TOWN OF OCEANA, WEST VIRGINIA

SEWER REVENUE BOND, SERIES 1992 A AND B
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OWN OF OC VIRGI

ORDINANCE

ORDINANCE AUTHORIZING THE REFUNDING OF THE OUTSTANDING
SEWER REVENUE BONDS, DATED JULY 1, 1964, OF THE TOWN OF
OCEANA, WEST VIRGINIA; AUTHORIZING THE CONSTRUCTION OF
BETTERMENTS AND IMPROVEMENTS TO THE SEWER WORKS OF THE
TOWN BY CONSTRUCTION OF IMPROVEMENTS TO THE SEWER SYSTEM
AND OTHER MATTERS; AUTHORIZING THE ISSUANCE BY THE TOWN
OF ITS SEWER REVENUE BONDS, SERIES 1992 A AND SERIES
192 B TO PAY THE COSTS OF SUCH REFUNDING AND
CONSTRUCTION; PROVIDING FOR THE RIGHTS AND REMEDIES OF
AND SECURITY FOR THE REGISTERED OWNERS OF SUCH BONDS;
APPROVING AND RATIFYING A LOAN AGREEMENT AND
SUPPLEMENTAL LOAN AGREEMENT RELATING TO SUCH BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE TERMS AND
FROVISIONS OF SUCH BONDS AND ADOPTING OTHER PROVISIONS

RELATING THERETO.

BE IT ORDAINED AND ENACTED BY THE COUNSEL OF THE TOWN OF OCEANA, WEST
VIRGINIA:

ARTICLE 1
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS
Section 1.01. Authority for this Ordinance. This Ordinance (the

"Ordinance" and, together with any order or resolution supplemental hereto or
amendatory hereof, the "Bond Leglslation") is adopted pursuant to the provisions
of Chapter 16, Article 13 of the Weat Virginia Code of 1931, as amended (the

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

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

A. The Town of Oceana, West Virginia (the "Issuer") 1is a municipal
corporation and political subdivision of the State of West Virginia in Kanawha

County of said State.

B. The Issuer has heretofore issued its Sewer Revenue Bonds, dated July
1, 1964 in the original aggregate principal amount of $335,000 (the "Prior
Bonds") which are currently outstanding in the approximate amount of $145,000,
The Prior Bonds were lssued pursuant to an cordinance enacted by the Issuer on
October 9, 1964 (the "Prior Ordinance”). Proceeds of the Prior Bonds were used
to pay a portion of the costs of acquisition and construction of a public sewage
treatment, collection and transportation system. The Issuer presently owns and
operates said public sewer system. However, it is deemed essential, convenient
and desirable for the health, welfare, safety, advantage and convenience of the
said inhabitants and customers, and, accordingly, it is hereby ordered, that
there. be constructed additions, betterments and improvements to the sewerworks
of the Town including construction of replacement of some sewer line,
construction of vacuum drying bed system, treatment plant improvements and other




additions and betterments which are also described in the Engineering Report of
the Consulting Engineer (hereinafter collectively called the "Project"), and
heretofore filed in the office of the Recorder. The Issuer further deems it
necessary and desirable to refund the Prior Bonds pursuant to the terms of the
Escrow Agreement, hereinafter defined, for the purpose of releasing the lien of

the Prior Resolution,

C. 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 the
costs of the operation and maintenance of said System, the principal of and
interest on the Series 1992 Bonda (as hereinafter defined) and all Sinking Fund,

Reserve Account and other payments provided for herein.

D. It is therefore deemed necessary for the Isauer to issue its Sewer
Revenue Bonds in the total aggregate principal amount of not more than $1,020,009
in two series, being the Series 1992 A Bonds in the aggregate principal amount
of not more than $985,000 and the Series 1992 B Bonds in the aggregate principal
amount of not more than $35,000 (collectively, the "Series 1992 Bonds®) to
finance costs of the refunding of the Prior Bonds and the construction and
acquisition of the Project not otherwise provided for. The estimated maximum
cost of the refunding of the Prior Bonds and the construction and acquisition of
the Project is $1,769,109, of which $1,014,109 will be obtained from the sals of
the Series 1992 Bonds and $750,000 from the small cities block grant hereinafter
defined. Sald costs shall be deemed to include the cost of all property rights,
easements and franchises deemed necessary or convenient therefor; capitalized
interest during acquisition and construction and for 6 months after completien
of construction of the Project; amounts which may be deposited in the Reserve
Accounts; 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, adminigtrative expense, commitment fees, fees of the Authority (as
hereinafter defined), discount, initial fees for the services of registrars,
paying agents, depositories or trustees or other costs in connection with the
sale of the Series 1992 Bonds and such other expenses as may be necessary or
incidental to the financing herein authorized, the completion of construction or
acquisition 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 lssuer for any amounts expended by
it for allowable costs prior to the issuance of the Series 1992 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
1s not less than 40 years,

F. It 1Is in the best interests of the Issuer that the Series 1992 Bonds
be sold to the West Virginia Water Development Authority (the "Authority")
pursuant to the terms and provisions of a loan agreement and a supplemental loan
agreement (collectively, the "Loan Agreement™) to be entered into between the
Issuer and the Authority, in form satisfactory to the Issuer and the Authority,
and attached hereto as "Exhibit A," and made a part hereof.
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G. Upon issuance of the Series 1992 Bonds, and upon the refunding of the
Prior Bonds, there will not be outstanding any obligations of the Issuer which
will rank prior to or on a parity with the Series 1992 Bonds as to lien and
source of and security for payment. The Series 1992 B Bonds shall be junior and
subordinate to the Series 1992 A Bonds as to lien and source of payment.

H. The Issuer has complied with all requirements of West Virginia law
relating to the refunding of the Prior Bonds and authorization of the
construction, acquisition and operation of the Project and issuance of the Series
1992 Bonds, or will have so complied prior to issuance thereof, including, among
other things, if required, the obtaining of a Certificate of Convenience and
Necessity and approval of this financing and necessary user rates and charges
described herein from the Public Service Commission of West Virginia by final

order, the time for rehearing and appeal of which have expired or have been

I. The Issuer is a governmental unit which has general taxing powers to
finance operations of or facilities of the nature of the Project and Syastem, and
the Issuer, all subordinate entities, all entities which issue obligations on
behalf of the Issuer, and all entities formed or, to the extent provided under
Section 148 of the Code, herein defined, availed of, to avoid the purposes of
Section 14B(£f){4)}(C) of the Code and all other entities benefiting thersby
reasonably expect to issue less than $5,000,000 aggregate principal amount of
tax-exempt obligations during the calendar year in which the original Bonds are

to be issued.

J. Pursuant to the Act, the Issuer has heretofore established a Sanitary
Board and the Sanitary Board has petitioned the Council to enact this Ordinance
and issue the Bonds, as needed for the purposes set forth herein.

Section 1.03. Bond Legislation Constitutes Contract. In
consideration of the acceptance of the Series 1992 Bonds by those who shall be
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
registered owners of any and all of such Series 1992 Bonds, all which shall be
of equal rank and without preference, priority or distinction between any one
Bond of a series and any other Bonds of the same series by reason of priority of
issuance or otherwise, except as expressly provided therein and herein.

Section 1.04., Definitiong. Unless expressly changed herein, all
capitalized terms used in the Prior Resolution shall have the same meanings
herein. In addition, the following terms shall have the following meanings

herein unless the context expressly requires otherwise:

"Act” means Chapter 16, Article 13 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 of the Original Bonds, or any
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other agency of the State of West Virginia that succeeds to the functions of the
Authority.

"Authorized Officer” means the Mayor of the Issuer or any acting
Mayor of the Issuer duly appointed by the Governing Boedy.

"Bondholder," "Holder of the Bonds," "Holder" 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 Ordinance and all ordinances, orders and resolutions supplemental

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 asaigns.

"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.

"Bonds" or "Bonds originally authorized hereby" or similer phrases
means, collectively, the Series 1992 Bonds, and any bonds on a parity therewith
authorized to be issued hereunder.

"Glosing Date" means the date upon which there is an exchange of the
Bonds for the proceeds representing the purchese of the Bonds by the Authority.

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

"Construction Fund" means the Construction Fund established by
Section 4.01 hereof.

"Consulting Engineers"” means Kelley, Gidley, Blair & Wolfe, Inc.,
Charleston, West Virginia, or any engineer or firm of engineers that shall at any
time hereafter be retained by the Issuer as Consulting Engineers for 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 construction and acquisition of

the Project.

"Debt Service" means the scheduled amount of interest and
amortization of principal payable on the Bonds during the period of computation,
excluding amounts scheduled during such periecd which relate to principal which
has been retired before the beginning of such period.
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"Depository Bank" means the bank designated as such 1in this
Resolution, and its successors and assigns.

"Escrow Agreement" means any Escrow Deposit Agreement by and between
the Issuer and the Commission.

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

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

constructed or acquired.

"Fiscal Year" means each l12-month perioed beginning on July 1 and
ending on the succeeding June 30.

"Governing Body" means the council of the Issuer, as may hereaftar
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" does not include any gains from the
sale or other disposition of, or from any increase in the value of, capital
assets (including Qualified Investments, as herelnafter defined, purchased
pursuant to Article 8.0l herecf) or any Tap Fees, as hereilnafter defined.

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

"Independent Certified Public Accountants" shall mean 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.

"Igsuer” means the Town of Oceana, in Wyoming County, West Virginia,
and, unless the context clearly indicates otherwise, includes the Governing Body

of the Issuer.

*Investment Property"” means any security (as sald term is defined in
Section 165(g)(2)(A) or (B) of the Code), obligation, annuity contract,
investment-type property or any residential rental property for family units
which 1s not located within the jurisdiction of the Issuer and which is not
acquired to implement a court ordered or approved housing desegregation plan,
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excluding, however, obligations the interest on which is excluded from gross
income, under Section 103 of the Code, for federal income tax purposes other than
specified private activity bonds as defined In Sectlon 57(a)(5)(C) of the Codes.

"Lean Agreement” shall mean, collectively, the Loan Agreement and the
Supplemental Loan Agreement, to be entered into between the Authority and the
Issuer providing for the purchase of the Series 1992 Bonds from the Issuer by the
Authority, the forms of which shall be approved, and the execution and delivery
by the Issuer ratified and confirmed by, the Supplemental Resolution.

"Mayor” means the Mayor of the Issuer.

"Net Proceeds” means the face amount of the Bonds, plus accrued
interest and premium, if any, less original issue discount, 1if any, and less
proceeds 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 1992 Bonds, without
regard to whether or not such investment is made in tax-exempt obligations.

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

"Nonpurpose Investment” means any Investment Property which is
acquired with the gross proceeds or any other proceeds of the Series 1992 Bonds
and is not acquired in order to carry out the governmental purpose of the Seriss

1992 Bonds.

"Operating Expenses” means the reasonable, proper and necessary costs
of repair, maintenance and operation of the System and includes, without limiting
the generality of the foregoing, administrative, engineering, legal, auditing and
insurance expenses, other than those capitalized as part of the Costs, fess and
expenses of the Authority, fiscal agents, the Depository Bank, Registrar and
Paying Agent (all as herein defined), other than those capitalized as part of the
Costs, payments to pension or retirement funds, taxes and such other reascnable
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 intereat on the Bonds, charges for depreciation, losses from the sale
or other disposition of, or from any decrease in the value of, capital assets,
amortization of debt discount or such miscellaneous deductions as are applicable

to prior accounting periocds.

"Outstanding,” when used with reference to Bonds and as of any
particular date, describes all Bonds theretofore and thereupon being
authenticated and delivered except (1) any Bond canceled by the Bond Registrar
at or prior to sald date; (ii) any Bond 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); (iii) any Bond deemed to have
been paid as provided in Article IX hereof; and (iv) for purposes of consents or
other action by a specified percentage of Bondholders or any Bonds registered to

the Issuer.
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"Parity Bonds" means additional Bonds issued under the provisions and
within the limitation prescribed by Section 6.07 hereof.

"Paying Agent" means the West Virginia Municipal Bond Commission, its

successors and assigns.

"Private Business Use” means use directly or indirectly in a trade
or business carried on by a natural perscn, including all persons "related" to
such person within the meaning of Section 1l44(a)(3) of the Code, or in any
activity carried on by a person other than a natural person, including all
persons "related” to such psrson within the meaning of Section 144(a)(3) of the
Code, excluding, however, use by a state or local governmental unit and use as
a member of the general public. All of the foregoing shall be determined in
accordance with the Code, including, without limitation, giving due regard to
"incidental use,"” if any, of the proceads of the issue and/or proceeds used for

"qualified improvements,” if any.

"Project” shall have the meaning stated above in Section 1.02(B).
"Qualified Investments" means and includes any of the following:

(a) Government Obligations;

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

from Government Obligations;

(c) Bonds, debentures, notes or other evidences of indebtedness
issued by any of the following agencies: Banks for Cooperatives; Federal
Intermediate Credit Banks; Federal Home Loan Bank System; Export-Ilmport
Bank of the United States; Federal Land Banks; Government National
Mortgage Assoclation; 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
Assoclation 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 or
Federal Savings and Loan Insurance Corporation, shall be secured by
a pledge of Government Obligations, provided, that sald Government
Obligations pledged either must mature as nearly as practicable
coincident with the maturity of sald time accounts or must be
replaced or increased so that the market value thereof is always at
least equal to the principal amount of sald time accounts;
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(£) Money market funds or similar funds whose only assets are
investments of the type described in paragraphs (a) through (e)

above;

(g) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (e) above, with banks or
national banking assoclations which are members of FDIC or with
goverrment bond dealers recognized as Primary dealers by the Federal
Reserve Bank of New York, provided, that said investments securing
sald 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 1s always at least equal to the principal amount of said
repurchase agreements, and provided further that the holder of such
repurchase agreement shall have a prior perfected security interest
in the collateral therefor; must have (or its agent must have)
possession of such collateral; and such collateral must be free of

all claims by third parties;

(h) The West Virginia "consolidated fund" managed by the West
Virginia State Board of Investments pursuant to Chapter 12, Article
6, of the West Virginia Code of 1931, as amended; provided, that
investments by such fund on behalf of the Issuer shall be restricted
to Qualified Investments other than that described in this paragraph

(h); and
(1) Obligations of States or political subdivisions or
agencies thereof, the interest on which is exempt from federal

income taxation, and which are rated at least "A" by Moody's
Investors Service, Inc. or Standard & Poor'’s Corporation,

"Rebate Fund" means the Rebate Fund established by Section 4,01

hereof.

"Registered Owner," "Bondholder,” "Holder" or any similar term means
whenever used herein with respect to an cutstanding Bond, the person in whose

name such Bond is registered.

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

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established by Section 4.01 hereof.

"Revenue Fund" or "Series Revenue Fund" means the Revenue Fund or
Series Revenue Fund established by Section 4,01 hereof.

"Sanitary Board" means any Sanitary Board of the Issuer.

"Series 1992 A Bonds" or "Series A Bonds" means the not more than
$985,000 in aggregate principal amount of Sewer Revenue Bonds, Serles 1992 A, of
the Issuer.
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"Series 1992 A Bonds Reserve Account" means the Series 1992 A Bonds
Reserve Account established in the Series 1992 A Bonds Sinking Fund pursuant to

Section 4.02 hereof,

"Series 1992 A Bonds Reserve Requirement” means, as of any date of
calculation, the maximum amount of principal and interest which will become due

on the Series 1992 A Bonds 1in any year.

"Series 1992 A Bonds Sinking Fund" means the Series 1992 A Sinking
Fund established by Section 4.02 hereof.

"Series 1992 B Bonds" or "Series B Bonds" means the not more than
$35,000 in aggregate principal amount of Sewer Revenue Bonds, Series 1992 B, of

the Issuer.

"Series 1992 B Bonds Reserve Account” means the Series 1992 A Bonds
Reserve Account established in the Series 1992 A Bonds Sinking Fund pursuant to

Section 4.02 hereof.

"Series 1992 B Bonds Reserve Requirement” means, as of the date of
calculation, the maximum amount of principal which will become due on the Series

1992 A Bonds in any year,

"Series 1992 B Bonds Sinking Fund"” means the Series 1992 A Sinking
Fund established by Section 4.02 hereof.

"Small Cities Block Grant"” means that certain Small Cities Block
Grant in the amount of $750,000 granted to the Issuer.

"State" means the State of West Virginia.

"Supplemental Resclution" means any resolution or order of the Issuer
supplementing or amending this Ordinance and, when preceded by the article "the,"
refers specifically to the supplemental resolutions authorizing the sale the
Series 1992 Bonds; provided, that any matter intended by this Ordinance to be
included in the Supplemental Resolution with respect to the Series 1992 Bonda,
as the case may be, and not so included may be included in ancther Supplemental

Resoclution.

"Surplus Revenues" means the Net Revenues not required by the Bond
Legislation to be set aside and held for the payment of or security for the
Bonds, or any other obligations of the Issuer, including the Renewal and
Replacement Fund and the Reserve Accounts, the proceeds of which Bonds or other
cbligaticns are to be used to pay Costs of the Project.

"System” or "Sewerworks System" means the sewerworks system in its
entirety or any integral part thereof, including mains, meters, valves, pipes,
storage tanks, pump tanks, pumping stations, intakes, wells, impounding
reservoirs, pumps, machinery, purification and treatment plants, and all other
Facilities necessary, appropriate, useful, convenient or incidental in connection
with or to a sewer system owned by the Town, including all sewer facilitlies now
owned by the Town and as expanded and improved by the Project, and all facilities
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and other property of every nature, real or personal, now or hereafter owned by
the Town and held or used in connection with the sewerworks; and shall also
include any and all additions, extenslons, improvements, properties or other
facilities at any time acquired or constructed for the System after completion

of the Project and owned by the Townm.

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

Words importing singular number shall include the plural number in
each case and vice versa; words Iimporting persons shall include firms and
corporations; and words importing the masculine, feminine or neutral gender shall

include any other gender,
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ARTICLE II

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

Section 2.01. Aut a @ d of th or_Rond
Construction and Acquis on of the ect., There is hereby authorized the
refunding of the Prior Bonds and the construction and acquisition of the Project,
at an estimated cost of $1,769,109. The Issuer shall have obtained cthe

certificate of the Consulting Engineer in the form attached to the Loan
Application, such acquisition and construction of the Project 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 Project is
adequate for the purposes for which it was designed and the funding plan as
submitted to the Authority s sufficlent to pay the costs of acquisition and
construction of the Project. The proceeds of the Bonds hereby authorized shall

be applied as provided in Article IV hereof, respectively.
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ARTICLE III

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND SALE OF SERIES 1992 BONDS;
AUTHORIZATION AND EXECUTION OF LOAN AGREEMENT

Section 13.0l. Authorization of Bonds. For the purposes of

capitalizing interest on a portion of the Series 1992 Bonds, funding a reserve
account for each Series of Bonds, paylng the costs of refunding the Prior Bonda,
and paying Costs of the Project not otherwise provided for and paying certain
costs of issuance of the Original Bond and related costs, or any of such
purposes, as determined by a Supplemental Resolution, there shall be issued the
Series 1992 Bonds, in an aggregate principal amount of not more than $1,020,000,
Said Bonds shall be issued in two series, to be designated, "Water Revenue Bonds,
Series 1992 A" in the aggregate principal amount of not more than §$985,000, and
"Water Revenue Bonds, Series 1932 B" in the aggregate principal amount of not
more than $35,000, and shall have such terms as set forth hereinafter or in any
Supplemental Resolution. The proceeds of the Bonds remaining after the funding
of the costs of refunding the Prior Bonds and the funding of the Reserve Accounts
{(1f funded from Bond proceads) shall, subject to Section 5.02 hereof, bes
deposited in or credited to the Construction Fund established by Section 4.01

hereof.

Section 3.02. Terms of Bopnds. The Series 1992 A Bond shall be a
single registered bond numbered AR-1. The Series 1392 B Bond shall be a single

regiatered bond numbered BR-1. The Bonds shall bear interest at such rate or
rates, in no event to exceed 7.75% per annum, payable 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. The 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 Bonds shall be paid by check or draft of the Paying
Agent mailed to the registered owner thereof at the address as it appears on the
books of the Bond Registrar, or by such other methed as shall be wutually
agreeable so long as the Authority is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series
1992 Bonds shall be issued in the form of a single bond for each series, fully
registered to the Authority, with a debt service schedule attached, representing
the aggregate principal amount, and shall mature in principal installments, all
as provided in the Supplemental Resolution. The Bonds shall be exchangeable at
the option and expense of the Holder for other fully registered Bonds of the same
series Outstanding and being exchanged, with principal installments or
maturities, as applicable, corresponding to the dates of payment of principal
installments of said Bonds; provided, that the Authority shall not be obligated

to pay any expenses of such exchange.

Subsequent serles of Bonds, 1f any, shall be issued in fully
registered form and in denominations and at such interest rates and shall be
payable as determined by a Supplemental Resolution.
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Section 3.03. Execution of Bonds. The Bonda shall be executed in

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

Section 3.04. Authentication apnd Registration. No Bond shall be

valid or obligatory for any purpose or entitled to any security or bensfit under
this Bond Legislation unleass and until the Certificate of Authentication and
Registration on such Bond, substantially in the form set forth in Section 3.09
shall have been manually executed by the Bond Registrar. Any such executed
Certificate of Authentication and Registration upon any asuch 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 Bond shall be desmed 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, Subject to
the provisiona for transfer of registration set forth below, the Bonds shall be
and have all of the qualities and incidents of negotiable instruments under the
Uniform Commerciaml Code of the State of West Virginia, and each successive
Holder, in accepting any of sald Bond 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 any of the Bonds remain outstanding, the Bond Registrar
shall keep and maintain books for the registration and transfer of the Bonds.

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

owner or his duly authorized attorney.

In all cases 1n which the privilege of exchanging Bends or
transferring the registered Bonds are exerclsed, Bonds shall be delivered in
accordance with the provisions of this Bond Legislation, All Bonds surrendered
in any such exchanges or transfers shall forthwith be canceled by the Bond
Registrar. For every such exchange or transfer of Bonds, the Bond Registrar may
make a charge sufficient to reimburse it for any tax, fee or other governmental
charge required to be paid with respect to such exchange or transfer and the cost
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of preparing each new Bond upon each exchange or transfer, and any other expenses
of the Bond Registrar incurred in connection therewith, which sum or sums shall
be paid by the Issuer. The Bond Registrar shall not be obliged to make any such
exchange or transfer of Bonds during the pericd commencing on the 15th day of the
month preceding an interest payment date on the Bonds or, in the case of any
proposed redemption of Bonds; next preceding the date of the selection of Bonds
to be redeemed, and ending on such interest payment date or redemption date.

Section 3.06, dg Mu te estroyed t. In case
any Bond shall become mutilated or be destroyed, stolen or lost, the lssuer may,
in its discretion, issue, and the Bond Registrar shall, if so advised by the
Issuer, authenticate and deliver, a new Bond of the same series and of like tenor
as the Bonds so¢ mutilated, destroyed, stolen or lost, in exchange and
substitution for such mutilated Bond, upon surrender and cancellation of such
mutilated Bond, or in lieu of and substitution for the Bond destroyed, stolen or
lost, and upon the Holder’s furnishing satisfactory indemnity and complying with
such other reasonable regulations and conditions as the Issuer may prescribe and
paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds
so surrendered shall be canceled by the Bond Registrar and held for the account
of the Issuer. If any such Bond shall have matured or be about to maturs,
instead of issuing a substitute Bond, the Issuer may pay the same, upon being
indemmified as aforesaid, and if such Bond be lost, stolen or destroyed, without

surrender thereof.

Section 3.07. JBond not to be Indebtedpess of the Issuer. The Bond

shall not, in any event, be or constitute an indebtedness of the Issuer within
the meaning of any constitutional or statutory provision or limitation, but shall
be payable solely from the Net Revenues derived from the operation of the System
as herein provided and amounts, if any, in the Reserve Accounts. Noc holder or
holders of any of the Bonds shall ever have the right to compel the exercise of
the taxing power of the Issuer to pay the Bonds or the interest thereon.

Section 3.08. Bondsg Secured by FPledge of Net Revenues: Serjes 1932

B Bonds to be o a_to . The payment of the
debt service of all the Series 1392 A Bonds shall be secured forthwith equally
and ratably with each other, by a first lien on the net Revenues derived from the
System. The payment of the debt service of all the Series 1992 B Bonds shall
also be secured forthwith equally and ratably with each other by a lien on the
net Revenues derived from the System, but junior and subordinate to the lien on
such Net Revenues in favor of the Holders of the Series 1992 A Bonds. Such Net
Revenues in an amount sufficient to pay the principal of and interest on and
other payments for the Bonds and to make the payments into the Sinking Funds, the
Reserve Accounts therein and the Renewal and Replacement Fund hereinafter
established, are hereby irrevocably pledged to the payment of the principal of
and interest on the Bonds as the same become due.

Section 3.09. Form of Series 1992 Bonds. The text of the Serles
1992 Bonds shall be in substantially the following forms, with such omissions,
ingertions and variations as may be necessary and desirable and authorized or
permitted hereby, or by any Supplemental Resolution adopted prior to the issuance

thereo?:
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[FORM OF SERIES 1992 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGIKIA
TOWN OF OCEANA
SEWER REVENUE BOND, SERIES 1992 A

No. AR-1

KNOW ALL MEN BY THESE PRESENTS: That the TOWN OF OCEANA, WEST VIRGINIA,
a municipal corporation and political subdivision of the State of West Virginia
in Wyoming 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
(5 ) in installments on 1 of each year as set forth on the
"Schedule of Annual Debt Service" attached as Exhibit A hereto and incorporated
herein by reference with interest on each installment at the rate per annum set

forth on said Exhibit A.

The interest rate on each installment shall run from the original date of
delivery of this Bond to the Authority and payment therefor, and until payment
of such installment, and such interest shall be payable on 1 and
October 1 in each year, beginning 1, 19 . 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 One Valley Bank, National Association, Charleston, West Virginia,
as reglstrar (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 upon the
terma and conditions prescribed by, and otherwise in compliance with, the Loan
Agreement between the Issuer and the Authority, dated 19

This Bond is issued (i) to pay a portion of the costs of refunding the
outstanding Sewer Revenue Bonds of the Issuer dated July 1, 1964, in the original
aggregate principal amount of $335,000 (the "Prior Bonds™); (i{1) to pay a portion
of the costs of acquisition and construction of certain additions, betterments
and 1improvements to the existing sewerage facilities of the Issuer (the
"Project”); (11i) to pay interest on the Bonds of this series (the "Bonds")
during the construction of the Project and for not more than 6 months thereafter;
(iv) to fund a reserve account for the Bonds of this series:; and (v) to pay
certain costs of issuance hereof and related costs. The existing sewerage system
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of the Issuer, the Project, and any future additions, betterments or improvements
thereto, 1s herein called the "System". This Bond is issued under the authority
of and in full compliance with the Constitution and statutes of the State of West
Virginia, including particularly Chapter 16, Article 13 of the West Virginia Code
of 1931, as amended (the "Act"), and an Ordinance duly enacted on ,
1992, and a Supplemental Resolution, duly adopted by the Issuer on ,
19 (collectively called the "Bond Legislation"), and is sub}ect to all the
terms and conditions thereof. The Bond Legislation provides for the issuance of
additional bonds under certaln 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 of this Series (the "Bonds") under the Bond

Legislation.

THIS BOND IS ISSUED SENIOR AND PRIOR WITH RESPECT TO LIEN, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL RESPECTS, TO THE SEWER REVENUE
BONDS, SERIES 1992 B, OF THE ISSUER, DATED , 1992, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $ , (THE "SERIES 1992 B BONDS"), ALL
AS DESCRIBED IN THE BOND LEGISLATION.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Lagislation) to be derived from the operation of the
System, and from moneys in the reserve account created under the Bond Legislation
for the Bonds (the "Series 1992 A Bonds Reserve Account"), and unexpanded
proceeds of the Bonds. Such Net 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 aslde as a special fund hereby pledged for such purpose.
This Bond does not constltute a corporate lndebtedness 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 Net Revenues, the moneys in the Serles 1992 A
Bonds Reserve Account and unexpended Bond proceeds. 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, repsair and
maintenance of the System, and to leave a balance each year equal to at least
1158 of the amount required to pay the maximum amount due in any year of
principal of and interest on the Serles 1992 A Bonds and all other obligations
secured by or payable from such revenues prior to or on a parity with this Bond
or, if the Reserve Account for the Bond is funded (whether by proceeds of the
Bond, monthly deposits or otherwise) at an amount at least equal to the maximum
amount of principal and interest which will become due on the Series 1992 A Bonds
in any fiscal year, and any reserve account for such prior or parity obligations
1s funded at least at the requirement therefor, equal to at least 110% of the
amount required in any fiscal year for debt service on the Series 1992 A Bonds
and any such prier or parity obligations. The Issuer has entered into certain
further covenants with the registered owner of the Series 1992 A Bonds for the
terms of which reference 1s made to the Bond Legislation. Remedies provided the
registered owner of the Series 1992 A Bonds 1s exclusively as provided in the
Bond Legislation, to which reference is here made for a detalled description

thereof.
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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 wricing,
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.

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 the payment of the Costs of the
Project described in the Bond Legislation, and there shall be and hereby as
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 tc and in the
1ssuance of this Bond have existed, have happened, and have been performed in duas
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 revenues of the System has been pledged tc and will
be see .side into sald 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.

IN WITNESS WHEREOF, the TOWN OF OCEANA has caused this Bond to be signed
by its Mayor and its corporate seal to be hereunto affixed hereon and attested

by its Recorder, and has caused this Bond to be dated , 1992,
TOWN OF OCEANA, WEST VIRGINIA
[SEAL]
By
Mayor
ATTEST:
Recorder
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{Form of)

CERTIFICAIE OF AUTHENTICATION AND REGISIRATION

This Bond 18 one of the Series 1992 A Bonds described in the
within-mentioned Bond Legislation and has been duly registered in the name of the
registered owner set forth above.

Date:

ONE VALLEY BANK, NATIONAL ASSCCIATION,
as Registrar

By

Its Authorized Officer
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EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE
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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 an the premises,

Dated:

In the presence of:
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[FORM OF SERIES 1992 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
TOWN OF OCEANA
SEWER REVENUE BOND, SERIES 1992 B

No. BR-1 S

KNOW ALL MEN BY THESE PRESENTS: That the TOWN OF OCEANA, a municipal
corporation and political subdivision of the State of West Virginia in Wyoming
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 (S ), in annual
installments on 1 of each year as set forth on the "Schedule of Annual
Debt Service®™ attached as Exhibit A hereto and incorporated herein by referencs,

without interest.

Principal installments of this Bond are payable an 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 Commisasion,

Charleston, West Virginia (the "Paying Agent™).

This Bond may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority, and upon the
terms and conditions prescribed by, and otherwise in compliance with, the
Supplemental Loan Agreement between the Issuer and the Authority, dated ,

19

This Bond is issued (i) to pay a portion of the costs of refunding the
outstanding Sewer Revenue Bonds of the Issuer dated July 1, 1964, in the original
aggregate principal amount of $335,000 (the "Prior Bonds"); (ii) to pay a portion
of the costs of acquisition and construction of certain additions, betterments
and improvements to the existing sewerage facilities of the Issuer (the
"Project”); (iil) to pay interest on the Bonds of this series (the "Bonds™)
during the construction of the Project and for not more than 6 months thereafter;
(iv) to fund a reserve account for the Bonds of this series; and (v) to pay
certain costs of issuance hereof and related costs. The existing sewerage system
of the Issuer, the Project, and any future additions, betterments or improvements
thereto, is herein called the "System". This Bond is issued under the authority
of and in full compliance with the Constitution and statutes of the State of West
Virginia, including particularly Chapter 16, Article 13 of the West Virginia Code
of 1931, as amended (the "Act"), and an Ordinance duly enacted on .
1992, and a Supplemental Resolution, duly adopted by the Issuer on
19 (collectively called 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
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be pald and secured equally and ratably from and by the funds and revenues and
other security provided for the Bonds of this Series (the "Bonds") under the Bond

Legislation.

THIS BOND 1S ISSUED JUNIOR AND SUBORDINATE WITH RESPECT TO LIEN, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL RESPECTS, TO THE SEWER REVENUE
BONDS, SERIES 1992 A, OF THE ISSUER, DATED , 1992, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $ , (THE "SERIES 1992 A BONDS"), ALL
AS DESCRIBED IN THE BOND LEGISLATION,

This Bond is payable only from and secured by a pledge of a second lien on
the Net Revenues (as defined in the Bond Legislation) to be derived from the
operation of the System, moneys in the Reserve Account created under the Bond
Legislation (the "Series 1992 B Bond Reserve Account"), and unexpended proceeds
of the Bonds. Such Net 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 agide as a special fund hereby pledged for such purpose. This Bond does not
constitute a corporate indebtedness of the Issuer within the meaning of any
constitutional or statutory provisions or limitations, nor shall the Issuer be
obligated te pay the same, except from said special fund provided from the Net
Revenues, the moneys in the Series 1992 B Reserve Account and unexpendad Bond
proceeds. 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, repalr and at least 115% of the amount required to pay the maximum
amount due in any year of principal of and interest, if any, on the Series 1992
B Bonds and all other obligations secured by or payable from such revenues prier
to or on a parity with this Bond or, if the Reserve Account for the Bond is
funded (whether by proceeds of the Bond, monthly deposits or otherwise) at an
amount at least equal to the maximum amount of principal and interest which will
become due on the Series 1992 B Bonds in any fiscal year, and any reserve account
for such prior or parity obligatioms 1is funded at least at the requirement
therefor, equal to at least 110% of the amount required in any fiscal year for
debt service on the Series 1992 B Bonds and any such prior or parity obligations.
The Issuer has entered into certain further covenants with the registered owner
of the Series 1992 B Bonds for the terms of which reference is made te the Bond
Legislation. Remedies provided the registered owner of the Series 1992 B Bondas
is 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 West Virginia, as
registrar (the "Registrar") by the registered owner, or by its attorney duly
authorized in writing, upon the surrender of this Bond together with a written
instrument of transfer satisfactory to the Registrar duly executed by the
registered owner or its attorney duly authorized an writing.

Subject to the registration requirements as set forth herein, this Bond,
under the provision of the Act is, and has all the qualjities 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 the payment of the Costs of the
Project 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 the Bonds, which lien as subordinate to the lien in favor of

the registered owner of the Series 1992 A Bonds.

IT 1S HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and
things required to exist, happen and be performed precedent to and in the
issuance of this Bond have existed, have 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 revenues of the System has been
pledged to and will be set aside into said special fund by the Issuer for the

prompt payment of the principal of this Bond.

All provisions of the Bond Legislation, resolutions and statutes under
which this Bond is issued shall be deemed to be a part of the contract evidenced
by this Bond to the same extent as if written fully herein.

IN WITNESS WHEREOF, the TOWN OF OCEANA has caused this Bond to be signed
by its Mayor and its corporate seal to be hereunto affixed hereon and attested

by its Recorder and has caused this Bond to be dated , 1992,

[SEAL] TOWN OF OCEANA, WEST VIRGINIA

By

Mayor

ATTEST:

Recorder
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(Form of)

c 1C OF A 1C N REGIS N

This Bond is one of the Series 1992 B Bonds described in the
within-mentioned Bond Legislation and has been duly registered in the name of the
registered owner set forth above.

Date:

ONE VALLEY BANK, NATIONAL ASSOCIATION,
as Registrar

By

Its Authorized Officer
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EXHIBIT A

SCHEDULE OF ANNUAL DEBT SERVICE
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(Form of)

ASSIGNMENT

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

the within Bond and does hersby irrevocably constitute and appoint
, Attorney to tranafer the gaid Bond on the

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

Dated: , 19 .
In the presence of:

In the presence of:
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Section 3.10. Sale o e 9 Bopnds: Ra ation of Exe

o W . The Series 1992 Bonds
shall be sold to the Authority, pursuant to the terms and conditions of the Loan
Agreement. If not so authorized by previous resolution, the Chairman is

specifically authorized and directed to execute the Loan Agreement in
substantially the form attached hereto as "Exhibit A" and made a part hereof,
with such changes, insertions and omissions as may be approved by the Chairman,
the execution of which shall be conclusive evidence of such approval, and the
Secretary is directed to affix the seal of the Issuer, attest the same and
deliver the Loan Agreement to the Authority, and any such prior execution and
delivery is hereby authorized, ratified and approved. The Loan Agreement, as the
same may be amended and/or supplemented, and the terms and provisions therecf are
herein incorporated by reference thereto.
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Bank.

ARTICLE IV

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

Section 4.01. t 0 ds and W

The following special funds or accounts are created with and shall be held

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

{l) Revenue or Sewer Revenue Fund;
{(2) Operation and Maintenance Fund;
{3) Renawal and Replacement Fund;
{4) Construction Fund; and

{5) Rebate Fund,

Section 4.02. Establishment of Funds and Accounts with Commission.

The following special funds or accounts are hereby created with the Commission:

(1) Series 1992 A Bonds Sinking Fund,

{(a) Within the Series 1992 A Bonds Sinking Fund, the Series
1992 A Bonds Resarve Account.

(2) Series 1992 B Bonds Sinking Fund;

(a) Within the Series 1992 B Bonds Sinking Fund, the Series
1992 B Bonds Reserve Account.

Section 4.03. av H W

A. The entire Gross Revenues derived from the operation of the

System shall be deposited upon receipt in the Revenue Fund. The Revenue Fund
shall constitute a trust fund for the purposes provided in this Bond Legislation
and shall be kept separate and distinct from all other funds of the Issuer and
the Depository Bank and used only for the purposes and in the manner herein

provided.

{1) The Issuer shall first each month transfer from the

Revenue Fund to the Operation and Maintenance Fund the amount
necessary and sufficient to pay current Operating Expenses.

(2) The Issuer shall next, (i) on the first day of each month,

commencing 7 months prior to the first date of payment of interest
on the Series 1992 A Bonds, apportion and set apart out of the
Revenue Fund and remit to the Commission, for deposit in the Series
1992 A Bonds Sinking Fund, a sum equal to 1/6 of the amount of
interest which will become due on said Bond on the next ensuing
'semiannual Iinterest payment date; provided, that, in the event the
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period to elapse between the date of such initial deposit in the
Series 1992 A Bonds Sinking Fund and the next semiannual interest
payment date is less than 7 months, then such monthly payments shall
be increased proportionately to provide, one month prior to the next
semiannual interest payment date, the required amount of interest
coming due on such date, and (ii) on the first day of each month,
commencing 13 months prior to the first date of payment of principal
on the Bond, apportion and set apart out of the Revenue Fund and
remit to the Commission for deposit in the Series 1992 A Bonds
Sinking Fund, a sum equal to 1/12th of the amount of principal which
will mature and become due on said Bond on the next ensuing
principal payment date: provided that, in the event the period to
elapse between the date of such initial deposit in the Series 1992
A Bonds Sinking Fund and the next annual principal payment date is
less than 13 months then such monthly payments shall be increased
proportionately to provide, one month prior to the next annual
principal payment date, the required amount of principal coming due

on such date.

(3) The Ilssuer shall also, on the first day of each month,
conmencing 13 months prior to the first date of payment of principal
of the Series 1992 A Bond, if not fully funded upon issuance of the
Bond, apportion and set apart out of the Revenue Fund and remit to
the Commission for deposit in the Series 1992 A Bond Reserve
Account, an amount equal to 1/120 of the Series 1992 A Bond Reserve
Requirement; provided, that no further payments shall be made into
the Series 1992 A Bond 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 1992 A Bond Reserve

Requirement.

(4) From the moneys remaining in the Revenue Fund, the Issuer
shall next, on the first day of each month, transfer to the Renewal
and Replacement Fund, a sum equal to 2 1/2% of the Gross Revenues
each month, exclusive of any payments for account of the Series 1992
A Bonds Reserve Account. All funds in the Renewal and Replacement
Fund shall be kept apart from all other funds of the Issuer or of
the Depository Bank and shall be invested and reinvested in
accordance with Article VII hereof. Withdrawals and disbursements
may be made from the Renewal and Replacement Fund for replacements,
emergency repairs, improvements or extensions to the System;
provided, that any deficiencies in the Series 1992 A Bonds Reserve
Account [except to the extent such deficiency exists because the
required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the maximum
extent required hereof,] shall be promptly eliminated with moneys
from the Renewal and Replacement Fund.

(5) The Issuer shall next, on the first day of each month,
commencing 13 months prior to the first date of payment of principal on
the Series 1992 B Bonds, apportion and set apart out of the Revenue Fund
end remit to the Commission for deposit in the Series 1992 B Bonds Sinking
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Fund, a sum equal to 1/12th of the amount of principal which will mature
and become due on said Bond on the next ensuing principal payment date:
provided that, in the event the period to elapse between the date of such
initial deposit in the Series 1992 B Bonds Sinking Fund and the next
annual principal payment date is less than 13 months then such monthly
payments shall be increased proportionately to provide, one month prior to
the next annual principal payment date, the required amount of principal

coming due on asuch date,

(6) The Issuer shall also, on the first day of each month,
commencing 13 months prior to the first date of payment of principal of
the Series 1992 B Bond, if not fully funded upon issuance of the Bond,
apportion and set apart out of the Revenue Fund and remit to the
Commission for deposit in the Series 1992 B Bond Reserve Account, an
amount equal to 1/120 of the Series 1992 B Bond Reserve Requirement:
provided, that no further payments shall be made into the Series 1992 B
Bond Ressrve Account when there shall have been deposited therein, and as
long ss there shall remain on deposit therein, an amount equal teo the

Series 1992 B Bond Reasrve Requirement.

Moneys in the Series 1992 A Bonds Sinking Fund shall be used
only for the purposes of paying principal of and interest, i{f any,
on the respective series of Bonds as the same shall become due.
Moneys in the Series 1992 A Bonds Reserve Account and the Serieas
1992 B Bonds Reserve Account shall be used only for the purpose of
paying principal of and interest, if any, on the respective gsries
of Bonds, as the same shall come due when other moneys in the
attendant Sinking Fund are insufficlent therefore, and for no other

purpose.

Except to the extent transferred to the Rebate Fund at the
request of the Issuer, all investment earnings on moneys in the
Sinking Funds and Reserve Accounts 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
Construction 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 payments, if any, due on the
respective Series of Bonds, and then to the next ensuing principal

payments due thereon.

Except with respect to transfers to the Rebate Fund permitted
hereunder, any withdrawals from the Series 1992 A Bonds Reserve
Account which result in a reduction in the balance of the Series
1992 A Bonds Reserve Account to below the Series 1992 A Bonds
Reserve Requirement shall be subsequently restored from the first
Net Revenues available after all required payments have been made in
full, to the Series 1992 A Bonds Sinking Fund for payment of debt
service on the Series 1992 A Bonds have been paid in full.

Except with respect to transfers to the Rebate Fund permitted
hereunder, any withdrawals from the Series 1992 B Bonds Reserve
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Account which result in a reduction in the balance of the Series
1992 B Bonds Reserve Account to below the Series 1992 B Bonds
Reserve Requirement shall be subsequently restored from the first
Net Revenues available after all required payments have been made in
full, to the Series 1992 A Bonds Sinking Fund, the Series 1992 4
Bonds Reserve Account, the Renewal and Replacement Fund and the
Series 1992 B Bonds Sinking Fund have been paid in full,

As and when additional Bonds ranking on a parity with the
Bonds are issued, provision shall be made for additional payments
into the respective Sinking Funds sufficient to pay the intereat on
such additional parity Bonds and accomplish retirement thereof at
maturity and to accumulate a balance in the appropriate reserve
account in an amount equal to the maximum provided and required to
be paid into the concomitant Sinking Fund in any year for account of
the Bonds of such series, including such additional Bonds which by
their terms are payable from such Sinking Fund.

The Issuer shall not be required to make any further payments
into the Series 1992 A Bonds Sinking Fund, the Series 1992 B Bonds
Sinking Fund or into the Reserve Accounts therein when the aggregate
apount of funds in said Sinking Funds and Reserve Accounts are at
least equal to the aggregate principal amount of the respective
Bonds 1ssued pursuant to this Bond Legislation then Outstanding and
all interest to accrue until the maturity thereof.

The Commission is hereby designated as the fiscal agent for
the adminiscration of the Sinking Funds created hereunder, and all
arounts required for said Sinking Funds shall be remitted to the
Commission from the Revenue Fund by the Issuer at the times provided

herein.

The payments into the Sinking Funds shall be made on the first
day of esch month, except that when the first day of any month shall
be a Sunday or legal holiday then such payments shall be made on the
next succeeding business day, and all such payments shall be
remitted to the Commission with appropriate inatructions as to the
custody, use and application thereof consistent with the provisions

of this Bond Legislation.

Moneys 1In the Reserve Accounts shall be invested and
reinvested by the Commission in accordance with Section 7.0l hereof.

The Sinking Funds, including the Reserve Accounts therein,
shall be used solely and only for, and are hereby pledged for, the
purpose of servicing the Bonds and any additional Bonds ranking on
a parity therewith that may be 1issued and Outstanding under the
conditions and restrictions hereinafter set forth.

B. Whenever all of the required and provided transfers and payments
from the Revenue Fund into the several special funds, as hereinbefore provided,
are current and there remains in said Revenue Fund a balance in excess of the
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estimated amounts required to be so transferred and paid into the Sinking Funds,
including the Reserve Accounts therein and the Renewal and Replacement Fund
during the following month or such other period as required by law, such excess
shall be considered Surplus Revenues. Surplus Revenues may be used for any

lawful purpose of the System,

C. 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 additional sums as shall be necessary to pay the
Commission’s fees, the Depository Bank’s charges and the Peying Agent fees then

due.

D. The moneys in excess of the sum insured by the maximum amounts
insured by FDIC in the Revenue Fund and the Renewal and Replacement Fund 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.

E. If on any 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 othervise be required to be made into the funds and
accounts on the subsequent payment dates; provided, however, that the priority
of curing defici{encies in the funds and accounts herein shall be in the same
order as payments are to bs made pursuant to this Section 4.03 and the Net
Revenues shall be applied to such deficiencies before being applied to any other

payments hersunder.

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

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

H. Al]l Tap Fees shall be deposited by the Issuer, as received, in the
Construction Fund, and following completion of the Project, shall be deposited
in the Revenue Fund and may be used for any lawful purpose of the System.
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ARTICLE V
BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 5.01. [Pled ded d Proceeds. From the monesys
received from time to time from the sale of the Original Bonds, the following
amounts shall be first deducted and deposited in the order set forth below:

A, From the proceeds of the Series 1992 A Bonds, there shall first bae
paid any and all borrowings by the Issuer made for the purpose of temporarily
financing a portion of the Coats of the Project, including interest accrusd

thereon to the date of such payment.

B. From the proceeds of the Series 1992 A Bonds, in accordance with
the terms of the Escrow Agreement, there shall next be paid to the holder of the
Prior Bonds the amount necessary to refund the Prior Bonds and release the lien

of the Prior Resolution.

C. From the proceeds of the Series 1992 A Bonds, there shall next be
deposited with the Commission in the Series 1992 Bonds Sinking Fund, the amount,
if any, specified in the Supplemental Resolution as capitalized interest;
provided, that such amount may not exceed the amount necessary to pay i{intersst
on the Series 1992 A Bonds for the period commencing on the date of issuance of
the Bonds and ending 6 months after the estimated date of completion of

construction of the Project.

D. Next, from the proceeds of the Series 1992 A Bonds, there shall be
deposited with the Commission in the Series 1992 A Bonds Reserve Account and from
the proceeds of the Series 1992 B Bonds, there shall be deposited with the
Commission in the Series 1992 B Bonds Reserve Account the respective sums, if
any, set forth in the Supplemental Resolution for funding of the Reserve

Accounts.

E. The remaining moneys derived from the sale of the Bonds shall be
deposited with the Depository Bank in the Construction Fund and applied sclely
to payment of Costs of the Project in the manner set forth in Section 5.02.

F. The Depository Bank shall act as a trustee and fiduciary for the
Bondholder with respect to the Construction Fund and shall comply with all
requirements with respect to the disposition of the Construction Fund set forth
in the Bond Legislation. Moneys in the Construction Fund shall be used solely
to pay Costs of the Project and until so expended, are hereby pledged as
additional security for the Series 1992 A Bonds, and thereafter for the Series

1992 B Bonds,. ;

Section 5.02. Disbursements From the Construction Fund. Payments for

Costs of the Project shall be made monthly.

Disbursements from the Construction Fund, except for the costs of
issuance of the Original Bonds, which shall be made upon request of the Issuer,
shall be made only after submission to the Depository Bank of a certificate,
signed.by an Authorized Officer and the Consulting Engineers, stating:
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(A) That none of the items for which the payment 1s proposed to be
made has formed the basis for any disbursement theretofore made;

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

Project;

(C) That each of such coats has been otherwise properly incurred; and

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

In case any contract provides that the retention of a portion of tha
contract price, the Depository Bank shall disburse from the Construction Fumd
only the net amount remaining after deduction of any such portion. All payments
made from the Construction Fund shall be presumed by the Depository Bank to ba
made for the purposes set forth in said certificate, and the Depository Bank
shall not be required to monitor the application of disbursements from the
Construction Fund. The Consulting Engineers shall from time to time file with
the Depository Bank written statements advising the Depository Bank of its then

authorized representative,

Pending such application, moneys in the Construction Fund, including
any accounts therein, shall be invested and reinvested in Qualified Investments

at the direction of the Issuer.

After completion of the Project, as certified by the Consultimg
Engineers, the Depository Bank shall transfer any moneys remaining in the
Construction Fund to the Series 1992 A Bonds Reserve Account, and when fully
funded to the Series 1992 B Bonds Reserve Account, and wvhen both Resarve Accounts
are fully funded, shall return such remaining moneys to the Issuer for deposit
in the Revenus Fund. The Issuer shall thereafter, apply such moneys in full,
first to t