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BOND ORDINANCE

THE CITY OF MORGANTOWN

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF EXTENSIONS, ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO THE
SEWERAGE PORTION OF THE EXISTING PUBLIC
COMBINED WATERWORKS AND SEWERAGE SYSTEM OF
THE CITY OF MORGANTOWN AND THE FINANCING OF
THE COST, NOT OTHERWISE PROVIDED, THEREOF
THROUGH THE ISSUANCE BY THE CITY OF NOT MORE
THAN $8,500,000 IN AGGREGATE PRINCIPAL AMOUNT
OF COMBINED WATERWORKS AND SEWERAGE SYSTEM
REVENUE BONDS, SERIES 2006 A (WEST VIRGINIA SRF
PROGRAM); 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 SUCH BONDS; AUTHORIZING THE SALE
AND PROVIDING FOR THE TERMS AND PROVISIONS OF
SUCH BONDS AND ADOPTING OTHER PROVISIONS
RELATING THERETC.

BE IT ORDAINED AND ENACTED BY THE COUNCIL OF THE CITY OF
MORGANTOQWN;

ARTICLE ]
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Authority for this Ordinance. This Ordinance (together
with any ordinance, order or resolution supplemental hereto or amendatory hereof, the "Bond
Legislation”) is enacted pursuant to the provisions of Chapter 8, Article 20 and Chapter 22C,
Article 2 of the West Virginia Code of 1931, as amended (collectively, the "Act"), and other
applicable provisions of law,
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Section 1.02. Findings. Itis hereby found, determined and declared that:

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

B. The Issuer presently owns and operates, through the Morgantown Utility
Board (the "Board"), a public combined waterworks and sewerage system. It is deemed
necessary and desirable for the health and welfare of the inhabitants of the Issuer that there
be acquired and constructed certain extensions, additions, betterments and improvements to
the sewerage portion of the existing public combined waterworks and sewerage system of the
Issuer, consisting of upgrading the wastewater treatment plant and making other system
upgrades, specifically including, but not limited to, necessary improvements to lift stations,
force mains, interceptors and/or collection systems, together with ail appurtenant facilities
{collectively, the "Project”) (the existing public combined waterworks and sewerage system
of the Issuer, the Project and any further extensions, additions, betterments and 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 intends to permanently finance such costs of acquisition and
construction of the Project through the issuance of its revenue bonds to the West Virginia
Water Development Authority (the "Authority"), in connection with the West Virginia Water
Pollution Control Revolving Fund Program (the “SRF Program”), which the Authority
administers pursuant to the Act and a contribution from the Issuer (“Issuer’s Contribution”).

D.  Itis deemed necessary for the Issuer to issue its Combined Waterworks
and Sewerage System Revenue Bonds, Series 2006 A (West Virginia SRF Program), in the
aggregate principal amount of not more than $8,500,000 (the "Series 2006 A Bonds"), to
permanently finance the costs of acquisition and construction of the Project. Said costs shall
be deemed to inciude the cost of all property rights, easements and franchises deemed
necessary or convenient therefor and eligible under the SRF Program; interest upon the
Series 2006 A Bonds prior to and during construction or acquisition and for a period not
exceeding 6 months after completion of construction of the Project; amounts which may be
deposited in the Series 2006 A Bonds Reserve Account (as hereinafter defined) or amounts
which may be used to purchase a surety bond to fund the Series 2006 A Bonds Reserve
Account; engineering and legal expenses; expenses for estimates of costs and revenues,
expenses for plans, specifications and surveys; other expenses necessary or incident to
determining the feasibility or practicability of the enterprise, administrative expense,
commitment fees, fees and expenses of the Authority, including the SRF Administrative Fee
(as hereinafter defined); discount, initial fees for the services of registrars, paying agents,
depositories or trustees or other costs in connection with the sale of the Series 2006 A Bonds
and such other expenses as may be necessary or incidental to the financing herein authorized,
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the acquisition or construction of the Project and the placing of same in operation, and the
performance of the things herein required or permitted, in connection with any thereof,
provided, that reimbursement to the Issuer for any amounts expended by it for allowable costs
prior to the issuance of the Series 2006 A Bonds or the repayment of indebtedness incurred
by the Issuer for such purposes shall be deemed Costs of the Project, as hereinafter defined.

E. The period of usefulness of the System after completion of the Project is
not less than 20 years.

F. It is in the best interests of the Issuer that its Series 2006 A Bonds be sold
to the Autherity pursuant to the terms and provisions of a loan agreement by and among the
Issuer, the Authority and the West Virginia Department of Environmental Protection (the
“DEP”), in form satisfactory to the respective parties (the "Loan Agreement"), approved
hereby if not previously approved by resolution of the Issuer.

G.  There are outstanding obligations of the Issuer which will rank on a parity
with the Series 2006 A Bonds as to liens, pledge, source of and security for payment, being
the Issuer’s (1) Combined Waterworks and Sewerage System Revenue Bonds, Series 1992
(West Virginia SRF Program), dated September 8, 1992, issued in the original aggregate
principal amount of $11,900,000 (the "Series 1992 Bonds"), (2} Combined Waterworks and
Sewerage System Revenue Bonds, Series 1995 (West Virginia SRF Program), dated April 27,
1995, issued in the original aggregate principal amount of $1,601,477 (the "Series 1995

Bonds"), (3) Combined Waterworks and Sewerage System Refunding Revenue-Bonds, - - ---eme

Series 1997, dated July 1, 1997, issued in the original aggregate principal amount of
$10,000,000 (the "Series 1997 Bonds"), (4) Combined Waterworks and Sewerage System
Revenue Bonds, Series 2000 A (West Virginia SRF Program), dated February 29, 2000,
issued in the original aggregate principal amount of $7,842,000 (the "Series 2000 A Bonds"),
(5) Combined Waterworks and Sewerage System Revenue Bonds, Series 2000 B (West
Virginia Infrastructure Fund), dated February 29, 2000, issued in the criginal aggregate
principal amount of $2,488,000 (the "Series 2000 B Bonds"), and (6) Combined Waterworks
and Sewerage System Revenue Bonds, Series 2001 A (West Virginia Infrastructure Fund),
dated February 8, 2001, issued in the original aggregate principal amount of $3,812,470 (the
“Series 2001 A Bonds™) (collectively, the "Prior Bonds").

H.  Prior to the issuance of the Series 2006 A Bonds, the Issuer will obtain
(i) the certificate of an Independent Certified Public Accountant stating that the coverage and
parity tests of the Prior Bonds are met, and (ii) the written consent of the Holders of the
Series 1992 Bonds, the Series 1995 Bonds, the Series 2000 A Bonds, the Series 2000 B
Bonds, and the Series 2001 A Bonds to the issuance of the Series 2006 A Bonds on a parity
with the Series 1992 Bonds, the Series 1995 Bonds, the Series 2000 A Bonds, the Series 2000
B Bonds, and the Series 2001 A Bonds. The written consent of the holders of the Series 1997
Bonds to the issuance of the Series 2006 A Bonds on a parity with the Series 1997 Bonds is
not required. Other than the Prior Bonds, there are no other outstanding bonds or obligations
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of the Issuer which are secured by revenues or assets of the Systemn. The Issuer is in
compliance with all the covenanis of the Prior Bonds and the Prior Ordinances.

1. The estimated revenues to be derived in each year after completion of the
Project from the operation of the System will be sufficient to pay all costs of operation and
maintenance of the System and the principal of and interest on the Series 2006 A Bonds and
the Prior Bonds and to make payments into all funds and accounts and other payments
provided for herein.

I The Issuer has complied with all requirements of West Virginia law and
the Loan Agreement relating to authorization of the acquisition, construction and operation
of the Project and the System and issuance of the Series 2006 A Bonds, or will have so
complied prior to issuance of any thereof, including, among other things, the approval of the
Project and the financing thereof by the Council and the obtaining of a certificate of public
convenience and necessity 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 A Bonds or such final order will not be subject to appeal.

K.  The Project has been reviewed and determined to be technically and
financially feasible 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 A Bonds by the Registered Owners of the same from time
to time, this Bond Legislation shall be deemed to be and shall constitute a contract between
the Issuer and such Bondholders, and the covenants and agreements herein set forth to be
performed by the Issuer shall be for the equal benefit, protection and security of the
Bendhelders of any and all of such Series 2006 A Bonds, all of which shall be of equal rank
and without preference, priority or distinction between any one Bond and any other Bonds
and by reason of priority of issuance or otherwise, except as expressly provided therein and
herein.

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

"Act" means, collectively, Chapter 8, Article 20 and Chapter 22C, Article 2 of
the West Virginia Code of 1931, as amended and in effect on the date of enactment hereof.

"Authority" means the West Virginia Water Development Authority, which is
expected to be the original purchaser and Registered Owner of the Series 2006 A Bonds, or
any other agency, board or department of the State that succeeds to the functions of the
Authority, acting in its administrative capacity and upon authorization from the DEP under
the Act.
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"Authorized Officer” means the Mayor or the City Manager of the Issuer, and,
in the instance of the Board, the Chairman, the General Manager or the Assistant General
Manager, or any other officer of the Issuer or Board specifically designated by resolution of
the Governing Body or the Board, as appropriate.

"Board" means the Morgantown Utility Board of the Issuer.

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

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

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

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

"City Clerk" means the City Clerk of the Issuer.

"City Manager"” means the City Manager of the Issuer.

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

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

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

“Completion Date” means the completion date of the Project, as defined in the
SRF Regulations.
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"Consulting Engineers" means Strand Associates, Inc., Madison, Wisconsin,
or any qualified engineer or firm of engineers, licensed by the State, that shall at any time
hereafter be procured by the Issuer as Consulting Engineers for the System, or portion
thereof, in accordance with Chapter 5G, Article 1 of the West Virginia Code of 1931, as
amended; provided however, that the Consulting Engineers shall not be a regular, full-time
employee of the State or any of its agencies, commissions, or political subdivisions.
“Consulting Engineer” shall also include a licensed professional engineer employed by the
Board, who is responsible for design and/or supervision of improvements, additions or
modifications to the System.

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

“DEP” means the West Virginia Department of Environmental Protection, or
any other agency, board or department of the state that succeeds to the function of the DEP.

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

"Depreciation Fund" means the Depreciation Fund created by the Prior
Ordinances and continued hereby.

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

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

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

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

"Gross Revenues" means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and
reasonable provision for uncollectible accounts; provided that, "Gross Revenues” include any
gains from the sale or other disposition of capital assets, but does not include any increase in
the value of capital assets (including Qualified Investments, as hereinafier defined) or any Tap
Fees (as hereinafter defined).
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"Herein," "hereto” and similar words shall refer to this entire Bond Legislation.

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

"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

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

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

"Issuer” means The City of Morgantown, a municipal corporation and political
subdivision of the State of West Virginia, in Monongalia County, West Virginia, and, unless
the context clearly indicates otherwise, includes the Governing Body of the Issuer.

"Loan Agreement" means the loan agreement heretofore entered, or to be
entered, into by and among the Issuer, the Authority and the DEP, providing for the purchase
of the Series 2006 A Bonds from the Issuer by the Authority, the form of which shall be
approved, and the execution and delivery by the Issuer authorized and directed or ratified,
by the Supplemental Resolution,

"Mayor" means the Mayor of the Issuer.

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

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

"1992 Ordinance"” means the ordinance of the Issuer enacted September 1, 1992,
as supplemented by the supplemental resolution of the Issuer adopted September 1, 1992,

"1995 Ordinance™” means the ordinance of the Issuer enacted March 8, 1995,
as supplemented by the supplemental resolution of the Issuer adopted April 18, 1995,

"1997 Ordinance” means the ordinance of the Issuer enacted June 3, 1997, as
supplemented by the supplemental resolution of the Issuer adopted June 12, 1997.

"2000 Ordinance” means the ordinance of the [ssuer enacted February 15, 2000,
as supplemented by the Supplemental Resolution of the Issuer adopted February 15, 2000.

“2001 Ordinance” means the ordinance of the Issuer enacted January 16, 2001,
as supplemented by the Supplemental Resolution of the Issuer dated February 6, 2001.

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

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

"Outstanding " when used with reference to Bonds or Prior Bonds and as of any

particular date, describes all Bonds or Prior Bonds theretofore and thereupon being
authenticated and delivered, except (i) any Bond or Prior Bond cancelled by the Bond
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Registrar or Registrar for Prior Bonds, at or prior to said date; (ii) any Bond or Prior Bonds,
for the payment of which moneys, equal to its principal amount and redemption premium, if
applicable, with interest to the date of maturity or redemption shall be in trust hereunder, and
set aside for such payment (whether upon or prior to maturity); (1ii} any Bond deemed to have
heen paid as provided in Article X hereof; (iv) any Prior Bond deemed to have been paid; and
(v} for purposes of consents or other action by a specified percentage of Bondholders, or
holders of Prior Bonds, any Bonds or Prior Bonds registered to the Issuer.

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

"Paying Agent" means the Commission or other entity designated as such for
the Series 2006 A Bonds in the Supplemental Resolution.

"Prior Bonds" means, collectively, the Series 1992 Bonds, the Series 1995
Bonds, the Series 1997 Bonds, the Series 2000 A Bonds, the Series 2000 B Bonds and the
Series 2001 A Bonds.

"Prior Ordinances” means, collectively, the 1992 Ordinance, the 1995
Ordinance, the 1997 Ordinance, the 2000 Ordinance and the 2001 Ordinance.

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

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

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

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

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

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

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

(hy  The West Virginia "consolidated fund" managed by
the West Virginia Investment Management Board pursuant to
Chapter 12, Article 6 of the West Virginia Code of 1931, as
amended; and
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(i)  Obligations of States or political subdivisions or
agencies thereof, the interest on which is exempt from federal
income taxation, and which are rated at least "A" by Moody's
Investors Service, Inc. or Standard & Poor's Corporation.

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

"Registrar” means the Bond Registrar.

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

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

"Reserve Requirement” means, collectively, the respective amounts required to
be on deposit in any Reserve Account for the Prior Bonds and the Series 2006 A Bonds.

"Revenue Fund" means the Revenue Fund created by the Prior Ordinances and
continued hereby.

"Series 1992 Bonds" means the Combined Waterworks and Sewerage System
Revenue Bonds, Series 1992 (West Virginia SRF Program), of the Issuer, dated September 8,
1992, issued in the original aggregate principal amount of $11,900,000.

"Series 1995 Bonds" means the Combined Waterworks and Sewerage System
Revenue Bonds, Series 1995 (West Virginia SRF Program), of the Issuer, dated April 27,
1995, issued in the original aggregate principal amount of $1,601,477.

"Series 1997 Bonds" means the Combined Waterworks and Sewerage System
Refunding Revenue Bonds, Series 1997, of the Issuer, dated July 1, 1997, issued in the
original aggregate principal amount of $10,000,000.

"Series 2000 A Bonds" means the Combined Waterworks and Sewerage System
Revenue Bonds, Series 2000 A (West Virginia SRF Program), of the Issuer, dated February
29, 2000, issued in the original aggregate principal amount of $7,842,000.

"Series 2000 B Bonds" means the Combined Waterworks and Sewerage System

Revenue Bonds, Series 2000 B (West Virginia Infrastrucrure Fund), of the Issuer, dated
February 29, 2000, issued in the original aggregate principal amount of $2,488,000.
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“Series 2001 A Bonds” means the Combined Waterworks and Sewerage System
Revenue Bonds, Series 2001 A (West Virginia Infrastructure Fund), of the Issuer, dated
February 8, 2001, issued in the original aggregate principal amount of $3,812,470.

"Series 2006 A Bonds" means the Combined Waterworks and Sewerage System
Revenue Bonds, Series 2006 A (West Virginia SRF Program), of the Issuer, authorized by
this Bond Legislation.

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

"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 wiil become due on the
Series 2006 A Bonds in the then current or any succeeding year.

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

"Sinking Funds" means, collectively, the respective Sinking Funds estabiished
for the Series 2006 A Bonds and the Prior Bonds.

"SRF Administrative Fee"” means any administrative fee required to be paid
pursuant to the Loan Agreement.

"SRF Program" means the State’'s Water Pollution Control Revolving Fund
Program, under which the Authority purchases the water pollution control revenue bonds of
local governmental entities satisfying certain legal and other requirements with the proceeds
of a capitalization grant award from the United States Environmental Protection Agency and
funds of the State.

"SRF Regulations" means the regulations set forth in Title 47, Series 31 of the
West Virginia Code of State Regulations,

"State" means the State of West Virginia.
"Supplemental Resolution” means any resolution, ordinance or order of the
Issuer supplementing or amending this Ordinance and, when preceded by the article "the,"

refers specifically to the supplemental resolution authorizing the sale of the Series 2006 A
Bonds; provided, that any matter intended by this Ordinance to be included in the
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Supplemental Resolution with respect to the Series 2006 A Bonds, and not so included may
be included in another Supplemental Resolution.

"Surplus Revenues" means the Net Revenues not required by the Bond
Legislation to be set aside and held for the payment of or security for the Series 2006 A
Bonds, the Prior Bonds or any other obligations of the Issuer, including, without limitation,
the Depreciation Fund, the Sinking Funds and the Reserve Accounts.

"System” means, collectively, the complete existing public combined
waterworks and sewerage System of the Issuer, as presently existing in its entirety or any
integral part thereof, and shall include the Project and any additions, betterments and
improvements thereto hereafter acquired or constructed for the System from any sources
whatsoever, both within and without the Issuer.

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

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

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT

Section 2.01. Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of not to exceed $8,630,000, 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 2006 A Bonds hereby authorized
shall be applied as provided in Article VI hereof. The Issuer has received bids and will enter
mnto contracts for the acquisition and construction of the Project, compatible with the
financing plan submitted to the DEP and the Authority.

The cost of the Project is estimated not to exceed approximately $8,630,000, of
which approximately $8,500,000 will be obtained from proceeds of the Series 2006 A Bonds
and approximately $130,000 from the Issuer’s contribution.
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ARTICLE Tl

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 A Bonds, funding a reserve account or purchasing a surety bond
to fund a reserve account for the Series 2006 A Bonds, paying Costs of the Project not
otherwise provided for and paying certain costs of issuance of the Series 2006 A Bonds and
related costs, or any or all of such purposes, as determined by the Supplemental Resolution,
there shall be issued the negotiable Series 2006 A Bonds of the Issuer. The Series 2006
A Bonds shall be issued as a single bond, designated as "Combined Waterworks and
Sewerage System Revenue Bonds, Series 2006 A (West Virginia SRF Program),” in the
principal amount of not more than $8,500,000, and shall have such terms as set forth
hereinafter and in the Supplemental Resolution. The proceeds of the Series 2006 A Bonds
remaining after funding of the Series 2006 A Bonds Reserve Account (if funded from Bond
proceeds) and capitalization of interest, if any, shall be deposited in or credited to the Series
2006 A 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, The Series 2006 A Bonds shall be issued
im such principal amount; shail bear interest at such rate or rates, not exceeding the then legal
maximum, payable quarterly on such dates; shall mature on such dates and in such amounts;
and shall be redeemable, in whole or in part, all as the Issuer shall prescribe in a
Supplemental Resolution or as specifically provided in the Loan Agreement, The Series 2006
A Bonds shall be payable as to principal at the office of the Paying Agent, in any coin or
currency which, on the dates of payment of principal is legal tender for the payment of public
or private debts under the laws of the United States of America, Interest on the Series 2006
A Bonds shall be paid by check or draft of the Paying Agent or its agent, mailed to the
Registered Owner thereof at the address as it appears on the books of the Bond Registrar, or
by such other method as shall be mutually agreeable so long as the Authority is the Registered
Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2006
A Bonds shall initially be issued In the form of a single bond, fully registered to the
Authority, with a record of advances and a debt service schedule attached, representing the
aggregate principal amount of the Series 2006 A Bonds. The Series 2006 A Bonds shall be
exchangeable at the option and expense of the Registered Owner for another fully registered
Bond or Bonds of the same series in aggregate principal amount equal to the amount of said
Bonds then Qutstanding and being exchanged, with principal installments or maturities, as
applicable, corresponding to the dates of payment of principal installments of said Bonds;
provided, that the Authority shall not be obligated to pay any expenses of such exchange.
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Subsequent series of Bonds, if any, shall be issued in fully registered form and
in denominations as determined by a Supplemental Resolution. Such Bonds shall be dated and
shall bear interest as set forth in a Supplemental Resolution.

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

Section 3.04. Authentication and Registration. No Series 2006 A Bond
shall be valid or obligatory for any purpose or entitled to any security or benefit under this
Bond Legislation unless and until the Certificate of Authentication and Registration on such
Bond, substantially in the form set forth in Section 3.10 hereof shall have been manually
executed by the Bond Registrar. Any such executed Certificate of Authentication and
Registration upon any such Bond shall be conclusive evidence that such Bond has been
authenticated, registered and delivered under this Bond Legislation. The Certificate of
Authentication and Registration on any Series 2006 A Bond shall be deemed to have been
executed by the Bond Registrar if manually signed by an authorized officer of the Bond
Registrar, but it shall not be necessary that the same officer sign the Certificate of
Authentication and Registration on all of the Bonds issued hereunder.

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

So long as the Series 2006 A Bonds remain outstanding, the Issuer, through the

Bond Registrar or its agent, shall keep and maintain books for the registration and transfer
of such Bonds.
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The registered Series 2006 A Bonds shall be transferable only upon the books
of the Bond Registrar, by the registered owner thereof in person or by his attorney duly
authorized in writing, upon surrender thereto together with a written instrument of transfer
satisfactory to the Bond Registrar duly executed by the registered owner or his duly
authorized attorney.

In all cases in which the privilege of exchanging Series 2006 A Bonds or
transferring the registered Series 2006 A Bonds are exercised, all Series 2006 A Bonds shall
be delivered in accordance with the provisions of this Bond Legislation. All Series 2006
A Bonds surrendered in any such exchanges or transfers shall forthwith be canceled by the
Bond Registrar. For every such exchange or transfer of Series 2006 A Bonds, the Bond
Registrar may make a charge sufficient to reimburse it for any tax, fee or other governmental
charge required to be paid with respect to such exchange or transfer and the cost of preparing
each new Bond upon each exchange or transfer, and any other expenses of the Bond Registrar
incurred in connection therewith, which sum or sums shall be paid by the Issuer. The Bond
Registrar shall not be obliged to make any such exchange or transfer of Series 2006 A Bonds
during the period commencing on the 15th day of the month next preceding an interest
payment date on the Series 2006 A Bonds or, in the case of any proposed redemption of
Series 2006 A Bonds, next preceding the date of the selection of Bonds to be redeemed, and
ending on such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case any
Series 2006 A Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may,
in its discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate
and deliver, a new Bond of the same series and of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bond, upon
surrender and cancellation of such mutilated Bond, or in lieu of and substitution for the Bond
destroyed, stolen or lost, and upon the Holder's furnishing satisfactory indemnity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the 1ssuer and the Bond Registrar may incur. All Bonds so
surrendered shall be canceled by the Bond Registrar and held for the account of the Issuer.
If any such Bond shall have matured or be about to mature, instead of issuing a substitute
Bond, the Issuer may pay the same, upon being indemnified as aforesaid, and if such Bond
be lost, stolen or destroyed, without surrender thereof.

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

CHB03962.3 17



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

Section 3.09. Delivery of Bonds. The Issuer shall execute and deliver the
Series 2006 A Bonds to the Registrar, and the Registrar shall authenticate, register and deliver
the Series 2006 A Bonds to the original purchasers upon receipt of the documents set forth
below:

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

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

C.  An executed and certified copy of the Bond
Legislation;

D. An executed copy of the Loan Agreement; and

E. The unqualified approving opinion of bond counsel
on the Series 2006 A Bonds.

Section 3.10. Form of Bonds. The text of the Series 2006 A Bonds shall
be in substantially the following form, 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
THE CITY OF MORGANTOWN
COMBINED WATERWORKS AND SEWERAGE
SYSTEM REVENUE BOND, SERIES 2006 A
(WEST VIRGINIA SRF PROGRAM)

No. AR-1 3

KNOW ALL MEN BY THESE PRESENTS: That on this the day of
» 2006, THE CITY OF MORGANTOWN, a municipal corporation and political
subdivision of the State of West Virginia in Monongalia 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
DOLLARS (5 ), or such lesser amount as shall have been advanced to the
Issuer hereunder and not previously repaid, as set forth in the "Record of Advances” attached
as EXHIBIT A hereto and incorporated herein by reference, in quarterly installments on
March 1, June 1, September 1 and December 1 of each year, commencing I,
200_, as set forth on the "Debt Service Schedule" attached as EXHIBIT B hereto and
incorporated herein by reference with interest on each installment at the rate per annum set
forth on said EXHIBIT B. The interest and SRF administrative fee (as defined in the
hereinafter described Bond Legislation) on this Bond shall be payable quarterly on March 1,
June 1, September 1 and December 1 of each year, commencing I,
200 , as set forth on EXHIBIT B attached hereto,

Principal installments of this Bond are payable in any coin or currency which,
on the respective dates of payment of such installments, is legal tender for the payment of
public and private debts under the laws of the United States of America, at the office of the
West Virginia Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent").
The interest on this Bond is payable by check or draft of the Paying Agent mailed to the
registered owner hereof at the address as it appears on the books of The Huntington National
Bank, Charleston, West Virginia, as registrar (the "Registrar"), on the 15th day of the month
next preceding an interest payment date, or by such other method as shall be mutuajly
agreeable so long as the Authority is the Registered Owner hereof.

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
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Department of Environmental Protection (the "DEP"), and upon the terms and conditions
prescribed by, and otherwise in compliance with, the Loan Agreement by and among the
Issuer, the Authority and the DEP, dated , 2006.

This Bond is issued (i) to pay the costs of acquisition and construction of certain
extensions, additions, betterments and improvements to the sewerage portion of the existing
public combined waterworks and sewerage system of the Issuer (the "Project™); (ii) to pay the
cost of a surety bond to fund the reserve account for the Bonds of this Series (the "Bonds");
and (iii) to pay certain costs of issuance of the Bonds and related costs. The existing public
combined waterworks and sewerage system of the Issuer, the Project, and any further
extensions, additions, betterments or improvements thereto are herein calied 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 particutarly Chapter 8, Article 20 and
Chapter 22C, Article 2 of the West Virginia Code of 1931, as amended (collectively, the
"Act"), a Bond Ordinance duly enacted by the Issuer on , 2006, and a
Supplemental Resolution duly adopted by the Issuer on , 2006 (collectively,
the "Bond Legislation™), and is subject to all the terms and conditions thereof. The Bond
Legislation provides for the issuance of additional bonds under certain conditions, and such
bonds would be entitled to be paid and secured equally and ratably from and by the funds and
revenues and other security provided for the Bonds under the Bond Legislation,

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THE ISSUER'S (1) COMBINED WATERWORKS AND SEWERAGE
SYSTEM REVENUE BONDS, SERIES 1992 (WEST VIRGINIA SRF PROGRAM),
DATED SEPTEMBER 8, 1992, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $11,900,000 (THE "SERIES 1992 BONDS"); (2) COMBINED
WATERWORKS AND SEWERAGE SYSTEM REVENUE BONDS, SERIES 1995 (WEST
VIRGINIA SRF PROGRAM), DATED APRIL 27, 1995, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,601,477 (THE "SERIES 1995 BONDS"); (3)
COMBINED WATERWORKS AND SEWERAGE SYSTEM REFUNDING REVENUE
BONDS, SERIES 1997, DATED JULY 1, 1997, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $10,000,000 (THE "SERIES 1997 BONDS");
(4) COMBINED WATERWORKS AND SEWERAGE SYSTEM REVENUE BONDS,
SERIES 2000 A (WEST VIRGINIA SRF PROGRAM), DATED FEBRUARY 29, 2000,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $7,842,000 (THE
"SERIES 2000 A BONDS"); (5) COMBINED WATERWORKS AND SEWERAGE
SYSTEM REVENUE BONDS, SERIES 2000 B (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 29, 2000, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF §$2,488,000 (THE "SERIES 2000 B BONDS"); AND (6)
COMBINED WATERWORKS AND SEWERAGE SYSTEM REVENUE BONDS, SERIES
2001 A (WEST VIRGINIA INFRASTRUCTURE FUND), DATED FEBRUARY 8, 2001,
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ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $3,812,470
(COLLECTIVELY, THE "PRIOR BONDS").

This Bond is payable only from and secured by a pledge of the Gross Revenues
{as defined in the Bond Legislation) to be derived from the operation of the System, on a
parity with the pledge of Gross Revenues in favor of the holders of the Prior Bonds, and from
moneys in the reserve account created under the Bond Legislation for the Bonds (the
"Series 2006 A Bonds Reserve Account"), and unexpended proceeds of the Bonds. Such
Gross Revenues shall be sufficient to pay the principal of and interest on all bonds which may
be issued pursuant to the Act and which shall be set aside as a special fund hereby pledged
for such purpose. This Bond does not constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same or the interest hereon, except from said special fund provided from
the Gross Revenues, the moneys in the Series 2006 A Bonds Reserve Account and
unexpended proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has
covenanted and agreed to establish and maintain just and equitable rates and charges for the
use of the System and the services rendered thereby, which shall be sufficient, together with
other revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 125% of the
maximum amount payable in any year for principal of and interest 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 Prior Bonds, so long as the Series 1997 Bonds are outstanding, and thereafter,
115% of such amount; provided however, that if the Series 1997 Bonds are no longer
outstanding and so long as there exists in the Series 2006 A Bonds Reserve Account an
amount at least equal to the maximum amount of principal and interest 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 Prior Bonds, an amount at least equal to the requirement therefor, such
percentage may be reduced to 110%. The lssuer has entered into certain further covenants
with the registered owners of the Bonds for the terms of which reference is made to the Bond
Legislation. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Bond Legislation, to which reference is here made for a detailed description
thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of the Registrar by the
registered owner, or by its attorney duly authorized in writing, upon the surrender of this
Bond, together with a written instrument of transfer satisfactory to the Registrar, duly
executed by the registered owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond, under the

provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.
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All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law and the Bond
Legislation, shall be applied solely to payment of the costs of the Project and costs of issuance
hereof described in the Bond Legisiation, and there shall be and hereby is created and granted
a lien upon such moneys, until so applied, in favor of the registered owner of this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at the
issuance of this Bond do exist, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the Gross Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of and interest on this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which this

Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the same
extent as if written fully herein.
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IN WITNESS WHEREOF, THE CITY OF MORGANTOWN has caused this
Bond to be signed by its Mayor and City Manager, and its corporate seal to be hereunto
affixed and attested by its City Clerk, and has caused this Bond to be dated the day and year
first written above.

{SEAL]

Mayor

City Manager
ATTEST:
City Clerk
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2006 A 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

By:
Its: Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(..$ (19) $§
2 % (200§
(3 3 (21) 8
4 3§ 22) %
) % (23) §
(6) % (24) $
(N3 (25) %
(8 § (26) $
9. $ 27 3
(19 (28 §
an % (2% 3
(12) § (30)__$
(13) % (31 $
(14) $§ (32) 8
(15)_ % (33)..8
(16) $ (34) §
a7 3 (33 §
(18) % (36) §
TOTAL §
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EXHIBIT B

DEBT SERVICE SCHEDULE
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{Form of)

ASSIGNMENT

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

the within Bond and does hereby irrevocably constitute and appoint

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

Dated:

In the presence of:

CHB803962.3



Section 3.11. Sale of Bonds; Approval and Ratification of Execution of
Loan Agreement. The Series 2006 A 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 Mayor and the City Manager are specifically authorized and directed to
execute the Loan Agreement in the form attached hereto as "Exhibit A" and made a part
hereof, and the City Clerk is directed 1o affix the seal of the Issuer, attest the same and deliver
the Loan Agreement to the Authority, and any such prior execution and delivery is hereby
authorized, approved, ratified and confirmed. The Loan Agreement, including all schedules
and exhibits attached thereto, are hereby approved an incorporated into this Bond Legislation.

Section 3.12. Filing of Amended Schedule. Upon completion of the
acquisition and construction of the Project, the Board will file with the Authority and the
DEP, a schedule, the form of which will be provided by the DEP, setting forth the actual
costs of the Project and sources of funds therefor.
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ARTICLE IV

[RESERVED]
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ARTICLEV

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

Section 5,01, Establishment of Funds and Accounts with Depository Bank
The following special funds or accounts are hereby created with (or continued if previously

established by the Prior Ordinances) and shali be held by the Depository Bank, separate and
apart from all other funds or accounts of the Depository Bank or the Issuer and from each
other:

(1)  Revenue Fund (established by the Prior Ordinances);
(2)  Depreciation Fund (established by the Prior Ordinances);

(3)  Operation and Maintenance Fund (established by the Prior
Ordinances); and

{4y  Series 2006 A Bonds Construction Trust Fund.

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

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

Section 5.03. System Revenues; Flow of Funds. A. The entire Gross
Revenues derived from the operation of the System and all parts thereof shall be deposited
upon receipt by the Issuer in the Revenue Fund. The Revenue Fund shall constitute a trust
fund for the purposes provided in the Prior Ordinances and 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 the Prior Ordinances and this Bond
Legislation. All moneys at any time on deposit in the Revenue Fund shall be disposed of only
in the following manner and order of priority:

(1)  The Issuer shall first, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Commission (i) for deposit
in the respective Sinking Funds for the Prior Bonds, the amounts required by
the respective Prior Ordinances to pay interest on the Prior Bonds; and (ii)
commencing 3 months prior to the first date of payment of interest on the
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Series 2006 A Bonds for which interest has not been capitalized or as required
in the Loan Agreement, for deposit in the Series 2006 A Bonds Sinking Fund,
an amount equal to 1/3rd of the amount of interest which will become due on
the Series 2006 A Bonds on the next ensuing quarterly interest payment date;
provided that, in the event the period to elapse between the date of such initial
deposit in the Series 2006 A Bonds Sinking Fund and the next quarterly interest
payment date is less than 3 months, then such monthly payments shall be
increased proporticnately to provide, 1 month prior to the next quarterly
interest payment date, the required amount of interest coming due on such date.

(2) The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and simultaneously remit to the Commission (i) for
deposit in the respective Sinking Funds for the Prior Bonds, the amounts
required by the respective Prior Ordinances to pay the principal of the Prior
Bonds; and (ii) commencing 3 months prior to the first date of payment of
principal of the Series 2006 A Bonds, for deposit in the Series 2006 A Bonds
Sinking Fund, an amount equal to 1/3rd of the amount of principal which will
mature and become due on the Series 2006 A Bonds on the next ensuing
quarterly principal payment date; provided that, in the event the period to
elapse between the date of such initial deposit in the Series 2006 A Bonds
Sinking Fund and the next quarterly principal payment date is less than
3 months, then such monthly payments shall be increased proportionately to
provide, 1 month prior to the next quarterly principal payment date, the
required amount of principal coming due on such date.

(3)  The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Commission (i) for deposit
in the respective Reserve Accounts for the Prior Bonds, the amounts required
by the respective Prior Ordinances to be deposited therein; and (ii) commencing
3 months prior to the first date of payment of principal of the Series 2006 A
Bonds, if not fully funded upon issuance of the Series 2006 A Bonds, for
deposit in the Series 2006 A Bonds Reserve Account, an amount equal to
1/120th of 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.

(4)  The Issuer shall next, each month, transfer from the Revenue
Fund and deposit in the Operation and Maintenance Fund, an amount sufficient
to pay the current Operating Expenses of the System.
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(5) The Issuer shall next, from the moneys remaining in the Revenue
Fund, on the first day of each month transfer to the Depreciation Fund, an
amount equal to 2 1/2% of the Gross Revenues each month (as previously set
forth in the Prior Ordinances and not in addition thereto), exclusive of any
payments for account of any Reserve Account. All funds in the Depreciation
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 Depreciation
Fund for replacements, emergency repairs, improvements or extensions to the
System; provided, that any deficiencies in the Reserve Accounts (except to the
extent such deficiency exists because the required payments into such accounts
have not, as of the date of determination of a deficiency, funded such accounts
to the maximum extent required hereof) shall be promptly eliminated with
moneys from the Depreciation Fund.

(6)  After making all of the foregoing deposits and payments, any
excess moneys then remaining in the Revenue Fund (" Surplus Revenues") may
be used for any lawful purpose of the System.

Moneys in the Series 2006 A Bonds Sinking Fund shall be used only for the
purposes of paying principal of and interest on the Series 2006 A Bonds, as the same shall
become due. Moneys in the Series 2006 A Bonds Reserve Account shall be used only for the
purpose of paying principal of and interest on the Series 2006 A Bonds, as the same shall
come due, when other moneys in the Series 2006 A Bonds Sinking Fund are insufficient
therefor, and for no other purpose.

All investment earnings on moneys in the Series 2006 A Bonds Sinking Fund
and the Series 2006 A Bonds Reserve Account shall be returned, not less than once each year,
by the Commission to the Issuer, and such amounts shall, during construction of the Project,
be deposited in the Series 2006 A Bonds Construction Trust Fund, and following completion
of construction of the Project, shall be deposited in the Revenue Fund and applied in full, first
to the next ensuing interest payment due on the Series 2006 A Bonds, and then to the next
ensuing principal payment due thereon,

Any withdrawals from the Series 2006 A Bonds Reserve Account which results
in a reduction in the balance therein to below the Series 2006 A Bonds Reserve Requirement
shall be subsequently restored from the first Gross Revenues available after all required
payments have been made in full in the order set forth above.

As and when additional Bonds ranking on a parity with the Series 2006 A Bonds
are issued, provision shall be made for additional payments into the respective sinking fund
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sufficient to pay the interest on such additional parity Bonds and accomplish retirement
thereof at maturity and to accumulate a balance in the respective reserve account in an amount
equal to the requirement thereof.

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

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

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

Moneys in the Series 2006 A Bonds Sinking Fund and the Series 2006 A Bonds
Reserve Account shall be invested and reinvested by the Commission in accordance with
Section 8.01 hereof.

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

B. The Issuer shall on the first day of each month (if such day is not a
business day, then the next succeeding business day), deposit with the Commission the
required interest, principal and reserve payments with respect to the Series 2006 A 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 Legislation.
The Issuer shall, on the first day of each month (if the first day is not a business day, then the
first business day of each month) deposit with the Commission, the SRF Administrative Fee
as set forth in the Schedule Y attached to the Loan Agreement.

C.  ThelIssuer shall complete the "Monthly Payment Form," a form of which

1s attached to the L.oan Agreement and submit a copy of said form along with a copy of its
payment check to the Authority by the 5th day of such calendar month.
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D.  Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinabove provided, are current and
there remains in the Revenue Fund a balance in excess of the estimated amounts required to
be so transferred and paid into such funds during the following month or such other period
as required by the Act, such excess shall be considered as surplus revenues (the "Surplus
Revenues"). Surplus Revenues may be used for any lawful purpose of the System.

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

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

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

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

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

J. All Tap Fees, as received, shall be deposited in the Revenue Fund and
may be used for any lawful purpose of the System,

Section 5.04., Reserve Account Letter of Credit or Surety Bond. With the
advance written consent of the Authority, the Issuer may, in lieu of funding the Series 2006
A Bonds Reserve Account with cash or Qualified Investments, satisfy the Series 2006 A
Bonds Reserve Requirement by obtaining a reserve account letter of credit, a surety bond, or
other credit facility satisfactory to the Authority in an amount equal to the Series 2006
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A Bonds Reserve Requirement. The Issuer hereby authorizes the purchase of a reserve
account letter of credit, a surety bond, or other credit facility satisfactory to the Authority,
all as set forth in a Supplemental Resolution, and the execution and delivery of any applicable
reimbursement agreement or note in such forms as shall be described in a Supplemental
Resolution.
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ARTICLE VI
BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS
Section 6.01. Application of Bond Proceeds; Pledge of Unexpended Bond

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

A.  From the proceeds of the Series 2006 A Bonds, there shall first be
deposited with the Commission in the Series 2006 A Bonds Sinking Fund, the amount, if any,
set forth in the Supplemental Resolution as capitalized interest.

B. Next, from the proceeds of the Series 2006 A Bonds, the Issuer may
purchase a surety bond to fund the Series 2006 A Bonds Reserve Account as set forth in the
Supplemental Resolution, or there shall be deposited with the Cormmission in the Series 2006
A Bonds Reserve Account, the amount, if any, set forth in the Supplemental Resolution for
funding of the Series 2006 A Bonds Reserve Account.

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

D.  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 approved by the DEP.

Section 6.02. Disbursements From the Series 2006 A Bond Construction
Trust Fund. On or before the closing date, the Board shall have delivered to the Authority
and the DEP a report listing the specific purposes for which the proceeds of the Series 2006
A Bonds will be expended and the disbursement procedures of such proceeds, including an
estimated monthly draw schedule. Payments for Costs of the Project shall be made monthly.

The Issuer hereby appoints and designates the Board, and the Authorized
Officers thereof, as its agent (i) for the review and approval of all invoices for the Project to
be paid from the proceeds of the Series 2006 A Bonds; (ii) to take any and all actions
necessary to apply for and obtain a commitment from the DEP, specifically including, but not
limited to, any administrative loan documents required by DEP; and (iii) to act on and execute
documents on behalf of the Issuer for any and all federal and state actions as they relate to the
planning, design and/or construction of the Project.
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Except as provided in Section 6.01 hereof, disbursements from the Series 2006
A Bonds Construction Trust Fund shall be made only after submission to, and approval from,
the Authority and the DEP of the following:

(1) a completed and signed "Payment Requisition Form," a form of which is
attached to the Loan Agreement, in compliance with the construction schedule;
and

(2)  a certificate, signed by an Authorized Officer and the Consulting Engineers,
stating that:

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

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

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

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

Pending such application, moneys in the Series 2006 A 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 Covenanits of the Issuer .  All the covenants,
agreements and provisions of this Bond Legislation shall be and constitute valid and legally
binding covenants of the Issuer and shall be enforceable in any court of competent jurisdiction
by any Holder or Holders of the Series 2006 A 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 A Bonds as hereinafter provided in this Article VII. All
such covenants, agreements and provisions shall be irrevocable, except as provided herein,
as long as any of the Series 2006 A Bonds or the interest thereon is Outstanding and unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The Series 2006
A Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of any
constitutional, 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 the Series 2006
A Bonds shall ever have the right to compel the exercise of the taxing power of the Issuer to
pay the Series 2006 A Bonds or the interest thereon.

Section 7.03. Bonds Secured by Pledge of Gross Revenues; Lien Position
with respect to Prior Bonds. The payment of debt service of the Series 2006 A Bonds shall
be secured by a first lien on the Gross Revenues derived from the Systern, on a parity with
the len on the Gross Revenues in favor of the Holders of the Prior Bonds. Such Gross
Revenues in an amount sufficient to pay the principal of and interest on the Series 2006
A Bonds and the Prior Bonds and to make all other paymenis provided for in the Bond
Legislation are hereby irrevocably pledged to such payments as they become due,

Section 7.04. Rates and Charges. The Issuer has obtained any and all
approvals of rates and charges required by State law and has taken any other action required
to establish and impose such rates and charges, with all requisite appeal periods having
expired without successful appeal. Such rates and charges shall be sufficient to comply with
the requirements of the Loan Agreement. The initial schedule of rates and charges for the
services and facilities of the System shall be as set forth in the water rate ordinance of the
Issuer enacted December 20, 2005, and the sewer rate ordinance of the Issuer enacted
December 20, 2005, which rates are incorporated herein by reference as a part hereof.

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

Section 7.05. Sale of the System . So long as the Prior Bonds are
outstanding, the Issuer shall not sell, mortgage, lease or otherwise dispose of or encumber the
System, or any part thereof, except as provided in the Prior Ordinances. Additionally, so long
as the Series 2006 A Bonds are outstanding and except as otherwise required by law or with
the written consent of the DEP and the Authority, the System may not be sold, mortgaged,
leased or otherwise disposed of, except as a whole, or substantially as a whole, and only if the
net proceeds to be realized shall be sufficient to 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 Commission for deposit in the Series 2006 A Bonds Sinking Fund, and, with
the written permission of the DEP and the Authority, or in the event the Authority is no longer
a Bondholder, the Issuer shall direct the Commission to apply such proceeds to the payment
of principal of and interest on the Series 2006 A Bonds. Any balance remaining after the
payment of the Series 2006 A Bonds and interest thereon shall be remitted to the Issuer by the
Comimission unless necessary for the payment of other obligations of the Issuer payable out
of the revenues of the System.

The foregoing provision notwithstanding, the Board shall have and hereby
reserves the right to sell, tease or otherwise dispose of any of the property comprising a part
of the Systemn hereinafter determined in the manner provided herein to be no longer necessary,
useful or profitable in the operation thereof. Prior to any such sale, lease or other disposition
of such property, if the amount to be received therefor, together with all other amounts
received during the same Fiscal Year for such sales, leases or other dispositions of such
properties, is not in excess of $50,000, the Board shall, by resolution, determine that such
property comprising a part of the System is no longer necessary, useful or profitable in the
operation thereof and may then provide for the sale of such property. The proceeds of any
such sale shall be deposited in the Revenue Fund. If the amount to be received from such sale,
lease or other disposition of said property, together with all other amounts received during the
same Fiscal Year for such sales, leases or other dispositions of such properties, shall be in
excess of $30,000 but not in excess of $200,000, the Board shall first, determine, upon
consultation with a professional engineer, that such property comprising a part of the System
is no longer necessary, useful or profitable in the operation thereof and may then, if it be so
advised, by resolution duly adopted, authorize such sale, lease or other disposition of such
property upon public bidding. The proceeds of any such sale shall be deposited in the
Depreciation Fund. The payment of such proceeds into the Depreciation Fund shall not reduce
the amount required to be paid into such account by other provisions of this Bond Legislation.
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No sale, lease or other disposition of the properties of the System shall be made
by the Board if the proceeds to be derived therefrom, together with all other amounts received
during the same Fiscal Year for such sales, leases or other dispositions of such properties, shall
be in excess of $200,000 and insufficient to pay all Bonds then Outstanding, without the prior
approval and consent in writing of the Holders, or their duly authorized representatives, of the
Bonds then Qutstanding. The Issuer shall prepare the form of such approval and consent for
execution by the then Holders of the Bonds for the disposition of the proceeds of the sale, lease
or other disposition of such properties of the System.

Notwithstanding any of the foregoing provisions of this Section 7.05 to the
contrary, the Issuer hereby reserves the right to sell a tract of about 200 acres on Mayfieid
Road heretofore acquired for the System, which property is not being used nor is it useful for
the System, such sale to be at such time and in such manner and for such price as the Issuer,
with prior written approval of the Board, shall determine and without any other restrictions
upon such sale insofar as this Bond Legislation is concerned. Moneys received upon any such
sale under this paragraph, after deduction of all costs of such sale, shall be deposited in the
Revenue Fund,

Section 7,06. Issuance of Other Obligations Payable Out of Revenues and
General Covenant Against Encumbrances. Except as provided for in Section 7.06 and
Section 7.07 hereof, the Issuer shall not issue any other obligations whatsoever payable from
the revenues of the System which rank prior to, or equally, as to lien on and source of and
security for payment from such revenues with the Series 2006 A Bonds and the Prior Bonds.
All obligations issued by the Issuer after the issuance of the Series 2006 A Bonds and payable
from the revenues of the System, except such additional parity Bonds, shall contain an eXpress
statement that such obligations are junior and subordinate, as to lien on and source of and
security for payment from such revenues and in all other respects, to the Series 2006 A Bonds;
provided, that no such subordinate obligations shall be issued unless all payments required to
be made into all funds and accounts established by this Bond Legislation have been made and
are current at the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be
created, any debt, lien, pledge, assignment, encumbrance or any other charge having priority
over or being on a parity with the lien of the Series 2006 A Bonds, and the interest thereon,
upon any of the income and revenues of the System pledged for payment of the Series 2006
A Bonds and the interest thereon in this Bond Legislation, or upon the System or any part
thereof.

The Issuer shall give the Authority and the DEP prior written notice of its
issuance of any other obligations to be used for the System, payable from the revenues of the
System or from any grants for the Project, or any other obligations related to the Project or
the System.
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Section 7.07. Parity Bonds. So long as the Prior Bonds are outstanding,
the limitations on the issuance of parity obligations set forth in the Prior Ordinances shall be
applicable. In addition, no Parity Bonds, payable out of the revenues of the System, shall be
issued after the issuance of the Series 2006 A Bonds pursuant to this Bond Legislation, without
the prior written consent of the Authority and the DEP and without complying with the
conditions and requirements herein provided (unless less restrictive than the provisions of the
Prior Ordinances).

All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2006 A Bonds.

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

No Parity Bonds shall be issued at any time, however, unless and unti there has
been procured and filed with the City Clerk a written statement by the Independent Certified
Public Accountants, reciting the conclusion that the Net Revenues actually derived, subject to
the adjustments hereinafter provided for, from the System during the Fiscal Year immediately
preceding the date of the actual issuance of such Parity Bonds so long as the Series 1997 Bonds
are outstanding, and thereafter during any 12 consecutive months, within the 18 months
immediately preceding the date of the actual issuance of such Parity Bonds, plus the estimated
average increased annual Net Revenues expected to be received in each of the 3 succeeding
years after the completion of the improvements to be financed by such Parity Bonds, if any,
shall, so long as the Series 1997 Bonds are outstanding, not be less than 125 %, and thereafter,
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 on the following:

(1)  The Bonds then Outstanding;

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

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

The "estimated average increased annual Net Revenues 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 enacted by the
Issuer, the time for appeal of which shall have expired (without successful appeal) prior to the
tssuance of such Parity Bonds, and shall not exceed the amount to be stated in a certificate of
the Independent Certified Public Accountants, which shall be filed in the office of the City
Clerk prior to the issuance of such Parity Bonds.

CHS03962.3 41



The Net Revenues actually derived from the System during the 12 consecutive
month period hereinabove referred to may be adjusted by adding to such Net Revenues such
additional Net Revenues which would have been received, in the opinion of the Independent
Certified Public Accountants, on account of increased rates, rentals, fees and charges for the
System enacted by the Issuer, the time for appeal of which shall have expired (without
successful appeal) prior to issuance of such Parity Bonds. For purposes of this test, the terms
"Gross Revenues” and "Net Revenues” shall not include proceeds from the sale of capital
assets.

All covenants and other provisions of this Bond Legislation (except as to details
of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and
security of the Holders of the Bonds and the Holders of any Parity Bonds theretofore or
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 Gross Revenues of the System, and their source of and security for
payment from the Gross Revenues, without preference of any Bond over any other. The Issuer
shall comply fully with all the increased payments into the various funds and accounts created
in this Bond Legislation required for and on account of such Parity Bonds, in addition to the
payments required for Bonds theretofore issued pursuant to this Bond Legisiation.

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

Section 7.08. Books; Records and Audit. The Board shall keep complete
and accurate records of the cost of acquiring the Project site and the costs of acquiring,
constructing and installing the Project. The Board shall permit the Authority and the DEP, or
their agents and representatives, to inspect ali books, documents, papers and records relating
to the Project and the System at all reasonable times for the purpose of audit and examination.
The Board shall submit to the Authority and the DEP such documents and information as they
may reasonably require in connection with the acquisition, construction and installation of the
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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 Board shall permit the Authority and the DEP, or their agents and
representatives, to inspect all records pertaining to the operation and maintenance of the
System at all reasonable times following completion of construction of the Project and
commencement of operation thereof, or, if the Project is an improvement to an existing
system, at any reasonable time following commencement of construction.

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

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

The Board shall file with the Authority and the DEP, or any other original
purchaser of the Series 2006 A Bonds, and shall mail in each year to any Holder or Holders
of the Series 2006 A 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 Legisiation and the status of all said funds
and accounts.

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

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

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

The Issuer shall provide the DEP with all appropriate documentation to comply
with any special conditions established by federal and/or state regulations as set forth in
Exhibit E of the Loan Agreement or as promulgated from time to time.

The Board shall permit the Authority and the DEP, or their agents and
representatives, 1o 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 Board shall also provide the Authority and the DEP, or their agents and
representatives, with access to the System site and System facilities as may be reasonably
necessary to accomplish all of the powers and rights of the Authority and the DEP with
respect to the System pursuant to the Act.

Section 7.09, Rates. Prior to the issuance of the Series 2006 A Bonds,
equitable rates or charges for the use of and service rendered by the System shall be
established all in the manner and form required by law, and copies of such rates and charges
so established will be continuously on file with the City Clerk, which copies will be open to
inspection by all interested parties. The schedule of rates and charges shall at all times be
adequate to produce Gross Revenues fromn 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
other revenues of the System (i) to provide for all Operating Expenses of the System and (ii)
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to leave a balance each year equal to at least 125% of the maximum amount required in any
year for payment of principal of and interest on the Series 2006 A Bonds and all other
obligations secured by a lien on or payable from such revenues on a parity with the
Series 2006 A Bonds, including the Prior Bonds, so long as the Series 1997 Bonds are
outstanding, and thereafter 115% of such amount; provided that, in the event the Series 1997
Bonds are no longer outstanding and amounts equal to or in excess of the reserve
requirements are on deposit in the Series 2006 A Reserve Account and any reserve accounts
for obligations on a parity with the Series 2006 A 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 on the Series 2006
A Bonds and all other obligations secured by a lien on or payable from such revenues on a
parity with the Series 2006 A Bonds, including the Prior Bonds. For purposes of this test,
the terms "Gross Revenues" and "Net Revenues” shall not include proceeds from the sale of
capital assets, so long as the Series 1997 Bonds are outstanding. In any event, the Issuer shall
not reduce the rates or charges for services set forth in the rate ordinances described in
Section 7.04.

Section 7.10. Operating Budget and Monthly Financial Report . The
Board shall annually, at least 45 days preceding the beginning of each Fiscal Year, prepare

and adopt by resolution a detailed, balanced budget of the estimated revenues and
expenditures for operation and maintenance of the System during the succeeding Fiscal Year
and shall submit a copy of such budget to the Authority and the DEP within 30 days of
adoption thereof. No expenditures for the operation and maintenance of the System shall be
made in any Fiscal Year in excess of the amounts provided therefor in such budget without
a written finding and recommendation by a professional engineer, which finding and
recommendation shall state in detail the purpose of and necessity for such increased
expenditures for the operation and mainienance of the System, and no such increased
expenditures shall be made until the Board 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
professional engineer that such increased expenditures are necessary for the continued
operation of the System. The Board shall within 30 days of adoption thereof mail copies of
such annual budget and alil resolutions authorizing increased expenditures for operation and
maintenance to the Authority and the DEP and to any Holder of any 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 Authority, the DEP and any Holder of any Bonds or anyone acting
for and on behalf of such Holder of any Bonds.

Commencing on the date contracts are executed for the acquisition and

construction of the Project and for 2 years following the completion of the Project, the Board
shall each month complete a "Monthly Financial Report," a form of which is attached to the
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Loan Agreement, and forward a copy of such report to the Authority and the DEP by the
10th day of each month.

Section7.11. Engineering Services and Operating Personnel. The Board
shall obtain a certificate of the Consulting Engineers in the form attached to the Loan

Agreement, stating, among other things, that the Project has been or will be constructed in
accordance with the approved plans, specifications and designs as submitted to the Authority
and the DEP, the Project is adequate for the purposes for which it was designed, the funding
plan as submitted to the Authority and the DEP is sufficient to pay the costs of acquisition and
construction of the Project, and all permits required by federal and state laws for construction
of the Project have been obtained.

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

The Issuer shall require the Consulting Engineers to submit Recipient As-Built
Plans, as defined in the SRF Regulations, to it within 60 days of the completion of the
Project. The Issuer shall notify the DEP in writing of such receipt. The Issuer shall submit
a “Performance Certificate,” a form of which is attached to the Loan Agreement as Exhibit
A, to the DEP within 60 days of the end of the first year after the Project is completed.

The Issuer shall require the Consulting Engineers to submit the final Operation
and Maintenance Manual, as defined in the SRF Regulations, to the DEP when the Project
is 90% completed. The Issuer shall at all times provide operation and maintenance of the
System in compliance with all state and federal standards.

The Issuer shall employ qualified operating personnel properly certified by the
State before the Project is 50% complete and shall retain such a certified operator to operate
the System during the entire term of the Loan Agreement. The Issuer shall notify the DEP
in writing of the certified operator employed at the 50% completion stage.

Section 7.12. No Competing Franchise. To the extent legally allowable,
the Issuer will not grant or cause, consent to or allow the granting of, any franchise or permit
to any person, firm, corporation, body, agency or instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.
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Section 7.13. Enforcement of Collections. The Board will diligently
enforce and collect all fees, rentals or other charges for the services and facilities of the
System, and take all steps, actions and proceedings for the enforcement and collection of such
fees, rentals or other charges which shall become delinguent to the full extent permitted or
authorized by the Act, the rules and regulations of the Public Service Commission of
West Virginia and other laws of the State of West Virginia.

Whenever any fees, rates, rentals or other charges for the services and facilities
of the System shall remain unpaid for a period of 20 days after the same shall become due
and payable, the user of the services and facilities shall be delinquent 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 Pubtlic Service Commission of West Virginia, rates, rentals
and other charges, if not paid, when due, shall become a lien on the premises served by the
System. The Issuer further covenants and agrees that, it will, to the full extent permitted by
law and the rules and regulations promulgated by the Public Service Commission of West
Virginia, discontinue and shut off the services of the System, to all users of the services of
the Systemn delinquent in payment of charges for the services of the System and will not
restore such services until all delinquent charges for the services of the System, plus
reasonable interest and penalty charges for the restoration of service, have been fully paid
and shall take all further actions to enforce collections to the maximum extent permitted by
law,

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

Section 7.15. Insurance and Construction Bonds. A. The Board hereby
covenants and agrees that so long as the Series 2006 A Bonds remain Outstanding, the Board
will, as an Operating Expense, procure, carry and maintain insurance with a reputabie
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
foliowing amounts:

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS

MISCHIEF AND EXTENDED COVERAGE INSURANCE, on
all above-ground insurable portions of the System in an amount

CHS$03962.3 47



CHB803962.3

equal to the actual cost thereof. In time of war the Board will
also carry and maintain insurance to the extent available against
the risks and hazards of war. The proceeds of all such insurance
policies shall be placed in the Depreciation Fund and used only
for the repairs and restoration of the damaged or destroyed
properties or for the other purposes provided herein for the
Depreciation Fund. The Board will itself, or will require each
contractor and subcontractor to, obtain and maintain builder’s risk
insurance (fire and extended coverage) to protect the interests of
the Issuer, the Board, the Authority, the prime contractor and all
subcontractors as their respective interests may appear, in
accordance with the Loan Agreement, during construction of the
Project on a 100% basis (completed value form) on the insurable
portion of the Project, such insurance to be made payable to the
order of the Authority, the Issuer, the Board, the contractors and
subcontractors, as their interests may appear.

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

(3)  WORKER'S COMPENSATION COVERAGE FOR
ALL EMPLOYEES OF OR FOR THE SYSTEM ELIGIBLE
THEREFOR; AND PERFORMANCE AND PAYMENT OR
COMPLETION BONDS, such bonds to be in the amounts of not
less than 100% of the amount of any construction contract and to
be required of each contractor dealing directly with the Board and
such payment bonds will be filed with the Clerk of the County
Commission of the County in which such work is to be performed
prior to commencement of construction of any additions,
extensions or improvements for the System in compliance with
West Virginia Code, Section 38-2-39.

(4) FIDELITY BONDS wil] be provided as to every
officer and employee of the Board or the Issuer having custody of
the revenues or of any other funds of the System, in an amount at
least equal to the total funds in the custody of any such person at
any one time.
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(5) FLOOD INSURANCE, if the System facilities are
or will be located in designated special flood or mudslide-prone
areas and to the extent available at reasonable cost to the Issuer.

(6) BUSINESS INTERRUPTION INSURANCE, to the
extent available at reasonable cost to the Issuer.

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

The Board shall also require all contractors engaged in the construction of the
Project to carry such worker's compensation coverage for all employees working on the
Project and public liability insurance, vehicular liability insurance and property damage
insurance in amounts adequate for such purposes and as is customarily carried with respect
to works and properties similar to the Project; provided that the amounts and terms of such
coverage are satisfactory to the Authority and the DEP. The Board shall verify such
insurance prior to commencement of construction. In the event the Loan Agreement so
requires, such insurance shall be made payable to the order of the Authority, the Issuer, the
Board, the prime contractor and all subcontractors, as their interests may appear.

Section 7,16. Mandatory Connections. The mandatory use of the
sewerage facilities of the System is essential and necessary for the protection and preservation
of the public health, comfort, safety, convenience and welfare of the inhabitants and residents
of, and the economy of, the Issuer and in order to assure the rendering harmless of sewage
and water-borne waste matier produced or arising within the territory served by the System.
Accordingly, every owner, tenant or occupant of any house, dwelling or building located
near the System, where sewage will flow by gravity or be transported by such other methods
approved by the State Department of Health from such house, dwelling or building into the
System, to the extent permitted by the laws of the State and the rules and regulations of the
Public Service Commission of West Virginia, shall connect with and use the System and shall
cease the use of all other means for the collection, treatment and disposal of sewage and
waste matters from such house, dwelling or building where there is such gravity flow or
transportation by such other method approved by the State Department of Health and such
house, dwelling or building can be adequately served by the System, and every such owner,
tenant or occupant shall, after a 30-day notice of the availability of the System, pay the rates
and charges established therefor.

Any such house, dwelling or building from which emanates sewage or
water-borne waste matter and which is not so connected with the System is hereby declared
and found to be a hazard to the heaith, safety, comfort and welfare of the inhabitants of the
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Issuer and a public nuisance which shall be abated to the extent permitted by law and as
promptly as possible by proceedings in a court of competent jurisdiction.

Section 7.17. Completion of Project; Permits and Orders . The Board
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 Board has obtained all permits required by state and federal laws for the
acquisition and construction of the Project, all orders and approvals from the West Virginia
Public Service Commission, the Council and the DEP necessary for the acquisition and
construction of the Project and the operation of the System and all approvals for issuance of
the Series 2006 A Bonds required by state law, with all requisite appeal periods having
expired without successful appeal.

Section 7.18. Compliance with Loan Agreement and Law. The Issuer

and the Board shall perform, satisfy and comply with all the terms and conditions of the Loan
Agreement and the Act. Notwithstanding anything herein to the contrary, the Issuer and the
Board shall provide the DEP with copies of all documents submitted to the Authority.

The Issuer and the Board shall also comply with all applicable laws, rules and
regulations issued by the Authority and the DEP or other state, federal or local bodies in
regard to the acquisition and construction of the Project and the operation, maintenance and
use of the System.

Section 7.18. Tax Covenanis. The Issuer hereby further covenants and
agrees as follows:

A.  PRIVATE BUSINESS USE LIMITATION. The Issuer shall assure that
(1) not in excess of 10% of the Net Proceeds of the Series 2006 A Bonds are used for Private
Business Use if, in addition, the payment of more than 10% of the principal or 10% of the
interest due on the Series 2006 A Bonds during the term thereof is, under the terms of the
Series 2006 A Bonds or any underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for a Private Business Use or in payments in respect
of property used or to be used for a Private Business Use or is to be derived from payments,
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) inexcess of 5% of the
Net Proceeds of the Series 2006 A 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 A Bonds
during the term thereof is, under the terms of the Series 2006 A 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
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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 A Bonds used for a Private
Business Use shall be used for a Private Business Use related to the governmental use of the
Project, or if the Series 2006 A 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
that portion of the Project to which such Private Business Use is related, all of the foregoing
to be determined in accordance with the Code.

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

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 A Bonds to be "federally guaranteed" within the meaning of
Section 149(b) of the Code.

D. INFORMATION RETURN. If required, the Issuer shall file all
statements, instruments and refurns necessary to assure the tax-exempt status of the
Series 2006 A Bonds and the interest thereon, including, without limitation, the information
return required under Section 149(e) of the Code.

E. FURTHER ACTIONS. The Issuer shall 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 A Bonds will be and remain excludable from gross income
for federal income tax purposes, and shall not take any actions, or fail to take any actions
(including, without limitation, those deemed necessary by the Authority), the result of which
would adversely affect such exclusion.

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

Section 7.21. Contracts; Public Releases . A. The Issuer shall,
simultaneously with the delivery of the Series 2006 A Bonds or immediately thereafter, enter
into written contracts for the immediate acquisition or construction of the Project.

B. The Issuer shall submit all proposed change orders to the DEP for written

approval. The Issuer shall obtain the written approval of the DEP before expending any
proceeds of the Series 2006 A Bonds held in "contingency"™ as set forth in the
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schedule attached to the Certificate of the Consulting Engineer. The Issuer shail also obtain
the written approval of the DEP before expending any proceeds of the Series 2006 A Bonds
made available due to bid or construction or project underruns.

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

Section 7,22, Statutory Mortgage Lien. For the further protection of the
Holders of the Series 2006 A Bonds, a statutory mortgage lien upon the System is granted
and created by the Act, which statutory mortgage lien is hereby recognized and declared to
be valid and binding, shall take effect immediately upon delivery of the Series 2006 A Bonds,
and shall be on a parity with the statutory mortgage lien in favor of the Holders of the Prior
Bonds.
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ARTICLE VIII

INVESTMENT OF FUNDS; NON ARBITRAGE

Section §.01, Investments. Any moneys held as a part of the funds and
accounts created by this Bond Legislation other than the Revenue Fund, shall be invested and
reinvested by the Commission, the Depository Bank, or such other bank or national banking
association holding such fund or account, as the case may be, at the written direction of the
Issuer in any Qualified Investments to the fullest extent possible under applicable laws, this
Bond Legislation, the need for such moneys for the purposes set forth herein and the specific
restrictions and provisions set forth in this Section 8.01.

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

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investments, and shall distribute to the Issuer, at least once each year (or more
often if reasonably requested by the Issuer), a summary of such funds, accounts and
investment earnings. The Issuer shall retain all such records and any additionai records with
respect to such funds, accounts and investment earnings so long as any of the Series 2006 A
Bonds are Outstanding and as long thereafter as necessary to comply with the Code and
assure the exclusion of interest on the Series 2006 A Bonds from gross income for federal
income tax purposes.

Section 8.02. Arbitrage and Tax Exemption. The Issuer covenants that
(1) it shall not take, or permit or suffer to be taken, any action with respect to the gross or
other proceeds of the Series 2006 A Bonds which would cause the Series 2006 A Bonds to
be "arbitrage bonds” within the meaning of Section 148 of the Code, and (ii) it will take all
actions that may be required of it (including, without implied limitation, the timely filing of
a federal information return with respect to the Series 2006 A Bonds) so that the interest on
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the Series 2006 A Bonds will be and remain excludable from gross income for federal income
lax purposes, and will not take any actions which would adversely affect such exclusion.

Section 8.03. Tax Ceriificate and Rebate. The Issuer shall deliver a certificate
of arbitrage, a tax certificate or other similar certificate to be prepared by nationally
recognized bond counsel or tax counsel relating {o payment of arbitrage rebate and other tax
matters as a condition to issuance of the Series 2006 A Bonds. In addition, the Issuer
covenants to comply with all Regulations from time to time in effect and applicable to the
Series 2006 A Bonds as may be necessary in order to fully comply with Section 148(f) of the
Code, and covenants to take such actions, and refrain from taking such actions, as may be
necessary to fully comply with such Section 148(f) of the Code and such Regulations,
regardless of whether such actions may be contrary to any of the provisions of this Bond
Legislation.

The Issuer covenants to calculate, annually, the rebatable arbitrage, determined
in accordance with Section 148(f) of the Code. Upon completion of each such annual
calculation, unless otherwise agreed by the Authority, the Issuer shall deposit, or cause to be
deposited, in the Rebate Fund such sums as are necessary to cause the aggregate amount on
deposit in the Rebate Fund to equal the sum determined to be subject to rebate to the
United States, which, notwithstanding anything herein 1o the contrary, shall be paid from
investment earnings on the underlying fund or account established hereunder and on which
such rebatable arbitrage was earned or from other lawfully available sources.
Notwithstanding anything herein to the contrary, the Rebate Fund shall be held free and clear
of any lien or pledge hereunder and shall be used only for payment of rebatable arbitrage to
the United States. The Issuer shall pay, or cause to be paid, to the United States, from the
Rebate Fund, the rebatable arbitrage in accordance with Section 148(f) of the Code and such
Regulations. In the event that there are any amounts remaining in the Rebate Fund following
all such payments required by the preceding sentence, the Depository Bank shall pay said
amounts to the 1ssuer to be used for any lawful purpose of the System. The Issuer shall remit
payments to the United States in the time and at the address prescribed by the Regulations as
the same may be from time to time in effect with such reports and statements as may be
prescribed by such Regulations. In the event that, for any reason, amounts in the Rebate
Fund are insufficient to make the payments to the United States which are required, the Issuer
shall assure that such payments are made by the Issuer to the United States, on a timely basis,
from any funds lawfully available therefor. In addition, the Issuer shall cooperate with the
Authority in preparing rebate calculations and in all other respects in connection with rebates
and hereby consents to the performance of all matters in connection with such rebates by the
Authority at the expense of the Issuer. The Issuer may provide for the employment of
independent attorneys, accountants or consultants compensated on such reasonable basis as
the Issuer may deem appropriate in order to assure compliance with this Section 8.03. The
Issuer shall keep and retain, or cause to be kept and retained, records of the determinations
made pursuant to this Section 8.03 in accordance with the requirements of Section 148(f) of
the Code and such Regulations. In the event the Issuer fails to make such rebates as required,
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the Issuer shall pay the required rebate amount, any and all penalties and other amounts, from
lawfully available sources, and obtain a waiver from the Internal Revenue Service, if
necessary, and take any other actions necessary, in order to maintain the exclusion of interest
on the Series 2006 A Bonds from gross income for federal income tax purposes.

The Issuer shall furnish to the Authority, annually, and at such time as it is
required to perform its rebate calculations under the Code, a certificate with respect to its
rebate calculations and, at any time, any additional information relating thereto as may be
requested by the Authority. In addition, the Issuer shall cooperate with the Authority in
preparing any required rebate calculations and in all other respects in connection with rebates
and hereby consents to the performance of all matters in connection with such rebates by the
Authority at the expense of the Issuer.

The lIssuer shall submit to the Authority within 15 days following the end of
each Bond Year a certified copy of its rebate calculation and certificate with respect thereto
or, if the Issuer qualifies for the small governmental issue exception to rebate, or any other
exception thereto, then the Issuer shall submit to the Authority a certificate stating that it is
exempt from such rebate provisions and that no event has occurred to its knowledge during
the Bond Year which would make the Series 2006 A Bonds subject to rebate. The Issuer
shall also furnish to the Authority, at any time, such additional information relating to rebate
as may be reasonably requested by the Authority including information with respect to
earnings on all funds constituting "gross proceeds” of the Series 2006 A Bonds (as such term
"gross proceeds” is defined in the Code).
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ARTICLE IX

DEFAULT AND REMEDIES

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

(1) If default occurs in the due and punctual payment of the
principal of or interest on any Series 2006 A 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
A Bonds set forth in this Bond Legislation, any supplemental resolution or in
the Series 2006 A Bonds, and such default shall have continued for a period of
30 days after the Issuver shall have been given written notice of such default by
the Commission, the Depository Bank, the Registrar, the Paying Agent or any
other Paying Agent or a Holder of a Bond; or

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

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

Section 9.02. Remedies. Upon the happening and continuance of any
Event of Default, any Registered Owner of a Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in particular,
(i) bring suit for any unpaid principal or interest then due, (ii) by mandamus or other
appropriate proceeding enforce all rights of such Registered Owners including the right to

violation of the Bond Legislation with respect to the Bonds, or the rights of such Registered
Owners; provided however, that a]] rights and remedies of the Holders of the Series 2006 A
Bonds shall be on a parity with those of the Holders of the Prior Bonds,

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

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

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

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

Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaining to the
System, but the authority of such receiver shall be limited to the completion of the Project
and the possession, operation and maintenance of the System for the sole purpose of the
protection of both the Issuer and 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
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Legislation, and the title to and ownership of said System shall remain in the Issuer, and no
court shall have any jurisdiction to enter any order or decree permitting or requiring such
recetver 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 shal pay or there shall
otherwise be paid to the Holders of the Series 2006 A Bonds, the principal of and interest due
Or (o become due thereon, at the times and in the manner stipulated therein and in this Bond
Legislation, then the pledge of Gross Revenues and other moneys and securities pledged
under this Bond Legislation and al] covenanis, agreements and other obligations of the Issuer
to the Registered Owners of the Series 2006 A Bonds shall thereupon cease, terminate and
become void and be discharged and satisfied, except as may otherwise be necessary (o assure
the exclusion of interest on the Series 2006 A Bonds from gross income for federal income
tax purposes.
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ARTICLE X1

MISCELLANEOUS

Section 11.01, Amendment or Modification of Bond Legislation. Prior to
the issuance of the Serjes 2006 A Bonds, this Ordinance may be amended or supplemented

Series 2006 A Bonds required for consent to the above-permitted amendments or
maodifications, Notwithstanding the foregoing, this Bond Legislation may be amended

1o assure the excludability of interest on the Series 2006 A Bonds from gross income of the
holders thereof.

Section 11,03, Severability of Invalid Provisions . If any section,
paragraph, clause or provision of this Ordinance should be held invalid by any court of

Section 11,04, Headings, Etc. The headings and catchlines of the articles,
sections and subsections hereof are for convenience of reference only, and shall not affect in
any way the meaning or interpretation of any provision hereof,

Section 11.05. Conflicting Provisions Repealed: Prior Ordinances. Al]
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any conflict between this Ordinance and the Prior Ordinances, the Prior Ordinances shal
control (unless less restrictive), so long as the Prior Bonds are outstanding,

Section 11.06. Covenant of Due Procedure, Etc The Issuer covenants that

Section 11,08, Effective Date . This Ordinance shall take effect
immediately following public hearing and final reading hereof,

Section 11.09. Statutory Notice and Public Hearing . Upon adoption
hereof, an abstract of this Ordinance determined by the Governing Body to contain sufficient

is on file with the Governing Body for review by interested persons during office hours of
the Governing Body. At such hearing, all objections and suggestions shall be heard and the
Governing Body shall take such action as it shall deem proper in the premises.
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Passed on First Reading: March 7, 2006

Passed on Second Reading: March 21, 2006

Passed on Final Reading
Following Public

Hearing: April 4, 2006
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CERTIFICATION

Certified a true copy of an Ordinance

duly enacted by the Council of THE
CITY OF MORGANTOW

N on the 4th day of April, 2006.
Dated: June 30, 2006.

[SEAL)

% P e B

City Clerk
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EXHIBIT A

Loan Agreement is included in bond transcript as Document 3.
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THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL AMOUNT, DATE, MATURITY DATE,
REDEMPTION PROVISION » INTEREST RATE, INTEREST
AND PRINCIPAL PAYMENT DATES, SALE PRICE AND
OTHER TERMS OF THE COMBINED WATERWORKS AND
SEWERAGE SYSTEM REVENUE BONDS, SERIES 2006 A
(WEST VIRGINIA SRF PROGRAM), OF THE CITY OF
MORGANTOWN, APPROVING AND RATIFYING A LOAN
AGREEMENT RELATING TO SUCH BONDS AND THE
SALE AND DELIVERY OF SUCH BONDS TO THE
WEST VIRGINIA WATER DEVELOPMENT AUTHORITY;
APPROVING THE PURCHASE OF A SURETY BOND FOR,

WHEREAS, the city council (the "Governing Body") of The City of
Morgantown (the "Issuer") has duly and officially adopted and enacted a bond ordinance,
effective April 4, 2006 (the "Bond Ordinance "), entitled:

ORDINANCE AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF EXTENSIONS, ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO THE
SEWERAGE PORTION OF THE EXISTING PUBLIC
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THAN $8,500,000 IN AGGREGATE PRINCIPAL AMOUNT
OF COMBINED WATERWORKS AND SEWERAGE SYSTEM
REVENUE BONDS, SERIES 2006 A (WEST VIRGINIA SRF

AND DELIVERY OF ALL DOCUMENTS RELATING TO
THE ISSUANCE OF SUCH BONDS; APPROVING,
RATIFYING AND CONFIRMING A LOAN AGREEMENT

SUCH BONDS AND ADOPTING OTHER PROVISIONS
RELATING THERETO.

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

WHEREAS, the Bond Ordinance provides for the issuance of the Combined
Waterworks and Sewerage System Revenue Bonds, Series 2006 A (West Virginia
Infrastructure Fund), of the Issuer (the “Bonds” or the “Series 2006 A Bonds™), in the
aggregate principal amount not 1o exceed $8,500,000, and has authorized the execution and
delivery of the loan agreement relating to the Series 2006 A Bonds, by and among the Issuer,
the Authority and the West Virginia Department of Environmental Protection (the “DEP”)
(the “Loan Agreement™), all in accordance with Chapter 8, Article 20 and Chapter 22C,
Article 2 of the West Virginia Code of 193] . a5 amended {collectively, the "Act"); and in the
Bond Ordinance it is provided that the form of the Loan Agreement and the exact principal
amount, date, maturity date, redemption provision, interest rate, interest and principal
payment dates, sale price 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 beep presented to the Issuer at this
meeting;

WHEREAS, the Bonds are proposed to be purchased by the Authority pursuant
to the Loan Agreement;

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the "Supplemental Resolution") be adopted, that the Loap
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and that other matters relating to the Bonds be herein provided for;

NOw, THEREFORE, BEIT RESOLVED BY THE GOVERNING BODY OF
THE CITY OF MORGANTOWN:

the Authority and the DEP, and upon payment of the interest and redemption premium, if
any, and otherwise in compliance with the Loan Agreement, so long as the Authority shall
be the registered owner of the Series 2006 A Bonds. The Issuer does hereby approve angd
shall pay the SRE Administrative Fee equal to 1 % of the Principal amount of the Series 2006
A Bonds set forth in “Schedule Y attached to the Loan Agreement.

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

Section 4.  The Issuer does hereby appoint and designate The Huntington
National Bank, Charleston, West Virginia, to serve as Registrar (the "Registrar") for the
Bonds under the Bond Ordinance 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 Mayor, and the performance
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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
Bonds under the Bond Ordinance,

Section6.  The Issuer does hereby appoint and designate Branch Banking and
Trust Company, Morgantown, West Virginia, to serve as Depository Bank under the Bond
Ordinance.

Section 7. Series 2006 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2006 A Bonds Sinking Fund, as capitalized interest.

Section 8. Series 2006 A Bonds proceeds in the approximate amount of
$20,000, may be used to purchase a Surety Bond to fund the Series 2006 A Bonds Reserve
Account. In the event that a Surety Bond is not available, Series 2006 A Bonds proceeds in

Project, including, without limitation, costs of issuance of the Bonds, purchase of a Surety
Bond or funding of the Series 2006 A Bonds Reserve Account and related costs.

Section 10. The Mayor, City Manager and City Clerk are hereby authorized
and directed to execute and deliver such other documents and certificates required or

Section 1]. The acquisition and construction of the Project and the financing
thereof in part with proceeds of the Bonds are in the public interest, serve a public purpose
of the Issuer and will promote the health, welfare and safety of the residents of the Issuer.

Section 12. The Issuer does hereby ratify, approve and accept all contracts
relating to the financing, acquisition and construction of the Project,

Section 13. The Issuer hereby determines to invest all moneys in the funds and
accounts established by the Bond Ordinance held by the Depository Bank unil expended, in
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accounts until further directed in writing by the Issuer. Moneys in the Series 2006 A Bonds
Sinking Fund, including the Series 2006 A Bonds Reserve Account therein, if any, shall be

invested by the West Virginia Municipal Bond Commission in the West Virginia Consolidated
Fund,

Section 14. This Supplemental Resolution shall be effective immediately
following adoption hereof,

[Remainder of Page Intentionally L eft Blank]
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Adopted this 6th day of June, 2006.

%/ gZzMZz/

ATTEST:

2 il J g X e T
City Clerk

APPROVED AND CORRECT AS TO FORM:

City ‘Solic#for
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CERTIFICATION

pplemental Resolution dul

¥ adopted by the Coupgci]
of The City of Morgantown on the 6th day of June, 2006.

Dated: June 30, 2006.

[SEAL) 7
bovp et
City Clerk
06.05.06
627490.00021
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THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

SECOND SUPPLEMENTAL RESOLUTION

SECOND SUPPLEMENTAL RESOLUTION
APPROVING THE PURCHASE OF A SURETY BOND
FOR THE SERIES 2006 A BONDS RESERVE
ACCOUNT, APPROVING THE EXECUTION AND
DELIVERY OF A GUARANTY AGREEMENT, THE
SUPPLEMENTATION OF THE ORDINANCE
AUTHORIZING THE ORIGINAL ISSUANCE OF THE
SERIES 2006 A BONDS AND MAKING OTHER
PROVISIONS REQUIRED BY THE PROVIDER OF
SUCH SURETY BOND.

WHEREAS, the city council (the "Governing Body") of The City of
Morgantown (the "Issuer”) duly and officially adopted and enacted a bond ordinance,
effective April 4, 2006, and a supplemental resolution, effective June 6, 2006 (said
ordinance, as so supplemented, herein called the "Bond Ordinance"), authorizing the issuance
of its $6,410,19] principal amount of Combined Waterworks and Sewerage System Revenue
Bonds, Series 2006 A, to be dated June 27, 2006 (the “Series 2006 A Bonds™);

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

WHEREAS, the Bond Ordinance provided for, among other things, the
establishment of the Series 2006 A Bonds Reserve Account at the West Virginia Municipal
Bond Commission (the “Commission”) and that with the advance written consent of (he
Authority, the Issuer may, in lien of funding the Series 2006 A Bonds Reserve Account with
cash or Qualified Investments, satisfy the Series 2006 A Bonds Reserve Requirement by the
deposit into the Series 2006 A Reserve Account of a reserve account Jetter of credit, a surety
bond, or other credit facility satisfactory to the Authority in an amount at least equal to the
Series 2006 A Bonds Reserve Requirement;
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WHEREAS, the Issuer has obtained a commitment (the “Commitment”) from
Ambac Assurance Corporation (“Ambac Assurance™) 1o provide the Issuer with a surety
bond (the “Surety Bond”}) in the amount of the Series 2006 A Bonds Reserve Requirement,
to be deposited in the Series 2006 A Bonds Reserve Account:

WHEREAS, the Issuer has obtained, or will obtain prior to the issuance of
the Series 2006 A Bonds, the written consent of the West Virginia Water Development
Authority (“WDA™), as sole purchaser and holder of the Series 2006 A Bonds, to such
purchase and to the supplementation of the Bond Ordinance in accordance with the provisions
of this Second Supplemental Resolution;

WHEREAS, as a condition to delivery of the Surety Bond to the Jssuer by
Ambac Assurance, Ambac Assurance requires that the Issuer enter inio a Guaranty
Agreement with Ambac Assurance in the form presented to this meeting (the “Guaranty”):
and

WHEREAS, as a further condition to delivery of the Surety Bond, Ambac
Assurance requires that certain covenants and provisions be included in the Bond Ordinance
relating to the security to be granted to Ambac Assurance in exchange for its issuance of the
Surety Bond:

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

Section 1. Pursuant to the Bond Ordinance and the Act, this Second
Supplemental Resolution is adopted and it is hereby authorized and ordered that the Surety
“Bond be accepted in accordance with the provisions of the Commitment for Surety Bond,
dated June 23, 2006 (Commitment No. SB30526) (the “Commitment”) and, following the
receipt of the written consent of the Authority thereto, the Surety Bond be deposited in the
Series 2006 A Bonds Reserve Account. Payment of the premium for purchase of the Surety
Bond shall be made from proceeds of the Series 2006 A Bonds.

Section 2. The Issuer does hereby approve and accept the Guaranty
Agreement, the form of which is set forth in the Commitment and which has been presented
to Council, and the execution and delivery of the Guaranty Agreement by the Mayor and City
Manager of the Issuer and the performance of the obligations therein, on behalf of the Issuer,
are hereby authorized, approved and directed.

Section 3. Section 1.04 of the Bond Ordinance shall hereby be
supplemented to add the following definitions:



“Ambac Assurance” means Ambac Assurance Corporation, a Wisconsin
domiciled stock insurance company.

“Surety Bond” means the surety bond issued by Ambac Assurance
guaranteeing certain payments into the Series 2006 A Bonds Reserve Account with respect
to the Series 2006 A Bonds as provided therein and subject to the limitations set forth therein.

Sectign 4, Section 5.03 of the Bond Ordinance shall hereby be
supplemented by adding the following provisions following paragraph “H” thereof:

L. Consent of Ambac Assurance,

Any provision of this Bond Ordinance expressly recognizing or granting
rights in or to Ambac Assurance may not be amended in any manner which affects the rights
of Ambac Assurance hereunder without the prior written consent of Ambac Assurance.
Ambac Assurance reserves the right to charge the Issuer a fee for any consent or amendment
to this Bond Ordinance while the Surety Bond is outstanding.

L. Consent of Ambac Assurance in Addition to Bondholder Consent.

Unless otherwise provided in this Section, Ambac Assurance’s consent shall
be required in addition to Bondholder consent, when required, for the following purposes:
(1) execution and delivery of any Supplemental Ordinance or any amendment, suppiement or
change to or modification of this Bond Ordinance, (ii) removal of the Registrar or Paying
Agent or selection and appointment of any successor Registrar or Paying Agent; and
(iii) initiation or approval of any action not described in (i) or (ii) above which requires
Bondholder consent.

K. Notices 1o be sent to the attention of the SURVEILLANCE
DEPARTMENT.

(A) While the Surety Bond is in effect, the Issuer shall furnish to Ambac
Assurance, upon request, the following:

() A copy of any financial statement, audit and/or annual report of the
Issuer.

(2) Such additional information Ambac Assurance may reasonably
request.

(B) A copy of any notice to be given to the registered owners of the
Series 2006 A Bonds, including, without limitation, notice of any redemption of or
defeasance of the Series 2006 A Bonds, and any certificate rendered pursuant to this Bond
Ordinance relating to the security of the Series 2006 A Bonds.



Q) To the extent that the Issuer has entered into a continiing disclosure
agreement with respect to the Series 2006 A Bonds, Ambac Assurance shali be included as
a party to be notified.

L. Notices 1o be sent to the attention of the GENERAL COUNSEL

OFFICE.

(A) The Issuer shall notify Ambac Assurance of any failure of the Issuer
to provide relevant notices, certificates, etc,

(B) Notwithstanding any other provision of this Bond Ordinance, the
Paying Agent and/or Issuer shail immediately notify Ambac Assurance if at any time there
are mnsufficient moneys 10 make any payments of principal and interest as required and
immediately upon the occurrence of (i) any Event of Default hereunder or (ii) any payment
default under any related security agreement.

M. Other Information to be given 1o Ambac Assurance.

The Issuer will permit Ambac Assurance to discuss the affairs, finances and
accounts of the Issuer or any information Ambac Assurance may reasonably request
regarding the security for the Series 2006 A Bonds with appropriate officers of the Issuer.
The Issuer will permit Ambac Assurance to have access to the Project and have access to and
to make copies of all books and records relating to the Series 2006 A Bonds at any reasonable
time,

Ambac Assurance shall have the right to direct an accouniing at the Issuer’s
expense, and the Issuer’s failure to comply with such direction within thirty (30) days after
receipt of written notice of the direction from Ambac Assurance shall be deemed a default
hereunder; provided, however, that if compliance cannot occur within such period, then such
period will be extended so long as compliance is begun within such period and dililgently
pursued, but only if such extension would not materially adversely affect the interests of any
registered owner of the Series 2006 A Bonds.

N. Payment Procedure Pursuant to the Surety Bond,

As long as the Surety Bond shall be in full force and effect, the Issuer, the
Registrar and the Paying Agent, as appropriate, agree to comply with the following
provisions:

(a) In the event and to the extent that moneys on deposit in the
Series 2006 A Bonds Reserve Account, plus all amounts on deposit in and
credited to the Series 2006 A Bonds Reserve Account in excess of the
amount of the Surety Bond, are insufficient to pay the amount of principal
and interest coming due on the Series 2006 A Bonds, then upon the later of:
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(1) one (1) day after receipt by the General Counsel of Ambac Assurance of
a demand for payment in the form attached to the Surety Bond as
Attachment 1 (the “Demand for Payment”), duly executed by the Paying
Agent certifying that payment due under this Bond Ordinance has not been
made to the Paying Agent; or (ii) the payment date of the principal and
interest coming due on the Series 2006 A Bonds as specified in the Demand
for Payment presented by the Paying Agent to the General Counsel of
Ambac Assurance, Ambac Assurance will make a deposit of funds in an
account with the Paying Agent or its successor, in New York, New York,
sufficient for the payment to the Paying Agent, of amounts which are then
due to the Paying Agent under the Ordinance (as specified in the Demand for
Payment) up to but not in excess of the Surety Bond Coverage, as defined
in the Surety Bond; provided, however, that in the event that the amount on
deposit in, or credited to, the Series 2006 A Bonds Reserve Account, in
addition to the amount available under the Surety Bond, includes amounts
available under a letter of credit, insurance policy, surety bond or other such
funding instrument (the “Additional Funding Instrument”), draws on the
Surety Bond and the Additional Funding Instrument shall be made on a pro
rata basis to fund the insufficiency.

(b) The Paying Apgent shall, after submitting to Ambac Assurance the
Demand for Payment as provided in (a) above, make available to Ambac
Assurance all records relating to the Funds and Accounts maintained under
this Bond Ordinance.

{c) The Paying Agent shall, upon receipt of moneys received from the
draw on the Surety Bond, as specified in the Demand for Payment, credit the
Series 2006 A Bonds Reserve Account to the extent of moneys received
pursuant to such Demand.

(d) The Series 2006 A Bonds Reserve Account shall be replenished in
the following priority: (i) principal and interest on the Surety Bond and on
the Additional Funding Instrument, if any, shall be paid from first available
Series 2006 A Bonds Revenues on a pro rata basis; (i) after all such
amounts are paid in full, amounts necessary to fund the Series 2006 A Bonds
Reserve Account to the required level, after taking into account the amounts
available under the Surety Bond and the Additional Funding Instrument, if
any, shall be deposited from next available Revenues.

[Remainder of Page Intentionally Left Blank]




Section §. This Second Supplemental Resolution shall be effecrive
immediately following adoption hereof.

Adopted this July 5, 2006,

THE CITY OF MORGANTOWN

Maé; '! ;;
ATTEST:
Paeioa L T
City Clerk

APPROVED AND CORRECT AS TO FORM:

@%/\ﬂé 7 %{_VZ/

City Stficitor/




QERTIF]CAT!QE

Cernfied a true copy of 3 Second Supplemental Resolution duty adopted by
the Council of The City of Morgantown op July 5, 2006.

Dated: June 30, 2006

A =

Clty Clerk

(SEAL)

06/26/06
6274%0/G002)



SRF-LP-1
(11/01/04)

LOAN AGREEMENT

THIS WATER POLLUTION CONTROL REVOLVING FUND LOAN
AGREEMENT (the "Loan Agreement"), made and entered into in several counterparts, by
and among the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY, a
governmental instrumentality and body corporate of the State of West Virginia (the
"Authority"), the WEST VIRGINIA DEPARTMENT OF ENVIRONMENTAL
PROTECTION (the "DEP"), and the local government designated below (the "Local
Government").

CITY OF MORGANTOWN
(Local Government)

WHEREAS, the United States Congress under Title VI of the federal Clean
Water Act, as amended (the "Clean Water Act"), has provided for capitalization grants to be
awarded to states for the express purpose of establishing and maintaining state water
pollution control revolving funds for the planning, design, construction, acquisition and/or
improvement of wastewater treatment facilities;

WHEREAS, pursuant to the provisions of Chapter 22C, Article 2 of the Code
of West Virginia, 1931, as amended (the "Act"), the State of West Virginia (the "State") has
established a state water pollution control revolving fund program (the "Program") to direct
the distribution of loans to particular local governments pursuant to the Clean Water Act;

WHEREAS, under the Act the DEP is designated the mstrumentality to enter
into capitalization agreements with the United States Environmental Protection Agency
("EPA™) to accept capitalization grant awards (U.S. General Services Administration;
Catalog of Federal Domestic Assistance, 32nd Edition § 66.458 (1998)) and DEP has been
awarded capitalization grants to partially fund the Program,;

WHEREAS, under the Act and under the direction of DEP, the Authority has
established a permanent perpetual fund known as the "West Virginia Water Pollution Control
Revolving Fund" (hereinafter the "Fund");
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WHEREAS, pursuant to the Act, the Authority and DEP are empowered to
make loans from the Fund to local governments for the acquisition or construction of
wastewater treatment projects by such local governments, all subject to such provisions and
limitations as are contained in the Clean Water Act and the Act;

WHEREAS, the Local Government constitutes a local government as defined
by the Act;

WHEREAS, the Local Government is included on the DEP State Project
Priority List and the Intended Use Plan and has met DEP's pre-application requirements for
the Program;

WHEREAS, the Local Government is authorized and empowered by the
statutes of the State to acquire, construct, improve, operate and maintain a wastewater
treatment project and to finance the cost of acquisition and construction of the same by
borrowing money to be evidenced by revenue bonds issued by the Local Government;

WHEREAS, the Local Government intends to construct, is constructing or has
constructed such a wastewater treatment project at the location and as more particularly
described and set forth in the Application, as hereinafter defined (the "Project");

WHEREAS, the Local Government has completed and filed with the Authority
and DEP an Application for a Loan with attachments and exhibits and an Amended
Application for a Loan also with attachments and exhibits (together, as further revised and
supplemented, the "Application"), which Application is incorporated herein by this reference;
and

WHEREAS, having reviewed the Application and the Fund having available
sufficient funds therefor, the Authority and DEP are willing to lend the Local Government
the amount set forth on Schedule X attached hereto and incorporated herein by reference,
through the purchase of revenue bonds of the Local Government with moneys held in the
Fund, subject to the Local Government's satisfaction of certain legal and other requirements
of the Program.

NOW, THEREFORE, in consideration of the premises and the mutual

agreements hereinafter contained, the Local Government, DEP and the Authority hereby
agree as follows:
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ARTICLET
Definitions

1.1  Except where the context clearly indicates otherwise, the terms
"Authority," "cost,” "fund," "local government," and "project" have the definitions and
meanings ascribed to them in the Act or in the SRF Regulations.

- 1.2 "Consulting Engineers" means the professional engineer, licensed by
the State, designated in the Application and any successor thereto.

1.3 "Loan" means the loan to be made by the Authority and DEP to the
Local Government through the purchase of Local Bonds, as hereinafter defined, pursuant to
this Loan Agreement.

1.4 "Local Act"means the official action of the Local Government required
by Section 4.1 hereof, authorizing the Local Bonds.

1.5 "Local Bonds" means the revenue bonds to be issued by the Local
Government pursuant to the provisions of the Local Statute, as hereinafter defined, to
evidence the Loan and to be purchased by the Authority with money held in the Fund, all in
accordance with the provisions of this Loan Agreement.

1.6 "Local Statute" means the specific provisions of the Code of West
Virginia, 1931, as amended, pursuant to which the Local Bonds are issued.

1.7 "Operating Expenses" means the reasonable, proper and necessary costs
of operation and maintenance of the System, as hereinafter defined, as should normally and
regularly be included as such under generally accepted accounting principles.

1.8 "Program" means the wastewater treatment facility acquisition,
construction and improvement program coordinated through the capitalization grants
program established under the Clean Water Act and administered by DEP.

1.9 "Project" means the wastewater treatment facility project hereinabove
referred to, to be constructed or being constructed by the Local Government in whole or in
part with the net proceeds of the Local Bonds or being or having been constructed by the
Local Government in whole or in part with the proceeds of bond anticipation notes or other

interim financing, which is to be paid in whole or in part with the net proceeds of the Local
Bonds.
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1.10  "SRF Regulations" means the regulations set forth in Title 47, Series
31 of the West Virginia Code of State Regulations.

1.11 "System" means the wastewater treatment facility owned by the Local
Government, of which the Project constitutes all or to which the Project constitutes an
improvement, and any improvements thereto hereafter constructed or acquired from any
sources whatsoever.

1.12  Additional terms and phrases are defined in this Loan Agreement as
they are used.

ARTICLE I

The Project and the System

2.1 The Project shall generally consist of the construction and acquisition
of the facilities described in the Application, to be, being or having been constructed in
accordance with plans, specifications and designs prepared for the Local Government by the
Consulting Engineers, the DEP and Authority havmg found, to the extent apphcable that the
~-Project 1s consistent with the applicable provisions of the Program.

2.2 Subject to the terms, conditions and provisions of this Loan Agreement
and the Local Act, the Local Government has acquired, or shall do all things necessary to
acquire, the proposed site of the Project and shall do, is doing or has done all things
necessary to construct the Project in accordance with the plans, specifications and designs
prepared for the Local Government by the Consulting Engineers.

2.3 All real estate and interests in real estate and all personal property
constituting the Project and the Project site heretofore or hereafter acquired shall at all times
be and remain the property of the Local Government, subject to any mortgage lien or other
security interest as is provided for in the Local Statute unless a sale or transfer of all or a
portion of said property is approved by DEP and the Authority.

2.4 The Local Government agrees that the Authority and DEP and their
respective duly authorized agents shall have the right at all reasonable times to enter upon
the Project site and Project facilities and to examine and inspect the same. The Local
Government further agrees that the Authority and DEP and their respective duly authorized
agents shall, prior to, during and after completion of construction and commencement of
operation of the Project, have such rights of access to the System site and System facilities
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as may be reasonably necessary to accomplish all of the powers and rights of the Authority
and DEP with respect to the System pursuant to the pertinent provisions of the Act.

2.5  The Local Government shall keep complete and accurate records of the
cost of acquiring the Project site and the costs of constructing, acquiring and installing the
Project. The Local Government shall permit the Authority and DEP, acting by and through
their Directors or duly authorized agents and representatives, to inspect all books, documents,
papers and records relating to the Project and the System at any and all reasonable times for
the purpose of audit and examination, and the Local Government shall submit to the
Authority and DEP such documents and information as it may reasonably require in
connection with the construction, acquisition and installation of the Project, the operation and
maintenance of the System and the administration of the Loan or of any State and federal
grants or other sources of financing for the Project.

2.6 The Local Government agrees that it will permit the Authority and DEP
and their respective agents to have access to the records of the Local Government pertaining
to the operation and maintenance of the System at any reasonable time following completion
of construction of the Project and commencement of operation thereof or if the Project is an
improvement to an exXisting system at any reasonable time following commencement of
construction.

2.7 The Local Government shall require that each construction contractor
fumish a performance bond and a payment bond, each in an amount at least equal to one
hundred percent (100%) of the contract price of the portion of the Project covered by the
particular contract as security for the faithful performance of such contract and shall verify
or have verified such bonds prior to commencement of construction.

2.8 The Local Government shall require that each of its contractors and all
subcontractors maintain, during the life of the construction contract, workers' compensation
coverage, public liability insurance, property damage insurance and vehicle liability
insurance in amounts and on terms satisfactory to the Authority and DEP and shall verify or
have verified such insurance prior to commencement of construction. Until the Project
facilities are completed and accepted by the Local Government, the Local Government or (at
the option of the Local Government) the contractor shall maintain builder's risk insurance
(fire and extended coverage) on a one hundred percent (100%) basis (completed value form)
on the insurable portion of the Project, such insurance to be made payable to the order of the
Authority, the Local Government, the prime contractor and all subcontractors, as their
interests may appear. If facilities of the System which are detrimentally affected by flooding
are or will be located in designated special flood or mudslide-prone areas and if flood
insurance is available at a reasonable cost, a flood insurance policy must be obtained by the
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Local Government on or before the Date of Loan Closing, as hereinafter defined, and
maintained so long as any of the Local Bonds are outstanding. Prior to commencing
operation of the Project, the Local Government must also obtain, and maintain so long as any
of the Local Bonds are outstanding, business interruption insurance if available at a
reasonable cost.

2.9  The Local Government shall provide and maintain competent and
adequate engineering services satisfactory to the Authority and DEP covering the supervision
and inspection of the development and construction of the Project and bearing the
responstbility of assuring that construction conforms to the plans, specifications and designs
prepared by the Consulting Engineers, which have been approved by all necessary
governmental bodies. Such engineer shall certify to the Authority, DEP and the Local
Government at the completion of construction that construction is in accordance with the
approved plans, specifications and designs, or amendments thereto, approved by all necessary
governmental bodies. The Local Government shall require the Consulting Engineers to
submit Recipient As-Built Plans, as defined in the SRF Regulations, to it within 60 days of
the completion of the Project. The Local Government shall notify DEP in writing of such
receipt. The Local Government shall submit a Performance Certificate, the form of which
is attached hereto as Exhibit A, and being incorporated herein by reference, to DEP within
60 days of the end of the first year after the Project is completed.

2.10  TheLocal Government shall require the Consulting Engineers to submit
the final Operation and Maintenance Manual, as defined in the SRF Regulations, to DEP
when the Project is 90% completed. The Local Government shall at all times provide
operation and maintenance of the System in compliance with any and all State and federal
standards. The Local Government shall employ qualified operating personnel propetly
certified by the State before the Project is 50% complete and shall retain such a certified
operator(s) to operate the System during the entire term of this Loan Agreement. The Local
Government shall notify DEP in writing of the certified operator employed at the 50%
completion stage.

2.11  'The Local Government hereby covenants and agrees to comply with all
applicable laws, rules and regulations issued by the Authority, DEP or other State, federal
or local bodies in regard to the construction of the Project and operation, maintenance and
use of the System.

2.12  'TheLocal Government, commencing on the date contracts are executed

for the acquisition or construction of the Project and for two years following the completion
of acquisition or construction of the Project, shall each month complete a Monthly Financial
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Report, the form of which is attached hereto as Exhibit B and incorporated herein by
reference, and forward a copy by the 10th of each month to DEP and the Authority.

2.13 The Local Government, during construction of the Project, shall
complete Payment Requisition Forms, the form of which is attached hereto as Exhibit C and
incorporated herein by reference, and forward such forms to DEP in compliance with the
Local Government's construction schedule.

ARTICLE 111

Conditions to Loan;
Issuance of Local Bonds

3.1 The agreement of the Authority and DEP to make the Loan is subject
to the Local Government's fulfillment, to the satisfaction of the Authority and DEP, of cach
and all of those certain conditions precedent on or before the delivery date for the Local
Bonds, which shall be the date established pursuant to Section 3.4 hereof, Said conditions
precedent are as follows:

(a)  Thelocal Governmentshall have delivered to the Authority and
DEP a report listing the specific purposes for which the proceeds of the Loan will be
expended and the procedures as to the disbursement of loan proceeds, including an estimated
monthly draw schedule;

(b)  TheLocal Government shall have performed and satisfied all of
the terms and conditions to be performed and satisfied by it in this Loan Agreement;

(c)  TheLocal Government shall have authorized the issuance of and
delivery to the Authority of the Local Bonds described in this Article III and in Article IV
hereof;

(d)  TheLocal Government shall either have received bids or entered
into contracts for the construction of the Project, which are in an amount and otherwise
compatible with the plan of financing described in the Application; provided that, if the Loan
will refund an interim construction financing, the Local Government must either be
constructing or have constructed its Project for a cost and as otherwise compatible with the
plan of financing described in the Application; and, in either case, the Authority and DEP
shall have received a certificate of the Consulting Engineers to such effect, the form of which
certificate is attached hereto as Exhibit D;
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(e)  The Local Government shall have obtained all permits required
by the laws of the State and the federal government necessary for the construction of the
Project, and the Authority and DEP shall have received a certificate of the Consulting
Engineers to such effect;

(f)  The Local Government shall have obtained all requisite orders
of and approvals from the Public Service Commission of West Virginia (the "PSC") and the
West Virginia Infrastructure and Jobs Development Council necessary for the construction
of the Project and operation of the System, with all requisite appeal periods having expired
without successful appeal and the Authority and DEP shall have received an opinion of
counsel to the Local Government, which may be local counsel to the Local Government,
bond counsel or special PSC counsel but must be satisfactory to the Authority and DEP, to
such effect;

(g)  TheLocal Government shall have obtained any and all approvals
for the issuance of the Local Bonds required by State law, and the Authority and DEP shall
have received an opinion of counsel to the Local Government, which may be local counsel
to the Local Government, bond counsel or special PSC counsel but must be satisfactory to
the Authority and DEP, to such effect;

(h)  TheLocal Government shall have obtained any and all approvals
of rates and charges required by State law and shall have taken any other action required to
establish and impose such rates and charges (imposition of such rates and charges is not,
however, required to be effective until completion of construction of the Project), with all
requisite appeal periods having expired without successful appeal, and the Authority and
DEP shall have received an opinion of counsel to the Local Government, which may be local
counsel to the Local Government, bond counsel or special PSC counsel but must be
satisfactory to the Authority and DEP, to such effect;

(1) Such rates and charges for the System shall be sufficient to
comply with the provisions of Subsections 4.1(a) and 4.1(b)(ii) hereof, and the Authority and
DEP shall have received a certificate of the accountant for the Local Government, or such
other person or firm experienced in the finances of local governments and satisfactory to the
Authonty and DEP, to such effect; and

§)] The net proceeds of the Local Bonds, together with all moneys
on deposit or to be simultaneously deposited (or, with respect to proceeds of grant
anticipation notes or other indebtedness for which a binding purchase contract has been
entered, to be deposited on a date certain) and irrevocably pledged thereto and the proceeds
of grants irrevocably committed therefor, shall be sufficient to pay the costs of construction
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and acquisition of the Project as set forth in the Application, and the Authority and DEP shall
have received a certificate of the Consulting Engineers, or such other person or firm
experienced in the financing of wastewater treatment projects and satisfactory to the
Authority and DEP, to such effect, such certificate to be in form and substance satisfactory
to the Authority and DEP, and evidence satisfactory to the Authority and DEP of such
irrevocably committed grants.

3.2 Subject to the terms and provisions of this Loan Agreement, the rules
and regulations promulgated by the Authority and DEP, including the SRF Regulations, or
any other appropriate State agency and any applicable rules, regulations and procedures
promulgated from time to time by the federal government, it is hereby agreed that the
Authority shall make the Loan to the Local Government and the Local Government shall
accept the Loan from the Authority, and in furtherance thereof it is agreed that the Local
Government shall sell to the Authority and the Authority shall make the Loan by purchasing
the Local Bonds in the principal amount and at the price set forth in Schedule X hereto. The
Local Bonds shall have such further terms and provisions as described in Article I'V hereof.

3.3 The Loan shall be secured and shall be repaid in the manner hereinafter
provided in this Loan Agreement.

3.4 The Local Bonds shall be delivered to the Authority, at the offices of
the Authority, on a date designated by the Local Government by written notice to the
Authority, which written notice shall be given not less than ten (10) business days prior to
the date designated; provided, however, that if the Authority is unable to accept delivery on
the date designated, the Local Bonds shall be delivered to the Authority on a date as close
as possible to the designated date and mutually agreeable to the Authority, DEP and the
Local Government. The date of delivery so designated or agreed upon is hereinafter referred
to as the "Date of Loan Closing." Notwithstanding the foregoing, the Date of Loan Closing
shall in no event occur more than ninety (90) days after the date of execution of this Loan
Agreement by the Authority or such later date as is agreed to in writing by DEP.,

3.5  The Local Government understands and acknowledges that it is one of
several local governments which have applied to the Authority and DEP for loans from the
Fund to finance wastewater treatment projects and that the obligation of the Authority to
make any such loan is subject to the Local Government's fulfilling all of the terms and
conditions of this Loan Agreement on or prior to the Date of Loan Closing and to the
requirements of the Program. The Local Government specifically recognizes that the
Authority will not purchase the Local Bonds unless and until sufficient funds are available
in the Fund to purchase all the Local Bonds and that, prior to such purchase, the Authority
may purchase the bonds of other local governments set out in the State Project Priority List,

M0310404.1 9



as defined in the SRF Regulations. The Local Government further specifically recognizes
that all loans will be originated in conjunction with the SRF Regulations and with the prior
approval of DEP.

3.6 The Local Government shall provide DEP with the appropriate
documentation to comply with the special conditions regarding the public release and audit
requirements established by federal and State regulations as set forth in Exhibit E attached
hereto at such times as are set forth therein.

ARTICLE TV

Local Bonds; Security for Loan;
Repayment of Loan; Interest on Loan;

Fees and Charges

4.1 The Local Government shall, as one of the conditions of the Authority
and DEP to make the Loan, authorize the issuance of and issue the Local Bonds pursuant to
an official action of the Local Government in accordance with the Local Statute, which shall,
as adopted or enacted, contain provisions and covenants in substantially the form as follows:

(a)  That the gross revenues of the System shall always be used for
purposes of the System. Such gross revenues will be used monthly, in the order of priority
listed below:

(1) to pay Operating Expenses of the System,;

(11) to the extent not otherwise limited by any outstanding loan
resolution, indenture or other act or document and beginning on the date set forth in Schedule
X, to provide debt service on the Local Bonds by depositing in a sinking fund one-third (1/3)
of the interest payment next coming due on the Local Bonds and one-third (1/3) of the
principal payment next coming due on the Local Bonds and, beginning three (3) months prior
to the first date of payment of principal of the Local Bonds, if the reserve account for the
Local Bonds (the "Reserve Account™) was not funded from proceeds of the Local Bonds or
otherwise concurrently with the issuance thereof in an amount equal to the maximum amount
of principal and interest which will come due on the Local Bonds in the then current or any
succeeding year (the "Reserve Requirement"), by depositing in the Reserve Account an
amount not less than one-twelfth (1/12) of one-tenth (1/10) of the Reserve Requirement or,
if the Reserve Account has been so funded (whether by Local Bond proceeds, monthly
deposits or otherwise), any amount necessary to maintain the Reserve Account at the Reserve
Requirement;
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(111) to create a renewal and replacement, or similar, fund in
an amount equal to two and one-half percent (2-1/2%) of the gross revenues from the
System, exclusive of any payments into the Reserve Account, for the purpose of improving
or making emergency repairs or replacements to the System or eliminating any deficiencies
in the Reserve Account; and

(1v) for other legal purposes of the System, including payment
of debt service on other obligations junior, subordinate and inferior to the Local Bonds.

Provided, thatif the Local Government has existing outstanding indebtedness
which has greater coverage or renewal and replacement fund requirements, then the greater
requirements will prevail until said existing indebtedness is paid in full.

(b)  Covenants substantially as follows:

(1) That the Local Bonds shall be secured by a pledge of
either the net or gross revenues of the System as provided in the Local Act;

(i)  That the schedule of rates or charges for the services of
the System shall be sufficient to provide funds which, along with other revenues of the
System, will pay all Operating Expenses and leave a balance each year equal to at least one
hundred fifteen percent (115%}) of the maximum amount required in any year for debt service
on the Local Bonds and all other obligations secured by a lien on or payable from the
revenues of the System prior to or on a parity with the Local Bonds or, if the Reserve
Account is funded (whether by Local Bond proceeds, monthly deposits or otherwise) at an
amount equal to the Reserve Requirement and any reserve account for any such prior or
parity obligations is funded at least at the requirement therefor, equal to at least one hundred
ten percent (110%) of the maximum amount required in any year for debt service on the
Local Bonds and any such prior or parity obligations;

(i1}  Thatthe Local Government shall complete the Project and
operate and maintain the System in good condition;

(iv) That, except as otherwise required by State law or the
Regulations, the System may not be sold, mortgaged, leased or otherwise disposed of, except
as a whole, or substantially as a whole, provided that the net proceeds to be realized from
such sale, mortgage, lease or other disposition shall be sufficient to fully pay all of the Local
Bonds outstanding and further provided that portions of the System when no lon ger required
for the ongoing operation of such System as evidenced by certificates from the Consulting
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Engineer, may be disposed of with such restrictions as are normally contained in such
covenants;

(v)  That the Local Government shall not issue any other
obligations payable from the revenues of the System which rank prior to, or equally, as to
lien and security with the Local Bonds, except parity bonds which shall only be issued if net
revenues of the System prior to issuance of such parity bonds, plus reasonably projected
revenues from rate increases and the improvements to be financed by such parity bonds, shall
not be less than one hundred fifteen percent (115%) of the maximum debt service in any
succeeding year on all Local Bonds and parity bonds theretofore and then being issued and
on any obligations secured by a lien on or payable from the revenues of the System prior to
the Local Bonds and with the prior written consent of the Authority and DEP; provided,
however, that additional parity bonds may be issued to complete the Project, as described in
the Application as of the date hereof, without regard to the foregoing;

(vi)  That the Local Government will carry such insurance as
is customarily carried with respect to works and properties similar to the System, including
those specified by Section 2.8 hereof:

, (vi)) That the Local Government will not render any free
services of the System;

(viii} That the Authority may, by proper legal action, compel
the performance of the duties of the Local Government under the Local Act, including the
making and collection of sufficient rates or charges for services rendered by the System, and
shall also have, in the event of a default in payment of principal of or interest on the Local
Bonds, the right to obtain the appointment of a receiver to administer the System or
construction of the Project, or both, as provided by law and all rights as set forth in Section
5 of the Act; '

(ix)  That, to the extent authorized by the laws of the State and
the rules and regulations of the PSC, all delinquent rates and charges, if not paid when due,
shall become a lien on the premises served by the System:

(x)  That, to the extent legally allowable, the Local
Government will not grant any franchise to provide any services which would compete with

the System;

(x1)  That the Local Government shall annually cause the
records of the System to be audited by an independent certified public accountant or
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independent public accountant and shall submit the report of said audit to the Authority and
DEP, which report shall include a statement that notes whether the results of tests disclosed
instances of noncompliance that are required to be reported under government auditing
standards and, if they are, describes the instances of noncompliance and the audited financial
statements shall include a statement that notes whether the Local Government's revenues are
adequate to meet its Operating Expenses and debt service and reserve requirements;

(xi1) That the Local Government shall annually adopt a
detailed, balanced budget of the estimated revenues and expenditures for operation and
maintenance of the System during the succeeding fiscal year and shall submita copy of such
budget to the Authority and DEP within 30 days of adoption thereof:

(xi1) That, to the extent authorized by the laws of the State and
the rules and regulations of the PSC, prospective users of the System shall be required to
connect thereto;

(x1v) Thatthe proceeds of the Local Bonds, advanced from time
to time, except for accrued interest and capitalized interest, if any, must (a) be deposited in
a construction fund, which, except as otherwise agreed to in writing by the Authority, shall
be held separate and apart from all other funds of the Local Government and on which the
owners of the Local Bonds shall have a lien until such proceeds are applied to the
construction of the Project (including the repayment of any incidental interim financing)
and/or (b) be used to pay (or redeem) bond anticipation notes or other interim financing of
such Local Government, the proceeds of which were used to finance the construction of the
Project; provided that, with the prior written consent of the Authority and DEP, the proceeds
of the Local Bonds may be used to fund all or a portion of the Reserve Account, on which
the owner of the Local Bonds shall have a lien as provided herein;

(xv) That, as long as the Authority is the owner of any of the
Local Bonds, the Local Government may authorize redemption of the Local Bonds with 30
days written notice to the Authority;

(xvi) Thatthe West Virginia Municipal Bond Commission (the
"Commission") shall serve as paying agent for all Local Bonds;

(xvil) That the Local Government shall on the first day of each
month (if the first day is not a business day, then the first business day of each month) deposit
with the Commission the required interest, principal and reserve account payment. The
Local Government shall complete the Monthly Payment Form, attached hereto as Exhibit F
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and incorporated herein by reference, and submit a copy of said form along with a copy of
the check or electronic transfer to the Authority by the 5th day of such calendar month;

(xviii) That, unless it qualifies for an exception to the provisions
of Section 148 of the Internal Revenue Code of 1986, as amended, which exception shall be
set forth in an opinion of bond counsel, the Local Government will furnish to the Authority,
annually, at such time as it is required to perform its rebate calculations under the Internal
Revenue Code of 1986, as amended, a certificate with respect to its rebate calculations and,
at any time, any additional information requested by the Authority;

(xix) That the Local Government shall have obtained the
certificate of the Consulting Engineers to the effect that the Project has been or will be
constructed in accordance with the approved plans, specifications and design as submitted
to the Authority and DEP, the Project is adequate for the purposes for which it was designed,
the funding plan as submitted to the Authority and DEP is sufficient to pay the costs of
acquisition and construction of the Project and all permits required by federal and State laws
for construction of the Project have been obtained;

(xx) That the Local Government shall, to the full extent
permitted by applicable law and the rules and regulations of the PSC, terminate the services
of any water facility owned by it to any customer of the System who is delinquent in payment
of charges for services provided by the System and will not restore the services of the water
facility until all delinquent charges for the services of the System have been fully paid or, if
the water facility is not owned by the Local Government, then the Local Government shall
enter into a termination agreement with the water provider; and

(xxi) That the Local Government shall submit all proposed
change orders to the DEP for written approval. The Local Government shall obtain the
written approval of the DEP before expending any proceeds of the Local Bonds held in
“contingency” as set forth in the final Schedule A attached to the certificate of the Consulting
Engineer. The Local Government shall obtain the written approval of the DEP before
expending any proceeds of the Local Bonds available due to bid/construction/project
underruns.

The Local Government hereby represents and warrants that the Local Act has
been or shall be duly adopted or enacted in compliance with all necessary corporate and other
action and in accordance with applicable provisions of law. All legal matters incident to the
authorization, issuance, validity, sale and delivery of the Local Bonds shall be approved
without qualification by nationally recognized bond counsel acceptable to the Authority in
substantially the form of legal opinion attached hereto as Exhibit G.

M0310404.1 14



4.2 The Loan shall be secured by the pledge and assignment by the Local
Government, as effected by the Local Act, of the fees, charges and other revenues of the
Local Government from the System.

4.3 At least five percent (5%) of the proceeds of the Local Bonds will be
advanced on the Date of Loan Closing. The remaining proceeds of the Local Bonds shall be
advanced by the DEP monthly as required by the Local Government to pay Costs of the
Project, provided, however, if the proceeds of the Local Bonds will be used to repay an
interim financing, the proceeds will be advanced on a schedule mutually agreeable to the
Local Government, the DEP and the Authority. The Local Bonds shall not bear interest
during the construction period but interest shall commence accruing on the completion date
as defined in the SRF Regulations, provided that the annual repayment of principal and
payment of interest shall begin not later than one (1) year after the completion date. The
repayment of principal and interest on the Local Bonds shall be as set forth on Schedule Y
hereto. In no event shall the interest rate on or the net interest cost of the Local Bonds
exceed any statutory limitation with regard thereto.

4.4  The Local Bonds shall be delivered to the Authority in fully registered
form, transferable and exchangeable as provided in the Local Act at the expense of the Local
Government. Anything to the contrary herein notwithstanding, the Local Bonds may be
issued in one or more series.

4.5  Asprovided by the SRF Regulations, the Local Government agrees to
pay from time to time, if required by the Authority and DEP, the Local Government's
allocable share of the reasonable administrative expenses of the Authority relating to the
Program. Such administrative expenses shall be determined by the Authority and shall
include, without limitation, Program expenses, legal fees paid by the Authority and fees paid
to the trustee and paying agents for any bonds or notes to be issued by the Authority for
contribution to the Fund and the fees and expenses of any corporate trustee for the Fund.

4.6 The obligation of the Authority to make any loans shall be conditioned
upon the availability of moneys in the Fund in such amount and on such terms and conditions
as, in the sole judgment of the Authority, will enable it to make the Loan.

ARTICLE V

Certain Covenants of the Local Government;
Imposition and Collection of User Charges;
Payments To Be Made by
Local Government to the Authority
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5.1  The Local Government hereby irrevocably covenants and agrees to
comply with all of the terms, conditions and requirements of this Loan Agreement and the
Local Act. The Local Government hereby further irrevocably covenants and agrees that, as
one of the conditions of the Authority to make the Loan, it has fixed and collected, or will
fix and collect, the rates, fees and other charges for the use of the System and will take all
such actions necessary to provide funds sufficient to produce the required sums set forth in
the Local Act and in compliance with the provisions of Subsections 4.1(a) and 4.1(b)(i1)
hereof.

5.2 In the event, for any reason, the schedule of rates, fees and charges
initially established for the System in connection with the Local Bonds shall prove to be
insufficient to produce the required sums set forth in the Local Act and this Loan Agreement,
the Local Government hereby covenants and agrees that it will, to the extent or in the manner
authorized by law, immediately adjust and increase such schedule of rates, fees and charges
(or where applicable, immediately file with the PSC for a rate increase) and take all such
actions necessary to provide funds sufficient to produce the required sums set forth in the
Local Act and this Loan Agreement.

5.3  Inthe event the Local Government defaults in any payment due to the
Authority pursuant to this Loan A greement, the amount of such default shall bear interest at
the interest rate of the installment of the Loan next due, from the date of the default until the
date of the payment thereof.

5.4  The Local Government hereby irrevocably covenants and agrees with
the Authority that, in the event of any default hereunder by the Local Government, the
Authority may exercise any or all of the rights and powers granted under Section 5 of the
Act, including, without limitation, the right to impose, enforce and collect charges of the
System.

ARTICLE VI

Other Agreements of the
Local Government

6.1  TheLocal Government hereby acknowledges to the Authority and DEP
its understanding of the provisions of the Act, vesting in the Authority and DEP certain
powers, rights and privileges with respect to wastewater treatment projects in the event of
default by the Local Government in the terms and covenants of this Loan Agreement, and
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the Local Government hereby covenants and agrees that, if the Authority should hereafter
have recourse to said rights and powers, the Local Government shall take no action of any
nature whatsoever calculated to inhibit, nullify, void, delay or render nugatory such actions
of the Authority in the due and prompt implementation of this Loan Agreement.

6.2  The Local Government hereby warrants and represents that all
information provided to the Authority and DEP in this Loan Agreement, in the Application
or in any other application or documentation with respect to financing the Project was at the
time, and now is, true, correct and complete, and such information does not omit any material
fact necessary to make the statements therein, in light of the circumstances under which they
were made, not misleading. Prior to the Authority's making the Loan and receiving the Local
Bonds, the Authority and DEP shall have the right to cancel all or any of their obligations
under this Loan Agreement if (a) any representation made to the Authority and DEP by the
Local Government in connection with the Loan shall be incorrect or incomplete in any
material respect or (b) the Local Government has violated any commitment made by it in its
Application or in any supporting documentation or has violated any of the terms of the Act,
the SRF Regulations or this Loan Agreement.

6.3 The Local Government hereby agrees to repay on or prior to the Date
of Loan Closing any moneys due and owing by it to the Authority or any other lender for the
planning or design of the Project, provided that such repayment shall not be made from the
proceeds of the Loan.

6.4  The Local Government hereby covenants that it will rebate any amounts
required by Section 148 of the Internal Revenue Code of 1986, as amended, and will take al]
steps necessary to make any such rebates. In the event the Local Government fails to make
any such rebates as required, then the Local Government shall pay any and all penalties,
obtain a waiver from the Internal Revenue Service and take any other actions necessary or
desirable to preserve the exclusion from gross income for federal income tax purposes of
nterest on the Local Bonds.

6.5  Notwithstanding Section 6.4, the Authority and DEP may at any time,
in their sole discretion, cause the rebate calculations prepared by or on behalf of the Local
Government to be monitored or cause the rebate calculations for the Local Government to
be prepared, in either case at the expense of the Local Government.

6.6  The Local Government hereby agrees to give the Authority and DEP
prior written notice of the issuance by it of any other obligations to be used for the System,
payable from the revenues of the System or from any grants for the Project or otherwise
related to the Project or the System.
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6.7  The Local Government hereby agrees to file with the Authority and DEP
upon completion of acquisition and construction of the Project a schedule in substantially the
form of Amended Schedule A to the Application, setting forth the actual costs of the Project
and sources of funds therefor.

ARTICLE VII

Miscellaneous

7.1  Schedules X and Y shall be attached to this Loan Agreement by the
Authority as soon as practicable after the Date of Loan Closing is established and shall be
approved by an official action of the Local Government supplementing the Local Act, a
certified copy of which official action shall be submitted to the Authority.

7.2 Ifany provision of this Loan Agreement shall for any reason be held to
be invalid or unenforceable, the invalidity or unenforceability of such provision shall not
affect any of the remaining provisions of this Loan Agreement, and this Loan Agreement
shall be construed and enforced as if such invalid or unenforceable provision had not been
contained herein.

7.3 This Loan Agreement may be executed in one or more counterparts, any
of which shall be regarded for all purposes as an original and all of which constitute but one
and the same instrument. Each party agrees that it will execute any and all documents or
other instruments and take such other actions as may be necessary to give effect to the terms
of this Loan Agreement.

7.4 Nowaiverby any party of any term or condition of this Loan A greement
shall be deemed or construed as a waiver of any other terms or conditions, nor shall a waiver
of any breach be deemed to constitute a waiver of any subsequent breach, whether of the
same or of a different section, subsection, paragraph, clause, phrase or other provision of this
Loan Agreement.

7.5 This Loan Agreement supersedes all prior negotiations, representations
and agreements between the parties hereto relating to the Loan and constitutes the entire
agreement between the parties hereto in respect thereof.

7.6 Byexecutionand delivery of this Loan Agreement, notwithstanding the
date hereof, the Local Government specifically recognizes that it is hereby agreeing to sell
its Local Bonds to the Authority and that such obligation may be specifically enforced or
subject to a similar equitable remedy by the Authority.
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7.7  This Loan Agreement shall terminate upon the earlier of:

(1) written notice of termination to the l.ocal Government from
either the Authority or DEP;

(i1)  the end of ninety (90) days after the date of execution hereof by
the Authority or such later date as is agreed to in writing by DEP if the Local Government
has failed to deliver the Local Bonds to the Authority;

(1)  termination by the Authority and DEP pursuant to Section 6.2
hereof; or

(iv)  payment in full of the principal of and interest on the Loan and
of any fees and charges owed by the Local Government to the Authority or DEP; provided
that the amount of the Loan made under this L.oan Agreement in any succeeding fiscal year
is contingent upon funds being appropriated by the State legislature or otherwise being
available to make the Loan. In the event funds are not appropriated or otherwise available
to make all of the Loan, the responsibility of the Authority and DEP to make all the Loan is
terminated; provided further that the obligation of the Local Government to repay the
outstanding amount of the Loan made by the Authority and DEP is not terminated due to
such non-funding on any balance of the L.oan. The DEP agrees to use its best efforts to have
the amount contemplated under this Loan Agreement included in its budget.
Non-appropriation or non-funding of the Loan shall not be considered an event of default
under this Loan Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Loan Agreement
to be executed by their respective duly authorized officers as of the date executed below by

the Authority.

(SEAL)

Attest:

A neta. K. KT

Its: Recorder

(SEAL)

Attest:

Loobao 3N eedima

Its: Secretary-Treasurer

000832/00372
11/01/04

M0310404.1

CITY OF MORGANTOWN

a/??? z%

Date /%749/ TO 2006

WEST VIRGINIA DEPARTMENT OF
ENVIRONMENTAL PROTECTION, DIVISION
OF WATER AND WASTE MANAGEMENT

By @m& Wl ina

Its:

Date: Dm@M4 Yy Q@O(ﬁ

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

MW(

lrector
Date May 25. 2006
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EXHIBIT A

FORM OF PERFORMANCE CERTIFICATE

{To Be Provided By DEP]
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EXHIBIT B

MONTHLY FINANCIAL REPORT

Name of Local Government
Name of Bond Issue(s)

Type of Project Water Wastewater
Fiscal Year Report Month
Budget
Year To
Total Budget Date Minus
Current Year Year Total Year
Ite Month To Date To Date To Date

1. Gross Revenues

2. Operating Expenses

3. Bond Payments:

Type of Issue
Clean Water SRF

Drinking Water TRF

Infrastructure Fund

Water Development
Authority

Rural Utilities Service

Economic Development
Administration

Other (Identify)

4. Renewal and
Replacement
Fund Deposits

Name of Person Completing Form

Address

Telephone
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INSTRUCTIONS FOR COMPLETING MONTHLY FINANCIAL REPORT

Item 1 You will need a copy of the current fiscal year budget adopted by the Local
Government to complete Items 1 and 2. In Item 1, provide the amount of
actual Gross Revenues for the current month and the total amount year-to-date
in the respective columns. Divide the budgeted annual Gross Revenues by 12.
For example, if Gross Revenues of $1,200 are anticipated to be received for
the year, each month the base would be increased by $100 ($1,200/12). This
is the incremental amount for the Budget Year-to-Date column.

[tem 2 Provide the amount of actual Operating Expenses for the current month and
the total amount year-to-date in the respective columns. Any administrative
fee should be included in the Operating Expenses. Divide the budgeted annual
Operating Expenses by 12. For example, if Operating Expenses of $900 are
anticipated to be incurred for the year, each month the base would be increased
by $75 ($900/12). Thisis the incremental amount for the Budget Year-to-Date
column.

Item 3 Provide the Bond Payments (principal, interest and reserve account) for all
the outstanding bonds of the Local Government according to the source of
funding. For example, Clean Water State Revolving Fund loan from
Department of Environmental Protection, Drinking Water Treatment
Revolving Fund loan from Bureau for Public Health, Infrastructure Fund loan
from Infrastructure and Jobs Development Council, or a loan from the Water
Development Authority, ctc.

Item 4 Provide the amount deposited into the Renewal and Replacement Fund each
month. This amount is equal to 2.5% of Gross Revenues minus the total
reserve account payments included in Item 3. If Gross Revenues are $1,200,
then $30 (2.5% of $1,200), LESS the amount of all reserve account payments
in Item 3 should be deposited into the Renewal and Replacement Fund. The
money in the Renewal and Replacement Fund should be kept separate and
apart from all other funds of the I.ocal Government.

The Local Government must complete the Monthly Financial Report and forward it to
the Water Development Authority by the 10" day of each month, commencing on the
date contracts are executed for the acquisition or construction of the Project and for
two years following the completion of acquisition or construction of the Project.
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EXHIBIT C

PAYMENT REQUISITION FORM

(All Copies to Be Provided by DEP for Each Project)
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EXHIBIT D

FORM OF CERTIFICATE OF CONSUL TING ENGINEER

(Issuer)

(Name of Bonds)

1, . Registered Professional Engineer, West Virginia License
No. , of , Consulting Engineers,
, , hereby certify as follows:

1. My firm 1is engineer for the acquisition and construction of
to the system (the "Project")
of (the '"Issuer"), to be constructed primarily in
County, West Virginia, which acquisition and construction are
being permanently ﬁnanced in partby the above-captioned bonds (the "Bonds") of the Issuer.

Capitalized words not defined herein shall have the same meaning set forth in the bond
adopted or enacted by the Issuer on , and the Loan
Agreement by and among the Issuer, the West Virginia Water Development Authority (the
"Authority"), and the West Virginia Department of Environmental Protection (the "DEP"),
dated i

2. The Bonds are being issued for the purposes of (i)
, and (i1) paying certain issuance and

other costs in connection therewith.

3. To the best of my knowledge, information and belief, (i) within the limits and
in accordance with the applicable and governing contractual requirements relating to the
Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by the DEP and any change
orders approved by the Issuer, the DEP and all necessary governmental bodies; (ii) the
Project, as designed, is adequate for its intended purpose and has a useful life of at least

years, if properly operated and maintained, excepting anticipated replacements due
tonormal wear and tear; (iii) the Issuer has received bids for the acquisition and construction
of the Project which are in an amount and otherwise compatible with the plan of financing
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set forth in Schedule A attached hereto as Exhibit A, and my firm' has ascertained that all
successful bidders have made required provisions for all insurance and payment and
performance bonds and that such insurance policies or binders and such bonds have been
verified for accuracy; (iv) the successful bidders received any and all addenda to the original
bid documents; (v) the bid documents relating to the Project reflect the Project as approved
by the DEP and the bid forms provided to the bidders contain all critical operational
components of the Project; (vi) the successful bids include prices for every item on such bid
forms; (vii) the uniform bid procedures were followed; (viii) the Issuer has obtained all
permits required by the laws of the State of West Virginia and the United States necessary
for the acquisition and construction of the Project and operation of the System; (ix) as of the
effective date thereof?, the rates and charges for the System as adopted by the Issuer will be
sufficient to comply with the provisions of the Loan Agreement; (x) the net proceeds of the
Bonds, together with all other moneys on deposit or to be simultaneously deposited and
irrevocably pledged thereto and the proceeds of grants, if any, irrevocably committed
therefor, are sufficient to pay the costs of acquisition and construction of the Project
approved by the DEP; and (xi) attached hereto as Exhibit A is the final amended “Schedule
A - Total Cost of Project; Sources of Funds and Cost of Financing” for the Project.

WITNESS my signature and seal on this day of

By

West Virginia License No.

[SEAL]

'If another responsible party, such as the Issuer’s attorney, reviews the insurance and payment
bonds, then insert the following: {and in reliance upon the opinion of , Bsq.] and delete
“my firm has ascertained that”.

’If the Rule 42 Exhibit and/or rate structure was prepared by an accountant, then insert the
following: “In reliance upon the certificate of of even date herewith,” at the
beginning of (ix).
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EXHIBIT E

SPECIAL CONDITIONS

A. PUBLIC RELEASE REQUIREMENT - The Local Government agrees
to include, when issuing statements, press releases, requests for proposals, bid solicitations,
groundbreaking or project dedication program documents and other documents describing
projects or programs funded in whole or in part with Federal money, (1) the percentage of
the total costs of the program or project which will be financed with Federal money, (2) the
dollar amount of Federal funds for the project or program, and (3) percentage and dollar
amount of the total costs of the project or program that will be financed by non-governmental
sources.

B. AUDIT REQUIREMENT (Supplement to Article IV 4.1 (b) (xi)) -
Effective October 1, 2003, the Local Government that receives $500,000 or more (in federal
funds) in a fiscal year must obtain audits in accordance with the Single Audit Act and the
applicable OMB Circular or any successor thereto. Financial statement audits are required
once all funds have been received by the Local Government.
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EXHIBIT F

MONTHLY PAYMENT FORM

West Virginia Water Development Authority
180 Association Drive
Charleston, WV 25311

Re: [Name of bond issue]

Ladies and Gentlemen:

The following deposits were made to the West Virginia Municipal Bond
Commission on behalf of [Name of Local Government] on [Date].

Sinking Fund:
Interest \
Principal $__
Total: $__
Reserve Account: 3

Witness my signature this  day of

[Name of Local Government]

By:

Authorized Officer

Enclosure: copy of check(s)
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EXHIBIT G

OPINION OF BOND COUNSEL FOR LOCAL GOVERNMENT

[To Be Dated as of Date of Loan Closing]

West Virginia Water Development Authority
180 Association Drive
Charleston, WV 25311

West Virginia Department of Environmental Protection
601 57™ Street
Charleston, WV 25304

Ladies and Gentlemen:

We are bond counsel to (the "Local Government"), a

We have examined a certified copy of proceedings and other papers relating to the
authorization of (i) a loan agreement dated ____, | including all schedules and exhibits
attached thereto (the "Loan Agreement"), among the Local Government, the West Virginia
Water Development Authority (the "Authority") and the West Virginia Department of
Environmental Protection (the “DEP”), and (ii) the issue of a series of revenue bonds of the
Local Government, dated , ____ (the "Local Bonds"}, to be purchased by the
Authority in accordance with the provisions of the Loan Agreement. The Local Bonds are
issued in the principal amount of $ , in the form of one bond, registered as to
principal and interest to the Authority, with principal and interest payable quarterly on March
1, June 1, September 1, and December 1 of each year, beginning _____ 1, , and ending
1, ___, all as set forth in the “Schedule Y” attached to the Loan Agreement and
incorporated in and made a part of the Local Bonds.

The Local Bonds are issued for the purposes of (i) , and (ii}
paying certain issuance and other costs in connection therewith.

We have also examined the applicable provisions of of the
Code of West Virginia, 1931, as amended (the "Local Statute"), and the bond duly
adopted or enacted by the Local Government on , as supplemented by the
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supplemental resolution duly adopted by the ILocal Government
on (collectively, the "Local Act"), pursuant to and under which Local
Statute and Local Act the Local Bonds are authorized and issued, and the I.oan Agreement
has been undertaken. The Local Bonds are subject to redemption prior to maturity to the
extent, at the time, under the conditions and subject to the limitations set forth in the Local
Act and the Loan Agreement.

Based upon the foregoing and upon our examination of such other documents as we
have deemed necessary, we are of the opinion as follows:

1. The Loan Agreement has been duly authorized by and executed on behalf of
the Local Government and is a valid and binding special obligation of the Local Government,
enforceable in accordance with the terms thereof.

2. The Loan Agreement inures to the benefit of the Authority and the DEP and
cannot be amended so as to affect adversely the rights of the Authority or the DEP or
diminish the obligations of the Local Government without the consent of the Authority and
the DEP.

3. The Local Government is a duly organized and validly existing

, with full power and authority to acquire and construct the
Project, to operate and maintain the System, to adopt or enact the Local Act and to issue and
sell the Local Bonds, all under the Local Statute and other applicable provisions of law.

4. The Local Act and all other necessary orders and resolutions have been legally
and effectively adopted or enacted by the Local Government and constitute valid and binding
obligations of the Local Government, enforceable against the Local Government in
accordance with their terms. The Local Act contains provisions and covenants substantially
in the form of those set forth in Section 4.1 of the Loan Agreement.

5. The Local Bonds have been duly authorized, issued, executed and delivered
by the Local Government to the Authority and are valid, legally enforceable and binding
special obligations of the Local Government, payable from the net or gross revenues of the
System set forth in the Local Act and secured by a first lien on and pledge of the net or gross
revenues of the System, all in accordance with the terms of the Local Bonds and the Local
Act.

6. The Local Bonds are, by statute, exempt , and under
existing statutes and court decisions of the United States of America, as presently written and
applied, the interest on the Local Bonds is excludable from the gross income of the recipients
thereof for federal income tax purposes.
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No opinion is given herein as to the effect upon enforceability of the Local Bonds of
bankrupicy, insolvency, reorganization, moratorium and other laws affecting creditors' rights
or in the exercise of judicial discretion in appropriate cases.

We have examined the executed and authenticated Local Bond numbered R-1, and in

our opinion the form of said bond and its execution and authentication are regular and proper.

Very truly yours,
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SCHEDULE X
DESCRIPTION OF LOCAL BONDS

Principal Amount of Local Bonds $ 6,410,191
Purchase Price of Local Bonds $6.410,191

The Local Bonds shall bear no interest from the date of delivery to and
including May 31, 2008. Commencing September 1, 2008, interest on the Local Bonds is
payable quarterly, at a rate 0of 2% per annum. Commencing September 1, 2008, principal of
the Local Bonds is payable quarterly, with an administrative fee of 1%. Quarterly payments
will be made on March 1, June 1, September | and December 1 of each year as set forth on
the Schedule Y attached hereto and incorporated herein by reference.

The Local Government shall submit its payments monthly to the Commission with
instructions that the Commission will make quarterly payments to the Authority at such
address as 1s given to the Commission in writing by the Authority. If the Reserve Account
is not fully funded at closing, the Local Government shall commence the payment of the
1/120 of the maximum annual debt service on the first day of the month it makes its first
monthly payment to the Commission. The Local Government shall instruct the Commission
to notify the Authority of any monthly payments which are not received by the 20th day of
the month in which the payment was due.

The Local Bonds are fully registered in the name of the Authority as to principal and
interest, if any, and the Local Bonds shall grant the Authority a first lien on the net or gross
revenues of the Local Government's system as provided in the Local Act.

The Local Government may prepay the Local Bonds in full at any time at the price of
par upon 30 days' written notice to the Authority and DEP. The Local Government shall
request approval from the Authority and DEP in writing of any proposed debt which will be
issued by the Local Government on a parity with the Local Bonds which request must be
filed at least 60 days prior to the intended date of issuance.

As of the date of the Loan Agreement, the Local Bonds are on a parity as to liens,
pledge and source of and security for payment with the following obligations of the Local

Government:

See next page.
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1)

2)

3)

4)

5)

6)

7)

M0310404.1

Combined Waterworks and Sewerage System Revenue Bonds, Series 1992 (West
Virginia SRF Program), dated September 8, 1992, issued in the original principal
amount of $11,900,000,

Combined Waterworks and Sewerage System Revenue Bonds, Series 1995 (West
Virginia SRF Program), dated April 27, 1995, issued in the original principal amount
of $1,601,477,

Combined Waterworks and Sewerage System Refunding Revenue Bonds, Series
1997, dated July 1, 1997, issued in the onginal principal amount of $10,000,000,

Combined Waterworks and Sewerage System Revenue Bonds, Series 2000 A (West
Virginia SRF Program), dated February 29, 2000, issued in the original principal
amount of $7,842,000,

Combined Waterworks and Sewerage System Revenue Bonds, Series 2000 B (West
Virginia Infrastructure Fund), dated February 29, 2000, issued in the original
principal amount of $2,488,000, and

Combined Waterworks and Sewerage System Revenue Bonds, Series 2001 A (West
VirginiaInfrastructure Fund), dated February 8, 2001, issued in the ori ginal principal
amount of $3,812,470. ’
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SCHEDULE Y

$6,410,191

Morgantown Utility Board
20 Years, 2% Interest Rate, 1% Admin Fee
Closing Date: June 27, 2006

Debt Service Schedule Part10f3
Date Principal Coupon Interest Total P+I
09/01/2006 - - - -
12/01/2006 - - - -
03/01/2007 - - - -
06/01/2007 - - - -
09/01/2007 - - - -
12/01/2007 - - - -
03/01/2008 - - - -
06/01/2008 - - - -
09/01/2008 65,365.00 2.000% 32,050.96 97.415.96
12/01/2008 65,692.00 2.000% 31,724.13 97.416.13
03/01/2009 66,020.00 2.000% 31,395.67 97,415.67
06/01/2009 66,350.00 2.000% 31,065.57 97,415.57
0%/01/2009 66,682.00 2.000% 30,733.82 97,415.82
12/01/2009 67,016.00 2.000% 30,400.41 97,416.41
03/01/2010 67,351.00 2.000% 30,065.33 97,416.33
06/01/2010 67,687.00 2.000% 29,728.58 97,415.58
09/01/2010 68,026.00 2.000% 29,390.14 97,416.14
12/0172010 68,366.00 2.000% 29,050.01 97.416.01
03/01/2011 68,708.00 2.000% 28,708.18 97,416.18
06/01/2011 69,051.00 2.000% 28,364.64 97,415.64
09/01/2011 69,397.00 2.000% 28,019.39 97,416.39
12/01/2011 69,744.00 2.000% 27,672.40 97,416.40
03/012012 70,092.00 2.000% 27,323.68 97.415.68
06/01/2012 70,443.00 2.000% 26,973.22 97,416.22
05/01/2012 70,795.00 2.000% 26,621.0} 97,416.01
1240172012 71,149.00 2.000% 26,267.03 97,416.03
03/01/2013 71,505.00 2.000% 25,911.2% 97,416.29
06/01/2013 71,862.00 2.000% 25,533.76 97,415.76
09/01/2013 72,221.00 2.000% 25,194 .45 97,415.45
12/01/2013 72,583.00 2.000% 24.833.35 97,416.35
03/01/2014 72,946.00 2.000% 24,470.43 97,416.43
06/01/2014 73,310.00 2.000% 24,105.70 97,415.70
09/01/2014 73,677.00 2.000% 23,739.15 97.416.15
12/01/2014 74,045.00 2.000% 23,370.77 9741577
03/01/2015 74,415.00 2.000% 23,000.54 97,415.54
06/01/2015 74,787.00 2.000% 22,628.47 97,415.47
09/01/2015 75,161.00 2.000% 22,254.53 97.415.53
12/01/2015 75,537.00 2.000% 21,878.73 97,415.73
03/01/2016 75,915.00 2.000% 21,501.04 97,416.04
06/01/2016 76,294.00 2.000% 21,121.47 97,415.47
09/01/2016 76,676.00 2.000% 20,740.00 97,416.00
12/01/2016 77,059.00 2.000% 20,356.62 97,415.62
03/01/2017 77,445.00 2.000% 19,971.32 97,416.32
06/01/2017 77,832.00 2.000% 19,584.10 97,416.10
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$6,410,191

Morgantown Utility Board
20 Years, 2% Interest Rate, 1% Admin Fee
Closing Date: June 27, 2006

Debt Service Schedule Part2 of 3
Date Principal Coupon Interest Total P+I
09/01/2017 78,221.00 2.000% 19,194,94 97,415,94
12/01/2017 78,612.00 2.000% 18,803.83 97,415.83
03/01/2018 79,005.00 2.000% 18,410.77 97,415.77
06/01/2018 79,400.00 2.000% 18,015.75 7,415.75
09/01/2018 79,797.00 2.000% 17,618.75 97,415.75
12/01/2018 80,196.00 2.000% 17,219.76 97,415.76
03/01/2019 80,597.00 2.000% 16,818.78 97,415.78
06/01/2019 81,000.00 2.000% 16,415.80 97,415.80
09/01/2019 81,405.00 2.000% 16,010.80 97,415.80
12/01/2019 81,812.00 2.000% 15,603.77 97.415.77
03/01/2020 82,221.00 2.000% 15,194.71 37,4157}
06/01/2020 82,632.00 2.000% 14,783.61 97,415.61
09/01/2020 83,045.00 2.000% 14,370.45 97,415.45
12/01/2020 83,461.00 2.000% 13,955.22 97,416.22
03/01/2021 83,878.00 2.000% 13,537.92 97,415.92
06/01/2021 84,297.00 2.000% 13,118.53 97,415.53
09/01/2021 84,719.00 2.000% 12,697.04 97,416.04
12/01/2021 85,142.00 2.000% 12,273.45 ¥7.415.45
03/01/2022 85,568.00 2.000% 11,847.74 97,415.74
06/01/2022 85,996.00 2.000% 11,419.90 97,415.90
09/01/2022 86,426.00 2.000% 10,989.92 97,415.92
12/01/2022 86,858.00 2.000% 10,557.79 97,415.79
03/01/2023 87,292.00 2.000% 10,123.50 97,415.50
06/01/2023 87,729.00 2.000% 9,687.04 97.416.04
09/01/2023 88,168.00 2.000% 9,248.39 97,416.39
12/01/2023 88,608.00 2.000% 8,807.55 7,415.55
03/01/2024 89,051.00 2.000% 8,364.51 97,415.51
06/01/2024 89,497.00 2.000% 7,819.26 97,416.26
05/01/2024 89,944 .00 2.000% 747177 97,415.77
12/01/2024 90,394.00 2.000% 7,022.05 97,416.05
03/01/2025 90,846.00 2.000% 6,570.08 97,416.08
06/01/2025 51,300.00 2.000% 6,115.85 97,415.85
09/01/2025 91,757.00 2.000% 5,659.35 97,416.35
12/01/2025 92,215.00 2.000% 5,200.57 97,415.57
03/01/2026 92,676.00 2.000% 4,739.49 97.415.49
06/01/2026 93,140.00 2.000% 4,276.11 97,416.11
09/01/2026 93,606.00 2.000% 3,81041 97,416.4}
12/01/2026 94,074.00 2.000% 334238 97,416.38
03/01/2027 94,544.00 2.000% 2,872.01 97,416.01
06/01/2027 95,017.00 2.000% 2,399.29 97,416.29
09/01/2027 L/ 55,492.00 2.000% 1,524.21 97,416.21
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$6,410,191

Morgantown Utility Board
20 Years, 2% Interest Rate, 1% Admin Fee
Closing Date: June 27, 2006

Debt Service Schedule Part3 of 3
Date Principal Coupon Interest Total P+I
12/01/2027 95,969.00 2.000% 1,446.75 97.415.75
03/01/2028 96,449.00 2.000% 966.90 97,415.90
06/01/2028 96,931.00 2.000% 484.66 97,415.66

Total $6,410,191.00 - $1,383,081.25 © $7,793,272.25 "

*Plus $8,644.26 one-percent administrative fee paid quarterly. Total fee over life of loan is $691,540.80.

Yield Statistics

Accrued Interest from 06/27/2006 to 06/27/2006

(247,148.48)

Bond Year Dollars

$81,511.48

Average Life

12.716 Years

Average Coupon

1.6967932%

Net Interest Cost (NIC) 1.6967932%
True Interest Cost (TIC) 2.0126188%
Bond Yicld for Arbitrage Purposes 2.0126188%

All Inclusive Cost (AIC)

2.8400892%

IRS Form 8038

Net Interest Cost

2.0000002%

Weighted Average Maturity

12.716 Years
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
THE CITY OF MORGANTOWN
COMBINED WATERWORKS AND SEWERAGE
SYSTEM REVENUE BOND, SERIES 2006 A
(WEST VIRGINIA SRF PROGRAM)

No. AR-1 | | 0%9,191

- KNOW ALL MEN BY THESE PRESENTS: That on this the 30th day of June,
2006, THE CITY OF MORGANTOWN, a municipal corporation and potitical subdivision of the
State of West Virginia in Monongalia County of said State (the "Issuer"), for value received,
hereby promises to pay, solely from the special funds provided therefor, as hereinafter set forth,
0 the WEST VIRGINIA WATER DEVELOPMENT AUTHORITY (the "Authority") or
registered assigns the sum of SIX MILLION FOUR HUNDRED TEN THOUSAND ONE
HUNDRED NINETY ONE DOLLARS ($6,410,191), or such lesser amount as shall have been
advanced to the Issuer hereunder and not previously repaid, as set forth in the "Record of
Advances" attached as EXHIBIT A hereto and incorporated herein by reference, in quarterly .
installments on March 1, June I, September 1 and December 1 of each year, commencing
September 1, 2008, as set forth on the "Debt Service Schedule" attached as EXHIBIT B hereto
and incorporated herein by reference with interest on each installment at the rate per annum set
forth on said EXHIBIT B. The interest and SRF administrative fee (as defined in the hereinafter
described Bond Legislation) on this Bond shall be payable quarterly on March 1, June 1,
September 1 and December 1 of each year, commencing September 1, 2008, as set forth on
EXHIBIT B attached hereto.

Principal installments of this Bond are payable in any coin or currency which, on
the respective dates of payment of such installments, is legal tender for the payment of public and
private debts under the laws of the United States of America, at the office of the West Virginia
Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent"). The interest on
this Bond is payable by check or draft of the Paying Agent mailed to the registered owner hereof
at the address as it appears on the books of The Huntington National Bank, Charleston,
West Virginia, as registrar (the "Registrar"), on the 15th day of the month next preceding an
interest payment date, or by such other method as shall be mutually agreeable so long as the
Authority is the Registered Owner hereof,

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia Department
of Environmental Protection (the "DEP"), and upon the terms and conditions prescribed by, and
otherwise in compliance with, the Loan Agreement by and among the Issuer, the Authority and
the DEP, dated June 30, 2006.
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This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of certain extensions, additions, betterments and improvements to the sewerage
portion of the existing public combined waterworks and sewcrage system of the Issuer (the
"Project"); (ii) to pay the cost of a surety bond to fund the reserve account for the Bonds of
this Series (the "Bonds"); and (iii) to pay certain costs of issuance of the Bonds and related
costs. The existing public combined waterworks and sewerage system of the Issuer, the
Project, and any further extensions, additions, betterments or improvements thereto are
herein called the "System."” This Bond is issued under the authority of and in full compliance
with the Constitution and statutes of the State of West Virginia, including particularly
Chapter 8, Article 20 and Chapter 22C, Article 2 of the West Virginia Code of 1931, as
amended (collectively, the "Act"), a Bond Ordinance duly enacted by the Issuer on April 4,
2006, and a Supplemental Resolution duly adopted by the Issuer on June 6, 2006
(collectively, the "Bond Legislation™), and-is subject to all the terms and conditions thereof,
The Bond Legislation provides for the issuance of additional bonds under certain conditions,
and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS,
PLEDGE AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL
RESPECTS, WITH THEISSUER'S (1) COMBINED WATERWORKS AND SEWERAGE
SYSTEM REVENUE BONDS, SERIES 1992 (WEST VIRGINIA SRF PROGRAM),
DATED SEPTEMBER 8, 1992, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $11,900,000 (THE "SERIES 1992 BONDS"); (2) COMBINED
WATERWORKS AND SEWERAGE SYSTEM REVENUE BONDS, SERIES 1995 (WEST
VIRGINIA SRF PROGRAM), DATED APRIL 27, 1995, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $1,601,477 (THE "SERIES 1995 BONDS");
(3) COMBINED WATERWORKS AND SEWERAGE SYSTEM REFUNDING REVENUE
BONDS, SERIES 1997, DATED JULY 1, 1997, ISSUED ‘IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $10,000,000 (THE "SERIES 1997 BONDS");
(4) COMBINED WATERWORKS AND SEWERAGE SYSTEM REVENUE BONDS,
SERIES 2000 A (WEST VIRGINIA SRF PROGRAM), DATED FEBRUARY 29, 2000,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $7,842,000 (THE
"SERIES 2000 A BONDS"); (5) COMBINED WATERWORKS AND SEWERAGE
SYSTEM REVENUE BONDS, SERIES 2000 B (WEST VIRGINIA INFRASTRUCTURE
FUND), DATED FEBRUARY 29, 2000, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $2,488,000 (THE "SERIES 2000 B BONDS"); AND (6)
COMBINED WATERWORKS AND SEWERA GE SYSTEMREVENUE BONDS, SERIES
2001 A (WEST VIRGINIA INFRASTRUCTURE FUND), DATED FEBRUARY §, 2001,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $3,812,470
(COLLECTIVELY, THE "PRIOR BONDS "). :
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This Bond is payable only from and secured by a pledge of the Gross

Revenues (as defined in the Bond Legislation) to be derived from the operation of the
System, on a parity with the pledge of Gross Revenues in favor of the holders of the Prior
Bonds, and from mioneys in the reserve account created under the Bond Legislation for the
Bonds (the "Series 2006 A Bonds Reserve Account"), and unexpended proceeds of the
Bonds. Such Gross Revenues shall be sufficient to pay the principal of and interest on all’
bonds which may be issued pursuant to the Act and which shall be set aside as a special fund
hereby pledged for such purpose. This Bond does not constitute an indebtedness of the Issuer
within the meaning of any constitutional or statutory provisions or limitations, nor shall the
Issuer be obligated to pay the same or the interest hereon, except from said special fund
provided from the Gross Revenues, the moneys in the Series 2006 A Bonds Reserve Account
and unexpended proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has
covenanted and agreed to establish and maintain just and equitable rates and charges for the
use of the System and the services rendered thereby, which shal be sufficient, together with
other revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 125% of the
maximum amount payable in any year for principal of and interest 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 Prior Bonds, so long as the Series 1997 Bonds are outstanding, and
thereafter, 115% of such amount; provided however, that if the Series 1997 Bonds are no
longer outstanding and so long as there exists in the Series 2006 A Bonds Reserve Account
an amount at least equal to the maximum amount of principal and interest 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 Prior Bonds, an amount at least equal to the requirement therefor, such
percentage may be reduced to 110%. The Issuer has entered into certain further covenants
with the registered owners of the Bonds for the terms of which reference is made to the Bond
Legislation. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Bond Legislation, to which reference is here made for a detailed description
thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of the Registrar by
the registered owner, or by its attorney duly authorized in writing, upon the surrender of this
Bond, together with a written instrument of transfer satisfactory to the Registrar, duly
executed by the registered owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond, under the

provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.
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This note is hereby designated a “qualified tax-exempt obligation” within the
meaning of Section 265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.

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

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at the
issuance of this Bond do exist, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the Gross Revenues of the
System has been pledged to and will be set aside into said special fund by the Issuer for the
prompt payment of the principal of and interest on this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which

this Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the
same extent as if written fully herein.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, THE CITY OF MORGANTOWN has caused
this Bond to be signed by its Mayor and City Manager, and its corporate seal to be hereunto
affixed and attested by its City Clerk, and has cansed this Bond to be dated the day and year

- first written abave.,

]
Il

[SEAL]

City Manager

ATTEST:

;LM@X K o=

City Clerk

CH826556.2



CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2006 A 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: June 30, 2006.

THE HUNTINGTON NATIONAL BANK,
as Registrar

lis: Authorlz Officef®

o
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1)  $320,510 June 30, 2006 _{19) §
2 3 20) §
3 $ 2n $
@ _$ 22) $
(5)_$ 23 $
6 _$ 24y §
(7) _$ (25) %
8 8 26) $
(I 27 _$
ao s 28 $
(1) $ 29) $
(12) $ B0 $
a3 s (31) §
(14) $ (32) $
(15)_$ (33)_$
(16) $ (34) 8§
an s (35 $
(18) $ $
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EXHIBIT B

DEBT SERVICE SCHEDULE | :

Date Principal Coupon Interest Total P+1

09/01/2006 - - - -
12/01/2006 - - - -
03/01/2007 - - - -
06/01/2007 - - - -
09/01/2007 - - - -
12/03/2007 - - - -
03/01/2008 - - - -
06/01/2008 - - - -
09/01/2008  65,365.00 2.000%  32,05096 9741596
12/01/2008  65,692.00 2.000% 31,724.13  97416.13
03/01/2009  66,020.00 2.000%  31,395.67 97,415.67
06/01/2009  66,350.00 2.000%  31,065.57  97,415.57
09/01/2009  66,682.00 2.000% . 30,733.82  97415.82
12/01/2009  67,016.00 2.000%  30,400.41 97,416.41
03/01/2010  67,351.00 2.000%  30,065.33 9741633
06/01/2010 . 67,687.00 2.000%  29,728.58 97,415.58
09/01/2010 - 68,026.00 2.000%  29,390.14  97,416.14
12/01/2010  68,366.00 2.000%  29,050.01  97,416.01
03/01/2011  68,708.00 2.000%  28,708.18  97,416.18
06/01/20t1  69,051.00 2.000%  2B,364.64 97,415.64
09/01/2011 69,397.00 2.000%  28,019.39  97,416.39
12/01/2011  69,744.00 2000%  27,672.40  97,416.40
03/01/2012  70,092.00 2.000% 27323.68 97,415.68
06/01/2012  70,443,00 2.000%  26,973.22  97416.22
09/01/2012  70,795.00 2.000%  26,621.01  97.416.01
12/01/2012  71,149.00  2.000%  26,267.03 97,416.03
03/01/2013  71,505.00 2.000% 25911.29  97416.29
06/01/2013  71,862.00 2.000%  25,553.76 97415.76
09/01/2013  72,221.00 2.000%  25,194.45  97.415.45
12/01/2013  72,583.00 2.000%  24,833.35 97.416.35
03/01/2014  72,946.00 2.000% 2447043 97.416.43
06/01/2014 - 73,310.00 2.000%  24,105.70 97,415.70
09/01/2014  73,677.00 2.000%  23,739.15  97,416.15 _
12/01/2014  74,045.00 2.000%  23,370.77  97,415.77
03/01/2015  74,415.00 2.000%  23,000.54 97,415.54
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Date Principal Coupon Interest Total P+l

06/01/2015  74,787.00 2.000%  22,628.47 9741547
09/61/2015  75,161.00 2.000%  22,254.53  97,415.53
12/01/2015  75,537.00 2.000%  21,878.73  97,415.73
03/01/2016  75,915.00 2.000%  21,501.04 97,416.04
06/01/2016  76,294.00 2000%  21,121.47  97,415.47
09/01/2016  76,676.00 2.000%  20,740.00  97,416.00
12/01/2016  77,059.00 2.000%  20,356.62 9741562
03/01/2017  77,445.00 2.000%  19,971.32 97.416.32
06/01/2017  77,832.00 2000% 19,584.10 97416.10
09/01/2017  78,221.00 2.000%  19,19494 97.415.94
12/01/2017  78,612.00 2.000%  18,803.83  97,415.83
03/01/2018  79,005.00 2.000% 1841077 9741577
06/01/2018  79,400.00 2.000% 1B,0i5.775 97,415.75
05/01/2018  79,797.00 2.000% 17,618.75 9741575
12/01/2018  80,196.00 2.000%  17,219.76  97,415.76
03/01/2019  80,597.00 2,000% 16,818.78 9741578
06/01/2019  81,000.00 2.000% 16,415.80 97,415.80
09/01/2019  B81,405.00 2.000% 16,010.80 97,415.80
12/01/2019  81,812.00 2.000%  15,603.77 97,415.77
03/01/2020  82,221.00 2.000%  15,194.71 9741571
06/01/2020  82,632.00 2.000%  14,783.61 97415.61
09/01/2020  83,045.00 2.000% 14,37045 97,415.45
12/01/2020  B83,461.00 2.000% 13,955.22 9741622
03/01/2021  B3,878.00 2.000%  13,537.92 9741592
06/01/2021  84,297.00 2.000%  13,118.53  97,415.53
09/01/2021  B4,719.00 2.000% 12,697.04 97,416.04
12/01/2021  85,142.00 2.000% 12,273.45  97,415.45
03/01/2022  B85,568.00 2.000%  11,847.74 9741574
06/01/2022  §5,996.00 2.000% 11,419.90 97,415.90
09/01/2022  86,426.00 2.000%  10,989.92 97415.92
12/01/2022  86,858.00 2.000% 10,557.79  97,415.79
03/01/2023  87,292.00 2.000%  10,123.50  97,415.50
06/01/2023  87,729.00 2.000% 9,687.04 97416.04
09/01/2023 ~ 88,168.00 2.000% 9,248.39  97,416.39
12/01/2023  B8,608.00 2.000% 8,807.55 9741555
03/01/2024  89,051.00 2.000% 8,364.51 9741551
06/01/2024  89,497.00 2.000%% 7,919.26  97,416.26
09/01/2024  89,944.00 2.000% 747177 9741577
12/01/2024  90,394.00 2.000% 7,022.05  97,416.05
03/01/2025  90,846.00 2.000% 6,570.08  97,416.08
06/01/2025  91,300.00 2.000% 6,115.85 97,415.85
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Dite Principal Coupon Interest Total P+{

09/01/2025  91,757.00 . 2.000% 5,659.35  97,416.35
12/01/2025  92,215.00 2.000% 520057 9741557
03/01/2026  92,676.00 2.000% 4,739.49 9741549
06/01/2026  93,140.00 2.000% 4,276.11  97416.11
09/01/2026  93,606.00 2.000% 3,810.41 9741641
12/01/2026  94,074.00 2.000% 334238 97416.38
03/01/2027  94,544.00 2.000% 2,872.01  97416.01
06/01/2027  95,017.00  2.000% 2,389.29  97,416.29
05/01/2027  95,492.00 2.000% 1,924.21  97,416.21
12/01/2027  95,969.00 2.000% 1,446.75  97,415.75
03/01/2028  96,449.00 2.000% 966.90 9741590
06/01/2028  96,931.00 2.000% 484.66  97,415.66

*Plus $8,644.26 one-percent administrative fee pajd quarterly. Total fee
over life of loan is $691,540.80.
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(Form of)

ASSIGNMENT

[
1]

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

the within Bond and does hereby irrevocably constihite 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:

06/23/06
647490.00021
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STEPTOE Bank One Center, Eighth Floor Writer's Contacr Information
& PO. Box 1588
JOHNSON Charleston, WV 25326-1588

FLLC

Clatksbury Chardeston Morgantown Martinsburg Wheeling Huntington www.steptoe-johnson.com

June 30, 2006

The City of Morgantown
Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

The City of Morgantown
Morgantown, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Department of Environmental Protection
Charleston, West Virginia

Ladies and Gentlemen:

We have examined the Jaw and certified copies of proceedings and other papers relating to
the authorization of a loan agreement, dated June 30, 2006, including all schedules and exhibits attached
thereto (the "Loan Agreement"}, by and between the Issuer and the West Virginia Water Development
Authority (the "Authority"), on behalf of the West Virginia Department of Environmental Protection (the
"DEP") and the Bonds, which are to be purchased by the Authority in accordance with the provisions of the
Loan Agreement. The Bonds are originally issued in the form of one Bond, registered as (o principal and
interest to the Authority, with interest at the rate of 2% per annum, and with principal installments and
interest payable quarterly on March 1, June 1, September 1 and December 1 of each year, commencing
September 1, 2008 and maturing June 1, 2028, all as set forth in the "Schedule Y" attached to the Loan
Agreement and incorporated in and made a part of the Bonds. The Bonds are subject to the SRF
Administrative Fee equal to 1% of the principal amount of the Bonds as set forth in Schedule Y attached to
the Loan Agreement.

The Bonds are issued under the authority of and in fuil compliance with the Constitution and
statutes of the State of West Virginia, including particularly, Chapter 8, Article 20 and Chapter 22C,
Article 2 of the West Virginia Code of 1931, as amended (collectively, the "Act"), for the purposes of (i)
paying a portion of the costs of acquisition and construction of certain extensions, additions, betterments and
improvements to the waterworks portion of the existing public combined waterworks and Sewerage system
of the Issuer (the "Project"); (ii) paying the cost of a surety bond to fund the 2006 A Bonds Reserve Account
for the Bonds: and (ili) to pay certain costs of issuance of the Bonds and related costs.

9A
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The City of Morgantown, et.al.
Page 2

In connection with the issuance of the Bonds, the Issuer has executed a Certificate as to
Arbitrage, dated as of the date hereof (the "Certificate as to Arbitrage™), which, among other things, sets
forth restrictions on the investment and expenditure of the Bond proceeds and earnings thereon, to ensure
that the arbitrage requirements of the Internal Revenue Code of 1986, as amended, and regulations
thereunder {collectively, the "Code"), necessary to establish and maintain the excludability of interest on
the Bonds from gross income for federal income tax purposes, are and will continue to be met.

Based upon the foregoing, and upon our examination of such other documents as we have
deemed necessary, we are of the opinion, under existing law, as follows:

1. The Issuer is a duly created and validly existing municipal corporation and political
subdivision of the State of West Virginia, with full power and authority to acquire and construct the Project,
to operate and maintain the System, to enact the Bond Legislation and to issue and sell the Bonds, all under
the Act and other applicable provisions of law.

2. The Loan Agreement has been duly authorized by and executed on behalf of the
Issuer, is a valid and binding special obligation of the Issuer enforceable in accordance with the terms
thereof, and inures to the benefit of the Authority and the DEP and cannot be amended so as to affect
adversely the rights of the Authority or the DEP or diminish the obligations of the Issuer without the written
consent of the Authority and the DEP.

3. The Bond Legislation and all other necessary ordinances and resolutions have been
duly and effectively enacted and adopted by the Issuer in connection with the issuance and sale of the Bonds
and constitute valid and binding obligations of the Issuer enforceable against the Issuer in accordance with
their terms. The Bond Legislation contains provisions and covenants substantially in the form of those set
forth in Section 4.1 of the Loan Agreement,

4, The Bonds have been duly authorized, issued, executed and delivered by the Issuer
to the Authority and are valid, Jegally enforceable and binding special obligations of the Issuer, payable from
the Gross Revenues of the System referred to in the Bond Legislation and secured by a first lien on and
pledge of the Gross Revenues of the System, on a parity with respect to liens, pledge and source of and
security for payment with the Issuer’s outstanding Combined Waterworks and Sewerage System Revenue
Bonds, Series 1992 (West Virginia SRF Program), dated September 8, 1992, issued in the original aggregate
principal amount of $11,900,000, Combined Waterworks and Sewerage System Revenue Bonds,
Series 1995 (West Virginia SRF Program), dated April 27, 1995, issued in the original aggregate principal
amount of $1,601,477, Combined Waterworks and Sewerage System Refunding Revenue Bonds,
Series 1997, dated July 1, 1997, issued in the original aggregate principal amount of $10,000,000.
Combined Waterworks and Sewerage System Revenue Bonds, Series 2000 A (West Virginia SRF Program),
dated February 29, 2000, issued in the original aggregate principal amount of $7,842,000, Combined
Waterworks and Sewerage System Revenue Bonds, Series 2000 B (West Virginia Infrastructure Fund),
dated February 29, 2000, issued in the original aggregate principal amount of $2,488,000, and Combined
Waterworks and Sewerage System Revenue Bonds, Series 2001 A (West Virginia Infrastructure Fund),
dated February 8, 2001, issued in the aggregate principal amount of $3,812,470 (collectively, the "Prior
Bonds"), all in accordance with the terms of the Bonds and the Bond Legislation. The Issuer has obtained
the written consent of the holders of the Series 1992 Bonds, the Series 1995 Bonds, the Series 2000 A
Bonds, the Series 2000 B Bonds, and the Series 2001 A Bonds to the issuance of the Bonds on a parity with
the Prior Bonds. Written consent of the holders of the Series 1997 Bonds is not required.

CH817876.4



The City of Morgantown, et.al.
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5. Under existing laws, regulations, rulings and judicial decisions of the United States
of America, as presently written and applied, the interest on the Bonds (a) is excludable from gross income
of the owners thereof for federal income tax purposes pursuant to the Code and (b} is not an item of tax
preference for purposes of the federal alternative minimum tax imposed upon individuals and corporations
under the Code. It should be noted, however, that interest on the Bonds is included in the adjusted current
earnings of certain corporations for purposes of computing the alternative minimum tax that may be imposed
with respect to corporations. The opinions set forth above are subject to the condition that the Issuer
comply, on a continuing basis, with all requirements of the Code that must be satisfied subsequent to
issuance of the Bonds for interest thereon to be or continue to be excludable from gross income for federal
income tax purposes and all certifications, covenants and representations which may affect the excludability
from gross income of the interest on the Bonds set forth in the Bond Legislation and the Certificate as to
Arbitrage, and other certificates delivered in connection with the issuance of the Bonds. Failure to comply
with certain of such Code provisions or such certifications, covenants and representations could cause the
interest on the Bonds to be includable in gross income retroactive to the date of issuance of the Bonds.
Except as set forth in paragraph 6 below, we express no opinion regarding other federal tax consequences
arising with respect to the Bonds.

6. The Bonds are, under the Act, exempt from all taxation by the State of
West Virginia, or any county, municipality, political subdivision or agency thereof, and the interest on the
Bonds is exempt from personal 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 Loan Agreement and the Bond Legislation, and the liens and pledges set forth therein, may be
subject to and limited by bankruptcy, insolvency, reorganization, moratorium and other similar Jaws
affecting creditors' rights heretofore or hereafter enacted to the extent constitutionally applicable and that
their enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

We have examined the executed and authenticated Bond numbered AR-1, and in our opinion
the form of said Bond and its execution and authentication are regular and proper.

Very truly yours,

/T

STEPTOE & JOHNSON PLLC

0.25.06
627490.00021
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STEPTOE & Chase Tower, Eighth Floor Weiter’s Conzact Information
P.O. Box 1588
JO | I NSON Charleston, WV 25326-1588
FrLc

ATTORNEYS AT LAW (304) 353-8000 (304} 353-8180 Fax

Clarksburg Charleston Morganrown Mareinsburg Wheeling Huntington www.steptoe-johnson.com

June 30, 2006

The City of Morgantown
Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

The City of Morgantown
Morgantown, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Department of Environmental Protection
Charieston, West Virginia

Ambac Assurance Corporation
New York, New York

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by The City of
Morgantown (the "Issuer"), a municipal corporation and political subdivision organized and existing under
the laws of the State of West Virginia, of its $6,410,191 Combined Waterworks and Sewerage System
Revenue Bonds, Series 2006 A (West Virginia SRF Program), dated the date hereof (the "Bonds").

We have reviewed a Surety Bond (the "Surety") issued by Ambac Assurance Corporation
{"Ambac") which Surety has been pledged to the Reserve Account for the 2006 A Bonds. The Surety has
been delivered to the West Virginia Municipal Bond Commission, as paying agent for the Bonds.

We have also examined the applicable provisions of the Act, a Guaranty Agreement dated
the date hereof, by and between the Issuer and Ambac (the "Guaranty"), the Bond Ordinance duly enacted
by the Issuer on April 4, 2006, as supplemented by a Supplemental Resolution, duly adopted by the Issuer
on June 6, 2006, and a Second Supplemental Resolution duly adopted by the Issuer on July 5, 2006
(collectively, the "Bond Legislation"), pursuant to and under which Act and Bond Legislation the Bonds
are authorized and issued, and the Loan Agreement has been entered into,

9B
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The City of Morgantown, et al.
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Based upon the foregoing, and upon our examination of such other documents as we have
deemed necessary, we are of the opinion, under existing law, as follows:

I. The Issuer is a duly created and validly existing municipal corporation and political
subdivision of the State of West Virginia, with full power and authority to approve the Surety and enter
into the Guaranty, all under the Act and other applicable provisions of law.

2. The Issuer has duly approved and authorized the Surety and the execution of all
documents related thereto, The Guaranty has been duly authorized by and executed on behaif of the
Issuer, and constitutes the valid and binding obligation of the Issuer enforceable against the Issuer in
accordance with its terms.

Very truly yours,

' ‘%\‘PLL C
EPT@AE & JOHNSO LLC

06.25.00
627490.00021

CHE31831.1



STEPTOE Bank One Center, Eighth Floor Writer’s Contact Information
& PO. Box 1588
JOHNSON Charleston, WV 25326-1588

PLLC

ATTORNEYS AT LAW (304) 353-8000  (304) 353-8180 Fax

Clarksbuty, Charleston Morgantown Marsinsburg Wheeling Huntington www.steptoe-johnson.com

June 30, 2006

The City of Morgantown
Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

The City of Morgantown
Morgantown, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Department of Environmental Protection
Charleston, West Virginia

Ladies and Gentlemen:

We are special counsel to the Morgantown Utility Board (the "Board "). As such counsel,
we have examined a loan agreement, dated June 30, 2006, including al] schedules and exhibits attached
thereto, by and between the Issuer and the Authority, on behalf of the West Virginia Department of
Environmental Protection (the "DEP") (the "Loan Agreement"), a Bond Ordinance duly enacted by the
Issuer on April 4, 2006, as supplemented by a Supplemental Resolution, duly adopted by the Issuer on
June 6, 2006 (collectively, the "Bond Legislation"), and other documents relating to the above-captioned
Bonds of the Issuer (the "Bonds"). All capitalized terms used herein and not otherwise defined herein shall
have the same meaning set forth in the Bond Legislation and the Loan Agreement when used herein,

We are of the opinion that:

1. The members of the Morgantown Utility Board have been duly and properly elected
or appointed, as applicable, have taken the requisite oaths, and are authorized to act on behalf of the Issuer
in their respective capacities.

2. The execution and delivery of the Bonds and the Loan Agreement and the
consummation of the transactions contemplated by the Bonds, the Loan Agreement and the Bond
Legislation and the carrying out of the terms thereof, do not and will not, in any material respect, conflict
with or constitute, on the part of the Issuer, a breach of or default under any ordinance, order, resolution,

11
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The City of Morgantown, et al.
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agreement or other instrument to which the Issuer is a party or by which the Issuer or its properties are
bound or any existing law, regulation, court order or consent decree to which the Issuer is subject.

3. The Issuer has received all permits, licenses, approvals, consents, exemptions, orders,
certificates and authorizations necessary for the issuance of the Bonds, the acquisition and construction of
the Project, the operation of the System and the imposition of rates and charges for use of the System,
including, without limitation, the receipt of all requisite orders and approvals from the West Virginia
Infrastructure and Jobs Development Council and the Public Service Commission of West Virginia, and
has taken any other action required for the imposition of such rates and charges, including, without
limitation, the enactment of an ordinance prescribing such rates and charges. The Issuer has received the
Final Order of the Public Service Commission of West Virginia entered on November 13, 2005, in Case
No. 05-1031-S-CN, granting to the Issuer a certificate of public convenience and necessity for the Project
and approving the financing for the Project. The time for appeal of the Final Order has expired prior to
the date hereof.

4. To the best of our 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 Loan
Agreement, the Bond Legislation, the acquisition and construction of the Project, the operation of the
System, the validity of the Bonds or the collection or pledge of the Gross Revenues therefor.

5. Prior to the execution of construction contracts by the Issuer, we, or General Counsel
for Morgantown Utility Board, will verify that all successful bidders have made the required provisions
for all insurance and payment and performance bonds and we will verify such insurance policies and bonds
for accuracy. Prior to the execution of construction contracts by the Issuer, we, or General Counsel for
Morgantown Utility Board, will review the contracts, the surety bonds and the policies or other evidence
of insurance coverage in connection with the Project, and verify that such surety bonds and policies (1)
are in compliance with the contracts; (2) are adequate in form, substance and amount to protect the various
interests of the Issuer; (3) have been executed by duly authorized representatives of the proper parties;
(4) meet the requirements of the Act, the Bond Legislation and the Loan Agreements; and (5) all such
documents constitute valid and legally binding obligations of the parties thereto in accordance with the
terms, conditions and provisions thereof.

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

Very truly yours,

Y PUC

STEPTOE & JOHNSON PLLC

00625/06
6274590/00021

CH817872.2






278 Greenbag Road » Post Office Box 852 « Morgantown, WV 26507-0852 304-292-8443 » Fax 304-292-1526

June 27, 2006

City of Morgantown
289 Spruce Street
Morgantown, WV 26505

West Virginia Department

of Environmental Protection
601 57th Street, SE
Charleston, WV 25304-2345

West Virginia Water Development Authority
State of West Virginia

180 Association Drive

Charleston, WV 25311-1571

Steptoe & Johnson PLLC
Chase Tower - Eighth Floor
P.O. Box 1588

Charleston, WV 25326-1588

Re: Final Title Opinion for City of Morgantown

Ladies and Gentlemen:

I am Counsel to the Morgantown Utility Board, a municipal corporation of the City of
Morgantown (the "Issuer"), in connection with a proposed project to construct improvements to the
wastewater treatment plant at Star City (the "Project"). 1provide this final title opinion on behalf
of the Issuer to satisfy the requirements of the West Virginia Department of Environmental
Protection (the "DEP") for the Project. Please be advised of the following:

1. I am of the opinion that the Issuer is a duly created and validly existing municipality
possessed with all the powers and authority granted to municipalities under the laws of the State of
West Virginia to construct, operate and maintain the Project as approved by the DEP.




City of Morgantown

West Virginia Department of Environmental Protection
West Virginia Water Development Authority

Steptoe & Johnson PLLC

June 27, 2006

Page 2

2. The Issuer has obtained all necessary permits and approvals for the construction of
the Project.

3. I have investigated and ascertained the location of, and am familiar with the legal

description of, the necessary sites, inciuding easements, licenses and/or i ghts of way, required for
the Project as set forth in the plans for the Project prepared by Strand and Associates, the consulting
engineers for the Project.

4. I have examined the records on file in the Office of the Clerk of the County
Commission of Monongalia County, West Virginia, the county in which the Project is to be located,
and, in my opinion, the [ssuer has acquired legal title or such other estate or interest in ail of the
necessary site components for the Project, including all easements, licenses and/or rights of way,
sufficient to assure undisturbed use and possession for the purpose of construction, operation and
maintenance for the estimated life of the Project.

5. All deeds, easements and ri ghts of way which have been acquired to date by the [ssuer
have been duly recorded in the Office of the Clerk of the County Commission of Monongalia
County to protect the legal title to and interest of the Issuer.

Truly yours,

MORGANTOWN UTILITY BOARD

2Vl

Timothy P. Stranko
General Counsel

TPS/bar



THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

GENERAL CERTIFICATE OF ISSUER AND ATTORNEY ON:

TERMS

NO LITIGATION

GOVERNMENTAL APPROVALS AND BIDDING

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS

CERTIFICATION OF COPIES OF DOCUMENTS

INCUMBENCY AND OFFICIAL NAME

LAND AND RIGHTS-OF-WAY

MEETINGS, ETC.

CONTRACTORS' INSURANCE, ETC,

10.  LOAN AGREEMENT

11, RATES

12. SIGNATURES AND DELIVERY

13.  BOND PROCEEDS

14, PUBLICATION AND PUBLIC HEARING ON BOND
ORDINANCE

15, PUBLIC SERVICE COMMISSION ORDER

16.  PRIVATE USE OF FACILITIES

17. NO FEDERAL GUARANTY

18. IRS INFORMATION RETURN

19.  SPECIMEN BONDS

20,  CONTRIBUTION

21, CLEAN WATER ACT

22.  CONFLICT OF INTEREST

23.  EXECUTION OF COUNTERPARTS

e L NS

We, the undersigned MAYOR, CITY MANAGER and CITY CLERK of The
City of Morgantown in Monongalia County, West Virginia (the "Issuer"), and the
undersigned CITY SOLICITOR to the Issuer, hereby certify in connection with the Issuer’s
Combined Waterworks and Sewerage Revenue Bonds, Series 2006 A (West Virginia SRF
Program), dated the date hereof (the "Bonds" or the "Series 2006 A Bonds"), as follows:
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1. TERMS: Allcapitalized words and terms used inthis Gerneral Certificate
and not otherwise defined herein shall have the same meaning as set forth in the Bond
Ordinance of the Issuer duly enacted April 4, 2006 and the Supplemental Resolution, duly
adopted lune 6, 2006 (collectively, the “Bond Legislation").

2. NO LITIGATION: No controversy or litigation of any nature is now
pending or threatened, restraining, enjoining or affecting in any manner the issuance, sale
or delivery of the Bonds, the acquisition and construction of the Project, the operation of the
System, the receipt of the Gross Revenues, or in any way contesting or affecting the validity
of the Bonds, or any proceedings of the Issuer taken with respect to the issuance or sale of
the Bonds, the pledge or application of the Gross Revenues or any other moneys or security
provided for the payment of the Bonds or the existence or the powers of the Issuer insofar
as they relate to the authorization, sale and issuance of the Bonds, the acquisition and
construction of the Project, the operation of the System, the pledge or application of Imoneys
and security or the collection of the Gross Revenues.

3. GOVERNMENTAL APPROVALS AND BIDDING: All applicabie
approvals, permils, exemptions, consents, authorizations, registrations and certificates
required by law for the acquisition and consiruction of the Project, the operation of the
System and the issuance of the Bonds have been obtained and remain in full force and effect,
and competitive bids for the acquisition and construction of the Project have been solicited
in accordance with Chapter 5, Article 22, Section 1 of the West Virginia Code of 1931, as
amended, which bids remain in full force and effect,

4. NOADVERSEFINANCIAL CHANGE; INDEBTEDNESS: There has
been no adverse change in the financial condition of the Issuer since the approval, execution
and delivery by the Issuer of the Loan Agreement, and the Issuer has met all conditions
prescribed in the Loan Agreemenrt. The Issuer has or can provide the financial, institutional,
legal and managerial capabilities necessary to complete the Project,

There are outstanding obligations of the Issuer which will rank on a parity with
the Series 2006 A Bonds as to liens, pledge, source of and security for payment, being the
Issuer’s Combined Waterworks and Sewerage System Revenue Bonds, Series 1992 (West
Virginia SRF Program), dated September 8, 1992, issued in the original aggregate principal
amount of $11,900,000 (the "Series 1992 Bonds"), Combined Waterworks and Sewerage
System Revenue Bonds, Series 1995 (West Virginia SRF Program), dated April 27, 1995,
issued in the original aggregate principal amount of $1,601,477 (the “Series 1995 Bonds™),
Combined Waterworks and Sewerage System Refunding Revenue Bonds, Series 1997, dated
July 1, 1997, issued in the original aggregate principal amount of $10,000,000 (the
"Series 1997 Bonds"), Combined Waterworks and Sewerage System Revenue Bonds, Series
2000 A (West Virginia SRF Program), dated February 29, 2000, issued in the original
aggregate principal amount of $7,842,000 (the "Series 2000 A Bonds™), Combined
Waterworks and Sewerage System Revenue Bonds, Series 2000 B (West Virginia
Infrastructure Fund), dased February 29, 2000, issued in the original aggregate principal
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amount of $2,488,000 (the "Series 2000 B Bonds") and Combined Waterworks and Sewerage
Revenue Bonds, Series 2001 A (West Virginia Infrastructure Fund), dated February 8, 2001,
issued in the aggregate principal amount of $3,812,470 (collectively, the “Prior Bonds™), al!
in accordance with the terms of the Bonds and the Bond Legislation.

The Issuer has met the parity test requirements of the Prior Bonds, with respect
1o liens, pledge and source of and security for payment and in all other respects. The Issuer
has obtained (i) the certificate of an Independent Certified Public Accountant stating that the
parity tests of the Prior Bonds are met, and (ii) the written consent of the Holders of the
Series 1992 Bonds, the Series 1995 Bonds, the Series 2000 A Bonds, the Series 2000 B
Bonds and the Series 2001 A Bonds to the issuance of the Series 2006 A Bonds on a parity
with the Series 1992 Bond, the Series 1995 Bonds, the Series 2000 A Bonds, the Series 2000
B Bonds and the Series 2001 A Bonds. The written consent of the holders of the Series 1997
Bonds to the issuance of the Series 2006 A Bonds on a parity with the Series 1997 Bonds is
not required. 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. The Issuer is in
compliance with all the covenants of the Prior Bonds and the Prior Ordinances.

5. 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
docusments also lisied below:

Bond Ordinance
Supplemental Resolution

Loan Agreement

Public Service Commission Order

infrastructure Council Approval

City Charter, with amendments

Chty Council Rules of Order and Procedure
Oaths of Office of Officers and Councilmembers
Current Warer and Sewer Rate Ordinances

Minutes on Enactment of Rate Ordinances
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Affidavit of Publication of Rate Ordinances

Affidavit of Publication of Abstract of Bond Ordinance and Notice of Public
Hearing

Minutes on Adoption and Enactment of Bond Ordinance and Adoption of
Supplemental Resolution

1992 Bond Ordinance & Supplemental Resolution

1995 Bond Ordinance & Supplemental Resohution

1997 Bond Ordinance & Supplemental Resolution

2000 Bond Ordinance & Supplemental Resolution

2001 Bond Ordinance & Supplemental Resolution

Consent of Holder of Series 1992 Bonds, Series 1995 Bonds, Series 2000 A

Bonds, Series 2000 B Bonds and Series 2001 A Bonds 10 Tssuance of Parity

Bonds

Surety Bond

Commitment for Surety Bond

Surety Bond Guaranty Agreement

6. INCUMBENCY AND OFFICIAL NAME: The Proper corporate title
of the Issuer is "The City of Morgantown." The Issuer is a municipal corporation in
Monongalia County and is presently existing under the laws of, and 4 political subdivision
of, the State of West Virginia, The governing body of the Issuer is it Council, consisting
of 7 councilmembers, a)l duly elected or appointed, as applicable, qualified and acting, one

of whom is annually elected by the Council 1o serve as Mayor. The names and dates of
commencement and termination of cy rrent terms of office are ag follows:
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Date of Commencement Date of Termination

Name of Office of Office
Don Spencer July 1, 2005 June 30, 2007
Frank Scafella July 1, 2005 June 30, 2007
Teresa Miller Juty I, 2005 June 30, 2007
Ronald Justice July 1, 2005 June 30, 2007
William F. Byrne July 1, 2005 June 30, 2007
James Manilla July 1, 2005 June 30, 2007
Ron Bane July 1, 2005 June 30, 2007

The duly elected Mayor for 2006 is Ronald Justice. The duly appointed and
acting City Manager and City Clerk are Dan Boroff and Linda L. Little, respectively.

The Morgantown Utility Board (the “Board”} is composed of the following

members:
C. Barton Loar - Chairman and Member
J. T, Straface - Vice Chairman and Member
William Burion - Secretary and Member
Ron Bane - Treasurer and Member
Anna Marlene Robinson - Member

The duly appointed and acting City Solicitor of the Issuer is Stephen R. Fanok,
Esquire. The special counsel to the Board ts Steptoe & Johnson PLLC.

the operation and maintenance of the System have been acquired or can and will be acquired
by purchase, or, if necessary, by condemnation by the Issuer and are adequate for such
purposes and are not or wifl 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 Jjeopardizing the security of or payments on the Bonds.

8. MEETINGS, ETC.: All actions, ordinances, resolutions, orders and
agreements taken by and entered into by or on behalf of the Issuer in any way connected with
the issuance of the Bonds and the acquisition, construction and financing of the Project or the
operation of the System were authorized or adopted at regular or special 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 al] applicable statutes, including, particularly and
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without limitation, Chapter 6, Article 9A of the 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. Al notices
required to be posted and/or published were so posted and/or published,

9. CONTRACTORS' INSURANCE, ETC.: All contractors have heen
required to maintain Worker's Compensation, public liability and property damage insurance,
and builder's risk insurance where applicable, in accordance with the Bond Legislation. All
msurance for the System required by the Bond Legislation is in full force and effect.

10.  LOAN AGREEMENT: As of the date hereof, (i) the representations of
the Issuer contained in the Loan Agreement are true and correct in all material respects as
if made on the date hereof; (ii) the Loan Agreement does not contain any untrue statement
of a material fact or omit to state any materia} fact necessary to make the statements therein,
in light of the circumstances under which they were made, not misleading; (iii) to the best
knowledge of the undersigned, no event affecting the Issuer has occurred since the date of
the Loan Agreement which should be disclosed for the purpose for which it is to be used or
which it is necessary to disclose therein in order to make the statements and information in
the Loan Agreement not misleading; and (iv) the Issuer is in compliance with the Loan
Agreement.

I1.  RATES: The Issuer has duly enacted a water rate ordinance on
December 20, 2005, and a sewer rate ordinance on December 20, 2005, setting rates and
charges for the services of the System. The time for appeal of such ordinances has expired
prior to the date hereof without any appeal. The rates established in the water rate ordinance
and the sewer ordinance are currently in effect.

12, SIGNATURES ANDDELIVERY: On the date hereof, the undersigned
Mayor and City Manager did officially sign all of the Bonds of the aforesaid issue, consisting
upon original issuance of a single Bond, dated the date hereof, by their manual signature, and
the undersigned City Clerk did officially cause the officia! seal of the Issuer to be affixed
upon said Bonds and to be attested by his or her manual signature, and the Registrar did
officially authenticate and deliver the Bonds to a representative of the Authority as the
original purchaser of the Bonds under the Loan Agreement. Said official seal of the Issuer
is also impressed above the signatures appearing on this certificate.

13. BOND PROCEEDS: On the date hereof, the Issuer received $320,510
from the Authority and the Council, being a portion of the principal amount of the
Series 2006 A Bonds. The balance of the principai amount of the Bonds will be advanced
to the Issuer as acquisition and construction of the Project progresses.

14, PUBLICATION AND PUBLIC HEARING ON BOND ORDINANCE:
Upon adoption of the Bond Ordinance, an abstract thereof, determined by the Governing
Body to contain sufficient information as to give notice of the contents thereof, was published
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once each week for 2 successive weeks, with not less than 6 full days between each
publication, the first such publication occurring not less than 10 days before the date stated
below for the public hearing, in the Reminion Post, a qualified newspaper of general
circulation in The City of Morgantown, together with a notice to all persons concerned,
stating that the Bond Ordinance had been adopted and that the Issuer contemplated the
issuance of the Bonds described in such Bond Ordinance, stating that any person interested
may appear before the Governing Body at the public hearing held at a public meeting of
Governing Body on the 4th day of April, 2006, at 7:30 p.m., at the Morgantown City Hall
and present protests, and stating that a certified copy of the Bond Ordinance was on file at
the office of the City Clerk of the Issuer for review by interested parties during the office
hours of the Issuer. At such hearing all objections and suggestions were heard by the
Governing Body and the Bond Ordinance becaime finally adopted, enacted and effective as
of the date of such public hearing, and remains in full force and effect.

15. PUBLIC SERVICE COMMISSION ORDER: The Issuer has received
the Final Order of the Public Service Commission of West Virginia entered on
November 13, 2003, in Case No. 05-1031-5-CN, granting to the Issuer a certificate of
public convenience and necessity for the Project and approving the financing for the Project.
The time for appeal of the Final Order has expired prior to the date hereof. Such Order
remains in full force and effect.

16.  PRIVATE USE OF FACILITIES: The Issuer shall at all times take, and
refrain from taking, and shall not fail to take, any and all actions necessary in order to assure
the initial and continued tax-exempt status of the Bonds and the interest thereon. Less than
10% of the proceeds of the Bonds will be used, directly or indirectly, for any private
business use, and less than 10% of the payment of principal of, or the interest on, such issue,
under the terms of such issue or any underlying arrangement, is, directly or indirectly,
secured by any interest in property used or to be used for a private business use, payments
in respect of such property, or to be derived from payments (whether or not to the Issuer)
in respect of property, or borrowed money, used or to be used for a private business use.
Nomne of the proceeds of the Bonds will be used, directly or indirectly, for any private
business use which is not related to the governmental use of the proceeds of the Bonds,
including the disproportionate related business use of the proceeds of the Bonds, and none
of the payment of principal on, or the interest on, such issue, under the terms of any
underlying arrangement, is, directly or indirectly, secured by any interest in property used,
or 1o be used for a private business use, payments in respect of such property or to be
derived from payments (whether or not to the Issuer) in respect of property, or borrowed
money, used or to be used for a private business use with respect to such private business
use, which is mot related to any government use of such proceeds, including the
disproportionate business use of the issue of the Bonds. None of the proceeds of the issue
of the Bonds will be used, directly or indirectly, to make or finance ioans to persons other
than governmental units, For purposes of this paragraph, private business use means use,
directly or indirectly, in a trade or business carried on by any person, including related
persons, other than a governmental unit or other than use as a member of the general public.
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All of the foregoing shall be determined in accordance with and within the meaning of the
Internal Revenue Code of 1986, as amended, including any successor provisions and rules
and regulations thereunder (the "Code").

17. NO FEDERAL GUARANTY: The Bonds are not and will not be, in
whole or part, directly or indirectly, federally guaranteed within the meaning of
Section 149(b) of the Code.

18. IRS INFORMATION RETURN: On the date hereof, the undersigned
Mayor did officially execute a properly completed IRS Form 8038-G in connection with the
Bonds and will cause such execuied IRS Form 8038-G to be filed in a timely manner
pursuant to Section 149¢e) of the Code with the Internal Revenue Service Center, Ogden,
Utah. The information contained in such executed Form 8038-G is true, correct and
complete.

19.  SPECIMEN BOND: Delivered concurrently herewith are true and
accurate specimen of the Bond.,

20.  CONTRIBUTION: On the date hereof, the Issuer’s contribution in the
amount of $129,254 is fully commited.

21, CLEANWATER ACT: The Project as described in the Bond Legislation
complies with Section 208 and 303(e) of the Clean Water Act.

22, CONFLICT OF INTEREST: No member, officer or employee of the
Issuer or the Board 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 1o the Issuer or 1o any contractor supplying the Issuer,
relating to the Bonds, the Bond Legislation and/or the Project, including, without limitation,
with respect to the Depository Bank. 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,

23.  EXECUTION OF COUNTERPARTS: This document may be executed
in one or more counterparts, each of which shall be deemed an original and all of which shall
constitute but one and the same document.
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WITNESS our signatures and the official seal of THE CITY OF
MORGANTOWN on this 30th day of June, 2006.

[CORPORATE SEAL]

SIGNATURE OFFICIAL TITLE

7 [Z/ﬂ/é(( %/‘f’?’(ﬂ / Mayor
ﬁ\ // W City Manager
“ ey a

,% e ol g X ,%1{;:;3 City Clerk

Q%EI;/Z—_ Vrd :; E:"--‘%, City Solicitor

06.12.06
627490.00021
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WITNESS our signatures and the official seal of THE CITY OF
MORGANTOWN on this 30th day of June, 2006.

[CORPORATE SEAL]

IGNATURE OFFICIAL TITLE

z)(?/{ é{'ﬁ// M ? Mayor

@_\ W City Manager

73/: ,MEA . %j %ﬂué{f City Clerk

% Y %‘Y\%, City Solicitor

06.12.06
627490.00021
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THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

CERTIFICATE AS TO ARBITRAGE

The undersigned Mayor of The City of Morgantown in Monongalia County,
West Virginia (the "Issuer"), being the official of the Issuer duly charged with the
responsibility for the issuance of the $6,410,191 Combined Waterworks and Sewerage
System Revenue Bonds, Series 2006 A (West Virginia SRF Program), of the Issuer, dated
the date hereof (the "Bonds™), hereby certifies as follows:

}. This certificate is being executed and delivered pursuant to Section 148
of the Internal Revenue Code of 1986, as amended, and the temporary and permanent
regulations promulgated thereunder or under any predecessor thereto (the "Code"). 1am the
officer of the Issuer duly charged with the responsibility of issuing the Bonds. 1am familiar
with the facts, circumstances, and estimates herein certified and duly authorized to execute
and deliver this certificate on behalf of the Issuer. Capitalized terms used herein and not
otherwise defined herein shall have the same meaning as set forth in the ordinance
authorizing the Bonds duly enacted by the Issuer on April 4, 2006, as supplemented (the
"Bond Ordinance" or "Ordinance"}, authorizing the Bonds.

2. This certificate may be relied upon as the certificate of the Issuer.

3. The Issuer has not been notified by the Internal Revenue Service of any
listing or proposed listing of it as an issuer that may not certify its bonds or the certification
of which may not be relied upon by holders of obligations of the Issuer or that there is any
disqualification of the Issuer by the Internal Revenue Service because a certification made
by the Issuer contains a material misrepresentation.

4. This certificate is based upon facts, circumstances, estimates and
expectations of the Issuer in existence on June 27, 2006, the date on which the Bonds are to
be physically delivered in exchange for an initial advance of $320,510, being more than a
de minimus portion of the principal amount of the Bonds, and, to the best of my knowledge
and belief, the expectations of the Issuer set forth herein are reasonable.

5. The Bonds were sold on June 27, 2006, 10 the West Virginia Water
Development Authority (the "Authority "), pursuant to a loan agreement dated June 27, 2006,
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by and between the Issuer and the Authority, on behalf of the West Virginia Department of
Environmental Protection (the "DEP"), for an aggregate purchase price of $6,410,191 (100%
of par), at which time, the Issuer received $320,510, being the first advance of the principal
amount of the Bonds from the Authority. No accrued interest has been or will be paid on the
Bonds. The balance of the principal amount of the Series 2006 A Bonds will be advanced to
the Issuer as acquisition and construction of the Project progresses.

6. In the Bond Ordinance pursuant to which the Bonds are issued, the Issuer
has covenanted that (i) it shall not take, or permit or suffer to be taken, any action with
respect to the gross or other proceeds of the Bonds which would cause the Bonds to be
"arbitrage bonds" within the meaning of Section 148 of the Code, and (ii) it will take ali
actions that may be required of it (including, without implied limitation, the timely filing of
a federal information return with respect to the Bonds) so that the interest on the Bonds will
be and remain excluded from gross income for federal income tax purposes, and will not take
any actions which would adversely affect such exclusion. The Issuer has, therefore,
covenanted to not intentionally use any portion of the proceeds of the Bonds to acquire higher
yielding investments or to replace funds which were used directly or indirectly to acquire
higher yielding investments, except as otherwise allowed under Section 148 of the Code. The
Issuer, in the Bond Ordinance, has further covenanted that it will take all actions that may
be required of it so that the interest on the Bonds will be and remain excluded from gross
income for federal income tax purposes, and will not take any actions which would adversely
affect such exclusion.

7. The Bonds are being delivered simultaneously with the delivery of this
certificate and are issued for the purposes of (i) paying a portion of the costs of acquisition
and construction of certain extensions, additions, betterments and improvements to the
waterworks portion of the existing public combined waterworks and sewerage system of the
Issuer; (ii) paying the cost of a surety bond to fund the Series 2006 A Bonds Reserve
Account; and (iii) paying certain costs of issuance and related costs.

8. The Issuer shall, on the date hereof or immediately hereafter, enter into
agreements which require the Issuer to expend in excess of 5% of the net sale proceeds of
the Bonds on the Project, constituting a substantial binding commitment, or has already done
s0. Acquisition and construction of the Project and allocation of the net sale proceeds of the
Bonds to expenditures of the Project shall commence immediately and shall proceed with due
diligence to completion and, with the exception of proceeds constituting capitalized interest,
if any, and proceeds deposited in the Series 2006 A Bonds Reserve Account, if any, all of
the proceeds from the sale of the Bonds, together with any investment earnings thereon, will
be expended for payment of costs of the Project on or before April 1, 2008, except as
otherwise required for rebate to the United States under Section 148(f) of the Code.
Acquisition and construction of the Project is expected 1o be completed by January 1, 2008.

9. The total cost of the Project (including all costs of issuance of the Bonds)
is estimated at $6,539,445. Sources and uses of funds for the Project are as follows:
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SOURCES

Gross Proceeds of the Bonds $6,410,191
Issuer’s Contribution $ 129,254
Total Sources $6.539 445
USES
Costs of Acquisition and

Construction of the Project $6,491,445
Cost of Reserve Account Surety Bond § 20,000
Costs of Issuance $  28.000
Total Uses $6,539 445

The total amount of the costs of the Project is estimated to be at least equal to the gross
proceeds of the Bonds. Except for the proceeds of the Bonds, no other funds of the Issuer
will be available to meet costs of the Project, which would constitute " replacement proceeds™
within the meaning of Treas. Reg. § 1.148-1(c), inasmuch as (i) the Issuer does not
reasonably expect that the term of the Bonds is longer than is reasonably necessary for the
governmental purposes of the Issuer, (ii) the weighted average maturity of the Bonds does
not exceed 120% of the average reasonably expected economic life of the Project, and
(iti} there are no amounts that have a sufficiently direct nexus to the Bonds or to the
governmental purpose of the Bonds to conclude that the amounts would have been used for
that governmental purpose if the proceeds of the Bonds were not used or to be used for that
governmental purpose.

10.  Pursuant to Article V of the Bond Ordinance, the following special funds
or accounts have been created (or continued if previously established by the Prior
Ordinances):

(1)  Revenue Fund;

(2) Depreciation Fund;

(3) Operation and Maintenance Fund:

(4)  Series 2006 A Bonds Construction Trust Fund;

(5)  Series 2006 A Bonds Sinking Fund; and

(6) Series 2006 A Bonds Reserve Account,
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11. Pursuant to Article VI of the Bond Ordinance, the proceeds of the Bonds
will be deposited as follows:

(1) Series 2006 A Bonds proceeds in the amount of $-0-
will be deposited in the Series 2006 A Bonds Sinking Fund as
capitalized interest and applied to payment of interest on the
Bonds during acquisition and construction of the Project and for
not more than six months thereafter,

(2) Series 2006 A Bonds proceeds in the amount
of $20,000, will be used to purchase the surety bond for the
Series 2006 A Bonds Reserve Account.

(3)  The balance of the proceeds of the Series 2006 A
Bonds will be deposited in the Series 2006 A Bonds Construction
Trust Fund as received from time to time and applied solely to
payment of costs of the Project, including costs of issuance of the
Series 2006 A Bonds and related costs.

Amounts in the Series 2006 A Bonds Construction Trust Fund, if invested, will
be invested without yield limitation for a period necessary to complete the Project, not to
exceed 3 years, except as otherwise set forth herein, Al of such moneys are necessary for
such purpose.

Except for “preliminary expenditures” as defined in Treasury Regulation
§ 1.150 - 2(f)(2), none of the proceeds of the Series 2006 A Bonds will be used to reimburse
the Issuer for costs of the Project previously incurred and paid by the Issuer with its own or
other funds.

12, Moneys held in the Series 2006 A Bonds Sinking Fund will be used
solely to pay principal of and interest on the Bonds and will not be available to meet costs of
acquisition and construction of the Project. All investment earnings on moneys in the
Series 2006 A Bonds Sinking Fund and Series 2006 A Bonds Reserve Account, if any, will
be withdrawn therefrom and deposited into the Series 2006 A Bonds Construction Trust Fund
during construction of the Project, and following completion of the Project, will be deposited,
not less than once each year, in the Revenue Fund, and such amounts will be applied as set
forth in the Bond Ordinance.

13, Except for the Series 2006 A Bonds Sinking Fund and the Series 2006 A
Bonds Reserve Account, there are no other funds or accounts established or held by the
Issuer which are reasonably expected to be used to pay debt service on the Bonds, or which
are pledged as collateral for the Bonds and for which there is a reasonable assurance that
amounts therein will be available to pay debt service on the Bonds if the Issuer encounters
financial difficulties. The Issuer does not expect that moneys in the Depreciation Fund will
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be used or needed for payments upon the Bonds. Except as provided herein, no funds which
have been or will be used to acquire directly or indirectly securities, obligations, annuity
contracts, investment-type property or any residential rental property for family units which
ts not located within the jurisdiction of the JIssuer and which is not acquired to implement a
court ordered or approved housing desegregation plan producing a yield in excess of the yield
on the Bonds have been or will be pledged to payment of the Bonds. Less than 10% of the
moneys received from the sale of the Bonds, if any, will be deposited in the
Series 2006 A Bonds Reserve Account or any other reserve or replacement fund. The
amounts deposited in the Series 2006 A Bonds Reserve Account from time to time by the
Issuer will not exceed the maximum annual principal of and interest on the Bonds and will
notexceed 125% of average annual principal of and interest on the Bonds. Amounts in the
Series 2006 A Bonds Reserve Account, not to exceed 10% of the proceeds of the Bonds, if
invested, will be invested without yield limitation. The establishment of the
Series 2006 A Bonds Reserve Account is required by the Authority, is vital to its purchase
of the Bonds, and is reasonably required to assure payments of debt service on the Bonds.

Because amounts in the Depreciation Fund may be expended for other purposes,
there is no reasonable assurance that any such amounts would be available to meet debt
service if the Issuer encounters financial difficulties; thus, such amounts may be invested
without yield limitation.

14, Not later than simultaneously with the delivery of the Bonds, the Issuer
shail enter into a contract for the construction of the Project, and the amount to be expended
pursuant to such contract exceeds 5% of the net sale proceeds of the Bonds.

15. Work with respect to the acquisition and construction of the Project will
proceed with due diligence to completion. The acquisition and construction of the Project
is expected to be completed within 18 months of the date hereof,

16.  Except for a reasonable temporary period until such proceeds are needed
for the purpose for which such Bonds were issued or as otherwise allowed, no portion of the
proceeds of the Bonds will be used, directly or indirectly, to acquire higher yielding
investments, or to replace funds which were used, directly or indirectly, to acquire higher
yielding investments, all within the meaning of Section 148 of the Code.

17, The Issuer will comply with the provisions of the Code, for which the
effective date precedes the date of delivery of its Bonds to the Authority.

18.  With the exception of the amount deposited in the Series 2006 A Bonds
Sinking Fund for payment of interest on the Bonds and the amount deposited in the
Sertes 2006 A Bonds Reserve Account, if any, all of the proceeds of the Bonds wilt be
expended on the Project within 22 months from the date of issuance thereof.

CH823257.2 5



19.  The Issuer does not expect to sell or otherwise dispose of the Project in
whole or in part prior to the last maturity date of the Bonds.

20. The Series 2006 A Bonds Sinking Fund (other than the
Series 2006 A Bonds Reserve Account therein) is intended primarily to achieve a proper
maiching of payments of debt service on the Bonds each year. The Series 2006 A Bonds
Sinking Fund (other than the Series 2006 A Bonds Reserve Account therein) will be depleted
at least once a year except for a reasonable carryover amount not in excess of the greater of
1/12th of annual debt service on the Bonds, or 1 year's interest earnings on the
Series 2006 A Bonds Sinking Fund (other than the Series 2006 A Bonds Reserve Account
therein). Except as otherwise allowed, any money deposited in the Series 2006 A Bonds
Sinking Fund for payment of the principal of or interest on the Bonds (other than the
Series 2006 A Bonds Reserve Account therein), will be spent within a 13-month period
beginning on the date of receipt and will be invested without yield limitation, and any MOneys
received from the investment of amounts held in the Series 2006 A Bonds Sinking Fund
{other than in the Series 2006 A Bonds Reserve Account therein) will be spent within a
l-year period beginning on the date of receipt.

21.  The amount designated as cost of issuance of the Bonds consists only of
costs which are directly related to and necessary for the issuance of the Bonds.

22, All property financed with the proceeds of the Bonds will be held for
federal income tax purposes by (or on behalf of} a qualified governmental unit.

23. No more than 10% of the proceeds of the Bonds will be used (directly
or indirectly) in any trade or business carried on by, and less than 5% of the proceeds of the
Bonds have been or will be used to make or finance loans to, any person who is not a
governmental unit.

24, The original proceeds of the Bonds will not exceed the amount necessary
tor the purposes of the issue.

25. The Issuer shall use the Bond proceeds solely for the costs of the Project,
and the Project will be operated solely for a public purpose as a local governmental activity
of the Issuer.

26.  The Issuer shall not permit at any time or times any of the proceeds of
the Bonds or any other funds of the Issuer to be used directly or indirectly in a manner which
would result in the exclusion of the Bonds from treatment afforded by Section 103(a) of the
Code by reason of classification of the Bonds as "private activity bonds" within the meaning
of the Code. The Issuer will take all actions and refrain from taking such actions as shall be
necessary to comply with the Code in order to ensure the interest on the Bonds is excludable
from gross income for federal income tax purposes.

CH823257.2 6



27.  The Bonds are not and will not be, in whole or in part, directly or
indirectly, federally guaranteed within the meaning of Section 149(b) of the Code.

28. [RESERVED]

29. The Issuer has retained the right to amend the Bond Ordinance
authorizing the issuance of the Series 2006 A Bonds if such amendment is necessary to assure
compliance with Section 148(f) of the Code or as may otherwise be necessary to assure the
exclusion of interest on the Series 2006 A Bonds from the gross income for {ederal income
tax purposes of interest on the Series 2006 A Bonds.

30,  The Issuer shall comply with the yield restriction on the proceeds of the
Bonds as set forth in the Code.

31. The Issuer has either (a) funded the Series 2006 A Bonds Reserve
Account with a surety bond or with cash at the maximum amount of principal and interest
which will mawre and become due on the Bonds in the then current or any succeeding year
with the proceeds of the Bonds, or {b) created the Series 2006 A Bonds Reserve Account
which will be funded with equal payments made on a monthly basis over a 10-year period
until such Series 2006 A Bonds Reserve Account holds an amount equal to the maximum
amount of principal and interest which will mature and become due on the Bonds in the then
current or any succeeding year. Moneys in the Series 2006 A Bonds Reserve Account and
the Series 2006 A Bonds Sinking Fund (established for the annual payment of principal and
interest) will be used solely to pay principal of and interest on the Bonds and will not be
available to pay costs of the Project.

32.  The Issuer shall submit to the Authority within 15 days following the end
of each bond year a certified copy of its rebate calculation or, if the Issuer qualifies for the
small governmental issuer exception to rebate, the Issuer shall submit a certificate stating that
it is exempt from the rebate provisions and that no event has occurred to its knowledge
during the bond year which would make the Bonds subject to rebate.

33.  There are no other obligations of the Issuer which (a} are to be issued at
substantially the same time as the Bonds, (b} are to be sold pursuant to a common plan of
financing together with any of the Bonds and (c) will be paid out of substantially the same
source of funds or will have substantially the same claim to be paid out of substantially the
same source of funds as any of the Bonds.

34.  The transactions contemplated herein do not represent an exploitation of
the difference between taxable and tax-exempt interest rates and the execution and delivery
of the Bonds is not occurring sooner than otherwise necessary, nor are the Bonds in principal
amounts greater than otherwise necessary or to be outstanding longer than otherwise
necessary.
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35.  The Issuer will rebate to the United States the amount, if any, required
by the Code and will take all steps necessary to make such rebates. In the event the Issuer
fails to make such rebates as required, the Issuer shall pay the required rebate amount and
any and all penalties and other amounts from lawfully available sources, and obtain a waiver
from the Internal Revenue Service, if necessary, in order to maintain the exclusion, of
interest on the Bonds from gross income for federal income tax purposes.

36.  The Issuer covenants and agrees to comply with the rebate requirements
of the Code if not exempied therefrom, and with all other requirements of the Code
necessary, proper or desirable to maintain the tax-exempt status of the Bonds.

37.  The issuer shall file Form 8038-G in a timely fashion with the Internal
Revenue Service Center.

38. On the basis of the foregoing, it is not expected that the proceeds of any
of the Bonds will be used in a manner that would cause any of the Bonds to be "arbitrage
bonds"” within the meaning of Section 148 of the Code.

39. To the best of my knowledge, information and belief, there are no other
facts, estimates and circumstances which would materially change the expectations herein
expressed.

40.  Steptoe & Johnson PLLC is entitled to rely upon the representations,
expectations, covenants, certifications and statements contained herein in rendering its

opinions regarding the tax-exempt status of interest on the Bonds.

41.  To the best of my knowledge, information and betief, the foregoing
expectations are reasonable.

[Remainder of Page Intentionally Left Blank]
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WITNESS my signature on this 30th day of June, 2006.

THE CITY OF MORGANTOWN

" _ﬁ
/ﬁ?%ﬁéf// Zﬁ/ﬁ,@/

Mayor

06.12.06
627490.00021
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THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

CERTIFICATE OF ENGINEER

I, Scott W. Stearns, Registered Professional Engineer, West Virginia License
No. 14131, of Strand Associates, Inc., Madison, Wisconsin, hereby certify as follows:

1. My firm 1s engineer for the acquisition and construction of exlensions,
additions, betterments and improvements to the sewerage portion of the existing public
combined waterworks and sewerage system (the "System") of The City of Morgantown (the
"Issuer"), to be constructed primarily in Monongalia County, West Virginia, which
acquisition and construction are being financed by the proceeds of the above-captioned
bonds (the "Bonds"} of the Issuer. Capitalized terms used herein and not defined herein
shall have the same meaning set forth in the Bond Ordinance enacted by the Issuer on April
4, 2006, as supplemented by the Supplemental Resolution adopted by the Issuer on June 6,
2006, and the Loan Agreement by and between the Issuer and the Authority, on behalf of
the West Virginia Department of Environmental Protection (the "DEP"), dated June 30,
2006 (the "Loan Agreement@).

2. The Bonds are being issued for the purposes of (i) paying a portion of
the costs of acquisition and construction of the Project; (ii) paying the costs of purchasing a
surety bond to fund the Reserve Account for the Bonds; and (iil) paying certain costs of
tssuance of the Bonds and related costs.

3. To the best of my knowledge, information and belief, (i} within the
limits and in accordance with the applicable and governing contractual requirements relating
to the Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by the DEP and the Authority
and any change orders approved by the Issuer, the Authority, the DEP and all necessary
governmental bodies; (ii} the Project, as designed, is adequate for its intended purpose and
has a useful hfe of at least 25 years, if properly constructed, operated and maintained,
excepting anticipated replacements due to normal wear and tear; (iii) the Issuer has received
bids for the acquisition and construction of the Project which are in an amount and
otherwise compatible with the plan of financing set forth in the Schedule A attached hereto
as Exhibit A and Timothy P. Stranko, counsel to the Morgantown Utility Board, has
ascertained that all successful bidders have made required provisions for all insurance and
payment and performance bonds and such insurance policies or binders and such bonds will
be ventied for accuracy; (iv) the successtul bidders received any and all addenda to the
original bid docunients; {v) the bid documents rclating o the Project reflect the Project as

15

CH.R23271



approved by the DEP and the bid forms provided to the bidders contain the critical
operational components of the Project; (vi) the successful bids include prices for every item
on such bid forms; (vii) the uniform bid procedures were followed; (viii) the Issuer has
obtained all permits required by the laws of the State of West Virginia and the United States
necessary for the acquisition and construction of the Project and operation of the System;
(ix) in reliance upon the certificate of Toothman Rice, PLLC, CPAs, of even date herewith,
as of the effective date thereof, the rates and charges for the System as enacted by the Issuer
will be suffictent to comply with the provisions of the Loan Agreement; (x) the net proceeds
of the Bonds, together with all other monies on deposit or to be simultaneously deposited
and irrevocably pledged thereto and the proceeds of grants, if any, irrevocably committed
therefor, are sufficient to pay the costs of acquisition and construction of the Project
approved by the DEP; and (xi) attached hereto as Exhibit A is the final amended "Schedule
A - Final Total Cost of Project, Sources of Funds and Cost of Financing” for the Project.

WITNESS my signature and seal on this 30th day of June, 2006.

STRAND ASSOCIATES, INC.
(SEAL)

ALY
\‘\\\_{ W. 8 TE«@:?’ 7, w (g W

S o,fé(g?'éﬁ'%f:p “, Scott W. Stearns, P.E.
$ @5 N = West Virginia License No. 14131

006.02.06
627490.00021
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Schedule A

Name of Governmental Agency: The City of Morgantown/Morgantown Utility Board
Estimated Total Cost of Project Sources of Funds and Cost of Financing

A. Cost of Project

1. Construction 5,653,400
2.Technical Services 638,445
3. Legal and Fiscal $20,000
4. Administrative 54,125
5. Site and Other Lands 0
6. Step | and/or Step 1l or Other 0

Loan Repayment (Specify Type)

7. Interim Financing Costs 0
8. Contingency 125,475
9, Total of Lines 1-8 $6,491,445
B. Source of Funds

10. Federal Grants 0
11, State Grants 0
12. Other Grants 0
13. Other Sources Local Countribution 129,254
14. Totai of Lines 10-13 129,254 $120,254
15. Proceeds Required from

Bond Issue $6,362,191

{Line 9 less line 14)

C. Cost of Financing

16, Capitalized Interest 0

(Construction pericd plus

six months)

17. Funded Ressarve Account 20,000
18. Bond Counsel 28000
19. Other Costs 0
20. Total of Lines 16-19 48000
21. Size of Bond Ilssue 6,410,191

(Ling 9 plus Line 20 minus Line 14)

an Boroff, City Manager

VAW
L /ﬂ/w—-——,—mxnes Green, General Manager
ggﬁl M » Scotd Steavws Engineer Dated: June 26, 2006
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CERTIFIED PUBLIC ACCOUNTANTS

June 30, 2006

The City of Morgantown
Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

West Virginia Water Development The City of Morgantown
Authority Morgantown, West Virginia
Charleston, West Virginia

West Virginia Department of Environmental Protection
Charleston, West Virginia

Ladies and Gentiemen;

We have examined the accompanying computations of debt service coverage of the
Morgantown Utility Board Water and Sewerage System (the "System”). Our examination was
made In accordance with standards established by the American Institute of Certified Public
Accountants and, accordingly, included such procedures as we considered necessary in the
circumstances.

Based upon the rates and charges set forth in the water and sewer rate ordinance of The City of
Morgantown (the “Issuer'} enacted December 20, 2005, and projected operation and
maintenance expenses and anticipated customer usage as furnished to us by the Morganiown
Utility Board, it is our opinion that such rates and charges will be sufficient to provide revenues
which, together with other revenues of the System, will pay all repair, operation and
maintenance expenses of the System and leave a balance each year equal to at least 125% of
the maximum amount required in any year for debt service on the Combined Waterworks and
Sewerage System Revenue Bonds, Series 2006 A (West Virginia SRF Program) (the "Bonds™),
to be issued in the original aggregate principal amount of $6,410,191 to the West Virginia Water
Development Authority on the date hereof and all other obligations secured by or payable from
"the revenues of the System, on a parity with the Bonds, including the Issuer's Combined
Waterworks and Sewerage System Revenue Bonds, Series 2001 A (West Virginia Infrastructure
Fund), Combined Waterworks and Sewerage Revenue Bonds, Series 2000 A (West Virginia
SRF Program), Combined Waterworks and Sewerage System Revenue Bonds Series 2000 B
(West Virginia infrastructure Fund), Combined Waterworks and Sewerage System Refunding
Revenue Bonds, Series 1997, Combined Waterworks and Sewerage System Revenue Bonds,
Series 1995 (West Virginia SRF Program), and Combined Waterworks and Sewerage System
Revenue Bonds, Series 1992 (West Virginia SRF Program} (collectively, the "Prior Bonds™).

1000 Technology Drive  Suite 2210  Fairmont, WA 26554 (304} 363-2220 (304} 363-22a0 fax  toothmanrice.com



West Virginia Development Authority, et al.
Page 2

It is our further opinion that the Net Revenues actually derived from the System during the fiscal
year preceding the date of actual issuance of the Bonds, that is, the fiscal year ended June 30,
20095, plus the estimated average increased annual net revenues to be received in each of the
three succeeding years after the completion of the improvements to be financed by the Bonds,
will not be less than 125% of the largest aggregate amount that will mature and become due in
any succeeding fiscal year for principal of and interest on the Bonds and the Prior Bonds, as
stated on the altachment.

Very truly yours,

Foothman Rece, PRRC

TOOTHMAN RICE, P L.L.C.



Fiscal Years Ended June 30, 2006 through June 30, 2010

Projected Revenues

Water Sales
Morgantown Sewer Sales
Cheat Sewer Sales
Stormwater Service Fee
Fire Protection
Sewaer Satellites
Other Incoma:
interest Income
Penalties
Rental Income
Billing Services
Account & Reconnect
Other-Dumping Fees
Jobbing & Contract Revenue
Other

Total Revenues
Projected Expenses

Operations & Maintenance
Payroll Taxes

Total Operating Expenses
Projected Annual Debt Service
1992 lssue
1985 Issue
1997 Issue
2000 A Issue
2000 B Issue

2001 A lssue
2006 A Issue

Total Debt Service Expenses
Debt Service Coverage Calculation

Debt Service Coverage Requirement

Morgantown Ulility Board
Projected Revenues

2006

4,748,749
4,951,852
982,058
1,010,871
200,392
468,961

311,338
99,849
92,815

119,767
17,770
48,775
54,636

5,000

13,112,733

8,445,045
379,595

8,824,640

796,025
111,779
1,322,580
343,191
65,478
339,396

2,978,447
1.44

1.26

2007

4,938,942
4,988,042
1,020,850
1,010,871
200,392
627,939

270,000
80,000
84,000

119,767
17,770
48,860
54,536

6,000

13,466,969

8,951,748
394,779

9,346,527

786,025
111,779
1,322,680
343,191
65,476
339,396

2,978,447

1.38

1.25

2008

4,963,637
5,062,863
1,061,684
1,010,871
200,392
627,939

225,000
80,000
84,000

119,767
17,770
48,860
54,536

5,000

13,562,319

9,488,853
406,622

9,895,475

796,025
111,779
330,645
343,191

65,476
339,396
319,957

2,306,469

1.59

1.25

2009

4,988,455
5,138,806
1,104,151
1,010,871
200,362
627,939

225,000
80,000
84,000

119,767
17,770
48,860
54,636

5,000

13,705,547

10,058,184
418,821

10,477,005

786,025
111,778

343,191

65,476
339,396
428,609

2,082,478

1.55

1.25

2010

5,013,397
5,215,888
1,148,317
1,010,871
200,392
627,939

225,000
80,000
84,000

119,767
17,770
48,860
54,636

5,000

13,851,737

10,661,675
431,386

11,093,061

786,025
111,779

343,191

66,476

339,396

426,609

2,082,476
1.32

1.25



WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
8 Capitol Street

Terminal Building, Suite 500 Date of Report: June 30, 2006
Charleston, WV 25301

(304) 558-3971

ISSUE: The City of Morgantown Combined Waterworks and Sewerage System Revenue Bonds, Series 2006 A (West
Virginia SRF Program)

ADDRESS: 389 Spruce Street, Morgantown, West Virginia 26505 COUNTY: Monongalia
PURPOSE OF ISSUE: New Money: X
Refunding: REFUNDS ISSUE({S) DATED: NA

ISSUE DATE: June 30, 2006 CLOSING DATE: June 30, 2006

ISSUE AMOQUNT: $6.410.191 RATE: 2% / 1% Administration Fee

1ST DEBT SERVICE DUE: September 1. 2008 1ST PRINCIPAL DUE: September 1, 2008

1ST DEBT SERVICE AMOUNT: $97.415.96 PAYING AGENT: WV_Municipal Bond Commission

BOND UNDERWRITERS

COUNSEL: Steptoe & Johnson COUNSEL: Jackson & Kelly
Contact Person: Vincent A. Collins, Esqg. Contact Person: __Samme L. Gee, Esq.
Phone: (304) 598-8161 Phone: (304) 340-1318

CLOSING BANK: Branch Banking and Trust Company ESCROW TRUSTEE:

Contact Person: _Ms. Kimberly Barnum Contact Person:
Phone: (304) 599-6200 Phone:

KNOWLEDGEABLE ISSUER CONTACT OTHER: WYV Department of Environmental Protection
Contact Person: James L. Green, P.E. Contact Person: Michael Johnson, P.E.
Position: _General Manager - Morgantown Utility Function: Program Manager

Board Phone: {304) 926-0495
Phone: _ {(304) 292-8443
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: Series 2006 A Bonds Reserve Account funded with surety bond from JAmbac Assurance Corporationi at
closing.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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The purpose of the NEW ISSUE REPORT FORM is to provide the WV
Municipal Bond Commission with an early warning of three basic facts no later than the
day of closing on any issue for which the Commission is to act as fiscal agent. These are:

Formal notification that a new issue is outstanding.

Date of first action or debt service.

3. Contact people should we lack documents, information, or funds needed
to administer the issue by the date of the first action or debt service,

™D b=

The commission recognizes that as bond transcripts become increasingly long and
complex, it has become more difficult to assemble and submit them to the Commission
within the 30 days specified by the West Virginia Code 13-3-8, This notice is not
intended to provide all the information needed to administer an issue, but to alert the
Commission and ensure that no debt service payments are missed due to delays in
assembling bond transcripts. If, at the time of closing, documents such as the ordinance
and all supplements, debt service schedules, and a specimen bond or photostat are
available and submitted with this form, it will greatly aid the Commission in the
performance of its duties. These documents are needed 1o set up the proper accounts and
to advise the issuer of monthly deposit requirements as far in advance of the first debt
service as possible.

It is not necessary to complete all items if they are not pertinent to your issue.
Indicate the County of the issuer. With PSDs that overlap more than one county, indicate
the county of their business office. Complete "Rate” only if the issue has only one rate.
Please complete a separate form for each series of an issue, Other important information
can be recorded under "Notes."

Again, please submit this form on each new issue on the day of closing. If fund
transfers into or out of the Commission at closing are required, please submit this form
before closing. If no significant facts change by closing, no resubmission at closing is
required. If, however, there are changes, please submit an updated form, with changes
noted, at closing.

If you should have any questions concerning this form, please call the
Commission.

CH823283.2



SURETY BOND

Ambac Assurance Corporation

Statutory Office: Administrative Office:
¢/o CT Corporation One State Street Plaza
44 East Mifflin Street New York, New York 10004
Madison, Wisconsin 53703 Telephone: (212) 668-0340

Policy No. SB2334BE

Ambac Assurance Corporation (“Ambac™), in consideration of the payment of the premium and
subject to the terms of this Surety Bond, hereby unconditionally and irrevocably guarantees the
full and complete payments which are to be applied to payment of principal of and interest on the
Obligations (as hereinafter defined) and which are required to be made by or on behalf of the
City of Morgantown, West Virginia (the “Obligor”) to the West Virginia Municipal Bond
Commission or any successor thereto as paying agent for the Obligations (the “Paying Agent™),
as such payments are due by the Obligor but shall not be so paid pursuant to the Bond Ordinance
of the Obligor, dated as of April 4, 2006 (the “Ordinance™), by and between the Obligor and the
Paying Agent, authorizing the issuance of $6,410,191 in aggregate principal amount of
Combined Waterworks and Sewerage System Revenue Bonds, Series 2006A (West Virginia
SRF Program) {the “Obligations™) of said Obligor and providing the terms and conditions for the
1ssuance of said Obligations; provided that the amount available at any particular time to be paid
to the Paying Agent under the terms hereof shall not exceed the Surety Borid Coverage, defined
herein as the lesser of $389,660 or the Reserve Requirement for the Obligations, as that term is
defined in the Ordinance (the “Reserve Requirement”). The Surety Bond Coverage shall be
reduced and may be reinstated from time to time as set forth herein.

1. As used herein, the term “Owner” shall mean the registered owner of any Obligation as
mdicated in the books maintained by the applicable Paying Agent, the Obligor or any designee of
the Obligor for such purpose. The term “Owner” shall not include the Obligor or any person or
entity whose obligation or obligations by agreement constitute the underlying security or source of
payment of the Obligations.

2. Upon the later of: (i) one (1) day after receipt by the General Counsel of Ambac of a
demand for payment in the form attached hereto as Attachment 1 (the “Demand for Payment™), duly
executed by the Paying Agent certifying that payment due as required by the Ordinance has not
been made to the Paying Agent; or (1) the payment date of the Obligations as specified in the
Demand for Payment presented by the Paying Agent to the General Counsel of Ambac, Ambac will
make a deposit of funds in an account with the Paying Agent or its successor, sufficient for the
payment to the Paying Agent, of amounts which are then due to the Paying Agent (as specified in
the Demand for Payment) up to but not in excess of the Surety Bond Coverage.

3. Demand for Payment hereunder may be made by prepaid telecopy, telex, or telegram of the
executed Demand for Payment c/o the General Counsel of Ambac. If a Demand for Payment made
hereunder does not, in any instance, conform to the terms and conditions of this Surety Bond,



Ambac shall give notice to the Paying Agent, as promptly as reasonably practicable that such
Demand for Payment was not effected in accordance with the terms and conditions of this Surety
Bond and briefly state the reason(s) therefor. Upon being notified that such Demand for Payment
was not effected in accordance with this Surety Bond, the Paying Agent may attempt to correct any
such nonconforming Demand for Payment if, and to the extent that, the Paying Agent is entitled and
able to do so.

4, The amount payable by Ambac under this Surety Bond pursuant to a Demand for Payment
shall be limited to the Surety Bond Coverage. The Surety Bond Coverage shall be reduced
automatically to the extent of each payment made by Ambac hereunder and will be reinstated to the
extent of each reimbursement of Ambac by the Obligor pursuant to Article I of the Guaranty
Agreement, dated as of July 27, 2006 (the “Guaranty Agreement™), by and between Ambac and the
Obligor; provided, that in no event shall such reinstatement exceed the Surety Bond Coverage.
Ambac will notify the Paying Agent, in writing within five (5) days of such reimbursement, that the
Surety Bond Coverage has been reinstated to the extent of such reimbursement pursuant to the
Guaranty Agreement and such reinstatement shall be effective as of the date Ambac gives such
notice. The notice to the Paying Agent will be substantially in the form attached hereto as
Attachment 2. The Surety Bond Coverage shall be automatically reduced to the extent that the
Reserve Requirement for the Obligations is lowered or reduced pursuant to the terms of the
Ordinance.

5. Any service of process on Ambac may be made to Ambac or the office of the General
Counsel of Ambac and such service of process shall be valid and binding as to Ambac. During the
term of its appointment, General Counsel will act as agent for the acceptance of service of process
and its offices are located at One State Street Plaza, New York, New York 10004, Telephone: (212)
668-0340.

6. This Surety Bond is noncancelable for any reason. The term of this Surety Bond shall expire
on the earlier of (i) January 1, 2027 or (ii) the date on which the Obligor, to the satisfaction of
Ambac, has made all payments required to be made on the Obligations pursuant to the Ordinance.
The premium on this Surety Bond is not refundable for any reason, including the payment prior to
maturity of the Obligations.

7. This Surety Bond shall be governed by and interpreted under the laws of the State of
Wisconsin, and any suit hereunder in connection with any payment may be brought only by the
Paying Agent within one year after (i) a Demand for Payment, with respect to such payment, is
made pursuant to the terms of this Surety Bond and Ambac has failed to make such payment or (ii)
payment would otherwise have been due hereunder but for the failure on the part of the Paying
Agent to deliver to Ambac a Demand for Payment pursuant to the terms of this Surety Bond,
whichever is earlier.

Form No.: 2B-0009-C (7/97} 2



IN WITNESS WHEREQF, Ambac has caused this Surety Bond to be executed and attested on its
behalf this 28™ day of July, 2006.

Ambac Assurance Corporation

% T
g o3
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Attachment 1
Surety Bond No. SB2334BE

DEMAND FOR PAYMENT
, 20
Ambac Assurance Corporation
One State Street Plaza
New York, New York 10004
Attention: General Counsel

Reference is made to the Surety Bond No. SB2334BE (the “Surety Bond”) issued by
Ambac Assurance Corporation (“Ambac”). The terms which are capitalized herein and not
otherwise defined have the meanings specified in the Surety Bond unless the context otherwise
requires.

The Paying Agent hereby certifies that:

(a) Payment by the Obligor to the Paying Agent was due on _ [a date not less than
one (1) day prior to the applicable payment date for the Obligations] under the Ordinance attached
hereto as Exhibit A, in an amount equal to $ (the “Amount Due”). The Amount Due is
payable to the Owners of the Obligations on

(b) 5 has been deposited in the [fund/account] from moneys paid by the
Obligor or from other funds legally available to the Paying Agent for payment to the Owners of the
Obligations, which amount is $ less than the Amount Due (the “Deficiency”).

(c) The Paying Agent has not heretofore made demand under the Surety Bond for the
Amount Due or any portion thereof.

The Paying Agent hereby requests that payment of the Deficiency (up to but not in excess of
the Surety Bond Coverage) be made by Ambac under the Surety Bond and directs that payment
under the Surety Bond be made to the following account by bank wire transfer of federal or other
immediately available funds in accordance with the terms of the Surety Bond:

[Paying Agent’s Account]

[Paying Agent]
By:
Its:

Form No.: 2B-0009-C (7/97) 4



Attachment 2
Surety Bond No. SB2334BE
NOTICE OF REINSTATEMENT

, 20
[Paying Agent ]

[Address]

Reference is made to the Surety Bond No. SB2334BE (the “Surety Bond”) issued by
Ambac Assurance Corporation (“Ambac™). The terms which are capitalized herein and not
otherwise defined have the meanings specified in the Surety Bond unless the context otherwise
requires.

Ambac hereby delivers notice that it is in receipt of payment from the Obligor pursuant to
Article 1T of the Guaranty Agreement and as of the date hereof the Surety Bond Coverage is
5 , subject to a reduction as the Reserve Requirement for the Obligations is
lowered or reduced pursuant to the terms of the Ordinance.

AMBAC ASSURANCE CORPORATION

Attest: By:
Title: Title:

Form No._; 2B-0009-C (7/97) 5



Ambac Assurance Corparation
One State Street Plaza

New York, NY 10004
21266840340

A mewber of Ainbac Firanciat Group, c.

COMMITMENT FOR SURETY BOND

Obligor:  THE CITY OF MORGANTOWN, WEST VIRGINIA

Commitment Number; SB30324 Commitment Date: June 23, 2006

Expiration Date:  September 21, 2006

Cbligations:  Combined Waterworks and Sewerage system Revenue Bonds, Series 2006A (West

Virginia SRF Program), maturing on January 1, 2027,

Surety Amount;  $359,660*

Insurance premivm: $20,000.00

Ambac Assurance Corporation (Ambac) A Wisconsin Stock Insurance Corporation hereby commits fo
issuc a Surety Bond (the “Commitment™} refating to the Debt Service Reserve Fund for the above-described
debt obligations (the “Obhgations™), substantially in the form attached hereto, subject to the terms and
conditions contained herein or added hereto (see conditions set forth herein).

To extend this Commitment afier the expiration date set [orth above, an oral (subsequently confirmed in
writing) or writen request for renewal must be submitied to Ambac at least one business day prior to such
expiration date. Ambac reserves the right to refuse to grant a renewal or may renew this Commitment subject
to additional terms and conditions.

"The Surety Bond (the “Surety”} shall he issued if the following conditions are satisfied:

1.

Ambag shall receive an opinion of counsel or a centificate of an oficer of the Obligor or ultimate obliger
stating that the information supplied to Ambac in order fo obtain the Surety and the documents to be
executed and delivered in connection with the issuance and sale of the Obligations do not contain any
untrue or misleading statement of a material fact and do not fail to state a material fact required to be
stated therein or necessary in order to make the information contained therein not misleading.

No event shzll occur which would permit any purchaser of the Obligations, otherwise required, not to be
required to purchase the Obligations on the date scheduled for the issuance and delivery thereof.

Tnere shall be no material change in or affecting the Obligations, the Obligor or ultimate obligor
{including, but not limited to, the security for the Obligations or the proposed debt service structure for
the Obligations), the Official Statement, if any (or any similar disclosure document), including any
financial statements therein contained, the financing documents or any legal opinions to be executed and
delivered in connection with the issuance and sale of the Obligations, or any other information
submitted to Ambac in order to obtain the Surety, from the descriptions or schedules thereof heretofore
provided to Ambac at any time prior to the issuance of the Obligations and there shall not have oecurred




or come to the attention of the Obligor or purchaser any matenial change of fact or law adverse to the
interests of Ambac, uniess approved by Ambac in writing,

Uniess expressly waived in whole or in part by Ambac, the financing documents shall contain a) the
terms and provisions provided in the Ambac STANDARD PACKAGE transmitted herewith, and b) any
provisions or comments given orally by Ambac.

Ambac will prepare, and the Obligor will execute, a Guaranty Agreement in the form (with such
revisions of Ambac and the Obligor agree to) contained in the Standard Package.

NO LATER THAN FIVE (5) BUSINESS DAYS PRIOR TO CLOSING, Ambac shall be provided
with:

a)  the final debt service schedule; and
b)  proposed copies of all financing documents; and
c}  the proposed official statement (or any similar disclosure decument); and

d)  the proposed various legal opinions delivered in connection with the issuance and sale of the
Obligations, including, without limitation, the unqualified approving opinion of bond counsel
rendered by a law firm acceptable to Ambac. The form of bond counsel’s approving opinion
must be acceptable to Ambac. The form of bond counsel’s approving opinion shall indicate that
the Obligor must comply with certain covenants under and pursuant to the Internal Revenue Code
of 1986, as amended ang that the Obligor has the legal power to comply with such covenants.
Ambac shall also be provided with executed copies of all financing documents, including but not
Imiied 1o the Official Statement (or any similar disclosure document) and the various legal
opinions rendercd. The executed opinion of bond counse) shall be addressed to Ambac or in lieu
thereof, a letter shall be provided to Ambac to the effect that Ambac may rely on such opinion as
i it were addressed to Ambac and such letter shall be delivered with an exccuted opinion; and

€)  any provisions of the Purchase Contract or Bond Purchase Agreement referencing Ambac or the
Obligor of the Surety in general. If such provisions are not received in a timely manuer or if
provisions are inserted in the Purchase Contract or Bond Purchase Agreement without Ambac’s
knowledge, compliance with such provisions may not be possible; and

[)  a letter from bond counsel or counsel to the purchaser or otherwise from another counsel
acceplable to Ambac to the effect that the financing documents, the Official Statement (or any
similar disclosure document) and the various legal opinions executed and delivered in connection
with the issuance and sale of the Obligations, are substantially in the forms previously submitted
to Ambac [or review, with only such amendinents, modifications or deletions as may be approved
by Ambuac; and

g)  a copy of any insurance policy, surety bond, guaranty or indemnification or any other policy,
conlract or agreement which provides for payment of all or any portion of the debt, the costs of
reconstruction, the loss of business income or in any way secures, ensures or enhances the income
stream anticipated to pay the Obligations.

Evidence of wire transfer of an amount equal to the payment for the Surety at the time of the issuance
and delivery of the Obligations.

An opinion addressed to Ambac by counse] acceptable to Ambac that the Guaranty Apreement is a
legal, valid and binding obligation of the Obligor thereof, enforceable in accordance with its terms.
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June 19, 2006

AMBAC ASSURANCE STANDARD PACKAGE
FOR TRANSACTIONS SUPPORTED BY AN
AMBAC ASSURANCE CORPORATION
SURETY BOND WITHOUT DEPOSIT AGREEMENT

TO:  Obligor, Obligor’s Counsel, Managing Underwriter, Bond Counse! and Underwriter’s Counsel

RE:  Preparation of Financing Documents for Issues the Debt Service Reserve Fund of which is to be supported
by an Ambac Assurance Corporation (“Ambac Assurance™) Surety Bond

The attached materials have been prepared to assist you in the preparation of documents for issues the Debt
Service Reserve Fund of which is to be supported by an Ambac Assurance Surety Bond. Please modify the
attached exhibits where appropriate. If desired, these provisions can be incorporated into one section entitled
“Debt Service Reserve Fund Ambac Assurance Surety Bond” within the applicable Indenture, Resolution,
Ordinance, Order or any other operative financing document {such applicable financing document will be referred
to herein as the “Financing Document”). Please be advised that the provisions contained in this package are in
addition to the conditions listed on the commitment for the Ambac Surety Bond and any other comments or
changes that may be required by the Ambac Assurance personne] working on this financing. This package and
the documents contained herein are not for use in Virginia financings. If you have any questions, please call
one of the following persons: Nicholas A. Concilio, Dwight Kwa, Stephen M. Ksenak or David N. Abramowitz
(Public Finance) and Jean Kim, Juan B. Roman, or Kevin J. Doyle (Specialized Finance).

s Definitions (Exhibit A).

+ Ambac Assurance consent required for changes to underlying documentation and exercise of
remedies upon default (Exhibit B).

¢ Notices/Information to be given to Ambac Assurance (Exhibit C).
¢ Description of Ambac Assurance payment procedure (Exhibit D),
e Ambac Assurance Official Statement Disclosure (Exhibit E).

e TForm of Ambac Assurance Opinion (Exhibit F).

e Form of Surety Certificate of Insurer {Exhibit G)

e Form of Surety Bond (Exhibit H).

¢ Form of Guaranty Agreement (Exhibit I).

¢ Ambac Assurance Corporation Winng Instructions (Exhibit I).



EXHIBIT A
DEFINITIONS

The following definitions are those which Ambac Assurance recommends for the Financing Document:
“Ambac Assurance” shall mean Ambac Assurance Corporation, a Wisconsin domiciled stock insurance company.
“Surety Bond” shall mean the surety bond issued by Ambac Assurance guaranteeing certain payments into the
Debt Service Reserve Fund with respect to the [Obligations] as provided therein and subject to the limitations set
forth therein.

EXHIBIT B

AMBAC ASSURANCE CONSENT LANGUAGE

Ambac Assurance requires that the Financing Document contain the following consent language:

A. Consent of Ambac Assurance.

Any provision of this [Financing Document] expressly recognizing or granting rights in or to Ambac Assurance
may not be amended in any manner which affects the rights of Ambac Assurance hereunder without the prior
written consent of Ambac Assurance. Ambac Assurance reserves the right to charge the Obligor* a fee for any
consent or amendment to the Financing Document while the Surety Bond is outstanding.

B. Consent of Ambac Assurance in lieu of Holder Consent.

Unless otherwise provided in this Section, Ambac Assurance’s consent shall be required in lieu of Holder
consent, when required, for the following purposes: (i) execution and delivery of any supplemental fFinancing
Document] or any amendment, supplement or change to or modification of the [Loan Agreement, Lease
Agreement, etc. | {11) removal of the Trustee or Paying Agent or selection and appointment of any successor trustee
or paying agent; and (iii) initiation or approval of any action not described in (i) or (ii) above which requires
Holder consent.

* or appropriate obligor on the {Obligations].




EXHIBIT C
NOTICES/INFORMATION TO BE GIVEN TO AMBAC ASSURANCE
Ambac Assurance requires that the following notice provisions be incorporated into the Financing Document;

Notices to be sent to the attention of the SURVEILLANCE DEPARTMENT:

A While the Surety Bond is in effect, the Obligor* or the Trustee, as appropriate, shall furnish to Ambac
Assurance, upon request, the following:

(a) a copy of any financial statement, audit and/or annual report of the Obligor*
(b) such additional information it may reasonably request.

Upon request, such information shall be delivered at the Obligor’s* expense to the attention of the Surveillance
Department, unless otherwise indicated.

B. A copy of any notice to be given to the registered owners of the [Obligations}, including, without
limitation, notice of any redemption of or defeasance of [Obligations], and any certificate rendered
pursuant to this [Financing Document] relating to the security of the [Obligations]. .

C. To the extent that the Obligor* has entered into a continuing disclosure agreement with respect to
the[ Obligations], Ambac Assurance shall be included as party to be notified.

Notices to be sent to the attention of the GENERAL COUNSEL OFFICE:

A. The Trustee or Obligor* [as appropriate] shall notify Ambac Assurance of any failure of the Obligor* to
provide relevant notices, certificates, cte.

B. Notwithstanding any other provision of this [Financing Document], the Trustee shall immediately notify
Ambac Assurance if at any time there are insufficient moneys to make any payments of pnncipal and
interest as required and immediately upen the occurrence of (i) any event of default hereunder or (ii) any
payment default under any related security agreement.

[For transactions on which Ambac Assurance is also providing a swap surety bond:

Notices to be sent to the attention of TREASURY QPERATIONS:

A, Notice of all interest rate determinations shall be promptly delivered to Ambac Assurance, attention:
Treasury Operatiens, Policy # ]

Other Information to be given to Ambac Assurance:

The Obligor will permit Ambac Assurance to discuss the affairs, finances and accounts of the Obligor or any
information Ambac Assurance may reasonably request regarding the security for the [Obligations] with
appropriate officers of the Obligor. The Trustee or Obligor, as appropriate, will permit Ambac Assurance to [have
access to the Project and] have access to and to make copies of all books and records relating to the Obligations at
any reasonable time.

*or appropriate obligor on the [Obligations].



Ambac Assurance shall have the right to direct an accounting at the Obligor’s expense, and the Obligor’s
fatlure to comply with such direction within thirty (30) days after receipt of written notice of the direction from
Ambac Assurance shall be deemed a default hereunder; provided, however, that if compliance cannot occur within
such period, then such period will be extended so long as compliance is begun within such period and diligently
pursued, but only if such extension would not materiatly adversely affect the interests of any registered owner of
the Obligations.

[FOR CALIFORNIA AND INDIANA (ABATEMENT STYLE) LEASES] The Trustee or Obligor {as
appropriate] shall annually certify to Ambac that the insurance policies required by Section ___ of the
[Lease/Indenture] are in full force and effect, and will provide Ambac with copies of such policies upon request,

EXHIBIT D

PAYMENT PROCEDURE PURSUANT TO THE SURETY BOND

The following language sets out standard procedure for payments under the Surety Bond. Modifications should be
made 10 take into account definitions used in the Financing Document (e.g. Debt Service Reserve Fund, Revenues,
Additional Funding Instrument). Specific or different payment procedure required by the Financing Document
must be discussed with Ambac Assurance.

A, As long as the Surety Bond shall be in full force and effect, the Obligor, Trustee and Paying Agent, if
appropriate, agree to comply with the following provisions:

{a) In the event and to the extent that moneys on deposit in the Fund/ Account, plus all amounts on
deposit in and credited to the [Debt Service Reserve Fund] in excess of the amount of the Surety
Bond, are insufficient to pay the amount of principal and interest coming due, then upen the later of:
(1) one (1) day after receipt by the General Counsel of Ambac of a demand for payment in the form
attached to the Surety Bond as Attachment 1 (the “Demand for Payment™), duly executed by the
Paying Agent certifying that payment due under the [Financing Document] has not been made to the
Paying Agent; or (ii) the payment date of the [Obligations] as specified in the Demand for Payment
presented by the Paying Agent to the General Counsel of Ambac, Ambac will make a deposit of funds
in an account with the Paying Agent or its successor, in New York, New York, sufficient for the
payment to the Paying Agent, of amounts which are then due to the Paying Agent under the
[Financing Document] (as specified in the Demand for Payment) up to but not in excess of the Surety
Bond Coverage, as defined in the Surety Bond; provided, however, that in the event that the amount
on deposit in, or credited to, the {Debt Service Reserve Fund}, in addition to the amount available
under the Surety Bond, includes amounts available under a letter of credit, insurance policy, Surety
Bond or other such funding instrument (the “Additional Funding Instrument”), draws on the Surety
Bond and the Additional Funding Instrument shall be made on a pro rata basis to fund the
insufficiency.

(b) the Trustee, or Paying Agent, if appropriate, shall, after submitting to Ambac Assurance the Demand
for Payment as provided in (a) above, make available to Ambac Assurance all records relating to the
Funds and Accounts maintained under this {Financing Document].

(¢) the Trustee, or Paying Agent, if appropriate, shall, upon receipt of moneys received from the draw on
the Surety Bond, as specified in the Demand for Payment, credit the Debt Service Reserve Fund to the
extent of moneys received pursuant to such Demand.



(d} the [Debt Service Reserve Fund] shall be replenished in the following priority: (i) [principal and
interest on the Surety Bond shall be paid from first available Revenues] [principal and interest on the
Surety Bond and on the Additional Funding Instrument shall be paid from first available Revenues on
a pro rata basis]; (i) after all such amounts are paid in full, amounts necessary to fund the [Debt
Service Reserve Fund] to the required level, after taking into account the amounts available under the
Surety Bond [and the Additional Funding Instrument] shalt be deposited from next available
Revenues.

EXHIBIT E

OFFICIAL STATEMENT DISCLOSURE FOR
AMBAC ASSURANCE CORPORATION SURETY BOND

Security For The [Obligations)
Debt Service Reserve Fund Ambac Assurance Surety Bond

The [Financing Document] requires the establishment of a Debt Service Reserve Fund in an amount equal to § >,
The [Financing Document] authorizes the Obligor to obtain a Surety Bond in place of fully funding the Debt
Service Reserve Fund. Accordingly, application has been made to Ambac Assurance Corporation (“Ambac
Assurance”) for the issuance of a Surety Bond for the purpose of funding [a portion of] the Debt Service Reserve
Fund (see the “[Financing Document]* herein). The [Obligations] will only be delivered upon the issuance of such
Surety Bond. The premium on the Surety Bond is to be fully paid at or prior to the issuance and delivery of the
[Obligations]. The Surety Bond provides that upon the later of (i) one (1) day after receipt by Ambac Assurance of
a demand for payment executed by the [Trustee/Paying Agent/Bond Registrar] certifying that provision for the
payment of principal of or interest on the [Obligations] when due has not been made or (it} the interest payment
date specified in the Demand for Payment submitted to Ambac Assurance, Ambac Assurance will promptly
deposit funds with the Paying Agent sufficient to enable the Paying Agent to make such payments due on the
[Obligations), but in no event exceeding the Surety Bond Coverage, as defined in the Surety Bond.

Pursuant to the terms of the Surety Bond, the Surety Bond Coverage is automatically reduced to the extent of each
payment made by Ambac Assurance under the terms of the Surety Bond and the Obli gor is required to reimburse
Ambac Assurance for any draws under the Surety Bond with interest at a market rate. Upeon such reimbursement,
the Surety Bond is reinstated to the extent of each principal reimbursement up to but not exceeding the Surety
Bond Coverage. The reimbursement obligation of the Obligor is subordinate to the Obligor’s obligations with
respect to the [Obligations].

In the event the amount on deposit, or credited to the Debt Service Reserve Fund, exceeds the amount of the
Surety Bond, any draw on the Surety Bond shall be made only after all the funds in the Debt Service Reserve Fund
have been expended. In the event that the amount on deposit in, or credited to, the [Debt Service Reserve F und], in
addition to the amount available under the Surety Bond, includes amounts available under a letter of credit,
insurance policy, Surety Bond or other such funding instrument (the “Additional F unding Instrument”), draws on
the Surety Bond and the Additional Funding Instrument shall be made on a pro rata basis to fund the insufficiency.
The [Financing Document] provides that the [Debt Service Reserve Fund] shall be replenished in the following
priority: (i) [principal and interest on the Surety Bond shall be paid from first available Revenues] [principal and
interest on the Surety Bond and on the Additional Funding Instrument shall be paid from first available Revenues
on a pro rata basis]; (ii) after all such amounts are paid in full, amounts necessary to fund the [Debt Service
Reserve Fund] to the required level, after taking into account the amounts available under the Surety Bond [and
the Additional Funding Instrument] shall be deposited from next available Revenues.

The Surety Bond does not insure against nonpayment caused by the insolvency or negligence of the Trustee or the
Paying Agent.



{In addition, one of the following paragraphs may apply:]

ADDITIONAL PARAGRAPH FOR CALIFORNIA TRANSACTIONS:

In the event that Ambac Assurance were to become insolvent, any claims arising under this Surety Bond would be
excluded from coverage by the California Insurance Guaranty Association, established pursuant to the laws of the
State of California.

ADDITIONAL PARAGRAPH FOR CONNECTICUT TRANSACTIONS:

In the event that Ambac were to become insolvent, any claims arising under the Surety Bond would be excluded
from coverage by the Connecticut Insurance Guaranty Association.

ADDITIONAL PARAGRAPH FOR FLORIDA TRANSACTIONS:
The insurance provided by the Surety Bond is not covered by the Florida Insurance Guaranty Association.
ADDITIONAL PARAGRAPH FOR NEW YORK TRANSACTIONS:

The insurance provided by the Surety Bond is not covered by the property/casualty insurance security fund
specified by the insurance laws of the State of New York.

FOR OKEAHOMA TRANSACTIONS, AN ENDORSEMENT TO THE SURETY BOND IS REQUIRED,
WHICH SPECIFIES THE FOLLOWING;

WARNING: Any person who knowingly, and with intent to injure, defrauds or deceives any insurer, makes any
claim for the proceeds of an insurance policy containing any false, incomplete or misleading information, is guilty
of a felony.

Ambac Assurance Corporation

Ambac Assurance Corporation (“Ambac Assurance™) is a Wisconsin-domiciled stock insurance corporation
regulated by the Office of the Commissioner of Insurance of the State of Wisconsin and licensed to do business in 50
states, the District of Columbia, the Territery of Guam, the Commonwealth of Puerto Rico and the U.S. Virgin
Islands, with admitted assets of approximately $9,417,000,000 (unaudited) and statutory capital of approximately
§5,879,000,000 (unaudited) as of March 31, 2006. Statutory capital consists of Ambac Assurance’s policyholders’
surplus and statutory contingency reserve. Standard & Poor’s Credit Markets Services, a Division of The
McGraw-Hill Companies, Moody’s Investors Service and Fitch Ratings have each assigned a triple-A financial
strength rating to Ambac Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the insuring of an
[obligation] by Ambac Assurance will not affect the treatment for federal income tax purposes of interest on such
[obligation} and that insurance proceeds representing maturing interest paid by Ambac Assurance under policy
provisions substantially identical to those contained in its financial guaranty insurance policy shall be treated for
federal income tax purposes in the same manner as if such payments were made by the Obligor of the
[Obligations]. {THE FOLLOWING MUST BE INCLUDED IN ANNUAL APPROPRIATION LEASE
TRANSACTION: No representation is made by Ambac Assurance regarding the federal income tax treatment of
payments that are made by Ambac Assurance under the terms of the Policy due to nonappropriation of funds by
the Lessee]

Ambac Assurance makes no representation regarding the [Obligations] or the advisability of investing in the
(Obligations] and makes no representation regarding, nor has it participated in the preparation of, the Official
Statement other than the information supplied by Ambac Assurance and presented under the heading
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Available Information

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the “Company™), is subject to the
informational requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and in
accordance therewith files reports, proxy statements and other information with the Securities and Exchange
Commission (the “SEC”). These reports, proxy statements and other information can be read and copied at the SEC’s
public reference room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. Please call the SEC at
1-800-SEC-0330 for further information on the public reference room. The SEC maintains an internet site at
http://www sec.gov that contains reports, proxy and information statements and other information regarding
companies that file electronically with the SEC, including the Company. These reports, proxy statements and other
information can also be read at the offices of the New York Stock Exchange, Inc. (the “NYSE”), 20 Broad Street, New
York, New York 10005,

Copies of Ambac Assurance’s financial statements prepared in accordance with statutory accounting standards are
available from Ambac Assurance. The address of Ambac Assurance’s administrative offices and its telephone
number are One State Street Plaza, 19th Floor, New York, New York, 10004 and (212) 668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the SEC (File No. 1-10777) are incorporated by reference in this
Official Statement:

1. The Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2005 and filed
on March 13, 2006;

2. The Compan};’s Current Report on Form 8-K dated and filed on Aprl 26, 2006; and

3. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended March 3 1,
2006 and filed on May 10, 2006.8

All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act after the date of
this Official Statement will be available for inspection in the same manner as described above in “Available
Information”.




GUARANTY AGREEMENT

GUARANTY AGREEMENT dated as of July 28, 2006 by and between THE CITY OF
MORGANTOWN, WEST VIRGINIA, a municipal corporation and political subdivision of the State of
West Virginia (the “Obligor”); and AMBAC ASSURANCE CORPORATION (*Ambac™), a Wisconsin
domiciled stock insurance corporation.

WITNESSETH:

WHEREAS, the Obligor has or will issue $6,410,191 in aggregate principal amount of
Combined Waterworks and Sewerage System Revenue Bonds, Series 2006A (West Virginia SRF
Program) (the “Obligations™); and

WHEREAS, Ambac will issue its Surety Bond (the “Surety Bond™), substantially in the form set
forth in Annex A to this Agreement, guaranteeing certain payments by the Obligor subject to the terms
and limitations of the Surety Bond; and

WHEREAS, to induce Ambac to issue the Surety Bond, the Obligor has agreed to pay the
premium for such Surety Bond and to reimburse Ambac for all payments made by Ambac under the
Surety Bond from Legally Available Funds, all as more fully set forth in this Agreement; and

WHEREAS, the Obligor understands that Ambac expressly requires the delivery of this
Agreement as part of the consideration for the execution by Ambac of the Surety Bond; and

NOW, THEREFORE, in consideration of the premises and of the agreements herein contained
and of the execution of the Surety Bond, the Obligor and Ambac agree as follows:

ARTICLE I

DEFINITIONS; SURETY BOND

Section 1.01. Definitions. Except as otherwise expressly provided herein or unless the context otherwise
requires, the terms which are capitalized herein shall have the meanings specified in Annex B hereto.

Section 1.02. Surety Bond.

(a) Ambac will issue the Surety Bond in accordance with and subject to the terms and conditions of the
Commitment,

(b} The maximum liability of Ambac under the Surety Bond and the coverage and term thereof shall be
subject to and limited by the Surety Bond Coverage and the terms and conditions of the Surety Bond.

(¢) Payments made under the Surety Bond will reduce the Surety Bond Coverage to the extent of that
payment, provided that the Surety Bond Coverage shall be automatically reinstated to the extent of the
reimbursement of principal by the Obligor of any payment made by Ambac. Ambac shall notify the
Paying Agent in writing no later than the fifth (5th) day following the reimbursement by the Obligor that
the Surety Bond has been reinstated to the extent of such reimbursement.



Section 1.03. Premium. In consideration of Ambac agreeing to issue the Surety Bond hereunder, the
Obligor hereby agrees to pay or cause to be paid from Legally Available Funds the premium set forth in
the Commitment.

Section 1.04. Certain Other Expenses. The Obligor will pay all reasonable fees and disbursements of
Ambac’s counsel related to any modification of this Agreement or the Surety Bond.

ARTICLE 11

REIMBURSEMENT OBLIGATIONS OF OBLIGOR AND SECURITY THEREFOR

Section 2.01. Reimbursement for Pavments Under the Surety Bond and Expenses.

(a) The Obligor will reimburse Ambac, from Legally Available Funds within the Reimbursement Period,
without demand or notice by Ambac to the Obligor or any other person, to the extent of each Surety Bond
Payment with interest on each Surety Bond Payment from and including the date made to the date of the
retmbursement by the Obligor at the Effective Interest Rate. The Obligor agrees that it shall make
monthly level principal repayments for each Surety Bond Payment during the Reimbursement Period.
Interest on each Surety Bond Payment shall be paid monthly during the Reimbursement Period. To the
extent that interest payments due hereunder are not paid on a monthly basis, or are not paid as each
principal repayment is made, interest shall accrue on such unpaid amounts at a rate equal to the Effective
Interest Rate.

{(b) The Obligor also agrees to reimburse Ambaec, from Legally Available Funds, immediately and
unconditionally upon demand for all reasonable expenses incurred by Ambac in connection with the
Surety Bond and the enforcement by Ambac of the Obligor’s obligations under this Agreement together
with interest on all such expenses from and including the date which is 30 days from the date a statement
for such expenses is received by the Obligor incurred to the date of payment at the rate set forth in
subsection (a) of this Section 2.01.

Section 2.02. _Allocation of Payments. Ambac and the Obligor hereby agree that each repayment of
principal received by Ambac from or on behalf of the Obligor as a reimbursement to Ambac as required
by Section 2.01(a) hereof shall be applied to reinstate ail or a portion of the Surety Bond Coverage to the
extent of such repayment. Any interest payable pursuant to Section 2.01(a) hereof shall not be applied to
the reinstatement of any portion of the Surety Bond Coverage.

Section 2.03. Security for Payments: Instruments of Further Assurance. To the extent, but only to the
extent, that the Ordinance pledges to the Owners or any paying agent therefor, or grants a security interest
or lien in or on any collateral property, revenue or other payments (“Collateral and Revenues™) in order to
secure the Obligations or provide a source of payment for the Obligations, the Obligor hereby grants to
Ambac a security interest in or lien on, as the case may be, and pledges to Ambac all such Collateral and
Revenues as security for payment of all amounts due hereunder, which security interest, lien and/or
pledge created or granted under this Section 2.03 shall be subordinate only to the interests of the Owners
and any paying agent therefor in such Collateral and Revenues. The Obligor agrees that it will, from time
to time, execute, acknowledge and deliver, or cause to be executed, acknowledged and delivered, any and
all financing statements, if applicable, and all other further instruments as may be required by law or as
shall reasonably be requested by Ambac for the perfection of the security interest, if any, granted under
this Section 2.03 and for the preservation and protection of all rights of Ambac under this Section 2.03.




Section 2.04. Unconditional Qbligation. The obligations of the Obligor hereunder are absolute and
unconditional and will be paid or performed strictly in accordance with this Agreement, irrespective of:

(a) any lack of validity or enforceability of, or any amendment or other modification of, or waiver with
respect to the Ordinance or the Obiigations;

(b) any exchange, release or nonperfection of any security interest in property securing the Obligations or
this Agreement or any obligations hereunder;

(c) any circumstances which might otherwise constitute a defense available to, or discharge of, the
Obligor with respect to the Obligations;

(d) whether or not such obligations are contingent or matured, disputed or undisputed, tiquidated or
unliquidated.

Section 2.05. Obligations on Parity with Other First Lien Obligations of the Obligor. Notwithstanding
any provision of this Guaranty Agreement to the contrary, the obligations of the Obligor under this
Guaranty Agreement, specifically including, but not limited to, any reimbursement obligations and pledge
of security in Collateral and Revenues, shall be on a parity with the obligations of the Obligor to make
payments or provide security under Other Guaranty Agreements or make payments into any reserve funds,
for any bonds of the Obligor which are issued on a parity with the bonds, the reserve fund for which is
funded with the Surety Bond which is the subject of this Guaranty Agreement. As used herein, “Other
Guaranty Agreements” means agreements providing for reimbursement by the Obligor of amounts drawn
on surety bonds or other instruments serving the same purpose as the Surety Bond.

ARTICLE III

EVENTS OF DEFAULT; REMEDIES

Section 3.01. Events of Default. The following events shall constitute Events of Default hereunder:

(a) The Obligor shall fail to pay to Ambac any amount payable under Sections 1.04 and 2.01 hereof and
such failure shall have continued for a period in excess of the Reimbursement Period;

{(b) Any material representation or warranty made by the Obligor hereunder or under the Ordinance or
any statement in the application for the Surety Bond or any report, certificate, financial statement or other
instrument provided in connection with the Commitment, the Surety Bond or herewith shall have been
materially false at the time when made;

(c) Except as otherwise provided in this Section 3.01, the Obligor shall fail to perform any of its other
obligations under this Agreement, provided that such failure continues for more than thirty (30) days after
receipt by the Obligor of notice of such failure to perform;

(d) The Obligor shall (i) voluntarily commence any proceeding or file any petition secking relief under
the United States Bankruptcy Code or any other Federal, state or foreign bankruptcy, insolvency or
similar law, (ii) consent to the institution of, or fail to controvert in a timely and appropriate manner, any
such proceeding or the filing of any such petition, (iii) apply for or consent to the appointment of a
receiver, trustee, custodian, sequestrator or similar official for the Obligor or for a substantial part of its



property, (iv) file an answer admitting the material allegations of a petition filed against it in any such
proceeding, (v) make a general assignment for the benefit of creditors, (vi) become unable, admit in
writing its inability or fail generally to- pay its debts as they become due or (vii) take action for the
purpose of effecting any of the foregoing; or

(¢) An involuntary proceeding shall be commenced or an tnvoluntary petition shall be filed in a court of
competent jurisdiction seeking (i) relief in respect of the Obligor, or of a substantial part of its property,
under the United States Bankruptcy Code or any other F ederal, state or foreign bankruptcy, insolvency or
similar law or (ii) the appointment of a receiver, trustee, custodian, sequestrator or similar official for the
Obligor or for a substantial part of its property; and such proceeding or petition shall continue
undismissed for sixty (60) days or an order or decree approving or ordering any of the foregoing shall
continue unstayed and in effect for thirty (30) days.

Section 3.02. Remedies. If an Event of Default shall occur and be continuing, then Ambac may take
whatever action at law or in equity may appear necessary or desirable to collect the amounts then due and
thereafter to become due under this Agreement or any related instrument and enforce any obligation,
agreement or covenant of the Obligor under this Agreement; provided, however, that Ambac may not take
any action to direct or require acceleration or other early redemption of the Obligations or adversely affect
the rights of the Owners. All rights and remedies of Ambac under this Section 3.02 are cumulative and the
exercise of any one remedy does not preclude the exercise of one or more of the other available remedies.

ARTICLE IV

SETTLEMENT

Ambac shall have the exclusive right to decide and determine whether any claim, Hability, suit or
judgment made or brought against Ambac, the Obligor or any other party on the Surety Bond shall or
shall not be paid, compromised, resisted, defended, tried or ap'peaied, and Ambac’s decision thereon, if
made in good faith, shall be final and binding upon the Obligor. An itemized statement of payments made
by Ambac, certified by an officer of Ambac, or the voucher or vouchers for such payments, shail be prima
facie evidence of the liability of the Obligor, and if the Obligor fails to reimburse Ambac, pursuant to
subsection (b} of Section 2.01 hereof, upon the receipt of such statement of payments, interest shall be
computed on such amount from the date of any payment made by Ambac at the rate set forth in
subsection (a) of Section 2.01 hereof.

ARTICLE V

MISCELLANEOUS

Section 5.01. Computations. All computations of premium, interest and fees hereunder shall be made on
the basis of the actual number of days elapsed over a year of 360 days.

Section 5.02. Exercise of Rights. No failure or delay on the part of Ambac to exercise any right, power
or privilege under this Agreement and no course of dealing between Ambac and the Obligor or any other
party shall operate as a waiver of any such right, power or privilege, nor shall any single or partial
exercise of any such right, power or privilege preclude any other or further exercise thereof or the
exercise of any other right, power or privilege. The rights and remedies herein expressly provided are
cumulative and not exclusive of any rights or remedies which Ambac would otherwise have pursuant to




law or equity. No notice to or demand on any party in any case shall entitle such party to any other or
further notice or demand in similar or other circumstances, or constitute a waiver of the right of the other
party to any other or further action in any circumstances without notice or demand.

Section 5.03. Amendment and Waiver. Any provision of this Agreement may be amended, waived,
supplemented, discharged or terminated only with the prior written consent of the Obligor and Ambac.
The Obligor hereby agrees that upon the written request of the Paying Agent, Ambac may make or
consent to issue any substitute for the Surety Bond to cure any ambiguity or formal defect or omission in
the Surety Bond which does not materially change the terms of the Surety Bond nor adversely affect the
rights of the Owners, and this Agreement shall apply to such substituted Surety Bond. Ambac agrees to
deliver to the Obligor and to the company or companies, if any, rating the Obligations, a copy of such
substituted Surety Bond.

Section 5.04. Successors and Assigns; Descriptive Headines.

(a) This Agreement shall bind, and the benefits thereof shall inure to, the Obligor and Ambac and their
respective successors and assigns; provided, that the Obligor may not transfer or assign any or all of its
rights and obligations hereunder without the prior written consent of Ambac.

(b) The descriptive headings of the various provisions of this Agreement are inserted for convenience of
reference only and shall not be deemed to affect the meaning or construction of any of the provisions
hereof.

Section 5.05. Other Sureties. If Ambac shali procure any other surety to reinsure the Surety Bond, this
Agreement shall inure to the benefit of such other surety, its successors and assigns, so as to give to it a
direct right of action against the Obligor to enforce this Agreement, and “Ambac,” wherever used herein,
shall be deemed to include such reinsuring surety, as its respective interests may appear.

Section 5.06. Signature on Bond. The Obligor’s liability shall not be affected by its failure to sign the
Surety Bond nor by any claim that other indemnity or security was to have been obtained nor by the
release of any indemnity, nor the return or exchange of any collateral that may have been obtained.

Section 5.07. Waiver. The Obligor waives any defense that this Agreement was executed subsequent to
the date of the Surety Bond, admitting and covenanting that such Surety Bond was executed pursuant to
the Obligor’s request and in reliance on the Obligor’s promise to execute this Agreement, ‘

Section 5.08. Notices, Requests, Demands. Except as otherwise expressly provided herein, all written
notices, requests, demands or other communications to or upon the respective parties hereto shall be
deemed to have been given or made when actually received, or in the case of telex or telecopier notice
sent over a telex or a telecopier machine owned or operated by a party hereto, when sent, addressed as
specified below or at such other address as either of the parties hereto or the Paying Agent may hereafter
specify in writing to the others:

If to the Obligor: The City of Morgantown
389 Spruce Street
Morgantown, West Virginia 26505
Attention: City Manager



If to the Paying Agent: West Virginia Municipal Bond Commission
8 Capitol Street
Charleston, West Virginia 25301
Attention: Executive Director

If to Ambac: Ambac Assurance Corporation
One State Street Plaza, 19th Floor
New York, New York 10004
Attention: General Counsel

Section 5.09. Survival of Representations and Warranties. All representations, warranties and
obligations contained herein shall survive the execution and delivery of this Agreement and the Surety
Bond.

Section 5.10. Governing Law. This Agreement and the rights and obligations of the parties under this
Agreement shall be governed by and construed and interpreted in accordance with the laws of the State.

Section 5.11. Counterparts. This Agreement may be executed in any number of copies and by the
different parties hereto on the same or separate counterparts, each of which shall be deemed to be an
original instrument. Complete counterparts of this Agreement shall be lodged with the Obligor and
Ambac.

Section 5.12. Severability. In the event any provision of this Agreement shall be held invalid or
unenforceable by any court of competent jurisdiction, such holding shall not invalidate or render
unenforceable any other provision hereof,



IN WITNESS WHEREOF, each of the parties hereto has caused a counterpart of this Agreement to be
duly executed and delivered as of the date first above written.

(Seal) THE CITY OF MORGANTOWN
Attest: c%j 6% X % bl By: ﬁ W
Title:  City Clerk Title: City Managdr

AMBAC ASSURANCE CORPORATION

Attest: By:
Title:  Assistant Secretary Title: First Vice President and
Assistant General Counsel




IN WITNESS WHEREOF, each of the parties hereto has caused a counterpart of this Agreement to be
duly executed and delivered as of the date first above written.

(Seal) THE CITY OF MORGANTOWN
Attest: By:
Title:  City Clerk Title: City Manager

AMBAC ASSURANCE CORPORATION

e S‘/ /’f /
Attest:/ 3?*74*“% By: : /)// '

L 2 —

Title: "~ Assistant Secretary Title: First Vicé President and
Assistant General Counsel
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SURETY BOND

Ambac Assurance Corporation

Statutory Office: Administrative Office:
¢/o CT Corporation One State Street Plaza
44 East Mifflin Street New York, New York 10004
Madison, Wisconsin 53703 Telephone: (212) 668-0340

Policy No. SB2334BE

Ambac Assurance Corporation (“Ambac”), in consideration of the payment of the premium and
subject to the terms of this Surety Bond, hereby unconditionally and irrevocably guarantees the
full and complete payments which are to be applied to payment of principal of and interest on the
Obligations (as hereinafter defined) and which are required to be made by or on behalf of the
City of Morgantown, West Virginia (the “Obligor”) to the West Virginia Municipal Bond
Commission or any successor thereto as paying agent for the Obligations (the “Paying Agent™),
as such payments are due by the Obligor but shall not be so paid pursuant to the Bond Ordinance
of the Obligor, dated as of April 4, 2006 (the “Ordinance”), by and between the Obligor and the
Paying Agent, authorizing the issuance of $6,410,191 in aggregate principal amount of
Combined Waterworks and Sewerage System Revenue Bonds, Series 2006A (West Virginia
SRF Program) (the “Obligations™) of said Obligor and providing the terms and conditions for the
1ssuance of said Obligations; provided that the amount available at any particular time to be paid
to the Paying Agent under the terms hereof shall not exceed the Surety Bond Coverage, defined
herein as the lesser of $389,660 or the Reserve Requirement for the Obligations, as that term is
defined in the Ordinance (the “Reserve Requirement”). The Surety Bond Coverage shall be
reduced and may be reinstated from time to time as set forth herein.

1. As used herein, the term “Owner” shall mean the registered owner of any Obligation as
indicated in the books maintained by the applicable Paying Agent, the Obligor or any designee of
the Obligor for such purpose. The term “Owner” shall not include the Obligor or any person or
entity whose obligation or obligations by agreement constitute the underlying security or source of
payment of the Obligations.

2. Upon the later of: (i) one (1) day after receipt by the General Counsel of Ambac of a
demand for payment in the form attached hereto as Attachment 1 (the “Demand for Payment™), duly
executed by the Paying Agent certifying that payment due as required by the Ordinance has not
been made to the Paying Agent; or (ii) the payment date of the Obligations as specified in the
Demand for Payment presented by the Paying Agent to the General Counset of Ambac, Ambac will
make a deposit of funds in an account with the Paying Agent or its successor, sufficient for the
payment to the Paying Agent, of amounts which are then due'to the Paying Agent (as specified in
the Demand for Payment) up to but not in excess of the Surety Bond Coverage.

3. Demand for Payment hereunder may be made by prepaid telecopy, telex, or telegram of the
executed Demand for Payment c/o the General Counsel of Ambac. If a Demand for Payment made
hereunder does not, in any instance, conform to the terms and conditions of this Surety Bond,



Ambac shali give notice to the Paying Agent, as promptly as reasonably practicable that such
Demand for Payment was not effected in accordance with the terms and conditions of this Surety
Bond and briefly state the reason(s) therefor. Upon being notified that such Demand for Payment
was not effected in accordance with this Surety Bond, the Paying Agent may attempt to correct any
such nonconforming Demand for Payment if, and to the extent that, the Paying Agent is entitled and
able to do so.

4. The amount payable by Ambac under this Surety Bond pursuant to a Demand for Payment-
shall be limited to the Surety Bond Coverage. The Surety Bond Coverage shall be reduced
automatically to the extent of each payment made by Ambac hereunder and will be reinstated to the
extent of each reimbursement of Ambac by the Obligor pursuant to Article II of the Guaranty
Agreement, dated as of July 27, 2006 (the “Guaranty Agreement”), by and between Ambac and the
Obligor; provided, that in no event shall such reinstatement exceed the Surety Bond Coverage.
Ambac will notify the Paying Agent, in writing within five (5} days of such reimbursement, that the
Surety Bond Coverage has been reinstated to the extent of such reimbursement pursuant to the
Guaranty Agreement and such reinstatement shall be effective as of the date Ambac gives such
notice. The notice to the Paying Agent will be substantially in the form attached hereto as
Attachment 2. The Surety Bond Coverage shall be automatically reduced to the extent that the
Reserve Requirement for the Obligations is lowered or reduced pursuant to the terms of the
Ordinance.

5. Any service of process on Ambac may be made to Ambac or the office of the General
Counsel of Ambac and such service of process shail be valid and binding as to Ambac. During the
termn of its appointment, General Counsel will act as agent for the acceptance of service of process
and its offices are located at One State Street Plaza, New York, New York 10004, Telephone: (212)
668-0340.

6. This Surety Bond is noncancelable for any reason. The term of this Surety Bond shall expire
on the earlier of (i) January 1, 2027 or (ii) the date on which the Obligor, to the satisfaction of
Ambac, has made all payments required to be made on the Obligations pursuant to the Ordinance,
The premium on this Surety Bond is not refundable for any reason, including the payment prior to
maturity of the Obligations.

7. This Surety Bond shall be governed by and interpreted under the laws of the State of
Wisconsin, and any suit hereunder in connection with any payment may be brought only by the
Paying Agent within one year after (i) a Demand for Payment, with respect to such payment, is
made pursuant to the terms of this Surety Bond and Ambac has failed to make such payment or (ii)
payment would otherwise have been due hereunder but for the failure on the part of the Paying
Agent to deliver to Ambac a Demand for Payment pursuant to the terms of this Surety Bond,
whichever is earlier.

Form No.: 2B-000%-C (7/97} 2



IN WITNESS WHEREOF, Ambac has caused this Surety Bond to be executed and attested on its
behalf this 28" day of July, 2006.

Ambac Assurance Corporation

Atigst:

( _,?’Ass'istant Secretary o
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Attachment 1
Surety Bond No. SB2334BE

DEMAND FOR PAYMENT
, 20
Ambac Assurance Corporation
One State Street Plaza
New York, New York 10004
Attention: General Counsel

Reference is made to the Surety Bond No. SB2334BE (the “Surety Bond”) issued by
Ambac Assurance Corporation (“Ambac™). The terms which are capitalized herein and not
otherwise defined have the meanings specified in the Surety Bond unless the context otherwise
requires.

The Paying Agent hereby certifies that:

(a) Payment by the Obligor to the Paying Agent was due on [a date not less than
one (1) day prior to the applicable payment date for the Obligations] under the Ordinance attached
hereto as Exhibit A, in an amount equal to $ (the “Amount Due”). The Amount Due is
payabie to the Owners of the Obligations on .

{b) g has been deposited in the (fund/account] from moneys paid by the
Obligor or from other funds legally available to the Paying Agent for payment to the Owners of the
Obligations, which amount is § less than the Amount Due (the “Deficiency”).

(c) The Paying Agent has not heretofore made demand under the Surety Bond for the
Amount Due or any portion thereof.

The Paying Agent hereby requests that payment of the Deficiency {up to but not in excess of
the Surety Bond Coverage) be made by Ambac under the Surety Bond and directs that payment
under the Surety Bond be made to the following account by bank wire transfer of federal or other
immediately available funds in accordance with the terms of the Surety Bond:

[Paying Agent’s Account]

[Paying Agent]
By:
[ts:

Form No.: 2B-0009-C (7/97) 4



Attachment 2
Surety Bond No. SB2334BE
NOTICE OF REINSTATEMENT

, 20
[Paying Agent }

[Address]

Reference is made to the Surety Bond No. SB2334BE (the “Surety Bond™) issued by
Ambac Assurance Corporation (“Ambac™). The terms which are capitalized herein and not
otherwise defined have the meanings specified in the Surety Bond unless the context otherwise

requires.

Ambac hereby delivers notice that it is in receipt of payment from the Obligor pursuant to
Article II of the Guaranty Agreement and as of the date hereof the Surety Bond Coverage is
$ , subject to a reduction as the Reserve Requirement for the Obligations is
lowered or reduced pursuant to the terms of the Ordinance.

AMBAC ASSURANCE CORPORATION

Attest: By:
Title: Title:

Farm No.: 2B-0009-C (797} 5




ANNEX B
DEFINITIONS

For all purposes of this Agreement, except as otherwise expressly provided herein or unless the context
otherwise requires, all capitalized terms shall have the meaning as set out below,

“Agreement” means this Guaranty Agreement.

“Ambac” has the same meaning as set forth in the first paragraph of this Agreement.

“Collateral and Revenues™ has the same meaning as set forth in Section 2.03 hereof.

“Commitment” means the Ambac Commitment for Surety Bond in the form attached hereto as Annex C.

“Debt Service Payments” means those payments required to be made by the Obligor which will be
applied to payment of principal of and interest on the Obligations.

“Effective Interest Rate” means the lesser of the Reimbursement Rate or the maximum rate of interest
permitted by then applicable law; provided, however, that the Effective Interest Rate shall in no event be
less than the interest rate on the Obligations.

“Event of Default” shall mean those events of default set forth in Section 3.01 of this Agreement.

“Legally Available Funds” means any moneys legally available to the Obligor for the payment of its
obligations, including Gross Revenues (as defined in the Ordinance) derived from the System (as defined
in the Ordinance).

“Obligations” has the same meaning as set forth in the second paragraph of this Agreement.
“Obligor” has the same meaning as set forth in the first paragraph of this Agreement.

“Owners” means the registered owner of any Obligation as indicated in the books maintained by the
applicable paying agent, the Obligor or any designee of the Obligor for such purpose. The termn “Owner”
shall not include the Obligor or any person or entity whose obligation or obligations by agreement
constitute the underlying security or source of payment for the Obligations.

“Ordinance” means the Bond Ordinance of the Obligor relating to the Obligations, dated as of April 4,
2006.

“Paying Agent” has the meaning set forth in the Ordinance.

“Reimbursement Period” means, with respect to a particular Surety Bond Payment, the period
commencing on the date of such Surety Bond Payment and ending 12 months following such Surety
Bond Payment.

“Reimbursement Rate” means Citibank’s prime rate plus two (2) percent per annum, as of the date of
such Surety Bond Payment, said “prime rate” being the rate of interest announced from time to time by
Citibank, New York, New York, as its prime rate. The rate of interest shall be calculated on the basis of a
360 day year.



“State” means the State of West Virginia

“Surety Bond” means the surety bond issued by Ambac substantially in the form attached to this
Agreement as Annex A,

“Surety Bond Coverage” means the amount available at any particular time to be paid to the Paying
Agent under the terms of the Surety Bond, which amount shall never exceed $389,660.00

“Surety Bond Payment” means an amount equal to the Debt Service Payment less (i) that portion of the
Debt Service Payment paid by the Obligor, and (ii) other funds legally available to the Paying Agent for
payment to the Owners, all as certified by the Paying Agent in a demand for payment rendered pursuant
to the terms of the Surety Bond.
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COMMITMENT



Ambac Assurance Corporation
One State Street Plaza

NewYork, NY 10004
212.668.0340 Fax:212.509.9199

A member of the Ambac Financial Group, Inc.

July 27, 2006

City of Morgantown, West Virginia
389 Spruce Street
Charleston, WV 25301

Steptoe & Johnson PLLC
707 Virginia Street, East
Morgantown, WV 26505

Ambac

Ladies and Gentlemen:

This opinion has been requested of the undersigned, a First Vice President and an Assistant
General Counsel of Ambac Assurance Corporation, a Wisconsin stock insurance
corporation (“Ambac Assurance™), in connection with the issuance by Ambac Assurance of
a certain Surety Bond, effective as of the date hereof (the “Surety”), guaranteeing payment
of an amount not to exceed $389,660 to fund the Reserve Requirement (as defined in the
Surety) for the $6,410,191 City of Morgantown, West Virginia (the “Obligor”) Combined
Waterworks and Sewerage System Revenue Bonds, Series 2006 A (West Virginia SRF
Program), dated their date of delivery (the “Obligations™).

In connection with my opinion herein, 1 have examined the Surety and such statutes,
documents and proceedings as I have considered necessary or appropriate under the
circumnstances to render the following opinion.

Based upon the foregoing and having regard to legal considerations T deem relevant, I am
of the opinion that:

1. Ambac Assurance is a stock insurance corporation duly organized and validly
existing under the laws of the State of Wisconsin and duly qualified to conduct an
insurance business in the State of West Virginia.

2. Ambac Assurance has full corporate power and authority to execute and deliver the
Surety, and the Surety has been duly authorized, executed and delivered by Ambac
Assurance and constitutes a legal, valid and binding obligation of Ambac
Assurance enforceable in accordance with its terms, except to the extent that the
enforceability (but not the validity) of such obligation may be limited by any
applicable bankruptcy, insolvency, liquidation, rehabilitation or other similar law
or enactment now or hereafter enacted affecting the enforcement of creditors'
rights,

3. The execution and delivery by Ambac Assurance of the Surety will not, and the
consummation of the transactions contemplated thereby and the satisfaction of the
terms thereof will not, conflict with or result in a breach of any of the terms,
conditions or provisions of the Certificate of Authority, Articles of Incorporation or
By-Laws of Ambac Assurance, or any restriction contained in any contract,
agreement or instrument to which Ambac Assurance is a party or by which it is
bound or constitute a default under any of the foregoing.



Ambac

Proceedings legally required for the issuance of the Surety have been taken by
Ambac Assurance and licenses, orders, consents or other authorizations or
approvals of any governmental boards or bodies legally required for the
enforceability of the Surety have been obtained; any proceedings not taken and any
licenses, authorizations or approvals not obtained are not material to the
enforceability of the Surety.

The opinions expressed herein are solely for your benefit, and may not be relied upon by
any other person.

Very truly yours, //
\I‘, Ly ’ -,/";/f? /Z

S'tephe

M. Ksenak

First Vice President and
Assistant General Counsel

Sb2334be



THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

ACCEPTANCE OF APPOINTMENT AS DEPOSITORY BANK

BRANCH BANKING AND TRUST COMPANY, Morgantown, West Virginia,
hereby accepts appointment as Depository Bank in connection with a Bond Ordinance of The
City of Morgantown (the "Issuer”) enacted by the Issuer on April 4, 2006, and a
Supplemental Resolution adopted by the Issuer on June 6, 2006 (collectively, the "Bond
Legislation™), authorizing issuance of the Issuer's Combined Waterworks and Sewerage
System Revenue Bonds, Series 2006 A (West Virginia SRF Program), dated June 27, 2006,
issued in the original aggregate principal amount of $6,410,191 (the "Bonds"), and agrees
to serve as Depository Bank in connection with the Bonds, all as set forth in the Bond
Legislation.

WITNESS my signature on this 30thday of June, 2006,
|

BRANCH B COMPANY

By: [\

lts: Authorized Representative

006.05.06
627490.00021
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THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

ACCEPTANCE OF DUTIES AS REGISTRAR

THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia, hereby
accepts appomtment as Registrar in connection with The City of Morgantown Combined
Waterworks and Sewerage System Revenue Bonds, Series 2006 A (West Virginia SRF
Program), dated June 30, 2006, issued in the original aggregate principal amount of
$6,410,191 (the "Bonds"), and agrees to perform all duties of Registrar in connection with
the Bonds, all as set forth in the Bond Legislation authorizing issuance of the Bonds.

WITNESS my signature on this 30th day of June, 2006.

THE HUNTINGTON NATIONAL BANK

By:ﬁ . /O 77;::“*/2/ 2

Its: Authorized Officer” \/fé/

06.05.06
627490.00021
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THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

CERTIFICATE OF REGISTRATION OF BONDS

THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia, as
Registrar under the Bond Legislation and Regisirar's Agreement providing for the
above-captioned Bonds of The City of Morgantown (the "Issuer"), hereby certifies that on
the date hereof, the single, fully registered Combined Waterworks and Sewerage System
Revenue Bonds, Series 2006 A (West Virginia SRF Program), of the Issuer, dated June 30,
2006, in the principal amount of $6,410,191, numbered AR-1, was registered as to principal
and interest in the name of "West Virginia Water Development Authority" in the books of
the Issuer kept for that purpose at our office, by a duly authorized officer on behalf of The
Huntington National Bank, as Registrar.

WITNESS my signature on this 30th day of June, 2006.

THE HUNTINGTON NATIONAL BANK

Its: Authori;e’d/ Officer” A,

W Lo il

06.05.06
627490.00021
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THE CITY OF MORGANTOWN

Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program)

REGISTRAR'S AGREEMENT

THIS REGISTRAR'S AGREEMENT, dated as of the 30th day of June, 2006,
by and between THE CITY OF MORGANTOWN, a municipal corporation and political
subdivision of the State of West Virginia (the "Issuer"), and THE HUNTINGTON
NATIONAL BANK, Charleston, West Virginia (the "Registrar™).

WHEREAS, the Issuer has, contemporaneously with the execution hereof,
issued and sold its $6,410,191 Combined Waterworks and Sewerage System Revenue Bonds,
Series 2006 A (West Virginia SRF Program), in fully registered form (the "Bonds"}),
pursuant to a Bond Ordinance of the Issuer duly enacted April 4, 2006, and a Supplemental
Resolution of the Issuer duly adopted June 6, 2006 (collectively, the "Bond Legislation");

WHEREAS, capitalized words and terms used in this Registrar's Agreement
and not otherwise defined herein shall have the respective meanings given them in the Bond
Legislation, a copy of which is attached as EXHIBIT A hereto and incorporated herein by
reference:

WHEREAS, the Bond Legislation provides for an appointment by the Issuer
of a Registrar for the Bonds; and

WHEREAS, the Issuer desires to appoint, and by the Bond Legislation and this
Registrar's Agreement does appoint, the Registrar to act as Registrar under the Bond
Legislation and to take certain other actions hereinafter set forth;

NOW, THEREFORE, it is agreed by and between the parties hereto as follows:
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1. Upon the execution of this Registrar's Agreement by the Issuer and the
Registrar and during the term hereof, the Registrar does accept and shall have and carry out
the powers and duties of Registrar for the Bonds, all as set forth in the Bond Legislation,
such duties including, among other things, the duties to authenticate, register and deliver
Bonds upon original issuance and when properly presented for exchange or transfer, and
shall do so with the intention of maintaining the exemption of interest on the Bonds from
federal income taxation, in accordance with any rules and regulations promuigated by the
United States Treasury Department or by the Municipal Securities Rulemaking Board or
similar regulatory bodies as the Issuer advises it of and with generally accepted industry
standards.

2. The Regisirar agrees to furnish the Issuer with appropriate records of all
transactions carried out by it as Registrar and to furnish the Issuer with the names and
specimen signatures of the Registrar's authorized officers for the purposes of acting as the
Registrar and with such other information and reports as the Issuer may from time to time
reasonably require.

3. The Registrar shall have no responsibility or liahility for any action taken
by it at the specific direction of the Issuer.

4. As compensation for acting as Registrar pursuant to this Registrar's
Agreement, the Issuer hereby agrees to pay to the Registrar the compensation for services
rendered as provided in the annexed schedule.

5. It is intended that this Registrar's Agreement shall carry out and
implement provisions of the Bond Legislation with respect to the Registrar. In the event of
any conflict between the terms of this Registrar's Agreement and the Bond Legislation, the
terms of the Bond Legislation shall govern.

6. The Issuer and the Registrar each warrants and represents that it is duly
authorized and empowered to execute and enter into this Registrar's Agreement and that
neither such execution nor the performance of its duties hereunder or under the Bond
Legislation will violate any order, decree or agreement to which it is a party or by which it
is bound.

7.  This Registrar's Agreement may be terminated by either party upon
60 days’ written notice sent by registered or certified mail to the other party, at the following
respective addresses:

ISSUER: The City of Morgantown
389 Spruce Street
Morgantown, West Virginia 26505
Atention: City Manager
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REGISTRAR: The Huntington National Bank
One Huntington Square
Charleston, West Virginia 25301
Attention: Trust Department

8.  The Registrar is hereby requested and authorized to authenticate and
deliver the Bonds in accordance with the Bond Legislation.

9.  This document may be executed in one or more counterparts each of

which shall be deemed an original and afl of which shall constitute but one and the same
document.
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IN WITNESS WHEREOF, the parties hereto have respectively caused this
Registrar's Agreement to be signed in their names and on their behalf, all as of the day and
year first above-written.

THE CITY OF MORGANTOWN

Its

THE HUNTINGTON NATIONAL BANK

By/2 /?37’— 7?%»27«71

Its: Authorize fflcer -"” -----

006.05.06
627490/00021
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