issuer shall prescribe in the Supplemental
Resolution or as specifically provided in the Loan Agreement. The Series 2006 B Bonds
shall be payable as to principal at the office of the Paying Agent, in any coin or currency
which, on the dates of payment of principal is legal tender for the payment of public or
private debts under the laws of the United States of America. Interest, if any, on the
Series 2006 B Bonds shail be paid by check or draft of the Paying Agent or its agent, mailed
to the Registered Owner thereof at the address as it appears on the books of the Bond
Registrar, or by such other method as shall be muwally agreeabie so long as the Authority
is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2006 A

Bonds shall initially be issued in the form of a single bond, fully registered to the Purchaser,
with a record of advances attached, representing the aggregate principal amount of the
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Series 2006 A Bonds. The Series 2006 B Bonds shall initially be issued in the form of a
single bond, fully registered to the Authority, with a record of advances and a debt service
schedute attached, representing the aggregate principal amount of the Series 2006 B Bonds,
all as provided in the Supplemental Resolution. The Series 2006 Bonds shall be exchangeable
at the option and expense of the Registered Owner for another fully registered Bond or Bonds
of the same series in aggregate principal amount equal to the amount of said Bonds then
Outstanding and being exchanged, with principal installments or maturities, as applicable,
corresponding to the dates of payment of principal installments of said Bonds; provided, that
neither the Purchaser nor the Authority shall be obligated to pay any expenses of such
exchange.

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

Section 3.03. Execution of Bonds. The Series 2006 Bonds shall be
executed in the name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed
thereto or imprinted thereon and attested by the Secretary. In case any one or more of the
officers who shall have signed or sealed the Series 2006 Bonds shall cease to be such officer
of the Issuer before the Series 2006 Bonds so signed and sealed have been actually sold and
delivered, such Bonds may nevertheless be sold and delivered as herein provided and may
be issued as if the person who signed or sealed such Bonds had not ceased to hold such
office. Any Bonds may be signed and sealed on behalf of the Issuer by such person as at the
actual time of the execution of such Bonds shall hold the proper office in the Issuer, although
at the date of such Bonds such person may not have held such office or may not have been
so authorized.

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

The Bond Registrar shall accept the Series 2006 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 individuat, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federal employer identification number and date of each
trust and the name of the trustee of each trust, and/or such other identifying number and
information as may be required by law. The Series 2006 A Bonds shall initially be fuliy
registered as to both principal and interest in the name of the United States of America. So
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long as the Series 2006 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.

B. The Bond Registrar with respect to the Series 2006 B Bonds shall be the
bank or other entity to be designated as such in the Supplemental Resolution and its
successors and assigns. No Series 2006 B Bond shall be valid or obligatory for any purpose
or entitled to any security or benefit under this Bond Legislation unless and until the
Certificate of Authentication and Registration on such Bond, substantially in the form set
forth in Section 3.10 hereof shall have been manually executed by the Bond Regisirar. Any
such executed Certificate of Authentication and Registration upon any such Series 2006 B
Bonds shall be cenclusive evidence that such Series 2006 B Bonds has been authenticated,
registered and delivered under this Bond Legislation. The Certificate of Authentication and
Registration on any Series 2006 B Bond shali be deemed to have been executed by the Bond
Registrar if manually signed by an authorized officer of the Bond Registrar, but it shafl not
be necessary that the same officer sign the Certificate of Authentication and Registration on
all of the Series 2006 B Bonds issued hereunder. The provisions of this Section 3.04 relating
to authentication shall not apply to the Series 2006 A Bonds, notwithstanding anything herein
to the contrary.

Section 3.05. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Series 2006 Bonds shall be and
have all of the qualittes and incidents of negotiable instruments under the Uniform
Comimnercial Code of the State of West Virginia, and each successive Holder, in accepting the
Series 2006 Bonds shall be conclusively deemed to have agreed that such Bonds shall be and
have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder shall further be
conclusively deemed to have agreed that said Bonds shall be incontestable in the hands of a
bona fide holder for value.

So long as the Series 2006 Bonds remain cutstanding, the Bond Registrar for
the Series 2006 Bonds shali keep and maintain books for the registration and transfer of such
Bonds.

The registered Bonds shall be transferable only upon the books of the Bond
Registrar, by the registered owner thereof in person or by his attorney duly authorized in
writing, upon surrender thereto together with a written instrument of transfer satisfactory to
the Bond Registrar duly executed by the registered owner or his duly authorized attorney.

In all cases in which the privilege of exchanging Bonds or transferring the
registered Bonds are exercised, all Bonds shall be delivered in accordance with the provisions
of this Bond Legislation. All Bonds surrendered in any such exchanges or transfers shall
forthwith be cancelled by the Bond Registrar. For every such exchange or transfer of Bonds,



the Bond Registrar may make a charge sufficient to reimburse it for any tax, fee or other
governmental charge required to be paid with respect to such exchange or transfer and the
cost of preparing each new Bond upon each exchange or transfer, and any other expenses of
the Bond Registrar incurred in connection therewith, which sum or sums shall be paid by the
Issuer. The Bond Registrar shall not be obliged to make any such exchange or transfer of
Bonds during the pertod commencing on the 15th day of the month next preceding an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the selection of Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case any
Series 2006 Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in
its discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate and
deliver, a new Bond of the same series and of like tenor as the Bonds so mutilated, destroyed,
stolen or lost, in exchange and substitution for such mutilated Bond, upon surrender and
cancellation of such mutilated Bond, or in lieu of and substitution for the Bond destroyed,
stolen or lost, and upon the Holder's furnishing satisfactory indemnity and complying with
such other reasonable regulations and conditions as the Issuer may prescribe and paying such
expenses as the Issuer and the Bond Registrar may incur. All Bonds so surrendered shall be
cancelled by the Bond Registrar and held for the account of the Issuer. If any such Bond
shall have matured or be about to mature, instead of issuing a substitute Bond, the Issuer may
pay the same, upon being indemnified as aforesaid, and if such Bond be lost, stolen or
destroyed, without surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the [ssuer. The Series 2006
Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provision or limitation, but shall be payable solely
from the Net Revenues derived from the operation of the System as herein provided. No
holder or holders of the Series 2006 Bonds shall ever have the right to compel the exercise
of the taxing power of the Issuer, if any, to pay the Series 2006 Bonds or the interest, if any,
thereon.

Section 3.08. Bonds Secured by Pledge of Net Revenues: Lien Position
with Respect to Prior Bonds. The payment of the debt service of all Series 2006 Bonds shall
be secured forthwith equally and ratably with each other by a first lien on the Net Revenues
derived from the System, on a parity with the lien on Net Revenues in favor of the holders
of the Prior Bonds. Such Net Revenues in an amount sufficient to pay the principal of and
interest, if any, on and other payments for the Series 2006 Bonds and the Prior Bonds and
to make all other payments provided for in the Bond Legislation, are hereby irrevocably
pledged to such payments as they become due.

Section 3.09. Delivery of Bonds. A. With respect to the Series 2006 A
Bonds, the Chairman is hereby authorized and directed to cause such Bonds, hereby awarded




to the Purchaser pursuant to the Letter of Conditions, to be delivered to the Purchaser on the
date of delivery.

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

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

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

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

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

(5)  The unqualified approving opinion of bond counsel
on the Series 2006 B Bonds.

Section 3.10. Form of Bonds. The text of the Series 2006 A Bonds and
the Series 2006 B Bonds shall be in substantially the following respective forms, with such
omissions, insertions and variations as may be necessary and desirable and authorized or
permitted hereby, or by any Supplemental Resolution adopted prior to the issuance thereof:



(FORM OF SERIES 2006 A BOND)

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

No. AR-1 Date: July 27, 2006

FOR VALUE RECEIVED, MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT (the "Borrower") promises to pay to the order of the UNITED STATES OF
AMERICA (the "Government"), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Government may hereafter designate
in writing, the principal sum of TWO HUNDRED THIRTY-SIX THOUSAND DOLLARS
($236,000), plus interest on the unpaid principal balance at the rate of ___ % per annum. The
said principal and interest shall be paid in the following instaliments on the following dates:
Monthly installments of interest only, commencing 30 days following delivery of this Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $ , 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 acrual date as
shown on the Record of Advances attached hereto as a part hereof.

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

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



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

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

This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of acquisition and construction of improvements and extensions to the existing public
waterworks system (the "System") of the Borrower, is payable solely from the net revenues
to be derived from the operation of the System in the manner provided in the hereinafter
defined Resolution. This Bond does not in any manner constitute an indebtedness of Borrower
within the meaning of any constitutional or statutory provision or limitation.

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



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 on July 25, 2006, and a Supplemental Resolution of the Borrower duly adopted on
July 25, 2006, authortzing issuance of this Bond (collectively, the “Resolution”™).

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

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farmer and Rural Development Act of 1965. This
Bond shall be subject to the present regulations of the Government and to ifs 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; {6) WATER REVENUE
BONDS, SERIES 1999 C; AND (7) WATER REVENUE BONDS, SERIES 2001 A, ALL
AS DESCRIBED IN THE RESOLUTION (COLLECTIVELY, THE “PRIOR BONDS™),
AND (8) WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED JULY 27, 2006, ISSUED CONCURRENTLY
HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $300,000.

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



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 mmprinted 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
(Title of Executive Official)

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

MCDOWELL COUNTY, West Virginia 25535
(City, State and Zip Code)

ATTEST:

{Signature of Attesting Qfficial)

Secretary
(Title of Attesting Official)

AN
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(Form of Assignment)

ASSIGNMENT

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

the within Bond and does hereby Iirrevocably constitute and appoint
, Attorney to transfer the said Bond en the books kept for
registration of the within Bond of the said Borrower with full power of substimtion in the
premises.

Dated: 2

In presence of:

[¥)
(9]
(%]
[~
wn



(FORM OF SERIES 2006 B BOND)

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

No. BR-1 $300,000

KNOW ALL MEN BY THESE PRESENTS: That on the 27th day of July,
2006, MCDOWELL COUNTY PUBLIC SERVICE DISTRICT, a public service district and
public corporation and political subdivision of the State of West Virginia in McDowell County
of said State (the "Issuer”), for value received, hereby promises to pay, solely from the special
funds provided therefor, as hereinafier set forth, to the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the "Authority”) or registered assigns the sum of THREE
HUNDRED THOUSAND DOLLARS (3$300,000), or such lesser amount as shall have been
advanced to the Issuer hereunder and not previously repaid, as set forth in the "Record of
Advances" attached as EXHIBIT A hereto and incorporated herein by reference, in quarterly
installments on March 1, June 1, September 1 and December 1 of each year, commencing
1, , as set forth on the "Debt Service Schedule” attached as

EXHIBIT B hereto and incorporated herein by reference.

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

This Bond may be redeemed prior o its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
Infrastructure and Jobs Development Council (the “Council”), and upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement by and
between the Issuer and the Authority, on behalf of the Council, dated July 27, 2006.

This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of improvements and extensions to the existing public waterworks system of
the Issuer (the "Project”}; (ii) to pay in full the entire outstanding principal of and all
accrued interest on the Issuer’s Waterworks System design Notes, Series 2000 A (West
Virginia Infrastructure Fund) (the “Prior Notes™); and (iii} to pay certain costs of issuance
of the Bonds of this Series (the “Bonds”) and related costs. The existing public waterworks

[
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system of th Issuer, the Project and any further additions, betterments or improvements
thereto are herein called the "System." This Bond is issued under the authority of and in full
compliance with the Constitution and statutes of the State of West Virginia, including
particularly Chapter 16, Article 13A and Chapter 31, Article 15A of the West Virginia Code
of 1931, as amended (collectively, the "Act™), a Bond Resolution duly adopted by the Issuer
on July 25, 2006, and a Supplemental Resolution duly adopted by the Issuer on July 25,
2006 (collectively, the "Bond Legislation"), and is subject to all the terms and conditions
thereof. The Bond Legislation provides for the issuance of additional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equally and ratably
from and by the funds and revenues and other security provided for the Bonds under the
Bond Legislation.

THIS BOND IS ISSUED ON A PARITY, 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; (6) WATER
REVENUE BONDS, SERIES 19899 C; AND (7) WATER REVENUE BONDS, SERIES
2001 A, ALL AS DESCRIBED IN THE RESOLUTION (COLLECTIVELY, THE “PRIOR
BONDS”), AND (8) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JULY 27, 2006, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $236,000 (THE “SERIES 2006 A BONDS”).

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a
parity with the pledge of Net Revenues in favor of the Holders of the Series 2006 A Bonds
and the Prior Bonds, and from monies in the reserve account created under the Bond
Legislation for the Bonds (the "Series 2006 B Bonds Reserve Account"), and unexpended
proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the principal of and
interest, if any, on all bonds which may be issued pursuant to the Act and which shall be set
aside as a special fund hereby pledged for such purpose. This Bond does not constitute an
indebtedness of the Issuer within the meaning of any constitutional or statutory provisions
or limitations, nor shall the Issuer be obligated to pay the same or the interest, if any,
hereon, except from said special fund provided from the Net Revenues, the monies in the
Series 2006 B Bonds Reserve Account and unexpended proceeds of the Bonds. Pursuant
to the Bond Legislation, the Issuer has covenanted and agreed to establish and maintain just
and equitable rates and charges for the use of the System and the services rendered thereby,
which shall be sufficient, together with other revenues of the System, to provide for the
reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at least 115% of the maximum amount payable in any year for
principal of and interest, if any, on the Bonds, and all other obligations secured by a lien on
or payable from such revenues on a parity with the Bonds, including the Series 2006 A
Bonds, and the Prior Bonds; provided however, that so long as there exists in the



Series 2006 B Bonds Reserve Account an amount at least equal to the maximum amount of
principal and interest, if any, which will become due on the Bonds in the then current or any
succeeding year, and in the respective reserve accounts established for any other obligations
outstanding on a parity with the Bonds, including the Series 2006 A Bonds, and the Prior
Bonds, an amount at least equal to the requirement therefor, such percentage may be
reduced to 110%. The Issuer has entered into certain further covenants with the registered
owners of the Bonds for the terms of which reference is made to the Bond Legislation.
Remedies provided the registered owners of the Bonds are exclusively as provided in the
Bond Legislation, to which reference is here made for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of The Huntington
National Bank, Charleston, West Virginia, as registrar (the “Registrar™), by the registered
owner, or by its attorney duly authorized in writing, upon the surrender of this Bond,
together with a written instrument of transfer satisfactory to the Registrar, duly executed by
the registered owner or its atterney duly authorized in writing.

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

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

In accordance with the requirements of the United States Department of
Agriculture for the issuance of parity obligations, the Bonds will be in default should any
proceeds of the Bonds be used for a purpose that will contribute 1o excessive erosion of
highly erodible land or to the conversion of wetlands to produce an agricultural commodity.

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

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

[SEAL]

Chairman

ATTEST:

Secretary

CE832153.32 29



{Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2006 B Bonds described in the within-mentioned
Bond Legislation and has been duly registered in the name of the registered owner set forth
above, as of the date set forth below.

Date: , 2006

THE HUNTINGTON NATIONAL BANK,
as Registrar

Authorized Officer



EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

1 3 (19) §
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3)_ 9% 2§
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint

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

Dated: .2

In the presence of:

CHBEZ34153.3
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Section 3.11. Sale of Bonds: Approval and Ratification of Execution of
Loan Agreement. A. The Series 2006 A Bonds shall be sold to the Purchaser, pursuant to
the terms and conditions of the Letter of Conditions. The Letter of Conditions, including
all attachments, are hereby approved and incorporated into this Bond Legislation.

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

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

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

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

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

(3) Renewal and Replacement Fund (established by the Prior
) Resolutions as the Depreciation Reserve); and

(4)  Series 2006 Bonds Construction Trust Fund.

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

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

Section 5.03. System Revenues; Flow of Funds. A. The entire Gross
Revenues derived from the operation of the System shall be deposited upon receipt in the
Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Bond Legislation and shall be kept separate and distinct from all other funds of the
Issuer and the Depository Bank and used only for the purposes and in the manner provided
in this Bond Legislation. All revenues at any time on deposit in the Revenue Fund shall be
disposed of only in the following order and priority:

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

(2)  The Issuer shall next, each month, on or before the due date
thereof, transfer from the Revenue Fund and remit to the National Finance
Office (i) the amount required by the Prior Resolutions to pay the interest on the
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Prior Bonds; and (ii) the amounts required to pay interest on the Series 2006 A
Bonds.

(3)  The Issuer shall next, each month, transfer from the Revenue Fund
and (i) on or before the due date thereof, remit to the National Finance Office
the amount required by the Prior Resolutions to pay the principal of the Prior
Bonds: and (i1} on or before the due date thereof, remit to the National Finance
Office, commencing 24 months following the date of delivery of the Series
2006 A Bonds, the amount required to amortize the principal of the Series
2006 A Bonds over the life of the bond issue; and (iii} on the first day of each
month, remit to the Commission, commencing 3 months prior to the first date
of payment of principal of the Series 2006 B Bonds, for deposit in the Series
2006 B Bonds Sinking Fund, an amount equal to 1/3rd of the amount of principal
which will mature and become due on the Series 2006 B Bonds on the next
ensuing quarterly principal payment date; provided that, in the event the period
to elapse between the date of such initial deposit in the Series 2006 B Bonds
Sinking Fund and the next quarterly principal payment date is less than
3 months, then such monthly payment shall be increased proportionately to
provide, 1 month prior to the next quarterly principal payment date, the required
amount of principal comning due on such date.

(4)  The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and (i) remit to the Commission the amounts required by the
Prior Resolutions to be deposited in the Reserve Accounts for the Prior Bonds;
(i) remit to the Commission, commencing 3 months after the completion of
construction of the Project, as certified by the Consulting Engineers, if not fully
funded upon issuance of the Series 2006 A Bonds, for deposit in the Series
2006 A Bonds Reserve Account, an amount equal to 10% of the monthly
payment amount each month, until the amount in the Series 2006 A Bonds
Reserve Account equals the Series 2006 A Bonds Reserve Requirement;
provided that, no further payments shall be made into the Series 2006 A Bonds
Reserve Account when there shall have been deposited therein, and as long as
there shall remain on deposit therein, an amount equal to the Series 2006 A
Bonds Reserve Requirement; and (iii} remit to the Commission, commencing 3
months after the completion of construction of the Project, as certified by the
Consulting Engineers, if not tully funded upon issuance of the Series 2006 B
Bonds, for deposit in the Series 2006 B Bonds Reserve Account, an amount
equal to 1/120th of the Series 2006 B Bonds Reserve Requirement, until the
amount in the Series 2006 B Bonds Reserve Account equals the Series 2006 B
Bonds Reserve Requirement; provided that, no further payments shall be made
into the Series 2006 B Bonds Reserve Account when there shall have been
deposited therein, and as long as there shall remain on deposit therein, an

~amount equal to the Series 2006 B Bonds Reserve Requirement.



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

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

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

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

All investment earnings on monies in the Series 2006 A Bonds Reserve Account
(if fully funded), the Series 2006 B Bonds Sinking Fund and the Series 2006 B Bonds
Reserve Account (if fully funded) shall be returned, not less than once each year, by the
Commission to the Issuer, and such amounts shall, during construction of the Project, be
deposited in the Series 2006 Bonds Construction Trust Fund, and following completion of
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construction of the Project, shall be deposited in the Revenue Fund and applied in full, first
to the next ensuing interest payment, if any, due on the Series 2006 A Bonds and the
Series 2006 B Bonds, respectively, and then to the next ensuing principal payment due
thereon, all on a pro rata basis.

Any withdrawals from the Series 2006 A Bonds Reserve Account or the
Series 2006 B Bonds Reserve Account which result in a reduction in the balance of such
accounts to below the Series 20060 A Bonds Reserve Requirement or the Series 2006 B
Bonds Reserve Requirement, respectively, shall be subsequently restored from the first Net
Revenues available after all required payments have been made in full in the order set forth
above.

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

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

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

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, the Council
and the Authority.

The Commission is hereby designated as the fiscal agent for the administration
of the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Sinking Fund and
the Series 2006 B Bonds Reserve Account created hereunder, and all amounts required for
such funds shall be remitted to the Commission from the Revenue Fund by the Issuer at the
times provided herein. If required by the Purchaser, the Authority or the Council at any
time, the Issuer shall make the necessary arrangements whereby required payments into the
said accounts shall be automatically debited from the Revenue Fund and electronically
transterred to the Commission on the dates required hereunder.

(9]
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Monies in the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds
Sinking Fund and the Series 2006 B Bonds Reserve Account shall be invested and reinvesred
by the Commission in accordance with Section 8.01 hereof.

The Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Sinking
Fund and the Series 2006 B Bonds Reserve Account, shall be used solely and only for, and
are hereby pledged for, the purpose of servicing the Series 2006 A Bonds and the
Series 2006 B Bonds, respectively, under the conditions and restrictions set forth herein.

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

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

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

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

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

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

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

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

I. All Tap Fees shall be deposited by the Issuer, as received, in the Series

2006 Bonds Construction Trust Fund, and following completion of the Project, shall be
deposited in the Revenue Fund and may be used for any lawful purpose of the System.
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ARTICLE V]
BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS
Section 6.01. Application of Bond Proceeds: Pledge of Unexpended Bond

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

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

B. From the proceeds of the Series 2006 B Bonds, there shall first be paid
the amounts required o pay in full the entire outstanding principal of and
all accrued interest, if any, on the Prior Notes.

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

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

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

F. After completion of construction of the Project, as certified by the
Consulting Engineers, and all costs have been paid, any remaining proceeds of the Series
2006 A Bonds shall be expended as directed by the Purchaser and any remaining proceeds
of the Series 2006 B Bonds shall be expended as directed by the Council.

Section 6,02, Disbursements From the Bond Construction Trust Fund.

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




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

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

(1) None of the items for which the payment is proposed
10 be made has formed the basis for any disbursement theretofore
made;

(iiy  Each item for which the payment is proposed to be
made is or was necessary in connection with the Project and
constitutes a Cost of the Project;

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

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

The Issuer shall expend all proceeds of the Series 2006 B Bonds within 3 years
of the date of the 1ssuance of the Council’s Bonds, the proceeds of which were used to make
the loan to the Issuer.

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

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

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the [ssuer. All the covenants,
agreements and provisions of this Bond Legislation shall be and constitute valid and legally
binding covenants of the Issuer and shall be enforceable in any court of competent
jurisdiction by any Holder or Holders of the Series 2006 Bonds. In addition to the other
covenants, agreements and provisions of this Bond Legislation, the Issuer hereby covenants
and agrees with the Holders of the Series 2006 Bonds as hereinafter provided in this
Article VII. All such covenants, agreements and provistons shall be irrevocable, except as
provided herein, as long as any of the Series 2006 Bonds or the interest, if any, thereon is
Outstanding and unpaid.

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

Section 7.03. Bonds Secured by Pledee of Net Revenues: Lien Position
with Respect to Prior Bonds. The payment of the debt service of all the Series 2006 Bonds
shall be secured forthwith equally and ratably with each other by a first lien on the Net
Revenues derived from the System, on a parity with the lien on the Net Revenues in favor
of the holders of the Prior Bonds. The Net Revenues in an amount sufficient to pay the
principal of and interest, if any, on the Series 2006 Bonds and the Prior Bonds and to make
the payments into all funds and accounts and all other payments provided for in the Bond
Legislation are hereby irrevocably pledged, in the manner provided herein, to such payments
as they become due, and for the other purposes provided in the Bond Legislation.

Section 7.04. Rates and Charges. The Issuer has obtained any and all
approvals of rates and charges required by State law and has taken any other action required
to establish and impose such rates and charges, with all requisite appeal periods having
expired without successful appeal. Such rates and charges shall be sufficient to comply with
the requirements of the Loan Agreement. The initial schedule of rates and charges for the
services and facilities of the System shall be as set forth and approved and described in the
Commission Order of the Public Service Commission of West Virginia entered September
1, 2005, in Case No. 05-0686-PWD-CN, and such rates are hereby adopted, which rates
are incorporated herein by reference as a part hereof.

So long as the Prior Bonds and the Series 2006 Bonds are outstanding, the
Issuer covenants and agrees to fix and collect rates, fees and other charges for the use of the
System and te take all such actions necessary to provide funds sufficient to produce the
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required sumns set forth in the Bond Legislation and in compliance with the Loan Agreement.
In the event the schedule of rates and charges initially established for the System in
connection with the Series 2006 Bonds shall prove to be insufficient to produce the required
sums set forth in this Bond Legislation and the Loan Agreement, the [ssuer hereby covenants
and agrees that it will, to the extent or in the manner authorized by law, immediately adjust
and increase such schedule of rates, fees and charges and take all such actions necessary to
provide funds sufficient to produce the required sums set forth in this Bond Legislation and
the Loan Agreement.

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

The foregoing provision notwithstanding, the Issuer shall have and hereby
reserves the right to sell, Jease or otherwise dispose of any of the property comprising a part
of the System hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior to any such sale, lease or
other disposition of such property, if the amount to be received therefor, together with all
other amounts received during the same Fiscal Year for such sales, leases or other
dispositions of such properties, is not in excess of $10,000, the Issuer shall, by resolution
duly adopted, determine that such property comprising a part of the System is no longer
necessary, useful or profitable in the operation thereof and may then provide for the sale of
such property. The proceeds of any such sale shall be deposited in the Renewal and
Replacement Fund. If the amount to be received from such sale, lease or other disposition
of said property, together with all other amounts received during the same Fiscal Year for
such sales, leases or other dispositions of such properties, shall be in excess of $10,000 but
not in excess of $50,000, the Issuer shall first, in writing, determine upon consultation with
a professional engineer that such property comprising a part of the System is no longer
necessary, useful or profitable in the operation thereof and may then, if it be so advised, by



resolution duly adopted, authorize such sale, lease or other disposition of such property upon
public bidding in accordance with the laws of the State. The proceeds of any such sale shall
be deposited in the Renewal and Replacement Fund. Payment of such proceeds into the
Renewal and Replacement Fund shall not reduce the amounts required to be paid into such
fund by other provisions of this Bond Legislation.

No sale, lease or other disposition of the properties of the System shall be made
by the Issuer if the proceeds to be derived therefrom, together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such
properties, shall be in excess of $50,000 and insufficient to pay all Bonds then Outstanding
without the prior approval and consent in writing of the Holders of the Bonds then
Outstanding. The Issuer shall prepare the form of such approval and consent for execution
by the then Holders of the Bonds for the disposition of the proceeds of the sale, lease or
other disposition of such properties of the System.

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

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

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

Section 7.07. Parity Bonds. So long as the Prior Bonds are outstanding,
the limitations on the issuance of parity obligations set forth in the Prior Resolutions shall
be applicable. In addition, no Parity Bonds, payable out of the revenues of the System, shall
be issued after the issuance of the Series 2006 Bonds pursuant to this Bond Legislation,
without the prior written consent of the Authority, the Council and the Purchaser and
without complying with the conditions and requirements herein provided.
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All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2006 Bonds.

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

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

{1)  The Bonds Outstanding;

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

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

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

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

(l_) The Bonds then Outstanding;

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

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

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

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

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject
to the prior and superior liens of the Series 2006 Bonds on such revenues. The Issuer shall
not issue any obligations whatsoever payable from revenues of the System, or any part
thereof, which rank prior to or, except in the manner and under the conditions provided in
this section, equally, as to lien on and source of and security for payment from such
revenues, with the Series 2006 Bonds.

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

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

The [ssuer shall permit the Purchaser, the Authority and the Council or their
apents and representatives, to inspect all records pertaining to the operation and maintenance
of the System at all reasonable times following completion of construction of the Project and
comimencement of operation thereof, or, if the Project is an improvement to an extsting
systern, at any reasonable time following commencement of construction.

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

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

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

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

(B) A balance sheet statement showing all deposits in all
the funds and accounts provided for in this Bond Legislation and

the status of all said funds and accounts.

(C)  The amount of any Bonds, notes or other obligations
payable from the revenues of the System outstanding.
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The Issuer shall also, at least once a year, cause the books, records and accounts
of the System to be audited by Independent Certified Public Accountants in compliance with
the applicable OMB Circular, or any successor thereto and the Single Audit Act, or any
successor thereto, to the extent legally required, and shall mail upon request, and make
available generally, the report of said Independent Certified Public Accountants, or a
summary thereof, to any Holder or Holders of the Series 2006 Bonds and shall submit said
report to the Purchaser, the Authority and the Council, or any other original purchaser of
the Series 2006 Bonds. Such audit report submitted to the Purchaser, the Authority and the
Council shall include a statement that notes whether the results of tests disclosed instances
of noncompliance that are required to be reported under government auditing standards and,
if they are, describes the instances of noncompliance and the audited financial statements
shall include a statement that notes whether the results of tests disclosed instances of
noncompliance that are required to be reported under government auditing standards and,
if they are, describes the instances of noncompliance and the audited financial statements
shall include a statement that notes whether the revenues of the System are adequate to meet
the lssuer's Operating Expenses and debt service and reserve requirements.

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

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

Section 7.09. Rates. Prior to the issuance of the Series 2006 Bonds,
equitable rates or charges for the use of and service rendered by the System shall be
established all in the manner and form required by law, and copies of such rates and charges
so established will be continuously on file with the Secretary, which copies will be open to
inspection by all interested parties. The schedule of rates and charges shall at all times be
adequate to produce Gross Revenues from the System sufficient to pay Operating Expenses
and to make the prescribed payments into the funds created hereunder. Such schedule of
rates and charges shall be changed and readjusted whenever necessary so that the aggregate
of the rates and charges will be sufficient for such purposes. In order to assure full and
contimious performance of this covenant, with a margin for contingencies and temporary
unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees that
the schedule of rates or charges from time to time in effect shall be sufficient, together with
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other revenues of the System (i) to provide for all Operating Expenses of the System and
(ii} to leave a balance each year equal to at least 115% of the maximum amount required in
any year for payment of principal of and interest, if any, on the Series 2006 Bonds and all
other obligations secured by a lien on or payable from such revenues on a parity with the
Series 2006 Bonds, including the Prior Bonds; provided that, in the event that an amount
equal to or in excess of the reserve requirement is on deposit respectively in the Reserve
Accounts and any reserve accounts for obligations on a parity with the Series 2006 Bonds,
including the Prior Bonds, are funded at feast at the requirement therefor, such balance each
year need only equal at least 110% of the maximum amount required in any year for
payment of principal of and interest, if any, on the Series 2006 Bonds and all other
obligations secured by a lien on or payable from such revenues on a parity with the Series
2006 Bonds, including the Prior Bonds. In any event, subject to any requirements of law,
the Issuer shall not reduce the rates or charges for services described in Section 7.04 hereof.

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

Commencing on the date contracts are executed for the acquisition and
construction of the Project and for 2 years following the completion of the Project, the Issuer
shall each month complete a "Monthly Financial Report,” a form of which is attached to the
Loan Agreement, and forward a copy of such report to the Authority and the Council by the
10th day of each month.

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

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

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

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

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

Whenever any fees, rates, rentals or other charges for the services and facilities
of the System shall remain unpaid for a period of 20 days after the same shall become due
and payable, the user of the services and facilities shall be delinquent uniil such time as all
such rates and charges are fully paid. To the extent authorized by the laws of the State and
the rules and regulations of the Public Service Commission of West Virginia, rates, rentals
and other charges, if not paid when due, shall become a tien on the premises served by the
System. The Issuer further covenants and agrees that, it will, to the full extent permitted by
law and the rules and regulations promulgated by the Public Service Commission of
West Virginia, discontinue and shut off the services of the System, and any services and
facilities of the sewerage system, if so owned by the Issuer, tco all users of the services of
the System delinquent in payment of charges for the services of the System and will not
restore such services of either system until all definquent charges for the services of the
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System, plus reasonable interest and penalty charges for the restoration of service, have been
fully paid and shaill take all further actions to enforce collections to the maximnim extent
permitted by law. If the sewerage facilities are not owned by the Issuer, the Issuer will, to
the extent allowed by law, use diligent efforts to enter into a similar termination agreement
with the provider of such sewerage service, subject to any required approval of such
agreement by the Public Service Commission of West Virginia and all rules, regulations and
orders of the Public Service Commission of West Virginia.

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

Section 7.13. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Bonds remain Outstanding, the Issuer will, as an
Operating Expense, procure, carry and maintain insurance with a reputable insurance carrier
or carriers as is customarily covered with respect to works and properties similar to the
System. Such insurance shall initially cover the following risks and be in the following
amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS
MISCHIEF AND EXTENDED COVERAGE INSURANCE, on
all above-ground insurable portions of the System in an amount
equal to the actual cost thereof. In time of war the Issuer will also
carry and maintain insurance to the extent available against the
risks and hazards of war. The proceeds of all such insurance
policies shall be placed in the Renewal and Replacement Fund and
used only for the repairs and restoration of the damaged or
destroyed properties or for the other purposes provided herein for
the Renewal and Replacement Fund. The Issuer will itself, or will
require each contractor and subcontractor to, obtain and maintain
builder's risk msurance (fire and extended coverage) to protect the
interests of the Issuer, the Authority, the prime contractor and all
subcontractors as their respective interests may appear, in
accordance with the Loan Agreement, during construction of the
Project on a 100% basis (completed value form) on the insurable
portion of the Project, such insurance to be made payable to the
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order of the Purchaser, the Authority, the Issuer, the contractors
and subcontractors, as their interests may appear.

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

(3)  WORKER'S COMPENSATION COVERAGE FOR
ALL EMPLOYEES OF OR FOR THE SYSTEM ELIGIBLE
THEREFOR; AND PERFORMANCE AND PAYMENT BONDS,
such bonds to be in the amounts of 100% of the construction
contract and to be required of each contractor contracting directly
with the Issuer, and such payment bonds will be filed with the
Clerk of The County Cormumnission of the County in which such
work 1s to be performed prior to commencement of construction of
the Project in compliance with West Virginia Code, Chapter 38,
Article 2, Section 39.

{4) FLOOD INSURANCE, if the facilities of the System
are or will be located in designated special flood or mudslide-prone
areas and to the extent available at reasonable cost to the [ssuer,

(5}  BUSINESS INTERRUPTION INSURANCE, to the
extent available at reasonable cost to the Issuer.

(6) FIDELITY BONDS will be provided as to every
officer, member and employee of the Issuer having custody of the
revenues or of any other funds of the System, in an amount at least
equal to the total funds in the custody of any such person at any
one time unless an increased amount is requested by the Purchaser
from time to time.

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

The Issuer shall also require all contractors engaged in the construction of the
Project to carry such worker's compensation coverage for all employees working on the



Project and public liability insurance, vehicular liability insurance and property damage
insurance in amounts adequate for such purposes and as is customarily carried with respect
to works and properties similar to the Project; provided that the amounts and terms of such
coverage are satisfactory to the Authority and the Council and the Issuer shall verify such
insurance prior to commencement of construction. In the event the Loan Agreement so
requires, such insurance shall be made payable to the order of the Authortty, the Issuer, the
prime contractor and all subcontractors, as their interests may appear.

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

Section 7.17. Completion of Project: Permits and Orders. The [ssuer
shall complete the Project as promptly as possible and operate and maintain the System as
a revenue-producing utility in good condition and in compliance with all federal and state
requirements and standards.

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

Section 7.18. Compliance with Letier of Conditions, I.oan Agreement and
Law. The Issuer shall perform, satisfy and comply with all the terms and conditions of the
Letter of Conditions, the Loan Agreement, the Act and this Bond Legislation. The Issuer
shall also comply with all applicable laws, rules and regulations issued by the Purchaser, the
Authority and the Council, or other state, federal or local bodies in regard to the acquisition
and construction of the Project and the operation, maintenance and use of the System. The
Issuer shall provide the Council with copies of all documents submitted to the Purchaser and
the Authority.

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

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

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

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

D. INFORMATION RETURN. To the extent legally required, the Issuer
will timely file all statements, instruments and returns necessary to assure the tax-exempt
status of the Series 2006 Bonds and the interest thereon including, without limitation, the
information return required under Section 149(e) of the Code.

E. FURTHERACTIONS. The Issuer will take any and all actions that may
be required of it {including, without limitation, those deemed necessary by the Authority)
so that the interest on the Series 2006 Bonds will be and remain excluded from gross income
for federal income tax purposes, and will not take any actions or fail to take any actions
(including, without limitation, those deemed necessary by the Authority), the result of which
would adversely affect such exclusion.

Section 7.20. Securities Laws Compliance.” The Issuer will provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
changes in usage and customer base) so that the Authority may comply with the provisions
of SEC Rule 15¢2-12 (17 CFR Part 240).
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Section 7.21. Statutory Mortgage Lien. For the further protection of the
Holders of the Series 2006 Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, which statutory mortgage lien is hereby recognized and declared to be
valid and binding, shalf take effect immediately upon delivery of the Series 2006 Bonds and
shall be on a parity with the statutory mortgage lien in favor of the Holders of the Prior
Bonds.

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

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

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

INVESTMENT OF FUNDS; USE OF PROCEEDS

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

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

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

Section 8.02 . Certificate as to Use of Proceeds: Covenants as to Use of
Proceeds. The Issuer shall deliver a certificate as to use of proceeds or other similar
certificate to be prepared by nationally recognized bond counsel relating to restrictions on
the use of proceeds of the Series 2006 B Bonds as a condition to issuance of the Series 2006
B Bonds. In addition, the Issuer covenants (i) to comply with the Code and all Regulations
from time to time in effect and applicable to the Series 2006 B Bonds as may be necessary
in order to maintain the status of the Series 2006 B Bonds as governmental bonds; (ii) that
it shall not take, or permit or suffer to be taken, any action with respect to the Issuer’s use
of the proceeds of the Series 2006 B Bonds which would cause any bonds, the interest on
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which is exempt from federal income taxation under Section 103(a) of the Code, issued by
the Authority or the Council, as the case may be, from which the proceeds of the Series
2006 B Bonds are derived, to lose their status as tax-exempt bonds; and (iti) to take such
action, or refrain from taking such action, as shall be deemed necessary by the Issuer, or
requested by the Authority or the Council, to ensure compliance with the covenants and
agreements set forth in this Section, regardless of whether such actions may be contrary to
any of the provisions of this Resolution.

The Issuer shall annually furnish to the Authority information with respect to

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

DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of the following events shall
constitute an "Event of Default” with respect to the Series 2006 Bonds:

(1)  If defauit occurs in the due and punctual payment of
the principal of or interest, if any, on any series of the Series 2006
Bonds; or

(2) ¥ default occurs in the Issuer's observance of any of
the covenants, agreements or conditions on its part relating to the
Series 2006 Bonds set forth in this Bond Legislation, any
supplemental resolution or in the Series 2006 Bonds, and such
default shall have continued for a period of 30 days after the Issuer
shall have been given written notice of such default by the
Comumission, the Depository Bank, the Registrar, the Paying Agent
or any other Paying Agent or a Holder of a Bond; or

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

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

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

Section 9.02. Remedies. Upon the happening and continuance of any
Event of Default, any Registered Owner of a Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in
particular, (1) bring suit for any unpaid principal or interest then due, (i) by mandamus or
other appropriate proceeding enforce all rights of such Registered Owners including the right
to require the Issuer to perform its duties under the Act and the Bond Legislation relating
thereto, including but not timited to the making and collection of sufficient rates or charges
for services rendered by the System, (iii) bring suit upon the Bonds; (iv) by action at law or
bill in equity require the Issuer to account as if it were the trustee of an express trust for the
Registered Owners of the Bonds, and (v) by action or bill in equity enjoin any acts in
violation of the Bond Legislation with respect to the Bonds, or the rights of such Registered
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Owners; provided that, all rights and remedies of the Holders of the Series 2006 A Bonds
and the Series 2006 B Bonds shall be on a parity with each other and the Prior Bonds.

Section 9.03. Appointment of Receiver. Any Registered Owner of a Bond
may, by proper legal action, compel the performance of the duties of the [ssuer under the
Bond Legislation and the Act, including, the completion of the Project and after
commencement of operation of the System, the making and collection of sufficient rates and
charges for services rendered by the System and segregation of the revenues therefrom and
the application thereof. If there be any Event of Default with respect to such Bonds, any
Registered Owner of a Bond shall, in addition to all other remedies or rights, have the right
by appropriate legal proceedings to obtain the appointment of a receiver to administer the
System or to complete the acquisition and construction of the Project on behalf of the Issuer,
with power to charge rates, rentals, fees and other charges sutficient to provide for the
payment of Operating Expenses of the System, the payment of the Bends and interest and
the deposits into the funds and accounts hereby established, and to apply such rates, rentals,
fees, charges or other revenues in conformity with the provisions of this Bond Legislation
and the Act.

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

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

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

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

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

PAYMENT OF BONDS

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

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

MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond Legislation. Prior to
issuance of the Series 2006 Bonds, this Resolution may be amended or supplemented in any
way by the Supplemental Resclution. Following issuance of the Series 2006 Bonds, no
material modification or amendment of this Resolution, or of any resolution or order
amendatory or supplemental hereto, that would materially and adversely affect the rights of
Registered Owners of the Series 2006 Bonds, shall be made without the consent in writing
of the Registered Owners of the Series 2006 Bonds so affected and then Outstanding;
provided, that no change shall be made in the maturity of the Bonds or the rate of interest
thereon, or in the principal amount thereof, or affecting the unconditional promise of the
Issuer to pay such principal and interest, if any, out of the funds herein pledged therefor
without the consent of the Registered Owner thereof. No amendment or modification shall
be made that would reduce the percentage of the principal amount of the Bonds required for
consent to the above-permitted amendments or modifications. Notwithstanding the
foregoing, this Bond Legislation may be amended without the consent of any Bondholder
as may be necessary to assure compliance with Section 148(f) of the Code relating to rebate
requirements or otherwise as may be necessary to assure the excludability of interest, if any,
on the Series 2006 Bonds from gross income of the holders thereof.

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

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

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

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

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

Section 11.07. Effective Date.  This Resolution shall take effect
immediately upon adoption.
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Adopted this 25th day of July, 2006.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

A
By: s 2 TERD

;f';Its: 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 July 25, 2006.

Dated: July 27, 2006.

[SEAL] 4 - '
A :ﬂ L | AL A
Secretary
07.19.06
582180.00003
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MCDOWELL COQUNTY PUBLIC SERVICE DISTRICT

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

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL AMOUNTS, DATES, MATURITY DATES,
REDEMPTION PROVISIONS, INTEREST RATES, INTEREST
AND PRINCIPAL PAYMENT DATES, SALE PRICES AND
OTHER TERMS OF THE WATER REVENUE BONDS,
SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), AND WATERREVENUE BONDS, SERIES
2006 B (WEST VIRGINIA INFRASTRUCTURE FUND), OF
McDOWELL COUNTY PUBLIC SERVICE DISTRICT;
APPROVING AND RATIFYING THE LOAN AGREEMENT
RELATING TO THE SERIES 2006 B BONDS; AUTHORIZING
AND APPROVING THE SALE OF THE SERIES 2006 A
BONDS TO THE UNITED STATES DEPARTMENT OF
AGRICULTURE AND THE SERIES 2006 B BONDS TO THE
WEST VIRGINIA WATER DEVELOPMENT AUTHORITY;
DESIGNATING A REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK; AND MAKING OTHER PROVISIONS
AS TO THE BONDS.

WHEREAS, the Public Service Board (the "Governing Body") of McDowell
County Public Service District (the "Issuer") has duly and officially adopted a bond
resolution on July 25, 2006 (the "Bond Resolution” or the “Resolution”), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC WATERWORKS FACILITIES
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 $236,000 IN AGGREGATE
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PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 2006 A, AND NOT MORE THAN $300,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER REVENUE
BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING A LOAN
AGREEMENT RELATING TO THE SERIES 2006 B BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

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

WHEREAS, the Bond Resolution provides for the issuance of Water Revenue
Bonds, Series 2006 A (United States Department of Agriculture), and Water Revenue Bonds,
Series 2006 B (West Virginia Infrastructure Fund), of the Issuer (collectively, the "Bonds”
and individually, the "Series 2006 A Bonds" and the "Series 2006 B Bonds"}, in the
respective aggregate principal amounts not to exceed $236,000 and $300,000, and has
authorized the execution and delivery of the loan agreement relating to the Series 2006 B
Bonds, including all schedules and exhibits attached thereto, by and between the Issuer and
the West Virginia Water Development Authority (the "Authority"), on behalf of the West
Virginia Infrastructure and Jobs Development Council (the “Council”) (the “Loan
Agreement”), all in accordance with Chapter 16, Article 13A, and Chapter 31, Article 15A
of the West Virginia Code of 1931, as amended (collectively, the "Act"); and in the Bond
Resolution it is provided that the form of the Loan Agreement and the exact principal
amounts, dates, maturity dates, redemption provisions, interest rates, interest and principal
payment dates, sale prices and other terms of the Bonds should be established by a
supplemental resolution pertaining to the Bonds; and that other matters relating to the Bonds
be herein provided for;

WHEREAS, the Loan Agreement has been presented to the I[ssuer at this
meeting;
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WHEREAS, the Series 2006 A Bonds are proposed to be purchased by the
United States Department of Agriculture, acting for and on behalf of the United States of
America (the "Purchaser"} pursuant to a Letter of Conditions, and all amendments, and the
Series 2006 B Bonds are proposed to be purchased by the Authority pursuant to the Loan
Agreement; and

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

NOW, THEREFORE, BEIT RESOLVED BY THE GOVERNING BODY OF
McDOWELL COUNTY PUBLIC SERVICE DISTRICT:

Section §.  Pursuant to the Bond Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the following
bonds of the Issuer:

A.  Water Revenue Bonds, Series 2006 A (United States Department
of Agriculture), of the I[ssuer, originally represented by a single Bond, numbered AR-1 in
the principal amount of $236,000. The Series 2006 A Bonds shall be dated the date of
delivery thereof, shall bear interest at the rate of 4.5% per annum, interest only payable in
monthly installments for the first 24 months commencing 30 days following delivery of the
Series 2006 A Bonds and continuing on the corresponding day of each month and, thereafter,
principal and interest are payable in monchly installments of $1,084 on the corresponding day
of each month, except that the final instaliment shall be paid at the end of forty (40) years
from the date of the Series 2006 A Bonds, in the sum of the unpaid principal and interest due
on the date thereof, except that prepayments may be made as hereinafter provided and as
provided in the Series 2006 A Bonds, all such payments to be made at the National Finance
Office, St. Louis, Missouri 63103, or at such other place as the Purchaser may designate
after issuance of the Series 2006 A Bonds. Prepayments of scheduled installments, or any
portion thereof, may be made at any time at the option of the Issuer.

B. Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure
Fund), of the Issuer, originally represented by a single Bond, numbered BR-1, in the
principal amount of $300,000. The Series 2006 B Bonds shall be dated the date of delivery
thereof, shall finally mature June 1, 2046, and shall bear no interest. The principal of the
Series 2006 B Bonds shall be payable quarterly, on March I, June 1, September 1 and
December 1 of each year, commencing March 1, 2008, and maturing June 1, 2046, and in
the amounts as set forth in the "Schedule Y" attached to the Loan Agreement and
incorporated in and made a part of the Series 2006 B Bonds. The Series 2006 B Bonds shall
be subject to redemption upon the written consent of the Autherity and the Council, and upon
payment of the redemption premium, if any, and otherwise in compliance with the Loan
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Agreement, so long as the Authority shall be the registered owner of the Series 2006 B
Bonds.

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

Section3.  The Issuer does hereby authorize, approve, ratify and accept the
Loan Agreement, a copy of which is incorporated herein by reference, and the execution and
delivery of the Loan Agreement by the Chairman, and the performance of the obligations
contained therein, on behalf of the Issuer, are hereby authorized, directed, ratified and
approved. The Issuer hereby affirms all covenants and representations made in the Loan
Agreement and in the applications to the Council and the Authority. The Issuer does hereby
authorize, approve and accept the Letter of Conditions, and all amendments thereto, and the
performance of the obligations contained therein, on behalf of the Issuer, are hereby
authorized, directed and approved. The price of the Bonds shall be 100% of par value, there
being no interest accrued thereon, provided that the proceeds of the Series 2006 A Bonds and
the Series 2006 B Bonds shall be advanced from time to time as requisitioned by the Issuer.

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

Section 5.  The Issuer does hereby appoint and designate the West Virginia
Municipal Bond Commission, Charleston, West Virginia, to serve as Paying Agent for the
Series 2006 B Bonds under the Bond Resolution.

Section 6.  The Issuer does hereby appoint and designate MCNB Bank and
Trust Company, Welch, West Virginia, to serve as Depository Bank under the Bond
Resolution.

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

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

Section 9. Series 2006 B Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2006 B Bonds Reserve Account.
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Section 10. Series 2006 B Bonds proceeds in the amount of $20,000 shall be
paid to the West Virginia Municipal Bond comumission to pay in full the outstanding principal
of and interest on the Prior Notes at closing.

Section 11. The balance of the proceeds of the Series 2006 B Bonds shall be
deposited in or credited to the Series 2006 Bonds Construction Trust Fund for payment of
the costs of the Project, including, without limitation, costs of issuance of the Bonds and
related costs.

Section 12, The Chairman and Secretary are hereby authorized and directed
to execute and deliver such other documents, agreements, instruments and certificates
required or desirable in connection with the Bonds to be issued hereby and by the Bond
Resolution approved and provided for, to the end that the Series 2006 A Bonds may be
delivered on or about July 27, to the Purchaser pursuant to the Letter of Conditions, and the
Series 2006 B Bonds may be delivered on or about July 27, to the Authority pursuant to the
[.oan Agreement.

Section 13. The acquisition and construction of the Project and the financing
thereof in part with proceeds of the Bonds are in the public interest, serve a public purpose
of the Issuer and will promote the health, welfare and safety of the residents of the Issuer.

Section 14. The Issuer hereby determines that it is in the best interest of the
Issuer to invest all monies in the funds and accounts established by the Bond Resolution held
by the Depository Bank until expended, subject to any limitation of the Purchaser with
respect of the proceeds of the Bonds, in repurchase agreements or time accounts, secured by
a pledge of Government Obligations, and therefore, the Issuer hereby directs the Depository
Bank to take such actions as may be necessary to cause such monies to be invested in such
repurchase agreements or time accounts, until further directed in writing by the Issuer.
Monmies in the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Sinking FFund
and the Series 2006 B Bonds Reserve Account shall be invested by the West Virginia
Municipal Bond Commission in the West Virginia Consolidated Fund.

Section 15. The Issuer hereby approves and accepts all contracts relating to
the financing, acquisition and construction of the Project.

Section 16. This Supplemental Resolution shall be effective immediately
following adoption hereof.
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Adopted this 25th day of July, 2006.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

By: LJ/MM S iw
Its: yhalrrﬂan
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT on this 25th day of July, 2006.

Dated: July 27, 2006,

[SEAL] (0 M i DYoot
A let e 1 )i gdads g
Secretary
07.19.06
582180.00003
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

SECOND SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO PRINCIPAL
AMOUNTS, DATES, MATURITY DATES, REDEMPTION PROVISIONS,
INTEREST RATES, INTEREST AND PRINCIPAL PAYMENT DATES,
SALE PRICES AND OTHER TERMS OF THE WATER REVENUE
BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), AND THE WATER REVENUE BONDS, SERIES 2006
B (WEST VIRGINIA INFRASTRUCTURE FUND), OF MCDOWELL
COUNTY PUBLIC SERVICE DISTRICT AND MAKING OTHER
PROVISIONS AS TO THE BONDS,

WHEREAS, the Public Service Board (the "Governing Body") of McDowell County
Public Service District (the "Issuer”) has duly and officially adopted a bond resolution on July 25, 2006
(the "Bond Resolution” or the “Resolution”), entitled:

RESOLUTION AUTHORIZING THE REFUNDING OF THE
OUTSTANDING WATERWORKS SYSTEM DESIGN NOTES, SERIES
2000 A, AND THE ACQUISITION AND CONSTRUCTION OF
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING PUBLIC
WATERWORKS FACILITIES 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 $236,000 IN AGGREGATE
PRINCIPAL. AMOUNT OF WATER REVENUE BONDS, SERIES 2006 A
(UNITED STATES DEPARTMENT OF AGRICULTURE), AND NOT
MORE THAN $300,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND); PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED OWNERS OF
SUCH BONDS; AUTHORIZING EXECUTION AND DELIVERY OF ALL
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DOCUMENTS RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING A LOAN AGREEMENT
RELATING TO THE SERIES 2006 B BONDS; AUTHORIZING THE
SALE AND PROVIDING FOR THE TERMS AND PROVISIONS OF
SUCH BONDS AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

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

WHEREAS, the Bond Resolution provides for the issuance of Water Revenue Bonds,
Series 2006 A (United States Department of Agriculture) and Water Revenue Bonds, Series 2006 B
(West Virginia Infrastructure Fund), of the Issuer (collectively, the "Bonds” and individually, the
"*Series 2006 A Bonds and the "Series 2006 B Bonds"), in the respective aggregate principal amounts not
to exceed $236,000 and $300,000, and has authorized the execution and delivery of the loan agreement
relating to the Series 2006 B Bonds, including all schedules and exhibits attached thereto, by and between
the Issuer and the West Virginia Water Development Authority (the "Authority"), on behalf of the West
Virginia Infrastructure and Jobs Development Council (the “Council”) {the “Loan Agreement”), all in
accordance with Chapter 16, Article 13A, and Chapter 31, Article I5A of the West Virginia Code of 1931,
as amended (collectively, the "Act"); and in the Bond Resolution it is provided that the form of the Loan
Agreement and the exact principal amounts, dates, maturity dates, redemption provisions, interest rates,
interest and principal payment dates, sale prices and other terms of the Bonds should be established by a
supplemental resolution pertaining to the Bonds; and that other matters relating to the Bonds be herein
provided for;

WHEREAS, the Governing Body deems it essential and desirable that this second
supplemental resolution (the "Second Supplemental Resolution”) be adopted.

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

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

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

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

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

Adopted this 11" day of January, 2007

MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

By: OUULM g[ th.&ﬂ
[ts: @élrmm/ / f'
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CERTIFICATION

Certified a true copy of a Second Supplemental Resolution duly adopted
by MCDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 11* day of
January, 2007

Dated:.gh' M liﬁjﬁe H , 2007

[SEAL] _ -/
_J u’n’/}r‘bb’%@ fjﬂﬂ/( FHAin
Secretary

01.09.07
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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 $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

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 polirical
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 mainain cerwin additional public
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service properties consisting of additions, improvements and exteasions to such exisung
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be
owned and operated by the [ssuer.

E. 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 facilicies 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, 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 [ssuer. 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 ail funds and accounts and other payments provided for herein.

D. The estimated maximum cost of the acquisition and construction of the
Project is $515,000, of which §145,000 will be obtained from the proceeds of sale of the
Series 2001 A Bonds herein Huthorized, approximately $370,000 will be obtained from a
grant from the Purchaser, approximately $129.000 will be obtained from a supplemental
grant from the Purchaser, and approximately $37,098 will be obtained from a grant from the
West Virginia Infrastructure and Jobs Development Council.

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 improﬁ'ements and extensions thereto; interest
on the Series 2001 A Bonds prior to, during and for six months after completion of such
acquisition and consiruction 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 feastbility
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

CcH313401%1.1



CE3

30

1

of the properties and the placement of same in operation; provided that, reimbursernent to the
Issuer for any amourts expended by it for the repayment of indebtedness incurred for costs
of the Project by the Issuer shali 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 ourstanding obligations of the Issuer which will rank on a
parity with the Series 2001 A Bonds as to liens, pledge and source of and securicy 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 "): (ii) Water Revenue Bond,
Series 1995, dated September 26, 1995, issued in the original aggregate principal amount of
$500,000 (the "Series 1995 Bond™); (iti) Water Revenue Bond, Series 1997 A, dated October
15, 1997, issued in the original aggregate principal amount of $350,000 (the "Series 1957 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, 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 ‘X ‘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"}).

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.  Itis 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 Leters of Conditions, dated
July 7, 1998, and all amendments thereto, if any (collectively, the "Letter of Conditions").

L The Issuer has‘f,‘cw:@mplied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
Series 2001 A Bonds, or will have so complied prior to issuance of the Series 2001 A Bonds,
including, among other things and without limitation, obtaining a ceriificate 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 Legistation Constitutes Contract. In consideration of
the acceptance of the Series 2001 A Bonds by those who shall be the Registered Owner of
the same from time to time, this Resolution (the "Bond Legislation") shall be deemed to be
and shall constitute a contract between the Issuer and such Registered Owner, and the
covenants and agreements set forth herein to be performed by the Issuer shall be for the
benefit, protection and security of the Registered Owner of the Series 2001 A Bonds.

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

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

"Bond Legislation” means this Resolution and all resolutions supptemental
nereto and amendatory hereof.

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

"Bonds" means, c_oIIectively, the Series 2001 A Bonds and the Prior Bonds.

"Chairman" means the Chairman of the Governing Body.

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

"Consuliing Engineer” means Stafford Consultants, Incorporated, Princeton,
West Virginia, or any qualified engineer or firm of engineers which shall at any time
nereafter 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.
b
"Facilities” or "waterworks facilities” means all the tangible properties of the
Systern and also any tangible properties which may hereafter be added to the System by
additions, betterments, extensions and improvements thereto and properties, furniture,
fixtures or equipment theretor, hereafter at any time constructed or acquired.
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"FDIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year” means each i2-month period beginning on July 1 and ending on
the succeeding June 30.

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

"Goverament 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.

"Igsuer,” "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 McDowelt County, West Virginia, and includes the Governing
Body.

"] etter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated July 7, 1998, 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 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.

"Qperating Expénses " means the current expenses, paid or accrued, of operation
and maintenance of the Project and the System and its facilities, and includes, without
limiting the generality of the foregoing, insurance premiums, salaries, wages and
administrative expenses of the Issuer relating and chargeable solely to the Project and the
System, the accumulation of appropriate reserves for charges not annually recurrent but
which are such as may reasonably be expected to be incurred, and such other reasonable
operating costs as are normally and regularly included under recognized accounting principles
and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses stated
above for the current year as working capital, and language herein requiring payment of
Operating Expenses means also retention of not to exceed such sum as working capital;
provided that, all monthly amortization payments upon the Bonds and into all funds and
accounts have been made to the last monthly payment date prior to the date of such retention.
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*Prior Bonds” means, collectively, the Water Revenue Bond, Series 1993, the
Water Revenue Bond, Series 1993, 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” 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 COUpOnSs stripped
from Governmént 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 Meuopolitan Area
Transit Authority; :

(d) Any bdﬁd';;\debenmre, 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 certficates 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 2 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 acCOUIs;

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

(¢) Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or 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 ageat must have)
possession of such collateral, and such collateral must be free of
all claims by third parties;

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

) Obligations of States or political_subdivisions or
agencies thereof, Lhé:;_i;;terest 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. o



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

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

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

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

"Saries 2001 A Bonds" means the Water Revenue Bonds, Series 2001 A (United
States Department of Agriculmre), 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, ferninine 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 $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 Artcle IV hereof.
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ARTICLE 11

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 2001 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2001 A (United States Deparmnent 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 shail 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 portien thereof, at the oprion of the Issuer, and shall be payable as
provided in the respective Bond forms hereinafier set forth.

Section 3.03. . Necotiabilitv, Registration, Transfer and Exchange of
Bonds. The Series 2001 A Bonds shall be and have all the qualities and incidents of a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but
the Series 2001 A Bonds, and the right to principal of and stated interest on the Series 2001 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 2001 A Bonds for cancellation, accompanied by delivery of a wrilten instrument of
transfer, duly executed in a form acceptable t0 the Bond Registrar,

Whenever the Series 2001 A Bonds shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a new Bond or Bonds in authorized
denominations, for a like aggregate principal amount. The Bond Registrar shall require the
payment by the new Owner requesting such transfer of any tax or other governmental charge
required to be paid with respect to such transfer, but the Issuer shall pay any other expenses
incurred by the Bond Registrar wiih;;espect_ to such transfer.

No registration of tranéfé‘f 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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Section3.04. Bond Reeistrar. 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 regisiration
and transfer of the Series 2001 A Bonds, and, upen 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 1o 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, 2 partnership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federal employer identification number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
information as may be required by law. The Series 2001 A Bonds shall initially be fully
registered as to both principal and interest in the name of the United States of America. So
long as the Series 2001 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, St. Louis, Missouri 63103, ot such other address as shal! be stated
in writing to the Issuer by the 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, although at the date of such Bonds such person may not have held such office or may
not have been so authorized.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case the
Series 2001 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may
in its discretion issue and deliver.a new Bond of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchan"gggland 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
Revenues derived from the System in an amount sufficient to pay the principal of and interest
on the Series 2001 A Bonds and the Prior Bonds, and to make the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 2001 A Bonds and the Prior Bonds as the same become due.

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

issuance thereof:
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

$145,0C0

No. AR-1 Date:

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower") promises to pay 10 the order of the United States of
America (the "Government"), oI iis 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 (3___
), 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 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 Bend shall be
applied first to interest computed to the effective date of the payment and then to principal.

Prepayments of schéfiu};d 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 installmenss last to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining installments as scheduled herein.



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

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government o
the holder prompily 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, excep! 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
OT 1o 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 nesds 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 improvenients 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 flo_nd 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 transter 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 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 2 loan from a responsible cooperative or private credit source at reasonabie rates and
tecms 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 o the Consolidated Farmers Home Rural Development Act. This Bond
shall be subject to the present regulations of the Government and to its furure 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 Box436]
Welch, West Virginia 24301
ATTEST:

Sacretary/Treasurer
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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
PIrEMISES.

Dated: ,

In the presence of:




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 Bark 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.

Section 4.02. 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 11993 Bonds . Reserve Account ({established by the Prior
Resolutiotis 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.
Coliectively, the reserve accounts for the Prior Bonds shall be referred to as the "Prior Bonds

Reserve Accounts.”



Section 4.03. Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 2001 A Bonds shall be deposited upon receipt by the Issuer
in the Project Construction Account. The moneys in the Project Construction Account in
excess of the amount insured by FDIC shall be secured at all times by the Depository Bank
by securities oI 10 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 o pay the cost -
of acquisition and construction of the Project upon vouchers and other documentatomn
approved by the Purchaser. '

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Coustruction Account and pay to the Purchaser on or
before the due date, such surs as shall be from time to time required to make the monthly
installments on the Series 2001 A Bonds if there are not sutficient Net Revenues to make such

menthly payment.

Pending application as provided in this Section 4.02, money and funds ia 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 Investmens.

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

Section 4.04. = Covenants of the Issuerasto Svystern 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 sui 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, 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 fufids 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 il 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 Revemue Furd 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.

" (3y. The Issuer shall next, on the first day
of each month, transfer from the Revenue Fund and
sirmultanecusly remit to the Commission (1) for
deposit into the respectve 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 éiid;,i_nterest on the Series 2001 A Bonds
to the Nadongl. 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
Resarve has been accumulated in the Series 2001 A
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Bonds Reserve Account, all earnings of invesanents
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 (i) 0.4167% of the
Minimum Reserve, until the amount in the
Series 2001 A Bonds Reserve Account equals the
Minimum Reserve, and thereafter, 0.8334% of the
Minimuem 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 Boods Reserve Account in
accordance with Section 4.03B(3)(ii) above, or a
withdrawat of funds from the Series 2001 A Bonds
Reserve Account is made, payment of Revenues
into the Depreciation Reserve as provided in this -
Section 4.03B(4)(ii) shall not be made, but instead
Revenues shall be applied to the replenishment of
the Series 2001 A Bonds Reserve Account until
such deficiency is cured, at which time payments
into the Depreciation Reserve as provided in this

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

Depreciation Reserve shall be used first to make up
any 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
gext to restore to the Prior Bonds Reserve Accounts

‘and the Series 2001 A Bonds Reserve Account any

sum or sums transferred therefrom, all on a pro rata
basis. Thereafter, and provided that paymenis are
current and in accordance with the foregoing
provisions, moneys in the Depreciadon Reserve
may be withdrawn by the Issuer and used for
replacements, tepairs, Improvements ot extensions
to the Systermn..- ;' '
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(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 ("Surpius
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 full, it shall be the mandatory duty of the Issuer, anything to the -
contrary herein notwithstanding, to prepay the Series 2001 A Bonds at the earliest practical
date and in accordance with applicable provisions hereof.

The Comrmission is hereby designated as the Fiscal Agent for the administration
of the Series 2001 A Bonds Reserve Account as herein provided, and all amounts required
for the Series 2001 A Bonds Reserve Accounts will be deposited therein by the Issuer upon
transfers of funds from the Revenue Fund at the times provided herein. If required by the
Purchaser at anytime, the Issuer shall make the necessary arrangements whereby required
payments into said account shall be automatically debited from the Revenue Fund and
electronically transferred to the Commission on the dates required hereunder.

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

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

The Revenue Fund, the Series 2001 A Bonds Reserve Account and the
Depreciation Reserve shall consttrie trust funds and shall be used only for the purposes and
in the order provided herein, and until so used, the Purchaser shall have a lien thereon for
further securing payment of the Series 2001 A Bonds and the interest thereon.

If on any payment déft_cf;;he Revenues are insufficient to make the payments and
ransfers as hereinabove provided, the deficiency shall be made up in the subsequent
payments and transfers in addition to those which wouid otherwise be required to be made
on the subsequent payment dates. - T
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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 Qutstanding.

Subject to the Prior Resolutions, the Commission and the Depository Baak, at
the direction of the Issuer, shall keep the moneys in the Series 2001 A Bonds Reserve
Account and the Depreciaton Reserve invested and reinvested to the fullest extent possible
in accordance with applicable law, and to the extent practicable, in Quatified Investmments -
having maturities consonant with the required use thereof. Investments in any fund or 2
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 Minimum
Reserve is on deposit and maintained therein, shall be returned not less than once each year,
by the Commission to the Issuer, to be deposited in the Revenue Fund.

C. CHANGE OF DEPOSITORY BANK. Tbe 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
detivery 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 the requirements and
conditions of the Purchaser.

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

CH384011.1
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F. INVESTMENT OF EXCESS BALANCES. The
moneys in excess of the sum insured by FDIC in amy of such
funds or accounts shall at all times be secured, to the full extent
thereof in excess of such insured sur, by Qualified Investments
as shall be eligible as security for deposits of state and municipal *
funds under the laws of the State of West Virginta.

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

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

L RESERVE FUNDS. Pursuant to the Supplemental
Resolution adopted as of the date hereof, the Issuer agrees thacon
the date set forth in the Supplemental Resolution, moueys in the
Prior Bonds Reserve Accounts shall be transferred from the
Depository Baok 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
accordance with the Prior Resolutions and as stated herein, except
that such payments shall be made to the Commission rather than
to the Depository Baak. - |

Section 4.05.  Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 2001 A Bonds, the Issuer may issue and sell its interim construction notes inan

~ 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 ot 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 2001 A Bonds or the Grants. The Notes do not
and shall not constinute an indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions. The general funds of the Issuer are pot liable, and neither the fuil
faith and credit nor the taxing power of the Issuer, if anyTs pledged for the payment of the

Cc¥384011.1



Notes. The Holders of the Notes shall never have the right to compel the forfeimre of any
property of the Isszer. The Notes shall not be a debt of the Issuer, nor a legal or equitable.
pledge, charge, lien or encurmbrance upon agy property of the Issuer or upon any of its
incorme, receipts or revenues except as set forth herein.

Cx%334011.1
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ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2001 A Boads
shall be outstanding and unpaid, or urtil there shall have been set apart in the Series 2001 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 2001 A -
Bonds remaining unpaid, together with interest accrued and to accrue thereon to the date of ~
prepayment, the covenants and agreements contained herein shall be and coanstitute 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 debr service on the Series 2001 A Bonds and the Prior Bouds and sufficient to make
the paymeunts 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 0 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 disposidon of the proceeds of any such sale.

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

Section 5.03. 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, Lichtning, 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 therzof. In the event of any damage to or
destruction of any portion of the System, the Isster will promptly
arrange for the applicaton of the insurance proceads for the




repair or reconsauction of such damaged or destroyed portion.
The Issuer will itself, or will require each contractor and
subeontractor 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 lnsurance, 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 operadion of vehicles, such imsurance o 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 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
comruencement 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. N

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



()  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 reveoues
or other funds of the Issuer in an amount at least equal to the total
funds in the custody of amy such person at any one time, and
ipitially 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 liew of and
notwithstanding the foregoing provisions of this Secton, during
construction of the Project and so long as the Series 2001 A
Bonds are outstanding, the Issuer will carry insurance and bonds
or cause insurance and bonds to be carried for the protection of
the Issuer, and during such construction will require each
contractor and subcontractor to carry insurance, of such types and
in such amounts as the Purchaser may specify, with msurance
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 stattory mortgage Jien 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
amortizagon installment upon the Series 2001 A Bonds at the date
specified for payment thereof; and

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

law. S
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 appropriaie action in any court of competent jurisdiction, either for
the specific performance of any covenant ot agresment, Or execution of any power, or for
the enforcement of any proper legal or equitable remedy as shall be deemed most effectual

to protect acd 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 io
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; Budeet. 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 maiatenance 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
expendimures for operation and maintenance expenses of the System in excess of the Annual
Budget shall be made during such Fiscal Year unless unanimously authiorized 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 to Proceed and Complete. The Issuer hereby
covenanis to proceed as promptly a5 ‘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. ' T
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Section 5.12. Books and Records; Audits. The Issuer will keep books and
records of the System, which shall be separaie 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 andit report to the Purchaser. The Issuer shall -
further comply with the Act with respect 10 such books, records and accounts. i

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 soO long as the Series 2001 A Bonds are

outstanding.

Section 5.14. No Competition. To the extent legally allowable, the Issuer.
will not permit competition with the System within its boundaries or within the territory
served by it and witl 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 instrumentalicy 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.

C#334011.1



ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The
imitial 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 Wwith 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 [ssuer, 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.

CH3B40L1l.1
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ARTICLE VII

- MISCELLANEOQOUS

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

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

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

the Governing Body are hereby authorized and directed to cause the Series 2001 A Bonds,
hereby awarded to the Purchaser pursuact 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 €Xpress
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. Tablé -of Contents ggg Headines. 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 conpection 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.

33



Adopted this 21st day of February, 2001.
McDOWELL COUNTY PUBLIC SERVICE DISTRICT

s 7 D%ZW,O

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 DISTRIECT on the 21st day of February,

2001.

Dated: February 23, 20C1.

(SEAL] | R W
el
Wﬂary/ Treasurer / '

02/06/01
582130/9%002
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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 7
(United States Department of Agriculture)

and

Water Revenue Bond, Series _1997‘ A -
(United States Department of Agriculture)

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

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

and

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

SUPPLEMENTAL RESQLUTION

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 1995 C
BONDS AND AMENDMENT OF PRIOR RESOLUTIONSTO
EFFECT SUCH TRANSEER | '

]
[
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WHEREAS, the McDowell County Public Service District (the "Issuer™) has

_ previously issued its: (i) Warer 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 1993 Bond"), (iii) Water Revenue Bond, Series
1997 A. dated October 13, 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 "y, and held by the
United States Department of Agriculture (the "Purchaser”);

WHEREAS, the Series 1995 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 pay ment 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 Issuer transfer the monies in

the Prior Bonds Reserve Accounts from the Depository Bank to the West Virginia Municipal

Bond Commission (the "Commission"};

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 [ssuer; and

WHEREAS, the Go"%_g;ning Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution") be adopted,

NOW, THEREFORE, BE IT RESOLVED BY THE GOYERNING BODY OF
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT: -

CH4308%7.1



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 19935 Bond Reserve Account, the Series 1997
A Bond Reserve Account, the Series 1999 A Bounds 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 shali, on the first day of each month (if the first day isnota
business day, then the first business day of each month), deposit with the Commission the
required reserve account payments with respect 0 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 1995 C Bonds and all such payments shall be remitied to the Commission with
appropriate instructions as to the custody, use and application thereof consistent with the
provisions of this Bond Legislation.

D. Moneyé m 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.

E. 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 Comumission then due.

G.  All remitrances made by the Issuer to the Commission or the Depository
Bank shall clearly idemify the fund__.}g‘r account into which each amount is to be deposited.

Sectipn2. The Prior '-quds 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, ‘

CH1310897.1



Section 3.  This Suﬁp[emental Resolution shall be effective immediately

following adoption hereof.

Adopied this 21st day of February, 2001.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

Mdﬂfmlﬂ

Chairman d
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" 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] ' | ' . E%///
‘ el /] W

Secr
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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 5360,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1599 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. Authoritv 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 Yirginia ii" KeDowell County of said State, duly created . -
pursuant to the Act by The County-Commission of McDewell County.

Section 1.02. Findings and Determinations. It is hereby found,
determined and declarad as follows: - e

A.  The Issuer currently owns and operates a public waterworks systerm and

desiras to finance znd acquire, consiruct, Opeérate and maintzin ceriain addidenal 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.

E. 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 far 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
Saries 1999 A Bonds herein authorized, $340,000 will be obtained from a grant from the
Purchaser, $353,000 will be obtained from 2 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 amournt
of $360,000 (the "Series 1999 A Bonds™), to finance a portion of the cost of such acquisition
and constructicn in the manner_gereinaﬁef"'ﬁmdcd. 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 arid 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; othar expenses necessary or incident to detarmining the feasibility

rTIInaea :
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of the Project, administrative expense, and such other expenses as may be
ident 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} .

or pratticability
necessary or inc

F.  The period of usefulness of the Sysiem after completion of the Project
is not less than 4Q years.

G. There are ousianding 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: (1) Water Revenue Bond, Series 1993, dated June 23, 1993, issued in the original
aggregate principal amount of $818,000 (the "Series 1993 Bonds"); (if) 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 griginal 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., Ttisin the Bcst interest of the Issuer that the Series 1999 A Bonds be sold
isions of the Letters of Conditions, dated

to the Purchaser, pursuant to the terms and prov
the "Letter of Conditions™).

July 7, 1998, and all amendments thereto, if any (collectively,

L The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and canstruction 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 the filancing 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 hdve expired or shall have been duly waived or otherwise provided for.

Secrion 1.03. Bond Legislhtion Constitutes Contract. In consideration of
the acceptance of the Series 1999 A Bonds by those who shall be the Registered Owner of
the "Bond Legislation"”) shall be desmed ta be

te same from time to time, this Resolurien (
gistered Owner, and the

and shall constitute a contract between the Issuer and such Re



-cov.eﬂants 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 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 suppiemental

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 Bedy.

_ "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 Eagineer for the System.

"Depository Bank" means Ameribank, War, West Virginia, a bank or trust

‘company which is a member of FDIC (he rein defined), and its successors and assigns.

"Eacilities” or "waterworks facilitics” 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—m2£t§'£§riod beginning on July 1 and ending on
the succeeding June 30. e .

b

"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 guarantesd by, the United States of America.

"Grants” means, collectively, all grants commiczd for the Project.



' nHerein” or "herein” means in this Bond Legislation.

»Issuer,” "Borrower" or "District” means McDaowell COU.IIT.Y 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.
"1 etter of Conditions™ means, éollectiveiy, 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 amournt
of principal and interest which will becore 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.

-System, the accumulation of appropriate [eseTves

"Operating Expenses” mearns the current expenses, paid or accrued, of operation
and maintenance of the Prcject and the System and its facilities, and includes, without
limiting the generalicy of the foregoing, insurance premiwms, salaries, wages and

administrative expenses of the Issuer relating and chargeable solely to the Project and the
for charges not annually recurrent but

which are such as may reasonably be expected to be incurred, and such other reasonable -

operating costs asare normally and regularly included under reco gnized 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 warking capital;
provided that, all monthly amortization payments upon the Bonds and into all funds and
accounts have been made to the last monchly 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, collé:crﬁ"éiy,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 meé.ning stated in Secticn 1.02B above.



o »purchaser” or "Government” means United States Department of Agriculture,
Rural Utilitles Service, and amy successor thereof, acting for and on behalf of the

United States of America.

"Qualified Invesunents” means and includes any of the following, to the extent
- such investrnents are permitted by law:

(a) Government Obligations;

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

() Bonds, debentures, notes or other evidences of
indebtedness issued by any of the following agencies: Barnks for
Cooperatives; Federal Intermediate Credit Barks; Federa! 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 Govermment
Obligations, provided, that s2id @oVernment Obligations pledged
either must mature as-nearly as practicable coincident with the
maturity of said time accounts or must be replaced or-Lwcreased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;



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

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

. members of FDIC or with government bond dealers recognized
as primary dealers by the Federa! 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 rmust have)
possession of such collatf-:_ral, 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 Invesmment 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 axcluded 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," "Bondhoider,” "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
2 e .

Legislation.

LI
*Gross Revenues” means all rates, tents, fees, charges or other
to the Issuer, or any deparunent, board, agency
d operation of the System,-from
in accordance wiih sound

"Revenues” or
income received by the Issuer, or accrued
or instrumentality thereof in control of the management an
the operation of the System, and zll parts thereof, all as calculated

accounting practices.



] "Secrémry/’l' reasurer” means the Secretary/Treasurer of the Govemning Body.

*Series 1999 A Bonds" means the Water Revenue Bonds, Series 1999 A (United
States Department of Agriculmre), 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 Systern
in order to cormect thereto.

Words importing singular number shall include the plural mumber 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
westation of the Bonds or any certificate or other document by
reasurer shall mean that such Bonds, certificate or other
Acting Chairman or Acting Secretary/Treasurer.

requirement for execution or a
the Chairman or the Secretary/T
document may be executed or attested by an




ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

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

AITTrACNO T



' . 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, Serfes 1999 A (United States Deparment 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 asa 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 pame it is -

r by attorney duly authorized in writing, vpon surrender of the

registered, in person 0
ry of a written instrument of

Series 1999 A Bonds for cancellation, accompanied by delive
- 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 wyt The Bond Registrar shall reguire the
payment by the new owner requesting such transfer of any tax or other governmental charge
required ta be paid with respect to stich 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 afier the 15th day next preceding any installment payment date on the Series 1999 A

Bonds.



-~

J Saction 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 tooks for the registration
and transfer of the Series 1999 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regularions 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 aumber of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federal employer identification number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
information as may be required by law. The Series 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 3.03. 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
In case any one or more of the officers whao

thereto and attested by the Secretary/Treasurer.

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
h at the date of such Bonds such person may not have held such office or may

Issuer, althoug
not have been so authorized.

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

Series 1999 A Bonds shall become mutilated ot 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 substirution for such mutilated Bonds or in lieu of
the holder's furnishing the

and substitution for the Bonds destroyed, stolen or lost, and upon

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
cancelad and held for the account of the Issuer. If the Series 1999 A Bonds shall have



matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond Be destroyed, stolen or lost, without surrender thereof.

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 perity 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 tiie 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 permited
hereby or by any resolution adopted after the date of adoption hereof and prior to the

issuance thereof:



(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

$360,000

Date:

No. AR-1

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 DOLLARS
($360,000), plus intersst 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 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 effeceivedate of the payment and then to principal.
Prepajments of schediilcd installments, or any portion thereof, may be made
at any time at the option of Borrawer, . Refunds and extra payments, as defined in the
reguiations 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.

P RNV Y ]



-Government without demand. Borrower agrees to use the loan eviden

' If the Govermment at any -time assigns this Bond and insures the payment
thereof, Borrower shall continue td make payments tc the Govermument as collectcn agent for

the holder.

While this Bond is held by an insured lender, prephyrilents as above authorized
made by Borrower may, at the option of the Government, be remitted by the Govermument to
the holder promptly or, except for final paymeat, 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 rerained and
remitied by the Government on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Govermment remits the payment to the holder.
The effective date of 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 {0 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 cpticn 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 iramediately due and payable by Borrower to the
ced 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
for the purpose of providing funds for financing costs
of additions, extensions and improvements @ the waterworks system (the "System") of the
Borrower, is payable solely from the revenues (o 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 manoer constitute an indebtedness
of the Borrower within the meaning of any cotmstifitional or statutory provision or limitation.

Registration of this E’:dnd is trapsierable 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

if any, provided in the herein defined -Resolution and upon surrender an
of authorized

which may be issued and outstanding

charges,
cancellation of this Bond. Upon such transfer a new Bond or Bonds,



denorhination or denominations, for the like principal amount, will be issued to the transferae -

in exchange herefor.

This Bond, under the provisions of the Act, is and has ail 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 undér and in full cornpliance with the Constimution
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
in 2 loan from a responsible cooperative or private credit source at reasenable rates and
ses and periods of time, Borrower will, at the Government's
repay the Government.

obta
terms for loans for similar purpo
request, apply for and accept such loan in sufflcient amount to

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 Gavermment and to its future regulations not

inconsistent with the express provisions hereof.

THIS BOND I§',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 EOND, SERIES 1995; AND
(3) WATER REVENUE BOND, SERIES 1997 A, 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 writien.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]
Chairman, Public Service Board
HC 31 Box 436]
Welch, West Virginia 24301
ATTEST:

Secretary/Treasurer, Public Service Board



RECORD OF ADVANCES

_AMOUNT DATE AMOUNT DATE

(n__$ (19) $
2 _$ 20y $
(3 S 2n_$
(4 8 (22) S
(5) 3 23) $
6 _$ 24 S
(h__$ 25) §
(8 § 26) _$
(9 3 27y 5 .
(o8 (28) _$
(1 _$ 29 $
(12) S (30) _$
13 _ GBD) S
(14) $ (32) _$
(15) S (33 $
(16) _$ (B4) S
(17) S (35 8
(18 _$ (36) $

$

TOTAL




ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, '-as.s'igns, and transfers unto

the within Bond and does hereby irrevocably constiute 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:




' ARTICLE IV

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

Section 4.01. Es:ablishment 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 Bark, separate and
apart from all other funds or accounts of the Depasitory Bank and from each other:

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

(2)  Series 19593, 1995 and 1997 A Bands 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 Caonstruction Account.

Section 4.02. - Bond Proceeds; Project Construction Account. The
praceeds 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 3 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. o

_ Until completion of a:cquisition and construction of the Project, the Issuer will
additionally transfer from the Projcgt"‘(:_onrstruc.tion 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.



. Pending application as provided in this Section 4.02, rhoney 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 ha.s 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 accrued 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 Resclutions.

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 prioriry, 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 menth, on
or before the due date=8f~ payment of ecach
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 or



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 (1) for deposit into the
Series 1993, 1995 and 1997 A Bonds Reserve
Account, the amount required by the Prior
Resolutions; and (ii) for deposit 1nto the
Series 1999 A Bonds Reserve Account, 0.4167% of
the Minimum Reserve, until the amount in the
Series 1999 A Bonds Reserve Accoumt equals the
Minimum Reserve. Moneys in the Series 1999 A
Bonds Reserve Account shall be used soiely 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 o1
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; #fid (ii) 0.4167% of the
Mimimum Reserve, until the amount in the
Series 1959 A Bonds Reserve Account equals the
Minimum Resetve, 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 10 fund the
Series 1599 A Bonds Reserve Account In



accordance with Section 4.03B(3)(ii) above, or a
withdrawal of funds from the Series 1999 A Bonds
Reserve Account is made, payment of Revenues
into the Depreciaticn Reserve as provided in this
Section 4.03B(4)(ii) shall not be made, but instead
Revenues shall be applied to the rezienishment of
the Series 1699 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 SWn Or SUImsS
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,
repai;s, imprdveme_nts or extensions to the System.

L tS) After all the foregoing provisions for
use of moreys 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 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



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 remited for deposit into each

such fund.

The Revenue Fund, the Reserve Fund and the Depreciation
Reserve shall consticate trust funds and shall be used only for the
purpeses and in the order provided herein, and until so used, the
Purchaser shall have a lien thereon for further securing payment
of the Series 1599 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 amounis then

Ousstanding.

Subject to the Prior Resolutions, the Depository Bank, at
the direction gf-ihc Issuer, shall keep the moneys in the Reserve
Furd 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 Legistation 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 iriterest accruing thereon and any profit or
Joss 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 of trust compacy 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. Uponany 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 uvpon 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 Bark such additional
sums as shall be necessary to pay the charges and fees of the
Depository Bank then due. :

F. 'IN}[ESTMENT 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 Investnents
as shall be eligible as securiry 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 REVENU'ES., The Gross Revenues of the
System shall only be. used for piitposes of the Syster.

Section 4.04. Interim Consuaction 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
aggrezate principal amount not to exceed $360,000 (the "Notes™). The Notes shall be in the
form of a line of credit from 2 commercial bank or other lender, and the Issuer is hereby
authorized to enter ino the cradit agreement with such cormmercial 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 b2 subject to such prepayment or redemgtion, 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 Halders of the Notes shall never have the right to compel the forfeiture of any

otes shall not be a debt of the Issuer, nor a legal or equitable

property of the Issuer. The N
pledge, charge, lien or encumbrance upen any property of the Issuer or upon any of its

income, receipts or Tevenues except as set forth herein.



. ~ ARTICLEV

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 1995 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 nat less 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 ali the necessary eXpenses of
operating and maintaining the System during such Fiscal Year and such rates, fees and other
charges shall not be reduced so as to be insufficient to provide adequate Revenues for such

purposes.

Section 5.03. Sale of the System. The System will not be soid without
the prior written consent of the Purchaser so long as the Series 1999 A Bonds are -
outstanding. Such consent'will pravide 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 5.03. Insurance and Bonds. The Issuer hereby covenants and
an expense of construction, operation and maintenance of the System,
mainiain, so long as the Series 1999 A Bornds remain owtstanding,
utable insurance carrier or carriers covering the following risks and in

agrees that it will, as
procure, Carry and
insurance with a rep

the following amounts: L

(a) Fire, Lightning, Yandalism, Malicious Mischief and
Extended Coverage Insurance, to be procured upon «<Ceptance of
any part of the Project from the contractor, and immediately upon
any portion of the System now in use, on all above-ground
structures of the System and mechanical and electrical equipment
in place or stored on the site in an amount equal to the full
insurable value thereof. In the event of any damage to or




destruction of any portion of the System, the Issuer will promptly
arrange for the application of the insurance proceeds for the
repair or reconstruction of such damaged or destroyed portion.
The Issuer will itself, or will require each coniractor 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)  ¥ehicular 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 benefic of the Issuer, with
limits of not less than $500,000 for one or more persols 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 znd 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°3°39. Workers' compensation
coverage shall be maijntained as required by the laws of the State

of West Virginia.

(&)  Flood Insurance to pe procured, to the extent
availzble 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) Fidelicy 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 Consiruction Account is concerned so long as checks
thereon require the signature of a representative of the Purchaser.

(g} Provided, however, and in leu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 1999 A
Bonds are outstanding, the Issuer will carty insurance and bonds
or cause insurance and bonds to be carried for the protection of
the Issuer, and during such comstruction will require each
contractor and subcontractor to carry insurance, of such rypes and
in such amounts as the Purchaser may specify, with insurance
carriers or bonding companies acceptable to the Purchaser.
Section 5.06. -~ Statutory Morigage 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.

Saction 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
amartization installment upon the Series 1999 A Bonds at the date

specified for payment thereof; and .

(6)  Failure toduly and punctually observe or perform
any of the covenants, conditions and agreernents 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.



' 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, ot ex;cu;ion 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,
appoirx a receiver for the affairs of the Issuer and the Systern. The receiver so appointed
shall administer the System on behalf of the Issuer, shall exsrcise all the rights and powers
of the Issuer with respect to the System, shall proceed under the direction of the court ©
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 manuer as the court may direct.

Section 5.09. Fiscal Year; Budget. While the Series 1999 A Bonds are
outstanding and unpaid and to the extent not now prohibited by taw, the System shall be
d on a Fiscal Year basis commencing on July 1 of each year and
June 30, which period shall also constitute the budget year for the
f 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.

operated and maintaine
ending on the following
operation and mainterance g

If for any _reas_b_n the Issuer shall not have adopted the Annual Budget before the

r, it shall adopt a Budget of Current Expenses from month to month

1st day of any Fiscal Yea
y budget

until the adoption of the Annual Budget; provided, however, that no such monthl
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 compéiFation 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 heredy
covenanis to proceed as promptly as possible with the acquisition and construction of the
reof in accordance with the plans and specifications prepared by the

Project to completion the
file with the Secretary/Treasurer on the date of adoption hereof,

Consulting Engineer on
subject to permitted changes.

Section 5.12. Books and Records; Audits. The Issuer will keep books and
records of the System, which shal be separate and apart from all other books, records and
accounts of the Issuer, in which complete and corzect entries shall be made of all transactions
relating to the System, ard 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 o such books, records and accounts.

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

e, in an economical and efficient manner, and maintain the System as a
ng as the Series 1999 A Bonds are

continuously operat
revenue-producing utility as herein provided so lo

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 g;aht or cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, flrm, 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.



' - ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges: Rules. A. The
inirial 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 June 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
stem nor any of the facilities; and in the event that the Issuer or any
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.

any nature by the Sy
department, agency,

E.  The Issuer may require any applicant for any service by the System to
deposir 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 ot accept payment of any

ustomer served ‘with water and sewer services by the Issuer without

water bill from a ¢
mer for the same premises.

payment at the same time of a sewer bill awed by such custo



' ' " ARTICLE VII

MISCELLANEQUS

Section 7.01. Pavment 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 stiputated therein and in this Bond
Legisiation, then with respect (o 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 Serles 1999 A
Bonds, shall thereupon cease, terminate and become vaid 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-agresment, 0 be delivered to the
Purchaser as s00n 25 the Purchaser will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements ,o}r.,'provi'sio'm hereof shou!d be held contrary to any Express
provision of law or contrary t 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 shali be aull and void and shall be deemed severable
from the remaining covenants, agreements ot provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 1999 A Bonds.

Section7.05. Conflicting Provisigns Renealed. The Prior Resolutions and

ALl
all parts thereof nat 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, Héreby repealed; provided that this Section shall
not be applicable to the Loan Resalution (Form FmHA 442-47).

Section 7.06. Tébié‘ﬁ Contents and Headings. The Table of Contents
and headings of the articles, sections ‘and subsections hereof are for convenience orly and
shall neither control nor affect in any way the meaning or construction of any of the

provisions hereof.




' Section7.07. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to happen, to be performed or
10 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 Siatz of West Virginia
applicable thereto; and that the Chairman, Secretary/Treasurer and memtears of the
Governing Body were at all times when any actions in connection with this Resolution
re duly in office and duly qualified for such office.

occurred and a

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

| \bm 2. Sl
Chamn\g}n f/

R b/

Member

Member



K CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT od the 16th day of June, 1996,

Dated: June 21, 1995, ,

wo Ny

ecretary/Treasurer

03/23/99 . b
582180/93001
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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 $870,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1939 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 .

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

ARTICLE]

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority: ferFhis Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 1921,
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 Virgiﬁia in McDowell County of said State, duly created
pursuant to the Act by The County Commission of McDowell Counry.

CL523362.1



. Secrion 1.02. Findines and Determinations. It is hereby found,
determined and declared as follows:

A.  TheIssuer 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 all necessary
appurtenant facilities in 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 existing waterworks facilities of the Issuer,
together with the Project and any further additions, tmprovements 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 necessiry.

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 cast 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 obtainad
from grants from the Purchaser, and $3,742,400 will be obtained from funding from the
West Virginia Department of Environmental Protection, Abandon Mine Land and
Reclamation.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 1999 B (United States Dep‘}'iill:ment of Agriculrure), in the aggregate principal amount
of $870,000 (the "Series 1999 B_'.ands"), 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
herainafier provided. The cost of such acquisition and construction shall be deemad to

CL323552.1



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
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 ot
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 4Q 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 19953, dated September 26, 1993, issued in the

- original aggregate principal amount of $500,000 (the "Series 1995 Bond"); (iif) Water
Revenue Bond, Series 1997 A, dated October 13, 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 1959 A Bonds"), all held by the Purchaser (collectively, the "Prior
Bonds").. Other than the Prior Bonds, there are no other outstanding bonds or cbligations
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 corinection 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 B and
Series 1999 C Bonds be sold tothe Purchaser, pursuant to the terms and provisions of the
Letter of Conditions, dated April "4';‘51996, Amendment No. 1 to Letter of Conditions, dated
December 17, 1997, Amendment'ng, 1 to Letter of Conditions, dated May 12, 1999, and
all additional amendments therezo, if éﬁy (collecrively, 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 operaticn of the System,

CL323362.1



including, without limitation, the impositon of rates and charges, and the issuance of the
Series 1999 B Bonds and Series 1999 C Bords, 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 certificats of public convenience and necessity and approval
of the financing and necessary user rates and charges from thé 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 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 & 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 "Vmeans, collectively, the Series 1999 B Bonds, the Series 1999 C Bonds
and the Prior Bonds.

"Chairmac” means the Chairman of the Governing Body.

"Consulting Engineer" means Michael Baker, Ir., Inc., Beaver, Pennsylvania,
or any qualified engineer or firm of engineess-which shall at any time hereafter be retained
by the Issuer as Consulting Eng-i-1_1§er for the System.

"Depository Bank" '-’jhléa_n# Ameribank, War, West Virginia, a bank or trust
cornpanty which is a member of FDIC (herein defined}, and its successors and assigns.

"Facilities” or "waterworks facilities” means al! the tangible pro erties of the
=]
System and also any tangible properties which may hereafter be addad to the System by

CL323362.1
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additions, bettermenss, extensions and improvements thereto and properties, furniture,
fixtures or equipment therefor, hereafter at any time constructed or acquired.

"EDIC" means the Federal Deposit Insurance Corporarion.

"Fiscal Year" means each 12-month period beginniﬁg on July 1 and ending on
the succeeding June 30. |

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

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

"Grans" 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 corparation and a polirical subdivision of the
State of West Virginia, in McDowell County, West Virginia, and includes the Governing
Bady.

"] etter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated April 4, 1996, Amendment No. 1 t0 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. |

"M inimum Reserve” means, as of any date of calculation, the maximum amount
of principal and interest which will become due 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 deducrion 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: ‘f‘oregoing, insurance premiums, salaries, wages and
administrative expenses of the Issuer relaring and chargeable solely to the Project and the
System, the accumulation of appropriate reserves for charges nat annually recurrent but
which are such as may reasonably be'expected to be incurred, and such other reasonable
operating costs as are normally ind regularly included under recognized accounting
principles and retention of 2 sum not to exceed one-sixth of the budgeted Operating Expenses
stated above for the current yaar as working capital, and language \erain requiring payment
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. ' . . .
of Operating Expenses means also retention of not to excead 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 Re‘ve.riue'Bond, Series 1993, the
Water Revenue Bond, Series 1995, the Waper Revenue Bond, Series 1997 A and the Water
Revenue Bonds, Series 1599 A, of the Issuer described in Section 1.02G hereof.

_ "Prior Resolutions" means, collectively, the resolutions of the Issuer, adepted
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 permitied by law:

(a) Government Obligations;

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

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

(d) Any bond, debenture, rote, participation certificate
or other similar obligations issued by the Federal Narional
Morteage 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 faich and cradic
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 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 ondy
assets are investments of the type described in paragraphs (a)
through () above;

(g8)  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 investents 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 shatl have a prior perfected securiry 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 "congolidated 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, r_—fié_“ interest on which is excluded from gross
income for federal indome tax purposes, and which are rated at
Jeast "A" by Moody's Investors Service or Standard & Poor’s
Corporation. ' '



' "Registered Owner," "Bondhelder,” "Holder of the Bonds™ or any similar term
means any person who shali be the registered owner of the Bonds.

"Resolutions™ means, collectively, the Prior Re'solutions 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 deparunent, 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 sournd
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 extcnsio_ns"thefeto hereafter acquired or constructed for the System from
any sources whatscever.

_ "Tap Fees” means the fees, if any, p:iid by prospective customers of the Sysiem
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 decument by
the Chairman or the Secretary/Treasurer shall mean that such Bends, certificate or other
document may be executed or artested by an A<ting Chairman or Acting Secretary/Treasurer.
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' ARTICLE II

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acaquisition 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

Sectign 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 lssuer, 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 shail
be issued in single form, numbered BR-1, only as a fully registered Bond, and shal! 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 monthiy 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 instaliments, or any portion thereof, at the option of the
Issuer, and shall be payable as provided in the respective Bond forms hereinafter set forth.

Section 3.03. Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 1999 B Bonds and the Series 1999 C 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 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 transfaz-ef the registration thereof upon the books
required to be kept pursuant to,WSection 3.04 hereof, by the party in whose name it is
registered, in person or by attortiey duly authorized in writing, upon surrender of the
Series 1999 B Bonds and the Seriés 1999 C Bonds for cancellation, accompanied by delivery
of 2 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 executs and deliver a new Bond or
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Bonds in authorized demominations, for a like aggregate principal amount. The Bond
Registrar shall require the payment by the new owner requesting such transfer of any tax or
other governmental charge required to be paid with respect to such transfer, but the Issuer.
shall pay any other expenses incurred by the Bond Registrar with respect-to such transfer.

No registration of trans’zr 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, at its office, sufficient books for the registration
and transfer of the Series 1999 B Bonds and Series 1999 C 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 C 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 B Bonds and Series 1999 C Bonds as hereinbefore provided.

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
of the Purchaser, an individual (including joint ownership), a corporation, a partnership ot
a trust, and only upon receipt of the social security number of each individual, the federal
- employer identfication number of each corporation or partnership or the social security
numbers of the settlor and beneficiaries of each trust and the federal employer identification
number and date of each trust and the name of the trustee of each trust and/or such other.
identifying number and information as may be required by law. The Series 1999 B Bonds
and Series 1999 C 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 B Bonds and
Series 1999 C 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 B Bonds and
Series 1999 C 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 B Bonds and
‘Series 1999 C Bonds shall cease to be such officer of the Tssuer before the Series 1999 B
Bonds and Series 1999 C Bonds 5'5"\s‘igned' 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 sich 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 so authorized.

Section 3.06. Bonds Muritated, Destroved, Stolen or Lost. In case the
Series 1999 B Bonds and Series 1999 C Bonds shall become mutilated or be destroyed,
stolen or lost, the Issuer may in its discretion issue and deliver 2 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 1999 B Boads and Series 1999 C Bonds so surrendered shall be canceled and held for
the account of the Issuer. If the Series 1999 B Bonds and Series 1999 C Bonds shall have
matured or be about to mature, instead of issuing a substinute 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
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 B Bonds and Series 1999 C 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 B Bonds and Series 1999 C
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 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 issuance thereof:
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.o (FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

$870,000
No. BR-1 Date: August 11, 1999

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower") promises to pay to the arder 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 piace as the Government may hereafter designate
in writing, the principal sum of EIGHT HUNDRED SEVENTY THOUSAND DOLLARS
($870,000), 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 $3,994, 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 requesied by Borrower and approved by the
Government and intecest 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 effegsive-date of the payment and then to principal.

Prepayments of schadiled installments, or any portion thereof, may be made
at any time at the option of Borfower, Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds invoived, shall, after
payment of incerest, be applied to the installments last to become due under this Bond and
shall ot affect the obligatien of Borrower to pay the remaining installments as scheduled
herein.
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' [f 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 insered lender, prejpayh‘ients as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government
to the holder prompily or, except for final payment, be retained by the Government and
remitted to the holder on either a calendar quarter basis or an annual installmenc due date
basis. The effective date of every payment made by Borrower, except paymnents 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 comrmunity 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 casts
of additions, extensions and improvements to the waterworks system (the "System”) of the
Borrower, is payable solely from the revenues (o 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 meaaing of any constitutional or statutory provision
or limitation. N ’
Registration of thi§f,'B'.onc\I 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 definad Resolution and upen surrender and
cancellation of this BPond. Upon such transfer a new Eond or Bonds, of autharized
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denomination or denominations, for the like principat amount, will be issued to the transferee
in exchange herefor.

This Bond, under the provisions of the Act, is an_q has all the qualities and
incidents of a negotiable instrument under the Uniform Cominercial Code of the State of
West Virginia, but may cnly 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 stametes 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 Borrawer 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 tune, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bord 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
nereunto affixed or imprinted hereon and auasted by its Secretary/Treasurer, zll as of the
date hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]
Chairman, Public Service Board
HC 31 Box 4367
Welch, West Virginia 24301
ATTEST:

Secretary/Treasurer, Public Service Board
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RECORD OF ADVANCES
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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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[
aj



. (FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

7 WATER REVENUE BONDS, SERIES 1993 C
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$125,000

Na. 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 ptace 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 annur. 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 $574, covering principal and interest, thereafter on said -
corresponding day of each month, except that the final instal!ment 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 2 part hereof.

Every payment made on any Andebtedness evidenced by this Bond shall be
applied first to interest computed‘_pgthe effective date of thé payment and then to principal.

Prepayments of schédﬁlgq_ installments, or any portion thereof, may be made
at any time at the option of Borr_owéi'. 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 [ast to becorne 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 helder.

‘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 effactive 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 Governrnent 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 2 parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of addirions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable salely from the revenugs-to-be derived from the operation of the System
after there have been first paid from such revenues the reasonable current casts of operation
and maintenance of the System:” This Bond does not in any manner constitute an
indebtedness of the Borrower witﬁi‘r'i".the‘ meaning of anty constituticnal or starutory provision
or limitation. L g
Registration of this Bond is transferable by the registered owner herecf in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as 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 Resotution 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, witl be issued to the transferee
in exchange herefor.

This Bond, undsr 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 FORPAYMENT, 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 WHEREQF, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be executed by its Chairman and its corporate seal 1o be
hereunto affixed or imprinted hereon and attested by its Secretary/Treasurer, all as of the

date hercinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

Secretary/Treasurer, Public Service Board
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(Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

(8 (19)_§
2 S 20)_$§
3§ 21)_s
@ s (22). §
(5 _$ (23) s
6 3 24) 8
73 (25) _§
85 (26) 8§
(@ s 7S
(10§ (28)_$
(s 29 $
(12§ (30)_ 8
(13§ S
(14) S (32)_S
(15)_$ (33) S
(16§ (34) §
(17§ (35 s
(18) § 48y s

| TOTAL $
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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:

CLs523382.1



ARTICLE TV

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 Bark, separate and
apart from all other funds or accounts of the Depository Bark 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 Resarve Account;

(6) Projéi:t;COnstr’uctioﬁ ‘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 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 ot 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 P;qj;a:mpon youchers 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
hefore the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 1999 B Bonds and Series 1999 C Bonds if there are not sufficient
Ner Revenues to make such monthly payment.

CL5255582.1
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. Pending application as provided in this Section 4.02, meney 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 Invesanents.

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 dispesed of in accordance with the
regulations of the Purchaser.

Section 4.03. Covenants of the Issuer as to Svstem Revenues and Funds.
So long as any of the Series 1999 B Bonds and Series 1999 C Bonds shall be outstanding and
unpaid, or until there shall have been set apart in the Series 1999 B Bonds and Series 1999 C
‘Bords 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 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. DISPO'SiTION 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 Resclutions 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 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‘th.av'mt‘eres;t 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 Bends 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 to the
Depository Bank (i} for deposit into the Series 1993, 1993 and
1997 A Bonds Reserve Account and the Series 1999 A Bonds
Reserve Account, the amounts required by the Prior Resolutions;
and (ii} for deposit into the Series 1999 B Bonds and
Saries 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 Ressrve Account equals the Minimum
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_')“\ébove, 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
Saries 1999 B Bonds and Series 1995 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)(ii}
shall resume. Moneys in the Depreciation Reserve shall be used
first to make up any deficiencies for monthly payments of interest
o and principal of the Prior Bonds and the Series 1999 B Bonds
and Series 1999 C Bonds as the same become due, and nex: 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, Imoneys in the
Depreciation Reserve may be withdrawn by the Issuer and used
for replacements, repairs, improverments 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 purpbse.

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

fund.

The Reverue Fund, the Resemve~Fund and the Depreciation Reserve shall

" constitute trust funds and shail be used only for the purposes acd 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 Bot{,&ls{ and Series 1999 C Bonds and the interest thereon.

If on any payment date the Revenues are insufficient to make the payments and
transfars as hereinabove provided, the deficiency shall te 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 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 invesied and
reinvested to the fullest extent possible in accordance with applicable law, and to the extent
practicable, in Qualified Invesmments 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 originafly held, and
interest accruing thereon and any profic 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 Goverring 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 condicions of the Purchaser.

E. CHARGES-AND FEES. The Issuer shall remit from the Revenue Fund
to the Depository Bank such addiﬁiﬁnal sums as shall be necessary to pay the charges and fees
of the Depository Bank then due'l‘“‘_"f'.‘ .

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

CI5235462.1
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eligiple as security for deposits of state and municipal funds under the laws of the State of
West Virginia.

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

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

Section 4.04. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 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 $955,000 (the "Notes").
The Notes shall be in the form of a line of credit from a comrmercial bank cr other lender,
and the Issuer is hereby authorized to enter into the credit agreement with such commercial
bank or other lender. The Nctes 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 Series 1999 B Bonds and Series 199% 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 starutory provisions. The general funds of the Issuer are

not liable, and neither the futl 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 encutmbrance 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 YV

GENERAL COVENANTS, ETC.

Section5.01. General Statement. So long as the Series 1999 B Bonds and
Series 1999 C Bonds shall 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
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 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 B Bonds and Series 1995 C

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 1999 B Bonds and Series 1999 C 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 cousent 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 construction, operation and maintenance of the System,
procure, Carry and maintain, so long as the Series 1999 B Bonds and Series 1999 C Bonds
remain outstanding, insurance with a reputable insurance carrier or carriers covering the
following risks and in the follow'iﬁj‘g amounts:

()  Fire, Lichtning, 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 itseif, 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 Liabilitv Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in cne
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,00G 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.

(c) Vehicular Public Liabilitv Insurance, in the event
the Issuer owns or operates any vehicle in the operation of the
System, or in.the event that any vehicle not owned by the Issuer
is operated at any time ot times for the benefit of the Issuer, with
limits of not less than $500,000 for one or more persorls injured
or killed in oné 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 fequired 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' compensaion
coverage shall be mairitained as required by the laws of the State
of West Virginia.




L

(&) 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. <

& Fideliry 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 revenusas
ot other furds 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 nio bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signature of a represenative of the Purchase:.

(zg) Provided, however, and in liew of and
notwithstanding the foregoing provisions of this Secdion, 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 [0
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.C6. 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
statutory mortgage lien is hereby recognized and declared to b
take effect immediately upcn the delivery of the Series 1999
Bonds.

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

declared an "Event of Default”:
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, (b)  Failure to duly and puncrually 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 Eventof 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 ot agreement, 0r 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 [ssuer with respect ta 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 L
of each year and ending on'the followinig 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 st 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 corrgspending month in the next year preceding by
more than 10%: and provided further, that adoption of 2 Budget of Current Expenses shall
not constinue compliance with the covenant to adopt an Annual Budget uniess failure to
adopt an Annual Budget be for a teason 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
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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 palicy direction shall not be made if such payment
would cause the Net Revenues to fall below the amount required to meet all paymenis
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 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 ali
transactions relating to the System, and the Purchaser shal! have the right at all reasonable
times to inspect the System and all records, accounts and data of the I[ssuer 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 covenars that it will.
continuously operate, in an-economical and efficient manner, and maintain the Syster as a
revenue-producing ulity as herein provided so long as the Series 1999 B Bonds and
Series 1999 C Bonds aré outstanding.

Sectign 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 ot 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 Commissicn of West Virginia, entered onJ uly 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 Lens 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 Syster 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
shal! be paid as they accrue, and reverues 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 extant 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.
i
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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 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 1959 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 1995 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 wiil accept such delivery.

Section 7.04. Severabilitv of Invalid Provisions. If any one or more of.
the covenants, agreements-j—é)i‘ 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 7.03. Conflicting Provisions Repealed. The Prior Resolutions and
all parts thereof not expressly hereby changed shall continue in full force and effect and this
Bond Legislation 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 E‘é‘i;flicts, hereby repealed; provided that this Section shall
not be applicable to the Loan Resolution (Form FmHA 442-47).

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

Section7.07. 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 preceden: ta 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 Constirution 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
occutred and are duly in office and duly qualified for such office. '

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

CL573562.1
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Adopted this 11th day of August, 1999.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

Ol sl

Chairman

Membe |
Membe / : i

T 5233482
C1523362.1 10a



' CERTIFICATION

Certified a true copy of a Resclution duly adopted by the Public Service Beard
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT onthe t1th day of August, 1999.

Datad: August 11, 1999,

e - %MWW

Segtatary/Treasurer

08/06/%9
532130/9€001

CL323342.1
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' McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $530,000
WATER REVENUE BOND, SERIES 1897 A, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, ON A PARITY
WITH THE OUTSTANDING WATER REVENUE BOND,
SERIES 1993, AND WATER REVENUE BOND, SERIES 1995,
OF THE DISTRICT, TO FINANCE THE COST, NOT
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:

ARTICLEI
" STATUTORY AUTHORITY, FINDINGS
AND DEFINTTIONS

: - Section 1.01. Authority for This Resclution. 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.

Section 1.02. ‘Findipgs and Determinations. It is hereby found,

determined and declared as follows:

A.  The Issuer currently owns and operates a public waterworks system and
desiras to finance and acquire, construct, operatz 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

operatad by the [ssuvar.



: 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 380 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 addirions, 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 casts 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 a 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. Itis 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 - acguisition and construction of the Project; the
acquisition of any necessary property, real or personal, ar interest therein; interest on the
Bond prior to, during and for sixrr_iiqnths after completion of such construction to the extent
that revenues of the System aré'-'fu'o_t_ 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 fecessary or incidental to the acquisition and construction
of the Project and the financing autherized 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.

EF.  The period of usefulness of the System after completion of the Projeci
is niot less than 40 years. E

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, 1993, issued in the original
aggregate principal amount of $3500,000 (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 6bligations 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. 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 (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 impesition of rates and charges, and the issuance of the
Bond, or will have so complied prior to issuance of the Bond, including, among cther 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 appedl 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 accepuance 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 I[ssuer and such Bondhoider, and the covenants and agreements s¢t



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 1997 A, authorized hereby.

"Bond Legislation™ means this Resolution and all resolutions supplehcntal
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,
fixtures or equipment therefor, hereafter at any time constructed or acquired.

»FDIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year" means each year beginning on July ! and ending on the
succeeding June 30. -
*Grants” means, collectively, the grants from the Purchaser, the United States
Department of Housing and Urba.l;chvanpmcnt (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 [ssuer.



' "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 inciudes 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 accurnulation 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, callectively, 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 meanimg*stated in Sé_c;tioa 1.02B above.

“Purchaser” or "Go?éijmnent‘ means United States Department of Agriculture,
Rural Utilittes 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:
(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 Barks; 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
a:rang’emcnts) 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 Govermment
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; i

(g Repurchas.e agreemenis,  fully secured by

investrments 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 mawrty of said repurchase agreements or must be
replacad 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

6] 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, collcctiv-ely, the Series 1593 Resolution, the
Series 1995 Resoclution and the Bond Legislation.

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

of the Issuer described in Section 1.02G hereof.,
il

"Series 1993 Reé&lqt_ion" means the resolution of the Issuer adopted June 23,
1993, authorizing the Series 1993 Blond.

"Series 1995 Bond” mears the Oﬁtstanding Water Revenue Bond, Series 1993,
of the Issuer described in Section 1.02G hereof.



' "Series 1995 Resolution" means the resolution of the Issuer adopted
September 26, 1995, authorizing the Series 1995 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 instrurnentality thereof in control of the management and operation of the Sysiem, from
the operation of the System, and all paris 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, ferninine 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/Treasurer.



' _ ARTICLE [

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Auchorization of Acquisiion and Construction of the
Proiect. 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.

ik,



' ARTICLEII

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3.01. " Autharization of Bond. Subject and pursuam 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 mransfer 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. . e

LN

No regismation of t;;hsfer of the Bond shal} 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 beaks for the registration and transfer
of th= Bond, and, upon presentation for such purpose, the Registrar shall, under such



reasénable regulations as it may prescribe, register the Bond initially issued pursuant hereto
and register the transfer, or cause t© be registered by its agent, on such books, the rransfer
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 parmership 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 he
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 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
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 seaied on behalf of
the Issuer by such persen 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 50 authorized.

Section 3.06. Bands Murilated, Destroyed, Stolen or Lost. In case the
Bond shall become mutilated or be destroyed, stolen ot 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 reascnable regulations and conditions as
the Issuer may require. The Boad so surrefifered shall be canceled and held for the account
of the Issuer. If the Bond shall-have matured or be about to mafure, instead of issuing a
substitute Bond the Issuer may pay. the same, and, if such Bond be destroyed, stolen or lost,

without surrender thereof.

Section 3.07. Bond Secured by Pledge of Net Revenues. The payment
of th= debr 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 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 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 ona
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:

eih
I



' (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”), O 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 FIFTY THOUSAND DOLLARS
($550,000), plus interest on the unpaid principal balance at the rate of 4.5% per anmum. The
said principal and interest shall be paid in the following instailments 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 last to become due under this Bond and shall not
affact the obligation of Borrower t0 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, prc'pa};ments 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 rewined 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
remired by the Government on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Governmert remits the payment to the holder.
The effective date of any prepayment retained and remirted 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 instrurment 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 Tates 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 mprovements 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 constifute an indebtedness
of the Borrower within the meaning of any sonstitutional or statutory provision or limitation.

‘ Registration of thi"s:’_LBond i transferable by the registered owner hereof in
person or by his, her or its artorney duly authorized in writing, at the office of the Borrower,
as Registrar, but only in the mangef; 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 transferes
in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualides and
incidents of a negoriable 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
obtaia 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 cuch 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 pa.riry 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 Bend to be executed by its Chairman ard its corporate seal to be
hereunto affixed or imprinted hereon and agested by its Secretary/Treasurer, all as of the date

hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

ghaimPubtié Service Board
(Title of Executive Official)

P.O. Box]J
(P. O. Box No. or Strzet Address)’

Coalwood, West Virginia 24324
(City, State and Zip Code)

ATTEST:

(Signature of Aresting Official}

Secretarv/Treasurer, Public Service Board
(Title of Executive Official)
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(Form of)

RECORD QOF ADVANCES
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' (Form of Assignment)
ASSIGNMENT

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

the witin Bond and does hereby irrevocably constimte and  appoint
, Attorney to transfer the said Bond

on the books kept for regisiration of the within Bond of the said Issuer with full power of
substitution in the premises.

Dated: ,

In the presence of:




L

' 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 and established with (or continued.
i 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); o

(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 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. Maneys in the Project Construction Account shall be expended by the

Issuer salely 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 completon of acquisitietTind construction of the Project, the Issuer will
additionally transfer from the Pr@ject Construction Account and pay to the Purchaser on or
before the due date, such surns, as.shall be from time to time required to make the monthly
installments on the Bond if there ‘are nat sufficient Net Revenues to make such monthly

payment.

N



' 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 Projcét‘ 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. Cavenants 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, 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 shal! 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 orly in the following order
and priority, subject to the provisions of the Prior Resolutions not previously
modified or medified 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, wransfer from the
Revenue Fund and remit to the National Finance Office
designated in the Bonds (or sycheother 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 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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(iii) 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
accurnulated in the Reserve Fund, the Issuer shall monthly deposit
into the Reserve Fund such part of the moreys 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

- outstanding and on a parity with each other; provided, however,
that when the Minimum Reserve has been accurnulated in the
Reserve Fund, all earnings of investments of moneys therein shail
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 depasit in the Depreciation Reserve, the moneys remaining
in the Revenue Fund and not permitted to be retained therein, |
unri] 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. Meoneys in the
Depreciation Reserve shall be used first to make up any
deficiencies for monthly paymments<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. Thereafier, 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

21



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
("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
adminiscration of the Reserve Fund and the Depreciation Reserve 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
constifute 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 paymemnt 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 shail 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 passible int accordance with
applicable law, and to the extent practi¢zble, 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 cast 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 Investmess. Any invesment
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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 Resclutions, earnings upon
moneys in the Reserve Fund, sa long as the Minimum ‘Reserve is on depaosit
and mainmained 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 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 BAI.ANCES. 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 Invesmnents 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 Firancing. 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 consiruction notes in an aggregate
principal amount not to exceed $2,000,0C0 (the "Notas”). The Netes shall be in the form of



a line of credit from a commercial bank or other lender, and the Issuer is hereby authorized
t0 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 Granis. The Notes do not and shall not
constitute an indebtedness of the Issuer within the meaning of any constitutional or starutory
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 ot 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.



' ARTICLEV

GENERAL COVENANTS, ETC.
Section 3.01. 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 thereon to the date of prepayment, the covenants and agreements
contained herein shall be and constitute valid and legally binding covenants berween 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. [ssuance 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, Lighming, ¥atialism, Malicious Mischief and

Extended Coverage-]nsurance, 10 be procuredrupon acceptance of
any part of the Project from the contractor, and immediately upon

any portion of the iSystem 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 [ssuer will promptly



arrange for the application of the insurance proceeds for the
repair or reconstruction of such damaged or destroyed portion.
The Issuer will iself, 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 bedily injury and/or
death, and not less than $200,000 to protect the Issuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Bond.

(¢)  Yehicular Public Liability [nsurance, 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 [ssuer 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 priot to acquisition or commencement of operation of
any such vehicle for the Issuer.

(d) Workers' Compensation Coverage for All
Emplovees of the District Eligible Therefor and Performance and
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' campensation
coverage shall be maintained-as-tequired by the laws of the State

of West Virginia. ..,

(¢) Flaod ‘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.



' (H Fidelity Bonds will be provided as to every member
of the Governing Body and as to every officer and employee
thereof having custody of the Revenue Fund or of any revenues
or other funds of the Issuer in 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. Staturory 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 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 payfnent of any monthly
amortization installment upon the Bond at the date specified for
payment thereof; and )

(o) Failure duly and puncrually to observe or perform
any of the covenants, conditionsad agreements on the part of the
Issuer contained in the Bond or herein, or violation of or failure
to observe any pro_y.i's\ion‘of any pertinent law.

| Section 5.08. Enfof_g;m;m Upon the happening of any Event of Default

specified above, then, and in every such case, the Purchaser may procead 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 agresment, 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 Systemt, shall proceed under the direction of the court to
obrain 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 3.09. Fiscal Year; Budget. While the Bond is outstanding and
unpaid and to the extent not now prohibited by law, the System shall be operated and
maintained on a Fiscal Year basis commencing on July 1 of each year and ending on the
following June 30, which period shall also constitute 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 adapted the Annual Budget before the
1st day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year preceding by more than
10%; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
Expenses shall be mailed immediately to the Purchaser.

Section 3.10. Compensation of Members of Governing Body. The Issuer
hereby covenants and agrees that no compensation for policy direction shall be paid to the
members of the Governing Body in excess of the amourt 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 defaattirrthe performance of or compliance with any

covenant or provision hereof. .y,

Section 5.11. Q_Qit;_nam 1a 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 3.12. Books and Records; Audits. The Issuer will keep books and
records of the System, which.shall be separate and apart from all other books, records and
accounts of the [ssuer, in which complete and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at all reasonable times to inspect
the System and all records, accounts and data of the Issuer refating 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 1 the Purchaser. The Issuer shall
further comply with the Act with respect to such books, records and accounts.

Section 3.13. 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 3.14. 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 ot allow the granting of any franchise,
permit or other authorization for any person, furm, corporation, public or private body,
agency or instrumentality whatsoever (o provide any of the services supplied by the System
within the boundaries of the Issuer or within the territory served by the System.



' ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rulzs. A. The
initial schedule of rates and charges for the services and facilities of the Systam, 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
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. watet and sewer services by the Issuer without
payment at the same time of a“sgwer bill owed by such customer for the same pretnises.



' ARTICLE VII

MISCELLANEOUS

7.01. Pavipent of Band. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Bond, the principal of and interest due or tc become
due thereon, at the times and in the manner stipulated therein and in this Bond Legisiation,
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, termlinate and become
void and be discharged and satisfied.

Section 7.02. Madification 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 Goveming 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 thie 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 _provis'ions shall be nuall 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 paris thereof, in conflict with the provisions
hereof are, to the extent of such conflicts, hezeby repealed; provided that this Section shall
not be applicable to the Loan 'R9§plution (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 meanng Of 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, 10 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.

Adopted: October 15, 1997.

"D ol Coffr.

Chairman of the Public Service Board

@Md.'w&

Member ¢




' CERTIFICATION

Certified a true copy of a Resolutien duly adopted by the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT dn the 15th day of October,

1997.

Dated: October 15, 1997.

[SEAL]

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

RESOLUTION AUTHORIZING THE ISSUAN CE OF $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 FROVIDED, OF ACQUISITION 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 1

'STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for This Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 1931,
as amended (the "Act"), and other applicable provisions of law. McDawell County Public
Service District (the "Issuer”) is 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 Counsy-EGommission of McDowell County.

Section lb2 Findings and Determinations. It is hereby found,
detarmined and dccla.ré:d-'as___follows: ’

A.  The Issuer currently owns and operates 2 public watérworks system and
desiras to finance and acquire, construct, operate and maincain certain additional public
service properties consisting of certain improvements and exzensions to such existing
waterworks facilities within the boundaries of the Issuer io be owned and operated by the

[ssuar.



' B. Itisdeemed essendial, 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 gxisting waterworks facilities of the [ssuer, consisting of new water lines
and a storage tank 0 replace the Issuer’s existing water distribution systems at
Hemphill-Capels, Havaco-Wilcoe and Premier, and all necessary appurtenant facilities (the
"Project”), partcularly described in and according o the plans and specificatons prepared
by the Consulting Engineer and heretofore filed i 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 to a watet purchase confract between the Issuer and said City.
_ The existing waterworks facilities of the Issuer, together with the Project and any further

additions, exiensions oI 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 pecessity.

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

hereinafier 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
imrerest 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 nat sufficient therefor;
engineering and legal expenses; EXPERIES for estimates of costs and revenues; expenses for
plans, spcciﬁcations and surveys; and such other expenses as may be necessary Or incidental
to the acquisition an <opstruction of the Project and the financing authorized hereby;
provided that, reimbursement to the Issuer for any amounts expended by it for the
repayment of :ndebtedness incurred for Costs of the Project py the Issuer shatl be dezmed

Costs of the Project.

£.  The period of usefulness of the System after completion of the Project
is ot less than 40 years. ‘ -

(]



G.  Thers are outstanding obligations of the [ssuer which will rank on a
parity with the Bound as to liens, pledge and source of and security for payment, being the
Warer Revenue Bond, Series 1993, dared June 23, 1993 (the "1993 Bond"), issued in the
original aggregate principal amount of $318.000, heid by the Purchaser. Other than the
1993 Bond, thers are 0o other ourstanding bonds or obligations of the Issuer which will rank
prior to or oo a parity with the Bond as to liens, pledge and/or source of and securiry for

payment.

The Issuer is not in default under the terms of the 1993 Bond, the 1993
Resolution (bereinafter defined) or any documert in connection therewith, and has complied
with all requirements of all the foregoing with respect 10 the issuance of parity bonds or has
obrained 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 Ecogomic and Community Development
(the "Purchaser”), pursuant to the terms and provisions of 2 Letter of Conditions dated
March 31, 1993, and all amendments thereto, if any (collectively, the "Letter of

Condidons™).

1. The Issuer has complied with all requirements of law relating to the
authorizadon of the acquisition and construction of the Project, the operation of the Systern,
including, without limitation, the imposition of rates and charges, and the issuance of the
Bond, or will bave s complied prior to issuance of the Bond, including, among other things
and without limitation, the consent and approval, pursuact 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 Contract. In consideration
of the acceptance of the Bond by those who shall be the registered owner of the same from
time to time, this Resolution (the "Bond Legislation™) shall be deemed to be and shall
constitute a contract between the Issuer and such Bondholder, and the covenants and
agreements set forth herein to be performed by the Issuer shall be for the benefit, protection
and security of the registered owner of the Boad.

Section 1:04. Definitions. The following terms shall have the following
meanings herein unless thc text otherwise expressly requires:

"Act” mcans Chapter. 16, Article 13A of the West Virginia Code of 1931, as
amended. ' o

"Bond” means the Water Revenue Bond, Saries 1995, authorized hereny.

L3



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

*Bond Legislafon” means this Resolution and all resolutions supplemental
hereto ard amendatory hereof. Lo

~Bonds" means, collectively, the Bond and the 1993 Bond.
»Chairman” means the Chairman of the Governing Body.

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

*Depository Bank" means Ameriba.nk, Inc., Welch, West Virginia, a bank or
trust company which is member of FDIC (herein defined), and its successors and assigos.

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

~EDIC" means the Federal Deposit Insurance Corporation.

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

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

~Government Obligations™ means direct obligations of, or obligations the
principal of and interest on which are guaranteed Dy, the Umnited 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 \/_L‘l;&;ﬂ;ig.ri and includes the Governing Body.

 *Letter of Condiﬁans” means the Leter of Conditions of the Purchaser datad
March 31, 1993, and all amendments thereto, if any.

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



' *Operating Expenses” meaas the current expenses, paid or accrued, of
operation and maintenance of the System and ics facilides, and includes, without limiting
the generality of the foregoing, iosurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System, the accurmulation of
appropriate Teserves for charges pot 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 1/6th of the budgeted Operating Expenses stated above for the current
year as working capital, and language hereim requiring payment of Operating Expenses
means also retention of mot to exceed such sum as working capital, provided that all
monthly amortization payments upon the Bonds and into the Reserve Fuod 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 [ovestments” means and includes any of the following:

(2) . Government Obligations;

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

(c) Bonds, debenmures, notes OrC other evidences of indebtedness
issued by any of the following agencies: Banks for Cooperatives; Federal
Inrermediate Credit Banks; Federal Home Loan Bank System; Export-lmport
Bank of the United States; Federal Land Banks; Government National
Mortgage Association; Tennesses Valley Authority; 0 Washingron
Metropolitan Area Transit Authority;

(d) Any bond,: debenrure, DOLE, participation certificate or other
similar obligadons issued by the Federal National Mortgage Association to the
extent such obligation is"guaranteed by the Government Natiopal Mortgage

Association or issued by any other federal agency and backed by the full faith
and credit of the United States of America; o

() Time accounts (including accounts evidenced by time certificates
of depasir, time deposits or otaer similar banking arrangemients) which, to the

-



extent not insured by the FDIC (bereinbefore defined) or Federal Savings and
Ioan Insurance Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Qbligations pledged either must
marure as nearly as practicable coincident with the marurity of said time
accounts ot must be replaced or increased so that the market value thereof is
always at least equal to the principal armount 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;

() Repurchase agreements, fully secured by investments of the types
described in paragraphs (2) through (¢) above, with banks or national banking
assaciations which are mermbers 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 oI 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 nconsolidated fund” managed by the
West Virginia State Board of Investments pursuant to Chapter 12, Article 6 of
the West Virginia Code of 1931, as amended; and

(i) QObligations of States or political subdivisions or ageocies 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 registersd owner of the Bond.

»Registrar” means the Issuer, which shall usually so act by its Secretary.

"1993 Rc;nlution" means the rcsolﬁtion of the Issuer adopted June 23, 1993,
authorizing the 1993 BOI;CL '

*Resolutions” means', collectively, the 1993 Resolution and the Bond

Legislation.



ARTICLE IT

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 Copsulting Engineers, heretofore filed in the office of the Governing
Body. The proceeds of the Bond hereby anthorized shall be applied as provided in
Article IV hereof.



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 shail be sold for the par value thereof.

The Bond shail be subject to prepayment of scheduled monthly installments,
or any portion thereof, ar 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 instrurnent
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 writen
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 amy other expenses incurred by the
Registrar with respect 10 such transfer. | oo

No registration of ‘Efa.nsfcr 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 presantation for such purpose, the Registrar shall, under
such reasonable regularions as it mway prescripe, ragisier the Bond initially issued pursuant

n



. interest on the Bond, and to make the payments as hereinafter provided, are hereby
irrevacably pledged to the payment of the principal of and interest oo the Bond as the same
pecome due, all on a parity with the 1993 Bond.

Section 3.08. Form of Bond. Subjectto the provisions hereof, the text
of the Bond and the other details thereof shall be of substantially the following tenor, wid |
such omissions, insertions and variations as may be authorized or permitted hereby or by

any resolurion adopred after the date of adoption hereof and prior to the issuance thereef:

I1.



(FORM OF BOND)

McDOWELL CQUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1955

$500,0600
No. R-1 : Date: September 26, 1995

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”), oOr its registered assigns, at its National Finance Office,
St. Louis, Missouri 63 103, 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 anoum.
. The said principal and interest shall be paid in the following installments on the following
dates: Monthly installments of interest onty, commencing 30 days following detivery of the
Bond and continuing on the corresponding day of each month for the first 24 months after
the dare hereof, and $2,295, covering principal and interest, thereafter on said
carresponding 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 medifying 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 ady indebtedness evidenced by this Bond shall be
applied first to interest computed to the effective date of the payment and then to principal.

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

" herein.



If the Government at any time assigns this Bond and insures the payment
ther=cf, Borrower shall conrioue to make payments (0 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 remited 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 anoual instaliment due date
basis. The effective date of every payment made by Borrower, except payments retained
and remirted by the Government OR an anmal installment due date basis, shall be the date
of the United States Treasury check by which the Government remits the payment to the
holder. The effective date of any prepayrent 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 Goverpment 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 Governmemt for the collection
hereof or to preserve or profect any security herefor, or otherwise under the terms of any
security or other mstrument 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 fimance 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 addirions, 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 constimurtional or statutory provision
or limitation. i

chistratidh“éf this Bond is transferable by the registered owner hereof in
person or by his, ber or its amorney 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 hersin defined Resolution and upon surrender and
cancellarion of this Bond. Upon such transfer a new Bond or Bonds, of authorized

13.



denorination or denominations, for the like principal amount, will be issued to the
transferes in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of 2 negotiable instrument urder the Uniform Commereial Code of the State af
West Virgizia, but may only be rransferred by traosfer of t:gistrzﬁon 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 odhers, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act™), and a Resolution of the Borrower
authorizing issuance of this Bond (the "Resolution”).

If ar any time it shall appear to the Government that Borrower may be able to
obtain a loan from 2 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
Govemment pursuant the Consolidated Farmers ‘Home Rural Development Act. This
- Bond shall be subject to the present regularions of the Government and to its future

regulations not inconsistent with the express provisions hereof.



(Form of})

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
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_ TOTAL h)
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(Form of Assignment)

ASSIGNMENT

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

irrevocably constitute and appoint
_ Attorney to transfer the said Bond

pt for registration of the within Bond of the said Issuer with full power of

the within Bond and does hereby

on the books ke
substimeion in the premises.

Dated: ,

In the presence of:

17.



, ' 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 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); .

[€)] Depreciation Reserve (established by the 1993 Resolution and continued
hereby); 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 copstruction of the Project upont vouchers and other documentration

approved by the Purchaser.

additiopally transfer from the Project Construction Account and pay to the Purchaser on 0Or
before the due date, such sums 4¢ shall be from time to tme required to make the monthly
installments on the Bond if there are ‘not sufficient Net Revenues to make such monthiy

payment.

Until completion of acquisition and construction of the Project, the Issuer will

ending 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 exzznt possibie in accordance with applicable law, in Qualified Investments.
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“When acquisition and construction of the Project has been cornpleted and all
costs thereof have besn 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.
Sg long as any of the Bonds shall be outstanding and umpaid, or uatil 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 cf 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 constifute a trust fund for the purposes provided in the Resolutions
and shall be kept separate and distinct from all other funds of the Issuer and
the Depository Bank and used only for the PUIPOSEs and in the manner
provided in the Resolutions. :

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

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

(i) The Issuer shall next, each month, o1 OF pefore the
due date of payment of each installment on the Bonds, transfer
from the Revenue Fund and rermit to the National Finance Office
designated in the Bonds (ot 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 o principa “Qﬁ;ﬂﬂd interest on the Bonds shall be made
on an equal pro raa basis in accordance with the respective
aggregate principal amounts thereof outstanding and on a pariry
with each other. -

(ifi) * The Issuer shall next, each mooth, or each date that
paymeqt is made as set forth in (ii) above, transfer from the
Ravenue Fund and remit to the Degository Bank for deposit 1n
the Reserve Fund, 1/ 12th of 1/10th of the armouct, as of the daiz



of calculation, equal to the maximum aggregate arpount 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

fas 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 iostallments on the Bonds and for payment of
Operating Expenses of the System, as shall be required to

maintzin 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 intersst

on the Bonds to said Natdonal 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 accordapce 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 earmings of
invesmments of moneys therein shall at least apnually be
wransferred to and deposited in the Revenue Fund.

(iv) The Issuer shall next, each menth, on each date that
payment is made as set forth in (ii) above, tramsfer 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 mainrain such
amount therein. Moneys in the Depreciation Reserve shall be
used first to make up any Jeficiencies for monthly paymments of
principal of and interest on the Bonds as the same become dug,
and next to restore (0 the Reserve Fund any sum of SUImS
wransferred therefrom, all on 2 pro rata basis. Thereafter, and
provided that payments into the Reserve Fund are current and in
accordance with the foregoing provisions, mMODEYS 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 20¥ part thereof.
(v) Afterallthe foregoing provisions for use of moneys
in the Revenue Fund have been fully complied with, moneys

remaining therein and not permitted to b2 rerained therein, if any
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(" Surplus Revenues™), may be used to prepay installments of the
Bonds, pro rata, or for any lawful purpose.

Whenever the money inl 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 berein 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 Depreciarion
Reserve will be deposited therein by the Issuer upoll transfers of funds from

the Revenue Fund at the times provided herein, together with wrifell advice
stating the amount remitted for depasit into each such fund.

The Revenue Fund, the Reserve Fund and the Depreciation Reserve
shall constitute {Tust funds and shall be used only for the purposes and in the
order provide:d herein, and until sO used, the Purchaser shail have a lien
thereon for further securing paymeant of the Bands and the interest thereod, but
the Depository Bank shall not be a trustee as to such funds.

If on any payment date the Revenues arc 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 Bagk, 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 lnvestments
having maturities consonant with the required use thereof. lovesaments 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 inrerest and giving effect to
the amortization of discount, .ot at par if such invesmment is held DY the
"consolidated fund” managed by the West Virginia State Board of [nvestments.
Any investment ¢hall be held in and at a]l times deemed 2 part of the fund or
account in whichi such moneys were originally held, and interest accruing
thereon and any profit or lass realized from such invesnent shall be credited
or charged to the appropriate fund or account. Subject to the 1093 Resolution,
earmings UpOnN MONEYS in the Reserve Fund, s0 long as the Minimum Reserve
is on deposit and maiptained thereir, shall be paid annually in January into the
Revenue Fund by the Derository Bank.
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' Cc. CHANGE OF FISCAL AGENT. The Issuer may designare
another bank or must company insured by FDIC as Depository Bank and
Fiscal Agent if the Depository Bank should cease for any reason to serve of
if the Governing Body determines by resolution that the Depository Bank or
its succsssor should no longer serve as Depository Bagk.” Upon. any such
change, the Governing Body il cause notice of the change to be sent bY
cegistered of 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 compledon, in full cormpliance with the requirements and
conditions of the Purchaser. :

E. CHARGES AND FEES. The Lssuer shall cemit from the
Revenue Fund 10 the Depository Bank such additional sums as shall be
pecessary to pay the charges and fees of the Depasitory Bank then due.

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

the Stare of West Virginta.

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 Systeri.



ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.01. General Statement. SO long as the Bonds shall be
outstanding and unpaid, or unril 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 apd constimute valid aod 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 pecessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
anmnual 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 Systert during such Fiscal Year and such rates, fees and other charges
shall not be reduced so as 10 be insufficient to provide adequate Revenues for such

pUIrposes.

Section 3 03. Sale of the System. The System will not be sold without
the prior written consent of the Purchaser so long as the Bord is outstanding. Such consent
will provide for disposition of the proceeds of any such sale. ‘

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

Section 5.03. 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
amouunts:

(a) Eire, Lightiimg, Vandalism, Malicious Mischief and Extended
Coverage Insurdtce, to be procured upon acceptance of any part of the Project
from the CONtractar, and immediately upon any portion of the System now in
use, on all above-ground SLTUCTULES of the System and mechanical and
electrical equipment in place or stored on the site in an amount equal to the
full insurable value thereaf. In the event of any damage to OF destruction of
any portion of the System, the Issuer will promptly arrange for the application
of the insurance procesds for the repair or reconstruction of such damaged or
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destroyed portion. The Issuer will itself, ar will require each confractor and
subcontractar to, obtain and mainrain builder’s risk insurance to protect the
‘nterests of the [ssuer during construction of the Praject in the full insurable
value thereof.

()  Public 1iabiliry Insurance, with limits of not less than $500,000
for one or more persqns 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 (@ 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 [nsurance, in the event the [ssuer 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 mare 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 (o acquisition or
cornmencement of operation of any such vehicle for the Issuer.

(d Workers’ Compensation Coverage for All Emplovees of the
District Eligible Therefor and Performnance and Payment Bonds, such bonds
o be in the amounts of 100% of the construction contract, will be required of
gach prime confractor, and such payment bonds have been or will be filed with
the Clerk of the County Commission of said County prior to commencernent
of construction of the Project in compliance with West Virginia Code
Secrion 38-2-39. Workers’ compensation COVErage shall be maintained as
required by the laws of the State of West Virginia.

(¢) Flood Insurance be procured, o the extent available at
reasonable cost to the Issuer: however, if the System is located in 2
community which has been notified as having special flood or mudslide prone
areas, flood insurance must be obtained.

(£ Fidelity Bomm pe provided as to every member of e
Gaverning Body:and as to every officer and employee thereof having custody
of the Revenue Fund or of any revemues o other funds of the Issuer in an
amount at least equatl to the towl funds in the custody of any such person at
any ome tme, and initially in the amount of $50,000 upon the treasurer,
provided, however, that oo bond shall be required insofar as custody of e
Project Construction Account is concerned so long as checks therson require
the signature of a representative of the Purchaser.
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(g) Provided, however, and in liew of and notwithstanding the
foregoing provisions of this Section, during construction of the Project aad 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 o
carry insurance, of such types and in such amounts as the Purchaser raay
specify, with insurance carriers or bonding companies acceptable to the

Purchaser.
Section 5.06. Starutory Mortgage Lieo. Eor the further protection of the

Holder of the Bond, a starutory mortgage lien upan the System is granted and created by
the Act, which starutory mortgage lien is hereby recogmized and declaced to be valid and
binding and shall take effect immediately upon the delivery of the Bond and shall be on a
parity with the starutory mortgage lien in favor of the Holder of the 1593 Bond.

Section 3.07. Events of Default. Eachofthe 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

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

Section 5.08. Enforcement. Uponthe happening of any Event of Default
specified above, then, and in every such case, the Purchaser may procesd to protect acd
enforce its rights by an appropriate action in any court of competenr jurisdiction, either for
the specific performance of any covenant or agreement, of execution of any power, Of 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 2 receiver for the affairs of the Issuer and the System. The receiver sO
appointed shall administer the System oo behalf of the Issuer, shall exercise all the rights
and powers of the Issuer with Téspect 1@ 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 mannper as the

court may direct.

Section 5.09. Fiscal Year; Budget. While the Bond s outstanding and

unpaid and to the extent pot row prohibited by law, the System shall be operated and
maintained on a Fiscal Year basis commencing oo 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 cperation and
maintenance of the System. Not later than 30 days prior to the beginning of each Fiscal
Year, the [ssuer agress (O adopt the Annual Budget for the epsuing year, and DO
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 [ssuer shall ot 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 covepant to adopt an Armual 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. TheIssuer
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 o provision hereof. ‘

Section 5.11. Covenant to Proceed and C mplete. The Issuer hereby
covenants to proceed as promptly as passible with the acquisition and construction of the
Project to completion thereof in accordance with the plaos 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
wransactions relating to.the System, and the Purchaser shall have the right at all reasonable
times to inspect the System and %&_grds, accounts and data of the [ssuet relating thereto.

The Issuér?;_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
accountanzs and shall mail a-copy of such audit report [0 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 [ssuer covenants that it will
continuously operate, io 20 economical and sfficient manper, and maintain the System as
a revenue-producing utility as hsrein pre vided so long as the Bond is outstanding.



Section 5.14. No Comperidon. 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 of cause, comsent to or allow the granting of any
franchise, permit or other authorization for any person, firmt, corporation, public or private
body, agency or instrurnentality whatsoever tQ provide any of the services suppiied by the
System within the boundaries of the Issuer or within the territory served by the System.




ARTICLE VI

RATES, ETC.
Section 6.01. Tnitial Schedule of hﬁtes and Chz-ges; 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, eatered on March 16, 1995 and desmed final
on Apri 4, 1995 (Case No. 93-0958-PWD-CN), which Final Order is incorporated herein
by reference as 2 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 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 pature by the System gor any of the facilities; and in the event that the Issuer or any
deparument, agency, officer or emplayee 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 MANNET 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 (O 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, o ,Lhe::ncnt.permirtcd by law, will not accept payment of

any water bill from a-customer‘served with water and sewer services by the lIssuer without
payment at the same titge of a sewer bill owed by such customer for the same premises.
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Secrion 7.07. Covenant of Due Procadurs, Etc. The Tssuler COVenants

e e

that-all acts, condifons, things and procedures required to exist, 0 happen, to be performed
or to be taken precedent 10 and in the adopion of this Resolution do exist, have happened.
have been performed and have been taken in regutar and due time, form and manmer as
required by and n full compliance with the laws and Constirution of the State of
West Virginia applicable thereto; and that the Chairman, Secrerary and members of e

Governing Body were at all times when any acuoos in connection with this Resoluzion
occurred and are duly in office and duly qualified for such office.

Secrion 7.08. Effective Time. This Resolution shall take effect

immediately upot i adoprion.
@M 5.72%

Chairman of Public Service Board

Member

Adopted: September 26, 1995.

Member

09/24/95
MCPSDJ.A3
582180/93C01
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. McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE €F "$818,000
WATER REVENUE BOND, SERIES 1993, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, TGO FINANCE
ACQUISITION AND CONSTRUCTION OF CERTAIN PUBLIC
SERVICE FROPERTIES 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 CF 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

Secrion 1.0l. aurherity for This Resolucion. This
Resolurion is adopted pursuant co Cthe provisions of Chapter 16,
aArticle 13A of the West Virginia Code of 1931, as amended (che "acct"),
and other applicable provisions of law. McDowell Councy Public
Service District (the "Issuer") is a public corporation and public
service discrict and politiecal subdivision of <the Scate of
West Virginia in McDowell County of said Scate, duly creaced pursuanc
to the Act by The County Commission of McDowell County.

Sacrion 1.02. Findings and Decerminacioms. It is hereby
found, decermined and declared ag“follows:

A. The Issuef“pow has a public waterworks system and
desires o Efinance and‘fﬁcqqire, conscruct, operate and maincain
cercain additional public“ service properties consisting of
improvements and extensions to such exiscing waterworks facilicles
wich all appurcenant facilicles. wirhin the boundaries of the [ssuer
ro be owned and operatsd by the [ssuar.

B. It is deemed esssntial, convenient znd desirable rfor
tha haalzh walfare, safecrv, advantage and conveniance of che
- =
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consisting of approximately 34,000 lineal feet of discribucion lines,
a 100,000 gallon storage tank, a 115-gallon per minuce production and
treatmenc plant, valves, hydrancs and mecers ac Coalwood, and
approximately 24,730 linsal feet of discribucion lines, a
100,000 gallon storage rank, an 84-gallon per minuce production and
treacment plant, valves, hydrancs and meters at Carecta, and all
necessary Aappurtenant facilicies (che T"Projecc"), parcicularly
described in and according to the plans and specificacions preparad by
the Consulting Engineer and herectofore filed in cthe office of che
Secrecary of the Public Service Board (the *"Governing Body") of che

Issuer. The existing waterworks facilities of che Issuer, ctogecher
with the Projecc and any furcher additions, extensions or improvements
thereco, are herein called the “Syscem." The acquisicion and

construction of cthe Project and the financing hereby auchorized and
provided for are public purposes of che Iissuer and are ordered for cthe
purpose of meecing and serving public convenience and necessiLty.

C. The estimated revenues to be derived in each vear from
the operation of the System after completion of the Projecc will be
sufficient to pay all the costs of the operacion and maincenance of
the System, the principal of and incerest on the Bond (as hereinafcter
‘defined) and all debtc service, reserve fund and other payments
provided for herein. «

D. The estimated maximum cost of the acgquisicion and
conscruction of the Project is 53,365,800 of which $818.000 will be
obtained from the proceeds of sale of the Bond herein auchorized,
$997,800 from a grant by che Purchaser {as hereinafter defined),
$750,000 from a grant by the CDeparcment of Housing and Urban
Development (Small Cicies Block Grant chrough the Stacte of
West Virginia), and $800,000 from a granc by che Economic Development
Aucthority.

E. It is necessary for che Issuer to issue 1ts revenue
bond in the principal amount of $818,000 to finance a portion of the
cost of such acquisicien and constructicn in the manner hereinafcter
provided. The cosC of such acyfT8Ttion and conscruction shall be
deemed to include, withous being limiced toe, cthe acquisition and
construction of <the Project: the acquisicion of any necessary
propercy, real or personalwﬁo;‘incares: therein; incerest on che Bond
prior cte, during and for six months afcar comolecion of such
construction to che excent =nat ravenues of che System are not
sufficient therefor; engineering and lagal expensas; @eXpanses for
estimatas of costs and ravenuas: eXDeNsSses for plans. spacifications
and surveys; and such ochar expanses as may ha necessary or incidental
to the acquisition and conscruccicn of "the Project and th financing
zurhorizad hareby; provicad thas. raimbursament o cne Issuaz for any

- il dteaAmace irrn-wad for .
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Costs of the Project by the Issuer shall be deemed Coscs of cthe
Preoject,

v

r. The period of usefulness cf che S&scem afcer complecioﬂ
of the Project is not less than 40 years.

G. There are no outstanding beonds or obligacions of che
Issuer which will rank prior to or on a parity with che Bond as co
lien, pledge and/or source of and securicy for payment.

H. It is in the best interest of rhe Issuer thatc the Bond
be scld te the United Staces Deparcment of Agriculcure, Farmers Home
Adminiscration (che "Purchaser"), pursuant to the terms and provisions
of a Lecter of Conditioms dated April 21, 1992, and all amendments
thereto, if any (collectively, the "Letter of Conditions™).

I, The Issuer has complied with all requiramencs of law
relacting to the authorizaction e¢f the acquisition and construction of
the Project, the operation of che SysCem, including, wichour
limicacion, che imposition of rates and charges, and the issuance of
the Bond, or will have so complied prior to issuance of che Bond,
including, among other things and without limitacion, the consent and
approval, pursuant to the Act and other applicable provisions of law,
of the issuance of the Bond, the acquisition and conscruccion of che.
Project and the imposition of rates and charges by the Public Service
Commission of West Virginia by final order, the time for rehearing and
appeal of which have expired or shall have been duly waived or
otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In
consideration of the acceptance of the Bond by cthose who shall be che
registered owner of the same from cime to time, this Resolucion (che
"Bond Legislation") shall be deemed to be and shall conscituce a
contract between the Issuer and such Bondholder, and che covenancs and
agreements set forch herein to be performed by the Issuer shall be for

the benefiz, protection and security of the regiscered owmer of the
Bond. S i

T

Seccion 1 04. Définicions. The following terms shall have

e

the following meanings herein unless che text ocherwise expressly
requires: : i

"Act" means Chapter 15, arcicle 13a of che West Virginia
Code of 1931, as amenced.
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“Bond Legislation” or "Resclucion” mearns this Resolucion and
all resolucions supplemencal hereco and amendacory hereof.

.

"Chairman" means cthe Chairman of che Governing Body.

"Consulting Engineer" means Scafford Consulcancs,
Incorporaced, Princecon, West Virginia, or any qualified engineer or
firm of engineers which shall ac any cime hereafrer be retained by the
Issuer as Consulcing Engineer for the System.

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

nfacilicies" or ‘“warerworks facilicies" means all che
tangible propercies of the Syscem and also any cangible propercies
which mway hereafcer be added to che System by additions, beccterments,
extensions and improvemencs <chereco and propercies, furniture,
fixtures or equipment cherefor. hereafcer ac any cime consCrucctead or
acquired,

"FDIC" means the Federal Deposit Insurance Corporacion.

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

"Governing -Body" means che Public Service Board of che
Issuer.

"Government Obligacions" means direcct obligacions of, or
obligations the principal of and interest on which are guaranceed by,
the Uniced States of America.

"Yerein" or "herein” means in this 3ond Legislacion.

*Issuer," "Borrower" or "Districc” means McDowell Councy
Public Service Distriec, in MemdWell Councy, West Virginia, and
includes the Governing Body.

"lLeczer of Conditions" means. collectively. che Lacter of
Conditions of the Purchaser dated april 21, 1992, and all amendmencs
thereco, if any. '

"Ner Revenues" means che pzlance of cthe (ross Ravanuss, Aas
defired below, remaining aftar csduction only of Operating Cfupenses,

as dafined below.



"Operacing Expenses" means the current axpenses, paild or
accrued, of operation and maintenance of che Syscem and ics
facilicies, and includes, wichour limiting che ‘generalicy of che
foregoing, insurance premiums, salaries, wages and adminliscracive
expenses of the Issuer relating and chargeable solely cto cthe Syscem.
rhe accumulation of appropriate reserves for charges nor annually
recurrent buc 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 accouncing principles and
retention of a sum not to exceed l/6ch of che budgeced Cperacing
Expenses scated above for the currenc year as working capical. and
language herein requiring paymenc of Operating Expenses means also
ratancion of not to exceed such sum as working capital, provided thac
all monthly amortizacion payments upon the Bond and into che Reserve
Fund and Depreciaticn Reserve have been made to cthe lasc monchly
payment date prior to the dace of such retencion.

"Project® shall have the meaning stated in Seccion 1.02B
above.

tpurchaser” or "Goverument" means United Scaces Department
of Agriculture, Farmers Home Adminiscracion, and any successor
thereof. '

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

(a) Government Obligacions;

(b) Government Obligations which have been
stripped of ctheir ummartured interest coupons,
interest coupons stripped from Govermment
Cbligacicuns, and receipts or certificates
evidencing paymencs from Govermmenct Obligations
or incerest coupons stripped Zfrom Government

Obligacians; B
R

(¢) Bands,. debencurés, notes or ccher
evidences of indebtedness issued by any of che
following agencies: Banks for Coaperacives:
Federal Intermediace Credit Banks: Federal Home
Loan Bank System; Export-Imporz Bank oI <che
Uniced Staces: Federal Land Banks: Government
Macrional Mortgage assoclacion; Tennesses2 Vallav
Authoricy; or Wasaingten Macropellitean Area
Transitc Auchericy:



(d)  Any bond, debenture, notce,
parcicipation certificate or ocher similar
obligations issued by <che Federal "National
Mortgage Associarcion te che extent  such
obligation 1is guaranteed by the Government
National Morcgage Associacion or issued by any
other federal agency and backed by the full faich
and credit of the United Scaces of America;

(e} Time accounts  (including accounts
evidenced by time cercificaces of deposic, cime
deposits or other similar banking arrangements)
which, to the extentc not insured by che FDIC
(hereinbefore defined) or Federal Savings and
Loan Insurance Corporation, shall be secured by a

.pledge of Govermment Obligations, provided, thac
said Govermment Obligacions pledged either musc
mature as nearly &as practicable coincident wich
the macturity of said time accounts or must be
replaced or increased so that the market value
thereof is always at least equal to cthe principal
amount of said time accounts;

(£) Money markec funds or similar CEfunds
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) abave, with banks or nacional
banking assccilactions which are members cf FDIC or
with government bond dealers recognized as
primary dealers by the Federal Reserve Bank of
New Yorlk, previdad, that said investments
securing said repurchase agreements eicher musc
mature as nearly as practicable coincident wich
the maturity of said-esefurchase agreements or
must be replaced or increased so that the markec
value thereof is alwavs at least equal to che
principal amount of sald repurchase agreemencts.
and provided Ffurtmer chat the holder of such
repurchase agresment shall have a prior perfecced
security interesc im <che collaceral cherafox.
must have (or ics szent mus: nave) possassion o
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. (h) The West Virginia nconsolidated fund®
managed by the West Virginia State Board of
Investments pursuant to Chapter 12, Arcicle 6 of
the West Virgiria Code of 1931, as amended; and

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

"Reglstered 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.

"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 instrumentalicy thereof in
control of the management and operation of the System, from the
. operation of the System, and all parts thereof, all as calculated in
accordance with sound accounting practices.

"Secretarxf‘meaﬁs 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 Che Issuer and all waterworks facilities
owned by the Issuer and all facilities and other property of every
nature, real or persocnal, now or hereafrer owned, held or used in
connection with the waterworks system; and shall also include any and
all additions, extensions, improvements, properties or other
facilitles at any time acquired or constructed for the waterworks
system of the Issuer. ‘

"Tap Fees" means the fees, 1f any, pald by prospective
_ o s .
customers of the System 1ln 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 corporatibns; 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
documant by the Chairman shall mean that such Bond, certificate or
other document may be exscuted by an Acting Chairman. ’

7.



ARTICIE TT

AUTHORIZATICN CF ACQUISITION AND
CONSTRUCTION OF THE PRCJECT

Section 2.01. Authorizationmof Acguisicionand Construccion
of the Proiect. There is hereby auchorized the acquisicion and
conscruccion of the Project, at an estimacted cost of $3,363,800, in
accordance wich the plans and specificacions which have been prepared
by the Consulting Enginesers, heretofore filed in the office of the
Governing Body. The praceeds of che Bond hareby auchorized snall be
applied as provided in Arcicle IV hereof.

e



ARTICLE TT7

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3.01. Authorizacion of Bond. Subject and pursuant
to the provisions of the Bond Legislacion, the Bond of zhe Issuer, cao
ve known as "Water Revenue Bond, Series 1993," is hereby authorlzed to
be issued in the aggregate principal amounc of not exceeding $818,000
for the purpose of financing a portion of the casc of the acquisicien
and construction of the Projecc.

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 shall bear
snterest from the date of delivery, payable monthly at the racte of 5%
per annum, and shall be sold for the par value thereof.

The Bond shall be subject to prepayment of scheduled monthly
snastallments, or any portion chereof, at the option of the Issuer, and
. shall be payable as provided in che Bond form hereinafter sec 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, buc che Bond, and the righc to
principal of and stated interesc on the Bond, may only be cransferred
by cransfer of the registration thereof upon the books required to be
kept pursuanc to Section .04 hereof, by the party in whose name it is
regiscered, in person or by atrorney duly authorized in writing, upon
surrender of the Bond for cancellaclonm, accompanied by delivery of a
wricten instrument of transfer, duly execured in a form acceptable co
the Registrar.

Whenever the Bond shall be surrendered for registracion of
transfer, the Lssuer shall execurawand deliver a new Bond or Bonds in
authorized denominations, for a like aggregate principal amounc. The
Regiscrar shall require the payment by the new owner reguesting such
transfer of any tax or other governmental charge required to be pald
with respect Co such trdnsfer. but the Issuer shall pay any other

expenses incurred by che Regiscrar wicth respect To such transier.

Mo regiscration of -vansfer of the Bond shall be permictad
to be mada afcer the l3th day next pracedinz any inscallment paymend
date cn the Bond.



Secrion 3.04. Resistrar. The Issuer shall be the Regiscrar
and will keep, or cause to be kept by its agent, at ics 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 che Bond
initially issued pursuant hereco and regiscer the cransfer, or cause
to be registered by its agent, on such books, the cransfer of the Bond

as hereinbefore provided.

The Registrar shall accept cthe Bond for registration or
cransfer only if ownership thereof is to be regiscered in cthe name of
the Governmenc, an individual (including joint ownership), a
corporatien, a partnership or & ctrust, and only upon receipt o che
social security number of each individual, .the federal employer
jdenrification number of each corporacion or partnership or the social
security numbers of the secclor and beneficiaries of each trust and
the federal employer identificacion number and date of each crustc and
the name of the trustee of each ctrust and/or such ocher idencifying
qumber and information as may be required by law. The Bond shall
initially be fully regiscered as to boch principal and incerest in the
name of cthe United Stactes of America, Farmers Home Adminiscration. So
long as the Bond shall be regiscered in the name of the United Scates
of America, Farmers Home Adminiscracion., the address of che
Uniced States of  America, Farmers Home Administracion, for
registracion purposes. shall be Federal Building, Room 320, 73 High
Streec, Morgantown, West Virginia - 716505-7500, or such other address
as shall be scaced in writing te the Issuer by the United Scaces of
America, Farmers Home Adminisctracion.

Secrion 3.05. Execucion of Bond. The Bond shall be
sxecuted in the name of the Issuer by the Chairman and its corporate
seal shall be affixed thereto and acttested by the Secrecary. Im case
any ona 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, suchi Bond may
nevertheless be sold and deliverad as herein provided and may be
issued as if the person who sigﬂéﬂ”gywsealed such Bond had noc ceased
to hold such office. Any.B8ond may be signed and sealed on behalf of
the Issuer by such person.as at Che actual time of the execution of
such Bond shall hold the proper office in che Issuer, alchough at the
dace of such Bond such person mav notc have held such office or may not
have been so authorizad.

Seccion 3.06. Bgnds Mucilated, Descroved, Scolen or Last.

3
Tn case che Bond shall become surcilacad or be desctroyed, scolen or
lostc, the Issuer may in ics discrecion issue and delivar a new Bond of
1ika canor &s cthe Bond so mucilacted. dascroyad, stolen or losc, in



substituction for the Bond descroyed, stolen or losc, and upon the
holder's furnishing the Issuer proof of his ownership thereof and
complying with such other reasonable regulacions, and condicions as the
Issuer may require. The Bond so surrendered shall be canczled and
held for che account of the Issuer. If che Bond shall have matured or
be abour ro mature, inscead of issuing a substicuce Bond che I[ssuer
may pay Che same, and, if such Bond be destroyed, stolen or losc,
without surrender thereof.

Secrion 3.07. Bond Secured bv Pledge of Net Revenues. The
paymenc of the debt service of che Bond shall be secured forchwith by
a firsc lien on the Net Revenues derived from the Syscem, in additlon
ro the scatutory mortgage lien on the Syscem hereinafter provided.
The Net Revenues derived from the Syscem in an amounct sufficientc o
pay cthe principal of and interest on the Bond, and rto make cthe
paymencts as hereinafrter provided, are hereby iLrrevocably pledged to
the payment of the principal of and incerest on the Bond as tne same
become due,

Section 3.08. Form of Bond. - Subject to che provisicns
hereof, the text of the Bond and the ocher decails chereof shall be of
" substantially che following tenor, with such omissions, insercions and
variations as may be authorized or permicred hereby or by any
resolucion adopced -afrer che dace of adopticn hereof and prior to the
issuance thereof:




{FORM OF BOND)

McDOWELL CQUNTY 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
Scates of America, Farmers Home adminiscracion {che "Governmenc"), or
its registered assigns, at its National Finance Cffice, St. Louis,
Missouri 63103, or at such ocher place as the Government may
hereafcer designate in writing, the principal sum of EIGHT HUNDRED
EIGHTEEN THOUSAND DOLLARS ($818,000), plus interesc 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 installmencs of interest only, commencing 30 days
following delivery of che Bond and continuing on cthe corresponding day
of each month for the firsc 24 months arfcer cthe date hereof, and
$4,017, covering principal and interest, thereafiter on said
corresponding day of each month, except that che final installmenc
shall be paid at the end of 40 years from the date of this Bond, in
the sum of the unpaid principal and inceresct 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 cthe Time
of loan closing, the loan shall be advanced to Borrower as requested
by Borrower and approved by the Govermment and interest shall accrue
on the amount of each advance Frefics actual dacte as shown on the
Record of Advances attached hereco as a part hereof.

Every paymenc @ﬁﬁe on any indebtedness evidenced by chis
Bond shall be applied firsc to inverest compuced toe che effeccive dace
of the payment and then to principal.

Prepayments of scheduled inscallmencs, o©r any gortion
thereof, may be made at any tize at tne opcion of Borrower. Rafunds
and extra payments, as cefined in the reguiacions of che Farmers Home

Adminiscracicn accerding co rha sourca of funds involwved, shall, afrcer

117 cemm Tam= FPA narAma LIS



’

under this Bond and shall noc affecc the obligacion of Borrcwer to pay
the remaining inscallmencs as scheduled herein.

1f che Government at any cime assigns this Bond and insures
the paymenc cthereof, Borrower shall continue cto make payments Co Ethe
Govermment as collection agent for the holder.

thile this Bond is held by an insured lender, prepaymencs as
above authorized made by Borrower may, At the opcion of che
Government, be remitced by cthe Government to the holder premptly or,
except for final paymenc, be recained by the Govermment and remicced
to the holder on eicher a calendar quarcer basis or 2an annual
installmenc due date basis. The effactive dace of every payment made
by Borrower, eXcept paymencs recained and remitted by che Government
on an annual insctallmenc due dace basis, shall be che dace of cthe
United Staces Treasury check by which che Govermment remits che
payment to the holder. The effective date of any prepayment retained
and remictted by the Government CO the holder on an annual inscallment
due date basis shall be the date of che prepayment by Borrower and the
Government will pay the Interestc to which the haolder is encicled
accruing bectween the effecrive date of any such prepayment and the
date of the Treasury check to cthe holder.

Any amount advanced ot expended by che Government for cthe
collection hereof or.co preserve or protect any security herefor, or
otherwise under che terms of any securicy or other inscrument executed
in connection wich the loan evidenced herebv, at che optien of the
Goverrment shall become a part of and bear incteresc at the same rate
as the principal of the debt evidenced hereby and be immediacely due’
and payable by Borrower Co che Governmenc wichout demand. Borrower
agrees to use the loan evidenced hereoy sclely for purposes authorized -
by the Government.

Borrower hereby cerctifies chat it is unable zo obcain
sufficient credit elsewhere CO fipance its actual needs art reasonable
rates and terms, taking into consideration prevailing privace and

cooperative ractes and terms in.goenear 1Cs communicy for loans for
similar purposes and periods of cime. ‘
""h‘z

This Bond, cogéther‘wich any addicional bhonds ranking on a
parity herewich which may be issued and ourscanding for cthe purpese of
providing funds for financing coscs of addicions, extensions and
improvemencs Co rhe waterworks systCemn (che "System") of the Borrower,
is payable solely from the ravenues tc be derived from che operation
of the System afcer chere have been first paid from such ravanuss the
raasonable currsnt Costs of eperacion and maint
This Bond does noT in &y manper conscizuza an indebtadness ol tae



Borrower within the meaning of any conscicutional or stacucory
provision or limirtacion.

ta

Registration of this Bond is transferable by che regiscered
owner hereof in person or by his, her or ics acttormey duly auchorized
in writing, at the office of the Borrower, as Regiscrar, but only in
the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upoen
surrender and cancellation of this Bond. Upon such cransfer a new
Bond or Bonds, of authorized denominacion or denominacions, for the
like principal amount, will be issued to the transferee in exchange
herefor. '

This Bond, under the provisions of the Acc, is and has all
the qualities and incidents of a negoctiable inscrumenc under Cche
Uniform Commercial Code of the Stace of West Virginia, buc may only be
transferred by ctransfer of regiscracion hereof with che Regiscrar.

This Bond has been issued under and in full compliance wich
che Constitution and scatutes of che Scate of West Virginisa,
including, among others, Chapter 16, article 13a of cthe West Virginia
Code, as amended (the "Act"}, and a Resolution of rthe Z3orrower
authorizing issuance of this Bond (che "Resolutiocn”).

If ac any;time it shall appear to cthe Governmment chat
Borrower may be able to obtain a lean from a responsible cooperacive
or private credic source at reasonable races and terms for loans for
similar purposes and periods of cime, Borrower will, at che
Govermment's request, apply for and accepc such loan in sufficient
amount tco repay the Government.

This Bond is given as evidence of a loan co Borrower made or
insured by the Government pursuant Lo the Consolidated Farmers Home
Rural Development Act. This Bond shall be subject to che presenc
regulations of the Farmers Home Administracion and co ics future
regulations not inconsistent with the express provisions hereot.

-




IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE DISTRICT
has caused chis Bond to be executed by its Chairman and 1ts corporace
sezl to be hereunco affixed or imprinted hereon and atcesced by ics
Secrecary, all as of the date hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT
(Name of Borrower)

{CORPORATE SEAL]

(Signature of Executive Qfficial)

Chairman, Public Service Board
(Title of Executrive Official)

P.C. Box 8
(2. 0. Box No. or Street Address)

War, West Yirginia 248972
(City, State and Zip Code)

ATTEST:

(Signature of Attescting Official)

Secrecary. Public Service Board
(Title of Executive Official)




{Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT BaTE
(1 3 (6) S
(2) S {7y S
(3 S (8) ¢
(&) S {8 S
(5) S f10) 8
TOTAL $_




[Foerm of aAssignmenc;

ASSTCEMENT

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

the within Bond and does hereby irrevocably consticute and appoint

, AtCorney to cransier
the said Bond on the books kepc for registracion of che wichin Bond
of the said Issuer with full power of substicution in the premises.

Daced: '

In the presence of:';ff




ARTICLE TV

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

Section &.01. Establishment of Funds znd Accourts wich
Depository Bank. The following special funds or accounts are creaced
and escablished with, and shall be held by, che Depository Bank,
separate, distinct and apart from 21l ocher funds or accouncs of che

Depository Bank and from each other:

(1) Revenue Fund;
(2) Reserve Fund;
(1) Depreciation Reserve; and

(4) Project Construction Account.

Section 4.02. Bond Proceeds; Project Construction Account.
“The proceeds of che cale of the Bond shall be deposited upom recelipt
by the Issuer in the Project Consctruction accounc. The monevs in the
Project Construction Account in excess of the amounc insured by FDIC
shall be secured at all times by the Depository Bank by securizies or
in a manner lawful for the securing of deposits of State and aunicipal
funds under West Virginia law. Honeys in the Project Conszruction
account shall be expended by the Issuer solely for che purposes

provided herein.

Moneys in the Project Conscrucction Account shall be used
solely cto pay the cost of acquisition and conscruccion of che Projecct
upen vouchers and other documentation approved by che Purchaser.

Uncil complecion of acguisicion and conscruecion of che
Project, the Issuer will additionally ctransfer £rom the Projecc
Constcruction Account and pay co-+ette~Purchaser on or before the due
date, such sums as shall.be from cime co cime required co nake the
monthly installments on ‘the Bond if chere are mnot sufficient
Revenues to make such monthly paymenc. '

Pending applicatien as provided in this Saction &.C2, money
and funds in che Project Comstruccion Account shall be inveszed and
reinvesced ac che direccion of the Issusr. Io Che exrtent possible in
sccordance with zpplicable law. in Qualified Investmancs.

hen acguisitcion and cons-ruccicn of the Project nas besn
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payment has been made, any balance remaining in <che FProjecc
Canscruction Account shall be disgosed of in accordance wich che
regulations of the Purchaser. e

Seccion 4.03. Covenants of the Issuer as ta Svstem Revenues
and Funds. So long as the Bond shall be outstanding and unpaid, or
until there shall have been seC apart in the Reserve Fund, a sum
sufficient to pay, when due or at che earliesc practical prepaymentc
dace, the entire principal of the Bond remaining unpaid. cogether with
interest accrued and to accrue thereon, che Issuer furcher covenancts
with the holder of the Bond as follows:

A. REVENUE FUND. The entire Gross Revenues derived
from the oparation of the 3ystenm, and all parts thereof, and
all Tap Fees recelved, shall be deposited as calleccead bv
the Issuer in the Revenue Fund. The Revenue Fund shall
constiture a trust fund for the purposes provided herein and
shall be kept separate and distinct from all ocher funds or
the Issuer and cthe Depository Bank and used only for che
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 follawing order and priority:

(i) Tﬁe Issuer shall firsc each month pay
from che moneys in che Revenue Fund all current
Operating Expenses.

(ii) The Issuerx shall nexc, on or before che
due date of payment of each installmenc on the
Bond, transfer from the Revenue Fund and remit to
the National Finance Office designated in the
RBond (or such other place as may be provided
pursuant ta the 3ond), the amounc required to pay
che interest on che Bond, and to amorcize the
principal of cthe Band TFsT the life of the Bond
issue. o,

(1ii) The téSggr shall nexc, on each dace
chat payment is made as-sec forth in (ii) above,
transfer from ché Revenue Fund and remiz to the
Depository Bamk for deposiz in cthe Resarve Fund.
1/12ch of 1/1Cch of che amount, &s of che dacte of

caleculacion, egual To tas mzximum amount of
crincipzl and inceresc wnich will become due on
-ne Rond in anv ysar. until The amount in che

— (.



"Minimum Reserve"). Afcar the Minimum Reserve
Has been accumulated in the Reserve Fund, che
Issuer shall monthly depositc into the' Reserve
Fund such partc of the maneys remaining in the
Revenue Fund, after such provision for payment of
monchly installments on the Bond and for payment
of Operacing Expenses of cthe System, as shall be
required to maintain che Minimum Reserve in che
Reserve Fund. Monmeys in the Reserve Fund shall
be used solely to make up any deficiency for
monchly payments of the principal of and inceresc
on the Bond to said Natienal Finance Office (or
ocher place provided) as the same shall become
due or for prepayment of installmencts on the
Bond, or for mandaCaory prepayment of the Bond as
hereinafter provided, and for no other purpose;
provided, however, shar when cthe Minimum Reserve
has been accumulated in cthe Reserve Fund, all
earnings of investments of moneys therein shall
ar 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 nextc, on each dats
thact payment is made as sec forch in (ii) above,
cransfer from che Revenue Fund and deposit in the
Depreciation Reserve, the moneys remaining in che
Revenue Fund and not permicctad Co be recained
therein, until there nas been accumulaced in the
Depreciation Reserve Cthe aggregate sul of
$168,000, and thereafcer such sums as shall be
required to maincain such amounc therein. Moneys
in the Depreciation Reserve snall be used firsc:
to make up any deficiencies for monthly payments
of principal of and interest on che Bond as the
same become due, and next To restors IO the
Reserve Fund any sWf” or sums ctransferred
therefrom. “Thereafter, and provided thac
payments inzo the Reserve Fund are current and in
accordance with .the foregoimg provisions. monewys
in che Depreciacion'Resafve. may be wichdrawn by
-he Tssuer and used For extraordinary rapalrs and
for replacements of equipment and improvements
for the System. OoT &1y parc chereol.

(v) Afrar 211 che foregoing provisians
8vs

far
i~ tha Ravenue func have pean fuliy

T
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permitted cto be retained therein, 1if any

{"Surplus Reverues"), may be wused 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 cthe
mandatory ducy of cthe Issuer, anything to the contrary
herein notwicthstanding, to prepay the Bond at the earliest
practical date and in accordance wicth applicable provisions
hereof.

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

The Revenue Fund, the Reserve-Fund and the Depreciacion
Reserve shall constitute trusc funds and shall be used only
for cthe purposes and in the order provided herein, and uncil
so used, the Purchaser shall have a lien thereon for furcher
securing payment of the Bond and the ilnterest 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 cthe subsequent payments and
ctransfers 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 che
Depreciation Reserve invested and reinvested to the fullest
extent possible in accordance with applicable law, and to
the extent practicable.,iafﬁualified 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
currenc market value; or at che redemption price thereof if
chen redeemable at the option of the holder, including valu=
of accruad interest and giving effect to the amortization of
discount, or at par Lf such investment is held by che
weonsolidatad fund" managed by che Wesc Virginia Scacte Board
of Investments. Any Lovestment shzll bz h=1ld 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 less 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
Depositery Bank and used for prepayment of the principal of
the Bond.

c. CHANGE OF FISCAL AGENT. The Issuer may designace
another bank or trust company insured by FDIC as Depositery
Bank and Fiscal Agent if the Deposictory Bank should cease
for any reason to serve or 1f the Governing Body determines
by resolution that the Depository Bank or 1ts successor
should no longer serve as Depository Bamk. Upon any such
change, the Governing Body will cause notice of che change
to be sent by registered or cerctified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prier =co
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 requirements and conditions of the
Purchaser.

E. CHARGES AND FEES. The Issuer shall remit from che
Revenue Fund to.che Depositery 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 che maximum amounts Lnsured by
FDIC in any of such funds or accounts shall at all times be
securad, to the full extent therecf in excess of such
insured sum, by Qualified Investments as shall be eligible
as security for deposits of stace and municipal funds under
rhe laws of the State of West Virginia.

G. REMITTANCES. A%;_;gﬁitcances made by the Issuer
to the Depository Bank shall clearly identify the fund or
acecount into which ‘@ach amount is to be deposited.

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



! ARTICLE V

GENERAL COVENANTS, ETC.

Section 5.0l. General Statement. So long as che Bond 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 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. Ractes. The Issuer will, in the manner
provided in the Act, fix and collect such races, 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 races, fees
and other charges shall not be reduced so as to be insufficient to
provide adequate Revenues for such purposes.

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

Secrion 5.04. Issuance of Additional Paricy Bonds ot
Obligations. No additienmal paricy bonds or obligations payable out of
any of the Revenues of the System shall be issued, except with cthe
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 remalns ousswinding, insurance with a reputable
insurance carrier or carriers covering the following risks and in the
following amounts: B

(a) FEire, Lightning, Vandalism, Malicious
Mischief and Extended Coverage Tnsurance, to be
procured upon acceptance of any part of the
Project from the contractor, and immediactely upan
any portion of the System now in use, on all
above-ground structures of cthe Syscem and
machanical and eleccriczl equipmenc in place or




stored on the site in an amount egual to che full
insurable value thereof. In the event of any
damage to or destruction of any portion of che
System, the ILssuer will promptly arrange for che
application of the insurance proceeds for cthe
repair or reconstruction of such damaged or
destroyed portion. The Issuer will icself, or
will require each contractor and subconcractoer
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 Liabilicv Insurance, with limits
of not less than $500,000 for one ¢r 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 Co be procured not later
chan the date of delivery of the Bond.

{c) Vehicular Public Liability Insurance,
in the event the Issuer owns or operates any
vehicle in the operation of the System, or in the
event that any vehicle not owned by the Issuer is
operated at any time or times for the benefit of
the Issuer, with limits of not less than $300,000
for one or more persons injured or killed in one
accident to protect the Issuer from claims for
bodily injury and/or deach, 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'’ Conwdieacion Coverage for Al
Emplovees of the Discrict Eligible Therefor an

Performange and Payment Bonds, such bonds to b
in the amounts.. of 1008 of <che construction

contract, will be .~ required of each prime
concractor, and such paymenc bonds have been or
will be filed wicth the Clerk of the County
Commission of said County pricr to commencement
of construction of the Project in compliance wich
West Virginia Code Section 38-2-39. Workers'
compensation coverage shall be maintalinsd as

|
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required by rthe laws of che 3cace of
West Virginia.

(e) Flood Insurance to be procured, to the
extent available ac reasonable cost <o che
Issuer:; provided however, 1f <the System 1is
located in a community which has been notified as
having special flood or mudslide prome areas.
flood insurance must be obtained.

(f) Fidelitv Bonds will be provided as to
every member of cthe Governing Body and as to
every officer and employee thereof having cuscody
of the Revenue Fund or of any revenues or other
funds of the Issuer in an amount at least equal
to the toctal funds in the cuscody of any such
person at any one ctime, and inicially in che
amount of $30,000 upon the treasurer, provided,
however, that no bond shall be required insofar
as custedy of the Froject Construction Account is
concerned so long as checks thereon require the
signature of a representative of che Purchaser.

(g) HProvided, however, and in lieu of and
notwithstanding the foregoing provisions of this
Section, during conmstruction of cthe Project .and
so long as the Bond is ouctstanding, the Issuer
will carry insurance and bonds or cause insurance
and bonds co be carried for the protection of che
Issuer, and during such construction will require
each contractor and subconCractor Co <Carry
insurance, of such types and in such amounts as
the Purchaser may specify, wich insurance
carriers or bonding companies acceprable co the
Purchaser.

Secrion 5,06. StatucorgeMérczage Lien. For the furcher
protection of che Holder 'of che Bond, a stacutory mortgage llen upon
the System is granced and creatad by cthe Act, which stacucory morcgage
lien is hereby recognized "and declared to be valid and binding and

chall take effectc immediataly“upon the deliverv of che Bond.

Secrioen 3.07. Evencs of Default. Each of che following

events is hersby declared an "Evant of Darfaul:

ny monthl
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(b) Failure duly and punctually to observe
or perform any of the covenants, condicions and
agreemencs on the part of the Issuer contained in
the Bond or herein, or viclation of or failure ca
observe any provision of any percinent law.

Seccion 5.08. Enforcement. Upon cthe happening of any Event
of Default specified above, then, and in every such case, cthe
Purchaser may proceed to protect and enforce 1ts rights by an
appropriate action in any court of compecent jurisdiccien, either for
the specific performance of any covenant or agreement, or execution of
any power, or for the enforcemenc of any proper legal or equitable
remedy as shall be deemed most effectual zo protect and enforce such
rights.

Upen applicacion by the Purchaser, such court may, upon
proof of such defaulc appoint a receiver for the affairs of che Issuer
and the System. The receiver so appoincted shall adminiscer che System
on behalf of the Issuer, shall exercise all the rights and powers of
the Issuer with respect te the 3ystem, shall proceed under cthe
direcrion of the court to obrain autherization 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 courtc may
direct. -

Section 5.09. Fiscal Year; Budgec. while che Bond is
outstanding and unpaid and to the extent not now prohibited by law,
the System shall be operared 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 budger year for the operation
and maintenance of the System. HNot lacer chan 30 days prior re cthe
beginning of each Fiscal Year, the Issuer agrees to adopt the annual
Budget for the ensuing year, and no expenditures for operacion and
maintenance expenses of che Syscem in excess of the Annual Budget
shall be made during such Fiscal Year unless unanimously authorized
and direcced by che Governing Body. <Copies of each Annual Budgec
shall be delivered to che Purchaser~by the beginning of eacn Fiscal
Year. B '

i

If for any reason the Lssuer shall not have adopted the
Annual Budgec before che lsc day of any Filscal Year, it shall adopC 2
Budget of Current Expenses from monch to monch until the adoption of
the Arnnual Budgec; provided, however, thar no such monchly budgat
shall exceed the budgec for the corresponding monch in the next year
precedinag bty moTe chan 10%; and providsd Ffurcher, chat adopcion of 2
Budgat of Current Expensas srall noc conscitucte compliance wich ehe
covenant to adopt an annual Budgec unless fzilure £o adopt an annual

- - [ T



Budget of Current Expenses shall be mailed immediately =z=o che
Purchaser.

Section 5.10. Compensation of Mapbers of Coverning Bodv.
The Issuer hereby ccvenants and agrees that no compensacion for policy
direccion shall be paid te che members of the Governing Body in excess
of the amounc permicted by che Acc. Payment of any compensacion to
any such member for policy direction shall not be fnade 1f such paymenc
would cause the Net Revenues to fall below the amount required Co meet
all payments provided for herein, nor when chere 1s defaulc in che
performance of or compliance with any covenant or provision hereof.

Section 5.11. Covenanc to Proceed and Complete. The Issuer
hereby covenants o proceed as promptly as possible with the
acquisition and comscruction of the Projecc to complecion thereof in
accordance with che plans and specificacions prepared bv che
Consulting Engineer on file with che Secrecary on the date of adoption
hereof, subject to permicced changes.

Secrion 5.12. Books and Records; Audits. The Issuer will
keep books and records of the Syscem, which shall be separace and
-apart from all other books, records and accounts of the Issuer, in
which complete and correct encries shall be made of all cransactions
relating to the System, and the purchaser shall have che righc ac all
reasonable times to inspect the Syscem and all records, accouncs and
data of the Issuer relacting thereto.

The Issuer shall, at least once a year. Cause sald books,
records and accounts of the System to be properly audiced by an
independenc competent firm of cercified public accountants and shall
mail a copy of such audit reporc <o che Purchaser. The Issuer shall
furcher comply with the Act wich respect ©O such books, records and

accounts.

Section 5.13. Maintenance of Svscem. The Issuer covenants
that it will continuously operace, in an economical and efficienc
mamner, and maintain che Syscema&f‘ﬁ revenue-producing utilicy as
herein provided so long as the Bond is oucstanding.

Section 5.14. Mg Compecirtion. To che extent legally
allowable, the Issuer will not permit competition wich che System
within its boundaries ot within che cerricory served by it and will
not granc or cause, consent- Lo oL zllow the grancing of any frznchise,
permiz or oather auchorization for any parsonm. firm, corporation,
public or private bedv, &zgency or {nscrumencalicy whatsoever L0
provide any of che sarvices supplied by The 3
boundarias of ths Issuer or within che r
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ARTICLE VT

RATES, ETC. -

Section 6.0L. JInitial Schedule of Ratés and Charges; Rules.
&. The inicial schedule- of rates and charges fbg the sarvices and
facilicies of the System, subject <o change: consonar  with che
provisions hereof, shall be as set forch in the Final G:zder of the
Public Service Commission of West Virginia, entered on January 13,
1993, Case No. 92-0490-PWD-CN, which Final Order is incorporacad
herein by reference as a part hereof.

B. There shall not be any discriminacion or differencial
ip rates between cusTomers in similar c¢ircumstances.

C. All delinquent fees, rates and charges for services or
facilicies of cthe System shall be liens on the premises served of
equal degree, rank and prioricy with cthe lien on such premises of
scate, county, school and municipal caxes, 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, races and charges. .

D. The Issuer will not render or cause Lo 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 departmenc. agency, officer or
employee cthereof should avail icself or themselves of the services or
facilities of the System, che same fees. rates and charges applicable
ro other customers receiving like services under similar circumscances
shall be charged, such charges shall be paid as chey accrue, and
revenues so received shall be deposited and accounced for in the same
panner as other Revenues of che Syscea.

E. The Issuer may require any applicant for any service by
the System to deposit a reasonable and equitable amountc Lo insure
payment of all charges for che sa¥Frces rendered by the System. which
deposit shall be handled’.and disposed of under the applicable rules

west Virginia.

and regulacions of the Puplic Service Commission of

F. The lssuer. to che extenc permiczad by law. will noc
accept paymentc of any watsr bill from a customer ssrved wich wacer and

sewer servicas by the ILssuer without payment at the same cime of &
sewer bill owed by such customer for the same prem.ses.

P-4



ARTICLE VIT

MISCELLANECQUS

Secrion 7.0L. Pavmenc of Bond. If the Issuer shall pay, or
there shall otherwise be ‘paid, to the Holder of che Bond, cthe
principal of and dinteresc dee or to become.due thereon, at the Ctimes
and in che manner stipulated cherein and in’ chis Bond Legislacion,
then with respect to che Bond, the pledge of Nect Revenues and ocher
moneys and securities pledged under cthis Bond Legislacion and all
covenants, agreements and other obligations of the Issuer <o the
Registered Owner of the Bond, shall cthersupon cease. terminate and
become void and be discharged and satisfied.

Saction 7.02. Modification or Amendmenc. 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 Bond HNo. R-1. The Chairman.
Secretary and Treasurer of the Governing Rody are hereby authorized
_and directed fo cause Bond No. R-1, hereby awarded co che Purchaser
pursuant to prior agreemenc, tO be delivered to the Purchaser as soon
as the Purchaser will accept such delivery. '

Seccion 7.04. Severability of Invalid Provisions. If any
one or more of the covenancs, agreements or provisions hereof should
be held contrary to any express provision of law or contrary Co the
policy of express law, although not expressly prohibiced, or agalast
public policy, or shall for any reason whatsoever be held invalid,
then such covenants, agreements oOT provisions shall ba null and void
and shall be deemed severable from the remaining covenants, agreements
or provisions hereof, and shall in no way affecc the validicy of all
the other provisions hereof or cthe Bond.

Jacrion 7.05. Confliccing Provisions Repealed. all
resolucions and orders, or pqggg,ggherepf, ia conflicc wich cthe
provisions hereof are, . <o che Textent of . such confliccs. hereby
repealed; provided chat “His Section shall noct be applicable co che
Toan Resolution (Form FmHA 442-47).

Secrion 7.06. Table of Coarencs and Hzadings. The Table of
Conrents and headings of the arcicles. sectcions and subsactlons hereol
are for convenience only and shall neicher concrol nor affect in any
way the meaning oT conscruccion of any of the provisicns herzorL.

Szccion 7.07. Coveranc of Dus Pesecadurs, £zc. The I[ssuer

‘l
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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 Censtitucion
of the State of West Virginia applicable thereto; and .that the
Chairman, Secretary and members of the Governlng 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 Resolucxon shall take
eEfect immediately upon its: adoption. .

Adopted: June 23, 1993.

“%;/Ma(, g

//ﬁctlngChairman of Public Service Board

HNeter) 98 Carg o)

Member
‘Member
06/17/93
MCDJ.A3
58218/91001
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(11/01/04)

LOAN AGREEMENT

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

MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

(Governmental Agency)

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

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

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

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

WHEREAS, the Governmental Agency has completed and filed with the

Authority an Application for a Construction Loan with attachments and exhibits and an
Amended Application for a Construction Loan also with attachments and exhibits (together,

1-



as further revised and supplemented, the “Application”), which Application is incorporated
herein by this reference; and

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

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

ARTICLE [
Dehnitions

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

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

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

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

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

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



1.7  "Local Bonds" means the revenue bonds to be issued by the
Governmental Agency pursuant to the provisions of the Local Statute, as hereinafter defined,
to evidence the Loan and to be purchased by the Authority, all in accordance with the
provisions of this Loan Agreement.

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

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

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

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

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

ARTICLE I

The Project and the System

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

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

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

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

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

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

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

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

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

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

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

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



ARTICLE III

Conditions to Loan,
Issuance of Local Bonds

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

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

(b)  The Governmental Agency shall have authorized the issuance of
and delivery to the Authority of the Local Bonds described in this Article 11l and in Article
1V hereof;

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

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

(¢)  The Governmental Agency shall have obtained all requisite
orders of and approvals from the Public Service Commission of West Virginia (the "P3C")
and the Council necessary for the construction of the Project and operation of the System,
with all requisite appeal periods having expired without successful appeal, and the Authority
and the Council shall have received an opinion of counsel to the Governmental Agency,
which may be local counsel to the Governmental Agency, bond counsel or special PSC
counsel but must be satisfactory to the Authority and the Council, to such effect,

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

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

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

3.2 Subject to the terms and provisions of this Loan Agreement, the rules
and regulations promulgated by the Authority, the Council or any other appropriate State
agency and any applicable rules, regulations and procedures promulgated from time to time
by the federal government, it is hereby agreed that the Authority shall make the Loan to the
Governmental Agency and the Governmental Agency shall accept the Loan from the
Authority, and in furtherance thereof it is agreed that the Governmental Agency shall sell to
the Authority and the Authority shall make the Loan by purchasing the Local Bonds in the
principal amount and at the price set forth in Schedule X hereto. The Local Bonds shall have
such further terms and provisions as described in Article 1V hereof.

3.3  The Loan shall be secured and shall be repaid in the manner hereinafter
provided in this L.oan Agreement.

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

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

ARTICLE IV

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

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

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

(1) to pay Operating Expenses of the System;

(ii)  tothe extent not otherwise limited by any outstanding loan
resolution, indenture or other act or document and beginning on the date set forth in Schedule
X, to provide debt service on the Local Bonds by depositing in a sinking fund one-third (1/3)
of the interest payment next coming due on the Local Bonds and one-third (1/3) of the
principal payment next coming due on the Local Bonds and, beginning three (3) months prior
to the first date of payment of principal of the Local Bonds, if the reserve account for the
Local Bonds (the “Reserve Account”) was not funded from proceeds of the Local Bonds or
otherwise concurrently with the issuance thereof (which, with an approving opinion of bond
counsel to the Governmental Agency, may be with a letter of credit or surety) in an amount
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equal to the maximum amount of principal and interest which will come due on the Local
Bonds in the then current or any succeeding year (the “Reserve Requirement”), by depositing
in the Reserve Account an amount not less than one-twelfth (1/12) of one-tenth (1/10) of the
Reserve Requirement or, if the Reserve Account has been so funded (whether by Local Bond
proceeds, monthly deposits or otherwise), any amount necessary to0 maintain the Reserve
Account at the Reserve Requirement;

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

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

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

(b)  Covenants substantially as follows:

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

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

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

(iv)  That, except as otherwise required by State law or with the
written consent of the Council and the Authority, the System may not be sold, mortgaged,
leased or otherwise disposed of, except as a whole, or substantially as a whole, and only if
the net proceeds to be realized shall be sufficient to pay fully all the Local Bonds

9.



outstanding, with further restrictions on the disposition of portions of the System as are
normally contained in such covenants;

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

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

(vii) That the Governmental Agency will not render any free
services of the System,

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

(ix)  That, to the extent authorized by the laws of the State and
the rules and regulations of the PSC, all delinquent rates and charges, if not paid when due,
shall become a lien on the premises served by the System;

(x)  That, to the extent legally allowable, the Governmental
Agency will not grant any franchise to provide any services which would compete with the
System;

(xi}  That the Governmental Agency shall annually cause the
records of the System to be audited by an independent certified public accountant or
independent public accountant and shall submit the report of said audit to the Authority and
the Council, which report shall include a statement that notes whether the results of tests
disclosed instances of noncompliance that are required to be reported under government
auditing standards and, if they are, describes the instances of noncompliance and the audited
financial statements shall include a statement that notes whether the Governmental Agency's
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revenues are adequate to meet its Operating Expenses and debt service and reserve
requirements;

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

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

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

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

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

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

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

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

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

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

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

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

(xxiv) That the Governmental Agency shall list the funding
provided by the Authority and the Council in any press release, publication, program bulletin,
sign or other public communication that references the Project, including but not limited to
any program document distributed in conjunction with any groundbreaking or dedication of
the Project; and
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(xxv) That, unless it qualifies for an exception, the
Governmental Agency shall comply with all the requirements of Chapter 21, Article 1C of
the Code of West Virginia, 1931, as amended (the “West Virginia Jobs Act”) and shall
require its contractors and subcontractors to comply with the West Virginia Jobs Act. The
Governmental Agency shall provide the Council and the Authority with a certificate stating
that (I) the Governmental Agency will comply with all the requirements of the West Virginia
Jobs Act; (II) the Governmental Agency has included the provisions of the West Virginia
Tobs Act in each contract and subcontract for the Project; (11I) the Governmental Agency has
received or will receive, prior to entering into contracts or subcontracts, from each contractor
or subcontractor a certificate demonstrating compliance with Section 4 of the West Virginia
Jobs Act or waiver certificates from the West Virginia Division of Labor (“DOL"); and (IV)
the Governmental Agency will file with the DOL and the Council copies of the waiver
certificates and certified payrolls or comparable documents that include the number of
employees, the county and state wherein the employees reside and their occupation,
following the procedures established by the DOL. The monthly requisitions submitted to the
Council shall also certify that the Governmental Agency is monitoring compliance by 1ts
contractors and subcontractors and that the required information has been submitted.

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

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

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

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

4.5  The Local Bonds shall be delivered to the Authority in fully registered
form, transferable and exchangeable as provided in the Local Act at the expense of the
Governmental Agency. Anything to the contrary herein notwithstanding, the Local Bonds
may be issued in one or more series, as reflected by Schedule X hereto.
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4.6  The Governmental Agency agrees to expend the net proceeds of the
Local Bonds for the Project within 3 years of the issuance of the bonds which are the source
of money used to purchase the Local Bonds, unless otherwise agreed to by the Council.

ARTICLE V

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

5.1  The Governmental Agency hereby irrevocably covenants ar:d agrees to
comply with all of the terms, conditions and requirements of this Loan Agreement and the
Local Act. The Governmental Agency hereby further irrevocably covenants and agrees that,
as one of the conditions of the Authority to make the Loan, it has fixed and collected, or will
fix and collect, the rates, fees and other charges for the use of the System and will take all
such actions necessary to provide funds sufficient to produce the required sums set forth in
the Local Act and in compliance with the provisions of Subsections 4.1(a) and 4.1(b)(i1)
hereof.

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

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

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

Other Agreements of the
Governmental Agency

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

6.2  The Governmental Agency hereby covenants that it will rebate any
amounts required by Section 148 of the Internal Revenue Code of 1936, as amended, and will
take all steps necessary to make any such rebates. [n the event the Govermnmental Agency
fails to make any such rebates as required, then the Governmental Agency shall pay any and
all penalties, obtain a waiver from the Internal Revenue Service and take any other actions
necessary or desirable to preserve the exclusion from gross income for federal income tax
purposes of interest on the Local Bonds.

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

6.4  The Govemmental Agency hereby agrees to give the Authority and the
Council prior written notice of the issuance by it of any other obligations to be used for the
System, payable from the revenues of the System or from any grants for the Project or
otherwise related to the Project or the System.,

6.5 The Governmental Agency hereby agrees to file with the Authority and
the Council upon completion of acquisition and construction of the Project a schedule in
substantially the form of Amended Schedule B to the Application, setting forth the actual
costs of the Project and sources of funds therefor.
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ARTICLE VII

Miscellaneous

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

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

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

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

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

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

7.7  This Loan Agreement supersedes all prior negotiations, representations
and agreements between the parties hereto relating to the Loan and constitutes the entire
agreement between the parties hereto in respect thereof.

7.8 The Authority acknowledges that certain terms and requirements in this
Loan Agreement may not be applicable when the Project is financed in part by the West
Virginia Department of Environmental Protection, Office of Abandoned Mine Lands and
under that circumstance those terms and requirements are specifically waived or modified as
agreed to by the Authority and set forth in the Local Act.
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7.9  Byexecution and delivery of this Loan Agreement, notwithstanding the
date hereof, the Governmental Agency specifically recognizes that it is hereby agreeing to
sell its Local Bonds to the Authority and that such obligation may be specifically enforced or
subject to a similar equitable remedy by the Authority.

7.10  This Loan Agreement shall terminate upon the earlier of:

(i) the end of ninety (90) days after the date of execution hereof by
the Authority or such later date as is agreed to in writing by the
Council if the Governmental Agency has failed to deliver the
ILocal Bonds to the Authority;

(i)  termination by the Authority and the Council pursuant to
Section 6.1 hereof; or

(iiiy payment in full of the principal of and interest on the Loan and

of any fees and charges owed by the Govemnmental Agency to
the Authority, acting on behalf of the Council.

17-



IN WITNESS WHEREQF, the parties hereto have caused this Loan Agreement
to be executed by their respective duly authorized officers as of the date executed below by

the Authority.

(SEAL)

Attest:

62¢\7cyaﬁaft<k'/fg/ﬁgtifiiﬁ%4

Its: Secretary

(SEAL)

Attest:

Its: Secretary-Treasurer

{CI107669.1}

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

By: R
Its: Chairfian_ | '}
Date: T-19-0( -

WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY

M@;w

Iis: DIFector

Date: :l‘gglo\a 2006

_18-



EXHIBIT A

FORM OF CERTIFICATE QF CONSULTING ENGINEER

(Issuer)

(Name of Bonds)

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

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

2. The Bonds are being issued for the purposes of (1) ,
and (ii) paying certain issuance and other costs in connection therewith,

3. To the best of my knowledge, information and belief, (i) within the
limits and in accordance with the applicable and governing contractual requirements relating
to the Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by [DEP/BPH/PSC] and any
change orders approved by the Issuer, the Council and all necessary governmental bodies; (11)
the Project, as designed, is adequate for its intended purpose and has a useful life of at least
___years if properly operated and maintaincd, excepting anticipated replacements due 1o
normal wear and tear; (iii) the Issuer has received bids for the acquisition and construction of
the Project which are in an amount and otherwise compatible with the plan of financing set
forth in the Schedule B attached hereto as Exhibit A and my firm' has ascertained that al}

'[f another responsible party, such as the Issuer’s attorney, reviews the insurance and
payment bonds, then insert the following: [and in reliance upon the opinion of ,
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successful bidders have made required provisions for all insurance and payment and
performance bonds and that such insurance policies or binders and such bonds have been
verified for accuracy; (iv) the successful bidders received any and all addenda to the original
bid documents; (v) the bid documents relating to the Project reflect the Project as approved
by the [DEP/BPH/PSC] and the bid forms provided to the bidders contain all critical
operational components of the Project; {vi) the successful bids include prices for every item
on such bid forms; (vii) the uniform bid procedures were followed; (viii) the Issuer has
obtained all permits required by the laws of the State of West Virginia and the United States
necessary for the acquisition and construction of the Project and operation of the System; {1x)
as of the effective date thereof, “the rates and charges for the System as adopted by the Issuer
will be sufficient to comply with the provisions of the Loan Agreement; (x) the net proceeds
of the Bonds, together with all other moneys on deposit or to be simultaneously depostted
and irrevocably pledged thereto and the proceeds of grants, if any, irrevocably committed
therefor, are sufficient to pay the costs of acquisition and construction of the Project st forth
in the Schedule B attached hereto and approved by the Council; and (xi) attached hereto as
Exhibit A is the final amended “Schedule B - Final Total Cost of Project, Sources of Funds
and Costs of Financing” for the Project.

WITNESS my signature and seal on this day of ,

[SEAL]

By:
West Virginia License No.

Esq.] and delete “my firm has ascertained that”.

Ifthe Rule 42 Exhibit and/or rate structure was prepared by an accountant, then insert the
following: “In reliance upon the certificate of of even date herewith,”
at the beginning of (ix). -20-




EXHIBIT B

OPINION OF BOND COUNSEL FOR GOVERNMENTAL AGENCY

[To Be Dated as of Date of Loan Closing]

West Virginia Infrastructure and
Jobs Development Council

300 Summers Street, Suite 980

Charleston, West Virginia 25301

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

Ladies and Gentlemen:

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

We have examined a certified copy of proceedings and other papers relating to
the authorization of (i) a loan agreement dated , , including all
schedules and exhibits attached thereto (the "Loan Agreement"), between the Govenmental
Agency and the West Virginia Water Development Authority (the "Authority"), on behalfof
the West Virginia Infrastructure and Jobs Devclopment Council (the "Council"), and (ii) the
issue of a series of revenue bonds of the Governmental Agency, dated ,
(the "Local Bonds"), to be purchased by the Authority in accordance with the provisions of
the Loan Agreement, The Local Bonds are issued in the principal amount of $ , in the
form of one bond, registered as to principal and interest to the Authority, with interest and
principal payable quarterly on March 1, June 1, September 1 and December 1 of each year,
beginning 1, , and ending 1 , as sct forth in the
"Sehedule Y attached to the Loan Agreement and incorporated in and made a part of the
Local Bonds.

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

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

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

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

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

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

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

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

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

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

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

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

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

Very truly yours,



Name of Governmental Agency
Name of Bond Issue(s)
Type of Project
Fiscal Year

2. Operating Expenses

EXHIBIT C

MONTHLY FINANCIAL REPORT

Current

Item Month

1. Gross Revenues

Water Wastewater
Report Month
Budget
Year To
Total Budget Date Minus
Year Year Total Year
To Date To Date To Date

3. Bond Payments:

Type of Issue

Clean Water SRF

Drinking Water TRF

Infrastructure Fund

Water Development
Authority

Rural Utilities Service
Economic Development

Administration
Other (Identify)

. Renewal and
Replacement

Fund Deposits

Name of Person Completing Form

Address

Telephone
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INSTRUCTIONS FOR COMPLETING MONTHLY FINANCIAL REPORT

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

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

[tem 3 Provide the Bond Payments (principal, interest and reserve account) for all the
outstanding bonds of the Governmental Agency according to the source of
funding. For example, Clean Water State Revolving Fund loan from
Department of Environmental Protection, Drinking Water Treatment
Revolving Fund loan from Bureau for Public Health, Infrastructure Fund loan
from Infrastructure and Jobs Development Council, or a loan from the Water
Development Authority, etc.

[tem 4 Provide the amount deposited into the Renewal and Replacement Fund each month.
This amount is equal to 2.5% of Gross Revenues minus the total reserve
account payments included in Item 3. If Gross Revenues are $1,200, then $30
(2.5% of $1,200), LESS the amount of all reserve account payments in Item 3
should be deposited into the Renewal and Replacement Fund. The money in
the Renewal and Replacement Fund should be kept separate and apart from all
other funds of the Governmental Agency.

The Governmental Agency must complete the Monthly Financial Report and forward it
to the Water Development Authority by the 10™ day of each month, commencing on the
date contracts are executed for the acquisition or construction of the Project and for
two years following the complction of acquisition or construction of the Project.

4.



EXHIBIT D

MONTHLY PAYMENT FORM

West Virginia Water Development Authority
180 Association Drive
Charleston, WV 235311

Re: [Name of bond issue]

[adies and Gentlemen:

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

Sinking Fund:
Interest
Principal

Total:

&€ 3 A A

Reserve Account:

Witness my signature this day of

[Name of Governmental Agency]

By:

Authorized Officer

Enclosure: copy of check(s)
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SCHEDULE X

DESCRIPTION OF LOCAL BONDS

Principal Amount of Local Bonds $300,000
Purchase Price of Local Bonds  $300,000

The Local Bonds shall bear no interest. Commencing March 1, 2008, principal
on the Local Bonds is payable quarterly. Quarterly payments will be made on March 1, June
1, September 1 and December 1 of each year as set forth on the Schedule Y attached hereto
and incorporated herein by reference.

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

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

The Governmental Agency may prepay the Local Bonds in full at any time at
the price of par but only with the Council’s written consent. The Governmental Agency shall
request approval from the Authority and Council in writing of any proposed debt which will
be issued by the Governmental Agency on a parity with the Local Bonds which request must
be filed at least 60 days prior to the intended date of 1ssuance.

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

(i) McDowell County Public Service District’s Water Revenue Bond, Series
1993, dated June 23, 1993, issued in the original aggregate principal amount of
$818,000 (the “Series 1993 Bonds™);

(ii) McDowell County Public Service District’s Water Revenue Bond, Series
1995, dated September 26, 1995, issued in the original aggregate principal
amount of $500,000 (the “Series 1995 Bond™);

(iii) McDowell County Public Service District’s 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”);
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(iv) McDowell County Public Service District’s 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) McDowell County Public Service District’s 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”);

(vi) McDowell County Public Service District’s Water Revenue Bonds, Sertes
1999 C, dated August 11, 1999, issued in the original aggregate principal
amount of $125,000 (the “Series 1999 C Bonds™); and

(vii) McDowell County Public Service District’s Water Revenue Bonds, Series

2005 A, dated February 23, 2001, issued in the original aggregate principal
amount of $145,000 (the “Series 2001 A Bonds”).

7.



SCHEDULE Y

DEBT SERVICE SCHEDULE

SJOU’DGG © e e n——— oA o e e e e—

MeDowceh County Public Service t)”i'sl.rric.."i:{W?h:sﬁn\a'irginia)
0% Imterest Rate; 40 Years from Closing Datz
Closing Dare: July 27, 2006

Debt Service Schedule Part 1ofd
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R I E 4 - - -
FLG 12004 - " -
00T - - -
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12320075 - - -
SAA0GS 199,00 . 1,949.00)
Ol 120008 - 1,949,0:1
WYY - 1,939.0
1245142068 - 1,849.61
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OEG00G 1,33 0f - 1,946,63
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X BT E 1,348 06 - FAREED
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QGG 134500 - [AEE X
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AED 12012 1.345.00 ) - 1,948
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Ac12007 1,318,040 - 1,545.00
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330[‘ non S U UU— e prnrmn e uom e o 4 % xrermessicenstect dimm s e
McDowell Counrj, Public Service District {(West ‘v‘”trcrmm)

0% Tnterest Rate; 40 Years from Closing Date

Closing Date: July 27, 2006

Debt SCrViee Sehedule Part2 af .l
Date Priocipat Coupen Taiat P+1
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G203 134504 .
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ORIEGZS 1,24K.00 ’ ’ Tt o )
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12810028 1,54%.0 - .
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§3000000 R o
McDowell County Public Service Distriet (West Virginia)

0% Interest Rate; 40 Years from Closing Date

Closing Date: July 27, 2006

Diebi Service Schedule Part 3 0f 4
Date Frincipal Conpeste Tokal B
£9/01:3008 LHEan . [REEREH
120122028 14940 - 1 548,
LU1T029 1,548.100 . [.948.00
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1251:2032 U800 . 1,94%.00
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$300,000
McDoweli County Public Service District (West Virginia)

0% Interest Rate; 40 Yeurs [rom Closing Date

Closing Date: July 27, 2006

Delbt Service Schedule Purt 4 of 4

Date Priewipad Coupen Total P+
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SCHEDULE Z

None,
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 2006 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

No. AR-1

FOR VALUE RECEIVED, MCDOWELL COUNTY PUBLIC SERVICE DISTRICT (the
"Borrower") promises to pay to the order of the UNITED STATES OF AMERICA (the "Government"),
or its registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place
as the Government may hereafter designate in writing, the principal sum of TWO HUNDRED THIRTY-
SIX THOUSAND DOLLARS ($236,000), 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 this
Bond and continuing on the corresponding day of each month for the first 24 months after the date hereof,
and $1,084, 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 paymenits.

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

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

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

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

CHS336300.1



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

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

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

~This Bond, together with any additional bonds ranking on a parity herewith which may be
issued and outstanding for the purpose of providing funds for financing costs of acquisition and
construction of improvements and extensions to the existing public waterworks system (the "System") of
the Borrower, is payable solely from the net revenues to be derived from the operation of the System in
the manner provided in the hereinafter defined Resolution. This Bond does not in any manner constitute
an indebtedness of Borrower within the meaning of any constitutional or statutory provision or limitation.

. Registration of this Bond is transferable by the registered owner hereof in person or by his,

her or its artorney duly authorized in writing, at the office of Borrower, as Bond Registrar, but only in the
manrer, subject to the limitations and upon payment of the charges, if any, provided in the Resolution and
upon surrender and cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
denomination or denominations, for the like principal amount, will be issued to the transferee in exchange
herefor.

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.
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This Bond has been issued under and in full compliance with the Constitution and statutes
of the State of West Virginia, including, among others, Chapter 16, Article 13A of the West Virginia
Code, as amended (the "Act"), and a Resolution of the Borrower duly adopted on July 25, 2006, and a
Supplemental Resolution of the Borrower duly adopted on July 25, 2006, authorizing issuance of this Bond
(collectively, the “Resolution™).

If at any time it shall appear to the Government that Borrower may be able to obtain a loan
from 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 Farmer and Rural Development Act of 1965. This Bond shall be subject to
the present regulations of the Government and to its fure 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; (6) WATER REVENUE BONDS, SERIES 1999 C; AND (7) WATER REVENUE BONDS,
SERIES 2001 A, ALL AS DESCRIBED IN THE RESOLUTION (COLLECTIVELY, THE “PRIOR
BONDS™), AND (8) WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED JULY 27, 2006, ISSUED CONCURRENTLY HEREWITH IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $300,000.

In accordance with the requirements of the United States Departiment of Agriculture, the
Bonds will be in default should any proceeds of the Bonds be used for a purpose that will contribute to

excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricuimral
commodity.

[Remainder of Page Intentionally Left Blank]
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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.

ks

JBLIC SERVICE DISTRICT

W

MCDOWELL COUNT¥¥

[CORPORATE SEAL] A,
b oy Y
Chaé/fnaﬁ”:‘}@a T

ATTEST:

Secretary
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RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1) $215,043.49 07.27.06 (19) $
2) 3 200 %
(3) $ 2n %
{4) $ 22§
(5) S (23) $
(6) $ 24 8
A $ (25) $
-] $ (26) $
9 $ 27 5
o . $ (28) §
(1) $ (29) $
(12) _§ G $
a3 _ s 3l §
(14) 3 (32} $
(15 8 (33 8
(16) S (34) $
an_ s (35 S
(18 3 (36) _$
TOTAL $
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{Form of Assignment)

ASSIGNMENT

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

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

Dated: 2

In presence of:

07.20.06
582180.00003

CHS36300.1 Pagebof 6



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

No. BR-1 $300,000

KNOW ALL MEN BY THESE PRESENTS: That on the 27th day of July, 2006,
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT, a public service district and public corporation
and political subdivision of the State of West Virginia in McDowell County of said State (the “Issuer”), for
value received, hereby promises to pay, solely from the special funds provided therefor, as hereinafter set
forth, to the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY (the "Authority ") or registered
assigns the sum of THREE HUNDRED THOUSAND DOLLARS (3300,000), or such lesser amount as
shali have been advanced to the Issuer hereunder and not previcusly repaid, as set forth in the "Record of
Advances” attached as EXHIBIT A bereto and incorporated herein by reference, in quarterly installments
on March 1, June 1, September 1 and December 1 of each year, commencing March 1, 2008, as set forth
on the "Debt Service Schedule” attached -as EXHIBIT B hereto and incorporated herein by reference.

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

This Bond may be redeemed prior to its stated date of maturity in whole or in part, but only
with the express written consent of the Authority and the West Virginia Infrastructure and Jobs Development
Council (the “Council”), and upon the terms and conditions prescribed by, and otherwise in compliance
with, the Loan Agreement by and between the Issuer and the Authority, on behalf of the Council, dated July
27, 2006.

This Bond is issued {i) to pay a portion of the costs of acquisition and construction of
improvements and extensions to the existing public waterworks system of the Issuer (the "Project"); (ii) to
pay in full the entire outstanding principal of and all accrued interest on the Issuer’s Waterworks System
design Notes, Series 2000 A {West Virginia Infrastructiure Fund) (the “Prior Notes”); and (iii) to pay certain
costs of issuance of the Bonds of this Series (the “Bonds”) and related costs. The existing public
waterworks system of the Issuer, the Project and any further additions, betterments or improvements thereto
are herein called the "System." This Bond is issued under the authority of and in full compliance with the
Constitution and statutes of the State of West Virginia, including particularly Chapter 16, Article 13A and
Chapter 31, Article 15A of the West Virginia Code of 1931, as amended (collectively, the "Act"), a Bond
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Resolution duly adopted by the Issuer on July 25, 2006, and a Supplementa! Resolution duly adopted by
the Issuer on July 25, 2006 (collectively, the "Bond Legislation"), and is subject to all the terms and
condizions thereof. The Bond Legislation provides for the issuance of additional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY, 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 1993; (3) WATER REVENUE BOND, SERIES
1997 A: (4) WATER REVENUE BONDS, SERIES 1999 A; (5) WATER REVENUE BONDS, SERIES
1999 B; (6) WATER REVENUE BONDS, SERIES 1999 C; AND (7) WATER REVENUE BONDS,
SERIES 2001 A, ALL AS DESCRIBED IN THE RESOLUTION (COLLECTIVELY, THE “PRIOR
BONDS”), AND (8) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED JULY 27, 2006, ISSUED CONCURRENTLY HEREWITH IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $236,000 (THE “SERIES 2006 A BONDS™).

This Bond is payable only from and secured by a pledge of the Net Revenues (as defined
in the Bond Legisiation) to be derived from the operation of the System, on a parity with the pledge of Net
Revenues in favor of the Holders of the Series 2006 A Bonds ard the Prior Bonds, and from monies in the
reserve account created under the Bond Legislation for the Bonds (the "Series 2006 B Bonds Reserve
Account”), and unexpended proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the
principal of and interest, if any, on all bonds which may be issued pursuant to the Act and which shall be
set aside as a special fund hereby pledged for such purpose. This Bond does not constitute an indebtedness
of the Issuer within the meaning of any constitutional or statutory provisions or limitations, nor shall the
Issuer be obligated to pay the same or the interest, if any, hereon, except from said special fund provided
from the Net Revenues, the monies in the Series 2006 B Bonds Reserve Account and unexpended proceeds
of the Bonds. Pursuant to the Bond Legislation, the Issuer has covenanted and agreed to establish and
maintain just and equitable rates and charges for the use of the System and the services rendered thereby,
which shall be sufficient, together with other revenues of the System, to provide for the reasonable
expenses of operation, repair and maintenance of the System, and te leave a balance each year equal to
at least 115% of the maximum amount payable in any year for principal of and interest, if any, on the
Bonds, and all other obligations secured by a lien on or payable from such revenues on a parity with the
Bonds, including the Series 2006 A Bonds, and the Prior Bonds; provided however, that so long as there
exists in the Series 2006 B Bonds Reserve Account an amount at least equal to the maximuin amount of
principal and interest, if any, which will become due on the Bonds in the then current or any succeeding
year, and in the respective reserve accounts established for any other obligations outstanding on a parity
with the Bonds, including the Series 2006 A Bonds, and the Prior Bonds, an amount at least equal to the
requirement therefor, such percentage may be reduced to 110%. The Issuer has entered into certain
further covenants with the registered owners of the Bonds for the terms of which reference is made to the
Bond Legisiation. Remedies provided the registered owners of the Bonds are exclusively as provided in
the Bond Legislation, to which reference is here made for a detailed description thereof,
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Subject to the registration requirements set forth herein, this Bond is transferable, as
provided in the Bond Legislation, cnly upen the bocks of The Huntington National Bank, Charleston, West
Virginia, as registrar (the “Registrar™), by the registered owner, or by its attorney duly authorized in
writing, upon the surrender of this Bond, together with a written instrument of transfer satisfactory to the
Registrar, duly executed by the registered owner or its attorney duly autherized in writing.

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

All money received from the sale of this Bond, after reimbursement and repayment of all
amounts advanced for preliminary expenses as provided by law and the Bond Legislation, shall be applied
solely 10 payment of the costs of the Project and costs of issuance hereof described in the Bond Legislation,
and there shall be and hereby is created and granted a lien upon such menies, until sc applied, in favor of
the registered owner of this Bond.

In accordance with the requirements of the United States Department of Agriculture for
the issuance of parity obligations, the Bonds will be in default should any proceeds of the Bonds be used
for a purpose that will contribute 10 excessive erosion of highly erodible land or to the cenversion of
wetlands to produce an agriculmural commodity.

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

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

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREQOF, MCDOWELL COUNTY PUBLIC SERVICE DISTRICT has
caused this Bond to be signed by its Chairman, and its corporate seal to be hereunto affixed and artested
by its Secretary, and has caused this Bond to be dated the date first written above.

/‘l

i3

-

[SEAL] [t ot
Gaimga T
ATTEST:
o ~ N4 »
ﬁ ,. 7’}/’2/ /U’L'Q_-—"'@ AL éw .
Secretary e
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2006 B Bonds described in the within-mentioned Bond
Legislation and has been duly registered in the name of the registered owner set forth above, as of the date

set forth below.

Date: July 27, 2006

THE HUNTINGTON NATIONAL BANK,
as Registrar ¥

PR
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(0 $28.500 07.27.06.(19) %
3] $ (20 $
(3 $ AV
(4) S 2n _§
(5) S 23 S
(6} $ 24 8
(7 S 23 8
(8) 3 (26) 8§
(9) $ 27n 8§
1o S 28 S
(an s 29 _§
(12) S G §
(13§ (3§
a4y 3 _$
(15) S (33) b}
(16) S 34y §
(17 8 (35 3
as) S (3¢6) 8§
TOTAL $
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EXHIBIT B

DEBT SERVICE SCHEDULE

Date

09/01/2006
12/01/2006
03/01/2007
06/01/2007
09/01/2007
12/01/2007
02/01/2008
06/01/2008
09/01/2008
12/01/2008
03/01/2009
06/01/2009
09/01/2009
12/01/2009
03/01/2010
06/01/2010
09/01/2010
12/01/2010
03/01/2011
06/01/2011
09/01/2011
12/01/2011
03/01/2012
06/01/2012
09/01/2012
12/01/2012
03/01/2013
06/01/2013
0%/01/2013
12/01/2013
03/01/2014
06/01/2014
09/01/2014
12/01/2014
03/01/2013

Principal Coupon

1,949.00
1,049.00
1,049.00
1,945.00
1,949.00
1,949.00
1,949.00
1,949.00
1,548.00
1,048.00
1,048.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,548.00
1,948.00
1,948.00
1,948.00
1,948.00
1,048.00
1,548.00
1,548.00
1,948.00
1.948.00
1,548.00
1,948.00
1,948.00
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Total P+J

1,549.00
1,949.00
1,949.00
1,949.00
§,949.00
1,949.00
1,949.00
1,549.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,648.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,648.00
1,548.00



Date

12/01/2015
03/01/2016
06/01/2016
09/01/2016
12/01/2016
03/01/2017
06/01/2017
09/01/2017
12/01/2017
03/01/2018
06/01/2018
09/01/2018
12/01/2018
03/01/2019
06/01/2019
09/01/2019
12/01/2019
03/01/2020
06/01/2020
09/01/2020
12/01/2020
03/G1/2021
06/01/2021
09/01/2021
12/01/2021
03/01/2022
06/01/2022
09/01/2022
12/01/2022
03/01/2023
06/01/2023
09/01/2023
12/01/2023
03/01/2024
06/01/2024
09/01/2024
12/01/2024
03/01/2025
06/01/2025
05/01/2025
12/01/2025

Payment Coupoen

1,948.00
£,948.00
1,943.00
1,948.00
1,948.00
1,948.00
1,948.00
1,548.00
1,948.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,548.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
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Total P+I

1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,945.00
1,948.00
1,548.00
1,948.00
1,048.00
1,548.00
1,048.00
1,948.00
1,943.00
1,948.00
1,948.00
1,048.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,543.00
1,548.00
1,548.00
1,948.00
1,048.00
1,948.00
1,948.00
1,548.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,943.00
1,648.00
1,948.00
1,948.00
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Date

03/01/2026
06/01/2026
09/01/2026
12/01/2026
03/01/2027
06/01/2027
09/01/2027
12/01/2027
03/01/2028
06/01/2028
09/01/2028
12/01/2028
03/01/2029
06/01/2029
09/01/2029
12/01/2029
03/01/2030
06/01/2030
09/01/2030
12/01/2030
03/01/2031
06/01/2031
09/01/2031
12/01/2031
03/01/2032
06/01/2032
09/01/2032
12/01/2032
03/01/2033
06/01/2033
09/01/2033
12/01/2033
03/01/2034
06/01/2034
09/01/2034
12/01/2034
03/01/2033
06/01/2033
09/01/2035
12/01/2035
03/01/2036

Payment Coupon

1,048.00
1,948.00
1,548.00
1,948.00
1,948.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,048.00
1,948.00
1,948.00
1,948.00
11,548.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,548.00
1,548.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,942.00
1,948.00
1,948.00
1,548.00
1,948.00
1,948.00
1,948.00
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Total P+1

1,048.00
1,948.00
1,048.00
1,548.00
1,948.00
1,948.00
1,948.00
1,048.00
1,948.00
1,9438.00
1,648.00
1,048.00
1,048.00
1,948.00
1,943.00
1,948.00
1,948.00
1,548.00
1,948.00
1,948.00
1,948.00
1,048.00
1,048.00
1,948.00
1,548.00
1,48.00
1,948.00
1,948.00
1,048.00
1,948.00
1,948.00
1,548.00
1,048.00
1,948.00
1,948.00
1,948.00
1,648.00
1,548.00
1,948.00
1,948.00
1,948.00
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Date

06/01/2036
09/01/2036
12/01/2036
03/01/2037
06/01/2037
09/01/2037
12/01/2037
03/01/2038
06/01/2038
09/01/2038
12/01/2038
03/01/2039
06/01/2039
09/01/2039
12/01/2039
03/01/2040
06/01/2040
09/01/2040

12/01/2040°

03/01/2041
06/01/2041
09/01/2041
12/01/2041
03/01/2042
06/01/2042
09/01/2042
12/01/2042
03/01/2043
06/01/2043
09/01/2043
12/01/2043
03/01/2044
06/01/2044
09/01/2044
12/01/2044
03/0172045
06/01/2043
09/01/2045
12/01/2045
03/01/2046
06/01/2046

Payment Coupon

1,948.00
1,948.00
1,948.00
1,548.00
1,948.00
1,948.00 .
1,948.00
1,948.00
1,948.00
1,048.00
1,648.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,848.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,548.00
1,948.00
1,048.00
1,948.00
1,948.00
1,548.00
1,048.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,048.00

Page 10 of 11

Totat P+!

1,948.00
1,948.00
1,948.00
1,548.00
1,648.00
1 948.00
1,948.00
1,948.00
1,948.00
1,648.00
1,648.00
£,048.00
1,943.00
1,948.00
1,948.00
1,648.00
1,048.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,048.00
1,948.00
1,948.00
1,948.00
1,548.00
1,048.00
1,948.00
1,948.00
1.948.00
1,648.00
i 948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,948.00
1,048.00
1,048.00
1,948.00



(Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint

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

Dated:

]

In the presence of:

07.20.00
582180.00003
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2006 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$236,000

REGISTRATION BOOKS

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

Signature of

Date of In Whose Name Secretary
Bond No. Registration Registered of Repistrar
United States Department ; o - oy ,
AR-1 July 27, 2006 of Agriculture d - T‘ AR \CW&U”‘J&&.

07.10.06
582180.00003
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JOHNSON Charleston, WV 25326-1588

PLLC

ATTORNEYS AT LAW (304)353»8000 {304) 353-8180 Fax

Clarksburg Chaleston Morgantown Marunsburg Wheeling Huntington www.steptoe—johnson.com

July 27, 2006

McDowell County Public Service District
Water Revenue Bonds, Series 2006 A
(United States Department of Agriculiure)

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 $ 236,000 Water Revenue
Bonds, Series 2006 A (United States Department of Agriculure) dated the date hereof (the "Bonds"},
pursuant to Chapter 16, Article 13A of the West Virginia Code of 1931, as amended (the "Act"), a Bond
Resolution duly adopted by the Issuer on July 25, 2006, and a Supplemental Resolution duly adopted by
the Issuer on July 25, 2006 (collectively, the "Bond Legislation"). We have examined the law and such
certified copies of proceedings and other papers as we deem necessary to render this opinion.

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

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

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

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

Issuer and constituies a valid and binding obligation of the Issuer enforceable upon the I[ssuer.

3. Pursuant to the Act, the Bond Legislation creates a valid lien on the funds pledged
by the Bond Legislation for the security of the Bonds, on a parity with the Issuer’s Water Revenue Bond,
Series 1993, dated June 23, 1993, Water Revenue Bond, Series 1995, dated September 26, 1995, Water
Revenue Bond, 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, Water Revenue Bonds,
Series 1999 C, dated August 11, 1999, Water Revenue Bonds, Series 2001 A, dated February 23, 2001,
and Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure Fund), dated July 27, 2006, issued
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concurrently herewith in the original aggregate principal amount of $300,000, subject to no prior lien
granted under the Act.

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

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

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

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

Very truly yours,

w%?@é‘f //’Q/Z&E{LQ

STEPTOE & JOHNSON PLLC

07.19.06
382180.00003
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ATTORNEYS AT LAW (304} 353-8000 {304) 353-8180 Fax

Clarksburg Charleston Morgantown Martinsburg Wheeling Hunringron www.steptoe-johnsun.com

Juiy 27, 20006

McDowell County Public Service District
Water Revenue Bonds, Series 2006 B
{West Virginia Infrastructure Fund}

McDowell County Public Service District
Coalwood, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Infrastruceure and Jobs
Development Council
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by McDowell County
Public Service District (the "Issuer"), a public service district, public corporation and political subdivision
created and existing under the laws of the State of West Virginia, of its $300,000 Water Revenue Bonds,
Series 2006 B (West Virginia Infrastructure Fund), dated the date hereof (the "Bonds").

We have examined the law and certified copies of proceedings and other papers relating
to the authorization of a loan agreement, dated July 27, 2006, including all schedules and exhibits attached
thereto (the "Loan Agreement"), by and between the Issuer and the West Virginia Water Development
Authority {the "Authority"), on behaif of the West Virginia Infrastructure and Jobs Development Council
(the "Council™), and the Bonds, which are to be purchased by the Authority in accordance with the
provisions of the Loan Agreement. The Bonds are originally issued in the form of one Bond, registered
as to principal only to the Authority, bearing no interest, with principal payable quarterly on March 1,
June 1, September 1 and December 1 of each year, commencing March 1, 2008, and maturing June
1, 2046, all as set forth in the "Schedule Y" attached to the Loan Agreement and incorporated in and made
a part of the Bonds.

The Bonds are issued under the authority of and in fufl compliance with the Constitution
and statutes of the State of West Virginia, including particularly, Chapter 16, Article 13A and Chapter 31,
Article 15A of the West Virginia Code of 1931, as amended (collectively, the "Act"), for the purpose of
(i) paying in full the entire outstanding principal of and all accrued interest on the Issuer’s Waterworks
System Design Notes, Series 2000 A; (it} paying a portion of the costs of acquisition and construction of
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improvements and extensions to the existing public waterworks system of the Issuer (the "Project"); and
{iii) paying certain costs of issuance and related costs.

We have also examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on July 25, 2006, as supplemented by a Supplemental Resolution duly adopted by
the Issuer on July 25, 2006 (collectively, the "Bond Legislation"), pursuant to and under which Act and
Bond Legislation the Bonds are authorized and issued, and the Loan Agreement has been entered into.
The Bonds are subject to redemption prior to maturity to the extent, at the time, under the conditions and
subject to the limitations set forth in the Bond Legislation and the Loan Agreement. All capitalized terms
used herein and not otherwise defined herein shall have the same meanings set forth in the Bond
Legislation and the Loan Agreement when used herein.

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

I. The Issuer is a duly created and validly existing public service district, public
corporation, and political subdivision of the State of West Virginia, with full power and authority to
acquire and construct the Project, to operate and maintain the System, to adopt the Bond Legislation and
to issue and sell the Bonds, all under the Act and other applicable provisions of law.

2. The Loan Agreement has been duly authorized by and executed on behalf of the
Issuer, is a valid and binding special obligation of the Issuer, enforceable in accordance with the terms
thereof, and inures to the benefit of the Authority and the Council and cannot be amended so as to affect
adversely the rights of the Authority or the Council or diminish the obligations of the Issuer without the
written consent of the Authority and the Council.

3. The Bond Legislation and all other necessary orders and resolutions have been duly
adopted by the Issuer in connection with the issuance and sale of the Bonds and constitute valid and binding
obligations of the lIssuer, enforceable against the Issuer in accordance with their terms. The Bond
Legislation contains provisions and covenants substantially in the form of those set forth in Section 4.1 of
the Loan Agreement.

4. The Bonds have been duly authorized, issued, executed and delivered by the Issuer
to the Authority and are valid, legally enforceable and binding special obligations of the Issuer, payable
from the Net Revenues of the Systemn referred to in the Bond Legislation and secured by a first lien on and
pledge of the Net Revenues of the System, on a parity with respect to liens, pledge and source of and
security for payment 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, 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, Water Revenue Bonds, Series 1999 C, dated August 1}, 1999,
Water Revenue Bonds, Series 2001 A, dated February 23, 2001, and Water Revenue Bonds, Series 2006
A (United States Department of Agriculture}, dated July 27, 2006, issued concurrently herewith in the
original aggregate principal amount of $236,000, all in accordance with the terms of the Bonds and the
Bond Legislation.

CH334137.2
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5. The Bonds are, under the Act, exempt from all taxation by the State of
West Virginia and the other taxing bodies of the State. and the interest on the Bonds, if any, is exempt
from personal and corporate net income taxes imposed directly thereon by the State of West Virginia.

6. 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.

7. The Issuer’s Waterworks System Design Notes, Series 2000 A (the "Prior Notes™)
have been paid within the meaning and with the effect expressed in the Prior Resolution, and the
covenants, agreements and other obligations of the Issuer to the holders and owners of the Prior Notes
have been satisfied and discharged. In rendering the opinion set forth in this paragraph, we have relied
upon the Receipt of Payment from the West Virginia Municipal Bond Commission, certifying that it has
received full payment of the entire outstanding principal of and all interest accrued on the Prior Notes on
the date hereof.

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

We have examined the executed and authenticated Bond numbered BR-1, and in our
opinton the form of said Bond and its execution and authentication are regular and proper.

Very truly yours,

N

STEPTOE & JOHNSON PLLC

07.19.06
582180.00603
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TELEPHONE
304-487-1887
TELECOPIER
304-425-7340

LAW OFFICES
WiLLiaM S. WINFREY, 11

W. VA. STATE BAR 4093
1608 MAIN STREET WEST
POST OFFICE BOX 1159
PRINCETON, WV 24740

July 27, 2006

FILE NO.
03-045

McDowell County Public Service District
Water Revenue Bonds, Series 2000 A
(United States Departiment of Agriculture)

McDowell County Public Service District
Welch, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

[ am counsel to McDowell County Public Service District, a public service districtin 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 July 25, 2006 and a supplemental
resolution of the Issuer duly adopted on July 25, 2006, (collectively, the "Resolution”), other documents and
papers relating to the Issuer and the above-captioned Bonds of the Issuer (the "Bonds") and documents and
orders of The County Commission of 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.

[ am of the opinion that:

1. The Issuer is duly created and validly existing as a public service district and as a pubiic
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 elccted, 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.

CH834267.2
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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 default under any
agreement, document or instrument to which the {ssuer 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, excmptions 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 chargcs, 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 thercof.

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.

Yours very truly,

WILLIAM S. WINFREY, II

07.10.06
582180/00003

CH834267.2



LAW OFFICES
WILLIAM S. WINFREY, 11

W. VA. STATE BAR 4093
1608 MAIN STREET WEST

TELEPHONE POST OFFICE BOX 1159

304-487-1887 PRINCETON, WV 24740 FILE NO.
TELECOPIER 03-045
304-425-7340 July 27, 2006

McDowell County Public Service District
Water Revenue Bonds, Series 2006 B
{West Virginia Infrastructure Fund)

McDowell County Public Service Distriet
Welch, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Infrastructure and Jobs
Development Council
Charleston, West Virginia

Steptoe & Johnson PLLC
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 "Issucr™). As such counsel, | have examined copies of the approving
opinions of Steptoe & Johnson PLLC, as bond counsel, a loan agreement for the Series 2006 B Bonds dated
July 27,2006, including all schedules and exhibits attached thereto (the “Loan Agreement”), by and between
the Issuer and the West Virginia Water Development Authority (the "Authority"), on behalf of the West
Virginia Infrastructure and Jobs Development Council (the “Council”), the Bond Resolution duly adopted
by the Issuer on July 25, 2006 , as supplemented by the Supplemental Resolution duly adopted by the Issuer
on July 25, 2006 {(collectively, the "Bond Legislation"), and other documents, papers, agreements,
instruments and certificates relating to the above-captioned Bonds of the Issuer (collectively, the "Bonds™)
and orders of The County Commission of McDowell County rclating to the Issuer and the appointment of
the members of the Public Service Board of the Issuer. All capitalized terms used herein and not otherwise
defined herein shall have the same meaning set forth in the Bond Legislation and the Loan Agreement when
used herein.

[ am of the opinion that:

CHB34273.2
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1. The Issuer has been duly created and is validly existing as a public service district and
public corporatign and political subdivision of the State of West Virginia.

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

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

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

5. Theexecution and delivery of the Bonds and the Loan Agreement and the consummation
of the transactions contemplated by the Bonds, the Loan Agreement and the Bond Legislation and the
carrying out of the terms thereof, do not and will not, in any material respect, conflict with or constitute, on
the part of the Issuer, a brcach of or default under any order, resolution, agreement or other instrument to
which the Issuer is a party or by which the Issuer or its properties are bound or any existing law, regulation,
court order or consent decree to which the Issuer is subject.

6. The Issucr has received all permits, licenses, approvals, consents, exemptions, orders,
certificates and authorizations nccessary for the creation and existence of the Issuer, the issuance of the
Bonds, the acquisition and construction of the Project, the operation of the System and the imposition of rates
and charges for use of the System, including, without limitation, the receipt of all requisite orders, certificates
and approvals from the West Virginia Bureau for Public Health, the Council, The County Commission of
McDowell County, and the Public Service Commission of West Virginia, and has taken any other action
required for the imposition of such rates and chargcs, including, without limitation, the adoption of resolutton
prescribing such rates and charges.

7. The Issuer has received all orders and approvals from the Public Service Commission
of West Virginia, including the Commission Orders cntered on September 1, 2005, and July 19, 2006,
respectively, in Case No. 05-0686-PWD-CN, granting to the Issuer a certificate of public convenience and
necessity for the Project and approving the financing for the Project. The time for appeal of the Commission
Order entered on September 1, 2005 has expired prior to the date hercof. The time for appeal of the
Commission Order entcred on July 19, 2006 has not expired prior to the date hereof, but the partics to such
Order have indicated that they do not intend to appeal the Order. Both Orders remain in full force and effect.

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

CHB834273.2
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9. I have verified that all successful bidders have made required provisions for all
insurance and payment and performance bonds and I have reviewed such insurance policies or binders and
such bonds for accuracy. Ihave reviewed the contracts, the surety bonds and the policies or other evidence
of insurance coverage in connection with the Project and verified that such surcty bonds and policies (1) are
in compliance with the contracts; (2) are adequate in form, substance and amount to protect the various
interests of the Issuer; (3) have been executed by duly authorized representatives of the proper parties;
(4) meet the requircments of the Act, the Bond Legislation and the Loan Agreement; and (5) all such
documents constitute valid and legally binding obligations of the parties thereto in accordance with the terms,
conditions and provisions thereof.

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

Yours very truly,

William S. Winfrey, 11, Esquire

07.19.06
582180.00003

CHB34273.2



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: _July 27, 2006

ISSUE: McDowell County Public Service District, Water Revenue Bonds. Series 2006 A (United States Department of

Agriculture)

ADDRESS: HC 31, Box 436J. Welch, WV 24801

COUNTY: McDowell

PURPOSE OF ISSUE: New Money: X
Refunding:
ISSUE DATE: _July 27, 2006

ISSUE AMOUNT: _$236.000

IST DEBT SERVICE DUE: N/A

1ST DEBT SERVICE AMOUNT: N/A

REFUNDS ISSUE(S) DATED: N/A

CLOSING DATE: _July 27, 2006

RATE: 4.5%

1ST PRINCIPAL DUE: N/A

PAYING AGENT: Issuer

BOND
COUNSEL: Steptoe & Johnson PLLC

Contact Person: John C. Stump, Esquire

Phone: 304.353.8196

CLOSING BANK: MCNB Bank and Trust Company

Contact Person: Kim Bailey

Phone: _ 304.436.4112

KNOWLEDGEABLE ISSUER CONTACT
Contact Person: Mayvis Brewster

UNDERWRITERS

COUNSEL:
Contact Person:
Phone:

ESCROW TRUSTEE:
Contact Person:
Phone:

OTHER: United States Department of Agriculture
Contact Person: _Theresa Millep

Position: _Office Manager Function: _Rural Development Specialist
Phone: _304.297.2622 Phone: 304.252.8644
DEPOSITS TO MBC AT CLOSE: _Accrued Interest: N
By: Wire __ Capitalized Interest: $
Check _Reserve Account: 3
Other N
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire __To Escrow Trustee: $
Check _____ ToIssuer $
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 2006 A_Reserve Account. The first payment into the Reserve

Account is due 24 months from the date of closing.

FOR MUNICIPAL BOND COMMISSION USE ONLY:

DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:

CHTITT2R01

32A




WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
8 Capitol Street

Suite 500, Terminal Building Date of Report: July 27. 2006
Charleston, WV 25301

(304) 558-3971

ISSUE: McDowell County Public Service District Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure
Fund)

ADDRESS: HC 31, Box 436 ], Welch, West Virginia 24801 CQUNTY: McDowell
PURPOSE OF ISSUE: New Money: X
Refunding: X REFUNDS ISSUE(S) DATED: August 1, 2000
ISSUE DATE: July 27, 2006 CLOSING DATE: July 27, 2006
ISSUE AMOUNT: $300.000 RATE: 0%
1ST DEBT SERVICE DUE: March I, 2008 1ST PRINCIPAL DUE: _ March 1, 2008
IST DEBT SERVICE AMOUNT: _$1.949.00 PAYING AGENT: Municipal Bond Commission
BOND UNDERWRITERS
COUNSEL: Steptoe & Johnson PLLC COUNSEL: Jackson Kelly PLLC
Contact Person: John C. Smump Contact Person: Samme L. Gee, Esquire
Phone: 304.353.8196 Phone: 304.340.1318
CLOSING BANK: MCNB Bank and Trust Company ESCROW TRUSTEE:
Contact Person: Kim Bailey Contact Person:
Phone: 304.436.4112 Phone:
KNOWLEDGEABLE ISSUER CONTACT OTHER: West Virginia Infrastructure & Jobs
Contact Person: Mavis Brewster Development Council
Position: QOffice Manager Contact Person: _Jeff Brady, P.E.
Phone: 304.207.2622 Function: Executive Director
Phone: 304.558.4607
DEPOQSITS TO MBC AT CLOSE: Accrued Interest: h)
By: X Wire Capitalized Interest: $
Check Reserve Account: )
X_ Other: Refunding $ 20,000*
REFUNDS & TRANSFERS BY MEC AT CLOSE
By: Wire To Escrow Trustee: $
Check To Issuer h)
IGT To Cons. Invest. Fund  §
To Other: 3

NOTES: *Deposit is for payment in full of principal of and all accrued interest on the Issuer’s Waterworks System
Desien Notes, Series 2000 A

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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The purpose of the NEW ISSUE REPORT FORM is to provide the WV
Municipal Bond Commission with an early warning of three basic facts no later than the
day of closing on any issue for which the Commission is to act as fiscal agent. These are:

—

Formal notification that a new issue is outstanding.

2. Date of first action or debt service.

3. Contact people should we lack documents, information, or funds needed
to administer the issue by the date of the first action or debt service.

The commission recognizes that as bond transcripts become increasingly long and
complex, it has become more difficult to assemble and submit them to the Commission
within the 30 days specified by the West Virginia Code 13-3-8. This notice is not
intended to provide all the information needed to administer an issue, but to alert the
Commission and ensure that no debt service payments are missed due to delays in
assembling bond transcripts. If, at the time of closing, documents such as the ordinance
and all supplements, debt service schedules, and a specimen bond or photostat are
available and submitted with this form, it will greatly aid the Commission in the
performance of its duties. These documents are needed to set up the proper accounts and
to advise the issuer of monthly deposit requirements as far in advance of the first debt
service as possible.

It is not necessary to complete all items if they are not pertinent to your issue.
Indicate the County of the issuer. With PSDs that overlap more than one county, indicate
the county of their business office. Complete "Rate" enly if the issue has only one rate.
Please complete a separate form for each series of an issue. Other important information
can be recorded under "Notes.”

Again, please submit this form on each new issue on the day of closing. If fund
transfers into or out of the Commission at closing are required, please submit this form
before closing. If no significant facts change by closing, no resubmission at closing is
required. If, however, there are changes, please submit an updated form, with changes
noled, at closing.

If you should have any questions concerning this form, please call the
Commission.

07.10.06
5812180/00003
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2006 A,
(United States Department of Agriculture) and
Water Revenue Bonds, Series 2006 B

{West Virginia Infrastructure Fund)

ACCEPTANCE OF APPOINTMENT AS DEPOSITORY BANK

MCNB Bank and Trust Company, Welch, West Virginia, hereby accepts
appointment as Depository Bank in connection with a Bond Resolution of McDowell County
Public Service District (the "Issuer"), adopted July 25, 2006, and a Supplemental Resolution
of the [ssueradopted July 25, 2006 (collectively, the "Bond Legislation"), authorizing issuance
of the Issuer's Water Revenue Bonds, Series 2006 A (United States Department of Agriculture)
and Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure Fund), all dated July
27, 2006, in the respective principal amounts of $236,000 and $300,000 (collectively, the
"Bonds™) and agrees to serve as Depository Bank in connection with the Bonds, all as set forth
in the Bond Legislation.

WITNESS my signature on this 27th day of July, 2006,

MCNB BANK AND TRUST COMPANY

/}is: Authorized Officét 4

07.19.06
582180.00003
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2006 B
(West Virginia Infrastructure Fund)

ACCEPTANCE OF DUTIES AS REGISTRAR OF SERIES 2006 B BONDS

THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia, hereby
accepts appointment as Registrar in connection with the McDowell County Public Service
District Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure Fund), dated
July 27, 2006, in the principal amount of $300,000 ("the Bonds") and agrees to perform all
duties of Registrar in connection with the Bonds, all as set forth in the Bond Legislation
authorizing issuance of the Bonds.

WITNESS my signature on this 27th day of July, 2006.

THE HUNTINGTON NATIONAL BANK

By: ??«_w//f’_:_—_

Iis:  Authorizeg¢Officer” ™.

07.19.06
582180.00003
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2006 B
(West Virginia Infrastructure Fund)

CERTIFICATE OF REGISTRATION OF SERIES 2006 B BONDS

THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia, as
Registrar under the Bond Legislation and Registrar's Agreement providing for the
above-captioned bond issue of the McDowell County Public Service District (the
"Issuer"), hereby certifies that on the date hereof, the single, fully registered McDowell
County Public Service District Water Revenue Bonds, Series 2006 B (West Virginia
Infrastructure Fund), of the Issuer, dated July 27 2006, in the principal amount of
$300,000, numbered BR-1, is registered as to principal only in the name of "West Virginia
Water Development Authority” in the books of the Issuer kept for that purpose at our
office, by a duly authorized officer on behalf of The Huntington National Bank, as

Registrar,
WITNESS my signature on this 27th day of July, 2006.
THE HUNTINGTON NATIONAL BANK
&35 )

By: / .
[ts:  Authoriz,

07.19.06

582180.00003
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2006 B
(West Virginia Infrastructure Fund)

REGISTRAR'S AGREEMENT

THIS REGISTRAR'S AGREEMENT, dated as of July 27, 2006, by and
between McDOWELL COUNTY PUBLIC SERVICE DISTRICT, a public service district
and public corporation and political subdivision of the State of West Virginia (the "Issuer”}),
and THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia (the "Registrar").

WHEREAS, the Issuer has, contemporaneously with the execution hereof,
issued and sold its $300,000 Water Revenue Bonds, Series 2006 B (West Virginia
Infrastructure Fund), in fully registered form (the "Series 2006 B Bonds"), pursuant to a
Bond Resolution of the Issuer duly adopted July 25, 2006, and a Supplemental Resolution
of the Issuer duly adopted July 25, 2006 (collectively, the "Bond Legislation”};

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

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

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

NOW, THEREFORE, it is agreed by and between the parties hereto as follows:

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

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

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

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

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

6.  The Issuer and the Registrar each warrants and represents that it is duly
authorized and empowered to execute and enter into this Registrar's Agreement and that
neither such execution nor the performance of its duties hereunder or under the Bond
Legislation will violate any order, decree or agreement (0 which it is a party or by which it
is bound.

7. This Registrar's Agreement may be terminated by either party upon
60 days' written notice sent by registered or certified mail to the other party, at the following
respective addresses:
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ISSUER: McDowell County Public Service District
HC 31, Box 436]
Welch, West Virginia 24801
Attention: Chairman

REGISTRAR: The Huntington National Bank
One Huntington Square
Charleston, West Virginia 25301
Auention: Corporate Trust Department

8.  The Registrar is hereby requested and authorized to authenticate, register
and deliver the Bonds in accordance with the Bond Legislation.
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2006 B
(West Virginia Infrastructure Fund)

RECEIPT OF PAYMENT

The undersigned duly authorized representative of the West Virginia Municipal
Bond Commission, as Paying Agent for the Waterworks System Design Notes,
Series 2000 A (West Virginia Infrastructure Fund) (the "Notes"), of McDowell County Public
Service District (the "Issuer™), dated August 1, 2000, in the original aggregate principal
amount of $20,000, bearing no interest, hereby certifies that it has received the sum of
$20,000 from the Issuer and that such sum is sufficient to pay the entire outstanding principal
amount of the Notes and the administrative fee thereon, if any, and discharge the liens,
pledges and encumbrances securing the Notes.

RPN Iew
Dated this3Rb day OFH > 2006.

WEST VIRGINIA MUNICIPAL BOND
COMMISSION

fé@ﬂ-«f\

Its: Authorized Representative

07/18/06
582180.00003
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
McDOWELL COUNTY PUBLIC SERVICE DISTRICT
WATERWORKS SYSTEM DESIGN NOTE, SERIES 2000 A
(WEST VIRGINIA INFRASTRUCTURE FUND)

No. AR-1 $20,000

KNOW ALL MEN BY THESE PRESENTS: That McDOWELL COUNTY
PUBLIC SERVICE DISTRICT, a public service district, public corporation and potitical
subdivision of the State of West Virginia in McDowell County of said State (the "Issuer"},
for value received, hereby promises to pay, solely from the sources and in the manner
provided therefor, as hereinafter set forth, to the West Virginia Water Development Authority
(the "Authority") or registered assigns, on the 1st day of January, 2005, the principal sum
of Twenty Thousand Dollars ($20,000), or such lesser amount as shall have been advanced
to the Issuer hereunder and not previously repaid, as set forth in the Record of Advances
attached hereto and incorporated herein by reference as a part hereof. The Administrative
Fee (as defined in the hereinafter described Notes Legislation) shall be payable in the amounts
and on the dates as set forth in the Loan Agreement (as hereinafter defined). This Note shall
bear no interest.

The principal of this Note and the Administrative Fee are payable in any coin
or currency which on the date of payment thereof is legal tender for the payment of public
and private debts under the laws of the United States of America, at the office of the West
Virginia Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent”).

This Note may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority and the West Virginia
Infrastructure and Jobs Developuent Council (the "Councit"), and upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement dated July
27, 2000, by and between the Issuer and the Authority, on behalf of the Council.

This Note is issued (i} to temporarily finance the costs of a report and study
for the design of certain improvements and extensions to the existing public waterworks
system of the Issuer (the "Project”), and (ii) to pay the costs of issuance hereof and related
costs. The existing public waterworks system of the Issuer, the Project and any further
improvements or exiensions thereto are herein called the "System". This Note is issued under
the authority of and in full compliance with the Constitution and statutes of the State of West
Virginia, including particularly Chapter 16, Article 13A and Chapter 31, Article [5A of the
West Virginia Code of 1931, as amended (collectively, the "Act"), and a Notes Resolution
duly adopted by the Issuer on July 26, 2000, and a Supplemental Resolution duly adopted by
the Issuer om July 26, 2000 (collectively, the "Notes Legislation"}, and is subject to alt the
terms and conditions thereof.
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THIS NOTE IS ISSUED JUNIOR AND SUBORDINATE WITH RESPECT
TO LIENS, PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN
ALL RESPECTS, TO THE FOLLOWING OUTSTANDING OBLIGATIONS OF THE
ISSUER, (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"); (IIl) 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.

The principal of this Note is payable only from and secured by a first lien on
(1) the proceeds of any grants (other than grants from the West Virginia Infrastructure Fund)
received by the Issuer for the System; and (2) the proceeds of any revenue bonds, refunding
bonds or other obligations of the Issuer, issued subsequent to the issuance of this Note. The
moneys from these sources shall be deposited into the Notes Payment Fund established under
the Notes Legislation for the prompt payment of the principal of this Note. In the event no
grants (other than grants from the West Virginia Infrastructure Fund) are received by the
Issuer for the System or no revenue bonds, refunding bonds or other obligations of the Issuer
are issued by the maturity date of the Notes, the payment of the Notes shall be deferred until
the earlier of (i) the date any grants {other than grants from the West Virginia Infrastructure
Fund) are received for the System, (ii) the date any revenue bonds, refunding bonds or other
obligations of the Issuer are issued, or (iii) 20 years froin the date of issuance of the Notes.
In the event any grants (other than grants from the West Virginia Infrastructure Fund) are
received for the System or any revenue bonds, refunding bonds or other obligations of the
Issuer are issued, the Issuer shall pay the entire outstanding principal of, accrued interest, if
any, and the Administrative Fee on the Notes from the proceeds thereof. In the event the
Issuer receives a grant (other than a grant from the West Virginia Infrastructure Fund) or
other non-loan funding assistance for the acquisition and construction of a project to serve the
area described in the application to the Council, which grant or other non-loan funding
assistance may not be used to pay the Notes, then the Notes shall be repaid from the Net
Revenues generated from the project constructed from such grant or other non-loan funding
assistance {or from bond proceeds secured by snch Net Revenues) and such repayment shall
be amortized for a period not to exceed 20 years, provided that, the holders of any
outstanding bonds secured by Net Revenues of the System shail consent to the payment of the

CH396285.1
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Notes from Net Revenues generated from such project. In the event no grants (other than
grants from the West Virginia Infrastructure Fund) are received for the System or no revenue
bonds, refunding bonds or other obligations of the Issuer are issued or no project has been
acquired or constructed by the Issuer within 20 years from the date of issuance of the Notes,
the Council shali authorize the Authority to convert the Notes to a grant and cancel the Notes.

This Note does not constitute a corporate indebtedness of the Issuer within
the meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer
be obligated to pay the same except from the sources set forth above. Under the Notes
Legislation, the Issuer has entered into certain covenants with the Authority, for the terms of
which reference is made to the Notes Legislation. Remedies provided the Authority are
exclusively as provided in the Notes Legislation, to which reference is here made for a

detailed description thereof.

Subject to the requirements for transfer set forth herein, this Note is, and has
all the qualities and incidents of, a negotiable instrument under the Uniform Commercial
Code of the State of West Virginia. This Note is transferable, as provided m the Notes
Legislation, only by transfer of registration upon the books of the Issuer, as registrar (the
"Registrar"), to be made at the request of the registered owner hereof in person or by his
attorney duly authorized in writing, and upon surrender hereof, together with a written
instrument of transfer satisfactory to the Registrar duly executed by the registered owner or
his duly authorized attorney.

All moneys received from the safe of this Note shall be applied solely to the
payment of the costs of a report and study for the design of the Project and the costs of
issuance and related costs described in the Notes Legislation, and there shall be and hereby
is created and granted a lien upon such moneys, until so applied, in favor of the registered
owner of this Note.

Under the Act, this Note is exempt from taxation by the State of West
Virginia and the other taxing bodies of the State.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at issuance
of this Note do exist, have happened and have been performed in due time, form and manner
as required by law, and that the Notes, together with all other obligations of the Issuer, do
not exceed any limit prescribed by the Constitution or stattes of the State of West Virginia.

All provisions of the Notes Legislation and the statutes under which this Note
is issued shall be deemed to be part of the contract evidenced by this Note to the same extent
ag if written fully herein.

CH3%96285.1
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This Note shall not be valid or obligatory unless authenticated and registered
by the Registrar by the execution of the Registrar’s Certificate of Authentication and
Registration attached hereto and incorporated herein.

IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT has caused this Note to be signed by its Chairman and its corporate seal to be
hereunto affixed and attested by its Secretary, and has caused this Note to be dated August

1, 2000.
{SEAL]
U] / /& /(// %’/{/"’/ﬁ
Chairman
Attest:

M

/ ?c’fetar
\
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This is to certify that this Note is one of the Notes described in and issued
under the provisions of the within-mentioned Notes Legislation and has been duly registered
in the name of the registered owner set forth above.

Date: August 1, 2000.

MCDOWELL COUNTY PUBLIC
SERVICE DISTRICT
Registrar

s Tt
w{orized Officer

CH396285.1
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(Form of )

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto
the within-mentioned Note and does hereby

irrevocably constitute and appoint , attorney, to
transfer said Note on the books of the Registrar on behalf of said Issuer with full power of

substitution in the premises.

Dated:

IN THE PRESENCE OF:

CH396285.1
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WEST VIRGINIA INFRASTRUCTURE FUND
RECORD OF ADVANCES

Project Name: McDowell County PSD
Date Closed: 8/01/00

Loan Amount: $20,000
Series 2000 A

Amount Date Amount

1 $19,200 08/01/2000
2 _ 480 . 10/31/2000 -
3 320 04/16/2001
4 [ -
5 - - - -
6 N - —
7 ,,,,,,, e — —— . -
I - o
9 S - —

0

(R -

12 - B

13 o B )

14 -

1 5 S - e - -

__$20,000
Total $20.000

¢ Municipal Bond Commission
Water Development Authority
Jackson & Kelly PLLC
Steptoe & Johnsaon PLLC
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