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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT
RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION
AND CONSTRUCTION OF CERTAIN PUBLIC
SERVICE PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE
EXISTING WATERWORKS SYSTEM OF MCDOWELL
COUNTY PUBLIC SERVICE DISTRICT, AND THE
FINANCING OF THE COST, NOT OTHERWISE
PROVIDED THEREOF, THROUGH THE ISSUANCEBY
THE DISTRICT OF NOT MORE THAN $262,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES 2007 A (UNITED STATES
DEPARTMENT OF AGRICULTURE); DEFINING AND
PRESCRIBING THE TERMS AND PROVISIONS OF
THE BONDS; PROVIDING GENERALLY FOR THE
RIGHTS AND REMEDIES OFF AND SECURITY FOR
THE HOLDER OF THE BONDS; AND PROVIDING
WHEN THIS RESOLUTION SHALL TAKE EFFECT

BEITRESOLVED 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, public service district and political
subdivision of the State of West Virginia in McDowell County of said State, duly created
pursuant to the Act by The County Commission of McDowell County.

Section 1.02.  Findings and Determinations. It is hereby found, determined
and declared as follows:
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A The Issuer currently owns and operates a public waterworks system
and desires to finance and acquire, construct, operate and maintain certain additional public
service properties consisting of additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be
owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for the health,
welfare, safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly,
it is hereby ordered, that there be acquired and constructed certain additions, improvements
and extensions to the existing waterworks facilities of the Issuer, consisting of construction
of a replacement water system in leager, West Virginia, together with all necessary
appurtenant facilities (the “Project”), particularly described in and according to the plans and
specifications prepared by the Consulting Engineer and heretofore filed in the office of the
Secretary of the Public Service Board (the “Governing Body™) of the Issuer. The existing
waterworks facilities of the Issuer, together with the Project and any farther additions,
mmprovements 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 Issner 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 Systemm 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 $3,449,463 of which $262,000 will be obtained from the proceeds of sale of
the Series 2007 A Bonds, herein authorized; $1,532,500 as a grant from the Purchaser;
$154,963 grant from the West Virginia Infrastructure & Jobs development Council; and
$1,500,000 from a Smali Cities Block Grant.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 2007 A (United States Department of Agriculture), in the aggregate principal amount
of $262,000 (the “Series 2007 A Bonds™), to finance a portion of the cost of such acquisition
and construction in the manner hereinafter provided. The cost of such acquisition and
construction shall be deemed to include, without being limited to, the acquisition and
construction of the Project; the cost of all property rights, easements and franchises deemed
necessary or convenient therefor and for the improvements and extensions thereto; interest
on the Series 2007 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary or incident to determining the feasibility
or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
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of the properties and the placement of same in operation; provided that, reimbursement to
the Issuer for any amounts expended by it for the repayment of indebtedness incurred for
costs of the Project by the Issuer shall be deemed costs of the Project.

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

G. There are outstanding obligations of the Issuer which will rank on
a parity with the Series 2007 Bonds as to liens, pledge and source of and security for
payment: (i) Water Revenue Bond, Series 1993 (United States Department of Agriculture),
dated Jume 23, 1993, issued in the original aggregate principal amount of $818,000 (the
“Series 1993 Bonds™); (ii) Water Revenue Bond, Series 1995 (United States Depariment of
Agriculture), dated September 26, 1995, issued in the original aggregate principal amount
of $500,000 (the “Series 1995 Bonds™); (iii) Water Revenue Bond, Series 1997 A (United
States Department of Agriculture), dated October 15, 1997, issued in the original aggregate
principal amount of $550,000 (the “Series 1997 A Bonds™); (iv) Water Revenue Bonds,
Series 1999 A (United States Department of Agriculture), dated June 21, 1999, issued in the
original apgregate principal amount of $360,000 (the “Series 1999 A Bonds™); (v) Water
Revemue Bonds, Series 1999 B (United States Department of Agriculture), 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 (United States Department of
Agriculture), dated August 11, 1999, issued in the original aggregate principal amount of
$125,000 (the “Series 1999 C Bonds™); {vii) Water Revenue Bonds, Series 2001 A (United
States Department of Agriculture), dated February 23, 2001, issued in the original aggregate
principal amount of $145,000 (the “Series 2001 A Bonds™); (viii) Water Revenue Bonds,
Series 2006 A (United States Department of Agriculture), dated July 27, 2006 issued in the
original aggregate principal amount of $236,000 {the “Series 2006 A Bonds™); and (ix)
Water Revenue Bonds, Series 2006 B (West Virginia Infrastructure Fund), dated July 27,
2006 issued in the original aggregate principal amount of $300,000 (the “Series 2006 B
Bonds™); (coilectively, 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 2007 A Bonds as to liens, pledge and/or source of and security for payment.

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

H. It is in the best interest of the Issuer that the Series 2007 A Bonds be
sold to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions,
dated June 13, 2003, and all amendments thereto, if any (collectively, the “Letter of
Conditions™).
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I 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 fimitation, the imposition of rates and charges, and the issuance of the
Series 2007 A Bonds, or will have so complied prior to issuance of the Series 2007 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
convenience and necessity and approval of the financing and necessary user rates and charges
from the Public Service Commission of West Virgima by final order, the time for rehearing
and appeal of which have expired or shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2007 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 2007 A Bonds.

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

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

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

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

“Bonds” means, collectively, the Series 2007 A Bonds and the Prior Bonds.
“Chairman” means the Chairman of the Governing Body.

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

“Consulting Engineer” means Stafford Consultants, Inc. 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.

“Costs” or “Costs of the Project” means those costs described in Section
1.02 (F) hereof.
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“Depository Bank” means MCNB Bank and Trust Company, Welch,
McDowell County, West Virginia, a bank or trust company which is a member of FDIC
(herein defined), and its successors and assigns.

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

“FDIC” means the Federal Deposit Insurance Corporation.

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

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

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

“Grants” means,. collectively, all grants committed for the Project.
“Herein” or “herein” means in this Bond Legislation.

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

“Letter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated June 13, 2003, and all amendments thereto, if any.

“Minimum Reserve” means, as of any date of calculation, the maximum
amount of principal and interest which will become due on the Series 2007 A Bonds in the
then current or any succeeding year.

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

“Operating Expenses” means the current expenses, paid or accrued, of
operation and maintenance of the Project and the System and its facilities, and includes,
without kmiting 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
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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 fo the date of such retention.

“Prior Bonds™ means, collectively, the Series 1993 Bonds, Series 1995
Bonds, Series 1997 Bonds, Series 1999 A Bonds, series 1999 B Bonds, series 1999 C Bonds,
Series 2001 A Bonds, Series 2006 A Bonds and Series 2006 B Bonds.

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

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

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

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

{(a) Government Obligations;

(b) Government Obligations which have been
stripped of their unmatured interest coupons, interest
coupons stripped from Government Obligations, and
receipts or cerfificates 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-lmport 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, nole, 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

CH870926.1 6



CHB70926.1

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

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

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

(2 Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through
(e) above, with banks or national banking associations
which are members of FDIC or with government bond
dealers recognized as primary dealers by the Federal
Reserve Bank of New York, provided, that said investments
securing 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 mterest in
the collateral therefor, must have (or its agent must have)
possession of such collateral, and such collateral must be
free of ail claims by third parties;

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

(1) Obligations of States or political
subdivisions or agencies thereof, the interest on which is



excluded from gross income for federal income tax
purposes, and which are rated at least “A” by Moody's
Investors Service or Standard & Poor's Corporation.

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

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

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

“RUS Bonds” means, collectively, the Series 1993 Bonds, Series 1995
Bonds, Series 1997 Bonds, Series 1999 A Bonds, series 1999 B Bonds, series 1999 C Bonds,
Series 2001 Bonds, and Series 2006 A Bonds.

“Secretary” means the Secretary of the Governing Body.

“Series 1993 Bonds” means the Issuer’s Water Revenue Bonds, Series 1993
(United States Department of Agriculture), dated June 23, 1993, issued in the original
aggregate principal amount of $818,000.

“Series 1995 Bonds” means the Issuer’s Water Revenue Bonds, Series 1995
(United States Department of Agriculture}, dated Septernber 26, 1995, issued in the original
aggregate principal amount of $500,000.

“Series 1997 A Bonds™ means the Issuer’s Water Revenue Bonds, Series
1997 A (United States Department of Agriculture), dated October 15, 1997, issued in the
original aggregate principal amount of $550,000.

“Series 1999 A Bonds” means the Issuer’s Water Revenue Bonds, Series
1999 A (United States Department of Agriculture), dated June 21, 1999, issued in the
original aggregate principal amount of $360,000 .

“Series 1999 B Bonds” means the Issuer’s Water Revenue Bonds, Series

1999 B (United States Department of Agriculture), dated August 11, 1999, issued in the
original aggregate principal amount of $870,000.
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“Series 1999 C Bonds™ means the Issuer’s Water Revenue Bonds, Series
1999 C (United States Department of Agriculture), dated August 11, 1999, issued in the
original aggregate principal amount of $125,000.

“Series 2001 A Bonds” means the Issuer’s Water Revenue Bonds, Series
2001 A (United States Department of Agriculture), dated February 23, 2001, issued in the
original aggregate principal amount of $145,000.

“Series 2006 A Bonds™ means the Issuer’s Water Revenme Bonds, Series
2006 A (United States Department of Agriculture), dated July 27, 2006 issued in the original
aggregate principal amount of $236,000.

“Series 2006 B Bonds” means the Issuer’s Water Revenue Bonds, Series
2006 B (West Virginia Infrastructure Fund), dated July 27, 2006 issued in the original
aggregate principal amount of $300,000.

“Series 2007 A Bonds” means the Water Revenue Bonds, Series 2007 A
(United States Departiment of Agriculture), authorized hereby to be issued pursuant to this
Bond Legislation.

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

“Tap T'ees” means the fees, if any, paid by prospective customers of the
System in order to connect thereto.

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

AUTHORIZATION OF
ACQUISITION AND CONSTRUCTION OF THE PROJECT

Section 2.01.  Authorization of Payvment 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 $3,449,463, in accordance with the plans and
specifications which have been prepared by the Consuiting Engineers, heretofore filed in the
office of the Governing Body.
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ARTICLE II1

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 2007 A Bonds of the Issuer, to be known as
“Water Revenue Bonds, Series 2007 A” (United States Department of Agriculture), are
hereby authorized to be issued in the aggregate principal amount of $262,000, for the
purpose of financing the cost of the acquisition and construction of the Project.

Section 3.02. Description of Bonds. The Series 2007 A Bonds shall he
issued in single form, mumbered AR-1, only as a fully registered Bond, and shall be dated
the date of delivery thereof. The Series 2007 A Bonds shall bear interest from the date of
defivery, payable monthly at the rate of 4.25 % per annuim, and shali be sold for the par value
thereof.

The Series 2007 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.

Section3.03. Negotiability, Registration, Transfer and Exchange of Bonds.
The Series 2007 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 2007 A Bonds, and the right to principal of and stated interest on the Series 2007 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, m person or by attorney duly authorized in writing, upon surrender of the
Series 2007 A Bonds for cancellation, accompanied by delivery of a written instrument of
transfer, duly executed in a form acceptable to the Bond Registrar.

Whenever the Series 2007 A Bonds shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a new Bond or Bonds in authorized
denominations, for a like aggregate principal amount. The Bond Registrar shall require the
payment by the new owner requesting such transfer of any tax or other governmental charge
required to be paid with respect to such transfer, but the Issuer shall pay any other expenses
incurred by the Bond Registrar with respect to such transfer.

No registration of transfer of the Series 2007 A Bonds shall be permitted to

be made after the 15th day next preceding any installment payment date on the Series 2007
A Bonds.
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Section 3.04.  Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 2007 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2007 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 2007 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2007 A Bonds for registration or
transfer only if ownership thereof is to be registered in the name of the Purchaser, an
individual (including joint ownership), a corporation, a partnership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federal employer identification number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
information as may be required by law. The Series 2007 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 2007 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 shali be
National Finance Office, St. Louis, Missouri 63103, or such other address as shall be stated
m writing to the Issuer by the United States of America.

Section 3.05. Execution of Bonds. The Series 2007 A Bonds shall be
executed In the name of the Issuer by the Chairman and its corporate seal shall be affixed
thereto and attested by the Secretary. In case any one or more of the officers who shall have
signed or sealed the Series 2007 A Bonds shall cease to be such officer of the Issuer before
the Series 2007 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 2007
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.

sSection 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case the
Series 2007 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may
in 1its discretion issue and deliver a new Bond of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bonds or in lieu of
and substitution for the Bonds destroyed, siolen 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 2007 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2007 A Bonds shall have
matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof,
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Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 2007 A Bonds shall be secured forthwith by a first licn 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 2007 A Bonds and the Prior Bonds, and to mnake the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 2007 A Bonds and the Prior Bonds as the same become due.

Section 3.08.  Formn of Bond. Subject to the provisions hereof, the text of
the Series 2007 A Bonds and the other details thereof shall be of substantially the following
tenor, with such omissions, insertions and variations as may be authorized or permitted
hereby or by any resolution adopted after the date of adoption hereof and prior to the
issuance thereof: '
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{FORM OF BOND)

UNITED STATES OF AMERICA
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2007 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$

No. AR-1 Date:

FOR VALUE RECEIVED, MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower") promises {o pay to the order of the United States of
America (the "Government"), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Government may hereafter designate
in writing, the principal sum of ~
($ _}, plus interest on the unpaid principal balance at the rate of %
per annum. The said principal and interest shall be paid in the following installments on the
following dates: Monthly installments of interest only, comumencing 30 days following
delivery of the Bond and continuing on the corresponding day of each month for the first
24 months after the date hereof, and $ , covering principal and interest, thereafier
on said corresponding day of each month, except that the final instailment 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.

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

While this Bond is held by an insured lender, prepayments as above
authorized made by Borrower may, at the option of the Government, be remitted by the
Government to the holder promptly or, except for final payment, be retained by the
Government and remitted to the holder on either a calendar quarter basis or an annual
installment due date basis. The effective date of every payment made by Borrower, except
payments retained and remitted by the Government on an annual instaliment due date basis,
shall be the date of the United States Treasury check by which the Govermment remits the
payment to the holder. The effective date of any prepayment retained and remitted by the
Government to the holder on an annuai 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 Joan 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 additions, extensions and improvements to the waterworks system (the “System”) of the
Borrower, is payable solely from the revenues to be derived from the operation of the System
after there have been first paid from such revenues the reasonable current costs of operation
and maintenance of the System. This Bond does not in any manner constitute an
indebtedness of the Borrower within the meaning of any constitutional or statutory provision
or limitation.

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolutions and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
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denomination or denominations, for the like principal amount, will be issued to the transferee
i 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 , 2007, 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 oan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as
amended. This Bond shall be subject to the present regulations of the Government and o its
future regulations not inconsistent with the express provisions hereof.

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

(1}  WATER REVENUE BONDS, SERIES 1993 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED JUNE 23, 1993 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $818,000 (THE “SERIES 1993
BONDS”);

(2) WATER REVENUE BONDS, SERIES 1995 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED SEPTEMBER 26, 1995 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $500,000 (THE “SERTES
1995 BONDS”):

€} WATER REVENUE BONDS, SERIES 1997 A ({(UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED OCTORER 15, 1997 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $550,000 (THE
“SERIES 1997 BONDS™);
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“4)

&)

(6)

(7

(8)

€)

WATER REVENUE BONDS, SERIES 1999 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JUNE 21, 1999 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $360,000 (THE “SERIES
1999 A BONDS™);

WATER REVENUE BONDS, SERIES 1999 B (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $870,000 (THE
“SERIES 1999 B BONDS™);

WATER REVENUE BONDS, SERIES 1999 C (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN
THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $125,000 (THE
“SERIES 1999 C BONDS™)

WATER REVENUE BONDS, SERIES 2001 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED FEBRUARY 23, 2001 ISSUED
IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $ 145,000 (THE
“SERIES 2001 A BONDS™);

WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES
DEPARTMENT OF AGRICULTURE), DATED JULY 27, 2006 ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $236,000 (THE “SERIES
2006 A BONDS”); AND

WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA
INFRASTRUCTURE FUND), DATED JULY 27, 2006, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $300,000 (THE “SERIES
2006 B BONDS™).

THE SERIES 1993 BONDS, SERIES 1995 BONDS, SERIES 1997 A BONDS, SERIES
1999 A BONDS, SERIES 1999 B BONDS, SERIES 1999 C BONDS, SERIES 2001
BONDS, SERIES 2006 A BONDS AND SERIES 2006 B BONDS ARE COLLECTIVELY,
THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of

Agriculture, the Bonds will be in default should any proceeds of the Bonds be used for a
purpose that will contribute to excessive erosion of highly erodible 1and or to the conversion
of wetlands to produce an agricultural commodity.

CHB8708926.1
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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 hercon and attested by its Secretary, all as of the date
hereinabove written.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

[CORPORATE SEAL]J

Chairman, Public Service Board

ATTEST:

Secretary, Public Service Board
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{Form of)

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE

h % 1% 3
2y $ 20 3
3 _$ Q2n %
(4 $ 22) $
5. .. $ (23) %
0y __$ (24) %
(% (25) %
& % (26)_ %
9 % 27§
(10) 3 (28) §
(an _$ (29) $
(12y _$ 30§
(13) § 31§
(14) $ 32y $
(153 (33§
(16 % 340 8%
(17 3 (35) %
(18) _§ (36) §

TOTAL $
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(Form of Assignment)

ASSIGNMENT

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

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

Dated:

In the presence of:
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ARTICLE IV

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

Section 4.01. A. Establishment of Funds and Accounts with Depository
Bank. The following special funds or accounts are created with and shall be held by the
Depository Bank, separate and apart from ail other funds or accounts of the Depository Bank
and fromn each other:

(1)  Series 2007 A Bonds Project Construction Account.

B. Establishment of Funds and Accounts with Commission. The following
special funds or accounts are created with and shall be held by the Commission, separate and
apart from all other funds or accounts of the Commission and from each other:

{1}  Series 2007 A Bonds Reserve Account.

Section 4.02. Bond Proceeds: Project Construction Account. The
proceeds of the sale of the Series 2007 A Bonds shall be deposited upon receipt by the Issuer
in the Series 2007 A Bonds Project Construction Account. The monies in the Series 2007
A Bonds Project Construction Account in excess of the amount insured by FDIC shali be
secured at all times by the Depository Bank by securities or in a manner lawful for the
securing of deposits of State and municipal funds under West Virginia law. Monies in the
Series 2007 A Bonds Project Construction Account shall be expended by the [ssuer solely
for the purposes provided herein.

Monies in the Series 2007 A Bonds Project Construction Account shall be used
solely to pay the cost of acquisition and construction of the Project upon vouchers and other
documentation approved by the Purchaser.

Until completion of acquisition and construction of the Project, the [ssuer will
additionally transfer from the Series 2007 A Bonds Project Construction Account and pay to
the Purchaser on or before the due date, such sums as shall be from time to time required to
make the monthly installments on the Series 2007 A Bonds if there are not sufficient Net
Revenues to make such monthly payment.

Pending application as provided in this Section 4.02, money and funds in the
2007 A Bonds Project Construction Account shall be invested and reinvested at the direction
of the Issuer, to the extent possible in accordance with applicable law, in Qualified
Investments.
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When acquisition and construction of the Project has been completed and all
costs thereof have been paid or provision for such payment has been made, any balance
remaining in the Series 2007 A Bonds Project Construction Account shall be disposed of in
accordance with the regulations of the Purchaser.

Section 4.03. Covenants of the Issuer as to System Revenues and Funds.
So long as any of the Series 2007 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2007 A Bonds Reserve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2007 Bonds remaining unpaid, together with interest accrued and to accrue thereon,
the Issuer further covenants with the Holders of the Series 2007 A Bonds as follows:

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

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

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

(2)  The Issuer shall next, each month, on or before the due
date thereof, transfer from the Revenue Fund and simultaneously
remit (i) to the National Finance Office the amount required by
the Prior Resolutions to pay the interest on the RUS Bonds; (ii)
to the Comimission the amount required by the Prior Resolutions
to pay the interest, if any, on the Series 2006 B Bonds; and (i)
to the National Finance Office the amount required to pay interest
on the Series 2007 A Bonds.

(3)  The Issuer shall next, each month, transfer from the
Revenue Fund and simultaneously, (1) on or before the due date
thereof, remit to the National Finance Office the amount required
by the Prior Resolutions to pay the principal of the RUS Bonds;
(1i) to the Commission the amount required by Prior Resolution
to pay the principal of the Series 2006 B Bonds; and (iii) on or
before the due date thereof, remit to the National Finance Office,
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commencing 24 months following the date of delivery of the
Series 2007 A Bonds, the amount required to amortize the
principal of the Series 2007 A Bonds over the life of the bond

(4) The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund and simuitanecously (i)
remit to the Commission the amounts required by the Prior
Resolutions to be deposited in the Reserve Accounts for the Prior
Bonds; and (ii) beginning on the date specified by the purchaser,
but in any event not Jater than the 24th monthly anniversary of the
Closing Date, and continuing on each monthly anniversary of the
Closing Date thereafter, transfer from the Revenue Fund and
remit to the Commission, for deposit in the Series 2007 A Bonds
Reserve Account, an amount equal to 10% of the monthly
payment amount, unfil the amount in the Series 2007 A Bonds
Reserve Account equals the Series 2007 A Bonds Reserve
Requirement; provided that, no further payments shall be made
into the Series 2007 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 2007 A Bonds
Reserve Requirement.

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

Whenever the money in the Series 2007 A Bonds Reserve Account shall

be sufficient to prepay the Series 2007 A Bonds in full, it shall be the
mandatory duty of the Issuer, anything to the contrary herein notwithstanding,
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to prepay the Series 2007 A Bonds at the earliest practical date and in
accordance with applicable provisions hereof.

The Commission is hereby designated as the Fiscal Agent for the
administration of the Series 2007 A Bonds Reserve Account. All amounts
required for the Series 2007 A Bonds Reserve Account will be deposited
therein by the Issuer upon transfers of funds from the Revenue Fund at the
times provided herein, together with written advice stating the amount remitted
for deposit into each such fund.

The Revenue Fund shall constitute a Trust Fund and shall be used only
for the purposes and in the order provided herein, and until so used, the
Purchaser shall have a lien thereon for further securing payment of the Series
2007 A Bonds and the interest thereon, on a parity with the Prior Bonds.

The Series 2007 A Bonds Reserve Account shall constifute a trust fund
and shall be used only for the purposes and in the order provided herein, and
until so used, the Purchaser shall have a lien thereon for further securing
payment of the Series 2007 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 2007 A Bonds and the Prior Bonds, in accordance with the respective
principal amounts then Outstanding.

Subject to the Prior Resolutions, the Commission shall keep the monies
in the Series 2007 A Bonds Reserve Account invested and reinvested to the
futlest extent possible in accordance with applicable law, and to the extent
practicable, in Qualified Investments having aturities consonant with the
required use thereof. Investments in any fund or account under this Bond
Legislation shall, unless otherwise provided herein or required by law, be
valued at the lower of cost or the then current market value, or at the
redemption price thereof if then redeemable at the option of the holder,
including value of accrued interest and giving effect to the amortization of
discount, or at par if such investment is held by the “consolidated fund”
managed by the West Virginia Board of Treasury Investments. Any investment
shall be held in and at all times deemed a part of the fund or account in which
such monies were originally held, and interest accruing thereon and any profit
or loss realized from such investment shall be credited or charged to the
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appropriate fund or account. Eamings from monies in the Series 2007 A Bonds
Reserve Account, so long as the Minimum Reserve is on deposit and
maintained therein, shalf be paid annually by the Commission to the Issuer and
deposited in the Reveme Fund.

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

D.  USER CONTRACTS. The Issuer shall, prior to delivery of the
Series 2007 A Bonds, provide evidence that there will be at least 1899 bona
fide users upon the System on completion, in full compliance with the
requirements and conditions of the Purchaser.

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

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

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

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

GENERAL COVENANTS, ETC.

Section 5.01. Geperal Statement. So long as the Series 2007 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 2007 A
Bonds Reserve Account, sums sufficient to prepay the entire principal of the Series 2007 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 2007 A Bonds.

Section 5.02. Rates. So long as the Prior Bonds are outstanding, the
Issuer will maintain rates as required in the Prior Resolutions. The Issuer will, in the manner
provided in the Act, fix and collect such rates, fees or other charges for the services and
facilities of the System, and revise the same from time to time whenever necessary, as will
always provide Revenues in each Fiscal Year sufficient to produce Net Revenues equal to
not less than 110% of the annual debt service on the Series 2007 A Bonds and the Prior
Bonds and sufficient to make the payments required herein into all funds and accounts and
all the necessary expenses of operating and maintaining the System during such Fiscal Year
and such rates, fees and other charges shall not be reduced so as to be insufficient to provide
adequate Revenues for such purposes.

Section 5.03. Sale of the Systemn. So long as the Prior Bonds are
outstanding, the Issuer shall not sell, mortgage, lease or otherwise dispose of the System or
any part thereof, except as provided in the Prior Resolutions. The System will not be sold
without the prior written consent of the Purchaser so long as the Series 2007 A Bonds are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

Section 5.04. Issuance of Additional Parity Bonds or Obligations. No
additional Parity Bonds or obligations payable out of any of the Revenues of the System shall
be issued, except with the prior written consent of the Purchaser. No Parity Bonds shall be
issued after issuance of the Series 2007 A Bonds unless the provisions contained in the Prior
Resolution respecting issuance of Parity Bonds have been satisfied.

All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2007 A Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the
costs of the acquisition or construction of additions extensions, improvements or betterments

to the System or refunding any outstanding Bonds, or both such purposes.

So long as the Series 2007 A Bonds and the RUS Bonds are Outstanding, no
Parity Bonds shall be issued at any time, however, unless there has been procured and filed
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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 RUS Bonds, representing 75% of the then-outstanding principal
indebtedness. In the event the foregoing Hmitation is waived or when the Series 2007 A
Bonds and the RUS Bonds are no longer outstanding, the following parity requirement shail
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
Systern 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 (o be received in each of the 3 succeeding years after the completion
of the improvements to be financed by such Parity Bonds, if any, shall not be less than 115%
of the largest aggregate amount that will mature and become due in any succeeding Fiscal
Year for principal of and interest, if any, on the following:

(1)  The Bonds then Qutstanding;

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

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

The “estimated average increased annual Net Revenues expected to be received
in each of the 3 succeeding years," as that term is used in the computation provided in the
above paragraph, shall refer only to the increased Net Revenues estimated to be derived from
the improvements to be financed by such Parity Bonds and any increase in rates adopted by
the Issuer, the time for appeal of which shall have expired prior to the issuance of such Parity
Bonds, and shall not exceed the amount to be stated in a certificate of the Independent
Certified Public Accountants, which shall be filed in the office of the Secretary prior to the
issuance of such Parity Bonds.
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The Net Revenues actually derived from the System during the 12-consecutive-
month period herein above referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Certified Public Accountants, on account of increased rates, rentals, fees and charges for the
System adopted by the Issuer, the time for appeal of which shall have expired prior to
issuance of such Parity Bonds.

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

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequenily issued, the lien of which on the revenues of the System is subject
to the prior and superior liens of the Series 2007 A Bonds on such revermes. 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 2007 A Bonds.

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

Section 5.05. Insurance and Bonds. The 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 2007 A Bonds remain outstanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in
the following amounts;

(a)  Fire, Lightning, Vandalism, Malicious Mischief
and Extended Coverage Insurance, to be procured upon

acceptance of any part of the Project from the contractor, and
immediately upon any portion of the Systermn now in use, on ail
above-ground structures of the System and mechanical and
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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
confractor and subconiractor 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 iumits 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 2007 A Bonds.

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

(d) Workers' Compensation Coverage for All
Employees of the District Eligible Therefor and Performance and
Pavment Bonds, such bonds to be in the amounts of 100% of the
comstruction 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 comnpliance with
West Virginia Code Section 38-2-39. Workers' compensation
coverage shall be maintained as required by the laws of the State
of West Virginia.

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

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

(gy Provided, however, and in lieu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 2007 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 subconfractor to carry insurance, of such types and
in such amounts as the Purchaser may specify, with insurance
carriers or bonding companies acceptabie to the Purchaser,

Section 5.06. Statutory Mortgage Lien. For the further protection of the
Holder of the Series 2007 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 2007 A Bonds.

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

(a) Failure to make payment of any monthly
amortization installment upon the Series 2007 A Bonds at the date
specified for payment thereof;

(b)  Failure to duly and punctually observe or perform
any of the covenants, conditions and agreements on the part of
the Issuer contained in the Series 2007 A Bonds or herein, or
violation of or failure to observe any provision of any pertinent
law; and

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

Section 5.08. Enforcement. Upon the happening of any Event of Default

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

Upon application by the Purchaser, such court may, upon proof of such default,
appoint a receiver for the affairs of the Issuer and the System. The receiver so appointed
shall administer the System on behalf of the Issuer, shall exercise all the rights and powers
of the Issuer with respect to the System, shall proceed under the direction of the court to
obtain authorization to increase rates and charges of the System, and shall have the power
to collect and receive all revenues and apply the same in such manner as the court may
direct; provided that, all rights and remedies of the Holders of the Prior Bonds shall be on
a parity with the Series 2007 A Bonds.

Section 5.09. Fiscal Year: Budget. While the Series 2007 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 ou July | of each year and
ending on the following June 30, which period shall also constitute the hudget 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 vear, 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 unanimnously authorized and directed
by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser
by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before
the 1st day of any Fiscal Year, it shali adopt a Budget of Current Expenses from month to
month until the adoption of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the corresponding month in the 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 Anmual Budget be for a reason beyond the control of the Issuer. Each such Budget of
Current Expenses shall be mailed immediately to the Purchaser.

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

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

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

The Issuer shall, at {east 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 shail mail a copy of such audit report to the Purchaser. The Issuer shail
further comply with the Act with respect to such books, records and accounts.

Section 5.13. Maintenance of System. The Issuer covenants that it wiil
continuously operate, in an economical and efficient manner, and maintain the System as a
revemie-producing utility as herein provided so long as the Series 2007 A Bonds are
outstanding,

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

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges: Rules.

A. The initial schedule of rates and charges for the services and facilities of
the System, subject to change consonant with the provisions hereof, shall be as set forth in
the Recommended Decision entered on April 20, 2007 which became Final Order of the
Public Service Comrmission of West Virginia on May 7, 2007, in Case No. 06-0690-PWD-
19A and are incorporated herein by reference as a part hereof.

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

C. Al 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, schoo! 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
mn the same manner as other Revenues of the System.

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

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

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

MISCELLANEOUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2007 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 2007 A Bonds, the pledge of Net Revenues and
other monies and securities pledged under this Bond Legislation and all covenants,
agreements and other obligations of the Issuer to the Registered Owner of the Series 2007 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

Except through such direct payment to the Holder of the Series 2007 A Bonds,
the Issuer may not defease the Series 2007 A Bonds or otherwise provide for payment thereof
by escrow or like manner.

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

Section 7.03. Delwvery of Bonds. The Chairman, Secretary and Treasurer

of the Governing Body are hereby authorized and directed to cause the Series 2007 A Bonds,
hereby awarded to the Purchaser pursuant to prior agreement, to be delivered to the
Purchaser as soon as the Purchaser will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements or provisions hereof should be held contrary to any express
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy, or shall for any reason whatsoever be held invalid, then such
covenants, agreements or provisions shall be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 2007 A Bonds.

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

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

Section 7.06. Table of Contenis and Headings. The Table of Contents and
headings of the articles, sections and subsections hereof are for convenience only and shall
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neither control nor affect in any way the meaning or constrnction 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 and members of the Governing Body
were at all times when any actions in connection with: this Resolution occurred and are duly
in office and duly qualified for such office.

Section 7.08. Effective Time. This Resolution shall take effect
immediately upon its adoption.
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Adopted this 17th day of September, 2007.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

By: ’LMM Z.

1@! Chaifman
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of MCDOWELL COUNTY PUBLIC SERVICE DISTRICT on the 17th day of
September, 2007.

Dated: September 19, 2007.

[SEAL] A 7 ey {50

Secretary

09.07.07
582180.00006

CHB70526.1 37



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)

BOND RESOLUTION
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Section 2.01 Authorization of  Acquisition and
Construction of the Project
Section 2.02 Authorization of Refunding of the Prior Notes
ARTICLE HI

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BONDS; AUTHORIZATION AND EXECUTION OF LOAN
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

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 ISSUANCEBY 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 THERIGHTS
AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; AUTHORIZING
EXECUTION AND DELIVERY OF ALL DOCUMENTS
RELATING TO THE ISSUANCE OF SUCH BONDS;
APPROVING, RATIFYING AND CONFIRMING 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 MCDDXOWELL

COQUNTY PUBLIC SERVICE DISTRICT:

with any order or resolution supplemental hereto or amendatory hereof, the "Bond
Legislation") is adopted pursuant to the provisions of Chapter 16, Article 13A and
Chapter 31, Article 15A of the West Virginia Code of 1931, as amended (collectively, the

ARTICLE 1

STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Resolution. This Resolution (together

"Act"}, and other appiicable provisions of law.
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Sectipn 1.02. Findings. Itis 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 operales a public waterworks system.
However, it is deemed necessary and dssitable for the health, safety, advantage,
convenience, and welfare of the inhabitants of the lssuer that there be acquired and
constructed certain improvements and extensions o the existing public waterworks system
of the Issuer, consisting of upgrade of the Bardey 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 appurienant facilities (collectively,
the "Project"), which comstituie properties for the diversion, development, pumping,
irnpounding, 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 Issuer.

C. The Issuer has heretofore financed the design of the Project by the
issuance of the Waterworks System Design Notes, Series 2000 A (West Virginia
Infrastructure 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 effect the release and termination of certain restrictions, conditions and limitations
imposed in the Prior Note Resolution.

E. 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 alt 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.

far
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H. Itis deemed necessary for the Issuer to issue its Water Revenue Bonds
in the total aggregate principal amouni 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 remaiming costs of the Project shall be
funded from the sources set forth in Section 2.01 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 prior to and during
acquisition and construction of the Project and for a period not exceeding 6 months after
completion of acquisition and construction of the Project; amounts which may be deposited
in any Reserve Account (as hereinafier defined); engineering and legal expeases; expenses
for estimates of costs and revenues, expenses for pians, 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 agents, depositories ot
trustees or oiher 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 o the Issuer for any amounts expended by it for allowable costs prior to the
issuance of the Series 2006 Bonds or the repayment of indebtedness incurred by the Issuer
for such purposes shall be deemed Casts of the Project, as hereinafter defined.

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

L. 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 Series 2006 B Bonds be sold to the Authority
(as hereinafter 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 Issuer which will rank o 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™); (i} Water Revenue Bond, Series
1995, dated September 26, 1993, issued in the original aggregate principal amount of
$500,000 (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 $550,000 (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
by the Purchaser (collectively, the "Prior Bonds"). Other than the Prior Bonds, there are ne
other outstanding bonds 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 issued on a parity with the Prior Bonds with
respect to liens, pledge and source of and security for payment and in all other respects.
Prior to the issuance of the Series 2006 Bonds, the Issuer wiil 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 Jssuer has complied with all requirernents of West Virginia law, the
Letter of Conditions and the Loan Agreement relating to authorization of the acquisition,
construction and operation of the Project and the System, including, without limitation, the
imposition of rates and charges and the issuance of the Serjes 2006 Bonds, or will have so
complied prior to issuance of any thereof, including, the approval of the Project and the
financing thereof by the Council and the obtaining of a certificate of convenience and
necessity and approval of this financing and necessary user rates and charges described herein
from the Public Service Commission of West Virginia by final order, the time for rehearing
and appeal of which will either have expired prior to the issuance of the Series 2006 Bonds
or such final order will not be subject to appeal or rehearing.

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

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2006 Bonds by the Registered Owners of the same from time to
time, this Bond Legislation shall be deemed to be and shall constitile a contract between the
Issuer and such Bondholders, and the covenanis and agreements herein set forth to be
performed by the Issuer shail be for the equal benefit, protection and security of the
Bondholders of any and all of such Bonds, all which shall be of equal rank and without
preference, priority or distinction between any one Bond and any other Bonds and by reason
of priority of issuance or otherwise, except as expressly provided therein and herein.
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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, coliectively, Chapter 16, Article 13A and Chapter 31, Article 15A
of the West Virginia Code of 1931, as amended and in effect on the date ¢f 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 Chaimman of the Governing Body of the Issuer
or any teraporary Chairman duly selected by the Governing Body.

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

"Bond Legislation,” “Resolution,” *Bond Resotution” or "Local Act” means
this Bond Resolution and all orders and resoiutions suppiemental 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 Series 2006 B
Bonds, and, where appropriate, any bonds on a parity therewith subsequently authorized to
be issued hereunder or by another resclution of the Issuer.

"Bond Year" means the 12-month period beginning on the annmiversary 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 Deate.

“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 alt 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
Authotity and the Council.

"Code™ means the Internal Revenue Code of 1986, as amended, and the
Reguiations.



"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 Comnsuling Engineers for the System, or portion
thereof, in accordance with Chapter 5G, Artticle 1 of the West Virginia Code of 1931, as
amended; provided however, that the Consulting Engineers shall not be a regular, full-time
employee of the State or any of its agencies, commissions, oI 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 I[nfrastructure and Jobs Develepment
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 Suppiemental
Resolution, and its successors and assigns, which shall be a member of FDIC.

“Facilities” or “waterworks facilities” means all the tangibie 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, furniwre,
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 § and ending on
the succeeding June 30.

"Govering Body" means the Pubtic 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
Ammerica.

"(Grant" means, coliectively, all grant monies teceived by the Issuer for the
Project.

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



reasonzble 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 (inciuding Qualified Investments, as hereinafier defined, purchased pursuant
to Article £.01 hereof) or any Tap Fees, as hereinafter defined.

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

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

"Investment Property” means

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

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

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

Except as provided in the foliowing 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 37(a(5)(C) of the Code), the
termn “Investrment Property” includes a specified private activity bond (as so defined).

"Tssuer™ means the McDowell County Public Service District, a public 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 Body 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 Autherity, the form of which
shall be approved, and the execution and delivery by the Issuer authorized and directed or
ratified by the Suppiemental Resolution.

"Net Proceeds” means the face amount of the Series 2006 Bonds, plus accrued
interest and premium, if any, less origina} issue discount, if any, and less proceeds, if any,
deposited in any Reserve Account. For purposes of the Private Business Use himitations set
forth herein, the term Net Proceeds shali include any amounts resuiting 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 Operatmg Expenses, as hereinafter defined.

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

*Operating Bxpenses” means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System and includes, without Himiting the generality
of the foregoing, administrative, engineering, kegal, 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 normally and regularly be included
under generally accepted accounting principles; provided, that "Operating Expresses” does
not include payments on account of the principal of or redemption premium, if any, or
interest on the Bonds, charges for depreciation, losses from the sale or other disposition of,
or from any decrease in the value of, capital assets, amortization of debt discount or such
miscellaneous deductions as are applicable to prior accounting periods.

"Outstanding, " when used with reference to Bonds or Prior Bonds and as of any
particular date, describes all Bonds or Prior Bonds theretofore and therevpon being
anthepticated and delivered except (i) any Bond or Prior Bonds canceled by the Bond
Registrar or Registrar for the Prior Bonds, at or prior i0 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); (iti) any Bond
or Prior Bonds deemed to have been paid as provided in Article X hercof, and (iv) for
purposes of conseuts or other action by a specified percentage of Bondholders or holders of
the Prior Bonds, any Bonds or Prior Bonds registered to the Issuer.



"Parity Bonds" means additicnal Bonds issued under the provisions and within
the limitations prescribed by Section 7.07 hereof.

“Paying Agent” means the Cornmission 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 1959 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 Systern Design Notes, Series
2000 A, dated August T, 2000, issued in the original aggregare principal 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, 1995, 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 theveof 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 Obligations;

{t)  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 ot interest
coupons stripped from Government Obligations;
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(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
l.oan Bank Systern; Export-Import Bapk of the United Staes;
Federa! Land Banks; Government National Mortgage Association;
Tennessee Valley Authority; or Washington Metropolitan Area
Transit Authority;

{dy  Any bond, debenture, note, participation certificate
or other similar obligations issued by the Federal National
Mortgage Association to the extent such obligation is guaranteed
by the Government National Mortgage Association or issued by
any other federal agency and backed by the 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, 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 marurity of said time accounts
or must be replaced or increased so that the market value thereof
is always at least equal to the principal amount of said time
accounts;

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

(g) Repurchase agreements, fully secured by
investments of the types described in paragraphs {a) through (e)
above, with banks or national banking associations which are
members of FDIC or with government bond dealers recognized
as primary dealers by the Federal Reserve Bank of New York,
provided, thai 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 arnount of said repurchase agreements,
and provided further that the holder of such repurchase agreement
shall have a prier perfected security interest in the collateral
therefor; must have (or its agent must have) possession of such
collateral; and such collateral must be free of all claims by third
parties;
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(h)  The West Virginia "consolidated fund™ managed by
the West Virginia Board of Treasury Investmenis 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 sirnilar term means
whenever used herein with respect to an outstanding Bond or Bonds, the person in whose
name such Bond is registered.

"Regisirar” means the Bond Registrar.

"Regulations” means temporary and permanent regulations promuigated 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 respeclive 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 Revenue 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.

“Qeries 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 cue on the
Series 2006 A Bonds in the then current or any succeeding year.

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

*Geries 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 Resolition” means any resolution, ordinance or order of the
Issuer supplementing or amending this Resolurion and, when preceded by the article "the,”
refers specifically to the supplernental 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 inciuded 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 ail
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, betrerments 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.

L
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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 Resclution as they are used.
Words importing singular number shall include the plural nu mber in each case and vice versa;
words importing persons shall include firms and corporations; and words importing the
masculine, ferninine or neutral gender shall include any other gender.
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ARTICLE TI

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

Secricn 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 not 1o exceed $4.257,306, in accordance with the plans and
specifications which have been prepared by the Consulting Engmeers, heretofore Tiled 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 34,257,306, of which
$236,000 will be obtained from proceeds of the Series 2006 A Bonds, and $300,000 wili be
obained 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 wili be obtained frem proceeds of 4 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 in full of the entire outstanding principal of and
all acerued interest on the Prior Notes on the Closing Date. The cost of the refunding wiil
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,
discharped and released.
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ARTICLE 1l

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

Section 3.01. Authorization of Bonds, For the purposes of capitalizing
interest on the Series 2006 Bonds, if any, funding reserve accounts for the Series 2006
Bonds, paying Costs of the Project not otherwise provided for and paying certain costs of
issuance and related costs, or any or all of such purposes, as determined by the Supplemental
Resolution, there shall be and hereby are authorized to be issued the negotiable Serizs 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 “Waier Revenue Bonds, Series 2006 A (United States
Department of Agriculre),” in the principal amount of not moze than $236,00C, and the
Series 2006 B Boends shali 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 shali 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 Section 5.01 hereof and applied as set forth in Article VI hereof.

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

B. The Series 2006 B Bonds shall be issued in such principal amounts; shall
bear interest, if any, at such rate or rates, not exceeding the then fegal maximum rate,
payable quarterly on such dates; shall matre on such dates and in such amounts; and shall
be redeemable, in whole of 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 of 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 shatl be paid by check or draft of the Paying Agent or its agent, mailed
to the Registered Owner thereof at the address as it appears on the books of the Bond
Registrar, or by such other method as shall be mutually agreeable so long as the Authority
is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolurion, the Series 2006 A
Bonds shall initially be issued in the fornt 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 2
single bond, fully registered to the Authority, with a record of advances and a debt service '
schedule artached, 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 equai to the amount of said Bonds then
Qutstanding and being exchanged, with principal installments or maturities, as applicable,
corresponding to the dates of payment of principal installments of said Bonds; prov ided, that
neither the Purchaser nor the Authority shall be obligated to pay ary expenses of such
exchange.

Subsequent series of Bonds, if any, c<hall 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
exccuted in the name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed
thereto ot 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 shal! cease to be such officer
of the Issuer before the Series 2006 Bonds so signed and sealed have been actuaily 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 fo hold such
office. Any Bonds may be signed and sealed on behalf of the Issuer by such person as at the
achual 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 heid such office or may not have been
s0 authorized.

Section 3.04. Bond Registrar; Authentication and Registration. A. The
fssuer shall be the Bond Registrar with respect to the Series 2006 A Bonds and wili keep or
cause {0 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 its 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 ot
transfer only if ownership thereof is to be registered in the name of the Purchaser, an
individual (including joint ownership}, a corporation, a partnership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settior and
beneficiaries of each trust and the federal empioyer 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 fully
registered as to both principal and interest in the name of the United States of America. So
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jong as the Series 2006 A Bonds shall be registered in the name of the Unifed 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 shail be stazed
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 desipmated as such in the Supplemental Resolution and its
successors and assigns. No Series 2006 B Bond shali be valid or obligatory for any purpose
or entitled to any security or benefit under this Bond Legislation unless and until the
Certificate of Authentication and Registration on such Bond, substantially in the form set
forth in Section 3. 10 hereof shall have been manually executed by the Bond Registrar. Any
such executed Certificate of Authentication and Registration upoen any such Series 2000 B
Bonds shall be conciusive evidence that such Series 2006 B Bonds has been authenticated,
registered and delivered under this Bond Legisiation. The Certificate of Authentication and
Registration on any Series 2006 B Bond shall be deemed to have been executed by the Bond
Registrar if manuaily signed by an authorized officer of the Bond Registrar, but it shall not
be necessary that the same officer sign the Certificate of Authentication and Registration on
all of the 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 beiow, the Series 2006 Bonds shall be and
have all of the qualifies and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder, in accepting the
Series 2006 Bonds shall be conclusively deemed to have agreed that such Bonds shall be and
have ali of the qualities and incidents of megotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder shall further be
coaclusively 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 outstanding, the Bond Registrar for
the Series 2006 Bonds shail keep and maintain books for the registration and transfer of such
Bonds.

The registered Bonds shall be transferabie 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 wriren instrument of transfer satisfactory to
the Bond Registrar duly executed by the registered owner or his duly authorized atiorney.

In alf 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 transters shall
forthwidh be cancelted by the Bond Registrar. For every such exchange or transier 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 10 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
fssuer. The Bond Registrar shall not be obliged to make any such exchange or transfer of
Bonds during the period commencing on the 15th day of the month next preceding an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the sefection of Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.06. Bonds Mutilzted, Desrroved, Swien or Lost. In case any
Series 2006 Bond shall become mutilated or be destroyed, stolen or lost, the tssuer 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 mutifated Bond, or in lieu of and substiturion for the Bond destroyed,
stolen ot lost, and upon the Holder’s furnishing satisfactory indemnity and complying with
such other reasonable regulations and conditions as the Issuer may preseribe 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
shail have matured or be about to mature, instead of issuing a substitute Bond, the issuer may
pay the same, upon being indemnnified as aforesaid, and if such Bond be lost, stolen or
destroyed, without surrender thereof.

Section 3.07. Bonds notto be Indebtedness of the Issuer. The Series 2006
Bonds shall not, in any event, be or consttute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provision ot limitation, but shail be payable solely
from the Net Revenues derived from the operation of the System as herein provided. No
holder or holders of the Series 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 1o Prior Bonds. The payment of the debt service of all Series 2006 Bonds shall
be secured forthwith equaily and ratably with each other by a first hen 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
pledgad to such payments as they become due.

Secrion 3.08. 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
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to the Purchaser pursuamt 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 Bends to the Bond
Registrar, and the Bond Registrar shai! authenticaic, 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 Authoerity, a st of the names in
which the Series 2006 B Bonds are to be registered upon original
issnance, 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
suthenticate and deliver the Series 2006 B Bonds 1o the original
purchasers;

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

(4)  Anexecuted 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 Bends shall be in substantially the following respective forms, with such
omissions, insertions and variations as may be necessary and desirable and authorized or
permitted hereby, or by any Supplemental Resolution adopted prior to the issuance thereof:
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(FORM OF SERIES 2006 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
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 © 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 instaliments of interest only, commencing 30 days following delivery of this Band
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 schedute 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 Borvrower and approved by the
Governrment and interest shall accrue on the amount of each advance from its acrual date as
shown on the Record of Advances atiached hereto as a part hereof.

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

Prepayments of scheduled instaliments, or any portion thereof, may be made
at any time at the option of Borrower. Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds involved, shal}, afier payment
of interest, be applied to the instaliments Jast to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining installments as scbeduied herein.
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If the Governmeni 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 remnitted
to the holder on either a calendar quarter basis or an anoual instajiment due date basis. The
effective date of every payment made by Borrower, except payments retained and remitted by
the Government on an annual ingtallment 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 securiry herefor, or otherwise under the erms of any security ot
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
withour demand. Borrower agrees to use the loan evidenced hereby solely for purposes
authorized by the Government,

Borrower hereby certifies that it is unabie to obtain sufficient credit elsewhere
to finance its actual needs at reasonable rates and ferms, taking into consideration prevailing
private and cooperative rates and termns 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 fimancing 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 vpon payment of the charges,
if any, provided in the Resolution and upon surrender and cancellation of this Bond. Upon
such transfer a new Bond or Bonds, of authorized denomination or denominations, for the like
principal amount, will be issued to the transferee in exchange herefor.



This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a nsgotiable instrument under the Uniform Comrmercial Code of the State of
West Virginia, but may only be transferred by transfer of regisiration 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, authorizing issuance of this Bond (collectively, the “Resolution™).

If at any time it shall appear to the Government that Borrower may be able to
sbtain 2 loan from a responsibie 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 Rura! Development Act of 1965, This
Bond shail 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 (3) 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 RBONDS, SERIES 1995 B; (6) WATER REVENUE
BONDS, SERIES 1959 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 VIRGINTA
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 agriculmural commodity.
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IN WITNESS WHEREOF, MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond ta be executed by its Chairman and its corporate seal to be
hereunto affixed or imprinted hereon and atested by its Secrefary, all as of the dake
hereinabove written.

MCDOWELL COUNTY PUBLIC SERVICE DISTRICT
{Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Ofiicial)

Chairman _
(Title of Executive Official)

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

MCDOWELL COUNTY, West Yirginia 25333
(City, State and Zip Code)

ATTEST:

(Signature of Auesting Official)

Secretary.
(Title of Attesting Official}
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{Form of Assignment)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute  and  appoing
_ Attorney 1o transfer the said Bond on the books kept for
registration of the within Bond of the said Borrower with full power of substintion in the
premises.

Dated:

In presence of:
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(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 $30G,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 ($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 I, June 1, September 1 and December 1 of each year, commencing
1, . as set forth on the "Debt Service Schedule” attached as

EXHIRIT B hereto and incorporated herein by reference.

This Bond shall bear no interest. Principal installments of this Bond are payable
in any coin or currency which, on the respective dates of payment of such installments, is iegal
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 Comrmission, 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 “Councii”™), and vpon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreement by and
betweer the Issuer and the Authority, on behaif 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 Infrastrucrure 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 HIProvements
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 1631, as amended (collectively, the "Act™), a Bond Resolution duly adopted by the Issuer
on July 25, 2006, and a Supplemental Resolution cuty adopted by the Issuer on July 25,
2006 (coilectively, 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 REVENUEBONDS,
SERIES 1999 A: (5) WATER REVENUE BONDS, SERIES 1999 B; (6) WATER
REVENUE BONDS, SERIES 1995 C; AND (7) WATER REVENUE BONDS, SERIES
2001 A, ALL AS DESCRIBED IN THERESOLUTION (COLLECTIVELY, THE “PRIOR
BONDS”), AND (8) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES
DEPARTMENT OF ACRICULTURE), 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 Legiskation) to be derived from the operation of the Sysiem, on a
parity with the pledge of Net Reverues 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
Legisladon 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 constifue 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 Reventes, 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 10 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 feave 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
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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 fo the requirement therefor, such percentage may be
reduced to 110%. The Issuer has entered into certain further covenanis 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 Bouds 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 Legistation, 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 Bend,
together with a written instrument of transfer satisfactory to the Registrar, duly executed by
the registered owner or its atforney duly authorized in writing.

Subject to the registration requirements set forth heretn, this Bend, 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 reimbursernent and
repayment of all amounts advanced for preliminary expenses as provided by law and the
Bond Legisiation, 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 upen 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
Agricuiture for the issuance of parity obligations, the Ronds will be in default should any
proceeds of the Bonds be used for a purpose that will contribufe to excessive erosion of
highly erodible land or to the conversion of wetlands to produce an agricultural commodity.

IT 1S HERERY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at the
issuance of this Bond do exist, have happened, and have been petformed in due time, form
and manner as required by law, and that the armount of this Bond, together with ail other
obligations of the Issuer, does not exceed any limit prescribed by the Constintion 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 shail be desmed to be 2 part of the contract evidenced by this Bond to the
same extent as if writien 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
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2005 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
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EXHIBIT A

RECORD OF ADVANCES
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EXHIBIT B

DEBT SERVICE SCHEDULE




(Form of)
ASSIGNMENT

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

the within Bond and does hereby irrevocably constifute 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

substitition in the premises.

Dated: 2

In the presence of:




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 Corditions. The Letter of Conditions, including
Al attachments, are hereby approved and incorporated into this Bond Legistation.

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 aftix the seal of the Issuer, atfest the same and deliver the Loean
Agreement to the Authority, and any such prior execution and delivery is hereby authorized,
approved, ratified and confirmed. The Loan Agreement, including ail 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 Proiect and sources of
funds therefor.
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ARTICLE IV

[RESERVED]

Lt
Lt
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ARTICLE ¥

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

Section5.01. 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 all other funds or accounts of the Depository Bank and the Issuer and from
each other:

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

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

(4y  Series 2006 Bonds Construction Trust Fund.

Section 5.0G2. Establishment of Funds and Accounts with Commission.
The following special funds or accounts are hereby created with and shall be held by the
Commission, separate and apart from all other funds or accounts of the Commission and the
Issuer and from each other:

(1)  Series 2006 A Bonds Reserve Accouni;
(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 Systemn shall be deposited upon receipt in the
Revenue Fund. The Revenue Fund shall constinite 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 pefore the due date

thereof, transfer from the Revenue Fund and rernit to the National Finance
Office (i) the amount Tequired by the Prior Resolutions to pay the interest on the
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Prior Bonds: and (il) 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 fo pay the principal of the Prior
Bonds; and (i} 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 amostize the principal of the Series
2006 A Bords 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 amournt of principal
which will mamire and become due on the Series 2006 B Bonds on the next
ensuing quarterly principal payment date; provided that, in the event the period
1o 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 prier 10 the next quarterly principal payment date, the required
amount of principal coming due on such date.

(4)  The Issuer shalt next, on the first day of each month, transfer from
the Revenue Fund and (i) reimnit 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 cornpletion 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 {0 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 fully funded upon isspance of the Series 2006 B
Bonds, for deposit in the Series 2006 B Bonds Reserve Account, &I 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
:nto 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 Resecve Requirement.



CHE341

in
Lt

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

(6)  After all the foregoing provisions for use of monies in the Revenue
Fund have been fully complied with, any mcpies 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 tfor 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 sufticient to prepay the
Series 2006 B Bonds in full, it shall be the mandatory duty of the Issuer, anything to the
contrary heremn 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 (o 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 norwithstanding, 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 remrned, not less than once each year, by the
Cormmission 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
t0 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 principat payment due
thereon, ali 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 fo below the Series 2006 A Bonds Reserve Requirement o1 the Series 2006 B
Bonds Reserve Requirement, respectively, shall be subsequently restored from the first Net
Revemues available after ail required payments have been made i 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 accumuiate a balance in the respective reserve accounis in an amount equal
to the requirement therefor.

The Issuer shall not be required to make any further payments inio 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 o 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 rata, 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 Outstanding.

The Issuer may designate another bank or trust company insured by FDIC as
Depository Bank if the Depository Bank should cease for any reason to serve or if the
Governing Body determines by resolution that the Depository Bank or its successor should
no longer serve as Depository Bark. Uponany 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 shail 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 arrangernenis whereby required payments into the
said accounts shali be automaticalty debited from the Revenue Fund and electronically
transferred to the Commission on the dates required hereunder.

7%
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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 reinvested
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 Commission with appropriate instructions as to the custody, use and
application thereof consistent with the provisions of this Bond Legislation.

C.  The issuer shall complete the "Monthty Payment Form, " & form of which
is aftached to the Loan Agreement, and submit a copy of said form, together with a copy of
its payment check to the Authortity by the 5th day of such calendar month.

D. Whenever atl 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 ot such other
period as required by law, such excess shall be considered Surplus Revenues. Surplus
Revenues may be used for any tawful purpose of the System,

E. The Issuer shall rernit 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 Commission under this paragraph, the Issuer shall, if
required by either the Authority ot the Council at any time, make the necessary
arrangements whereby such required payments shall be automatically debited from the
Revenue Fund and electronically transferred to the Commission on the dates required.

F.  The monies in excess of the maximum amounts insured by FDIC in any
fund or account shail 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 faws of the State.

G.  If onany monthly payment date the revenues are insufficient to piace the
required arount in any of the funds and accounts as hereinabove provided, the deficiency
shall be made up in the subsequent payments in addition to the payments which would
otherwise be required to be made into the funds and accounts on the subsequent payment
dates: provided, however, thas 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 shail be applied to such deficiencies before being applied to any other
payments hereunder.

H. Al 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.

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

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

2006 Ronds 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.

CHEB34153.3 41



£HE34L53.

ARTICLE VI
BOND PROCEEDS: CONSTRUCTION DISBURSEMENTS
Section 6.01. Application of Bond Proceeds: Pledge of Unexpended Bond

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

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 to pay in full the entire putstanding 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 Commission in the Series 2006 B Bonds Reserve Acceunt, the amount, 1f 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.

E. As the lssuer 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 payreent of
costs of the Project in the manner set forth in Section 6.02 hereof and unti! so expended, are
hereby pledged as additional security for the Series 2006 B Bonds.

E.  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.
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B.  The Issuer shall each month provide the Council with a reguisition for
the costs incurred for the Project, together with such documentation as the Council shall
require. Paymients of alt Costs of the Project from the Series 2006 B Bonds shall 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 Autherized Officer and
the Consulting Engineers, stating that:

() None of the jtems for which the payment is proposed
to be made has formed the basis for any disbursement theretofore
made;

(1)  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;

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

{(ivy  Payment for each of the iterns proposed is then due
and owing.

The Issuer shalt expend alf proceeds of the Series 2006 B Bonds within 3 years
of the date of the issuance of the Council’s Bonds, the proceeds of which were used to make
the loan to the [ssuer. '

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 Issuer. All the covenams,
agreements and provisions of this Bond Legislaton shall be and constitute valid and legally
binding covenants of the Issuer and shall be enforceable i 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 hereinafier provided in this
Article VIL. All such covenants, agreements and provisions shall be irrevocable, except as
provided herein, as long as any of the Series 2006 Bonds or the interest, if any, therzon is
Quistanding and unpaid.

Section 7.02. Bonds not o be Indebiedness of the Issuer. The Series
2006 Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of
any constitational, 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
¢hail be secured forthwith equally and ratably with each other by 2 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
Legistation are hereby irrevocably pledged, inthe manner provided herein, to such payments
as they become due, and for the other purposes provided in the Bond Lepislation.

Section 7.04. Rates and Charpes. 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 appeat periods having
expired without successful appeal. Such rates and charges shall be sufficient to comply with
the requireinents 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 Septemnber
1, 2005, in Case No. 05-0686-PWD-CN, and such raies 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 o take all such actions necessary to provide funds sufficient to produce the
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required surns set forth in the Bond Legisiation and in compliance with the Loan Agreement.
In the event the schedule of raies and charges inisially 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 Legistation and the Loan Agreement, the [ssuer hereby covenants
and agrees that it will, to the extent or in the manner authorized by faw, imruediately adjust
and increase such scheduje 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 7.035. 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 Resofutions and the System may not be sold,
mortgaged, leased or otherwise disposed of unless ihe Issuer has obtained the written
consent of the Purchaser, the Authonity 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
snbstantially as a whole, and only if the net proceeds o be realized shall be sufficient to fully
pay all the Bonds Qutstanding 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 writien consent of the Pnrchaser,
the Authority and the Council, the Issuer shall direct the Naticnal 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 remited to the Issuer unless necessary for the
payment of other obligations of the Issver payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby
reserves the right to sell, lease or otherwise dispose of any of the property comprising a part
of the System hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior o any such sale, lease or
other disposizion 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 {ssuer shali, by resoiution
duly adopted, determine that such property comprising a part of the Sysiem 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, shali be in excess of $10,000 but
not in excess of $50,000, the Issuer shali 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
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resolution duly adopted, authorize such sale, lease or other disposition of such propercy upon
public bidding in accordance with the Jaws 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, Jeases, or other dispositions of such
properties, shall be in excess of $50,000 and insufficient to pay all Bonds then Quistanding
without the prior approval and consent in writing of the Holders of the Bonds then
Outstanding. The Issuer shail prepare the form of such approvai 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 Oblieations Payable Out of Revenues and
General Coyenant 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 from
the revenues of the System which rank prior to, or equatly, as to lien on and source of and
security for payment from such reyenues 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 o lien on and source of and security for payment from such
revenues and in all other respects, o the Bonds; provided, that no such subordinate
obligations shall be issued unless all payments required 0 be made into all funds and
accounts set forth herein have been made and are current at the time of the issuance of such
subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be
created, any debt, lien, pledge, assignment, encumbrance oI 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 Systemn 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 writlen
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 Systemn.

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. Inaddition, 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.

o
o

CHE3I4153.3



CHE341

wn

All Parity Bonds issued hereunder shall be on 2 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 puzposes.

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 ihere 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 Resohition then Qutstanding; 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 Tong 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 writien
statement by the Independent Certified Public Accountants, reciting the conclusion that the
Net Revenues actually derived, subject to the adjustments hereinafter provided for, fromthe
System during any 12 consecutive months, within the 18 months immediately preceding the
date of the actual jssuance of such Parity Bonds, plus the estimated average increased anpual
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 larpest aggregate amount that wiil mature and become due in any succeeding
Fiscal Year for principal of and interest, if any, on the following:

(1) The Bonds then Outstanding;

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

(3)  The Parity Bonds then proposed to be issued.
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The "estimated average increased annual Net Revenues expected o be Teceived
in each of the 3 succeeding years," as that term is used in the computztion 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 raftes
adopted by the Issuer, the time for appeal of which shall have expired prior fo the issuance
of such Parity Bonds, and shall not exceed the amount to be stated in a certificate of the
Independent Certified Public Accountants, which shall be filed in the office of the Secretary
prior to the issuance of such Parity Bonds.

The Net Revenues actually derived from the Systemn during the 12-consecutive-
month period herein above referred to may be adjusted by adding io 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 (exceptas to details
of such Parity Bonds inconsistent herewith) shall be for the equal beneflt, protection and
security of the Holders of the Bonds and the Hoiders of any Parity Bonds subsequently
issued from time to time within the limitations of and in compliance with this section. All
Bonds, regardless of the time or times of their issuance, shall rank equally with respect to
their lien on the revenues of the System and their source of and security for payment from
said revenues, without preference of any Bond over any other. The Issuer shall comply
fully with all the increased payments into the varjous 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 (o 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 Ronds on such revermes. The Issuer shait
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 shali 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 Legisiation,
shall have been made in full as required to the date of delivery of the Parity Bonds, and the
[ssuer then be in full compliance with all the covenants, agreements and termns 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 instelling the Project. The [ssuer 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 ail reasonable times for the purpose of
audit and examination. The Issuer shall submit fo 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 Issuer shall permit the Purchaser, the Authority and the Council or their
agents and representatives, to inspect all records pertaining fo the operation and maintenance
of the System at all reasonable times following completion of construction of the Project and
commencement of operation thereof, or, if the Project is an improvement fo an existing
system, at any reasonable time following commencement of construction.

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

The accounting systemn for the System shall foliow current generally accepted
accounting principies and safepuards to the extent allowed and as prescribed by the Public
Service Commission of West Virginia. Separate control accounting records shall be
maintzined by the Issuer. Subsidiary records as may be required shal 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 systermn which may be instalied 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 alt 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 applicabie 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 szid
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 tesis 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
<hall include a statement that notes whether the results of tests disclosed instances of
noncomptiance that are required to be reported under government auditing standards and,
if they are, describes the instances of noncompliance and the audited {financial statements
shali inciude a statement that notes whether the revenues of the System are adequate to meet
the Tssuer’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 (o acquire, the proposed site
of the Project and shall do, is doing or has done ali things necessary {0 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 constimting
the Project and the Project site heretofore or hereafter acquired shall at all times be and
remain the property of the I[ssuer.

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 pursuzant 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 requiced 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 shali 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
continuous performance of this covenant, with a margin for contingencies and temporary
unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees that
the schedule of rates or charges from time to time in effect shall be sufficient, together with

w
)

CH834153.3



CHE34153.,23

other revenues of the System (i) to provide for ali Operating Expenses of the Systern and
(i1) to leave a balance each year equal to at least 113 % of the maximum amount required in
any year for payment of principat 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
Serjes 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 least at the requirement therefor, such balance each
year need only equal at least 110% of the maximum amount required in any year for
payment of principal of and interest, if any, on the Series 2006 Bonds and 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 o any requirements of faw,
the Issuer shall not reduce the rates or charges for services described in Section 7.04 hereof.

Section 7.10. Operating Budeet and Monthly Financiat Report. The
Issuer shall annually, at Jeast 45 days preceding the beginning of each Fiscal Year, prepare
and adopt by resolution a detailed, balanced budget of the estimated revenuss and
expenditures for operation and maintenance of the System 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 resolution duly adopted. No increased expenditures in
excess of 10% of the amount of such budget shall be made except upon the further certificate
of a registered professional engineer that such increased expendimures are necessary for the
continved 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 authorizing increased expenditures for operation and maintenance
of the System at all reasonable times to the Purchaser, the Council, the Authority and any
Holder of any Bonds or anyene acting for and on behalf of such Holder of any Bonds.

Commencing on the date contracts are execuied for the acquisition and
construction of the Project and for 2 years following the compietion 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.

Section7.11. Eneineering Services and Operating Personnel. The Issuer
will obtain a certificate of the Consulting Engineers in the form atiached to the Loan




Agreement, stating, among other things, that the Project has been of 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 faws 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 Councii covering the
supervision and inspection of the development and construction of the Project and bearing
the responsibility of assuring that construction conforms (0 the plans, specifications and
designs prepared by the Consulting Engineers, which have been approved by all necessary
governmental bodies. Such engineer shall certify o 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 shal} employ qualified operating personnel property certified by the
Staie to operate the System during the entire term of the Loan Agreement.

Section 7.12. No Competing Franchise. To the extent legally allowabie,
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 instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.

Section 7.13. Enforcement of Collections. The Issuer will diligently
enforce and collect ali fees, rentals or other charges for the services and faciiities of the
System, and take ail steps, actions and proceedings for the enforcerment and collection of
such fees, rentals or other charges which shall become delinquent to the full extent permitted
or authorized by the Act, the rules and regulations of the Public Service Comsmission 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 ard facilities shall be delinquent until such time as all
such rates and charges are fully paid. To the extent authorized by the laws of the State and
the rules and regulations of the Public Service Commission of West Virginia, rates, rentals
and other charges, if not paid when due, shall become a lien on the premises served by the
System. The Issuer further covenants and agrees that, it will, to the full extent permitted by
law and the rules and reguiations promulgated by the Public Service Comimission of
West Virginia, discontinue and shut off the services of the Systern, and any services and
facilities of the sewerage system, if so owned by the Issuer, to ali users of the services of
the System delinquent in payment of charges for the services of the System and will not
restore such services of either system until all delinquent charges for the services of the
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Systern, plus reasonable interest and penalty charges for the restoration of service, have been
fully paid and shafl ke ail further actions to enforce collections to the maximurm exient
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 fo any required approval of such
agreement by the Public Service Commission of West Virginia and alf 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 (o
be rendered any free services of any nature by the System, nor will any preferential rates
be established for users of the sarme class; and in the event the Issuer, or any department,
agency, instrumentality, officer or employee shall avail itself or themnselves of the facilities
or services provided by the System, or any part thereof, the same rates, fees or charges
applicable to otber customers receiving like services under similar circumstances shall be
charged the Issuer and any such departrnent, agency, instrumentality, officer or ernployee.
The revenues so received shall be deemed to be revenies derived from the operation of the
Systern, 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 lssver hereby
covenants and agrees that so long as the Bonds remain Outstanding, the Issuer wiil, 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 fellowing
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 alsa
carry and maintain insurance to the extent available against the
risks and hazards of war. The proceeds of all such imsurance
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 itseif, or will
require each contractor and subcontractor to, obtain and maintain
builder's risk insurance (fire and extended coverage) to protect the
interests of the Issuer, the Authority, the prime comntractor and all
subcontractors as their respective interests may appear, in
accordance with the Loan Agreement, during construction of the
Project on 2 100% basis (completed vatue 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.

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

(3) WORKER'S COMPENSATION COVERAGE FOR
ALL EMPLOYEES OF OR FOR THE SYSTEM ELIGIBLE
THEREFOR; AND PERFORMANCE AND PAYMENT BONDS,
such bonds o be in the amounts of 100% of the construction
contract and to be required of each confractor contracting directly
with the Issuer, and such payment bonds will be filed with the
Clerk of The County Commission of the County in which such
work is to be performed prior {0 COMMENCEMEN of construction of
the Project in compliance with West Virginia Code, Chapter 38,
Articte 2, Section 39.

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

(5) BUSINESS INTERRUPTION INSURANCE, to the
extent available at reasonable cost to the Issuver.

(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 1o 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 lssuer shall require all contractors engaged in the construction of the
Project to furnish a performance pond 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 secarity for the fajthful performance of such contract. The Yssuer shall verify such bonds
prior to commencement of construction.

The [ssuer 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

i
el

CHE34133.3




Project and public liability insurance, vehicuiar liabitity 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 shail 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 Authority, the Issuer, the
prime contractor and all subcontractors, as their interests may appear.

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

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

The Issuer has obtained all permits required by State and federal laws for the
acquisition and construction of the Project, all orders and approvals from the 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 appea} periods having expired without successful
appeal.

Section7.18. Compliance with Letter of Conditions, Loan Agreement and
Law. The Issuer shalt 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
shal] also comply with all applicable faws, 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 alt documents submitted to the Purchaser and
the Authority. A

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

A, PRIVATE BUSINESS USE LIMITATION. The Tssuer shall assure that
(i) 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
imterest 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 frofm 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 shail 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, directly or indirectly, to make or finance a toan (other than loans constituting
Nonpurpose Investrnents) o persons other than state or Jocal gOVEITIMENT 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 guarznieed” within the meaning of
Section 149¢h} 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 fimitation, the
information return required under Section 149(e) of the Code.,

E. FURTHER ACTIONS. The Issuer will take any and all actions that may
be required of it (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 ot tuke any actions or fail fo take any actions
(including, without limitation, those deemned necessary by the Authority), the resultof 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 staiements, 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 Morteage Lien. For the further protection of the
Holders of the Series 2006 Bonds, a statutory morigage lien upon the System is granted and
created by the Act, which statutory morigage fien is hereby recognized and declared to be
valid and binding, shali take effect immediately upon delivery of the Series 2006 Bonds and
shail be on a parity with the statutory mortgage tien in favor of the Holders of the Prior
Bonds.

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

B.  The Issuer shali submit all proposed change orders to the Puschaser and
the Conpcil for writien 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.

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

o
o
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ARTICLE VIII

INVESTMENT OF FUNDS; USE OF PROCEEDS

Section 8.01. Investments. Any monies held as a part of the funds and
accounts created by this Bond Legislation other than the Revenue Fund, shall be invested
and reinvested by the Commission, the Depository Bark, or such other bank or national
banking association holding such fund or account, as the case may be, at the written
direction of the Tssuer 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 reafized from such investment shall be credited or charged to the appropriate
fund or account. The investments heid for any fund or account shall be valued at the lower
of cost or then current market value, or at the redemption price thereof if then redeemable
at the option of the holder, including the value of accrued interest and giving effect to the
amortization of discount, or at par if such investment is held in the "Consolidated Fund.”
The Commission shall sell and reduce to cash a sufficient amount of such investments
whenever the cash balance in any fund or account is insufficient to make the payments
required from such fund or account, regardiess of the loss on such liguidation. The
Depository Bank may make any and all investments permitted by this section through its own
investment or trust department and shall not be responsible for any losses from such
investments, other than for its own negligence or wiitful misconduct.

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investmenis, and shall distribute to the Issuer, at least once each year (o1 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
Qutstanding and as long thereafter as necessary (o compty 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 counse! relating Lo restrictions on
the use of proceeds of the Series 2006 B Bonds as a condition to issuance of the Series 2006
B Bonds. 1n addition, the Issuer covenants (i) to compiy 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 Jose their status as tax-exempt bonds; and (ii1) to rake such
action, or refrain from taking such action, as shall be deemed necessary by the Issuer, of
requested by the Authority or the Council, to ensure compliance with the covenants and
agreements sei 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
requested by the Authority.
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ARTICLE IX

DEFAULT AND REMEDIES

Section 9.01. Events of Default. Each of the following events shali
constituee 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)  If 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
supplementz! 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 defauit by the
Comunission, 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 ot
arrangement under the federal bankrupicy laws or any other
applicable law of the United States of America; or

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

Notwithstanding anything herein to the contrary, if default occurs in the due and
puncmal 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 Defauit™ with respect to the other seties of
the Series 2006 Bonds.

Secticn 9.02. Remedies. Upon the happening and continuance of any
Event of Defauit, any Registered Owner of 2 Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in
particular, (i) bring suit for any unpaid principal or interest then due, (i) by mandamus or
other appropriate proceeding enforce all rights of such Registered Owners including the right
to require the Issuer o perform its duties under the Act and the Bond Legislation relating
thereto, including but not limited to the making and coliection 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 bilt in equity enjoin any acts in
violation of the Bond Legislation with respect fo 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 shal} be on a parity with each other and the Prior Bonds.

Section 9.03. Appointment of Receiver. Any Registered Owner of a Bond
may, by proper legal action, compel the performance of the duties of the Issuer under the
Bond Legisiation and the Act, ircluding, the completion of the Project and after
commencement of operation of the System, the making and coilection of sufficient rates and
charges for services rendered by the System and segregation of the revenues therefrom and
the application thereof. 1f there be any Event of De fauit with respect to such Bonds, any
Registered Owner of a Bond shall, in addition to ali other remedies or rights, have the right
by appropriate legal proceedings to obtain the appointment of a receiver to administer the
Systern or to complete the acquisition and construction of the Project on behalf of the lssuer,
with power to charge rates, rentals, fees and other charges sufficient to provide for the
payment of Operating Expenses of the System, the payment of the Bonds and interest and
the deposits into the funds and accounts hereby established, and to apply such rates, rentais,
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 eacl 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 ail that is dug upon the Bonds and interest thereon and under any
covenants of this Bond Legislation for reserve, sinking or other funds and upon any other
obligations and interest thereon having a charge, lien or encumbrance upon the revenues of
the Systern shall have been paid and made good, and all defaults under the provisions of this
Bond Legistation shail have been cured and made good, possession of the Systen: shall be
surrendered to the Issuer upon the entry of an order of the court to that effect. Upon any
subsequent default, any Registered Owner of any Bonds shall have the same right to secure
the further appointment of a receiver upon any such subsequent default.

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

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

the name of the Issuer and for the joint protection and benefit of e 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 recetver shalt be lirnited 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
Legisiation, and the title to and ownership of the System shall remain in the Issuer, and no
court shail bave any jurisdiction to enter any order or decree permitting or requiring such
receiver to sell, assign, mortgage or otherwise dispose of any assets of the System.
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ARTICLE X

PAYMENT OF BONDS

Section 10.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid to the Holders of the Series 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 att 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 fax 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 manmmer.
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ARTICLE X1

MISCELLANEQUS

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 Resolution, Following issuance of the Series 2006 Bonds, no
material modification or amendment of this Resolution, or of any resolution or order
amendatory or supplementa] 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 moedification 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 excludabitity 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 Legisiation shall constitute a contract between the lssuer 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.

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

Section 11.04. Headings, Etc. The headings and caichlines 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 resolutions 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 control (unless less restrictive), so long as the Prior Bonds or any
portion thereof are ouistanding.

Section 11.06. Covenant of Due Procedure, Etc. The Issuer covenants that
al} acts, conditions, things and procedures required to exist, fo happen, to be performed or
to be taken precedent o 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 imes when any actions in connection with this Resoiution occurred and are
duly in office and duly qualified for such office.

Secrion 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
i
By: g L)

’; Its: C}iairmaml {
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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, 2005.

[SEAL] 7 . ,}
(4 tdﬁqu,w ] 'M,&M,V\)ZZEA
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 Infrastrucrure 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 WATER REVENUE 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 BBONDS; 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 VIRGINTA 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 Bady") 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 ISSUANCEBY 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 3300,000 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 2005 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
shatl 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 Agriculiure), 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 agpregate principal amounts net 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 Autherity (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, Articie 15A
of the West Virginia Code of 1931, as amended {collectively, the "Act”); and in the Bond
Resclution 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 Issuer 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 adopied, that the Loan
Agreement be approved and ratified by the [ssuer, that the exact principal amounss, 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 1, Pursuant to the Bond Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the following
bonds of the Issuer:

AL Water Revenue Bonds, Series 2006 A (United States Department
of Agriculture), of the Issuer, originally represented by a single Bond, numbered AR-! in
the principal amount of $236,000. The Series 2006 A Bonds shall be dated the dae 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 monthly installments of $1,084 on the corresponding day
of each morth, except that the final installment shall be paid at the end of forty (40) years
from the date of the Series 2006 A Bonds, in the sum of the unpaid principal and interest due
on the date thereof, except that prepayments may be made as 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 instaliments, or any
porticn thereef, may be made at any time at the opton 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, shali finaily mature June 1, 2046, and shall bear no interest. The principal of the
Series 2006 B Bonds shall be payable quarterly, on March 1, June 1, September 1 and
December ! of each year, commencing March 1, 2008, and maturing June i, 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 shalt
be subject to redemption upon the written consent of the Authority and the Council, and upon
payment of the redemption premium, if any, and otherwise in compliance with the Loan
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Agreement, so long as the Authority shall be the registered owner of the Series 2006 B
Bonds.

Section?.  All other provisions relating to the Bonds and the text of the Bonds
shall be in substantiaily the form provided in the Bond Resolution.

Section3.  The Issuer does hereby authorize, approve, ratify and accept the
Loan Agreement, acopy 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 [herein, on behalf of the Issuer, are hereby authorized, directed, ratified and
approved. The Issuer hereby affirms ail covenants and representations made in the Loan
Agreement and in the applications to the Council and the Authority. The Issuer does hereby
anthorize, 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 shalt be advanced from time to time as requisitioned by the Issuer.

Section 4. The Issuer does hereby appoint and designate  The Huntington
Nationa! 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 Sexies 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 3. 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 commission 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 execufe and deliver such other documents, agreemenis, 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, o the Purchaser pursuant to the Letter of Conditions, and the
Series 2006 B Bonds may be delivered on or about July 27, io the Authority pursuant to the
Loan 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, weifare and safety of the residents of the Essuer.

Section 14. The Issuer hereby determines that it is in the best interest of the
Issuer 1o invest all monies in the funds and accounts established by the Bond Resolution held
by the Depository Bank until expended, subject to any limitation of the Purchaser with
respect of the proceeds of the Bonds, in repurchase agreements or time accounts, secured by
a pledge of Government Obligations, and therefore, the Issuer hereby directs the Depository
Bank to take such actions as may be necessary to cause such monies to be invested in such
repurchase agreements or time accounts, until further directed in writing by the Issuer.
Monies in the Series 2006 A Bonds Reserve Account, the Series 2006 B Bonds Sinking Fund
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 1o
the financing, acquisition and construction of the Project.

Section 16. This Supplemental Resolution shall be effective immediately
foilowing adoption hereof.
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Adopted this 25th day of July, 2008,

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

By: (,)M S iﬁ/&)
Its: &fha:rry(an
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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.

[SEALJ ) <) e
(T . n RcL--"L-"'L’C).- A JI e
Secretary
07.19.06
582180.00003
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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 QF
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 I

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. -+ Authority for This Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act"), and other applicable provisions of iaw. 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 Counr_y\Commission of McDowel} County.

Section 1.02. Fit_f&'mng and - Determinations. It is hereby found,
determined and declared as fotlows: " -

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

B. Tt 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 treatinent
and distribution facility {waterline extension project) and all necessary appurtenant faciliiies
in the communities of Caretta and Bartley, McDowell County, West Virginia (the "Project”),
particufarly described in and according to the plans and specifications prepared by the
Consulting Engineer and heretofore fied in the office of the Secretary/Treasurer of the Public
Service Board (the "Governing Bedy”) of the Issuer. The existing waterworks facilities of
the [ssuer, together with the Project and auy 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 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 t0 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 payrments 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 obuained from the proceeds of sale of the
Series 2001 A Bonds herein Guthorized, 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 wiil 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™), © finance a portion of the cost of such acquisition
and construction in the manner hereinafier provided. The cost of such acquisition and
construction shall be deemed to include, without being limited to, the acquisirion and
construction of the Project; the cost of all property rights, easements and franchises deemed
pecessary or convenient therefor and for the improvements and extensions thereto; interest
on the Series 2001 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improvements and extensions; engiceering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; exXpenses for planms,
specifications and surveys; other expenses necessary or incident to determining the feasibility
or practicability of the Project, administrative expense, and such OmMer expenses as may be
necessary or incident to the financing herein authorized, and the acquisiden and construction
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of the properties and the placement of same in operation; provided that, reimbursement to the
Issuer for any arpounts expended by it for the repaymeat of indebtedness incurred for costs
of the Project by the Issuer shall be deemed costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 2001 A Bonds as to liens, piedge and source of and security for
payment: (i) Water Revenue Rond, 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 Septermber 26, 1995, izsued in the original aggregate principal amount of
$500,000 (the "Series 1993 Bond"); (i) 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 aggregale 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 ameunt of
$1725,000, all held by the Purchaser {coliectively, the "Prior Bonds"). Other than the Prior
Bonds, there are no cther outstanding bonds or obligations of the Issuer which rank prior to
or or 2 parity with the Series 2001 A Bonds as to lens, 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 4, dated August 1, 2000,
issued in the original aggregate principal amount of $20,000 (the "Prior Notes").

The lIssuer is mot in default under the terms of the Prior Bonds, or the
resolutions authorizing issuance of the Prior Bonds or any document in connection therewith,
and has complied with all requirements of all the foregoing with respect to the issuance of

parity bonds or has obtained a sufficient and valid consent ot waiver thereof.

H.  Itisin the best interest of the Issuer that the Series 2001 A Bonds be sold
o the Purchaser, pursuant to the terms and provisions of the Leters of Conditions, dated
July 7, 1998, and all ameadments thereto, if any (collectively, the "Letter of Conditions").

L The Issuer hasj,.é‘émplie'd with all requirements of law relating to the
authorization of the acquisition and zonstruction of the Project, the operation of the System,
including, without limitation, the impositon of rates and charges, and the issuance of the
Series 2001 A Bonds, or will have so complied prior to issuance of the Series 2001 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
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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 fnal 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 Boads.

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 0f 1931, as
amended.

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

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

*Bonds” means, colleczivély, the Series 2001 A Bonds and the Prior Bonds.
"Chairman" means the Chairman of the Governing Body.

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

"Consulting Engineer” means Stafford Consulants, Incorporated, Princetorn,
West Virginia, or any quaiified engineer or firm of engineers which shali’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 SUCCESSOLS and assigns.
"‘-.\.‘.\g
"Facilities” or "waterworks facilities” means all the tangible properties of the
System and also any tangible properties which may hereafier be added to the System by
addirions, bettermen:s, exensions and improvements thereto and properties, furniwure,

fixtures or equipment therefor, hereafier at any Lime constructed or acquired.
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"EDIC" means the Federal Deposit Insurance Corporation.

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

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

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

"Graats" means, collectively, all grants committed for the Project.
“Herein" or "herein” means in this Bond Legistation.

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

“Letter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated July 7, 1598, and all additional amendments thereto, if any.

"Minimum Reserve” means, as of any date of caleulation, the maximuim amount
of principal and interest which will become due on the Seriss 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 Qperating Expenses, as defined below.

"Qperating Expenses” means the CUrTeNt EXPEnses, paid or accrued, of operation
and maintenance of the Project and the System and its facilities, and inciudes, without
limiting the generality of the foregoing, insurance premiums, salaries, Wwages and
adrninistrative 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 reascnable
operating COSts asare normally and regularly inciuded under recognized accounting principles
and retention of a sum not to excead one-sixth of the budgeted Operating Expenses stated
above for the curren! year as wofigi.gg 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 inte all funds and

accounts have been made to the last monthly payment date prior to the date of such retention.
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*Prior Bonds® means, collectively, the Water Revenue Bond, Series 1993, the
Water Revenue Bond, Series 1995, the Water Revenue Bond, Series 1997 A, the Water
Revenue Bonds, Series 1999 A, the Water Revenue Bonds, Series 1999 B, and the Water
Revenue Bonds, Series 1955 C, of the Issuer described in Section 1.02G tereof.

»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 resclutions of the Issuer, adopted

" Tune 23, 1993, September 26, 1993, October 15, 1997, June 16, 1999, and August 11, 1599,

respectivety, authorizing the Prior Bonds.
"Project” shall have the meaning stated in Section 1.02B above.

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

"Qualified Investments” rmeans and includes any of the following, to the extent
such investments are permitied by faw:

(a)  Government Obligations;

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

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

(d Any bc‘)ﬁgl;,idabeumre, note, participation certificate
or other similar 0bii§a_t§0ns issued by the Federal National
Mortgage Association to' the extent such obiigation is guaranteed
by the Government National Mortgage Association or issued by
any other federal agency and backed by the full faith and credit
of the United States of America,
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(e) = Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent pot insured by the FDIC
(nereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obiigations, provided, that said Government Obligations pledged
ejther 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 al least equat to the
principal amount of szid tme accounts;

(£ Money market funds or similar funds whose only
assets are investments of the type described in paragraphs (2)
through (g} above;

() Repurchase agreemeris, fully secured by
{nvestments of the types described in paragraphs (a) through ()
above, with banks or national banking assoctations 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 agresments of must be
replaced or increased s0 that the market value thereof is aiways-
at least equal to the principal amount of said repurchase
agreements, and . provided further that the holder of such
repurchase agreement shakl have a prior perfected security interest
in the collateral therefor, must have (or its agent must have)
possession of such collateral, and such coilateral 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 {0
Chapter 12, Article 6 of the West Virginia Code of 1931, as
amended; and

agencies thereof, the-interest on which is excluded from gross
income for federal income tax purposes, and which are rated at

8] Obliga 'pns of States 01: political__subdivisions or

least "A" by Moody's lavestors Service or Standard & Poor’s
Corporation. . ‘



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

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

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

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

"Series 2001 A Bonds" means the Water Revenue Bonds, Series 2001 A (United
States Department of 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 whaisoever.

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

Words importing singular number shall inciude the plural number in each case
and vice versa; words imp'o‘rtihg persons shall include firms and corporations; and words
importing the masculine, ferpinine 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.



ARTICLE I

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

~ Section 2.01. Authorization of Acguisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $622.000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 2001 A Bonds hereby authorized shall be
applied as provided in Article IV hereof.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 2001 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2001 A (United States 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,

Sectign 3.02. Descrintion of Bonds. The Serles 2001 A Bonds shall be
issued in single form, numbered AR-1, only as a fuilly registered Bond, and shall be dated the
date of delivery thereof. The Series 2001 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.5% per annum, and shail be sold for the par value
thereof.

The Series 2001 A Bonds shall be subject tc prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable 3s
provided in the respective Bond forms hereinafter set forth.

Section 3.03. - Negotiability, Registration, Transfer and Exchange of
Bonds. The Series 2001 A Bonds shall be and have ali the qualities and incidents of a
negotiable instrument under the Uniform Comynercial 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 canceilation, accompanizd by delivery of a written instrument of
transfer, duly executed in a form acceptable to the Bond Registrar.

Whenever the Series 2001 A Bonds shall be surrendered for registration of
transfer, the Issusr 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 governrmental charge
required to be paid with respect to such ransfer, but the Issuer shall pay agy other expenses
incurred by the Bond Registrar wi't’h-ﬂ;;espect to such transfer,

No registration of transfer of the Series 2001 A Bonds shall be permitted to be
made after the 15th day next preceding any installment payment date on the Series 2001 A
Boads.

CH384011.%
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Section 3.04. Bord Registrar. The Issuer shatl be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 2001 A Bonds, and, upon presentation for such purpose, the Boad
Registrar shall, under such reasonable regulations as it may preseribe, register the
Series 2001 A Bonds initiaily issued pursuant hereto and register the transfer, or cause to be .
registered by its agent, on such books, the transfer of the Series 2001 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2001 A Bonds for registration or
transfer only if ownership thereof is to be registered in the name of the Purchaser, an
individual (inciuding joint ownership), corporation, a partmership or a trust, and onty upon
receipt of the social security number of each individual, the federal employer identification
number of each corporation or parmership or the social security numbers of the settlor and
beneficiaries of each trust and the federal empioyer 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. 5o
Jong 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
Mational Finance Office, St. Louis, Missourt 63103, or such other address as shall be stated
in writing to the Issuer by the United States of America.

Section 3.03. Execution of Bonds. The Series 2001 A Bonds shall be
executed in the name of the Issuer by the Chairman and its corporate seal shall be affixed
thereto and atrestad by the Secretary/Treasurer. In case any one or mote 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“neﬁerd}eles:s 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 dme of the execution of such Bonds shall hold the proper office in the
Issuer, although at the date of such Bonds such person may not have held such office or may
not have been so authorized.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the
Series 2001 A Bonds shall become mutlated 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 exr:hau‘lg,g;;and substitution for such mutilated Bonds or in lieu of
and substitution for the Bonds destroyed, stolen or lost, and upon the holder’s furnishing the
Issuer proof of his ownership thereof and,complying with such other reasonable regulations
and conditions as the Issuer may require. The Series 2001 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2001 A Bonds shall have
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matured or be about to mature, instead of issuing a substitate Bond the Issuer may pay the
same, and, if such Band be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledee of Net Revenues. The payment
of the debt service of the Series 2001 A Bonds shall be secured forthwith by = 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 became due.

Section 3.08. Form of Bond. Subject to the provisions hereof, the texi
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 permited
hereby or by any resolution adopted after the darte of adoption hereof and prior to the
issuance thereof:
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(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

$145,000

No. AR-1 Date:

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower") promises to pay to the order of the United States of
America (the "Government”"), or its registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Government may hereafier designate
in writing, the principai sum of DOLLARS {(5___
), plus interest on the unpaid principal balance at the tate of 4.5% 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 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 instaliment shall be paid at the end of 40 years from the date
of this Bond, in the sum of {kie 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 agreemerit'lriodifying 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 indebtedness evidenced by this Bond shall be
applied first to interest computed to the effective date of the payment and then (o principal.

Prepayments of schéﬁu};d installments, or any portion thereof, may be made
at any tme at the option of Borrolwt;r‘ ‘Refunds and extra payments, as defined in the
regulations of the Government according to.the squrce of funds involved, shail, after payment
of interest, be applied to the installments last o 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 shail continue to make payments to the Government as collection agent for
the holder.

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Goverument to
the holder promptly or, except for fina! payment, be retained by the Government and
remitted to the holder on either a calendar quartet basis or an annual instailment due date
pasis. The effective date of evecy payment made by Borrower, except payments retained and
remitted by the Govemment On an annual instatiment due date basis, shall be the date of the
United States Treasury check by which the Government remiis the payment to the holder.
The effective date of any prepayment retained and remitied 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 10 which the hoider 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 collectior hereof
or to preserve Or protect any security herefor, or otherwise undec the terms of any security
or other instrument executed in connection with the loan evidenced hereby, at the option of
the Government shail become a part of and bear inferest 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
DUTPOSES authorized by the Government.

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

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

Registration of this Eqnd is transferable by the registered owner hereof in
persotn or by his, her or its arzorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such transfer 2 new Bond or Bonds, of authorized
denomination or depominations, for the like principal amount, wiil be issued to the transferse

in exchange herefor.



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

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

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
rerms for loans for similar purposes and periods of tirne, Borrower wili, 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 1o its future regulations not
{ncomsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FORPAYMENT, WITH THEBORROWER'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 1o be
hereunto affixed or irnprinted hereorn and attested by its Secretary/Treasurer, all as of the date
hereinabove written.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

Secretary/ Treasurer
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ASSIGNMENT

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

the within Bomd and doss 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 substitation 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. Establishment of Funds and Agcounts with Depository
Bank. The following special funds or accounts are created with {or comtinued 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 Bank and from each other:

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

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

(3)  Project Construction Account.

Section 4.02. Establishment of Funds and Account with Commission. The
following special funds or accounts are hereby created with (o1 continued’ if previously
established by the Prior Resclutions) and shall be held by the Commission separate and apart
from all other funds or accounts of the Commission and the Issuer and from each other:

(1)  Series -1993 Bonds'._Reserve Account (established by the Prior
Resolutions and continued hereby);

{2} Series"l995 Bonds Reserve Account (established by the Prior Resolutions
and continued hereby);

(3)  Seres 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 acd continued hereby);

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

(6) Series 1999 C ﬁbﬁds._Résewe Account (established by the Prior
Resolutions and continued hereby); and ' _

(7) = Series 2001 A Bonds Reserve Account.
Coliectively, the reserve scCcounls for the Prior Bonds shall be referred to as the "Pricr Bonds
Reserve Accounts.”



Section 4.03. Bond Proceeds; Project Copstruction Account. The
proceeds of the sale of the Series 2001 A Bonds shall be deposited upont receipt by the Issuer
in the Project Construction Account. The moneys in the Project Construction Account in
excess of the amount insured &Yy FDIC shall be secured at all times by the Depository Bank
by securities Or 10 @ MANNET laweul for the securing of deposits of State and municipal funds
under West Virginia law. Moneys in the Project Construction Accouit shall bz expended by

the Issuer solely for the purposes provided herein.

Moreys in the Project Construction Accourt shall be used solely to pay the cost -
of acquisition and construction of the Project upor vouchers and other documentadon
approved by the Purchaser. '

Until completion of acquisition and construction of the Project, the Issuer will
additonally transfer from the Project Construction Account and pay to the Purchaser on ot
before the due date, such sums as shali be from time to tne required to make the monthly
installments on the Series 2001 A Bonds if there are not sufficient Net Revenues to make such

monthly payment.

Pending application as provided in fhis 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 zpplicable law, in Qualified Investments.

When acquisition and construction of the Project has been completzd 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.”. o

_ A R

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

Bonds as follows:

Section 4,04~ Covenants of the Tssuer as to System Revenues and Funds.

A. REVENUE FUND. The. endre 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 Reverue Fuud. The Revenue Fund shall constitute
+ trust fund for the purposes provided in the Resolutions and shall
be kept separate and disdnct from all other fuTids of the Issuer and
the Depository Bank and used cnly for the purposes and in the
maanet provided in the Resolutions.




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

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

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

- Fand and remit to the National Finance Office, the

* amounts required to pay the interest on the Prior
Bonds and the Series 2001 A Boods and to amortize
the principal of the Pror Bonds and the
Series 2001 A Bords 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 shali be made on an equal pro
rata basis in accordamce with the respective
agpregate 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
simitansously rermit to the Commission () for
deposir into the respective Prior Bonds Reserve
.Accounts, ‘the amounts required by the Prior
Resolutions: and (i) for deposit imto  the
Series 2001 A Bonds Reserve Accoudt, 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 mounthly payments of the
principal of ﬁﬁdf;';merest on the Series 2001 A Bonds
to the National ;finante 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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Ronds Reserve Account, all earnings of mvestmenrs
of moneys therein shall at least anmually be
rransferred to and deposited in the Revemue Fund.

(4)  The Issuer shall next, cn the first day
of each month, transfer from the Revenue Fund and
remit to the Depository Bank for deposit in the
Depreciation Reserve, (D) the amount required by
the Prior Resolutions; and (i) 0.4167% of the
Minitoum Reserve, until the amount in the
Series 2001 A Bonds Reserve Account equals the
Minimum Reserve, and thereafter, 0.8334 % of the
Minirum Reserve, so long as the Series 2001 A
Bonds are outstanding, provided, however, that in
the event Revenues are insufficient to fund the
Series 2001 A Bonds Reserve Account in
accordance with Section 4 .03B(33(ii) above, or 2
withdrawal of funds from the Series 2001 A Bonds
Reserve Account is made, payment of Revemues
into the Depreciation Reserve as provided in this -
Section 4.03B(4)(il) 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 Depreciaton 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 o1
and principal of the Prior Bonds and the

‘Serjes 2001 A Bonds as the same becorme due, and

next to restore 1o the Prior Ronds 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 payments are
current and in accordance Wwith the foregoing
provisions, mooeys iz the Depreciation Reserve
may be withdrawn by the Issuer and used for

replacements, Tepairs, improvements Of extensions

to the Systerm.»-y
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(5y After all the foregoing provisions for
use of moneys in the Revenue Fund have been fully
complied with, mOREYs 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 2001 A Bonds in full, it shall be the mandatory duty of the Isster, anything to the *
contrary herein sotwithstanding , to prepay the Series 2001 A Bonds at the earliest practical
date 2nd in accordance With applicable provisions hereof.

The Commission is hereby designated as the Fiscal Agent for the administration
of the Series 2001 A Bonds Reserve Account as 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 <hall be automadcally debited from the Revenue Fund and
electronically transferred to the Comrnission on the dates required hereunder.

The Issuer shall, on the first day of each month (if the first day is not 2 business
day, then the first business day of each monthy), deposit with the Commission the required .
reserve account payments with respect to the Bonds and all such payments shall be remitted
to the Commission with appropriate instructions as to the custody, use and application thereof
consistent with the provisions of this Bond Legisladon.

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 Reverne Fund at the times provided herein, together with written advice stating the
amount reritted for deposit jnto each such fund.

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

If on any payment datethe Revenues are insufficient to make the payments and
rransfers as hereinabove provided,-:;,,the deficiency shall be made up in the sabsequent
payments and mansfers i additon io these which would otherwise be required to be made
on the subsequent payment dates. o T
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Principal, interest or reserve payments, wherher made for a deficiency or
otherwise, shall be made on a parity and pro rata, with respect © the Series 2001 A Bounds
and the Prior Bonds, in accordance with the respective principal amounts then Outstanding.

Subject to the Prior Resolutions, the Commission and the Depository Bank, at
the directon of the Issuer, shall keep the moneys in the Series 2001 A Bonds Reserve
Account and the Depreciation Reserve invested and reinvested to the fullest extent possible
in accordance with applicable law, and to the extent practicable, in Qualified Investments -
having maturities consonant with the reguired use thereof. Jnvestments 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 valze, or at the redermption
price thereof if then redeemabie at the option of the holder, including value of accrued
interest and giving effect o 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 shail be teld in and at all times deemed a pazt of the fund or account in
which such moneys were originally beld, and interest accruing thereon and any profit or loss
realized from such investment shall be credited or charged to the appropriate fand or account. .
Earuings from mogeys 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 Cominission o the Issuer, to he deposited in the Revenue Fund.

C. CHANGE OF DEPOSITORY BANK. The Issuer
may designate another bank or trust cornpany insured by FDIC as
Depository Bank if the Depository Bank should cease for any
reason to serve orif the Governing Body determnines by resolution
that the Dep'osiibr}' Bank or itg successor should no longer serve
as Depository Bank. Uporany such change, the Governing Body
will cause notice of the change-to be sent by registered or
certified mmail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior to
delivery of the Series 2001 A Bonds, provide evidence that there
will be at least 133 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 Fupnd to the Commission or the Depository
Bank such additional sums as shall be necessary to pay the
charges and fees of thé Commuission or the Depository Bank then
due. . '
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F.  INVESTMENT OF EXCESS BALANCES. The
moreys in excess of the sum insured by FDIC in any of such
funds or accounts shall at all times be secured, to the full extent
thereof in excess of such insured sum, by Qualified Investments
as shall be eligible as security for deposits of state and municipal
funds under the laws of the State of West Virginia.

GG,  REMITTANCES. All remtiances 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.

g 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 [ssuer Agrees that o0
the date set forth in the Supplemental Resolution, meneys in the
Prior Bonds Reserve Accounts shall be transferred from the

- Depository Bank to the Commission. Once the funds have been
transferred to the Comumissicn, the Issuer shall continue to make
payments to the respective Prior Bonds Reserve Accounts il
accordance with the Prior Resolutions and as stated herein, except
that such payments shall be made to the Commission rather than
to the Depository Bank. - ' ' .

~ Section 4.05.  Ineom Construction Financing. In order to pay certain
costs of the Project pendiﬂg receipt of proceeds of the Granrs and advances of principal of
the Series 2001 A Bonds, the Issuer may issue and sell its interim construction Totes in an '
 aggregate principal amount ot to exceed $145,000 (the "Notes"). The Notes shall be in the
form of a line of credit froma commercial bank or other lender, and the 1ssuer is hereby
authorized to enter into the credit agreement with such commercial bank or other lender. The
Notes shall bear interest from the dare or dates, at such rate ot rates, payable on such dates
and shall mature on such date OF 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 2001 A Bonds or the Grants. The Notes do not
and shall not constitute 2n indebtedness of the Issuer within the meaning of any constitutional
or stanutory provisions. The general funds of the Issuer are not liable, and neither the full

faith and credit or the taxing power of the Issuer, if any, is pledged for the payment of the
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s of the Notes shall never have the right to compel the forfeiare of any
shall not be a debt of the Issuer, nor a legal or equitabie.
e upon any property of the Issuer or upon any of its

Notes, The Hoider
property of the Issuet. The Notes
pledge, charge, lien or encumbranc
income, FECceipts O TEVEQUES EXCept as set forth herein.

C{384011.2
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ARTICLEV

GENERAL COVENANTS, ETC.

Section 3.01. General Statement. So long as the Series 2001 A Bonds
shall be outstanding and nnpaid, o until there shall have been set apart in the Series 2001 A
Ronds 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 constitute valid and '
legally binding covenants between the Issuer and the Holder of the Series 2001 A Bonds.

Section 5.02. . Rates. The Issuer will, in the manner provided in the Act,
fix and collect such rates, fees or otber charges for the services and facilities of the Systemn,
and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient 10 produce Net Revenues equal to not less than 110% of the
anmual debt service on the Series 2001 A Bonds and the Prior Bonds and sufficient to make
the paymeats required herein into all funds and accounts and all the mecessary expenses of
operating and maiataining the System during such Fiscal Year and such rates, fees and other
charges shall not be reduced so as 1o be insufficient (o provide adequate Revenues for such
purposes.

Section 2.03. Szle of the System. The System will not be sold without
the prior written comsent of the Purchaser so long as the Series 2001 A Bonds are
outstanding. Such consent Wil provide for disposidon of the proceeds of any such sale.

- Section 5.04: . [ssuance of Additional Parity Bonds ot Oblizations. No
additidnal parity bonds or dbligadons payable out of any of the Revenues of the Systern shall
be issued, except with te prior written consent of the Purchaser. '

Section 5.05. Insurance and Bonds. Tobe 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 outsanding,
insurance with a reputable insurance carrier or carriers covering the following risks and in
the following amounts:

(a) Fire, Lightning, Vandalism, Malicious Mischief and
Extended Coverage Insurance, to be procured upon acceptance of
any part of the Proj ect from the contractor, and immediately upon
any portion of the S'YSfem pow in use, o all above-ground
structures of the System and mecharical and electrical equipment
in place or stored oD the site in an amount equal to the full
insurable value thereof. In the evemt of any damage to Or
destruction of any portion of the System, the Issuer wili promptly

arrange for the applicaion of the insurance proceeds for the




repair or reconstruction of such darmaged or destroyed portion.
The Issuer will itself, or will require each cORfractor and
subeontractor o, obtain and maistain 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 Uimits 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 mjury 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 Systetn, such jnsurance to be procured not later
than the date of delivery of the Series 2001 A Bonds.

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

(d) Workers' Compensation Coverage for Al
. Employees of the District Eligible Therefor and Performarce 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 0
commencement of construction of the Project in compliance with -
West Virginja Code Section 38-2-39. Workers' compensation
coverage shall be maintained a3 required by the laws of the State

of West Virginia.

(e) Elood Imsurance to be procured, to the exient
available at reasonable costto. the Issuer; however, if the System
is located in a cormunicy which has been notfied as having
special flood or mudstide p:orie areas, flood insurance must be
obtainzd,



(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 amy such person at any Ohe time, and
initially in the zmount of $30,000 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 Section, during
construction of the Project and so long as the Series 2001 A
Bonds are outstanding, the Issuer will carry insurance and bonds
or cause insurance and bonds to e carried for the protection of
the Issuer, and during such constructon will require each
confractor and subconiractor ta cdrry insurance, of such typesand
in such amounts as the Purchaser may specify, with Insurance
carriers or bonding companies acceptable to the Purchaser.

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

- Holder of the Series 2001 A Bonds, a statutory mortgage lier upox the System is granted and

created by the Act, on a panity with the Prior Bonds, which stamtory 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": C .

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

{b)  Failure to duly and punctually observe or perform
any of the covenants, conditions and agreeiments on the part of the
lssuer contained in the Seres 2001 A Bonds or berein, or
viotation of or failure to observe any provision of any pertinent
law. T

Section 3.08. Epforcement. 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, Of execution of any power, or for
the enforcement of any proper legal or equirable remedy as shafl be deermed most effectual

rn nrotect and enforee 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 ‘
eha]l administer the System on behalf of the Issuer, shall exercise all the rights and powers
of the Issuer with respect 10 the System, shall proceed under the direction of the court
obtain authorization to increase Tates and charges of the System, and shall have the power {0
collect and receive all TEVENUes and apply the same in.such manner as the court may direct.

Saction 5.09. Fiscal Year; Budgel. While the Series 2001 A Bonds are”
outstanding and unpaid and to the exient not nOW probibited 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 constifute 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 Annua! Budget for the ensuing year, and no
expenditures for operation and maintenance expenses of the System 10 eXcess of the Anmual
Budget shall be made during such Fiscal Year uniess unanimously avthorized and directed
by the Govemning Body. Copies of each Annual Budget shall be delivered to the Purchaser

by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before the
1st day of any Fiscal Year, it shali adopta 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 2 Budget of Current Expenses shall not constitute
compliance with the cavenant 1o adopt an Annual Budget uniess failure 10 adopt an Annual
Budget be for a reason beyoﬁd the control of the Issuer. 'Ea_ch such Budget of Current
Expenses shall be mmailed 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 permitied by the Act. Paymeni of
any compensation 0 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 3.11. Covernant to Proceed and Complets. The Issuer hereby
covenants to proceed as promptly §§j‘~possible with the acquisition and construction of the
Project to completion thereof in accordance with the pians and specifications prepared by the
Consulting Engineer on file with the Secretary/Treasurer o0 the date of adoption hereof,

subject to permitied changes.

CH4324011.1
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Section3.12. 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 .
accousts of the Issuer, in which complete and correct entries shall be made of ali transactions
relating to the Systein, and the Purchaser shal} have the right at all reasonable tirmies 10 inspect
the System and ali records, accounts and data of the Issuer relating thereto.

The Issuer shall, at least once 2 year, cause said books, records and accounts
of the System to be propecly audited by an independent competent firm of certified public -
accountants and shalt mail a copy of such audit report to the Purchaser. The Issuer shall”
further comply with the Act with respect to such books, records and accounts.

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

outstanding.

Section3.14. 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 OT Cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,
agency or instrumentality whatsogver (o provide any of the services supplied by the System
withiz the boundaries of the Issuer or within the territory served by the Systerm.

¢cH3g401l. 1
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ARTICLE V1

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The
‘nitial schedule of rates and charges for the services and facilities of the Systern, 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, 1996, Case No. 97-0023-~
PWD-CN, which Final Order is incorporated berein by reference as a part herecf. o

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

C. Al 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 coliection 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
cervices 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 t¢ -
deposit a reasonable and equitable amouat 1o 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 regutations of the Public Service Commission of West Virginia.

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

o
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ARTICLE VII

- MISCELLANEOUS
Section 7.01. Payment of Bonds. If the Issuer shali 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 Legisiation and all covenants,
agreements and other obligations of the Issuer to the Registered Qwrer of the Series 2001 A
Bonds, shall thereuporn 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 Chairfnan, Secretary/Treasurer of

the Governing Body are hereby authorized and directed to cause the Series 2001 A Bonds,
hereby awarded to the Purchaser pursuant to prior agreement, 0 be delivered to the
Purchaser as soon as the Purchaser will accept such delivery.

Section 7.04. - Severabitity of Invalid Provisions. If any one or more of
the covenants, agreements ot provisions hereof should be heid contrary to any eXpress
provision of law or contrary to-the policy of express law, although not expressly prohibited,
or against public pnlic:y,' or shall for any reason whatsoever be held invalid, then such
covenants, agreements or. pkovisions shall be aull and void and shall be deemed severable
from the remaining covenants, agregments or provisions hereof, and shall in no way affect

the validity of all the other provisions heregof or the Series 2001 A Bonds.

Section7.05. . Conflicting Provisions Repealed. The Prior Resolutions and
all parts thereof not expressly hereby changed shall continue in full force and effect and this
Bond Lepislation 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 shal}
not be applicable to the Loan Resolution (Form FmHA 442-47).

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

CHa24Q1l.1
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shall neither control nor affect in any way the rmeaning of construction of any of the
provisions hereof.

Section 7.07. Covenant of Due Procedure, Eic. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to happen, to be performed ot
1o be taken precedent to and in the adoption of this Resolution do exist, have happened, have
peen performed and have been taken in regular and due tme, form and manner as required
py and in full compliance with the laws and Constitation of the St 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 TResolution shall take effect
immediately upon its adoption.
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Adopted this 21st day of February, 2001.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

o ﬁag.%n,@

Chzirman ¢
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* CERTIFICATION

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

2001.

Dated: February 23, 2001.

7L
, Watmy] Treasurer / '

02/06/0!
582180/93002
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bond, Series 1993 <
(United States Deparment of Agriculre)

and

Water Revenue Bond, Series 1955 ~
(United States Department of Agriculture)

and

Watsr Revenue Bond, Series _1997 A -
(United States Department of Agriculture)
and
Water Revenue Bonds, Series 1999 A S
(United States Department of Agriculture)

and

-

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

and

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

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL  RESOLUTION PROVIDING FOR
TRANSFER OF RESERVE ACCOUNTS FOR SERIES 1993
BOND, SERIES 1595 BOND, SERIES 1997 A BONDS, SERIES
1995 A BONDS, SERIES 1999 B BONDS AND SERIES 1995 C

BONDS AND AMENDMENT OF PRIOR RESOLUTIONS TO
EFFECT SUCH TRANSFER | ' :




WHEREAS, the McDowell County Public Service District (the *Issuer™) has
_ previously issued its: (1) Water Revenue Bond, Series 1993, dated June 23, 1993, issued in
the original aggregate principal amount of $818,000 (the "Series 1993 Bonds"); (il) Water
Revenue Bond, Series 1995, dated September 26, 1993, issued in the original aggregate
' principal ameunt of $300,00C {the "Series 1995 Bond"); {iii) Water Revenue Bond, Series
1997 A, dated October 15, 1997, issued in the criginal aggregate principal amount of
$350,000 (the "Series 1997 A Bond"); {i¥} Water Revenue Bonds, Series 1999 A, dated
June 21, 1999, issued in the original aggregate principal amounz 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 Revenie Bonds, Series 1899 C, dated August 11, 1999, issued in the original
aggregate principat amount of $125,000, (collectively, the "Prior Bonds"), and held by the
United States Department of Agriculrure (the "Purchaser");

WHEREAS, the Series 1993 Bond, the Series 1995 Bond, the Series 1957 A -
Bond, the Series 1999 A Bonds, the Series 1999 B Bonds and the Series 1999 C Bonds are
secured by reserve accounts pledged for the payment of principal of and interest on the Series
1993 Bond, the Series 1995 Bond, the Series 1997 A Bond, the Series 1999 A Bonds, the
Series 1999 B Bonds and the Series 1999 C Bonds (hereinafter collectively referred to as the
"Prior Bonds Reserve Accounts"), which accounts are, pursuant to the resolutions of the
Issuer adopted on June 23, 1993, September 26, 1595, October 15, 1997, June 16, 1945, and
August 11, 1999, respectively, anthorizing the Prior Bonds (the "Prior Resolutions"), held
by the Depository Bank; :

WHEREAS;"the”-Purcl‘Iasa‘r has requested that the Issuer tfansfer the monies in
the Prior Bonds Reserve Accounts from the Depository Bank to the West Virginia Municipal
Bond Commission {the "Commission"};

WHEREAS, the Prior Resoiutioﬁs each provide that they may be armended by
supplemental resofution with the prior written consent of the Purchaser and such consent fias
been received by the Issuer; and

WHERFEAS, the Goiggﬁng Body deems it essential and desirable that this
supplemental resolution (the "Suppleinental Resoiudon"} be adopted,

NOW, THEREFORE, BE [T RESOLVED BY THE GOVERNING BEODY OF

¥

MCDOWELL COUNTY PUBLIC SERVICE DISTRICT: :

PR T |



..........

Section 1. The Prior Resolutions are amended, as necessary, to reflect the
following:

A.  The Pricr Bonds Reserve Accounts are beld by the Commission.

B. The Cormmnission 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 1593 Bond Reserve Account, the Secies 1997
A Bond Reserve Account, the Series 1999 A Bonds Reserve Account, the Series 1999 B

Bonds Reserve Account and the Series 1999 C Bonds Reserve Account will be deposited

therein by the Issuer upon transfers of funds from the Revenue Fuand at the times provided
herein. If required by the Purchaser at anytime, the Issuer shall make the necessary
arrangements whereby required payments into said account shall be automatically debited
from the Revenue Fund and electronically transferred to the Commission on the dates
required hereunder. '

C.  The Issuer shall, on the first day of each month (if the ficst 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 Series 1993 Bond, the Series 1955

“Bond, the Series 1997 A Bond, the Series 1999 A Bonds, the Series 1999 B Bonds and the

Series 1999 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. Mon_eys&rlf[ the. Prior Bonds Reserve Accounts shall be invested by the
West Virginia Municipal Bond Comumission 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, shali be
returned not less than once each year, by the Comumission te the Issuer, to be deposited in the
Revenue Fund.

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

G.  All remittances made by the Issuer to the Commissicn or the Depository

_Bank shall clearty identify the fund or account into which each amount is to be deposited.

Section2.  The Prior 'Bg_r;ds; Reserve Accounts shall be transferred to the
Commission, and the aforementioned amendments relating to the Prior Bonds Reserve
Accounts shall become effective, on Febeuary 23, 2001. '

CH430537.1



Section3. This Supplemental Resolution shall be effective immediately
following adoption hereof,

Adopted this 21st day of February, 2001.

MCDOWELL COUNTY PUBLIC SERVICE
DISTRICT

@d%ﬁﬁ |

Chairman ¢




CERTIFICATION

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

2001.

Dated; February 23, 2001.
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: McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHOQRIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF McDOWELL COUNTY
PUBLIC SERVICE DISTRICT, AND THE FINANCING OF
THE COST, NOT OTHERWISE PROVIDED THEREOF,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $360,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 1999 A
(UNITED STATES DEPARTMENT OF AGRICULTURE);
DEFINING AND PRESCRIBING THE TERMS AND
PROVISIONS OF THE BONDS; PROVIDING GENERATLY
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 FUBLIC 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 15, 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 corparatign and public service district and political
subdivision of the State of West Yirginia 5 MEDowell County of said State, duly created . -
pursuant to the Act by The County-€ommission of McDowell County.

L
g

Section 1.02, th&f’n-es and Determinations. [t is hereby found,
determined and declared as follows: - .

A.  The Issuer currendy owns and operates a public watarworks system and
desires to finance znd acquire, constuct, operate acd maintain cerain additional public
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service properties consisting of additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be

owned and operated by the Issuer.

B. It is desmed 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 centain additions, imprevements 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 "Projz=ct”),
particularly described in and according to the plans and specifications prepared by the
Consuling Engineer and heretofore filed in the office of the Secretary/Treasurer of the Public
Service Board (the "Governing Body™) of the [ssuer. 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 hecein cafled 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 sach 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 aéquisition and construction of the

" Project is $1,233,000, of which $360,000 will be obtained from the proceeds of sale of the
Series 1999 A Bonds herein authorized, $340,000 will be obtained from a grant from the
Purchaser, $33,000 will be obtained from a subsequent grant from the Purchaser, and
$500,000 will be obtained from a grant from the United States Economic Development

Adrninistration.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 1999 A (United States Deparmment of Agriculture), in the aggregate principal amount
of $360,000 (the "Series 1999 A Bonds”), to finance a-portion of the cost of such acquisiton
and construction in the manner, gcrcinaﬁef"p‘f'ﬁ\"'idcd. The cost of such acquisition and
construction shall be deemed to inchude, without being limited to, the acquisition and
construction of the Project; the'cost.of all property rights, easements and franchises deemed
necessary or convenient therefor and for.the improvements and extensions thereto; interest
on the Series 1999 A Bonds prior to, during and for six rmonths 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 detanmining the feasibility
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or pratticability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing hecein 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 incurzed 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 thau 40 years.

G. There are outstanding obligations of the Issuer which will rank on a
the Series 1999 A Bonds as to liens, pledge and source of and security for
payment: () Water Revenue Bond, Series 1993, dated Tune 23, 1993, issued in the original
aggregate principal zmount of $818,000 (the "Series 1993 Bonds"); (i) Water Revenue Bond,
Series 1995, dated September 26, 1993, issued in the original aggregate principal amount cf
$500,000 (the "Series 1995 Bond"); and (iif) Water Revenue Bond, Series 1997 A, dated
October 15, 1997, issued in the original agpregate principal amount of $350,000C (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.

parity with

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
pariry bonds or has obtained a sufficient and valid consent or waiver thereof.

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

L. The Issuér has complied with all requirements of law relating to the
authorization 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
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 fiftancing and necessary user rates and charges
from the Public Service Commissiof’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. Bord Legislation Gonstitutes Contract. In consideratdon of
f the Series 1999 A Baonds by those Who shall be the Registered Owner of
olution (the "Bond Legislation”) shall be deemad to ke
een the Issuer and such Registered Owner, and the

the acceptance 0
the same from tme to time, this Res
and shall constimie a coniract betw
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-coverants 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 Resqlution and all resolutions supplemental
hereto and amendatory hereof.

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

*Bonds"” means, ccllectively, the Series 1599 A Bonds and the Prior Bonds.

"Chairman" means the Chairman of the Governing Body.

*Consulting Engineer” means Stafford Consultants, Incorporated, Princeton,
West Virginia, or any gualified 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.

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

"FDIC" means the Federal Deposit Insurance Corporation.

*Fiscal Year" means each 12-month: eriod heginning on July 1 and ending on
the succeeding June 3C. L T .

i

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

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

"Grants” means, collectively, all gramts commiced for the Projest.



' "Herein" or “herein” means in this Bond Legislation. -

vIssuer,” "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 McDaowell County, West Virginia, and includes the Governing

Body.

: "Letter of Conditions” means, éoIIective{y, the Letter of Conditions of the
Purchaser dated July 7, 1998, Amendment No. 1 to the Lenter of Conditions dated April 6,
1999, and all additional amendments thereto, if any.

»Mirimurm Reserve” means, as of any date of calculation, the maximum amoant
of principal and interest which will becomne due on the Series 1999 A Bonds in the then

current or any succeeding year.

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

*Operating Expenses” means the current eXpenses, paid or accrued, of operation
and majntenance 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

- Systern, the accumulation of appropriate reserves for charges not armually. recarrent but

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

gperating cOsts as are normz}lll‘j’! 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 payrents upon the Bonds and into all funds and
accounts have been made to the last monthly payment date prior to the date of such retention.

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

"Prior Resolutions” means, coliécrf?ﬁy,ﬂm'resolutions of the Issuer, adopted
June 23, 1993, September 26, 1995; and October 15, 1997, respectively, authorizing the
Prior Bonds. e

*Project” shall have the me.:ming stated in Section 1.02B above.
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- *Purchaser” or "Government"” means United States Department of Agriculture,
Rural Utliies Service, and any successor thereof, acting for and on behalf of the
Urited States of America.

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

(a) Government ‘Obligations-;

(6  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
coupops stripped from Government Obligations;

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

(dy -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 Nationdl Mortgage Association or issued by
any other federal agency and backed by the full faith and credic
of the United States of America;

{e) Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by 2 pledge of Govermment
Obligations, provided, that said- ovetnment Otligations pledged
either must mature as:pearly as. practicable coincident with the
maturity of said time accounts or must be replaced or-iscreased
so that the market value thereof is always at least equal to the
principal amourt of said time accounts;

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

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

- members of FDIC or with povernment bond dealers recognized
as primary dealers by the Federal Resecve Bank of New York, .
provided, that said investments securing said repurchase
agTecments either must mature as nearly as practicable coincident
with the maturity of said repurchase agreeinenis O Mmust be
replaced or increased so that the market value thereof is always
at least egual to the principal amount of said repurchase
agreements, and provided forther that the holder of such
repurchase agreement shall havea prior perfected security interest
in the collateral therefor, rmust have (or its agent roust have)
possession of such coilateral, and such collateral must be free of
all claims by third partics'; '

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

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

Corporation.

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

"Resolutions” means, collectively, ;the Prior Resclutions and the Bond

Legislation. -

e,

rRevenues” or "Gross Revenues® means al] 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 Systeny, from
the operation of the System, and 21} parts thereof, ail as calculated in accordance with sound

accounting practices,



' "Stcrc;tary!Treasurcr“ means the Secretary/Treasurer of the Governing Body.

"Saries 1999 A Bonds" means the Water Revenue Bonds, Series 1999 A (United
States Deparmment of Agriculure), authorized hereby to be issued pursuant to this Bond

Legislation. .

"System" means the complete public waterworks system of the Issuer, presently
existing in its entirefy 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 commect thereto.

Words importing singular number shall include the piural number in each case
and vice versa; wards importing persons shall include firms and corporations; and words
importing the masculine, feminine or nevter gender shall include any other gender; and any
requirement for execution ot atestation of the Bonds or any certificate or other document by
the Chairman or the Secretary/Treasurer shall mean that such Bonds, certificate or other
docurment may be exesuted or attested by an Acting Chairman or Acting Secretary/Treasurer.




ARTICLETI

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROIECT

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 spcéifications
which have been prepared by the Consuiting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 1599 A Bends hereby authorized shall ke
applied as provided in Aricle IV hereof.
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' S ARTICLE II

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bonds. Subject and pursuant to the
provisions of the Bornd Legislation, the Series 1599 A Bonds of the Issuer, to be known as
*Water Revenue Bonds, Series 1999 A (United States Departient 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 1995 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 1955 A Bonds shall bear interest from the date of
delivery, payable rmonthly at the rate of 4.5 % per annum, and shail be sold for the par value

thereof.

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

Section 3.03. Negotiability, Registration, fransfer and Exchange of
Bonds. The Series 1995 A _Bonds shall be and have ali 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 ont the Series 1999 A
Ponds, 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 1995 A Bonds for cancellation, accompanied by delivery of 2 written instrument of
- transfer, duly executed in a form acceptable to the Bond Re gistrar.

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 | amount. The Bond Registrar shall require the
payment by the new owner requesting such transfer of any tax or cther goveramental charge
required to be paid with respect to &tch transfer, but the Issuer shall pay any other expenses
incurred by the Bond Registrar with fespect to such transfer.

No registration of transfer of the Series 1965 A Bonds shall be permitted to be
made after the 15th day next preceding any installment payment dats on the Series 1592 A

Bonds,



' Section 3.04. Bond Registrar. The Issuer shali be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 1999 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonabie regulations as it may prescribe, re gister 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 1992 A Bonds as

hereinbefore provided.

The Bond Registrar shall accept the Series 159% A Bonds for registration or
transfer only if ownership thereof is to be registered in the mame of the Purchaser, an
individual (including joint ownership}, a corporation, 2 parmership or a trust, and only upon
receipt of the social security nurmber of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiarics of cach trust and the federal emnpioyer 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
fong 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,

Sectign 3.05. Execution of Bonds. The Series 1999 A Bonds shall be
executed in the name of the Issuer by the ‘Chairman and its corporate seal shall be affixed
thereto and attested by the Secretary/Treasurer. Ini case any one or more of the officers who
shall have signed or sealed the Series 1999 A Bonds shall cease to be such officer of the
Issuer before the Series 1999 A Bonds so signed and sealed have been actually sold and
delivered, such Bonds may revertheless 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 Baonds 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 hald the proper office in the
Issuer, although at the date of such Bonds such person may not have held such office or may

not haye been 50 authorized.

Section 3.06. Bonds Mutilated, Destroved, Stolen or Lost. In case the
Series 1999 A Bonds shall become mutilated '3t te 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 A Bonds so surrendered shall be
cancelad and held for the account of the Issuer. If the Series 1999 A Bonds shall have




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

Section 3.07. Bonds Secured by Pledee 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 Prier 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 Bends, and to make the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 1999 A Bonds and the Prior Bonds as the same become due, : '

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

issuznce therecf:




(FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 1599 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

5360,000

No. AR-1 Date:

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT (herein called "Borrower™) promises to pay to the order of the United States of
America (the "Government™), or its registered assigms, at its Nationa]l Finance Office,
St. Louis, Missouri 63103, or at such other place as the Government may hereafter designate
in wrting, the principal sum of THREE HUNDRED SIXTY THOQUSAND DOLLARS
($360,000), plus jnterest on the unpaid principal balance at the rate of 4.5% per antum. 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 conticuing on the corresponding day of each month for the first 24 months after the date
hereof, and $1,633, covering principal and interest, thereafter on said corresponding day af
each month, except that the final instaliment shall be paid at the end of 40 years from the date
of this Bond, In the sum of the unpaid principal and interest due on the date thereof, and
except that prepayrments may be made as provided hereinhelow. The consideration herefor
shall support any agreement modifying the foregoing schedule of paymenits. -

If the total amount of the oan 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 tg the effecevedate of the payment and then to principal,

Prepas ments of scheduled installments, or any portion thereof, may be mads
at any time at the option of Borrt'iw"é:_..,.Rcfunds and extra payments, as defined in the
regulations of the Government according ta the source of furnds 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 instailmeats as scheduled herein.
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. If the Government at any-time assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments to the Government as collection agent for

the holder.

While this Bond is held by an insured lender, prep’ayﬁlents 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 efective date of every payment made by Borrower, except payments retained and
remnirted by the Government on an annual installment due date basis, shail 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 remitied 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 mierest 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 o7 expended by the Government for the collection hereof
or to preserve or protect any security herefor, or otherwise pnder 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
-Goverment without demand. Borrower agrees to use the loan evidenced hereby solely for

purposes acthorized by the Government,

Borrower hcr_éljy 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 ratés and terms in or near its community for loans for similar
purpeses and periods of time. . -

This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of additions, extensions and improvements t0 the waterworks system {the "System") of the
Borrower, is payable solely from the revenués 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 amy manoer constitute an indebtedness
of the Borrower within the meaning of any cotmstTiitional or statutory provision or limitation.

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




denornination or denominations, for the like principal armount, will be issued to the transferee -
in exchange herefor. ‘

This Bond, under the provisions of the Act, is and has all the qualides and
incidents of a pegotiable 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 undeér 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 Resoluticn of the Borrower duly
adopted June 16, 1999, authorizing issuance of this Bond (the "Resclution”). :

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 Joans 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
shalt be subject to the present regulations of the Government and to its future regulations not

‘nconsistent with the express provisions hereef.

THIS BOND I_S_"ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCEOF AND SECURITY FOR PAYMENT, WITH THE BORROWER’S (1} WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; AND
3y 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 Cheirman and its corporate seal to be
hereunto affixed or imprinted hereon and attested by its Secretary/Treasurer, all as of the date

hereinabove writiel

McDOWELL CQUNTY PUBLIC SERVICE DISTRICT

[CORPORATE SEAL]
Chairman, Public Service Board
HC 31 Box 4367
Welich, West Virginia 2480!
ATTEST:

Secretary/Treasurer, Public Service Board
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ASSIGNMENT

FOR VALUE RECEIVED the nndersigned selis, '»as's'ign.s, and transfers unto

the within Bond and does hereby irrevocably copstitute and appeint
, Attorney 1o transfer the said Bond on the bocks kept

for registration of the withia 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. Establishment of Funds and Accounts with Depository
Bark. 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, separaie and
apart from all other funds or accounts of the Depository Bank and from each other:

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

(2) . Serles 1993, 1995 and 1597 A Bonds Reserve Fund (established by the
Prior Resolutions as the "Reserve Fund," and continued hereby);

(3)  DepreciationReserve (established by the Prior Resolutions and continued
hereby};

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

 Section 4.02. " Bond Proceeds; Project Construction Agcount. The
proceeds of the sale of the-Series 1399 A Bonds shali be deposited upon receipt by the Issuer
in the Project Construction Account. The moneys in the Project Construction Account in
excess of the afmoui insured by FDIC shall be secured at all times by the Depository Bank -
by securities or in 2 imanner lawful for the securing of depasits of State and murnicipal 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 docurnentation
approved by the Purchaser. DU

.o w ' .

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

monthly payment.
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. . Pending application as provided in this Section 4.02, ﬁloney and funds in the
Praject 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 Projccthﬁé besn completed and all
costs thereaf have been paid or provision for such payment has been made, any balance
remaining in the Project Construction Account shatl be disposed of in accordance with the

regulations of the Purchaser.

Sectien 4.03. Covenants of the Issuer as to Svstem Revenues and Funds.
So long as any of the Series 1999 A Bonds shall be outstanding and unpaid, or umtl 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 1995 A Bonds remaining unpaid, together with interest accrued and to acerue thereon,

the Issuer further covenans with the Holders of the Series 1999 A Bonds as follows:

A. REVENUE FUND. The entire Gross Revemues
derived from the operation of the System, and all parts therecf,
and all Tap Fees received, shall be depusited as collected by the
Issuer in the Revenue Fund. The Revenue Fund shalf constinte
a trust furd for the purpeses provided in the Resolutions and shall
be kept separate and distinct from all other funds of the Issuer and
the Depositary Bank and used only for the purposes and in the
manner providfad—‘i.n the Resolutions.

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

(1)  TheIssuer shall first, each month, pay
from the Revenue Fund the Operating Expenses of
the Systen. '

(2)  The Issuer shall next, each mouth, on
or before the due date=8f~payment of each -
installment on, the Prior Bonds and the
Series 1999 A Bonds, transfer from the Revenue
Fund and remit to the-National Finance Office, the
amounts required to pay the interest on the Prior
Bonds and the Series 1993 A Bords and to amortize
the principal of the Prior Bonds and the
Series 1999 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 1999 A Bonds shall be made onan equal pro
rata basis jn accordance with the respective
aggregate principal amounts thereof outstanding and
on a parity with each cther. ‘

(3) The Issuer shall next, on the first day
of each month, transfer from the Revenue Fund and
remit to the Depository Bank (i) for deposit into the
Series 1993, 1995 and 1997 A Bonds Reserve
Account, the amount required Dby the Prior
Resclutions; and (ii) for deposit  into the
Series 1999 A Bonds Reserve Account, 0.4157% aof
the Minimum Reserve, until the amount in the
Series 1999 A Bonds Reserve Account equals the
Minimum Reserve. Moneys in the Series 1999 A
Bonds Reserve Account shali be used solely to make
up any deficiency for monthly payments of the
principal of and interest on the Series 1999 A Bonds
{0 the National Finance Office as the sarne shall
become due or for prepayment of installments on
the Series 1999 A Bonds, or for mandatory
prepayment of 'the  Series 1999 A Bonds as
hereinafter provided, and for no other purpose;
provided, however, that when the Minlmum
Reservi 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;afd (i) 0.4167% of the
Minimum Reserve, until the amcunt in the
Series 1999 A:Bonds Reserye Account equals the
Minimum Reserve,-and thereafter, 0.8334% of the
Minimum Reserve, so long as the Series 1999 A
Bonds are outstanding; provided; however, that in
the event Revenues are insufficient to fund the
Series 1999 A Bonds Reserve Account in



accordance with Section 4.03B(3)(if) above, or 2
withdrawal of funds from the Series 1995 A Bords
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 replemishment of
the Series 1999 A Bonds Reserve Account unti}
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 Intereston
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 1599 A
Bonds Reserve Account any Sum Or SUmS
transtexred thersfrom, all on a pro ratd basis.
Thereafter, and provided that payments aTe current
and in accordance with the foregoing provisions,
moneys in the Depreciation Reserve may be
‘withdrawn by the Issuer and used for replacements,
repairs, improvements or extensions to the System.

- tS) After ali the foregoing ﬁrovisions for
use of moneys in the Revenue Fund have been fully
= * complied with, moneys remaining therein and not
permitied to be retained therein, if any ("Surplus
Revenues"), may be used to prepay instailments of

the Bonds, pro rata, or for amy lawful purpose.

Whenever the money in the Reserve Fund shall be
sufficient to prepay the Series 1999 A Bonds int full, it shall be the
mandatory doty of the Issuer,ggzﬁ;h:g o the contrary herein
norwithstanding, to prepay the Series 1999 A Bondsat the earliest
pracrical date and iﬁ-‘{-accprdance 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
raquired for the Reserve Fund and the Depreciation Reserve will



be depasited therein by the Issuer upon transfers of funds from
the Revenue Fund at the times provided hereln, together with
written advice stating the amount remitted for deposit into each

such fund. -

The Reveme Fund, the Reserve Fund and the Depreciation
Reserve shall constitute trust funds and shall be used only for the
purposes and in the order provided herein, and until 5o used, the
Purchaser shall have a lien thereon for further securing payment
of the Series 1999 A Bonds and the interest thereor.

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
wransfers in addition to those which would otherwise be required
to be made on the subsequent payment dates.

Principal, interest or reseIve 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
sccordance with the respective principal amounts then
Outstanding.

Subject to the Prior Resolutions, the Depository Bank, at
the direction Qf-"ihe 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 practicatle, in Qualified Investments having maturities
consonant with the required use thereof. Investments in any fund
or account under this Bond Legisiation shall, unless otherwise .
* provided herein or required by law; be valued at the lower of cost
or the then current market value, or at the redemption price
thereof if then redeemable at the option of the holder, including
value of accrued interest and giving effect to the amortization of
discount, or at par if such investment is held by the rconsolidated
fund” managed by .the West“¥irginia Board of Investnent
Management. Any invesunent shall be held in and at all times
deeméy a part of the fu;xg‘lpr’ac::ount in which such moneys were
originally held, and iriterest accruing thereon and any profit or
. loss realized from such investment shall be credited or charged to
the appropriate fund or account. Earmings 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. CHANGEOF DEPOSITORY BANK. . The Issuer
may designate another bank or trust company insured by FDIC as
Depository Barnk if the Depository Bank should cease for any
reason fo serve or if the Goveming Body determines by resolution
that the Depository Bank or its successor should no longer serve
as Depository Bank. Upon any such change, the Governing Body
will cause notice of the change to be sent by registered or
certified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior to
delivery of the Series 1999 A Bonds, provide evidence that there
will be at least 157 bona fide users upon the Project on

completion, in full compliance with the requiremenis 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 pecessary to pay the charges and fees of the
Depository Bank then due.

F. INVESTMENT OF EXCESS BALANCES. The
moneys in excess of the sum insured by FDIC in any of such
funds or accounis shall at all times be secured, to the full extent
chereof in excess of such insared sum, by Qualified Investmenis
a5 shall be eligible as security'for deposits of state and municipal
funds under the laws of the State of West Virginia.

G. REMITTANCES. All remitances 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 beused for pdfposes of the Systerm.

Section 4.04. Interim Cons;uction Financing. In order to pay certain
costs of the Project pending receipt'of‘prdceeds of the Grants and advances of principal of
the Series 1999 A Bonds, the Issuer may issue and sell its interim construction notes-in an
aggregate principal amount not to exczed $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 ima the credit agreement with such cornmercial 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 bz 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 praceeds of the Series 1999 A Bonds or the Grants. The Notes do not
and shall not constitute an indehtedness of the Issuer within the meaning of any constitutional
or statutory provisioss. The general funds of the Issuer are not liable, and peither 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 forfeimre of any
property of the Issuer. The Notes shall not be 2 debt of the Issuer, nor a legal or equitable
pledge, charge, Yien or encumbrance upon any Property of the Issuer or upon any of its
income, receipts of reVenues except as set forth herein.
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v  ARTICLEN

GENERAL COVENANTS, ETC.

5

Section 5.01. Genera! 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 suim sufficient to prepay the entire principal of the Series 1995 A
Bonds remaining unpaid, together with interest accrued and to accrue thereon to the date of
prepayment, the covenants and agresments contained herein shall be and constitute valid and
Jegally binding coveaants berween the Issuer and the Holder of the Series 1599 A Bonds.

‘ Section 5.0%Z. Rates, The Issuer will, in the manmer provided in the Act,
fix and collect such rates, fees or other charges for the services and facilities of the Systern,
and revise the same from tirne 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 A Bonds and the Prior Bonds and sufficient to make
the payments required herein into ail 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 5o 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 gf';l-me-Pi.li"chascr so long as the Series 1999 A Bends are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

Section 5040 " Issuance of Additional Paricy 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
agrees that it will, as an ¢xpense of construction, operation and maintenance of the System,
procure, carry and maintain, so long as the Series 1999 A Bonds remain outstanding,

.

insurance with a reputable insurance Carnes or carriers covering the following risks and in

the following amounts: ”‘
o e -

() Fire, Li'ghtning,Vandalism,Malicious Mischief and
Extended Coverage Insurance, tobe procured Upon «CCEpLAnCce of
any part of the Project from the contractor, and immediately upon
any portion of the System now in use, on all above-ground
strucrures of the System and imechanical 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 Of



destruction of any portion of the Syster, the Issuer will promptly
arrange for the application of the insurance proceeds for the
repair or reconstruction of such damaged or destroyed portion.
The Issuer will itself, or will require each contractor and
<ubcontractor 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
thar $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 Jssuer from
claims for damage to propercy of others which may arise from the
pperation of the System, such insurance to be procured not later
thar the date of delivery of the Series 1999 A Bonds.

()  Yehicular Public Liability [nsurance, in the event the
Issuer OWns or operates amy yehicle in the operation of the
System, or in the event that any vehicle not owned by the Issuer
is operared at any time OT times for the benefit of the Issuer, with
limics 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 jess 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 1o acquisition or commencement of operation of
any such vehicle for the Issuer.

@ Workers' Compensation Coverage for All

Employees of the D istrict Eligible Therefor and Performance and

Payment Bonds, such bonds to be in the amounts of 100% of the

construction contract, will be required of each prime contractor, -

and such payment bonds have been or will be filed with the Clerk
of the County Commission of said County prior to
commencement of construction of the Project in compliance with
West Virginia Code;Section 1g73739. Workers' compensation
coverage shall be maititained as required by the laws of the State
of West Virginmia. 7. '

(e) Flood Insurance to be procured, to the extent
available at reasonable cost to the [ssuer; however, if the System
is locared in a commmunicy which has been notified as having




' special flood or mudslide prone areas, flood insurance must be
obtaized.

()  Fidelity Bonds will be provided as to every mermber
of the Governing Body and as to every officer and employee
thersof having custody of the Revenue Fund or of any revenues
or other funds of the Issuer in an amount at {east equal to the total
funds in the custody of any such person at any one time, and
initiatly in the amount of $50,000 upon the treasurer, provided,
however, that no bond shali be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signatre of a representative of the Purchaser.

(g) Provided, however, and in Yeu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 1999 A
Bonds are cutstanding, 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 ta 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 3.06. - Statutory Mortgage Lien. For the further protection of the
Holder of the Series 1999 A Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, on a parity with the Prior Bonds, which statutory mortgage lien is hereby
recognized and declared t6be valid and binding and shall take effect immediately upon the

delivery of the Series 1999 A Bonds.

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

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

specified for payment thereof: and
© e

(v}  Failure tovduly and punctually observe or perform
any of the covenants, cofiditions and agreements an the part of the
Issuer comtained in the Series 1999 A Bonds or herein, or
vialation of or failure to observe any provision of any pertinent

law.




. Sectien 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 cempetent jurisdiction, either for
the specific performance of amy covenant Or agreement, Of execution of any power, or for
the enforcement of any proper jegal ot equitable remedy as shall be deermed 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 o0 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
obtain authorization to increase rates and charges of the System, and shall have the power 0
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 A Bonds are
outstanding and unpaid and to fhe extent not now prohibited by law, the System shall be
operated and maintained on a Fiscal Year basis cormmencing 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 o 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 urless wnanimously authorized and directed
by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser

by the beginming of each Fiscal Year. -

If for any reason the Issuet 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 1o month
unti} 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 2 Budget of Current Expenses shall not constitute

ance with the covenant to adopt an Annual Budger unless failure to adopt an Arnnual

~ compli
Each such Budget of Current

Budget be for a reason beyond the control of the Issuer.
Expenses shall be mailed immediately to the Purchaser.

Section 5.10. Compensation of M embers of Governing Body. The Issuer
hereby covenants and agrees that no compéﬁ'ﬁﬁ for policy direction shall be paid to the
members of the Governing Body { Yexcess of the amount permitted by the Act. Fayment 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 perforrmance of or compliance with any

covenant or provision hereof.



) Section 5.11. Covenant to Proceed znd Complete. The Issuer hereby
covenants to proceed as prompily as possible with the acquisition ard 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 permifted 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 ali other books, records and
accounts of the Issuer, in which complete and correct eneries shall be made of all transactions
relating to the System, and the Purchaser shall have the right at all reasonable times to inspect
the Systern and ail 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 Systemn 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,

Sectign 5.13- Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long 25 the Series 1959 A Bonds are

ourstanding.

Section 5.14. No Competition. To the extent legally allowable, the Issuer
will not permit competition with the System within its boundaries or within the territory °
served by it and will not grant or cause, consent to or allow the grantng of any franchise,
permit or other authorization for any persorn, 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.




! " ARTICLE VI

RATES, ETC.

Section 6.01. Tnitial Schedule of Rates and Charges; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on June 1, 1999, Case
No. 98-1044-PWD-CN, which Final Order is incorporated herein by reference as a parn

hereof.

B.  There shall net be any discrimination or differential in rates between

customers in stmilar circumstances.

C.  All delinguent 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 powets provided under the Act and other applicable
provisions of law with regard to the collection and enforcement of such fzes, rates and

charges.

D. The Issuer will not render or cause ta 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 employes 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 circurnstances 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 reguladions of the Public Service Commission of West Virginia.

F.  The Issuer, to the extent permitted by law; will ot accept payment of any
water bill from a customer served ‘With water and sewer services by the Isseer without
payment at the same time of a sewér bill owed by such customer for the same premises.



' A " ARTICLE VH

MISCELLANEOUS

1

Section 7.01. Pavment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, ta the Holder of the Series 1599 A Bonds, the principal of and interest due
or to become due thereon, at the times and i the manner stipulated therein and in this Bond
Legisiation, then with respect to the Series 1599 A Bonds, the pledge of Net Revenues and
other moneys and securities pledged under this Bond Legisiation and ail covenants,
agreements and other obligations of the Issuer to the Registered Owner of the Series 1999 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

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

Purchaser.

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

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements .ot provisions hereof should be held contrary to any express
provision of law or contrary tg the policy of express law, although not expressty 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 severabie
from the remaining covenants, agréements or 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 Provisions Repealed. The Prior Resclutions and
all parts thereof not expressly bereby changed shall continue in full force and effect and this
Bond Legislation shall be supplemental to the Prior Resciutions.

All resclutions and orders, or pam?_mercqf, in conflict with the provisions
hereof are, to the extent of such conflicts, héTeby repealed; provided that this Section shall
not be applicable to the Loan Resclition (Form FmHA 442-47).

Section 7.06. Tabie f Contents and Headings. The Table of Contents
and headings of the articles, sections and subsections hereof are for convenience only and
shall neither control nor affect in any way the meaning or co
provisions hereof. T

nstruction of any of the



' Section7.07. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditons, things and procedures required to exist, to happen, to be performed or
to he taken precedent to and in the adoption of this Resolution do exist, have happened, have
been performed and have been taken in reguiar and due time, qum 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 memters of the
Governing Body were at all times when any actions in connection with this Resolution
rred and are duly in office and duly qualified for such office.

occu

Section 7.08. Effective Time. This Resolution shall take effect

immediately upon its adoption.

Adgpted this 16th day of June, 1559,

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

| h% I TY)
Chau@h i/

o / | -
T e

Member

Member -
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K CERTIFICATION

Certified a true copy of 2 Resolution duly adepted by, the Public Service Board
of McDOWELL COUNTY PUBLIC SERYICE DISTRICT on' the 16th day of June, 1959.

Dated: June 21, 1999. .

e D Sy

ecretary/Treasurer

037237199 . -
582130/93001
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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 1999 B
(UNITED STATES DEPARTMENT OF AGRICULTURE)
AND NOT MORE THAN §i25,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 1999 C (UNITED STATES DEPARTMENT OF
AGRICULTURE); DEFINING AND PRESCRIBING THE
TERMS AND PROVISIONS OF THE BONDS; PROVIDING
GENERALLY FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE HOLDER OF THE BONDS; AND
PROVIDING WHEN THIS RESOLUTION SHALL TAKE
EFFECT (

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

ARTICLE

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1,01. Authority ferFhis Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Artcle 13A of the West Virginia Code of 1531,
as ammended (the "Act™), and other applicable provisions of law. McDowell County Public
Service District (the "Issuer”) is a public corporation and public service district and political
subdivision of the State of West Virginia in McDowell County of said State, duly created
pursuant to the Act by The County Commission of McDowell County.
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: Section 1.02. Findings and Determinations. It is hereby found,
determined and declared as follows:

A.  The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, conswuct, operate and maintain cerrain additional public
service propertes 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. I:is deemned essentizl, convenient and desirable for the health, welfare,
safery, 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, consistng of a water
distribution system to serve the areas of Berwind, Cucumnber, Valls Creek, Squire and
Newhall, two water storage tanks and = 300 gpm water treatmert 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 waterwarls 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 crdered for the

purpose of meeting and serving public convenience and necessity.

C. The estimated revenues to be derived in each year from the operatioa 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 $6,135,000 of which $995,000 will be obtained from the proceeds of sale of the
Series 1999 B and the Series 1999 € Bonds herein authorized, $1,397,600 will be obtained
from grants from the Purchaser, and $3,742,400 will be obtained from funding from the
West Virginia Department of Enviroomental Protection, Abandon Mine Land and
Reclamation.

E. It is necessary for the Issuer to issue its Water Revenue Bonds,
Series 1999 B (United States Department of Agriculture), in the aggregate principal amount
of $870,000 (the "Series 155% B"‘Bépd.'_s"), 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
hersinafter provided, The cost of such acquisition and construction shall be dzemed to
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include, without being limited to, the acquisition and construction of the Project; the cost of
ail property rights, easernents and franchises deemed necessary or convenijent therefor and
for the improvements and extensions thereto; interest on the Series 1999 B Bonds ard Series
1999 C Bends 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 pians, specifications 2nd
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 of
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.

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

G. There are outstanding obligations of the Issuer which will rank on a
parity with the Series 1999 B Bonds and Series 1995 C Bonds as to liens, pledge and source
of and security for payment being: () Water Revenue Bond, Serizss 1953, dated June 23,
1993, issued in the original aggregate principal amount of $318,000 (the "Series 1993
Bonds™); (ii) Water Revenue Bond, Series 1995, dated September 26, 1995, issued in the

. original aggregate principal amount of $500,000 (the “Series 1995 Bond"); (iii) Water
Revenue Bond, Series 1997 A, dated October 15, 1997, issued in the original aggregate
principal amount of $350,000 (the "Series 1997 A Bond"): and (iv) Water Revenue Bonds, .
Series 1999 A, dated June 21, 1999, issued in the original aggregate principal amount of
$360,000 {the "Series 1999 A Bonds"), all held by the Purchaser (collectively, the "Prior
Bonds™).. Other than the Prior Bonds, there are no other outstanding bonds or obligations
of the Isster which rank prior to or on a parity with the Series 1999 B Bonds and
Series 1999 C Bonds as to liens, pledge and/ar 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 2 sufficient and valid consent or waiver thereof.

H. It is in the best interest»of the Issuer that the Series 1999 B and
Series 1599 C Bonds be sold to the Purchaser, pursuant to the terms and provisions of the
Leter of Conditions, dated April 4,1996, Amendment No. 1 1o Letter of Conditions, dated
'December 17, 1997, Amendment No. 2 to Letrer of Conditions, dated May 12, 1959, and
all additional amendments thereto, if any (collectively, the "Letter of Conditions"}..

I The Issuer has complied with all requirements of faw relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
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including, without limitation, the imposition of rates and charges, and the issuance of the
Series 1999 B Bonds and Series 1999 C Bonds, or will have so complied prior to issuance
of the Series 1999 B Bonds and Series 1999 C Bonds, including, among other things and
without limiation, obtaining a certificate of public convenience and necessity and approval
of the financing and necessary user rates and charges from theé Public Service Commission
of West Virginia by final order, the time for rehearing and appeal of which have expired ot
shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. Inconsideration of
the acceptance of the Series 1999 B Bonds and Series 1999 C Bonds by those who shall be
the Registered Owner of the same from time to time, this Resolution (the "Bond Legislation")

‘shall be deemed to be and shall constitute a contract between the Issuer and such Registered
Owner, and the covenanis 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 Secies 1999 C Bonds,

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

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

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

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

"Bonds" means, collectively, the Series 1995 B Bonds, the Series 1999 C Bonds
and the Prior Bonds.

*Chairman” means the Chairman of the Governing Body.

»Consulting Engineer” means Michael Baker, Jr., Inc., Beaver, Pennsylvania,
or any qualified engineer or firm of enginesssavhich shall at any time hereafter be retained
by the Issuer as Consulting Engi—q?er for the System.

*Depository Bank"'-'fri’égné Ameribank, War, West Virginia, a bank or trust
company which is 2 member of FDIC (herzin defined), and its successors and assigns.

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

"FDIC" means the Federal Deposit Insurance Corporation.

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

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

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

"Grants” means, collectively, ail grants committed for the Project.
"Herein” or "herein" means in this Bond Legislation.

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

Letter of Conditions” means, collectively, the Letter of Conditions of the
Purchaser dated April 4, 1996, Amendment No. 1 to the Letter of Conditions, dated
December 17, 1997, Amendment No. 2 to the Letter of Conditions dated May 12, 1999, and

all additional amendments thereto, if any. . : ‘

" Minimurm 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
Serjes 1999 C Bonds in the then current or any succeeding year.

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

"Operating Expenses” means the current eXpenses, paid or accrued, of operation
and maintenance of the Project and the Systent and its facilities, and includes, withow
limiting the generality of the: f‘oregoing, insurance premiums, salaries, wages and
administrative expenses of the Issuer relating and chargeable soiely to the Project and the
System, the accurulation 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 dnd regularly included under recognized ACCOUNULg
principles and retention of a surm not o exceed one-sixth of the budgsted Operating Expenses
stazed above for the current yzar as warking capital, and language herein requiring payment
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- ‘ -
of Operating Expenses means also retention of niot to exceed such sum as working capital;
provided that, ali monthly amortization payments upon the Bonds and into all funds and
accounts have been made to the last monthly payment date prior to the date of such retention.

*Prior Bonds” means, collectively, the Water Revenue Bond, Series 1993, the
Water Revenue Bond, Series 1993, the Water Revenue Bond, Series 1997 A and the Water
Revenue Bonds, Series 1999 A, of the Issuer described in Section 1.02G hereof,

" . *Prior Resolutions" means, collectively, the resolutions of the Issuer, adopred
Jume 23, 1993, September 26, 1993, October 13, 1597 and June 21, 1599, respectively,
authorizing the Prior Bonds.

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

- "Purchager” or” Government™ means United States Deparument of Agriculture,
Rural Utilities Service, and any successor therect, acting for and on behalf of the
United States of America, ' : ‘

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

(a} Government Obligations;

(b) . Government Obligations which have been stripped
of their umnaﬂ-}i':d interest coupons, interest coupons stripped
from Government Obligations, and receipts or certificates’
evidencing ;paymem's 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
Yoan Bank System; Export-Import Bank of the United States; .
Federal Land Banks; Government National Mortgage
Association; Tennessee Valley Authority; or Washingron
Metropolitan Area Transit Authority; .

(dy Any b.é;;'iﬂ, debenture, note, participation certificate
or other similar obligatios issusd by the Federal Nationa}
Morgage Association to the extent such obligation is guaranteed
by the Government National Mortgage Association or issued by
any other federal agency and backed by tha full faith and craedic
of the United States of America;
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()  Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking

* arrangements) which, to the extent not insured by the FDIC

(hereinbefore defined) or Federal Savings and Laoan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Govermument Obligations piedged
either rmust mature as nearly as practicable coincident with the
maturiry of said time accounts or must be replaced or increased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;

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

(g)  Repurchase agreements, fully secured by
investments of the types described in paragraphs (a) through (e)
above, with banks or nationa! barking associations 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
agreemenis either must mature as nearly as practicable coincident
with the maturity of said repurchase agreements or rmust be
replaced or, increased so that the market value thereof is always
at least cqual to the prmc;pal amount of said repurchase
agreements, and provided further that the holder of such
repurchasé agreement shall have a prior perfected security nterest
in the collateral therefor, must have (or its agent must have}
possession of such collateral, and such collateral must be free of
all claims by third parties;

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

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




: "Registered Owner,” "Bondholder,” "Holder of the Bonds™ 6r any similar term
means any person who shall e 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 calcuiated in accordance with sound
accounting practices, :

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

*Saries 1999 B Bonds® means the Water Revenue Bonds, Series 1955 B (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation. '

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

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

. "Tap Fees" means the fees, if 2ny, péid 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 rmasculine, fermninine or neuter gender shall inciude any other gender; and any-
requirement for execution or attestation of the Bonds or any certificate or other docurment by
the Chairman or the Secretary/Treasurer shall mean that such Bonds, certificate or other
document may be executed or attested by an Aeting Chairman or Acting Secretary/Treasurer.

CL5235362.1



; , ARTICLEII

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT,

Section 2.01. Authorization of Acqguisition and Construction of the
Project. There is hereby authorized and ordersd 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, heretafore filed in the office of the
Governing Body. The proceeds of the Series 1999 B Bonds and Series 1999 C Bonds hereby
authorized shall be applied as provided in Article IV hereof.
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. ' ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

-Section 3.01. Authorization of Bonds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 1999 B Bonds and the Series 1999 C Bonds
of the Issuer, to be knmown as "Water Revenue Bonds, Series 1999 B (United States
Department of Agriculture)” and "Water Revenue Bonds, Series 1999 C (United States
Departmem: of Agriculture)”, are hereby authorized to be issued in the respective principal

. arpounts of $870,000 and $125,000, for a total ageregate 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 shalt
be issued in single form, numbered BR-1, only as a fully registered Bond, and shall be dated
the date of delivery thereof. The Series 1999 B Bonds shall bear interest from the date of
delivery, payabie monthly at the rate of 4.5 % per annum, and shall be sold for the par value
thereof.

. B. The Series 1999 C Bonds shall be issued in single form, numbered CR-1,
only as a fully registered Bond, and shall be dated the date of delivery thereof. The
Series 1999 C Bonds shall bear interest from the date of delivery, payable monthly at the rate

of 4.5% per annum, and shall be sold for the par value thereof.

The Serics:_r‘1.999 B Bonds and the Series 1999 C Bonds shall be subject to
prepayment of scheduled monthiy installments, or any portion thereaf, 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 1959 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 intecest on the Series 1999 B Bonds and the Series 1999 C
Bonds, may only be transferred by transfex-of - the registration thereof upon the books
required 1o be kept pursuant mmSection 3.04 hereof, by the party in whose name it is
registered, in person or by attoi-‘:jl‘cy duly authorized in writing, upon surrender of the
Series 1999 B Bonds and the Serié§ 1999 € Bonds for cancellation, accompanied by delivery
of a written instrurment of transfer, duly executed in a form acceptable to the Bond Registrar.

 Whenever the Series 1999 B Bonds and the Series 1999 C Bonds shall be
surrendered for registration of transfer, the Issuer shall execute and deliver a new Bond ar
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Bonds in authorized demominations, for a like aggregate principal amount. The Bond
Registrar shall require the payment by the new cwner requesting such transfer of any tax or
other governmental charge required to be paid with respect w such transfer, but the Issuer,
shall pay any other expenses incurred by the Bond Registrar with respect.to such transfer.

No registration of transfzr of the Series 1999 B Bonds and Series 1999 C Bonds
shall be permitied to be made afier 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 stuch reasonable regufations as it may
prescribe, register the Series 1999 B Bonds and Series 1999 C Bonds initally issued pursuant
hereto and register the transfer, or cause to be registered by its agent, on such books, the
eransfer 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 therzof is 10 be registered in the name
of the Purchaser, an individual (including joint ownership), a corporation, a parinership 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 setelor 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
" Seres 1999 C Bonds shall be registered in the name of the United States of America, the
address of the Urited 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 shail be executed in the narme 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 havesigned or sealed the Series 199% B Bonds and
‘Series 1999 C Bonds shall cease o be such officer of the Issuer before the Series 1599 B
Bonds and Series 1999 C Bonds sa'signed and sealed have been actually sold and delivered,
such Bonds may nevertheless be 0id-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 Mutilated, 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 substiation for such
mutilazed 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 1959 B Bonds and Series 1995 C Bonds so surrendered shall be canceled and held for
the account of the Issuer. If the Series 1599 B Bonds and Series 1999 C Bonds shall bave
matured or be about to mature, instead of issuing a substinue Bond the Issuer may pay the
same, and, if such Bond be destroyed, stoien or lost, without surrender thereof.

Secrien 3.07. Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 1999 B Bonds and Series 1995 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 1959 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
Bornds and the Prior Bonds as the same become due. .

Section 3.08:" Form of Bond. Subject to the provisions hereof, the fext
of the Series 1959 B Bonds and Series 1999 C Bonds and the other details thereof shall be
of substantially the following tenor, with such omissicns, 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:



. ' (FORM OF BOND)

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

$370,000
No. BR-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
Armerica (the "Government"), or its registered assigns, at its National Finance Office,
St. Louis, Missourt 63103, or at such other place as the Government may hereafter designate
in wriring, the principal sum of EIGHT HUNDRED SEVENTY THOUSAND DOLLARS
($870,000), plus interest on the unpaid principal balance at the tate of 4.5 % per anmum. The
said principal and interest shall be paid in the following instaliments on the following dates:
-Monthly instaliments of interest only, commencing 30 days following delivery of the Bond
and continuing on the corresponding day of each month for the first 24 months after the date
hereof, and $3,594, covering principal and interest, thereafter on said corresponding day of .
each month, except that the-final instaliment -shall be paid at the end of 40 years from the
date of this Bond, in the sum of the unpaid principal and interest due on the date thereof, and
except that prepayments may be made as provided hereinbelow. The consideration herefor
shall support any agreement modifying the foregoing schedule of payments. -

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

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

Prepayments of sché'ki‘_‘ﬁled installments, or any portion thereof, may be made
at any time at the option of Bortower, Refunds and extra paymerts, 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
shail ot affect the obligation of Borrower to pay the remaining installments as scheduled
herein.
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. If the Government at any time assigns this Bond and iosures 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, prefpay'mants 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 Governiment and
remitted to the holder on either 2 calendar quarter basis or an annual installment due daze
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 Govermunent remits the payment to the holder.
The effective date of any prepayment retained and remitied 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 exscuted in connection with fhe 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 he;ep'y cettifies that it is unable to obtain sufficient credit elsewhere .
to finance its zctual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or mear its community for loans for similar
purposes and periods of tirme.

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

Registration of thié_-‘fﬁ.qrvlc_l-‘ is ansferable by the registered owner hereof in
person or by his, her or its atiorney 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 m the herein defined Resolution and upon surrender and
cancellation of this Bond, Upon such transfer a new Bond or Bonds, of authorized
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" denomination or denominations, for the like principal amount, will be issued to the transferes

in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotizble instrument under the Uniform Comimercial Code of the State of
West Virginia, but may only be transferred by rransfer 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 tirne it shall appear to the Governement 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 Consclidated 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, WITHTRE BORROWER'S (1) WATER
REVENUE BOND, SERIES 1993; (2) WATER REVENUE BOND, SERIES 1995; ()
W ATER 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 WHEREQF, 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 artested by irs Secretary/Treasurer, all as-of the
date hereinabove wrirten.

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

CL523362.1
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. RECORD QOF ADVANCES
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\ ASSIGNMENT

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

e  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
prermises. '

Dated:

. In the presence of:

CL525562.1

J4
35




. (FORM OF BOND)

McDOWELL COUNTY. PUBLIC SERVICE DISTRICT

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

£125,000
No. CR-1 Date: August 11, 1599

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE .
DISTRICT (herein called “Borrower") promises to pay o the order of the United States of
America (the "Government"), or its registered assigns, at its National Finance Oifice,
St. Louis, Missouri 63103, ot at such other place as the Government may hereafter designate
in writing, the principal sum of ONE HUNDRED TWENTY-FIVE THOUSAND
DOLLARS ($125,000), plus interest on the unpaid principal balance at the rate of 45%
per annom. 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 $374, covering principal and interest, thereafter on said-
corresponding day of each ‘month, except that the final instaliment shall be paid at the end
of 40 years from the date of this Bond, in the sum of the unpaid prircipal and interest due
on the date thereof, and exeept that prepayrments 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 Joan is not advanced at the time of Joan closing, the
loan shall be advanced to Bortower as requested by Borrower and approved by the -
Government and interest shall acerue on the amount of each advance from its actual date as
shown on the Record of Advances attached hereto as a part hereaf.

Every payment made on any;ind'ebteciness evidenced by this Bond shall be
applied first to interest camputed:to the effective date of the payment and then to principal.

Prepayments of schedu!ed installments, or any portion thereof, may be made
at any time at the option of Borrower. Refunds and extra payments, 25 defined in the

regulations of the Government acc rding to the source of funds involved, shall, after
payment of interest, be applied to the installments last 1o becorne due under this Bond and
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shall.not affect the obligation of Barrower 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 agemt
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 remnitted by the Government
to the holder promptly or, except for final payment, be retained by the Government and
remited to the holder on either a calendar quarter basis or an annuel installment due date
basis. The effective date of every payment made by Borrower, except payments retained and
remitred by the Government on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Government rernits the payment {o 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 Governmert will pay the intecest 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 instrumeni 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 principai of
the debt evidenced hereby and be immediately due and payabie by Borrower to the.
Government without dt:mar;d‘.' Borrower agrees to use the loan evidenced hereby solely for
purposes authorized by the Governmnent.

Borrower hereby certifies that it is unable 10 obiain sufficient credit elsewhere
to finance its actual needs at reasonable rates and terms, taking into consideration prevailing
private and cooperative raies and terms in or near its community for loans for similar
purposes and periods of time.

This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of additions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable solely from the revenues-to-be derived from the operation of the System
after there have been first paid from such revenues tha reasonable current costs of operation
and maintenance of the System.” This Bond does not in any manner constifute an
indebtedness of the Borrower witﬂﬁiﬁ_xecmeaning of any constitutional or statutory provision
or limitation. R L
Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly autherized in writing, at the coffice of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon paymant of
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the charees, if any, provided in the herein defined Resolution and upon surrender and
cancellation of this Bond. Upon such trapsfer 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, undar 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 herezof with the Bond
Registrar.

This Bond has been isseed under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, ameong others, Chapter 16, Article 13A
of the West Virginia Code, 2s 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 simtlar 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 purstant 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
1995 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 Is corporate seal to be
hereunto affixed or imprinted hereon and attested by its Secratary/Treasurer, all as of the
date hereinabove wriiten.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

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

Secretary/Treasurer, Public Service Board
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{Form of)

RECORD OF ADVANCES

- AMOUNT DATE AMOUNT DATE
(1) S (19) 8
28 (20) 3
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@ S (22). §
(5) % 23) §
6y _$ 24)_$
(7.3 (25) 3
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NN _ 27 _$
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an_s 29y $
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(14 s (3§
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_ TOTAL 5
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' ASSIGNMENT

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

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

Dated: ,

In the presence of:
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. ARTICLE 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 Bank, separate and
apart from ail other funds or accounts of the Depository Bank and from each other:

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

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

(3) Depreciatjon' Reserve (established by the Prior Resolutions and
cortinued hereby); :

(4)  Serles 1999 A Bonds Reserve Account;
(5)  Series 1999 B Bonds and Series 1995 C Bonds Reserve Account;

(6) Projéli:t:Cbnstnictidﬁ Account.

Section 4.02. -  Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 1599 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
Constructon Account in excess of the amount insured by FDIC shail be secured at all times
by the Depasitory Bank by securities or in a manner lawful for the securing of deposits of
State and municipal funds under West Virginia law. Moneys in the Project Construction
Account shall be expended by the Issuer solely for the purposes provided herein.

Moneys in the Project Construction Account shall be used solely to pay the cost
of acquisition and construction of the Prqiase-upon vouchers and other documentation
approved by the Purchaser. -3 . :

Until completion of acduisition and construction of the Project, the Issuer will
additionally transfer from the Project Conswuction Account and pay to the Purchaser on or
before the due date, such sums s shall be from time 10 time required to make the monthly
‘nstallments oa the Series 1999 B Bonds and Series 1999 C Bonds if there are not sufficient
Net Revanuss to make such monthly paymeant.

Cl.523551.1
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v 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 Invesmnents.

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

Section 4.03. Covenants of the Issuer as to System Revenues and Funds.
So long as any of the Series 1999 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 1995 C
Bonds Reserve Account a sum sufficient to pay, when due or at the easliest practical
prepayment date, the entire principal of the Series 1999 B Bonds and Series 1599 C Bonds
remaining unpaid, together with interest accrued and to accrue thereon, the Issuer further

covenants with the Holders of the Series 1959 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 Resolurions and shall be kept separate and distinct from

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

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

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

X ' (2)  The Issuer shall next, each month, on or before the.
due date of paymemt of each installment on the Prior Bonds and -
the Series 1999 B Bonds and the Series 1959 C Bonds, transfer
from the Revenue Fund and remit to.the National Finance Office,
the amounts required to pay thesinterest on the Prior Bonds, the
Series 1999 B Bands and the Series 1999 C Beonds and to
ammortize the principal of the Prior Bonds, the Series 1999 B
Bonds and the Seriés 19589 C Bonds over the respective lives of
each Bond issue. All payments with respect 1o principal of and
interest on the Prior Bonds, the Series 1999 B Bonds and the
Serizs 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 1593, 1995 and
1997 A Bonds Reserve Account and the Series 1999 A Bonds
Reserve Account, the amounts required by the Prior Resolutions;
aad (if) for deposit into the Series 1959 B Bonds and
Series 1999 C Bonds Reserve Account, 0.4167% of the Minimum
Reserve, until the amount in the Series 1959 B Bonds and
Series 1999 C Bonds Reserve Account equals the Minimum
Reserve. Moneys in the Series 1999 B Bonds and Series 1599 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
Nationa! 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 1959 C Bonds as hereinafier
provided, and for no other purpose; provided, however, that =
when the Minimum Reserve has been accumutated 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 Fuad,

(4) . The Issuer shall mext, on the first day of each
month, wansfer 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 (if) 0.4167% of
the Mimimum Reserve, until the amount in the Series 1959 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 1599 B Bonds and Series 1999 C
Bonds are outsianding; 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)(iD)"2bove, or a withdrawal of funds from the
Series 1099 B Bonds 4nd Series 1999 C Bonds Reserve Account
is made, payment of Revenues-into the Depreciation Reserve as
provided in this Saction 4.03B(4)(i) shail not be made, but
instead Revenues shall be applied to the replenishment of the
Seriss 1999 B Bonds and Series 1999 C Bonds Reserve Account

il




, until such deficiency is cured, at which time payments into the
Depreciation Reserve as provided in this Section 4, 03B{4Xii)
shall resume. Moneys in the Depreciation Reserve shall be used
first to make up any deficiencies for monthly payments of interest
on and principal of the Prior Bonds and the Series 1999 B Bonds
and Series 1999 C Bonds as the same become due, and next to
restore to the Series 1993, 1995 and 1997 A Bonds Reserve
Account, the Series 15999 A Bonds Reserve Account and the
Series 1999 B Bonds and Series 1999 C Bonds Reserve Accournt
any sum Or Sums transferred therefrom, all on a pro rata basis.
Thereafier, and provided that payments are current and in
accordance with the foregoing provisions, moneys in the
Depreciation Reserve may be withdrawn by the Issuer and used
for replacements, repairs, improvements or extensions to the
System.

(5)  Afterall the foregoing provisions for use of maneys
in the Revenue Fund have been futly complied with, moneys
remaining therein and not permirted to be retaimed 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 Lotwithstanding, 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
sdministration 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 writen advice stating the amount remitted for deposit into each sech
fund.

The Revenue Fund, the Resgmve-Fund and the Depreciation Reserve shall
constitute trust funds and shall be usad only for the purposes and in the order provided
herein, and until so used, the Pﬁfr'chas_er shall have a lien thereon for further securing
paymient of the Series 1999 B Bonds and Series 1999 C Bonds and the interest thereon.

If on any payment date'the Revenues are insufficient to make the payrn.e‘nts and
transfers as hersinabove provided, the deficiency shall be mtade up in the subsequernt
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payments and transters in 2ddition to thase which would otherwise be required to be made
an the subsequent payment dates.

Principal, interest or reserve paymeats, whether made for a deficiency or

" otherwise, shall be made on a parity and pro rata, with respect to the Series 1995 B Bornds

. and Series 1999 C Bonds and the Prior Bonds, in accordance with the respective principal
argounts then Qustanding.

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 fuliest exzent possible in accordance with applicable law, and ro the extent
practicable, in Qualified Investments having maturities consomant with the required use
thereof. Investments in any fund or account under this Bond Legislation shali, unless
otherwise provided herein or required by law, be valued at the lower of cost or the then
current market value, ot at the redemption price thereof if then redeematle at the option of
the hoider, inciuding value of accrued interest and giving effect to the amertization of
discount, or at par if such investment is neid by the "consolidated fund” managed by the
West Virginia Board of Investment Management. Any investment shall be held in and at ail
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. Eamings 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. CHAN;G‘E OF DEPOSITORY BANK. ThelIssuer may designate aniother
bank of trust company insured by FDIC as Depository Bank if the Depository Bank should -
cease for any reason o -ls,erve or if the Governing Body determines by resolution that the
Depository Bank or its successor snould no longer serve a3 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 lssuer 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 condirions of the Purchaser.

E. CHARGES-AND FEES. The Issuer shall remit from the Revenue Fund
to the Depository Bank such addiii’c‘?'nal swms as shall be necessary to pay the charges and fees
of the Depository Bank then duel i

E. - INVESTMENT OF EXCESS BALANCES. The moneys in excess of
the sun insured by FDIC in any of such funds or accounis shall at al! times be secured, t@
the full extemnt thereof in excess of such insured sum, by Qualified Investments as shall be
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eligible as security for deposits of state and municipal funds under the laws of the State of
West Virginia.

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

H. GROSSREVENUES. The Gross Revenues of the System shall only be
used for purposes of the Systerm.

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 [ssuer may issue and sell its interim
copstruction notes in an aggregate principal amount not to exceed $595,000 (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
prepaymeiit or redemption, al! 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 1599 B Bonds and Series 1999 C Bonds or the
Grants. The Notes do not and shall not constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provisions. The general Funds of the Issuer are
not liable, and neither the full faith and credit nor the taxing power of the Issuer, if any, is
pledged for the payment of the Notes. The Holders of the Notes shall never have the right
to compe! the forfeiture of any property of the Issner. The Noies shall not be 2 debt of the
Issuer, nor a legal or equitable pledge, charge, iien or encumbrance upcn any property of the
Issuer or upom any of its income,.receipls or revenues except as set forth herein.
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' , ARTICLE ¥

GENERAL COVENANTS, ETC.

Secrion 3.01. General Statement. So long as the Series 1999 B Bonds and
Series 1999 C Bonds shall be outstanding and unpaid, or untii there shall have been set aparn
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 rematining
unpaid, together with interest accrued and to accrue therzon to the date of prepayment, the
covenants and agreements con:ained herein shall be and constitute valid and legally binding
covenants between the Issuer and the Holder of the Series 1999 B Bonds and Series 1999 C

Bonds.

Section S.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
arual 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 acecunts and
all the necessary expenses of operating and maintaining the Systein during such Fiscal Year

_ and such rates, fees and other charges shall notbe reduced so as to be insufficient to provide
adequate Revenues for such purposes. '

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

Scction 5.04. Yssuance of Additional Paricy Bonds or Oblieations. No
additicnal parity bonds or obligations payable out of any of the Revenues of the Systerm 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 Series 1999 B Bonds and Series 1599 C Bonds
remain outstanding, insurance with a reputable insurance-cartier or carriers covering the
following risks and in the follow?f":_‘g‘ AMOUIIS:

(1) Fire, Lightiifne, Vandalism, Malicious Mischief

and Extended Coverage Insurance, to be procured upon

acceptance of any part of the Project from the contractor, and

immadiately upon any postion of the Systiem now in use, on ali
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above-ground structures of the System and mechanical and
electrical equipment in place or stored on the site in an amoun:
equal to the full insurable value thereof. In the event of any
damage [0 or destructzion of any portion of the System, the Issuer
will promptly acrange for the application of’ the insurance
proceeds for the repair or reconstruction of such damaged or
desroyed portion. The Issuer will itself, or will require each

_contractor and subcontractor 1o, obtain and maintain builder’s

sk insurance to protect the interests of the Issuer during
construction of the Project in the full insurzble value thereof.

(b)  Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killad 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 1995 B Bonds and
Series 1999 C Bonds.

(¢}  Nehicular Public Liabititv Insurance, in the event
the Tssuer 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 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' Compengation 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 gaquired of gach prime contractor,
and such payment bonds have been or will be filed with the Clerk
of the County Commission of said County priotr o
commencement of construction of the Project in compliance with
West Virginia Code Section 38-2-39. Workers' compensation
coverage shall be mairitained as required by the laws of the State
of West Virginia. ‘
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Holder of the Series 1999 B Bonds and Series 19
the System is granted and created by the Act, on a parity
statutory mortgage lien is hereby r
take effect immediately upon the

() Flood Insurance to be procured, to the externt
available at reasonable cost to the Issuer; however, if the Systern
is located in 2 community which has been notified as having
special flood or mudslide prone areas, flood insurance must be

obrained. .

() Fidelity Bonds will be provided as to every member
of the Governing Bady 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 ome time, and
initially in the amount of $50,000 upon the treasurer, provided,
howevee, that no bond shall be required insofar as custody of the
Project Construction Account is concerned so long as checks
thereon require the signamre of a represenmative of the Purchaser.

(g) Provided, however, and in Heu of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 1995 B
Bonds and Series 1999 C Bonds are cutstanding, the Issuer wiil
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." Statitory Mortpage Lien. For the further pratection of the
99 C Bonds, a statutory mortgage lien upon
with the Prior Bonds, which
ecognized and declared to be valid and binding and shail
delivery of the Series 1999 B Bonds and Series 1999 C

Section 5.07. Events of Defauls. Each of the following eveanrs is hereby
declared an "Event of Default™ '

(a) Failuf"é"f‘i to make payment of any monthly
amortization installthént upon the Series 1999 B Bonds and
Series 1999 C Bonds at the date specified for payment thereof;
and '
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(b)  Failure to duly and punctually observe or perform
any of the covenants, conditions and agreements on the par of
the Issuer contained in the Series 1999 B Bonds and
Series 1999 C Bonds or herein, or violation of or failure to
chserve any provision of any pertinent law. L

Secrion 5.08. Enforcement. Upen 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 or agreement, or execution of any power, or for
the enforcement of any proper legal or equitable remedy as shall be deemed most effectoal
to protect and enforce such rights.

Upen application by the Purchaser, such court may, upon proof of such default,
appoint a teceiver for the affaics of the Issuer and the System. The receiver so appointed
shall administer the System on behalf of the Issuer, shall exercise all the rights and powers |
of the Issuer with respect to the System, shall proceed under the direction of the court to
obtain authorization to increase rates and charges of the System, and shall have the pOWwer

_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 1999 B Bonds and

Series 1999 C Bonds are outstanding and unpaid and to the extent not Now prohibited by law,

CL52536
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the System shall be operated and maintained on 2 Fiscal Year basis commencing on July 1.
of each year and ending on-ihe following June 30, which period shall zlso constitutz 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 @ adopt the Annual Budget for the
ensuing year, and RO expenditures for operation and maintenance expenses of the System in
excess of the Annual Budget shall be made during such Fiscal Year uniess unanimously
authorized and directed by the Governing Body. Copies of each Annual Budget shall be
delivered to the Purchaser by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before
the 1st day of any Fiscal Year, it shall adopt a Budget of Current Expenses frorm month to
month until the adoption of the Annual Budget; provided, however, that no such monthly
budget shall exceed the budget for the corzgsponding month in the next year preceding by
mote than 10%; and provided further, that adoption of a Budget of Current Expenses shall
not constitute compliance with the covenant to adopt an Anmual Budger unless failure to
adopt an Annual Budget be for a téason 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 ¢f Governing Body. The Issuer
hereby covenanis and agrees that na compensation for policy direction shail be paid to the

1
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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 fali below the amount required to meet all payments
provided for hereir, nor when there is default in the performance of or compliance with any
covenant or provision hereof. L

~ Section 3.11. Covenant 10 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 permirned 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 compiete 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 shali, at least once a year, cause said books, records and accounts
of the System to be properly audited by an independent competent firma of certified public
accountants 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 Issuer covenants that it will.
continuously operate, in amr economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 1999 B Bonds and

Series 1995 C Bonds aré 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, consest to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,
agency or instrumentaiity whatsoever to provide any of the services supplied by the Systermn
within the boundaries of the Issuer or within the territory served by the System.




ARTICLE VI

RATES, ETC.

Ty

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 with the lien
on such premises of state, county, school and municipal taxes, as provided in the Act. The
Issuer shall have all rernedies and powers provided under the Act and other applicable
provisions of law with regard to the collection and enforcerent 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
deparunent, agency, officer or employee therecf should avail itself or themselves of the.
services or facilities of the System, the same fees, rates and charges applicable to other
customers receiving like services under similar circumstances shall be charged, such charges
shall be paid as they accrue;.and revenues so received shall be deposited and accounted for
in the same manner as other Revenues of the Systern. '

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

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

Py
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. ARTICLE Vil

MISCELLANEQUS
Section 7.01. Pavment of Bonds. If the Issuer shall pay or there shall

otherwise be paid, to the Holder of the Series 1959 B Bonds ard Series 1999 C Bonds, the
principal of and interest due or to become due thereon, at the times and in the manner
stipulated therein and in this Bond Legislation, then with respect to the Series 1999 B Bonds
and Series 1999 C Bonds, the pledge of Net-Revenues and other maneys and securities
pledged under this Bond Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Qwner of the Series 1999 B Bonds and Series 1999 C Bonds,
shall thereupon cease, terminate and become void and be discharged and satisfied.

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

Section7.03. Delivery of Bonds. The Chairman, Secretary/T reasurer 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 agreemer, 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 covenanis, agrccmems;qf provisionis hereof should be held contrary to any express
provision of law ot contrary to the policy of express law, although not expressly prohibited,
or against public policy,.or shall for any reason whatsoaver be held invalid, then such
covenants, agreements or provisions shali be null and void and shall be deemed severable
from the remaining covenants, agreements or provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 1999 B Bonds and Series 1999 C
Bonds.

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

Alllresolutions a-nd“}grders, or parts thereof, in conflict with the provisions
hereof are, to the extent of such c:qh‘flic,ts,' hereby repealed; provided that this Section shail
not be applicable to the Loan Rcﬁblﬁ;iqq (Form FmHA 442-47).

Section 7.06. Table of Contents and Headings. The Table of Contenss
and headings of the articles, s:_:ctions and subsecticns 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.

_ Sectign 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to exist, 10 happen, to be performed or
to be taken precedant o and in the adoption of this Resotution do exist, have happened, have
been performed and have been taken in regular and due time, form and manner as required
by and in full compliance with the laws and Constitution of the State of West Virginia
applicable thereto; and that the Chairman, Secretary/Treasurer and members of the
Governing Body were at all times when any actions in connection with this Resolution
oceutred and are duly in office and duly qualified for such office.

Section 7.08. Effective Time. This Resoiution shall take effect
immediately upon its adopticn. ,

1323561,
CLI23 1 ] 18



' Adopted this 11th day of Aagust, 1999.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT

Nl A

Chairmrman

c(ﬂ/u‘usz [ KJJ M'éh/Q

Memb

e L JQM

| Membur /
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' CERTIFICATION

Certified a true copy of 2 Reselution duly adopted by, the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT onthe 11th day of August, 1959,

Dared: August 11, 1999,

[SEAL] - X
- %M‘/J»C&LM
. Szd"yﬁ\yf?masurer

08/06/59
532180/96001
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) McDOWELL COUNTY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $550,000
WATER REVENUE BOND, SERIES 1997 A, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, ON A PARITY
WITH THE OUTSTANDING WATER REVENUE BOND,
SERIES 1993, AND WATER REVENUE BOND, SERIES 1595,
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:

ARTICLE]

" STATUTORY AUTHORITY, FINDINGS
AND DEEINTTIONS

. Section 101, 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. McDoweil 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 Counry of said State, duly created
pursuant to the Act by The County Commission of McDowell County.

" i, .
- Section 1.02. ‘Findings and Determinations. It is hereby found,

determined and declared as follows: =

A.  The Issuer currently owns and operatss 2 pubiic waterworks systern and
desires to finance and acquire, construct, operate and maintain certain additional public
servies properties coasisting of improvements and exiensions o such existing waterworks
facilities with aif appurtenant facilities, within the boundaries of the Issuer to be owned and

onerarad hv the Tssuer.




' B. It is deemed essential, convenient and desirable for the health, welfare,
safaty, advantage and convenience of the inhabitants of the lssuer, 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 27, 8,730
linear feet of 6" and 14,000 linear fzet of 87 water mains, one 183,000 gallon water storage
tank, a 200 GPM water treatment plant, two 200 GPM high service pumps, one 580 GPM
filter backwash pump, one filter backwash waler decant basin, one 35 GPM recycle pump,
sludge drying beds, and all necessary appurtenant facilidies in the communities of Bardey 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 rhe office of the Secretary/Treasurer of the Public Service Board {the "Goveming
Body™) of the Issuer. The Issuer will purchase water from the City of Welch pursuant to 2
water purchase confract between the Issuer and said City. The existing watarworks facilities
of the Issuer, together with the Project and any further additions, extensions or improvements
thereto, are herein called the "Systern.” The acquisition and construction of the Project and
the financing hereby authorizzd and provided for are public purposes of the Issuer and are
ordered for the purpose of meeting and serving public convenjence and necessiry.

C. The estimated revenues to be dexived in each year from the operation of
the System after completion of the Project will be sufficient to pay all the costs of the
operation and maintenance of the Systemn, the principal of and interest on the Bonds (as
. hereinafier defined) and all debt service, reserve fund and other payments provided foc
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 hereinafier 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 Developrment 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 acquisidien 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, or interest therein; interest on the
Bond prior to, during and for six‘n'i'bnths after completion of such construction to the extent
that revenues of the Systemn are dot sufficient therefor; engineering and legal expenses;
expenses for estimates of costs and revenues; -éxpenses for plans, specifications and surveys;
and such other expenses as may be necessary or incidental to the acquisition and construction
of the Project and the financing authorized hereby; provided that, reimbursement to the 1ssuer



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 Projeci
is not less than 40 years. 5

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

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

H. It is in the best interest of the Issuer that the Bond be sold to the
United States Department of Agriculmre, Rural Utilides Service (the "Purchaser™), pursuant
_to the terms and provisions of a Letter of Conditions dated August 15, 1994, Amendrnent
No. 1 ta Letter of Conditions dated February 20, 1996, Amendment No. 2 fo Letter of
Conditions dated September 4, 1997, and all amendments thereto, if any (collectively, the
*Letter of Conditions™). " "

I The Issuer has complied with all requirements of law relating to the
authorization of the acquisitiont and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
Bond, or will have so complied prior to issuance of the Bond, including, among ather 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 constructon 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 ar otherwise provided for. ’

. Section 1.03. B_qnd Legislation Constitutes Contract. In consideratior. of
the acceprance of the Bond by those who shall be the registered owner of the same from time

to time, this Resolution (the *Bond. Legislation™) shall be desmed to be and shall constitute
2 contract betwesn the Issuer and such Bondholder, and the covenants and agreements set




forth+herein to be performed by the Issuer shall be for the benefit, pratection and security of
the registered owner of the Bond.

Section 1.04. Definidons. The following terrns 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 Resclution and all resolutions supplen‘]enr_al
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” mieans Stafford Consuitants, Incorporated, Princeton,
West Virginia, or any qualified engineer or firm of engineers which shall at any time

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

“Depository Bank" means Ameribank, 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 propenies of the

System and also any tangible properties which may hereafter be added to the System by

additions, betterments, exiensions and improvements thereto and properties, furninire,
fixtures or equipment therefor, hereafter at any time constructed or acquired.

*FDIC* means the Federal Deposit Insurance Corporation.

"Fiscal Year" means each year beginning on July 1 and ending on the

succeeding June 30. :
',-v(ﬂ"". i .

*Grants” means, collectively, the grants from the Purchaser, the United States

Department of Housing and Urban Development (Small Cities Block Grant through the State

of West Virginia), the West Virginia Parkways, Economic Development and Tourism

Authority, the West Virginia Infrastructure Fund, and any other grants commined for the
Project.

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



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

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

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

“Latter 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 ali 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 expenscs, paid or accrued, of operation
and maintenance of the System and its facilities, and includes, without limiting the generality
of the foregoing, insurance premiwms, 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 snch other reasonable operating costs as are normally and regularly included
under recognized accounting principles 2nd retention of a sum not to exceed 1/6th of the
budgeted Operating Expenses stated above for the current year as working capital, and
language herein requiring payment of Operating Expenses means also retention of not to
exceed such sum as working capital, provided that all monthly amortization payments upon
the Bonds and into the Reserve Fund and the Depreciation Reserve have been made to the
last monthly payment date prior to the date of such retention.

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

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

“Project” shall have the mcar&rrg"’é&ited in Section 1.02B above.

"Purchaser” ot 'GOYE nment” means United States Department of Agriculture,

Rural Utilities Service, and any ‘successor thereof, acting for and on behalf of the
United States of America. o
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"Qualified Investments” means and includes any of the following:
fa) Govermnent QObligations;

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

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

(dy  Any bond, debenture, note, participation certificate
or other similar obligations issued by. the Federal National
Mortgage Association to the extent such obligation is guaranteed
by the Government National Mortgage Associztion 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
axjrang'emcnis) 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 roust 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 dme accounts;

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

® Repu:cha;;.e 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 MuUSt maiure as nearly as practicable coincident
with the marurity of said repurchase agreements or must be
replaced or increased so that the market value thereof is always
at least equal to the principal amousnt of said repurchase

agreements, and provided further that the hoider of such
repurchase agreement shali 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
al} claims by third parties;

(h) The West Virginia "consolidated fund” managed by
the West Virgimia State Board of Investments pursuant fo
Chapter 12, Article & of the West Virginia Code of 1531, as-
amended; and :

(i)  Obligations of States or potitical 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 sball be the registered owner of the Bond. :

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

"Resolutions® meaans, coﬂectifely, the Series 1593 Resolution, the
Series 1995 Resolution and the Bond Legislation.

»Series 1993 Bond" means the outstanding Water Revenue Bond, Series 1553,

of the Issuer descrbed in Section 1.02G hereof.

"Series 1993 Rcﬁcﬁ-@ﬁon" means the resolution of the Issuer adopted June 23,
- 1693, authorizing the Series 1993 Epm.,

“Serjes 1995 Bond” mcﬁ‘.ﬁs the bﬁtstandmg Water Revenue Bond, Series 1593,
of the Issuer described in Section 1.02G hereof.
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' "Series 1995 Resolution” means the resolution of the Issuer adopted
September 26, 1995, authorizing the Series 1595 Bond. :

"Revenues” or "Gross Revenues” means all rates, rents, fees, charges or other
incame received by the Issuer, or accrued to the Issuer, or any deparmient, board, agency
or instrumentalicy thereof in control of the management and operation of the System, from
the operation of the System, and ‘all parrs 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
namre, real or personal, now or hereafter owned, held or used in connection with the
waterworks system; and shall also incjude any and 21l additions, extensions, improvements,
properties or other facilities at any time acquired or constructed for the waterworks sysiem

of the Issuer.

"'I"ap Fees" means the fees, if any, paid by prospectve customers of the System
in order to connect thereta.

Words importing singular mumber shall include the plural oumber in each case
and vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, femminine or neuter gender shall include any other gender; and any
requirement for execution or attestadon of the Bond or any certificate ar ather 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/Treastrer,
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' _ ARTICLE I

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01.  Authorizagion of Acquisition amd C o0 of the
Proiect. There is hereby authorized the 2cquisition and constructien 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 avthorized shall be applied as provided in Article IV '

hereof.



' ' ARTICLETI

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

Section 3.01. Authorization of Bond. Subject and pursnant 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 tie acquisition
and construction of the Project. :

Segiion 3.02. Description of Bond. The Bond shall be issued in single
form, numbered AR-1, only as 2 fully registered Bond, and shall be dated the date of delivery
thereof. The Bond shzll bear interest from the date of delivery, payable monthly at the rate .
of 4.50% per annum, and shall be sold fer 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. .

Bands. The Bond shall be and have all the qualities and incidents of a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia, but the Bond, and the
right to principal of and stated interest on the Bond, may only be transferred by transfer of
thie registration thereof upon the books required ta be kept pursuant to Section 3.04 hereof,
by the party in whose name i is registered, in person or by atomey duly authorized in
writing, upon surrender of the Bond for cancellation, accompanied by delivery of a written
instrument of transfer, duly executed in 2 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 govermmental charge required to be paid with
respect to such transfer, but the Issuer shall pay ary other expenses incurred by the Registrar
with respect to such transfer. . e

b

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

Secrion 3.04. Registar. The Issuer shall be the Registrar and will keep,
or cause ta be kept by its agent, ac its office, sufficient baoks for the registration and transfer
of th= Bond, and, upon presentation for such purpose, the Registrar shall, under such
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reasdnable regulations as it may prescribe, register the Bond initially issued pursuant hereto
and register the transfer, or cause (o be registered by its agent, on such books, the transfer
of the Bond as hereinbefore provided.

The Registrar shall accept the Bond for regisratton of transfer only if ownership
thereof is to be registered in the mame 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 faderal employer identification number of each
corporation or partnership or the social security numbers of the semlor and beneficiaries of
cach rrust and the federal employer identification number and date of each trust and the name
of the trustee of each trust and/or such other identifying mumber and information as may be
required by law. The Bond shall initially be fully registered as to both principal and interest
in the name of the United States of America. So tong as the Bond shall be registered in the
pname of the United States of America, the address of the United States of Ametica for
registration purposes shall be Federal Buiiding, Room 320, 75 High Street, Morgantown,
West Virginia 26505-7500, or such other address as shali be stated in writing to the [ssuer
by the United States of America.

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

- gealed the Bond shali cease to be such officer of the Issuer before the Bond so signed and

sealed has been acmally sold and delivered, such Bond may nevertheless be sold and
delivered as herein provided and may be issued as if the person who signed or sealed such
Bond had not ceased to hold such office. Any Bond may be signed and sealed on behalf of
the Issuer by such person as at the acrual time of the execution of such Bond shall hold the
proper office in the Issuer, although ac the date of such Bond such person may not have held
such office ar may not have been so authorized.

Section 3.06. Bonds Mutilated, Destroyed, Stalen or LosL In case the
Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may in its discretion
issue and deliver a new Bond of like tenor as the Bond so rmutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated Bond or in lieu of and substitution for the
Bond destroyed, stolen or lost, and upon the holder’s furnishing the Issuer proof of his
ownership thereof and complying with such other reasonable rzguiations and conditions as
the Issuer may require. The Bond so surrefdérad shall be canceled and held for the account
of the Issuer. If the Bond shall-have matured or be about to mature, instead of issuing a
substimte Bond the Issuer may pay:g}c same, and, if such Bond be destroyed, stolen or lost,

without surrender thereof. )

7. Bond Secured by, Pledgs of Net Revenues. The payment
of the debt service of the Bond shail 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 stanitory



mortgage lien on the System hereinafter provided for as to the Bonds, The Net Revenues
derived from the Systern in an amount sufficiert to pay the principal of and interest on the
Bond, and to make the payments s hereinafter provided, are hereby irrevacably pledged to
the payment of the principal of and interest on the Bond as the same becomes dug, all on a
parity with the Prior Bonds. :

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the Bond and the other details thereof shall be of substantially the following tenor, with
such omissions, insertions and variations as may be autherized or permitted heredy or by any
resolution adopted after the date of adoption hersof and prier to the issuance thereof:




(FORM OF BOND)

McDOWELL COUNTY, PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1597 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™), 0C its registered assigas, 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 anmun. 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 the Bond

" and conrinuing 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 om the Recard 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 schieduled 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, afier payment
of incerest, be applied to the instaliments last to become due under this Bond and.shall not
affect the obligation of Borrower 10 pay the remaining installments as scheduled herein.




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

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitred by the Government to
the holder promptly or, except for final payment, be retained by the Government and
remitied to the holder on either a cajendar quartet basis or an annual installment due date
basis. The effective date of every payment made by Borrower, except payments retained and
remitted by the Governmernt on an anmual 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 ammual 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 instrurnent 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 addirional bonds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of addirions, extersions and improvements o the waterworks system (the "System"} of the
Borrower, is payable solely from the revenues © be derived from the operation of the Systemn
after there have been first paid from such revenues the reasonable current costs of operation
and mainenance of the System. This Bond does not in any manner constitute an indebtedness
of the Borrower within the meaning of any censtitutional or stantory provision or limitation.

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

This Bond, under the provisions of the Act, is and has 2ll the qualities and
incidents of a negerable 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 statates of the State of West Virginia, including, ameng others, Chapter 16, Article 13A
of the West Virginia Code, as ammended (the "Act"), and 2 Resoludon of the Borrower duly
adopted authorizing issuznce of this Bond {the "Resolution”).

If at any time it shall appear to the Governrmnent 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 Governmert's
request, apply for and accept such loan in sufficient amount tc repay the Government.

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

Govemment pursuant to the Consolidated Farmers Home Rural Development Act. This Bond

chall be subject to the present regulations of the Government and to its furure regulations not
-inconsistent with the express provisions hereof.

M,
B



. This Bond is issued on 2 pariry as to liens, pledge and source of and securiry for
payment, and in all other respecss, with the Prior Bonds described in said Resolution.

IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT has caused this Bond to be executed by 1S Chairman and its corpaorate seal to be
hareunto affixed or imprined hereon and anested 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)

Chairman, Public Service Board
(Title of Executive Official)

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

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

ATTEST:

(Signamre of Attesting Official)

Sacretary/Treasurer. Public Service Board
(Tide of Executive Official)

1A




(Form of)

RECORD.OF ADVANCES

AMOUNT.

s MOUNT DATE DATE
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: (Form of Assignment}

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and rragsfers unio

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

o0 the books kept for registration of the within Bood of the said Issuer with full power of
substitution in the premises.

Dated: :

In the presence of:
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' ARTICLETV

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

Section 4.01 Establishment of Fuynds and Acgounts with Deposiiory
Bark. The following special funds or zccounts are created and established with (cor continued.
if previously established by the Prior Resolutions), and shall be held by, the Depository Bank,
separate, distinct and apart from all other funds or accouns 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 Resclutions and contirmed
' hereby}); :

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

(4)  Project Construction Account.

Section 4.02. Bond Procesds; 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 ¢hall be secured at all times by the Depository Bank by securities
or in a manner lawful for the securing of deposits of State and municipa! funds under

 West Virginia law. Moneys in the Project Construction Account shall be expended by the

Issuer solely for the purposes provided herein.

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

Until completion of acquisiddﬁ*f'ai’fa'consu'ugtion of the Project, the Issuer will
additionally transfer from the Project Construction Account and pay to the Purchaser on or

before the due date, such surns,{é_s‘___.sha-ii be from time to time required ta make the monthly
installments on the Bond if there are not sufficient Net Revenues o make such menthly

payment.



' Pending application as provided in this Section 4.02, money and funds in the
Project Consmuction Accournt shall be invested and reiavested at the direction of the Issuer
to the extent possible in accordance with applicable law, in Qualified [nvestments.

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

Section 4.03. Covenants of the Issuer as to System Revenues and Funds.
So long as any of the Bonds shall be outstanding and unpaid, or until there shail 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 o accrue therean, the Issuer further covenants with the holders of the Bonds as

follows:

A. REVENUE FUND. The entire Gross Revenues derived from the
operation of the System, and all parts thereof, and all Tap Fees received, shall
be deposited as collected by the Issuer in the Revenue Fund. The Revenue
Fund shall constirute 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 lime on
deposit in the Revenue Fund shall be disposed of only in the following order
and priority, subject to the provisions of the Prior Resolutions not previously
modified or modified herein:

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

(ii) The Issuer shall pext, on ot before the due date of
payment of each installment on the Bonds, transfer from the
Revepue Fund and remit to the National Finance Office
designated in the Bonds (or sychother place as may be provided
pursuant to the Bonds), the amounts required to pay the interest
on the Bonds, and o 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 amnounts thereof outstanding and on a parity with each

other.



(iif) The Issuer shall next, on each date that payment is
made as set forth in (i) above, transfer from the Reverue Fund
and rernit 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 amourt of principal and interest
which will become due on the Bonds in any year, until the amount
in the Reserve Fund equals such maximum amount (the
*Minimum Reserve™). After the Minimum Reserve has been
accumulated in the Reserve Fund, the Issuer shall monthly depesic
into the Reserve Fund such part of the moneys remaining in the
Revenue Fund, after such provision for payment of monthly
installmerys 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 sclely to make up any deficiency for monthly payments
of the principal of and interest on the Bonds to said National
Finance Office (or ather place provided) as the same shall become
due or for prepayment of installments en the Bonds, or for
mandatory prepayment of the Bonds as hereinafter provided, and
for no other purpese, on an equal pro raia basis in accordance
with the respective aggregate principal amounts thereof

- outstanding and 6n a parity with each other; provided, however,
that when the Minimum Reserve has been accumulated in the
Reserve Fund, all earnings of investments of moneys therein shall
at least annuaily be transferred to and deposited in the Revenue
Fund. : :

(iv) The lssuer shall next, on each date that payment is
made as set forth in (ii) above, transfer from the Revenue Fund
and deposit in the Depreciation Reserve, the moneys remaining
in the Revenue Fund and not permitted t© be retzined therein,
until there has been accumulated in the Depreciation Reserve the
aggregate sum of 3375,000, and thereafter such sums as shall be
required to maintain such amount therein. Moneys in the
Depreciation Reserve shall be used first to make up any
deficiencies for monthly payments‘of principal of and interest en
the Bonds as the same become due, and next to restore to the
Reserve Fund any, sum or sums transferred 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, moneys in the Depreciation Reserve may be
withdrawn by the Issuer and used for extraordinary repairs and




for repiacements 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 permited to be rewined therein, if any
("Surplus Revenues”), may be used to prepay installments of the
Bonds, pro rata, or for any lawful purpose.

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

The Depository Bank is hereby designated as the Fiscal Agent for the
administration of the Reserve Fund and the Depreciation Reserve and 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 writtest advice stating the amount
remitted for deposit into each such fund.

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

If on any payment date the Revenues are insufficient 1o make the
payments and transfers as hereinabove provided, the deficiency shall be made
up in the subsequent payments and transfers in addition to those which would
otherwise be required to be made on the subsequent payment dates.

Subject to the Prior Resolutions, the Depository Bank, at the direction’
of the Issuer, shall keep the moneys in the Reserve Fund and the Depreciation
Reserve mvested and reinvested to the fullest extent possible in accordance with
applicable law, and to the extent praeatible, in Qualified Investments having
maturities consonant with'the required-use thereof. Investrments in any fund or
account under this Bond Legislation shall, unless otherwise provided herein or
required by law, be valuad-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 Stale Board of Investments. Any investment



shall be held in and ar all rimes deemed a part of the fund or account in which
such moneys were originally held, and interest accruing thereon and any profit
or loss realized from such investment shall be credited or charged to the
appropriate fund or account. Subject to the Prior Resolutions, eamings upon
moneys in the Reserve Fund, so long as the Minitnum 'Reserve is on deposit
and maintained therein, shall be paid annualty in January into the Revenue Fund
by the Depository Bank.

C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or trust company nsured 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.

F. INVESTMENT OF EXCESS BALANCES. The moneys in .
excess of the suim instired 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 Invesonents as shall be eligibie 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 inmto 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 Figapcing. In order to pay certain
costs of the Project pending receipt of procesds of the Grants and advances of principal of
the Bonds, the Issusr may issue and sell its interim construction notes in an aggregate
principal amount ot 1o exceed $2.000,000 {the "Notes"). The Notes shail be in the formn of



4 line of credir from a comumnercial bank or other lender, and the lssuer is hereby authorized
10 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 redemnption, all as provided in the credit agreement. '

The Notes shall be special obligarions of the Issuer payable as to principal and
interest solely from proceeds of the Bonds or the Grants. The Notes do not and shall not
constimte an indebtedness of the Issuer within the meaning of any constitutional or statetory
provisicns. The general funds of the Issuer are not liable, and neither the full faith and credit
nor the taxing power of the Issuer, if any, is pledged for the payment of the Notes, The
Holders of the Notes shall never have the right to compel the forfeiture of any property of
the Issuer. The Notes shall not be a debt of the Issuer, nor a legal or equitable pledge,
charge, lien or. encumbrance upon any property of the Issuer or upen any of its income,
receipts OF [eVenues except as set forth herein.
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' , ARTICLEY

GENERAL COVENANTS, ETC.

Section 5.01. Genardl Statement.  So long as the Bonds shall te
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
acerued and to accrue thereon to the date of prepayment, the covenants and agreements
contained herein shall be and consticute valid and legally binding covenants between the

Issuer and the Bondholder.

Section 5.G2. 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
anmual 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.

Secsion 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 corsent
will provide for disposition of the proceeds of any such sale.

Section 5.04. Jssuance of Additional Parity Bends or Obligations. No
additional parity bonds or obligations payable out of any of tie Revenues of the Systern shall
be issued, except with the prior writien 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 2
reputable insurance carrier of carriers cavering the following risks and in the following

amounts:

(a) EILQ»LIEDEIIBE,YBI)@ISID Malicious Mischiefand
Extended Coverage-Insurance, 1o 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 abave-ground
strucrures of the Sysiem and mechanical and electricat equipment
in place or stored on the site in an amount equal to the full
jnsurable value thercof. In the event of any damage to or
destruction of any poction of the System, the lssuer will promotly



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

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

(<) Vehicular Public Liability Insurance, in the event the
Issuer owns or operates any vehicle in the operation of the
Systern, 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 cperation of vehicles, such insurance to be
procured prict to acquisition or commencement of operation of
any such vehicle for the Issuer,

(d) Workerss Compensation Coverage for All
Employees of the District Eligiblé Therefor and Performancs
Payment Bends, such bonds to be in the amounts of 100% of the
construction contract, will be required of each prime €omIactor,
and such payment bonds have been or will be filed with the Clerk
of the County Commission of said County prier fo
commerncement of construction of the Project in compliance with
West Virginia Code Section 38-2-39. ‘Workers’ compensation
coverage shall be maint.aincd-aﬂnrc'e{hircd by the laws of the State
of West Virginia. ‘ ’

s

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

ghtained.
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' ()  Fidelity Bopds will be provided as to every member
of the Governing Body and as to every officer and empioyee
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 upen the treasurer, provided,
however, that no bond shall be required insofar as custody of the
Project Construction Account is concemed 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 bends 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 3.06. Stamtory Mougags 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 immediatety upon the delivery of the Bond and shall be on a parity with
the stantory mortgage lien in favor of the Purchaser as Holder of the Series 1993 Bond and

Series 1995 Bond.

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

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

(t)  Failure duly and puncmally to observe or perform
any of the covenants, conditiohs i agreements on the part of the
Issuer contained inthe Bond or herein, or violation of or failure
to observe any provision-of any pertinent law.

Section 5.08. Enforcement. Upon the happening of any Event of Default
specified above, then, and in every such case, the Purchaser may 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 ot agresment, or execution of any power, or for

—~er



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 defaulr,
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 ail the rights and powers
of the I;suer with respect to the System, shall proceed under the direction of the cour to
obtzin authorization to increase rates and charges of the System, and shall have the power (o
collect and receive all revenues and apply the same in such manner as the court may direct.

Section 5.09. Fiscal Year; Budget. While the Bond is outstanding and
unpaid and.to the extent mot now prohibited by law, the System shall be operated and
maintained on a Fiscal Year basis commerncing on July 1 of each year and ending ou 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 unapimously authorized and directed by the
Governing Bedy. Copies of each Annual Budget shall be delivered to the Purchaser by the
beginning of each Fiscal Year.

- If for any reason the [ssuer 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 Annuat Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding mornrh in the pext 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 o 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 fail below the amount required to meet all payments
provided for herein, nor when there is defaudedirthe performance of or compliance with any

covenant or provision hereof. "uy.

Section S.11. “:Qayenant to Proceed and Complse. 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 Secremary/Treasurer on the date of adoption hereof,

subject to permired changes.
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' Section 5.12.- Books and Records; Audits. The Issuer will keep books and
records of the System, which.shall be separate and apart from all other boaks, 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 al} records, accounts and data of the Issuer relating thereto.

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

Section 3.13. Maintenange of Systern. The Issuer covenants that it will

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

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

will not permit competition with the System within its boundaries or within the tertory
served by it and will not grant or cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,
agency or instrumentality whatsoever 1o provide any of the services supplied by the System
within the boundaries of the Issuer or within the territory served by the System.

ple]



y ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and (harges; Rules. A, The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on October 11, 1997, Case Na. 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. Al 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 iien
on such premises of state; county, school and municipal taxes, as provided in the Act. The
[ssuer shall have all remedies and powers provided under the Act and other applicabic
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
deparument, 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 circurnstances shall be charged, such charges
shall be paid as they accrug, and revenues so received shail 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 satér and sewer services by the Issuer without

payment at the same time of a §gwer bill owed by such customer for the same premises.



: ARTICLE VII

MISCELLANEOUS

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

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

Bondholder.

Section 7.03. Delivery of the Bond. The Chairman, Secretary/Treasurer
and Treasurer of the Governing Body are hereby authorized and directed to cause the Bond,
hereby awarded to the Purchaser pursuant to prior agreement, 10 be delivered to the
Purchaser as soon as the Purchaser will accept such defivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements 0T provisions hereof should be held conrrary to any express
provision of law or contrary. 10 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 ar Aprovis'ion.s shall be nult 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 7.05. Prior Resolutions: € dicting Provisions B led. The
Prior Resolutions and all paris thereof not expressly hereby changed shall continue in full
force and effect and this Bond Legislation shall be supplemental to the Prior Resalutions.

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

Section 7.06. :"'i;igp_l_;: of nggnﬁ and Headings. The Table of Contents
and headings of the articles, sections and subsections hereaf are for convenience only and
shall neither control nor affect in any way the meaning or construction of any of the

provisions kereof.
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' Section.7.07. Covenant of Due Procedure, Etc. The Issuer covenams that
all acts, conditions, things and procedures required to exist, to happen, w 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, forma 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 gualified for such office.

Section 7,08, Effective Time. This Resotution shal} take effect
immediately upon its adoption.

Adopted: October 15, 1397,

Dl ot

Chairmag of the Public Service Board

@Md.'w

Member
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' CERTIFICATION

Certified a ue copy of 2 Reseluticn duly adopted by the Public Service Board
of McDOWELL COUNTY PUBLIC SERVICE DISTRICT dn the 15th day of October,
1997,

Dated: Qctoher 15, 1997.

[SEAL]
LHALY _
tcrefry/Treasurer, Pubjic %crvicc Board
10/14/97

582180/94001

¥y,
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MeDOWELL COUNTY. PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE 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

'STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Sectign 1.01. Authority for This Resolution. This Resolurion is adopted
pursuant to the provisions of Chapter 16, Articte 13A of the West Virginia Code of 1931,
as amended (the "Act™), and other applicable provisions of law. McDowell Counry Public
Sarvice District (the "Issuer) is 2 oublic corporation and public service district and political
subdivision of the State of West Virginia In McDowell County of said Srate, duly created
pursuant to the Act by The County-Gemmission of McDowell County.

Sectign 162 " Findings and Determipations. It is hereby found,
determined and declared: as foilows: )

A.  The Issuer currently owns and operates 2 public watérworks system and
desires to finance and acquire, construct, operale and maintain certain addirional public
service properties consisting of certain {mproyements and extensions to such existing
waterworks facilities within the boundaries of the Issuer ta be owned and gperated by the
Issuer.



g, ltis deemed essential, converient and desirable for the health, welfare
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly it 5
nereby ordered, that there be acquired and copstructed certain jmprovemsnts tc; and
extensions of the existing waterworks farilities of the Issuer, copsisting of new water lines
and a storage tamk @ replace the Issuer's existing Watet dismibution systems at
. Hemphill-Capels. favaco-Wilcoe aod Premicr, 1nd all necessary appustenant facilities (the

~ "Project™), palﬁcularly described in and according to the plans and specificarions prepared
by the Copsuling Enginest and heretofors filed in the office of the Secretary of the Public
Service Board {the »Governing Body") of the Issuer. The Issuer will purchase water from
the City of Welch pursuant to 2 water purchase contract berween the Issuer and said City.
_ The exising waterworks facilities of the IssueT, together with the Project and any further
additions, extensions oOr improvements thereto, are herein called the "System.”  The
aceuisition and construction of the Project and the financing hereby authorized and provided
for are public purposes of the Issuer aod are ordered for the purpose of meeting and serving
public convenience and necessity.

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

. The estimated maximum cost of the acquisition and construction of the
Project is $1,950,000, of which £500,000 will be obtained from :.hc-procceds 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 2 graut from the Appalachian
Regional Commission. '

E. It is pecessary for the Issuer o issue its water revemie bord in the
principal amount of $500,000 to fipance 2 portion of the cost of such acquisition and
constuction in the mannet hereinafrer provided. The cost of such acquisition and
conpstriction shall be deemed 10 include, without being limited to, the acquisirion and
construction of the Project; the acquisition of any necessary property. real or personal, ot
interest therein; interest on the Bound prior 10, during and for six months after completion
of such construction 1o he extent that revenues of the System are not sufficient therefor;
engincering and legal expenses; SXRE es for estimates of cOSIS and revenges; expenses for
plans, spcciﬁca:ions and surveys: +od such other EXpenses as may be necessary Ot incidental
1o the acguisition nd construction of the Project 2nd the financing authorized hereby;
providcd that, reimbursement to the Issuer for any arpounts expended by it for the

repayment of indebtedness {ticurred for Coss of the Project by the Issuer shall be deemed
Costs of the Project. ' o

F.  The pericd of usefulness of the System after completion of the Project
is pot less than 40 years.



G. There are outstanding obligarions of the Issuer which will rank on a
parity with the Bond as to liens, pledge and source of and securiry for payment, being the
Warsr Revenue Bond, Series 1993, dated June 23, 1993 (the 1993 Bond"), issued in the
original aggregaie principal amount of $818,000, heid by the Purchaser. Other than the
1993 Bond, there are no other ourstanding bonds or obligations of the Issuer which will rank
prior to or on a parity with the Bood as to liens, pledge andfor source of and security for

payment.

~The Issuer is not in default under the terms of the 1993 Bond, the 1993
Resolution (hereinafter ‘defined) or any document in comnecrion therewith, and has complied
with all requirements of all the foregoing with respect 0 the issuance of paricy 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 ta the
United States Department of Agriculture, Rural Economic and Comrmunity Development
(the "Purchaser”), pursuant to the ierms and provisions of a 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 Systerm,
including, without {imitation, the imposition of rates and charges, and the issuance of the
Bond, or will bave s0 complied priorto issuance of the Bond, including, among other things
and without limitation, the consert and approval, pursuant o the Act and other applicable
provisions of law;- of the issuance of the Bond, the acquisition and construction of the
Project and the irnposition of rates and charges by the Public Service Commuission of
West Virginia by final order, the time for rehearing and appeal of which have expired or

shall have been duly waived of 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
fime to Hme, this Resolnrion (the *Bond Legisiation™) shall be deemed to be and shall
constitute a confract betwesn the Issuer and such Bondholder, and the covenants and
agreements set forth herein to be perforrned by the Issuer shall be far the benefit, protectian

and securiry of the registered owner of the Bond.

e d )
Section. 1:04. Defipitions. The follow:'mg terms shall have the following

meanings herein unless thie text otherwise expressly requires:

"Act” me.ans Chapter 16, Arricle {3A of the West Virginia Code of 1931, as
amended. ' o

"Bond" means the Water Ravenue Bond, Serics 19935, authorized hersdy.



' 1993 Bond" means the Water Revenue Bond, Series 1993, of the Issuer
described in Secton 1.02G hereaf,

*Bond Legislarion™ means this Resolution and all resolutions supplemerntal
hereto and amendatory hereof. .o

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

Consulting Engineer” means Stafford Consultants, Incorporated, Princeron,
West Virginia, or any qualified engincer 0f firm of engineers which sball at any time
hereafter be retained by the Issuer as Consulting Engineer for the System.

"Depository Bagk” means Amcn'bank, Tnc., Welch, West Virginia, a bank or
trust company which is 2 member of FDIC (herein defined), and its successors and assigms.

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

"EDIC" means the Federal Deposit Insurance Corporation.

*Fiscal Y-ca:-"“ means each year begiming 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 obligarions the
principal of and interest on which are guaranteed by, the United States of America.

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

n{ssuer,” ‘"Borrower” or "District” means McDowell County Public Service
District, in McDowell County, West Virgigia: and includes the Governing Body.
. "Letter of Conditibns" means the Leter of Conditions of the Purchaser dated
March 31, 1993, and all ameridrents thereto, if any.

»Net Revenues” me2Ls thé balance of the Gross Revenues, as defined below,
remaining afier deduction only of Operating Expenses, as defined below.



' " Operating Expenses” Means the current expenses, paid or accrued, of
eperanon and maintepance of the System and irs facilities, and inctudes, withour limiting
the generality of the foregoing, insurance premiums, salaries, wages and administative
expenses of e [ssuer relating and chargeable solely to the System, the accurnulation of
appropriale YESErves for charges not anpually recurtent but which are such as may
reasonably be expected to be incurred, and such other reasonable operating cOS(s as are
pormally and regularly included under recognized accounring principles and retention of a
sum not to excesd 1/6th of the budgeted Operating Expenses stated above for the current
year as working capital, and language hereinr T iring payment of Operating Expenses
means 2also retention of oot O excesd such sum as working capital, provided that ail
mopthly amortization payments upon the Bonds and into the Reserve Fund and the
Depreciation Reserve bave been made to the last monthly payment date prior to the date of

such retention.
“Project” shall have the meanicg stated in Section 1.02B above.

*Purchaser” of Government” means the Urited States Deparument of
Agriculture, Rural Economic and Community Development, and any SUCCEsSSOr thereof,
acting for and on behalf of the United States of America. '

*Qualified Investments™ Means and includes any of the following:

(3) . Government Obligations;

(h) Govermment Obligations which bave been stripped of their
unmatured inrerest coupons, jnterest coupons sipped from Governmexnt
Obligarions, and receipts or certificates evidencing payments from Goverpment
Obligations or interest coupons stripped from Government Obligations;

(c) Bonds, debenmires, ‘motes Ot other evidences of indebtedness
issued by any of the following ageacies: Banks for Cooperatives; Federal
Intermediate Credit Banks; Federal Home Loan Bark System; Export-lmport
Bank of the Unpited States; Federal Land Banks; Government Narional
Mortgage Association; Temmessee Valley Authority; of Washington
Metropolitan Arca Transit Aurhority;

(d) Any hond;: debenture, DOLE, parﬁcipation certificate or cther
similar obligations issued by the Federal Narional Mortgage Assocfation to the
extent such obligarion is gilaranteed by the Government National Mortgage
Association or issued by aay Sther federal agency and packed by the full faith

and credit of the United States of America;

(e) Tine accounts (including accounts evidenced hy time certificates
of deposit, time deposits ot other sirnilar banking arraggements) which, 10 the



axcent ot insured by the FDIC (hereinbefore defined) or Federal Savings and
Loan Ipsurancs Corporation, shall be secured by a pledge of Governmerx
Obligations, provided, that said Government Qbligations pledged either must
manure as nearly as practicable coincident with the mamrity of said tme
accounts or must be replaced or increzsed so that the market value thereof is
always at least equal to the principal amount of said time accounts;

()  Money prarker funds or simular funds whose only assets are
invesments of the type described inl paragraphs (2) through {g) above;

- (g) Repurchase agreements, fully secured by investments of the types '

' described in paragraphs (a) through (€) above, with banks or pationzl 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 agrecments either
st manue as nearly as practicable coincident with the marurity of said-
repurchase agreements of must be replaced or increased so that the marcket
value thereof is always at least equal to the principal ammount of said
repurchase agreements, and provided further that the hoider of such
repurchase agreement shall have a prior perfected security interest in the
collateral therefor, must have (or its agent must have) possession of such

collateral, and such collateral must be free of all claims by third parties;

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

(i)- " Obligations of States of polirical 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 lovestors Service oT

Standard & Poor’s Corporation.

"Registered Qwner,” *Bondholder,” "Holder of the Bond" or any similar tenn
means any person wWho shall be the registered OWDED of the Bond.

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

’ "1993 R‘c\;‘o‘tutiou" means the resolﬁtion of the Issuer adopted June 23, 1993,
authorizing the 1993 Bond. ‘

*Resotutions” means, collectively, the 1993 Resolution. and the Bond

Legisladon.

e



*Revenues” or "Gross Revenues” meaos all rares, rents, feas, charges or other
income received by the Issuer, or accrued to the Issuer, or any depariment, board, agency
or instrumentality thereof control of the management and operation of tie System, from
the operation of the Systerd, and all parts thereof, all as calculated in accordance with sound

accounting practicss.
"Gecretary” means the Secretary of the Governing Body.

"Systern” mmeans 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
pature, real oFf personal, fow Of hereafier owned, held or used in connection with the
warerworks system; and shall alsq include any and all additions, extensions, Improvements,
properties or other facilities at any time acquired or constructed for the waterworks system

of the Lssuer.

"Tap Fees” means the fees, if any, paid by prospective CUSIOMETS of the
Systern n order to connect thereto. '

Words importing singular number shall inchude the plural number in each case
and vice versa; words importing persens shall include firms and corporations; words
importing the masculine, feminine or neuter gender sball include any other gender; and any
requirement for execution of the Bond or any certificate or othe~ docurnent by the Chairman
shall mean that such Bond, cartificate or other document DAY 5e executed by an Actng

Chairran.




ARTICLET

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

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

[SIT



' o ARTICLE I

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BOND

N

Section 3.01. _Anthorization of Bond. Subject and pursuany to the
provisions of the Bond Legistation, the Bond of the Issuer, to be Known as “Water Revenue
Bond, Sexies 1995," is hereby authorized ta be issued in the principal amount of oot
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 asingle,
fully registersd Bond, nembered R-1, and <hall 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 anoum, 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 heretnafter set forth.

Section 3.03. Negotiability, R gistration, Transfer and Exchange of
Bonds. The Bond shall be and have all the qualities and incidents of 2 negotiable instument
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 baoks required to be kept pursuant to Section 3.04 bereof,
by the party in whose name it is registered, in person or by attorney duly authorized in
writing, upon surrender of the Bond fer cancellation, sccompanied 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 tansfzr, the Issuer
shall execute and deliver 2 DeW Bond or Bonds in authorized denominatiops, for a like
aggregate principal amount. The Registrar shall require the payment by the new ownel
requesting such mransfer of any tax Or other governrmental charge required to be paid with
respect to such wransfer, but the Issuer shall pay 2oy other expenses incwred by, the
Registrar with respect o such transfer. | jues:

No registration of tfansfer of the Band sall be permified o be made after the
15th day next preceding any installment payment date on the Bond.

Section 3.04. Registrar. The [ssuer shall be the Registrar and will keep,
or cause to be kept by its agent, at its office, sufficient books for the regismation and
mransfer of the Boad, and, upon presentation for such purpose, the Registrar shall, under
such reasopable regulations as it may prescribe, register the Bond imicdally issued pursuant



. hereto and register the transfer, or cause [o be registered by its agent, on such books, the
apsfer of the Bond as hereinbefore provided.

The Registrar shall accept the Bond for regiswation or transfer orly if
ownership thereof is 10 be registered in the oame of the Purchaser, an individual (including
joint ownership), 2. corporation, a parmership or 2 trust, and enly upon receipt of the social
securiry number of each individual, the faderal employer identificarion number of each
corporation of partmership or the social security mumbers of the settor and beneficiaries of
each trust and the federal employer idenrification mumber and dare of each trust and the
pname of the rustes of each trust and/or such other identifying number and information as
may be required by law. The Bond shall initially be fully registered as to both principal and
interest in the name of the United States of America. So long as the Bond shall be
registered in the name of the United States of America, the address of the Unired Siates of -
Arnerica, for registration puIposes shail be Federal Building, Roam 320, 75 High Street, ‘
Morgantow, West Virginia 26505-7500, or such other address as shall be stated in wridng
to the Issuer by the United States of America.

Section 3.03. Execution of Bond. The Bond shall be executed in the
pame of the Issuer by the Chairman and its corporate seal shall be affixed thereto and
attested by the Secretary. In case any one O MOre of the officers who shall have signed or
sealed the Bond shall cease to be such officer of the Issuer before the Bond so signed and
sealed have been actually sold and delivered, such Bond may nevertheless be sold and
delivered as herein provided anid may be issued 25 if the person who signed or sealed such
Bond had oot ceased to hold such office. Any Bond teay be signed and sealed on behalf

. of the Issuer by such person as at the actual time of the execution of such Bond shall hold
the proper office -1 the Issuer, although at the date of such Bond sach person may nothave
held such office or may Dot have been so authorized. ' '

Section 3.06. Bonds Mutilated, Destroyed, Stolen of Lost. In case the
Bond shall become murilated or be destroyed, stolen or lost, the Issuer may in its discretion
issue and deliver a new Bornd of like tenor 23 the Bond so mutilated, destroyed, stolen or
lost, in exchange and substitution for sich murilated Bond or in lieu of and substintion for
the Bond destroyed, stolen or lost, and upon the holder’s furnishing the Issuer proof of his
ownership thereef and complying with such cther reasonable reguiations and conditions 3s
the Issuer may require. The Bond so surrendered chall be canceled aod held for the account

of the Issuer. If the Bond shall have. marured of be about to mamre, instead of issuing a
cubstirute Bond the Issuer may pay the same, and, i <uch Bond be destroyed, stolea or fost,
without surrender thereof: :

Section 3.07. - Bond Secured by Pledge of Net Revenues. The payment
of the debt service of the Bond shall be secured forthwith by a first lien on the Net
Revenues derived from the System on a parity with the 1993 Bond, in additien to the
starutory mortgazs lien on the System hereinafier provided for as to the Bonds. The Net
Revenues derived from the System in an amount quficient o pay the principal of and

in



. iptersst on the Bond, and to make the payments as hereipafter provided, are hereby

jrrevacably pledged to the paymert of the principal of and interest on the Bond as the same
become due, all on a parity with the 1993 Bond.

Section 3.03. Form of Bond. Subject to the provisions herzof, the text
of the Bond and the other details thersof shall be of substantially the following tenor, with
such omissions, insertons and vadations as may be authorized or permitted hereby or by
any resolution adapted after the date of adopton hereof and prior to the issuance thereof:



(FORM OF BOND)

McDOWELL COUNTY -=P_I_J__BLIC SERVICE DISTRICT

WATER REVENUE BOND, ‘SERIES 1995

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

FOR VALUE RECEIVED, McDOWELL COUNTY PUBLIC SERVICE

DISTRICT (herein called "Borrower”) promises © pay to the order of the Urited States of
America (the "Govermment™), or s registered assigns, at its National Finance Office,
St. Louis, Missouri 63103, or at such other place as the Goveroment tmay hereafter
designate in writing, the principal sum of FIVE HUNDRED THOUSAND DOLLARS
(§500,000), plus interest oz the unpaid principal balance at the rate of 4.50% per anmum.
. The said principal and intersst 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 corzesponding day of each month for the first 24 months after
the date hereof, and $2,295, covering principal and interest, thercafter on said
corresponding day of each month, except that the final installment shall be paid ar the end
of 40 years from-the date of tis Bond, in the sum of the unpaid principal and imerest due
on the date thereof, and except that prepaymments may be made as provided hereinbelow.
The consideration herefor shall support amy agreement modifying the foregoing schedule of

payments.

If the total amcunt of the loan is not advanced at the time of loan closing, the
loan shall be advanced O Borrower 2s 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 artached hereto as a patt hereof.

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

Prepaymeits of scheduled installments, oI any portion ther=of, may be made
at any time at the option of Borrower. Refunds and extra payroents, as defined in the
regulatons of the Governrient according to the source of funds involved, shall, after
payrent of interest, be applied to the installments last to become due under this Bond and

shall not affect the obligaricn of Borrower 0 pay the remaining installments a5 schedulad

" herein.
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If the Govermmen? at aoy fime assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments © the Government as collecrion agent
for the holder.

While this Bood is held by an insured lender; prepayrments as above aurthorized
made by Borrower may, at the option of the Government, be remitted by the Government
to the holder promptly or, e€xCept for final payment, be retained by the Government and
remitted to the holder on either a calendar quartlex basis or an annual installment due date
basis. The effective date of every payment made by Borrower, except payuments retained
and reminied by the Government on aa anmual insailment due date basis, shafl be the date
of the United States Treasury check by which the Govermment Iemits the payment o the
holder. The effective date of any prepayment retained and remitted by the Government [0
the holder on an annual instatlment duc date basis shall be the date of the prepayment by
Borrower and the Government will pay the intersst 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 armount advanced or expended by the Government for the collection
hereof or 10 preserve Or protect any security herefor, or otherwise under the terms of any
gecurity or other instrument executed in copnection with the loan evidenced bereby, at the
option of the Govermment skall become a part of and bear interest at the same rate as the
principal of the debr evidenced hercby and be immediately due and payable by Borrowet
to the Governmment without demand. Borrower agrees to use the ican evidenced hereby '
solely for purposes authorized by the Government.

Borrower hereby certifies that it is unable to obwain sufficient credit elsewhere
to finance its actual needs at reasonable races and terms, taking into consideration prevailing
private and gooperative TaLes and terms in or near its community for loans for similar

purposes and periods of ume.

This Bond, together with any addirional bornds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of additions, extensions and improvements 1o the waterworks system (the "System") of the
Borrower, is payable solely from the revenues 1o be derived from the operaticn of the
System after there have been first paid from such revemues the reasonable current costs of
operation and maintenance of the System. This Bond does not 1n any MAORET constimte an
indebtedness of the Bogrower within the meaning of any copstimrional or starutory provision

or limitation.

Regiscratioh' of .this Bond is wansferable by the registered owner hereof in
person or by his, her or jrs attorney duly anthorized 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 currender and
canceilation of this Rond. Upon such tansfer a new Bond or Bonds, of aurthorized

13



depomdination ot denominations, for the lixs 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 pegodable insmument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of fegiswration hereof with the
Registrar. "

This Bond has beenl issued under.and in full compliance with the Constinttion
and statutes of the State of West Virginia, inchrding, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the =Act™), and a Resolution of the Borrower
aurhorizing issuance of this Bond (the *Resolution™)-

1f at any tme it shall appear o the Government that Borrower may be able 10
obtain a loan from 2 responsible coaperative or privaie credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, ar the
Government’s request, apply for and accept such loan in sufficient amount to Tepay the

Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuast i@ the Consolidated Farmers Hlome Rural Developmeént Act. This
. Rond shall be subject O the present regulations of the Government and to its fumure
regulagions oot inconsistent with the eXpress provisions hereof.

14



: This Bond is issued on 2 parity as to liens, pledge and source of and security
for payment, and in all other respects, with the 1993 Bond described in said Rcsuiuriou.'

IN WITNESS WHEREOF, McDOWELL COUNTY PUBLIC SERVICE
DISTRICT has causzd this Bond to be executed by its Chairman and its corporate seal to
be hersunto affized or imprinted hereon and atrested by its Secretary, all as of the date
hereinabove Writet.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT
(Mame of Borrower) '

(CORPORATE SEAL]

(Signature of Execurive Official)

Chairman, Public Service Board
(Title of Executive Official)

P.Q. BoxJ
(. O. Box No. ot Street Address)

. Coalwood. West Virginia 24324
(Ciry, State and Zip Code)

ATTEST:

(Signamure of Attesting Official)

Qecretary, Public Service Board
(Title of Execurve Official)




(Form of)

RECORD OF ADVANCES

AMOUNT DATE . ) AMOUNT DATE
(S5 | (h .3
AT 8y _$
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{9 S APATIR
TOTAL 3
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(Form of Assignment)

ASSIGNMENT

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

the  within - Bond and does hgfcby “revocably consttute and - appoint
. Attorney to transfer the said Bond

ration of the within Bond of the said Issuer with full power of

on the books kept for regis
substimurion in the premises.

Da:bd-: )

In the presence of:




' ARTICLE IV

~ SYSTEM REVENUES AND APPLICATION THEREQF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Secton 4.01. Establishment of Funds and-Accoums with Denository

—t p—F )

Bank. The following special funds or accoumts arc created and established with (or
continued if previously established by the 1593 Resolution), and shall be held by the
Depository Bank, separate, distinct and apact from all other funds or acccunts of the

Depository Bank and from each other:

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

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

(3)  Depreciation Reserve (established by the 1993 Resolution and continued
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 211 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
cast of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser. '

Uneil completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Project Cotstuction Account and pay to the Purchaser on of
before the due date, such sums a§'shall be from vime to time required to make the monthly
installments on the Bond if thete are not sufficient Net Revenues to make such monthiy

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

Project Construction Account shall be invested and reinvested at the direction of the [ssuer, -
ta the extent possible in accordance with applicable law, in Qualified [nvestments.

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

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

A. REVENUEFUND. Tbe entire Gross Reverues derived from the

operation of the Sysiem, and all parts thereof, anc all Tap Fees received, shall

~ be deposited as collected by the Issuer in the Revepue Fund. The Revenue

Fund shall constitute a trust fund for the purposes provided in the Resolutions

and shall be kept separate and distinet 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 ak any time on
deposit in the Revenue Fund shall be disposed of only in the following order
and priotity, subject to the provisions of Section 4.03B of the 1993 Resolution
not otherwise modified herein: '

(i) The Issuer shall first each month pay from the
moneys in the Revenue Fund 2ll current Operating Expenses.

(if) The Issuer shall pext, each month, on or before the
due date of payment of each installment on the Bonds, transfer
from the Revenue Fund and remit to the National Finance Office
designated in the Bonds (or such other place as may be provided
pursuant (o 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 issuc. All payments with
respect to principal gf-and interest on the Bonds shall be rmade
on an equal pro mia basis in accordance with the respective
aggregate principal amounts thereof outstanding and on a parity
with each other. -

(iii) = The Issuer shall next, each month, on each date that
payment is made as set forth in (i) above, transfer from the
Revenue Fund and reoit to the Depository Bank for deposit it
the Reserve Fund, 1/12th of 1/10th of the armount, 25 of the dat2



of calculaton, equal to the maximum aggIcgate amount of
principal and interest becoming due on the Bonds in amy year,

undil the amount in the Reserve Fund equals such rmaximumt
ammount (the "Minimum Reserve™). After the Minimum Reserve

has been accumulated in the Reserve Fund, the Issuer shalt
monthly deposit into the Reserve Fund such part of the moneys-
remaining in the Revenue Fund, after such provision for payment

of monthly installments on e Bonds and for payment of
Qperating Expenses of the System, 35 shall be requited to
maintain the Minimum Reserve in the Reserve Fund. Moneys

:n the Reserve Fund shall be used solely to make up amy
deficiency for monthly payments of the principal of and interest
on the Bonds to said Wational Finance Office (or other place

provided) as the sarme shall become due or for prepayment of
installments on the Bonds, ot for mandatory prepayment of the

Bonds as hereinafter provided, and for oo other purpose, oo an

equal pro rafa basis in accordance with the respective aggregate

principal amounts thereof outstanding and 0o a parity with cach

gther; provided, however, that when the Minimum Reserve has

been accumulated in the Reserve Fund, 2l earpings of .
invesments of moneys’ therein shall at least anpuaily be
ransferred to and deposited in the Revenue Fund.

- @v)y Thoe [ssuer shall next, each month, on each date that
payment is made 85 set forth in (i) above, wransfer from the
Revenue Fund and deposit in the Depreciation Reserve, the
monieys 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 23 shall be required to maintain such
amount therein, Moneys in the Depreciation Reserve shall be
used first to make up any deficiencies for monthly payments of
principal of and interest on the Bonds as the same become due,
and next to restore i the Reserve Fund any sum OF SUIS
mransferred therefrom, all on a pro R basis. Theteafter, and
provided thar payments into, the Reserve Fund are current and ia

accordance with the foregoing provisions, moneys in the
Depreciatiod Reserve may be withdrawn by the [ssuer and used
for extraprdinary repairs and for replacements of equipment and
i.mprovcmcﬁts for the System, Or any part thereof.

(v) Afteralithe foregoing provisions for use of moneys
in the Revenue Fund have peen fully complied with, moneys

' remaining therein and not permitted 0 be cetained therein, if any

-n



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

. Whenever the money in the Reserve Fund shall be sufficient to prepay
the Bonds in full, it shall be the mandatory duty,of the Issuer, anything to the
corurary hereln porwithstanding, to prepay the Bonds ar the earliest practical
date and. in accordance with applicable provisicns hereof.

The Depository Bank i< hereby designated as the Fiscal Agent for the
dministration of the Reserve Fund and the Depreciation Reserve herein
provided, and ali 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 waitten advice
stating the amount remitted for deposit into each such fund.

The Revenue Fund, the Reserve Fund and the Depreciation Reserve
shall constinite oust funds and shal] be used only for the purpases and in the
order provided herein, and until so used, the Purchaser shall have 2 lien
thereon for further securing payment of the Bonds and the inverest therecn, Dut
the Depository Bank shall not be a ustee as [0 such funds.

If on any payment date the Revenues aIe insufficient to make the
payments and transfers as hereinabove provided, the deficiency shall be made
up in the subsequent payments and iansfers in addirion to those which would
otherwise be fequired to be made on the subsequent paymuent dates.

Subject to the 1593 Resolution, the Depository Bank, at the direction
of the Issuer, shall kesp the moneys in the Reserve Fund and the Depreciation
Reserve invested and reinvested to the fullest extent possible it accordance
with applicable law, and to the exient practiczhle ; o Qualified Invesoments
having maturities consonant with the required use thereof. Invesunents in any
fund or account under ths Bond Legisiation shall, unless otherwise provided
herein or required by law be vatued 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 hotder, including value of accrued interest and giving effect to
the amortization of rdjscpum,_—o',r at par if such imvestment i held by the
» copsolidated fund” managed by the West Virginia State Board of Investments.
Any investment 4hall be held in and at all tines deemed a part of the fund or
account in which such moueys were originally held, and interest accruing
thereon and any profit or loss realized from such investment shall be credited
or charged to the appropriate #und or account. Subjectto the 1993.Resolution,
earnings UpOD MOREYS in the Reserve Fund, so long as the Mipimum Reserve
is on deposit and maintained therein, shall be paid annually in January into the
Revenue Fund by the Depository Bank.
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Cc. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank or tust company ipsured by FDIC as Depository Bank and
Fiscal Agent if the Depository Bank should cease for amy reason to Serve of
if the Governing Body derermines by resolution thar the Depository Bank ot
its successor should no longer serve a3 Depository Bapk.” Upon amy such
change, the Governing Body will cause potice of the change o be sent by
registered Of certified mail to the Purchaser.

D. USER CONTRACTS. The Issuer shall, prior ta delivery of the
Bond, provide evidence that thers will be at least 313 bona fide full-tire users
upox the Projsct oo completion, in full compliance with the requirements and
conditions of the Purchaser. :

E. CHARGES AND FEES. The Issuer sball remit from the
Revenue Fund to the Depository Bapk 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 ipsured by the maximum armounts insured by FDIC in any
of such funds or accounts chall at all' dmes 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 mumnicipal funds under the 1aws of

the State of West Virginia.

G. REMﬁANCES. All remittances made DY the Issuer to the
Depository Bank shall clearly identify the fund or account imto which each
arnount is to be deposited.

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




ARTICLE Y

GENERAL COVENANTS, ETC.

Section 5.01. General Statement, So long as the Bonds shall be
outstanding and unpaid, or undl there shall have been set apart in the Reserve Fund a sum
sufficient to prepay the entire principal of the Bonds remazining unpaid, together with
interest accrued apd to accroe thersan to the date of prepayment, the covenanis and
agrecrnents contained herein shall be and copstitute valid and legally binding covenants
berween the Issuer and the Bondhoider.

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 tirne whenever necessary, as will aiways provide Revenues
in each Fiscal Year sufficient 10 produce Net Revenues equal 10 not-less than 110% of the
anmual debt service on the Bonds and sufficient 1o 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 cuch 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.

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

Section 5.04. Issuance of Additional Parity Bonds or Obligations. No
addirional parity bonds or obligarions 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 covenanss and
agrees that it will, as an expense of construction, operation and maintenance of the System,
procure, ¢arry and maintain, so long as the Boad remains outstanding, insurance with a
. reputable insutance carTier or.carriers covering the following risks and in the following
amounts:

() Fir, .Lightrr'imsz, Vandalism, Malicious Mischief and Extended
Coyerage Insurdrice, to be procured upon acceptance of any part of the Project
feom the contractar, and immediately upon any portion of the System pow in
use, on all above-ground structures of the System and mechanical and

. electrical equipment in place or stored ot the site in an amount equal to the
full insurable vatue thereof, In the event of any damage to-or destruction of
any portion cof the Systera, the Issuer will promptly armange for the application
of the insurance procesds for the repair or reconsiruction of such damaged or
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destroyed pordon. The Issuer will itseif, or will require each contractor and
subcontractor ta, obtain and mainrain 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 mors persons injured or killed in one accident to protect the Issuer
from claims for bodily bijury and/or dearh, and not less than $200,000 10
protect the Issuer from claims for damage (o property of others which may
arise from the operation of the System, such insurance to be procured net farer
than the date of delivery of the Bond.

(c)  Vehicular Public Liability Insurance, in the event the Issuer awms
Or optrates any vehicle in the operation of the System, or in the event that any
vehicle not awned by the Issuer is operated at any time or tmes for the benefit
of the Issuer, with limits of not less than $500,000 for onz 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 1o praperty of others which may arise from such operation
of vehicles, such imsurance to be procured prior o acquisition or
commencement of operation of any such vehicle for the Issuer.

(d) Workers’ Compensation Coverage for All Employess of the
District Eligible Therefor and Performance and Pavment Bonds, such bonds
to be in the amounts of 100% of the construction confract, 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 commencernent
of comstruction of the Project in compliznce with West Virginia Code
Section 38-2-39. Workers' compensation coverige shall be maincained as
required by the laws of the State of West Virginia.

(¢}  Flood Insurance to be procured, t© the extent available at
rcasonable cost to ihe Issuer; however, if the System is located in a

community which has been notified as having special flood or mudsiide prone
areas, flood iosurance roust e obtained.

(6 Eidelity Bofrd” Will be provided as to &very member of the
Gaverning Body:and as to every officer and employee thereof having custody
of the Revenue Fund or of any revemues Of other funds of the Issuer in an
amount at least edual to the toral funds in the custody of any such person at
any ope time, and initially in the amount of $50,000 upon the treasurer,
provided, hawever, that o bond shall be required insofar as custody of the
Project Constriction Account is concerned so long as checks therson require
the signature of a representative of e Purchaser.
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(g) Provided, however, and in lien of and notwithstanding the
foregoing provisions of this Section, during construction of the Project and so
long as the Bond is outsianding, the Issuer will carry insurance and bonds or
cause insurance and bonds 10 be carried for the protection of the Issuer, and
during such construction will require each contractor and subcontractar o
carry insurance, of such types and in such amounts as the Purchaser may
specify, with insurance carriers or bonding companies accepubie to the

Purchaser.

Section 5.06. Sramtory Mortgage Lien. For the further protection of the
Holder of the Bond, a statory mortgage lien upon the System is granted and created by
the Act, which stamtory morigage 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 Holder of the 1993 Bord.

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

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

(b)  Failure to duly apd punctually observe or perform any of the
covenants, conditions and agreements a0 the part of the {ssuer contained in the
Bond or herein, of violation of or failure to observe any provision of any
pertinent law. ' '

Section 5.08. Enforcernent.” Upan the happening of any Event of Default
specified above, then, and in every such case, the Purchaser may proce=d to protect and
enforce its rights by an appropriate action in any court of competent jurisdiction, either for
the specific performance of any covenant Of agreement, OF execution of any power, or for
the enforcement of any proper legal or equitzble remedy as shall be deerned most effectuat
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 Lssuer and the System, The receiver 50
appoineed shall administer the System on behalf of the Issuer, shail exercise all the rights
and powers of the Issper with réspect 10 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 53.09. Fiscal Year; Budget. While the Bond is outstanding and
unpaid and to the extent ot now prohibited bY law, the System shall be operated and
maintained on a Fiscal Year basis commencing oD July 1 of each y=ar and ending on the

[
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following June 30, which period shall also constitute the budget year for the operation and
mmaintenance of the System. Not later than 30 days prior to the beginning of eacht Fiscal
Year, the Issuer agress to adopt the Ammual Budget for the ensuing year, and mo
expendirures 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 Anmual Budget shall be deliversd to the Purchaser
by the begiming of gach Fiscal Year.

If for any reason the [ssuer shall pot have adopted the Annual Budget before
the 1st day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month ta
mounth until the adoption of the Anmual Budget; provided, however, that no such monthly
budget sheli exceed the budget for the corresponding month in the next year preceding by
more than 10%; and provided further, that adoption of & Budget of Current Expenses shall
nat copstituce compliance with the covepant {0 adopt an Amnual Budget unless failure to
adopt an Anrual 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 amounr permitted by the Act. Payment
of any compensation to Iy 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 agy covenant or provision herecf. ' '

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 preparsd by
the Consulting Engineer on file with the Secretary on the date of adoprion hereof, subject

to permitted changes.

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

The Issuersshall, at least once a year, Cause said books, records and accounts
of the System to be properly mdited by an independent competent firm of certified public
accounrants acd shall miail -a-copy of such audit report to the Purchaser. The Issuer shall
further comply with the Act Wit respect to such books, records and accounts.

Section 5.13. Maintenance of Svstem. The Issuer covenants that it will
continuously aperate, in an economical end efficient mMARRET, and maintain the System as
a revenue-producing utility as herein provided so long as the Bood is putstand:ing.



Section 5.14. Ng Compegition. To the extenr legally allowable, the
Issuer will not permit competition with the System within it boundades or within the
territory served by it and will not grant or cause, consent to or allow the grantng of any
franchise, permit or other authorization for any person, firm, corporation, public or private
bedy, agency or instrimentality wharscever 10 provide any of the servicss supplied by the
System within the boundaries of the Issuer or within the terdtory secved by the System.



ARTICLE VI

RATES, ETC.

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

B.  There shall not be amy discrimination or differential in rates berween
costomers in similar clroumstances. :

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 len
on such premises of state, county, school and municipal taxes, as provided in the Act. The
Issuer shall have all remedies and powers provided undet 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 canse to be rendered any free services of
any pature by the System nor any of the facilities; and in the event that the Issuer or any
department, 2gency, officer or emplayee thereof should avail itself or themselves of the
services Or facilitiés of the Systern, the same fees, raes and charges applicable to other
customers receiving like services under similar circumstances shall be charged, such charges
shall be paid as they accTue, and revemtes 50 received shall be deposited and aceounted for
in the same manner as other Revenues of the Systern.

E.  The Issuer may require any applicant for any service by the System (o
deposit 2 reasonable and equitable amount to insure payment of all charges for the services
rendered by the System, which deposit shall be handled and disposed of under the applicable

+

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

E.  The Issuer, to the extent permired by law, will not accept payment of
any water bill from a customer served with walet and sewer services by the Issuer without
payment at the same uﬁ:tc of a sewer bill owed by such customer for the same premises.



Secrion 7.07. Covenam of Due procedure, Etc. The [ssuer coverants
that all acrs, condidons, things and procedures required to exist, to happen. 10 be performed
or to be raken precedent [0 and in the adoption of this Resolution do exist, have happened.
have besn performed and have been taken in regular and due time, forrn and manner as
required by and i full compiiance with the fa®s and Cogstiruron of the State of
West Virginia applicable theretd; and that the Chairmian, Secrerary and members of the
Governing Body werz at all times when aoy actions in cornection with this Resoluzion
occurred and are duly i office and duly qualified for such office.

Section 7.08. Effecrive Tims. This Resciuton shail take affect
Adopted: September 26, 1995.

immediately upon its adoption.
e £t

Chajrman of Public Service Board

Member

Member

Q9724195
MCPSDJ.A3
582180/93001
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McDOWELL COUNTY PUBLIC SERVIGE DISTRICT

RESOLUTION AUTHCRIZING THE ISSUANCE‘Qf”SBlE,OOO
WATER REVENUE BOND, SERIES 19§83, OF McDOWELL
COUNTY PUBLIC SERVICE DISTRICT, TC FINANCE
ACQUISITION AND CONSTRUCTION OF CERTAIN PUBLIC
SERVICE PROPERTIES CONSISTING OF IMPROVEMENTS AND
EXTENSIONS TO THE EXISTING WATERWORKS. SYSTEM AND
ALL APPURTENANT FACILITIES IN THE DISTRICT;
DEFINING AND PRESCRIBING THE TERMS AND PROVISIONS
QF THE BOND; PROVIDING GENERALLY FOR THE RIGRIS
AND REMEDIES AND SECURITIES OF THE HOLDER OF TRHE
BOND: AND PROVIDING WHEX THIS RESOLUTION SHALL
TAKE EFFECT.

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

ARTICLE T

- SIAIUTORY AUTHORITY, FINDINGS
_AND_DEFINITIONS

cecrion 1.0l. Auchoricy for TIhis Resolucion. This
Resolution is adopred pursuant Td the provisions of Chapter 14,
Arcicle 134 of the West Virginia Code of 1931, as amended (the vact™),
and other applicable provisions of law. McDowell County Public
Service Districc (the "Issuer*) is a public corporacion and public
service district and policical subdivision of <che State of
West Virginia in McDowell County of said Scace, duly created pursuant
o the Act by The Councy Commission of McDowall County.

crion 1,02. Findings and hetarminacions. Itz is hareby

Se ;

found, dectermined and declared ags=tollows:
i

AL The Issuer”now has a public warterworks syscem and
dasires to finance and iﬁtqgire. construcc, operace and maincain
certain additiemal public = service propercies consisting of
improvements and axctensions co such exiscing watarworks facilicies
with all appurtenant facilicies. wichin the boundaries of she [ssuer
to be owned and oparatad by the Issuar.

B, Tr is desped essentcial, comvenient and desizzbls for
che heslrh, welfare, safecy. advancage and convenience of The

B - L e emtmr metm oA



consiscing of approximacrely 34,000 lineal feec of discribucion linas,
a 100,000 gallon scorage tanic, a 1l5-gallon per minuce production and
treatmentc planc, valves, hydrants and meters‘”at Coalwond, and
approximately 24,750 lineal feec of discriburtion lines, a
100,000 gallon storage vank, an 84-gallon per minute production and
rreatment plant, valves, hydrancs and meters at Carectca, and akl
necessary appurtenant facilicles (che “Project*), particularly
described in and according to the plans and specifications prepared by
the Consulcing Engineer and herecefore filed in che affice af che
Secrecary cof the Public Service Board {rhe *Governing Body") of che

Tssuer. The existing warerworks facilicies of the Issuer, cogecher
with the Project and any further additions, extensions or improvemencs
thersto, are herein called che "System.” The acguisition and

conscruction of the Project and the financing hereby auchorized and
provided for are public purposes of che Issuer and are ordered for the
purpose of meecting and serving public convenience and necessicy.

c. The estimated revenues Co be derived in each year from
the operaticn of che System after completion of the Project will be
sufficienc te pay all the costs of the operation and maincenance of
the System, the principal of and interest on che Bond (as hereinafrer
‘defined) and all debt service, reserve fund and otcher payments
provided for herelin. ‘

D. The estimated maximum cOST of the acguisicien and
eonstruction of the Project is $3,365,800 of which 818,000 will be
obrained from the proceeds of sale of che Bond herein authorized.
5997,800 from a graﬁt by cthe Purchaser (as hereinafrer defined),
§750,000 from a grant by tha Department of Housing and Urhan
Development (Small Cicies Elock Granc chrough the 3Jtace of
West Virginia), and 5800,000 from a grant by the Econcmic Developmenc
suthority. '

E. It is necessarv for che Issuar to issue Lcs revenue
bond in cthe principal amountc of $818,000 co fipance a porction of the
cost of such acquisicion and construction in che manner hereinafcer
provided. The cost of such acQﬁf?TEion and construction shall tbe
deemad £eo include, wichour being limiced rco, che acquisition-amd
conscruction of <he Prqject: ‘the acquisitien of any necessary
propercy, real or parsonal; -or. incerast therein: interest on the Bond
prior to, during end for ¢ix. months afcer complecion of such
construction to the extent <chat ravenues of =he Syscem are not
sufficient tharefor; engineering and legal expensas; expenses for
escimacas of costs apnd ravenuas: expensas for plans. spacificatcicns
and surveys; and sucit othar aXxpansas 25 may 02 NAC2SSATY ©F incidental
va the acguisition and conscruczicn of ~che Froject and the fivmancing
riebawiwod hareby: providad rhaz, raimbursement ©0 the Issuar for any
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Costs of the Projact by the Issuer shall be deemed Costs of the
Projecrc,

"

F. The period of usefulnass ¢f the S?stem afrver complecion
of the Project is noc less than &0 years.

G. There are mo outstanding bonds or obligations of the
Issuer which will rank prior to or on a paricy wich che Bond as co
lien, pledge and/or source of and security for payment.

H. Ic is in che best incerast of the Issuer Chac che Bond
be sold co the United States Department of Agriculture, Farmers Home
Administration {the "Purchasar®), pursuanc to tha terms and provisions
of a letter of Conditions daced april 21, 1992, and all amendments
thereto, if any (collectively, the "Letrter of Conditiens"}.

- L. The Issuer has cemplisd wich all requirements of law.
relating to the authorization of cthe acquisition and cemnstruction of
the Project, cthe operation of the Systam, including, without
limication, the [mposition of races and charges, and the i{ssuance of
the Bond, or will have so complied prior te issuance of che Bond,
including, ameng other things and without limicacion, che consenc and
approval, pursuant to the Act and othar applicable provisions of law,
of the issuance of the Bond, the acquisiticn and conscruction of the.
Project and the imposicion of races and charges by che Public Service
Commission of West Virginia by final order, the rime for rehearing and
appeal of which have axpired or shall have been duly waived or
otherwise provided for.

Section 1.02. Bond Legislationm Constitutes Congract. Im
consideration of the acceptance of the Bond by those who shall be che
registered owner of the same from rime to time, this Resolution (Che
"Bond Legislation") shall be deemed cto be and shall constitute a
contract becween the Issuer and such Bondholder, and the covenants and
agreements set forth herein to be performed by the Lssuer shall be for
the benefit, proteccion and security of the registered owner of che
Bond. Nt el :

-"."‘ Ju. > - 2 Pd 4+ .
Secrion L.04. Defirmitions. The following carms snall have
the following meanings heérein unless che text otherwise expressly
raquires: : - :

“Acc" means Chanter 15, Arcticle 134 of the West Virginia
Coda of 1931, as amendad.

"gond” or "3onds” means che Watar Revenue Bonc. Serias 19%3,

auchorized hersby.




"Bond Legislaticn” or "Resolucion” means this Resolucion and
all resolutions supplemental hereto and amendatory hereof.

.

sChazirman® means the Chairman of the Governing Body.

"Consulring  Englneer®  means Scafford Consulrants,
Incorporated, Princeton, West Virginia, or any gualified engineer oz
" firm of engineers which shall at any cime hereafter be recained by the
Issuer as Consulting Engineer for the Syscem. ’

"Depository Bank" means Ameribank. ¥.A., War, West Virginia,
2 bank or trust company which is a member of FDIC (herein defined},
and irs successors and assigns.

"Facilitcies® or “wacerworks facilicies" means all’ the
vangible properties of the System and also any tangible propercies
which may hereafter be added to the System by additions, betrermencs,
exrensions and improvements chereco and propercties, furniture,
fixtures or equipment therefor. hereafter ac any time construcced or
acquired.

“FDIC" means the Federal Deposit Insurance Corporation.
"Fiscal Year” means each year beginning on July 1 and ending
on the succeeding June 3C.

wGoverning -Body" means che Publfc Service Board of the
Issuer. '

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

"Herein" ot "herein" means in this Bond Leglslacion.

"Issuer,” "Borrower" or *District" means McDowell County
Public Service Districc, 1in Je®TELl County, West Virginia, and
includes the Goverming Body.

"leccer of Conditions” means. collectively, the Lactcer of
Conditions of the Purchaser daced april 2L, 1992, andé all amendments
thereto, if any. '

nNer Revenues" means the balanca of che Gross Ravenues, as
defired beiow, remaining efter ¢zduccicn only of Ogeracing Ivnenses,



*Operacing Expenses” means the current expenseas, paid oy
acerued, of operation and malntenanca of tche Systen and Its
facilities, and iacludes, wichour limiring the generalicy of che
foregoing, insurance premiums, salaries, wages ‘and adminiscracive
expenses of the Lssuer relacing and chargeable solely co the Syscem,
rhe accumulation of appropriave rasarves for charges not annually
recurrent but which are sucn as may reasonably be- expectad ro be
inecurred, and such other reasonable operacing costs as are normally
and regularly included undar recognizsd accouncing pricciples and
retencion of a sum net To exceed 1l/6th of the budgered Operating
Expenses srated above for the curyent Year as working capical. and
language herein requiring paymentc of Cperating Expenses means also
ratention of nec ta excead such sum as working capital, provided chat
all monchly smortization payments upen rhe Bond and into the Reserve
Fund and Depreciacion Raserve have been made to the Last moathly
payment date prior To the date of such retention. )

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

wpurchaser® or "CGovernment' means Unicted Stares Departmenc
of Agriculture, Farmers Homs Adminiscracion, and any SUCCESSOr
thereof. ’

N

"Qualified "Investments" means and includes anv of the
followling: :

(a} CGovernmenc Qbligacions;

(b) Government Obligations which have been
stripped of ctheir utmatured interesC coupans,
interest coupons stripped from Government
Obligatious, and rTecelpts or certificates’
evidencing payments from Govermment Obligacions
or LIterest COUROTLS scripped from Government
oObligacions; .

e

') Bonds,, debenturas, notes oOF orher
evidences of indebrtedness igssued by amy of the
following agenci&g; Banks for Cooperatives:
Federal Intermediaca Credit Ranks: Federal Home
loan Bank Syscem; Export-Import BanX of the
United States: Federal tand Banks: Government
Marional Morcgags issociacion: Tennessee Vallay
suthericy; or Washington Hecropolirzan Area
Transic autherisy;



(d) Any bond, debencure, noce.
participation cercificace or other similar
obligacions issued by che Federal ~“Nacicnal
Mortgage Associacion cto  cthe extent  such
obligation is guaranteed by the Government
Nacional Mortgage Association or issued by any
ocher federal agency and backed by che full Eairh
and credit of the United Stactes of America;

{e) Time accounts " (ineluding accounts
evidenced by time certificaces of deposit, cime
deposits or other similar banking arrangemencs)
which, to the extent not inmsured by che FDIC
(hereinbefore defined) or Federal Savings and
Loan Insurance Corporation, shall be secured by a
pledge of Governmenc Obligations, provided, that
said Government Obligations pledged eicher musc
mature as nearly as practicable coincident witch
rhe maturity of said time accounts or must be
raplaced or increased so that the market value
thereof is always at least equal co the principal
amount of said cime accounts;

()  Money markec funds or similar funds
whose only-. assets are investmencs of the type
described in paragraphs (a) through (e) above;

(g) Repurchase agreements. fully secured by
invescmentgs of the cypes described in paragraphs
(a) chrough (e) above, wich banks or national
banking assoclacions which are members of FDIC or
with government bond dealers recognized as
primary dealers by the Federal Reserve Bank of
Hew York, orovided, shat said investments
securing said repurchase agreemencs eicher mustc
mature as nearly as praccicable coincident wich
the macurity of said-aeefrrchase agreements oOT
must be replaced or increased so chat the market
value cheresof i§ always ac least equal co che
principal amounc rof said repurchase agreemencs.
and provided further that che holder of such
repurchase agrezment shall nave a prior perfacced
securicy interest in <he collateral cherefor.
must have {or its azent must have) possassion af
such collateral, and such collazaral must be fraz

of aill claims by chirzd parties]



: (h) The West Virginla "consolidated fund®
managed by the Westc Virginla State Board ef
Investments pursuant to Chapter 12, Article & of
the West Virginia Code of 1931, as anended; and

(1} Obligations of Scates or political
subdivisions or agencles thereof, the interest on
which is excluded from gross lncome for federal
income tax purpeses, and which are Tated at
least "A"™ by Moody’'s Investors Service or
‘srandard & Poor’s Corporacion.

"Reglstered Owner,” "Bondholder,” "Holder eof the Bond™ or
any similar term means any person who shall be the reglstered owner of
the Bond.

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

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

’

"Secretaryf'meaﬁﬁ the Secretary of the Governing Bedy.,

"System”. means the vaterworks of the Issuer as improved,
extended, enlarged and expanded by the FProject, and includes the
complete waterworks system of the Issuer and all waterworks facilicies
owned by the Issuer and all faclilities and other property of every
nature, real ot personal. now or hereafter owned, held or used in
connection with the waterworks system; and shall also Iinclude any and
all additions, extenslions, 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

customers of the System in ordéf to conneckt thereto.
e .

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 imperting the masculine,
feminine or neuter gender shall inelude any other gender; and any
requirement for execurion of the Bond or any certificace or other
document by the Chairman shall mean that such Bond, certificate or
orher document may be exacuted by an Acting Chalirman. -

7.



ARTICLE IT

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorizationof acguisition and Conscruccion
of the Project. There is hereby suthorized the acquisition and
conscructicn of the Project, at an escimaced cost of $3,363,800, in
accordance with the plans and specificacions which have been prepared
by the Consulcting Engineers, hereccfore filed in cthe office of che
Governing Bedy. The prosesds of vhe Bond hareby authorized shall be
applied as provided in arcicle IV hereof.

AT
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ARTICLE 117

AUTHORIZATION, TERMS. EXECUTION,
REGISTRATION AND 1SSUE OF BOND

Secrion 1.01. Authorization of Bond. Subject and pursuant
to the provisions of the Bond Legislatrien, the Bond af che Issuer, to
be known as "Water Revenue Bond, Series 1933," is hereby aucncrized ta
be issued in che aggregace principal amounc of nat exceeding $818,000
for the purpose of financing a portion of the cost of the acquisitcion
and comstruccion of the Project.

Section 3.02. Descriotiom of Bond. The Bond shall be
issued in single form, qumbered R-1, only as a fully regiscered Band,
and shall be daced the date of delivery thereof. The Bond shall bear
ipterest from the date of delivery, payzble monchly at the rare of 5%
per apnum, and chall be sold for che par value thersof.

The Bond shall be subjectC Co prepayment of scheduled monchly
installments, or any portion thereof, ac the option of che [ssuer. and
. shall be payable as provided in the Bond form hereinafcer set forch.

Section 3.03. MNegotiability, Regisrracion, Traosfer and
Exchange of Baonds. .The Bend shall be and have all che qualicies and
incidents of a negotiable instrument under the Uniform Commercial Code
of the Stace of West Virginia, buc che Bond, and the right to
principal of and stated interesct on the Bond, may only be cransferred
by transfer of the ragiscracion thareof upon the baaks required to be
kept pursuant o Seccion 3.04 hereof, by the party in whose name it is
registered, in person or by atcorney duly authorized in writing, upen
surrender of the Bond for cancellacion, accompanied by delivery of a
written inscrument of transfer, duly axecuced {n a form acceptable cto
the Regiscrar. '

Wnenever the Bond shall be. surrendered for regisctracion of
transfer, the Issuer shall execugawatdd deliver a new Sond or Bonds in
auchorized denominations, for a like aggregate principal amounc. The
Registrar shall require the payment by the new owner requescing such
cransrer of any tax or other govermmental charge required 2o be paid
with respect to such cransfer. out che Issuer snall pay any other
expenses incurred by che Regis:far wich respect to such transfer.

No regiscration of sransfer of the Bond shall be permicted
co be madz afcar che l3th cday next praceding any inscallment payment
date on the Bond.



Section 3.04. Registrar. The Issuer shall be che Regiscrar
and will keep, or cause Co be kepc by ics agenc, ac ics office,
sufficiant books for the ragistraction and rransfer of the Bond, and,
upon presenctation for such purpose, cthe Reglstrar shall, under such
roasonable regulations as ic wmay prescribe, register che Bond
initially issued pursuant hereto and register the ctransfer., or cause
to be registered by its agent, on such bocks, cthe cransfer of the Bond
as hereinbefore provided.

The Registrar shall accepc the Rond for regiscracion or
transfer only if ownership thereof is co be regiscered in che name of
the Government, an individual (including joinc ownership), a
corporation, a partnersiip or a trusc, and only upen receiptc of che
social security number of cach individual, .the federal employer
jdentification number of gach corporation or parcnership or the social
securicy numbers of che setclor and beneficiaries of each tzusc and
the Faderal employer identificacion aumber and dace of each crust and
the name of the truscee of sach crust and/or such ocher identifying
number and informacion as may be required by law. The Bond shall
initcially be fully regisctered as to boch principal and incerest in che
name of the Unitad States of America, Farmers Home Administration. So
long as the Bond shall be regiscered in cthe name of che Uniced Scaces
of America, Farmers Home Adminiscracion, che address af che
Uniced States of - America, Farmers Home Adminiscracion, for-
registration purposes shall be Federal Building, Room 320, 73 High
Streec, MoTrgantown, West Virginia 26505-7500, or such other address
as shall be staced in writing to che Issuer by the United Staces of
America, Farmers Home Adminiscracion.

Secrion 3.05. Execuction of Bond. The Bond shall he
executed in the name of the Issuer by the Chairman and its corporate
ceal shall be affixed therero and atcestad by che Secretary. In case
any one or more of the officers who shall have signed or sealed the
Bond shall cease Co be such officer of the Issuer before che dond se
signed and sealed have been actually sold and delivered, sucn Bond may
asvercheless be sold and delivered 'as herein provided and may be
issued as if che person %ho sigﬁ?ﬁdg?'sealed_such Bond had not ceased
to hold such office. Aﬁ}nﬁond may be signed and sealed on behalf of
the Issuer by such person;?s ac the actual cime of che execucion of
such Bond shall hold che proper office in the Issuer, althougn at the
dare of such Bond such person mav not have held such office or may not

have been so aucthorized.

Seccion 3.06. Bonds Mutilated, Descroved, Scolen or Lost.
Tq case che Bond shall become mucilazed or be descroyad, stolen ar
lost, cthe [ssuer may in ics discrecion issue and daliver z new 3ond of
L . .. na Rond so mucilafed. descroyed, stolen or lostc, in

[=8




substiturion for the Bond descroyed, stolen or lost, and upon che
holder's furnishing cthe Issuer proof of his ownership chereci and
complying with such ocher reasonable regulations, and condicions as che
Issuer may require. The Bond so surrandered shall be cancelesd and
held for the accounc of the Issuer, If che Bond shall have macured or
be abour to mature, instead of issuing a subscticute Bond the Issuer
may pay the same, and, if sueh Bond be destroyed, stolen or lesc,
withour surrender therecf.

Secrion 3.07. Bond Secured by Pledge of Net Revenues. The
payment of che debr service of the Bend snall be secured forchwich by
a first lien on the NHet Revenues derived from the Syscem, in addicioh
to the scarutory mortgage lien on che System hereinafter provided.
The Net Revenues derived from the System in an amount sufficient co
pay the principal of and interest on che Bond, and ro make the
paymencs Aas hereinafrer provided, are hereby irrevocably pledged to
the payment of the principal of and incerest om the Bond as che same
become due,

Secrion 1.08. Form of Bend. =~ Subject ro the provisions
hereof, the text of the Bond and the acher decails thereof shall be of
subscantially che following tenorT, wich such omissions, insertions and
variacions as may be authorized or permitted hereby  or by any
resolution adopted-after the dare of adopcion hereof and prior tc the

issuance thereof:

i,



(FORM QF BOND)

McDOWELL COUNTY PUBLIC SERVICE_DfSTRICT

WATER REVENUE BOND, SERIES 1993

$318,900

No. R-1 ) Date:

FOR VALUE RECEIVED, McDQWELL COUNTY PUBLIC SERVICE DISTRICT
(herein called *Borrower") promises to pay to the order of zhe Uniced
States of America, Farmers Home Administracion (the "Government"), or
its registered asgipgns, at 1lts National Finance Cffice, St. louisg,
Missouri 63103, or at such other place as the Govermment may
hereafter designate in writing, the principal sum of EILGHT HUNDRED
EIGHTEEN THOUSAND DOLLARS ($818,000), plus incerest on the unpaid
principal balance at the rate of 5% per annum. The said principal and
" jnterest shall be paid in the following inscallments on the following
dates: Monthly installments of interesc only, commencing 30 days
following delivery of che Bond and continuing on che corresponding day
of each monch for :hé first 24 months afver the date hereol, and
$4,017, covering principal and inceresc, chereafcer on said
corresponding day of each monch, except that che final inscallment
shall be paid at the end of 40 years from che date of this Bond, in
the sum of rhe unpaid principal and interest due on che date thereof,
and except chat prepayments may be made as provided hereinbelaow. The
consideration herefor shall support any agreement modifving the
foregoing schedule of payments.

If the total amounc of the loan is not advanced at the cime
of loan closing, the loan shall be advanced to Borrowsr as requested
by Borrower and approved by the Govermment and inceresc shall accrue
on the amount of each advance f+of~its actual dacte as shown on cthe
Record of Advances actached hereto as a part hereof.

Every payment ﬁﬁde‘on any indebtedness evidenced by this
Bond shall be applied firsc Co incerasc computed to the effective dace
of the payment and then to'principal.

Prepayments of seheduled inscallmencs, or any porcion
thereof, may bes made at zny ciae at the option of Borrower. Rz funds
and excra pavments, as definad in che ragulacions of cthe Farmers Home
sAmimicr-arion according To The source of funds involved, shail . afrer

ER



under this Bond and shall not affect the obligacion_of Borrower tTo pay
the remaining inscallments as scheduled herein.

If che Governmment at any time assigns this Bord and insures
the payment chereof, Borrower shall concinue cto make payments co che
Government as collection agent for the helder.

While this Bond is held by an insured lender, prepavmencs as
above authorized wmade by BRorrower may, at the option of the
Coverrnmenc, be remitred by the Covernment to the holder preomptly or,
except for final payment, be retained by the Government and remitred
to cthe heolder on eicher a calendar gquarcer basis or an annual
inscallment due date basis. The effecrive date of every payment made
by Barrower, eXxcept payments retained and remitted by cthe Government
on an annual installment due dace basis, shall be the darte of the
United States Treasury check by which the Governmeat remits che
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 che date of the prepayment by Borrower and che
Goverrment will pay the interest =to which the holder is entitled
accruing between the affective date of any such prepayment and the
date of the Treasury check to the holder.

Any amount advanced or expended by the Govermment for the
colleccion hereof or .Ldo preserve or protect any security herefor, or
otherwise under the terms of any security or other instrumenc executed
in comnection with the lean evidenced hereby, at the opctiom of che
Govertment shall become a part of and bear interest at the same rate
as the principal of che debt evidenced hereby and be immediately due
and payable by Borrower tO the Governmenc without demand. Borrower
agrees To use the loan evidenced hereby salely for purposes authorized -
by the Government. '

Borrower hereby cercifies chat ic is unable £o obtain
sufficient credit elsewhere to finance ics actual needs at reasonable
rates and terms, raking inte consideracien prevailing private and
cooperative rates and cerms in.gaenéar 1lCs community for loans for
similar purposes and. periods of time. g

This Bond, together with any addirional bonds ranking on.a
parity herawith which may be issued and outstanding fer che purposs of
providing funds for financing costs of additions, exctensions and
improvements CO the waterworks system (che tgyscem”) of the Borrower.
is payabla solely from the rsvenuss ta b2 darived from the oparation
of the Syscem after thers Wave beaan firsc paid from such ravwesnuas Che
raasonabls current COSLS of operaticn and maintenance of the Swyscem.

“his Bond dees not in any wanner constlizucs an iaqdebradrness of ths




Borrower within the meaning of any constitutiomal or statucory
provision or limitatien. )

Registration of this Bond is rraansferable by the registered
owner hereof in person or by his, her or its attorney duly authorized
in writing, at the office of che Borrower, as Registrar, buc only in-
rhe manner, subjecc to -the limitacions and upon payment of the
charges, if any, provided in che herein defined Resolutioa and upon
surrender and cancellacion of chis Bond. Upon such transfer a naw
Bond or Bonds, of auchorized denomination or denominacions, for che
like principal amount, will be issued to cthe cransferee in exchange
herefor. ’

This Bond, under che provisions of the act, is and has all
the gqualities and incidents of a negotiable instrument under the
Uniform Commercial Code of the Stace of West Virginia, bur may only be
transferred by transfer of registration hereof with the Regiscrar.

This Boud has besen issued under and in full compliance with
rhe Constitucion and staturtes of the State of West Virginia,
including, among others, Chaprer 16, arcricle l3a of the Wesc Virginia
Code, as amended (che *act”y, and a Resolucion of the Borrowar
aurhorizing issuance of this Bond (che "Resolution”).

1f at any-.time it shall appear to rhe Government Chat
Borrower may be able to obtain a loan from a responsible cooperative
or privace 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 lean in sufficientc
amount to repay the Govermment.

This Bond is given as evidence of a loan to Borrower made or
{nsured by the Government pursuant to the Consclidated Farmers Home
Rural Developmenc Act. This Bond shall be subject to the present
regulations of the Farmers Home Administration and to ics [uture
regulations not inconsistenc with cthe express provisions hereof.
rp




IN WITNESS WHERECF, McDOWELL CoOUNTY PUBLIC SERVICE DISTRICT
has caused this Bond to be exescuced by ics Chairman and its corporate
seal to be hereunco affixed or imprinced hereon and acctesced by ics
Secrecary, all as of the date hereinabove writtén.

McDOWELL COUNTY PUBLIC SERVICE DISTRICT
(Name of Borrawer)

[CORPORATE SEAL]

(Signature of Executive Qfficial)

Chairman, Public Service Board
(Ticle of Executive Official)

P.O0. Box 8
(P. 0. Box No. or Street Address)

War, West Yirginia 74897
{Cicy, State and Zip Code}

ATTEST:

(Signacure of Actesting Qfficial)

Sacretary, Public Sarvice Board
(Ticle of Execucive Official)




{Form of}

RECORD OF ADVANCES

AMOUNT DATE __ AMOUNT DATE
(1) S 6y .3
(2) S (1)_s
(3% S (8) S
(43 S5 {8y §
(5) S (10) S
TOTAL S,




[Form of assignmentc]

ASSTCGNMENT

FOR VALUE RECEIVED che undersigned sells. assigns, and
rransfers unte

the within Bond and does hereby irrevocably congtituce and appeint
_ , Attormey U6 ctranster

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

of the said Issuer with full power of suhscirucion in che premises.

DatEd: 1

In the presence of: T




ARTICLE TV

SYSTEM REVENUES AND aPPLICATICN TgEREOF;
DISPOSTITION OF BOND PROCEEDS; FUNDS aND ACCOUNTS

Secrion &.01. Establishment of funds apnd Agrounts wich
Depository Bamk. The following special funds or accounts are creaced
and established with, and shall be held by, the Depositery Bani,
separacte, distinct and apart from all ocher funds or accounts of the
Depository Bank and from each ocher:

{1} Revenue Fund;

{2) Reserve Fund;

(3} Depreciation Reserve; and

(&) Projecct Constructcion Account.

Secrtion 4.02. Bond Proceeds: Proiect Conscrucrtion ACCOUNET.

*The proceeds of the sale of the Bond shall be deposited upon receipt
by the Issuer in the Project Comstruction Account. The momnevs in che
Project Construction Agcounc in excess of che amount insured by FRIC.
chall be secured at all times by the Depositery Bank by securicies or
in a manmer lawful for the securing of deposits of Srate and municipal
funds under West Virginia law. Moneys in the Project Conscruction
Account shall be expended by the Issuer solely for the purposes
provided herein.

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

Uncil complecion of acguisicion and construccion of che
Project, the Issuer will addicionally transfer from the FProjecc
Construction Account and pay co-srHE"Purchaser on or before cthe due
dacte, such sums as shall be from time t€o time required to zake the
mouthly installments on the Bond if cthere are not sufficianc Met

Revenues co make such monthly payment.

Pending applicazion as provided in chis Section &.02, money
and funds in the Frojecc Construction Account shall be invesced and
reinvescad at che direcclen of the Issuer. zo the extent possible in

sccordance with applicable law. in Qualified Investments,

-

o iaieinm and cnnscruccion of cthe Project nas baan
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payment has been made, any balance ramaining in che FPrecjecc
Construction Account shall be disposed of in accordance with the
regulations of the Purchaser. o

Secrion 4.03. Covenants of the Issuer 25 L& Svsrer Revenues
and Funds. So long as the Bond shall be outstanding and unpald, ot
uncil there shall have heen secr apart in che Reserve Fund. a sum
sufficient tTo pay, when due OT 3T the earliest practical prepaymenc
dace, cthe encire principal of che Bond remzining unpaid, togecther wirch
jnterest accrued and ro accrue therson, che Issuer furcher covenants

with cthe holder of the Bond as follows:

A, REVENUE FUND. The encire Gross Revenues derived
from che operacion of the System, and all partcs therecf, and
all Tap Fees received, shall be deposiced as collacced by
the ILssuer in the Revenue Fund. The Revenue Fund shall
constiruce a crust fund for the purposes provided herein and
shall be kept separacte and distiner from all ocher funds of
the Issuer and the Depository Bank and used enly for the
purpeses and in che manner provided:herein.

B. DISPOSITION OF REVENUES. All Revenues ac any time
on deposic in the Revenue Fund shall be disposed of only in
the following order and priorircy:

(i) The Issuer shall first. 2ach monch pay
from the moneys in the Revepnue Fund all current
Operating Expenses.

(ii) The Lssuex shall next, on or before the
due dace of payment of each installmenc on che
Bond, cransfer from the Revenus Fund and remic to
che Nactional Finance Office designated in Cche
Rond (or such other place as may be provided
pursuant to che Bond), cthe amount required co pay
rhe incerest on the Bond, and o amortize the
principal of the Rond0Fe?® che life of the Bond
issue. . )

(1ii) The iﬁéqgr shall cext, on each date
rhat payment is made as sec forch inm {ii) above,
rransfer from ché Revenue Fund and remit co che
Depository Bank for deposit in the Resarve Fund,
1/12th of 1/10th of che amount, =35 of che date of
caiculaction, e&gual to rne maximum amount of
principal and Iinterest wnich will become due on

’ " oo e waAmE v il sha amount in che



sMinimum Reserve®). Afrar the Minimum Reserve
has been accumulated in the Reserve Fund, the
Issuer shall monthly deposit inta the’ Reserve
Fund such part of the moneys remaining in the
Revenue Fund, after such provision for payment of
monthly installments on the Bond and for paymenc
of Operating Expenses of the System, as shall be
required to maincain the Minimum Reserve in the
Reserve Fund. Moneys in the Reserve Fund shall
be used solely co make up any deficiency for
monchly payments of the principal of and incerest
on the Bond to sald Nacicnal Finance Office (or
other place provided) as the came shall became
due or for prepayment of installmencs con the
Bond, or for mandatory prepayment of the Bond as
hereinafter provided, and for no other purpose;
provided, however, chac when che Minimum Reserve
has been accumulared in the Reserve Fund, all
earnings of investments of moneys cherein shall
at least annually be cransferred to and deposited
in rhe Revenue Fund and used for prepayment of
rhe principal of the Bond.

(iv) -The Issuer shall next, on gach data
that payment, is made as set farth in (1i) above,
transfer from the Revenue Fund and deposit in che
Depreclation Reserve, the moneys remalning in che
Revenue Fund and not permitted O be retained
therein, until there has been accumulated in the
Depreciation Reserve the aggregate sum of
§168,000, and rhereafter such sums as shall be
required to mainrain such amount therein. Moneys
in tha Depreciation Reserve shall be used firsz
to make up any deficiencies for monchly payments
of prinecipal of and interest on che Bond as the
same hecome due, and next e restore to the
Reserve Fund any sdif” or sums transferred
tharefrom. “Thereafter, ang provided cthat
payments into th?iReserve-Fund azre current and in
azcordance withﬁthg“foregoing provisiens, moneys
{a the Depreciaticn Reserve, nay be withdrawn by
the Issuer and used for extraordinary repairs and
for replacements of equipment and Lmprovemencs
fgr the Syscem, oT any parc chereol.

{v) Afrer all the foragoing provisions for
- f . min Gasramna frimd have bzan fully



permitted <to be recained therein, if any
{"Surplus Revenues"), may be used COo PpIepay
instaliments of the Bond or for any lawful
purpose.

~e

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

The Depository Bank 1s hereby designated as the Fiscal
Agent for the adminiscration.of rthe Reserve Fund and cthe
Depreciacion Reserve herein provided, and all amouncs
required for the Reserve Fund and the Depreciation Reserve
will be deposited therein by the Issuer upon crransfers 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 Depreciacion
Reserve shall constitute trust. funds and shall be used only
for the purpeses and in the order provided herein, and uncil
so usad, the Purchaser shall have a lien thereon for furrther
securing payment of the Bond and the loterest thereon, but
the Depository -Bank shall not be a trustee as to such funds.

1f on .any payment date the Revenues are insufficienc to
make the payments and transfers as hereinabove provided, the
deficiency shall be made up in the subsequent payments and
transfers in addicien o those which would otherwise be
required to be made on the subsequent payment dates.

The Depesitory Banmk, at the direction of the Issuer,
shall keep the moneys “{n che Reserve Ffund and the
Depreciation Reserve invescted and reinvested te the fullest
extent possihle in accordance .with applicable law, and to
the extent practicable.,jghr&uaiified Invescments having
maturitias consopant with the required use thareof.
Investments in any fund or account under this Bond
Legislacion shalll” funless otherwise provided herein or
required by law, be valued at the loweT of cost or the then
currenc market value; or at the redemption price thereof if
then redeemable at the option of the holder, including valua
of accrued interest and giving effecrc to the amortization of
discount, or at par if such investment 1is held by che
"consolidatad fund” managed by Che Wast Virginia Stace Board
AF Trusctmanrs,. Any lovestmant shall bs held in and at all



times deemed a part of the fund or account in which such
moneys were originally held, and ingerest accruing thereon
and any profit or loss realized from such investment shall
be ecredited or charged to the appropriate fund ar account.
Earnings upon moneys in the Reserve Fund, 'so leng as the
Minimum Reserve is on deposit and maintained therein, shall
be paid annually in January into the Revenue Fund by che
Depasitory Bank and used for prepayment af the principal of
the Bond.

c. CHANGE OF FISCAL AGENT, The Issuer may designate
another bank or trust company insured by FDIC as Depository
Rank and Fiscal Agent if the Depasitory Bank should cease
for any reason Lo seive or if rhe Governing Body derermines
by resolution chat cthe Depository Bank or 1ts successor
cshould no lenger serve as Depository Bank. Upon any such
change, the Governing Body will cause notice of the change
to be sent by registered or cercified mail to the Purchaser.

b, USER CONTRACTS. The Issuer shall, prior ro
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 ILssuer shall remit from che
Revenue Fund to.Che Depository Bank such additional sums as
shall be necessary to pay the charges and fees of the
Depository Bank. then due.

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

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

u.  CROSS PEVENUES. The Gross Revenues of the Syscem
shall only be used for purpases of the System, .



ARTICLE V

GENERAL COVENANTS, ETC.

b

x

Section 5.,01. General Starement. So long as the Bond shall
be oucstanding and unpaid, or until therxe shall have been set apart in
the Reserve Fund a sum sufficilent to prepay the encire principal of
the Bond remaining unpaid, together wich interest accrued and to
accrue cherson to the dace of prepayment, the covenants and agreements
concained herein shall be and constiture wvalid and legally binding
covenants between the Issuer and the Bondholder.

Sectiomn 5.02. Rates. The Issuer will, in the wmanner
provided in the Act, fix and collect such races, fees or other charges
for the services and Facilicies of the System, and xevise 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 inte the Reserve Fund and che”
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 nat be reduced so as to be insufficient rto
provide adequate Revenues for such purposes.

Seccion .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.

Secrion 5.04. Issuance of Addicional Parity Bonds or
Obligations. Nao additional parity bends or obligacions payable out of
any of che Revenues of the System shall be issued, except with the
prior written consent of the Purchaser.

Secrion 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 oudstinding, insurance wich a repurable
fnsurance carrier or carriers covering the following risks and Ln the

following amounts:

(a} Fire, gfghtning, Vandalism, Mzliclous
Mischief and Exrtended (overage Insurance, to be
procured upon acceptance of any part of the
Froject from the contractor, and immediately upon
any portion of cthe System now in use, on all
above-ground §LTUCTULES of the Systsm and
mechanical and eleccrical egquipment in place or




scored on che site in an amount equal to the full
insurable value thereof, In the eventc of any
damage to or destruction of any portion c<f che
System, the Issuer will promptly arrange for the
application of the insurance proceeds for the
repalr or reconstruction of such damaged cr
destroyed portion. The Issuer will ieself, or
will require each contractor and subcontCractor
to, obtain and maintain builder’s risk insurance
to protect the interests of the Issuer during
conscruction of the Project in the full insurable
value thereof.

{b) Public Liabilictw Insurance, with limics
of net less than 5500,000 for onme or moreé persons
injured or killed in one accident to protect the
Tssuer from claims for bedily injury and/or
death, and not less than $200,000 cto protect the
tssuer from claims for damage to property of
others which may arise from the operation of the
System, such insurance to be procured not later
than the date of delivery of the Bond.

(c) ¥ehlcular Public Liability Insurance,
in the event the Lssuer owns or operates any
vehicle in .the operatien of the System, ©¥ in the
avent that any vehicle not owned by the Issuer is
operated at any time or times for the benefic of
the Issuer, with limicts 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 {ssuer Efrom 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' Compdnsation Coverage for all
Employees of The District Eligible Therefor and
Performance and Payment Bonds, such bonds to be
in the amounts' of 100% of the construction
contract, will be . required of each prime
conmtractor, and such payment bonds hava been or
will be filed with the Clerk of the <Counzy
Commission of said County prior fo commencement
of construction of the Projecc in compliance with
West Virginia Code Seccion 38-2-39, Workers'

" mammancarian coveragsz shall be maincained as



required by the laws of che Stacte of
West Virginia.

(e) Flood Insurance to be procured, co the
extent available at rezasomnable costc co the
Issuer; provided however, If the System 1is
located in a communicy which has been nocified as
having special flood or mudslide prome areas,
flood insurance must be obcained.

(F) Fidelitvy Bopds will be provided as to
every member of cthe Governing Body and as to
every officer and employee thereof having cuscody
of the Revenus Fund or of any revenues or other
funds of the Issuer in an amount at least equal
tc the total funds in the custody of any such
person at any one ctime, and inicially in the
amount of 550,000 upon the treasurer, provided,
however, that me bond shall be regquired insofar
as custody of the Project Construction Account is
concerned so long as checks thereon require the

. signature of a representative af the Purchasar.

. (g) Preovided, however, and in lieuw of and
nocwithstanding the foregoing provisions of this
Section, during construction of che Project .and
so long as the Bond is outsranding, the Issuer
will carry insurance and bonds or cause insurance
and bonds to be carried for cthe protection of the
Issuer, and during such comstruccion will require
gach contractor and subconCracter Cto cCarry
insurance, of such cypes and io such amouncs as
the Purchaser may specify, wich insurance.
carriers or bonding companies accepctable To Che
Purchaser.

Seccion 5.06. . StatucorgeMercgase Lien. For the further
protection of the Holder 'of che Bond, a4 sTtatutoly MOTCTEage lien upon
the System is granced and E%Eacgd'by'che Act, which statucory morcgage
lien is hereby recognized dnd declared co be valid and binding and
shall cake effect immediataly-upon the dalivery of the Bond.

Secrion 5.07. Events nf Dasfault. Each of che following

it

events is hereby declared an “"Event of Default




{b) Failure duly and punccually Co observe
or perform any of the covenants, condicions and
agreements aon the part of che Issuer comtained in
the Bond or herein, or violation of or failure co
observe any provision of any pertinenc law.

Secrion 5.08. Enforcement. Upon the happening of any Evenc
of Default specified above, then, and in every such case, che
Purchaser may proceed zo protect and enforce 1iTs righcs by an
appropriate action in any courc of competent jurisdiceion, eicher for
the specific performance of any covenant or agreement, or execution of
any power, or for the enforcemenic of any proper legal or eguitable
remedy as shall be deemed masc affeccual to protect and enforce such
rights,

Upon application by che Purchassr, such court may, upen
proof of such defaulc appoint a receiver for the affairs of the Issuer
and the Syscem. The receiver so appointed shall adminiscer cthe System
on behalf of the Issuer, shall exercise all che rights and powers of
the Issuer with respect cto the System, shall proceed under che
direction of the court to obtain authorization to increase races 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, courc may
direcrt. : ’

Section 5.09. Fiscal Year; Budget. While che Bond is
outstanding and unpaid and to che exctenc not nowW prohibited by law.
the System shall be operacsd and maincained on a Fiscal Year basis
commencing en July 1 of each year and ending on the following June 30,
which period shall also comscitute the budget year for the operacion
and maintenance of the System. Not laver chan 30 days prior to the’
beginning of each Fiscal Year, the Issuer agrees to adopt the Annual
Budget for the ensuing year, and mo expenditures for operation and
maintenance expenses of che System in excess of the Annual Budget
shall be made during such Fiscal Year unless unanimously auchorized

and direcced by the Goverming Body. . Cepies of aach Annual Budgec
<hall be delivered to che Purchaser—by the beginning of each Fiscal
Year. " '

.":‘-*."
LR

If for any reason che Issuer shall noc have adopcted che

Annual Budger before the lsc ‘day of any Fiscal Year, it shall adoprt a

Budget of Current Expenses from month to wonch until the adepcion of

RE the Annuzl Budgec; provided, however, that no such monthly budgec
T shall exceed the budget for the corresponding monch in che nexc year
preceding by mere than 103: and provided furcher, that adopcion of a

Budgetz of Current Lxpenses srall not constizurs compliance with the

ro adopt an annual

- - . :

covenant o adapt an &snnual Budget unless failure
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Budget of Currant Expenses shall be mailed Limmediarely =o che
Purchaser.

Sectrion 5.10. Compensarion of Members of Governing .Badv.
The Issuer hereby ccvenants and agrees thac no compensaticon for policy
direccion shall be paid cto the members of cthe Governing Body in excess
of the amount permicced by the Acc. Payment of any compensation co
any such member for policy direction shall not be hade if such payment
would cause the Net Revenues to fall below the amount required to msec
all paymentcs provided for herein, nor when there is defaulc in cthe

performance of or compliance wich any covenant or provisicn hereof.

Secrion 3.11. Covenant to Proceed and Complece. The Issuer
hereby covenants GCo proceed as prompely as possible wich che
acquisicion and comstruction of the Project te complecion thereof in
accordance with che plans and specificacions prepared by the
Counsulting Engineer on file wich the Secrecary on cthe date of adbpcicn
hereof, subject to permicted changes.

Section 5.12. Books and Records; audizs. The Issuer will
keep books and records of the Sysctem, which shall be separace and
‘apart from all ocher beoks, rescords and accounCs of the Issuer, Iin
which complece and correct encries shall be made of all transaccions
relacing to the Sysctem, and the Purchaser shall have che right at all .
reasonable times Co inspect che System and all records, accounts and
daca of the Issuer relating chereco.

The Issuer shall, ac least once a year. cause said books,
records and accounts of che Syscem to bz properly audicad by an
independent competent firm of certifiad public accountancs and shall
mail a copy of such audic report o the Purchaser. The Issuer shall
further comply with the Act with respect to such beoks, records and
accounts.

Section 5.13. Maincenance of Svscem. The Issuer covenants
that it will continuously operate, in an economical and efficient
manmner, and maintain the Syscem«msa revenue-producing ucilicy as
herein provided so long as, the Bond is cutstanding.

Secrion 5.14. N Comperition. To cthe extent lagally
allowable, the ILssuer will tor permit compecicion wich zhe System
wichin its boundaries or within the cerricory sarved by it and will
not grant or cause, consanc-co or allow che granting of any franchise,
permic or acther auchorization £for any person. firm, corporatien,
public or privata body, agency or instrumencalicty whatsaevar Ea
provids any of rthe sarvices supplied by che Syscem wichin the
fmmAzins of The Issuer or wichin the terzitory ssyved by che Svsteam,



ARTICLE Y1

RATES, EIC. -

Section 6.0L. JInitial Schedule of Rages and Charges; Rules.
4. The inicial schedule of rates and charges for, the sarvices and
facilities of the Sysctem,  subject =e change: conmsonar . wWith che
provisions hereof, shall be as sec forth in che Firal Grder cf the
Public Service Commissiocn of West Virginia, encered on Januwary 13,
1993, Case Mo, §7.0450-PWD-CN, which Final Order Ls Lncorporated
herein by reference as a part hereof.

B. There shall not be any discriminacion ar differencial
in rates berwaen cCusTOmMEIS in similar ¢ircumstantes.

c. A1l delinquenc fees, rates and charges for services ot
facilicties of che System shall be liens on cthe premises served of
equal degree, rank and priority wich the lien on such premises of
state, councy, schoal and punicipal taxes, as provided in che Act.
The Issuer shall have all remedies and powers provided under the Acc

"and other applicable provisions of law with regard to the collesction
and enforcement of such fees, races and charges.

D. The Is3uer will not render ar cause Lo be rendered any
free services of any nature by the System nor any of the facilicies;
and in the event that the Issuer or any deparctmenct. agency, officer or
employee rhereof should avall icself or rhemselves of the services or
facilities of the Syscem, the same fees, ractes and charges applicable
ro orher 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
manner as other Revenues of che System.

E. The Issuer may requlre any applicant for any service by
the System Co deposit a reasonable and equitable amount to insure
payment of all charges for che se¥¥ices rendered by the System. which
deposit shall be handled.and dispesed of under the applicable rules
and ragulations of che Puﬁl}c-Sérvice Commission of West Virginia,

F, The Issuer. -6 the excent permiczed by law. will not
accept payment of any warer bill from a customer sarved wich wacer and
sewer services by che Issuer wicthout paymenz at the same time of a
sawer bill owed by such customer for the same pramlEss.



ARTICLE VIT

MISCELLANEQUS

Secrion 7.01. Pavment of Bond. 1f the Issusr shall pay, or
there shall ocherwise be paid, to. the Holder of the Band, che
‘principal of and.interest dee or to bacome.due therson, at the times
and in the manner stipulaced cherein and in” chis Bond Legislation,
then with respect to the Bond, the pledge of HNec Revenues and cther
moneys and securities pledged under this Bond Legislavion and all
covenants, agreements and ocher obligacions of the Issuer teo che
Regiscered Owner of cthe Bond, shall chereupon cease. cerminace and
become void and be dis¢harged and satisfied.

Secrion 7.07. Modificacien or Amendmenc. The Bond
Legislation may not be modified or amended afrer final passage witChout
the prior written comsent of tThe Bondholder.

Section 7.03. Delivery of Bond Ne. R-1. The Chalirman.
Secrecary and Treasurer of the Governing Bedy are hereby aurhorized
_and directed to cause Bond Nao. R-1, heresby awarded ta the Purchaser
pursuant ta prior agreementc, to be delivered to the Purchaser as soon
as the Purchaser will accept such delivery. '

Secrion 7.0&. Seversbilicv of Invalid Provisjons. 1f any
one or more of the covenants, agreemencs or provisions hereof should
be held contrary to any express provision of law or comtrary to the
policy of express law, although not expressly prohibited, or against
public policy, or shzll for any reason wharsoever be held invalid,
then such covenants, agresments or provisions shall be null and void
and shall be deemed severable from the remaining covenants, agreements
or provisions herxeof, and shall in no way affect che validicy of all

the other provisions hereof or the Bond.

Section 7.05. Conflicting Provisions Repealed. all
resolucions and orders, or pqgﬁgﬂigherepf. in conflict wich the
provisions herecf are,: o the extent of - such confliccs, hereby
repealed; provided that “his Section shall not be applicable to the
Loan Resolution (Form FmHA442-47).

Seccion 7.06. Table of Contencs and Hazadines. The Table of
Contents and headings of the articles, seccicns and subsecCions hereof
are for convenience anly and shall neicther conzrol nor affact in any
way the meaning or construction of any of the provisiocns hereor.

Saccion 7.07. Covenazar of Dua Prgradure, -fg. The Issuer
L LAt Ll l. iidi-imme s#hirsc and Droceduras Caguirad L0



the radoption of this Resolutien de exist, have happened, have been
paerformed and have been taken in regular and due time, ferm and manner
. as required by and in full compliance with the laws and Constitution
of the State of West Virginla applicable thereco; and .that the
Chairman, Secretary and members of the Goverqihg Body were at all
times when any actlons in connecrtion with this Resolution occurred and
are duly in office and duly qualified far such office.

Sectiom 7.08. Effective Time. This Eesolution shall take
effect immediately upon its adoption. S .

Adopted: June 23, 1993. /ﬂwﬂpf,FdJ

ActxngChairman of Publlc SerVLce Board

Heted 95 dorg )

Member
Member
06/17/93
MGCDJ A3
58218,/91001



WEST VIRGINIA
Water Development Authority

Celebrating 33 Years of Service 1974 - 2007

September 19, 2007

McDowell County Public Service District
Water Revenue Bonds, Series 2007 A
(United States department of Agriculture)

TO WHOM IT MAY CONCERN:

In reliance upon the certificate of Jeffrey Feamster, CPA, the independent
certified public accountant, and the opinion of Steptoz & Johnson PLLC, bond counsel, that the
coverage and parity tests have been met, the undersigned duly authorized representative of the
West Virginia Water Development Authority (the “Authority™), the registered owner of the Prior
Bonds, hereinafter defined and described, hereby consents to the issuance of the Water Revenue
Bonds, Series 2007 A (United States Department of Agriculture), in the original aggregate
principal amount of $262,000, by the McDowell County Public Service District (the "Issuer™,
under the terms of the ordinance authorizing the Bonds, on a parity, with respect to liens, pledge
and source of and security for payment, with the Issuer's Water Revenue Bonds, Series 2006 B
(West Virginia Infrastructure Fund) (the "Prior Bonds™).

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

%M/

Authorized Repr: tive

582180.00006

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

www. wyvwda,org




USDA

Development

United States Department of Agriculture
Rural Development
Woest Virginia State Office

September 19, 2007

McDowell County Public Service District
Water Revenue Bonds, Series 2007 A

(United States Department of Agriculture)

TO WHOM IT MAY CONCERN:

The undersigned duly authorized representative of the United States of America,
acting through the Rural Utilities Service, United States Department of Agriculture, the present
holder of the Prior Bonds, hereinafter defined and described, hereby (i) consents to the issuance
of the Water Revenue Bonds, Series 2007 A (United States Department of Agriculture), in the
original aggregate principal amount of $262,000,( the “Bonds™), by McDowell County Public
Service District (the "Issuer"), under the terms of the bond resolution authorizing the issuance of
the Bonds (the "Resolution"), on a parity, with respect to liens, pledge and source of and security
for payment, with the Issuer's outstanding Water Revenne Bonds, Series 2006 A, dated July 27,
2006, Water Revenue Bonds Series 2001 A, dated February 23, 2001, Water Revenue Bonds,
Series 1999 C, dated August 11, 1999, Water Revenue Bonds, Series 1999 B, dated August 11,
1999, Water Revenue Bonds, Series 1999 A, dated June 21, 1999, Water Revenue Bond, Series
1997 A, dated October 15, 1997, Water Revenue Bond, Series 1995, dated September 26, 1995,
and Water Revenue Bond, Series 1993, dated June 23, 1993 (COHCCU_VGIY? the *“Prior Bonds™) and
(ii) waives any requirements imposed by the Prior Bonds or the resolution ‘authorizing the Prior
Bonds (collectively, the “Prior Resolutions”), regarding the issuance of parity bonds which are
not met by the Bonds or the Resolution, and (iii) consents to any amendments made to the Prior
Resolutions by the Resolution. .

.- WITNESSETH my signature on this 19th day of September, 2007.

RICR”{EE RICE
State Dlrector S

Federal Buxldlng “75 Hagh Strest » Suite 320 » Morgantown, WY 26705-7500
Phone (304) 284 4560 ‘OR 1:800-295-8228 » Fax (304} 284-4893 » TDD: (304) 204-4836
o (AR Web ‘il !/www rurdev usda govfwv e

Co-nmitted to the futura of rural commumtaes
USDA is an equa] opportumiy prcwder employer and Iender

: '.To f;le a complalnt of discrimination write USDA, Director, Office of Civil Rights, 1400 lndependence Avenue 3. Wu,_
’ Washlng%nn DC 20250 9410 or call (300)795 3272 (vozce) or (202) 720 6382 (TDD). .




SPECIMEN

UNITED STATES OF AMERICA
MCDOWELL COUNTY FUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2007 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$262,000
No. AR-1 Date: September 19, 2007

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 TWO
HUNDRED SIXTY TWO THOUSAND DOLLARS ($262,000), plus interest on the unpaid principal
balance at the rate of 4.25% per annum. The said principal and interest shall be paid in the following
mstallments 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 $1,161, covering principal and interest, thereafter on said corresponding day of each
month, except that the final installment shall be paid at the end of 40 years from the date of this Bond, in
the sum of the unpaid principal and interest due on the date thereof, and except that prepayments may be
made as provided hereinbelow. The consideration herefor shall support any agreement modifying the
foregoing schedule of payments.

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

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

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

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

CHS14945.1



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 termns, taking into consideration prevailing private and cooperative
rates and terms in or near its community for loans for similar purposes and periods of time.

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

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

This Bond, under the provisions of the Act, is and has all the qualities and incidents ofa
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.

CHY14949.1 2



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 September 17, 2007,
authorizing issuance of this Bond (the “Resolution”).

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

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

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

(D WATER REVENUE BONDS, SERIES 1993 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JUNE 23, 1993 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $818,000 (THE “SERIES 1993 BONDS™);

(2) WATER REVENUE BONDS, SERIES 1995 (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED SEPTEMBER 26, 1995 ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $500,000 (THE “SERIES 1995 BONDS™);

3 WATER REVENUE BONDS, SERIES 1997 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED OCTOBER 15, 1997 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $550,000 (THE “SERIES 1997 BONDS");

“ WATER REVENUE BONDS, SERIES 1999 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JUNE 21, 1999 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $360,000 (THE “SERIES 1999 A BONDS?);

) WATER REVENUE BONDS, SERIES 1999 B (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $870,000 (THE “SERIES 1999 B BONDS");

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

AGRICULTURE), DATED AUGUST 11, 1999 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $125,000 (THE “SERIES 1999 C BONDS™)
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(N WATER REVENUE BONDS, SERIES 2001 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED FEBRUARY 23, 2001 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF §$ 145,000 (THE “SERIES 2001 A BONDS™);

(8) WATER REVENUE BONDS, SERIES 2006 A (UNITED STATES DEPARTMENT OF
AGRICULTURE), DATED JULY 27, 2006 ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $236,000 (THE “SERIES 2006 A BONDS™); AND

(9)  WATER REVENUE BONDS, SERIES 2006 B (WEST VIRGINIA INFRASTRUCTURE
FUND}, DATED JULY 27, 2006, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $300,000 (THE “SERIES 2006 B BONDS”). '

THE SERIES 1993 BONDS, SERIES 1995 BONDS, SERIES 1997 A BONDS, SERIES 1999 A BONDS,
SERIES 1999 B BONDS, SERIES 1999 C BONDS, SERIES 2001 BONDS, SERIES 2006 A BONDS
AND SERIES 2006 B BONDS ARE COLLECTIVELY, THE “PRIOR BONDS.”

In accordance with the requirements of the United States Department of Agriculture, the
Bonds will be n 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
cornmodity.
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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 1o be hereunto affixed or imprinted
hereon and attested by its Secretary, all as of the date hereinabove written.

MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

N
[CORPORATE SEAL] ﬂw P (j - mg\%&%
Cgairmar{ Public Se%@'ﬁeard
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(0 $30,620 09.19.07 (19§
@ $ (200§
3 $ 21§
(4) A (22) $
(5) h) (23) $
(6) $ (24) $
(7 $ 25 %
(8) $ 26y _§$
9 $ (27 $
an _$ (28) __$
1L S (29) $
{12} $ (30) $
13y 8 Bh___$
4) 8 (32) %
15y ___$ (33) _§
(16) 3 (34) $
(17) $ (35) $
(s 8 (36 _§
TOTAL $
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(Form of Assignment)

ASSIGNMENT

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

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

Dated; ,

In the presence of:

582180.00006
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McDOWELL COUNTY PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2007 A (IEAGER)
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$262,000

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 Registrar
United States Department <2
AR-1 September 19, 2007 of Agriculture (ﬁ -; ﬁ'z& arts {.

09.07.07
582180.00006




i, T STEP TOE Chase Tower, Eighth Floor Writer's Contact Information
& PO. Box 1588
' ]O H NSON Chatleston, WV 25326-1588

PLLC

ATTORNEYS AT LAW {304) 3538000  (304) 353-8180 Fax

Clarksburg Charleston Morgansown. Martinsbury Wheeling Huntingerm www.steptoe-johnson.com

September 19, 2007

McDowell County Public Service District
Water Revenue Bonds, Series 2007 A

(United States Department of Agriculture)

McDowell County Public Service District
Welch, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Ladies and Geantlemen:

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 $262,000 Water Revenue
Bonds, Series 2007 A (United States Department of Agriculture) dated the date hereof (the "Bonds"},
pursuant to Chapier 16, Article 13A of the West Virginia Code of 1931, as amended (the "Act™, a Bond
Resolution duly adopted by the Issuer on September 17, 2007, and a Supplemental Resolution duly adopted
by the Issuer on September 17, 2007 (collectively, the "Bond Legislation™). We have examined the law
and such certified copies of procesdings and other papers as we deem necessary to render this opirson.

As to questions of fact material to our opinion, we have relied vpon the representations
of the Issuer contained in the Bond Eegislation 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:

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

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

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 Bonds,
Series 1993, dated June 23, 1993, Water Revenue Bonds, Series 1995, dated September 26, 1995, Water
Revenue Bonds, Series 1997 A, dated October 15, 1997, Water Revenue Bonds, Series 1999 A, dated
June 21, 1999, Water Revenue Bonds, Series 1999 B, daied August 11, 1999, Water Revenue Bonds,
Series 1999 C, dated August 11, 1999, Water Revenue Bonds, Series 2001 A, dated February 23, 2001,

% TERRALEX 10

The Fartéeide hevenss of depiadent Lov Foms
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McDowell County Public Service District, et al.
Page 2

Water Revenue Bonds, Series 2006 A, dated July 27, 2006 and Water Revenue Bonds, Series 2006 B,
dated July 27, 2006, 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 incore 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, reorganizatiosl, moratorium and other similar laws affecting creditors' rights
heretofore or hereafier enacied to the extent constitutionally applicable and that the enforcement thereof
mey aiso be subject tc the exercise of judicial discretion in appropriate cases.

Very truly yours,

STEPTCE & JOHNSON PLLC

09.06.07
582180.00006
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LAW OFFICES
WILLIAM S. WINFREY, II.

W. Va. State Bar 4093

[ 608 West Main Street

Post Office Box 159
Princeton, West Virginia 24740

bill@winfreylaw.com

Telephone: (304)487- 1887 Facsimile: (304)425-7340

September 19, 2007 File No. 03-044

McDowell County Public Service District
Water Revenue Bonds, Series 2007 A (Iaeger)
(United States Department 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 Gentiemen:

I am counsel! to McDowell County Public Service District, a public service
district in McDowell County, West Virginia (the "Issuer"). As such counsel, | have
examined copies of the approving opinion of Steptoe & Johnson, as bond counsel, a
resolution of the Issuer duly adopted September 17, 2007 and a supplemental
resolution of the Issuer duly adopted on September 17, 2007, (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.

I am of the opinion that:

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

2. The members and officers of the Public Service Board of the Issuer

have been duly, lawfully and properly appointed and elected, have taken the requisite
oaths, and are authorized to act in their respective capacities on behalf of the Issuer.

CHA71056.1
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McDowell County Public Service District, et al.
Page 2

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

4.  The execution and delivery of the Bonds and the consummation of the
transactions contemplated by the Bonds and the 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 Issuer is a party or by which the issuer or its properties are
bound or any existing law, regulation, rule, order or decree to which the Issuer is
subject.

5.  All permits, licenses, approvals, consents, certificates, orders,
exemptions and authorizations necessary for the due creation and valid existence of
the Issuer, the issuance of the Bonds, the acquisition and construction of the Project,
the operation of the System and the imposition of rates and eharges have been entered
and/or received, including, without limitation, all requisite orders, certificates, consents
and approvals from The County Commission of McDowell County and the Public
Service Commission of West Virginia, and the Issuer has taken any other action
required for the imposition of such rates and charges, including, without limitation, the
adoption of a resolution prescribing such rates and charges. The Issuer has duly
published a notice of the acquisition and construction of the Project, the issuance of the
Bonds and related matters, as required under Chapter 16, Article 13A, Section 25 of the
West Virginia Code of 1931, as amended, and has duly complied with the provisions
thereof,

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

Very truly yours,

WILLIAM S. WINFREY, li

CH&71056.1




MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2007 A
{United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BONDS

NO LITIGATION

GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC.

CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME, ETC.
DELIVERY AND PAYMENT AND USE OF PROCEEDS
LAND AND RIGHTS-OF-WAY

MEETINGS; PUBLICATION AND POSTING OF NOTICES,
ETC.

11. CONTRACTORS' INSURANCE, ETC.

12. CONNECTIONS, ETC.

13. MANAGEMENT

14. GRANTS

15. CONFLICT OF INTEREST

16. PROCUREMENT OF ENGINEERING SERVICES

17. EXECUTION OF COUNTERPARTS

W N RN

H
e

We, the undersigned CHATRMAN and SECRETARY of the Public Service
Board of McDowell County Public Service District, in McDowell County, West Virginia (the
"Issuer"), and the undersigned COUNSEL for the Issuer, acting for the Issuer and in its
name, hereby state and certify on this the 19th day of September, 2007, in connection with
the McDowell County Public Service District Water Revenue Bonds, Series 2007 A (United
States Department of Agriculture), No. AR-1, dated the date hereof, fully registered, in the
principal amount of $262,000 (the "Series 2007 A Bonds™) as follows:

1. AUTHORIZATION AND AWARD OF BONDS: The undersigned
are authorized to execute this certificate on behalf of the Issuer and are knowledgeable with
respect to the matters set forth herein. The entire issue of the Series 2007 A Bonds have
been duly awarded to the United States of America, acting by the United States Department
of Agriculture, Rural Utilities Service (the "Purchaser™), pursuant to a Letter of Conditions
from the Purchaser, dated June 13, 2003, and all amendments thereto, and as appears in
Section 7.03 of the Resolution of the Issuer duly adopted on September 17, 2007, and the

CHB871065.1

12



Supplemental Resolution duly adopted on September 17, 2007, authorizing issuance of the
Series 2007 A Bonds (collectively, the "Resolution” or "Bond Resolution™). All capitalized
terms used herein and not otherwise defined herein shali have the same meaning as defined
in the Bond Resolution when used herein. The Series 2007 A Bonds are being issued on this
date to finance a portion of the cost of the acquisition and construction of the Project, herein
defined and described, located within the boundaries of the Issuer.

2. NO LITIGATION: No controversy or litigation of any nature is now
pending, or, to the knowledge of any of the undersigned, threatened, restraining, enjoining
or affecting in any manner the issuance and delivery of the Series 2007 A Bonds or receipt
of any grant monies, if any, comnitted for the System, hereinafter defined; nor questioning
the proceedings and authority by which the Issuer authorized the issuance and sale of the
Series 2007 A Bonds; nor in any way questioning or affecting the validity of the grants, if
any, committed for the System or the validity of the Series 2007 A Bonds or any provisions
made or authorized for the payment thereof, including, without limitation, the pledge or
application of any monies or security therefor; nor questioning the existence, pOwWers or
proceedings of the Issuer or its Public Service Board (the "Governing Body") or the title of
the members and officers thereof to their respective offices; nor questioning the operation of
the System or the acquisition and construction of the Project, a portion of the cost of which
is being financed out of the proceeds of sale of the Series 2007 A Bonds; nor questioning the
rates and charges provided for services of the System.

3. GOVERNMENTAL APPROVALS: All applicable and necessary
approvals, permits, authorizations, registrations, exemptions, consents and certificates
required by law for the acquisition and construction of the Project, the operation of the
System, including, without limitation, the imposition of rates and charges, and the issuance
of the Series 2007 A Bonds have been duly and timely obtained and remain infull force and
effect. Competitive bids for the acquisition and construction of the Project were solicited in
accordance with Chapter 5, Article 22, Section 1 of the Official West Virginia Code of 1931,
as amended, which bids remain in full force and effect.

'The Issuer has received the Recommended Decision of the Public Service
Commission of West Virginia (the “PSC”) entered on July 30, 2007, which became Final
Order of the PSC on August 19, 2007, in Case No. 07-0540-PWD-CN, granting to the Issuer
a certificate of public convenience and necessity for the Project and approving the fmancing
for the Project. The time for appeal of the Recommended Decision has expired prior to the
date hereof without any appeal. Such Order remains in full force and effect.

4. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There
has been no adverse change in the financial condition of the Issuer since the approval by the

Purchaser of a loan to assist in the acquisition and construction of the Project.

There are outstanding obligations of the Issuer which will rank on a parity
with the Series 2007 A Bonds as to liens, pledge and source of and security for payment, and
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in all respects, being the Issuer’s (i) Water Revenue Bonds, Series 1993, dated June 23,
1993, issued in the original aggregate principal amount of $818,000 (the "Series 1993
Bonds"); (if) Water Revenue Bonds, Series 1995, dated September 26, 1995, issued in the
original aggregate principal amount of $500,000 (the "Series 1995 Bonds"); (iii) Water
Revenue Bonds, Series 1997 A, dated October 15, 1997, issued in the original aggregate
principal amount of $350,000 (the "Series 1997 A Bonds"); (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 (the “Series 1999 C Bonds™); (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™); (viii) Water Revenue
Bonds, Series 2006 A, dated July 27, 2006 issued in the original aggregate principal amount
of $236,000 (the “Series 2006 A Bonds™) and (ix) Water Revenue Bonds, Series 2006 R,
dated July 27, 2006 issued in the original aggregate principal amount of $300,000 (the
“Series 2006 B Bonds™} {collectively, the “Prior Bonds™). Other than the Prior Bonds,
there are no other outstanding bonds or obligations of the Issuer which rank prior to or on
a parity with the Series 2007 A Bonds as to liens, pledge and/or service of and security for
payment.

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

5. SIGNATURES, ETC.: The undersigned Chairman and Secretary
did, for the Issuer on the date hereof, officially execute and seal the Series 2007 A Bonds
with the official corporate seal of the Issuer, an impression of which seal is on this certificate
above our signatures and said officers are the duly elected or appointed (as applicable),
qualified and serving officers as indicated by the official titles opposite their signatures
below, and are duly authorized to execute and seal the Series 2007 A Bonds for the Issuer.

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

Bond Resolution

1993 Bond Resolution
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1995 Bond Resolution

1997 A Bond Resolution

1999 A Bond Resolution

1999 B and 1999 C Bond Resolution

2001 A Bond Resolution

2006 A and 2006 B Bond Resolution

Consent of USDA to Issuance of Parity Bonds
Consent of WDA to Issuance of Parity Bonds
USDA Letter of Conditions, with all amendments
Public Service Comunission Order{s)

County Comumission Orders on Creation of District

County Comunission Orders of Appointment of Current Board
Members

Oaths of Office of Current Board Members
Ruies of Procedure_

Minutes of Current Year Organizational Meeting
Affidavit of Publication of Notice of Filing

Minutes on Adoption of Bond Resolution, Supplemental
Resolution and Rules of Procedure

Bureau for Public Health Permit
United States Department of Agriculture Loan Agreement
United States Department of Agriculture Grant Agreement

Evidence of Small Cities Block Grant



7. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper corporate
title of the Issuer is "McDowell County Public Service District” and its principal office and
place of business are in McDowell County, West Virginia. The Issuer is a public service
district and public corporation and political subdivision of the State of West Virginia. The
governing body of the Issuer is its Public Service Board consisting of three duly appointed,
qualifted and acting members, whose names and dates of commencement and termination of
current terms of office are as follows:

Date of Date of
Commencement Termination
Name of Office of Office
Jerry Stepp July 29, 2004 June 30, 2010
Elden Green October 10, 2004 November 10, 2010

vacant

The names of the duly elected, appointed, qualified and acting officers of said
Public Service Board of said Issuer for the calendar year 2007 are as follows:

Chairman - Jerry Stepp
Secretary/Treasurer - Mavis Brewster

The duly appointed and acting Attorney for the Issuer is William S. Winfrey,
II, Esquire, of Princeton, West Virginia.

8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: Onthe date
hereof, the Series 2007 A Bonds were delivered to the Purchaser at Coalwood,
West Virginia, by the undersigned Chairman for the purposes set forth herein, and at the
time of such delivery, the Series 2007 A Bonds have been duly and fully executed and sealed
on behalf of the Issuer in accordance with the Resolution.

At the time of delivery of the Series 2007 A Bonds, the undersigned Chairman
received $30,620, being a portion of the principal amount of the Series 2007 A Bonds.
Further advances of the balance of the principal amount of the Series 2007 A Bonds will be
paid to the Issuer as acquisition and construction of the Project progresses.

The Series 2007 A Bonds are dated the date hereof, and interest on advances
of the principal thereof at the rate of 4.25% per annum is payable from the date of each
respective advance,

The Series 2007 A Bonds and the entire proceeds thereof will be used for the
purposes herein set forth and for no other purposes.

9.  LAND AND RIGHTS-OF-WAY: All land in fee simple and all rights-
of-way and easements necessary for the acquisition, construction, operation and maintenance
of the Project and the System have been acquired or can and will be acquired by purchase,
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or if necessary, by condemnation by the Issuer and are adequate for such purposes and are
not or will not be subject to any liens, encumbrances, reservations or exceptions which would
adversely affect or interfere in any way with the use thereof for such purposes. The costs
thereof, including costs of any properties which may have to be acquired by condemnation,
are, in the opinion of all the undersigned, within the ability of the Issuer to pay for the same
without jeopardizing the security of or payments on the Series 2007 A Bonds.

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

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

12. CONNECTIONS, ETC.: The Issuer will serve at least 1899 bona fide
users with the System upon the completion of the Project, in full compliance with the
requirements and conditions of the Purchaser.

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

14.  GRANT:  As of the date hereof, the grant from the Purchaser in the
amount of $1,532,500, $154,963 grant from the Infrastructure & Jobs development Council;
and the Small Cities Block Grant in the amount of $1,500,000 are committed and in full force
and effect.

15.  CONFLICT OF INTEREST: No member, officer or employee of the
Issuer has a substantial financial interest, direct, indirect or by reason of ownership of stock
in any corporation, in any contract with the Issuer or in the sale of any land, materials,
supplies or services to the Issuer or to any contractor supplying the Issuer, relating to the
Series 2007 A Bonds, the Bond Resolution and/or the Project, including, without limitation,
with respect to the Depository Bank, as defined in the Bond Resolution. For purposes of this
paragraph, a "substantial financial interest” shall include, without limitation, an interest
amounting to more than 5% of the particular business enterprise or contract.
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16.  PROCUREMENT OF ENGINEERING SERVICES: The Issuer has
complied in all respects with the requirements of Chapter 5G, Article 1 of the West Virginia
Code of 1931, as amended, in the procurement of engineering services to be paid from
proceeds of the Bonds.,

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

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

[CORPORATE SEAL]

SIGNATURE OITICTAL TITLE
(} AP e ,j Chairman
4 Secretary

Attorney for Issuer
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MCDOWELL COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2007 A
{United States Department of Agriculture)

ENGINEER'S CERTIFICATE

I, James R. Bolton, Registered Professional Engineer, West Virginia
License No. 8940, of Stafford Consultants, Inc., Princeton, West Virginia, hereby
certify that my firm is the engineer for the acquisition and construction of certain
additions, improvements and extensions (the “Project™) to the existing waterworks
system (the "System") of McDowell County Public Service District (the “Issuer™), to
be acquired and constructed in McDowell County, West Virginia, which acquisition and
construction are being financed in whole or in part by the above-captioned bonds of the
Issuer.

I further certify that the Project will, to the best of my knowledge, be
constructed in accordance with plans and specifications prepared by my firm and that
the System and the Project are situate wholly or chiefly within the boundaries of the
‘Issuer.

I further certify that the Project is adequate for the purpose for which it was
designed and that the necessary governmental approvals, consents, authorizations,
certificates and permits attached hereto as Exhibit A for the acquisition and construction
thereof have been obtained.

STAFFORD CONSULTANTS, INC.

etk e

ames R. Bolton, P.E.
West Virginia License No. 8940

582180.00004
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EXHIBIT A

State of West Virginia Bureau of Public Health Permit No. 17,284
U. 8. Army Corps of Engineers Section 404 Permit

Division of National Resources Public Land Corporation License and Right of
Entry

West Virginia Division of Highways Permit 0-06-0349

West Virginia Department of Environmental Protection Storm Water Control
Permit Registration No. WVR102750

Norfolk Southern License Agreements for Activities No.

A, 1094470
B. 1094471
C. 1094469




McDowell County PSD

faeger Water Project

4 Legai & Fiscal

RUS Funding
SCBG Gr::’g;‘!‘:;:f'su 0 WV 1JDC Grant
A. COST OF PROJECT Total Loan $262,000
1 Construction
Contract #1 (Water Lines) wideduct $2,397,913 $1,026,350 $1,216,600 $154,963
Contract #3 (Water Tank) $264,000 $0 $264,000
Construction Contingency 5% $132,000 $0 $132,000
a.  Study and Report Phase $16,000 $16,000
a. Basic Services $238,450 $238,450
b.  Inspection Services $145,000 $45,000 $100,000
c. Additional Services $28,700 $19,200 $9,500

a.  Legal $24,000 $24,000|
b.  Accounting $3,500 - $3,500
5 Administrative $60,000 $60,000
6 Sites & Other Lands $0
a.  Land acquisition $20,000 $20,000
b. Permits $70,000 $70,000
¢.  Power $5,000 $5,000
7 Miscellaneous $0

8 Project Contingency

w_$20,900

B. COST OF FINANCING

.$G

13 TOTAL PROJECT COST(Line 10 plus Line 12)

10 interim Financing $0

11 Other Costs (RUS Interest) $16,000 $16,000

12 Cost ' Bond Counsef $8,000 $8,000
_$1,794,500]

$3,449,463

15 ARC Grant

$1,500,000

16 State Grants WVDOQ $1,500,000

17 Federal Grant RUS $1,532,500 $1.532,500

18 Other State Grants - $0

19 Other Funds $0 $154,963
20 TOTAL GRANTS (Lines 15 through 17) $0

21 Size of Bond Issus $262,000 $0 $262,000 $0
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Jeffrey S. Feamster, CPA Jeffrey S. Feamster Phone: {304) 647-5980

Certified Pubfic Accountant Fax (B01) 640-8611
P.O. Box 982 Cetiular: (304) 667-5550
Lewisburg, West Virginia 24901 Email: jeff@meswy.cam

September 19, 2007

MecDowell County Public Service District
Water Revenue Bonds, Series 2007 A

(United States Departrment of Agriculture)

McDowell County Public Service District
Welch, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

United States Department of Agriculture
Morgantown, West Virginia

Steptoe & Johnson PLLC
Charlestorn, West Virginia

[ adies and Gentlemen:

Based upon the water rates and charges set forth in the Commission Order of the
Public Service Commission of West Virginia in Case No. 06-0690-PWD-19A, entered May 7, 2007,
and projected operating expenses and anticipated customer usage as furnished to me by Statford
Consulting, Inc., Consulting Engineer, it is my opinion that such rates and charges will be sufficient to
provide revenues which, together with other revenues of the waterworks system (the “System™) of
McDowell County Public Service District (the “Issuer™), will provide for all Operating Expenses of
the System and will leave a balance each year equal to at least 115% of the maximum amount
required in any year for payment of principal of and interest, if any, on the (i) Water Revenue Bonds,
Series 2007 A (United States Department of Agriculture) to be issued in the amount of $262,000; and
(if) atl other obligations secured by a lien on or payable from such revenues on a parity with the
Series 2007 A Bonds, including the Issuer's (i) Water Revenue Bonds, Series 1993, dated June 23,
1993, issued in the original aggregate principal amount of $818,000 (the “Series 1993 Bonds”); (i)
Water Revenue Bonds, Series 1995, dated September 26, 1995, issued in the original aggregate
principal amount of $500,000 (the “Series 1995 Bonds™); (iii) Water Revenue Bonds, Series 1997 A,
dated October 15, 1997, issued in the original aggregate principal amount of $350,000 (the “Series
1997 A Bonds™); (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 (the “Series 1999 C Bonds™); (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™); (viii) Water Revenue Bonds, Series 2006
A, dated July 27, 2006, issued in the original aggregate principal amount of $236,000 (the “Series
2006 A Bonds™) and (ix) Water Revenue Bonds, Series 2006 B, dated July 27, 2006, issued in the
original aggregate principal amount of $300,000 (the “Series 2006 B Bonds”) (collectively, the “Prior
Bonds”).




It is further my opinion that (i) the Net Revenues for the Fiscal Year following the year
in which the Series 2007 A Bonds are issued will be at least 120% of the average annual debt service
on the Prior Bonds and the Series 2007 A Bonds and that (ii) the Net Revenues actually derived from
the System during any 12 consecutive months, within the 18 months immediately preceding the date
of the actual issuance of the Series 2007 A Bonds, plus the estimated average increased annual Net
Revenues to be received in each of the 3 succeeding years after the completion of the improvements to
be financed by the Series 2007 A Bonds, are not less than 115% of the largest aggregate amount that
will mature and become due in any succeeding fiscal year for the principal of and interest on the Prior
Bonds and the Series 2007 A Bonds.

Very truly yours,

Jeffrey S. Feamster, CPA




WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
8 Capitol Street

Terminal Building, Suite 500 Date of Report: _September 19, 2007
Charleston, West Virginia 25301

(304) 558-3971

ISSUE: McDowell County Public Service District, Water Revenue Bonds, Series 2007 A {Ieager) (United States
Department of Agriculture)

ADDRESS: HC 31, Box 436], Welch, WV 24801 COUNTY: McDowell
PURPOSE OF [SSUE: New Money: X
Refunding: REFUNDS ISSUE(S) DATED: N/A

ISSUE DATE: __September 19, 2007 CLOSING DATE:_September 19, 2007

ISSUE AMOUNT: § 262.000 RATE: 4.25%

1ST DEBT SERVICE DUE: N/A iST PRINCIPAL DUE: N/A

1ST DEBRT SERVICE AMOUNT: N/A PAYING AGENT: Issuer

BOND UNDERWRITERS

L COUNSEL: Steptoe & Johnson PLLC COUNSEL.: _
Contact Person: John C. Stump. Esquire Contact Person:
Phone: 304.353.819¢ Phone:

CLOSING BANK: MCNB Bank and Trust Company ESCROW TRUSTEE:
Contact Person: _Kim Bailey Contact Person:
Phone:  304.436.4112 Phone:

ENOWLEDGEABLE ISSUER CONTACT OTHER: United States Department of Agriculture
Contact Person: Mavis Brewster Contact Person: _Theresa Miller
Position: _Office Manager Function: _Rural Development Specialist
Phone: 304.297.2622 Phone: 304.252.8644

DEPOSITS TO MBC AT CLOSE: Accrued Interest: $

By: Wire Capitalized Interest: $

Check Reserve Account: $

Other: $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee: $

Check To Issuer $

IGT To Cons. Invest. Fund  §

To Other: $

NOTES: _Monthly debt service payments will be made by the Disfrict directly to the National Finance Office. The
Municipal Bond Commission will only hold the Series 2007 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:

CHR71078.1



IC-2
(7/30/01)

GRANT AGREEMENT

This Grant Agreement entered into by and between the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the “Authority”), on behalf of the WEST VIRGINIA
INFRASTRUCTURE AND JOBS DEVELOPMENT COUNCIL (the “Council™) and the
MCDOWELL COUNTY PUBLIC SERVICE DISTRICT (the “Governmental Agency”).

RECITALS

WHEREAS, the Council has authorized the Authonty to make a grant to the
Governmental Agency in the amount not to exceed $154,963 (the “Grant™) for the purposes of the
design, acquisition or construction of a project for which a preliminary application has been
submitted and approved by the Council;

WHEREAS, the Governmental Agency wishes to accept the Grant upon such terms
and conditions as are heretnafter set forth for the purposes of designing, acquiring or constructing the
project described in Exhibit A attached hereto and incorporated herein by reference (the “Project™);

WHEREAS, this Grant Agreement sets forth the Council, the Authority and the
Governmental Agency’s understandings and agreements with regard to the Grant.

NOW, THEREFORE, in consideration of the premises and the mutual agreements
hereinafter contained, the Authority and the Governmental Agency hereby agree as follows:

TERMS

1. Prior to the distribution of the Grant, the Governmental Agency shall provide
the Authority with a Project budget and an anticipated monthly draw schedule reflecting the receipt
dates and amounts from other funding sources.

2. The Authority shall advance the Council's share of the Project costs
from the Grant from time to time upon receipt of a requisition evidencing the costs incurred,
which requisition must be satisfactory to the Authority.

3. The monthly requisition will also set forth (1) the amounts requested for
that requisition period from all other funding agencies, and (ii) the amounts advanced for the
Project to date from all other funding agencies.

4. The Governmental Agency will use the proceeds of the Grant only for
the purposes specifically set forth in Exhibit A.

{C1251043.1}
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5. The Governmental Agency shall comply with and is bound by the
Council’s rules set forth as Title 167, Series 1 and more particularly Section 5.9 with respect
to the sale of the Project.

6. The Governmental Agency acknowledges that the Grant may be
reduced, from time to time, to reflect actual Project costs and availability of other funding.

7. The Governmental Agency shall list the Grant provided by the Authority
and the Council in any press release, publication, program bulletin, sign or other public
communication that references the Project, including but not limited to any program
document distributed in conjunction with any groundbreaking or dedication of the Project.

8. This Grant Agreement shall be governed by the laws of the State of
West Virginia.

{C1251043.1}




IN WITNESS WHEREOF, the parties hereto have caused this Grant Agreement

to be executed by the respective duly authorized officers as of the date executed below by the
Authority.

MCDOWELL COUNTY PUBLIC
SERVICE DISTRICT

Date: Septe ber 19, 2007

(SEAL)

Attest:

Its: Secretary

WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY

2 Rl

Its: Director
Date: September 19, 2007

(SEAL)

Its: Secretary-Treasurer

{C1251043.1}




Exhibit A

Project Description

The Project consists of certain additions, improvements and extensions to the existing
waterworks facilities of the Issuer, consisting of construction of a replacement water system in
leager, West Virginia, together with all necessary appurtenant facilities.

{C1251043.1}




MCDOWELI COUNTY PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2007 A (leager)
(United States Department of Agriculture)

RECEIPT OF DEPOSITORY BANK

The undersigned duly authorized representative of MCNB Bank and Trust
Company, Welch, West Virginia (the “Bank™), hereby certifies that on September 19, 2007,
the Bank received an automated transfer in the amount of $30,620 to the credit of the Series
2007 Bonds Construction Trust Fund, Account Number 0432774,

WITNESS my signature on this 19th day of September, 2007.

MCNB BANK AND TRUST COMPANY

By uﬁbv

Its: }&utﬂorlzed Officer

09.07.07
582180.00006
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