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SOUTH PUTNAM PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE REFUNDING OF THE
OUTSTANDING WATER REVENUE BONDS OF SOUTH
PUTNAM PUBLIC SERVICE DISTRICT AND THE
ACQUISITION AND CONSTRUCTION OF IMPROVEMENTS
AND EXTENSIONS TO THE EXISTING PUBLIC
WATERWORKS SYSTEM OF SOUTH PUTNAM PUBLIC
SERVICE DISTRICT AND THE FINANCING OF THE COST,
NOT OTHERWISE PROVIDED, THEREOF THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$6,440,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 1999 A
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY),
AND NOT MORE THAN $5,425,000 IN AGGREGATE
PRINCIPAL AMOUNT OF WATER REVENUE BONDS,
SERIES 1999 B (WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY); 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 AND
RATIFYING LOAN AGREEMENTS RELATING TO THE
SERIES 1999 A BONDS AND SERIES 1999 B BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE. PUBLIC SERVICE BOARD OF SOUTH
PUTNAM PUBLIC SERVICE DISTRICT :
ARTICLE I
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS
Section 1.01. Authority for this Resolution. This Resolution (together
with any order or resolution supplemental hereto or amendatory hereof, the "Bond
Legislation") is adopted pursmant to the provisions of Chapter 16, Article 13A of the

West Virginia Code of 1931, as amended (the "Act"), and other applicable provisions of law.

Section 1.02. Findings. Itishereby found, determined and declared that:
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A, South Putnam Public Service District (the "Issuer”) is a public service
district and a public corporation and political subdivision of the State of West Virginia in
Putnam County of said State.

B.  The Issuer presently owns a public waterworks system. However, it is
deemed necessary and desirable for the health and welfare of the inhabitants of the Issuer that
there be acquired and constructed certain improvements and extensions to the existing public
waterworks system of the Issuer, including the acquisition of the assets of Kanawha QOrchard
Public Service District and the construction of water mains and a booster pump, together with
all appurtenant facilities (collectively, the aforementioned acquisition and construction are
referred to herein as the "Project”) (the existing public waterworks system of the Issuer, the
Project and any further improvements or extensions 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 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 Bonds, and to make
payments into all funds and accounts and other payments provided for herein, all as such
terms are hereinafter defined.

D.  The Issuer has determined that, by refunding its outstanding water
revenue bonds, it can achieve significant savings and remove burdensome covenants in the
resolutions approving the Prior Bonds. The Issuer has the following water revenue bonds
outstanding (i) Water Revenue Bonds, Series 1978, dated December 18, 1978 (the "Series
1978 Bonds"), issued in the original aggregate principal amount of $460,000; (ii) Water
Revenue Bonds, Series 1989 A, dated June 27, 1989 (the "Series 1989 A Bonds"), issued in
the original aggregate principal amount of $880,000; (iii) Water Revenue Bonds, Series 1989
B, dated June 27, 1989 (the "Series 1989 B Bonds"), issued in the original aggregate
principal amount of $54,475.03; (iv) Water Revenue Bonds, Series 1990 A, dated October
23, 1990 (the "Series 1990 A Bonds"), issued in the original aggregate principal amount of
$1,750,000; (v) Water Revenue Bonds, Series 1990 B, dated October 23, 1990 (the "Series
1990 B Bonds"), issued in the original aggregate principal amount of $250,000; and (vi)
Water Revenue Bonds, Series 1998 A, dated April 14, 1998 (the "Series 1998 A Bonds"),
issued in the original aggregate principal amount of $1,701,172.93, (collectively, the "Prior
Bonds").

E.  Itis deemed necessary for the Issuer to issue its Water Revenue Bonds,
Series 1999 A (West Virginia Water Development Authority), in the aggregate principal
amount of not more than $6,440,000 (the "Series 1999 A Bonds"}, and Water Revenue
Bonds, Series 1999 B (West Virginia Water Development Authority), in the aggregate
principal amount of not more than $5,425,000 (the "Series 1999 B Bonds") (collectively, the
"Series 1999 Bonds"), to permanently finance the costs of acquisition and construction of the
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Project and the costs of currently refunding the Prior Bonds. The remaining costs of the
Project shall be funded from the sources set forth in Section 2.01 hereof. Said costs shall be
deemed to include the cost of all property rights, easements and franchises deemed necessary
or convenient therefor; interest upon the Series 1999 A Bonds prior to and during acquisition
and construction of the Project and for a period not exceeding 6 months after completion of
acquisition and construction of the Project; amounts which may be deposited in the Reserve
Accounts (as hereinafter defined); amounts payable to the holder of the Prior Bonds to
currently refund the Prior Bonds; 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 Project, administrative
expense, commitment fees, fees and expenses 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 1999 Bonds and such other expenses as
may be necessary or incidental to the financing herein authorized, the acquisition or
construction of the Project and the placing of same in operation, the refunding of the Prior
Bonds 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 1999 Bonds or the repayment of
indebtedness incurred by the Issuer for such purposes shall be deemed Costs of the Project,
as hereinafter defined.

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

G.  Itisin the best interests of the Issuer that its Series 1999 A Bonds and
Series 1999 B Bonds be sold to the Authority pursuant to the terms and provisions of loan
agreements to be entered into between the Issuer and the Authority, in form satisfactory to
the Issuer and the Authority, as shall be approved by the Supplemental Resolution of the
Issuer.

H.  There is an outstanding obligation of the Issuer which will rank junior
and subordinate to the Series 1999 Bonds as to liens, pledge and source of and security for
payment, being the Issuer's Water System Note, Series 1997 (the "Series 1997 Note"), dated
October 30, 1997, issued in the original principal amount of not to exceed $250,000. The
Issuer has obtained the consent of the Holder of the Series 1997 Note to the issuance of the
Series 1999 Bonds senior and prior to the lien on Surplus Revenues in favor of the Holder
of the Series 1997 Note. Following the refunding of the Prior Bonds and other than the
Series 1997 Note, there are no outstanding bonds or obligations of the Issuer which are
secured by revenues or assets of the System.

L The Issuer has complied with all requirements of West Virginia law and
the Loan Agreements relating to authorization of the acquisition, construction and operation
of the Project and the System, the refunding of the Prior Bonds, and issuance of the
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Series 1999 Bonds, or will have so complied prior to issuance of any thereof, including,
among other things and without limitation, the approval of the Project and the financing
thereof by the West Virginia Infrastructure and Jobs Development Council, the obtaining of
a certificate of public convenience and necessity and approval of this financing and necessary
user rates and charges described herein from the Public Service Commission of West Virginia
by final order, the time for rehearing and appeal of which will either have expired prior to
the issuance of the Series 1999 Bonds or such final order will not be subject to appeal or
rehearing.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 1999 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 1999 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. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

"Authority” means the West Virginia Water Development Authority, which is
expected to be the original purchaser and Registered Owner of the Series 1999 A Bonds and
the Series 1999 B Bonds, or any other agency of the State of West Virginia that succeeds to
the functions of the Authority.

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

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

"Bond Legislation," "Resolution," "Bond Resolution" or "Local Act" means this
Bond Resolution and all 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 assigns.

CH324321.1



"Bond Year" means the 12-month period beginning on the amniversary 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" means, collectively, the Series 1999 Bonds and any bonds on a parity
with the Series 1999 Bonds subsequently issued hereunder or pursuant to another resolution
of the Issuer. :

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

"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.

"Consulting Engineers” means Howard K. Bell Consulting Engineers, Inc.,
Lexington, Kentucky, or any engineer or firm of engineers, licensed by the State, that shal}
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.

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

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

"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" or "Board" means the public service board of the Issuer, as
it may now or hereafter be constituted.

"Government Obligations" means direct obligations of, or obligations the timely

payment of the principal of and interest on which is guaranteed by, the United States of
America.
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"Grants" means any Grant received by the Issuer for the Project.

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

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

"Independent Certified Public Accountants” means any certified public
accountant or firm of certified public accountants that shall at any time hereafter be retained
by the Issuer to prepare an independent 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 any security (as said 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 is not located within the
jurisdiction of the Issuer and which is not acquired to implement a court ordered or approved
housing desegregation plan, 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 Section 57(a)(5)(C) of the Code.

"Issuer” means South Putnam Public Service District, a public service district,
a public corporation and a political subdivision of the State of West Virginia, in Putnam
County of said State and, unless the context clearly indicates otherwise; includes the
Governing Body of the Issuer.

"Loan Agreements" means, collectively, the Loan Agreements to be entered
into between the Authority and the Issuer, providing for the purchase of the Series 1999 A
Bonds and the Series 1999 B Bonds, respectively, from the Issuer by the Authority, the forms
of which shall be approved, and the execution and delivery by the Issuer authorized and
directed or ratified by the Supplemental Resolution.

"Net Proceeds" means the face amount of each series of Bonds, plus accrued
interest and premium, if any, less original issue discount, if any, and less proceeds, if any,
deposited in the Reserve Account for such series. 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 such series, without regard to whether or not such investment
is made in tax-exempt obligations. '
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"Net Revenues” means the balance of the Gross Revenues, remaining after
deduction only 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 1999 Bonds and is not acquired
in order to carry out the governmental purpose of the Series 1999 Bonds.

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

"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 said 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 X hereof; and (iv) for purposes of consents or other action
by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds which may be 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 1999 A Bonds and the Series 1999 B Bonds in the Supplemental Resolution.

"Prior Bonds" means the Issuer's Water Revenue Bonds, Series 1978, Series
1989 A, Series 1989 B, Series 1990 A, Series 1990 B and Series 1998 A, as described in
Section 1.02D hereof.

"Private Business Use" means use directly or indirectly in a trade or business
carried on by a natural person, including all persons "related" to such person within the
meaning of Section 144(a)(3) of the Code, or in any activity carried on by a person other than
a nawral person, including all persons "related" to such person within the meaning of

CH324321.1



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 proceeds of the issue and/or proceeds used for "qualified improvements,”
if any.

"Program” means the Authority's loan program, under which the Authority
purchases the water development revenue bonds of local governmental entities satisfying
certain legal and other requirements with the proceeds of water development revenue bonds
of the Authority.

"Project” means the Project as described in Section 1.02B hereof.
"Qualified Investments" means and includes any of the following:
(a) Government Obligations;

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

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

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

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

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

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

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

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

"Rebate Fund" means the Rebate Fund established by Section 5.01 hereof.
"Registrar” means the Bond Registrar,

"Regulations” means temporary and permanent regulations promulgated under
the Code or any predecessor to the Code.
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"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established by Section 5.01 hereof.

"Reserve Accounts” means, collectively, the Series 1999 A Bonds Reserve
Account and the Series 1999 B Bonds Reserve Account.

"Reserve Requirement” means, collectively, the respective amounts required
to be on deposit in the Series 1999 A Bonds Reserve Account and the Series 1999 B Bonds
Reserve Account.

"Revenue Fund" means the Revernue Fund established by the Section 5.01
hereof.

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

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

"Series 1999 A Bonds" means the not more than $6,440,000 in aggregate
principal amount of Water Revemue Bonds, Series 1999 A (West Virginia Water
Development Authority), of the Issuer, authorized by this Resolution.

"Series 1999 A Bonds Construction Trust Fund " means the Series 1999 A Bonds
Construction Trust Fund established by Section 5.01 hereof.

"Series 1999 A Bonds Reserve Account” means the Series 1999 A Bonds
Reserve Account established by Section 5.02 hereof.

"Series 1999 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 1999 A Bonds in the then current or any succeeding year.

"Series 1999 A Bonds Sinkihg Fund" means the Series 1999 A Bonds Sinking
Fund established by Section 5.02 hereof,

"Series 1999 B Bonds" means the not more than $5,425,000 in aggregate
principal amount of Water Revenue Bonds, Series 1999 B (West Virginia Water Development
Authority), of the Issuer, authorized by this Resolution.

"Series 1999 B Bonds Refunding Trust Fund means the Series 1997 B Bonds
Refunding Trust Fund established by Section 5.01 hereof.
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“Series 1999 B Bonds Reserve Account" means the Series 1999 B Bonds
Reserve Account established by Section 5.01 hereof.

“Series 1999 B Bonds Reserve Requirement” means, as of any date of
calculation, the maximum amount of principal and interest which will become due on the
Series 1999 B Bonds in the then current or any succeeding year.

"Series 1999 B Bonds Sinking Fund” means the Series 1999 B Bonds Sinking
Fund established by Section 5.02 hereof.

"Series 1997 Note" means the Issuer’s Water System Note, Series 1997,
described in Section 1.02H hereof.

"State” means the State of West Virginia.

"Supplemnental Resolution” means any resolution or order of the Issuer
supplementing or amending this Resolution and, when preceded by the article "the," refers
specifically to the supplemental resolution or resolutions authorizing the sale of the
Series 1999 Bonds; provided, that any matter intended by this Resolution to be included in
the Supplemental Resolution with respect to the Series 1999 Bonds, and not so included, may
be included in another Supplemental Resolution.

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

"System" means the complete public waterworks system of the Issuer, as
presently existing in its entirety or any integral part thereof, and all waterworks facilities
owned by the Issuer and all facilities and other property of every nature, real or personal,
now or hereafter owned, held or used in connection with the waterworks system, and shall
include the Project and anmy additions, improvements and extensions thereto hereafter
constructed or acquired for said system from any sources whatsoever.

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

CH324321.1
12



ARTICLE II

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

Section2.01. Authorization of Acquisition and Construction of the Project
and Refunding of the Prior Bonds. There is hereby authorized and ordered the refunding of
the Prior Bonds, at an estimated cost of $5,348,301.64, and the acquisition and construction
of the Project, at an estimated cost of $6,843,598, in accordance with the plans and
specifications which have been prepared by the Consulting Engineers, heretofore filed in the
office of the Governing Body. The proceeds of the Series 1999 Bonds hereby authorized
shall be applied as provided in Article VI hereof. The Issuer has received bids and will enter
into contracts for the acquisition and construction of the Project, compatible with the
financing plan submitted to the Authority.

The cost of the Project is estimated to be $6,844,217.23, of which $6,440,000
will be obtained from proceeds of the Series 1999 A Bonds, $154,217.23 will be obtained
from proceeds of the Series 1999 A Bonds, $50,000 will be obtained from a grant by the
State of West Virginia, $50,000 will be obtained from a grant by The County Commission
of Putnam County, $64,861.17 will be obtained from funds of Kanawha Orchard Public
Service District and $303,598 will be obtained from other monies of the Issuer.

The cost of refunding the Prior Bonds is estimated to be $5,348,301.64 which
will be obtained from proceeds of the Series 1999 B Bonds in the amount of $5,270,782.77
and a transfer from the debt service reserve fund for the Prior Bonds in the amount of
$77,518.87.
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ARTICLE III

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

Section 3.01. Authorization of Bonds. For the purposes of capitalizing
interest on the Series 1999 Bonds, funding reserve accounts for the Series 1999 Bonds,
paying Costs of the Project not otherwise provided for and paying certain costs of issuance
of the Series 1999 Bonds and related costs, or any or all of such purposes, as determined by
the Supplemental Resolution, there shall be and hereby are authorized to be issued negotiable
Series 1999 Bonds of the Issuer. The Series 1999 Bonds shall be issued in two series, each
as a single bond, designated respectively as "Water Revenue Bonds, Series 1999 A
(West Virginia Water Development Authority)," in the principal amount of not more than -
$6,440,000, and "Water Revenue Bonds, Series 1999 B (West Virginia Water Development
Authority),” in the principal amount of not more than $5,425,000, and both shall have such
terms as set forth hereinafter and in the Supplemental Resolution. The proceeds of the
Series 1999 Bonds remaining after funding of the Reserve Accounts (if funded from Bond
proceeds) and capitalization of interest on the Series 1999 Bonds, if any, shall be deposited
in or credited to the Series 1999 A Bond Construction Trust Fund and Series 1999 B Bond
Refunding Trust Fund established by Section 5.01 hereof and applied as set forth in
Article VI hereof.

Section 3.02. Terms of Bonds. A. The Series 1999 A Bonds shall be
issued in such principal amounts, shall bear interest at such rate or rates, not exceeding the
then legal maximum rate, payable semiannually on such dates; shall mature on such dates and
in such amounts; and shall be redeemable, in whole or in part, all as the Issuer shall prescribe
in the Supplemental Resolution or as specifically provided in the Loan Agreements. The
Series 1999 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 1999 A 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 method as shall be mutually agreeable so long as the Authority is the
Registered Owner thereof.

B. The Series 1999 B Bonds shall be issued in such principal amounts, shall
bear interest at such rate or rates, not exceeding the then legal maximum rate, payable
semiannually on such dates; shall mature on such dates and in such amounts; and shall be
redeemable, in whole or in part, all as the Issuer shall prescribe in the Supplemental
Resolution or as specifically provided in the Loan Agreements. The Series 1999 B Bonds
shall be payable as to principal at the office of the Paying Agent, in any coin or currency
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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 1999 B
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
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 1999
Bonds shall be issued in the form of a single bond for each series, fully registered to the
Authority. The Series 1999 Bonds shall be exchangeable at the option and expense of the
Registered Owner for another fully registered Bond or Bonds of the same series in aggregate
principal amount equal to the amount of said Bonds then Outstanding and being exchanged,
with principal installments or maturities, as applicable, corresponding to the dates of payment
of principal installments of said Bonds; provided, that the Authority shall not be obligated to
pay any expenses of such exchange,

Subsequent series of Bonds, if any, shall be issued in fully registered form and
in denominations as determined by a Supplemental Resolution. The Bonds shall be dated as
of the date specified in a Supplemental Resolution and shall bear interest from such date.

Section 3.03. Execution of Bonds. The Series 1999 Bonds shail be
executed in the name of the Issuer by the Chairman, and the seal of the Issuer shall be affixed
thereto or imprinted thereon and attested by the Secretary. In case any one or more of the
officers who shall have signed or sealed the Series 1999 A Bonds shall cease to be such
officer of the Issuer before the Series 1999 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 1999 Bonds may be signed and sealed on behalf of the Issuer by such
person as at the actual time of the execution of such Bonds shall hold the proper office in the
Issuer, although at the date of such Bonds such person may not have held such office or may
not have been so authorized.

Section 3.04. Authentication and Registration. The Bond Registrar for
the Series 1999 Bonds shall be the bank or other entity to be designated as such in the
Supplemental Resolution and its successors and assigns. No Series 1999 Bond shali be valid
or obligatory for any purpose or entitled to any security or benefit under this Bond
Legislation unless and until the Certificate of Authentication and Registration on such Bond,
substantially in the forms set forth in Section 3.10 shall have been manually executed by the
Bond Registrar. Any such executed Certificate of Authentication and Registration upon any
Series 1999 Bond shall be conclusive evidence that such Series 1999 Bond has been
authenticated, registered and delivered under this Bond Legislation. The Certificate of
Authentication and Registration on any Series 1999 Bond shail be deemed to have been
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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 Series 1999 Bonds issued hereunder.

Section 3.05. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Series 1999 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 1999 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 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 in which the privilege of exchanging Bonds or transferring the
registered Bonds are exercised, 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 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 period commencing on the 15th day of the month next preceding an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the 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
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 (where
applicable) 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
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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 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.

Bonds shall not, in any event, be or constitute an indebtedness of the Issuer within the
meaning of any constitutional or statutory provision or limitation, but shall be payable solely
from the Net Revenues derived from the operation of the System as herein provided. No
Holder or Holders of the Series 1999 Bonds shall ever have the right to compel the exercise
of the taxing power of the Issuer, if any, to pay the Series 1999 Bonds or the interest thereon.

Section 3.07. Bonds not to be Indebtedness of the Issuer. The Series 1999

i STl et § ATS N o L AN Y AL

respect to Series 1997 Note. The payment of the debt service of the Series 1999 A Bonds
and the Series 1999 B Bonds shall be secured forthwith equally and ratably with each other
by a first lien on the Net Revenues derived from the System, senior and prior to the lien on
Surplus Revenues in favor of the Holder of the Series 1997 Note. Such Net Revenues in an
amount sufficient to pay the principal of and interest on and other payments for the Bonds and
to make all other payments provided for in the Bond Legislation, are hereby irrevocably
pledged to such payments as they become due.

Section 3.09. Delivery of Bonds. A. The Issuer shall execute and deliver
the Series 1999 Bonds to the Bond Registrar, and the Bond Registrar shall authenticate,
register and deliver the Series 1999 Bonds to the original purchasers upon receipt of the
documents set forth below:

(1)  If other than the Authority, a list of the names in
which the Series 1999 Bonds are to be registered upon original
issuance, together with such taxpayer identification and other
information as the Bond Registrar may reasonably require;

(2)  Arequestand authorization to the Bond Registrar on
behalf of the Issuer, signed by an Authorized Officer, to
authenticate and deliver the Series 1999 Bonds to the original
purchasers;

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

(4)  Anexecuted copy of the Loan Agreements;
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(5) A receipt from the United States Department of
Agriculture, Rural Utilities Service, reflecting payment in full
of the Issuer’s Prior Bonds; and

(6)  The unqualified approving opinion of bond counsel
on the Series 1999 Bonds.

Section 3.10. Form of Bonds. The text of the Series 1999 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 1999 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SOUTH PUTNAM PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1999 A
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY)

No. AR- ' $

KNOW ALL MEN BY THESE PRESENTS: That SOUTH PUTNAM PUBLIC
SERVICE DISTRICT, a public corporation and political subdivision of the State of
West Virginia in Putnam 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 (§ ), in installments
on October 1 of each year, beginning October 1, 199 __, 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 on each installment shail run from the original date of delivery of
this Bond to the Authority and payment therefor, and until payment of such installment, such
interest shall be payable on April 1 and October 1 in each year, beginning 1,199 .
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 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 upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreements between
the Issuer and the Authority, dated June 16, 1999.

This Bond is issued to provide funds, along with other available monies of the
Issuer (i) to pay the costs of acquisition and construction of certain improvements and
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extensions to the existing public waterworks system of the Issuer (the "Project”); (ii) 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; (iii) to fund a reserve account for the Bonds; and
(iv} to pay certain costs of issuance hereof and related costs. The existing public waterworks
system of the Issuer, the Project and any further improvements or extensions thereto are
herein called the "System." This Bond is issued under the authority of and in full compliance
with the Constitution and statutes of the State of West Virginia, including particularly
Chapter 16, Article 13A of the West Virginia Code of 1931, as amended (the "Act"), and a
Bond Resolution duly adopted by the Issuer on June 15, 1999, and a Supplemental Resolution
duly adopted by the Issuer on June 15, 1999 (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 WATER REVENUE BONDS, SERIES 1999 B (WEST
VIRGINIA WATER DEVELOPMENT AUTHORITY), DATED THE DATE HEREOF,
ISSUED CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $5,425,000 (THE "SERIES 1999 B BONDS"), AND SENIOR AND PRIOR
TO THE ISSUER’S WATER SYSTEM NOTE, SERIES 1997, DATED OCTOBER 30,
1997, ISSUED IN THE PRINCIPAL AMOUNT OF NOT TO EXCEED $250,000 (THE
"SERIES 1997 NOTE").

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a
parity with the pledge of Net Revenues in favor of the holders of the Series 1999 B Bonds,
and from moneys in the reserve account created under the Bond Legislation for the Bonds
(the "Series 1999 A Bonds Reserve Account”) and unexpended proceeds of the Bonds, and
senior and prior to the lien on Surplus Revenues in favor of the Holder of the Series 1997
Note. 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 shall be set aside 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 to pay the same or the interest hereon except from said special fund
provided from the Net Revenues, the moneys in the Series 1999 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 115% of the
maximum amount payable in any year for principal of and interest on the Bonds and all other
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obligations secured by a lien on or payable from such revenues prior to or on a parity with
the Bonds, including the Series 1999 B Bonds; provided however, that so long as there exists
in the Series 1999 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 prior to or on a parity with the Bonds, including the Series 1999 B
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.

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 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 Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of 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 ewdenced by this Bond to the
same extent as if written fully herein,
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IN WITNESS WHEREOF, SOUTH PUTNAM PUBLIC SERVICE DISTRICT
has caused this Bond to be signed by its Chairman and its corporate seal to be hereunto
affixed and attested by its Secretary, and has caused this Bond to be dated

, 199 .

[SEAL]

Chairman

ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1999 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: , 199

ONE VALLEY BANK, NATIONAL
ASSOCIATION, as Registrar

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 in the premises.

Dated: ,

In the presence of:

CH324321.1
25



(FORM OF SERIES 1999 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SOUTH PUTNAM PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1999 B
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY)

No. BR- ' $

KNOW ALLMEN BY THESE PRESENTS: That SOUTH PUTNAM PUBLIC
SERVICE DISTRICT, a public corporation and political subdivision of the State of
West Virginia in Putnam 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 ($ _ ), in installments
on October 1 of each year, beginning October 1, 199, 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 on each instaliment shall run from the original date of delivery of
this Bond to the Authority and payment therefor, and until payment of such installment, such
interest shall be payable on April 1 and October 1 in each year, beginning 1,199_ .
Principal installments of this Bond are payable in any coin or currency which, on the
respective dates of payment of such instaliments, is legal tender for the payment of public and
private debts under the laws of the United States of America, at the office of the
West Virginia Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent").
The interest on this Bond is payable by check or drafi 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 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 upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreements between
the Issuer and the Authority, dated June 16, 1999.

This Bond is issued (i) to pay the costs of refunding the Prior Bonds of the
Issuer; (i1) to fund a reserve account for the Bonds; and (iii) to pay certain costs of issuance
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hereof and related costs. The existing public waterworks system of the Issuer, the Project
constructed with the proceeds of the Series 1999 A Bonds (hereinafter defined) and any
further improvements or extensions thereto are herein called the "System." This Bond is
issued under the authority of and in full compliance with the Constitution and statutes of the
State of West Virginia, including particularly Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the "Act"), and a Bond Resolution duly adopted by the Issuer on
June 15, 1999, and a Supplemental Resolution duly adopted by the Issuer on June 15, 1999
(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 WATER REVENUEBONDS, SERIES 1999 A (WEST
VIRGINIA WATER DEVELOPMENT AUTHORITY), DATED THE DATE HEREOF,
ISSUED CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $6,440,000 (THE "SERIES 1999 A BONDS"), AND SENIOR AND PRIOR
TO THE ISSUER’S WATER SYSTEM NOTE, SERIES 1997, DATED OCTOBER 30,
1997, ISSUED IN THE PRINCIPAL AMOUNT OF NOT TO EXCEED $250,000 (THE
"SERIES 1997 NOTE").

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a
parity with the pledge of Net Revenues in favor of the holders of the Series 1999 A Bonds,
and from moneys in the reserve account created under the Bond Legislation for the Bonds
(the "Series 1999 B Bonds Reserve Account™) and unexpended proceeds of the Bonds, and
senior and prior to the lien on Surplus Revenues in favor of the holder of the Series 1997
Note. 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 shall be set aside 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 to pay the same or the interest hereon except from said special fund
provided from the Net Revenues, the moneys in the Series 1999 B Bonds Reserve Account
and unexpended proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has
covenanted and agreed to establish and maintain just and equitable rates and charges for the
use of the System and the services rendered thereby, which shall be sufficient, together with
other revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 115% of the
maximum amount payable in any year for principal of and interest on the Bonds and all other
obligations secured by a lien on or payable from such revenues prior to or on a parity with
the Bonds, including the Series 1999 A Bonds; provided however, that so long as there exists
in the Series 1999 B Bonds Reserve Account an amount at least equal to the maximurn
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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 prior to or on a parity with the Bonds, including the Series 1999 A
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 1nade 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.

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 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 Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of 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, SOUTH PUTNAM PUBLIC SERVICE DISTRICT
has caused this Bond to be signed by its Chairman and its corporate seal to be hereunto
affixed and attested by its Secretary, and has caused this Bond to be dated

, 199 .

[SEAL]

Chairman

ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1999 B Bonds described in the within-mentioned
Bond Legislation and has been duly registered in the name of the registered owner set forth
above, as of the date set forth below.

Date: , 199

ONE VALLEY BANK, NATIONAL
ASSOCIATION, as Registrar

Authorized Officer
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EXHIBIT A

SCHEDULE OF ANNUATL 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 in the premises.

Dated: 3

In the presence of:
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Section 3.11. Sale of Bonds; Approval and Ratification of Execution of
Loan Agreements. The Series 1999 Bonds shall be sold to the Authority, pursuant to the
terms and conditions of the respective Loan Agreements. If not so authorized by previous
resolution, the Chairman is specifically authorized and directed to execute the Loan
Agreements in the forms attached hereto as "EXHIBIT A" and "EXHIBIT B" and made a
part hereof, and the Secretary is directed to affix the seal of the Issuer, attest the same and
deliver the Loan Agreements to the Authority, and any such prior execution and delivery is

hereby authorized, approved, ratified and confirmed.

Section 3.12. "Amended Schedule A" Filing. Upon completion of
acquisition and construction of the Project, the Issuer will file with the Authority a schedule
in substantiaily the form of the "Amended Schedule A" to the Loan Agreements, setting forth
the actual costs of the Project and sources of funds therefor.
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ARTICLE IV

[RESERVED]
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ARTICLE V

FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREQF

Section 5.01. Establishment of Funds and Accounts with Depository
Bank. The following special funds or accounts are hereby created with and shall be held by
the Depository Bank separate and apart from all other funds or accounts of the Depository
Bank and the Issuer and from each other:

(1) Revenue Fund;
(2) Renewal and Replacement Fund;
(3)  Series 1999 A Bonds Construction Trust Fund;
(4) Series 1999 B Bonds Refunding Trust Fund; and
(5) Rebate Fund.
Section 5.02. Establishment of Funds and Accoﬁnts with Commission.
The following special funds or accounts are hereby created with and shall be held by the

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

(1) Series 1999 A Bonds Sinking Fund;

(2) Within the Series 1999 A Bonds Sinking Fund, the Series 1999 A
Bonds Reserve Account;

(3) Series 1999 B Bonds Sinking Fund; and

(4) Within the Series 1999 B Bonds Sinking Fund, the Series 1999 B
Bonds Reserve Account.

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

(2)  The Issuer shall next, simultaneously, (i) on the first
day of each month, commencing 7 months prior to the first date
of payment of interest on the Series 1999 A Bonds for which
interest has not been capitalized, transfer from the Revenue Fund
and remit to the Commission for deposit in the Series 1999 A
Bonds Sinking Fund, 2 sum equal to 1/6th of the amount of
interest which will become due on the Series 1999 A Bonds on the
next ensuing semiannual interest payment date; provided that, in
the event the period to elapse between the date of such initial
deposit in the Series 1999 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,
1 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 7 months prior to the
first date of payment of interest on the Series 1999 B Bonds for
which interest has not been capitalized, transfer from the Revenue
Fund and remit to the Commission for deposit in the
Series 1999 B Bonds Sinking Fund, a sum equal to 1/6th of the
amount of interest which will become due on the Series 1999 B
Bonds on the next ensuing semiannual interest payment date;
provided that, in the event the period to elapse between the date
of such initial deposit in the Series 1999 B 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, 1 month prior to the next semiannual
interest payment date, the required amount of interest coming due
on such date;

(3)  The Issuer shall next, simultaneously, on the first
day of each month, (i) commencing 13 months prior to the first
date of payment of principal of the Series 1999 A Bonds, transfer
from the Revenue Fund and remit to the Commission for deposit
in the Series 1999 A Bonds Sinking Fund, a sum equal to 1/12th
of the amount of principal which will mature and become due on
the Series 1999 A Bonds on the next ensuing annual principal
payment date; provided that, in the event the period to elapse
between the date of such initial deposit in the Series 1999 A
Bonds Sinking Fund and the next annual principal payment date
is less than 13 months, then such monthly payments shall be
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increased proportionately to provide, 1 month prior to the next
annual principal payment date, the required amount of principal
coming due on such date; and (ii) commencing 13 months prior
to the first date of payment of principal of the Series 1999 B
Bonds, transfer from the Revenue Fund and remit to the
Commission for deposit in the Series 1999 B Bonds Sinking Fund,
a sum equal to 1/12th of the amount of principal which will
mature and become due on the Series 1999 B Bonds on the next
ensuing annual principal payment date; provided that, in the event
the period to elapse between the date of such initial deposit in the
Series 1999 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, 1 month prior to the
next annual principal payment date, the required amount of
principal coming due on such date.

(4)  The Issuer shall next, simultaneously, on the first
day of each month, transfer from the Revenue Fund and (i)
commencing 13 months prior to the first date of payment of
principal of the Series 1999 A Bonds, if not fully funded upon
issuance of the Series 1999 A Bonds, remit to the Commission for
deposit in the Series 1999 A Bonds Reserve Account, an amount
equal to 1/120th of the Series 1999 A Bonds Reserve
Requirement; provided that, no further payments shall be made
into the Series 1999 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 1999 A Bonds
Reserve Requirement; and (ii) commencing 13 months prior to
the first date of payment of principal of the Series 1999 B Bonds,
if not fully funded upon issuance of the Series 1999 B Bonds,
remit to the Commission for deposit in the Series 1999 B Bonds
Reserve Account, an amount equal to 1/120th of the
Series 1999 B Bonds Reserve Requirement; provided that, no
further payments shall be made into the Series 1999 B Bonds
Reserve Account when there shall have been deposited therein,
and as long as there shall remain on deposit therein, an amount
equal to the Series 1999 B Bonds Reserve Requirement.

()] The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund 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 any
Reserve Account. All funds in the Renewal and Replacement
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Fund shall be kept apart from all other funds of the Issuer or of
the Depository Bank and shall be invested and reinvested in
accordance with Article VIII hereof.  Withdrawals and
disbursements may be made from the Renewal and Replacement
Fund for replacements, emergency repairs, improvements or
extensions to the System; provided, that any deficiencies in any
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.

(6)  After all the foregoing provisions for use of moneys
in the Revenue Fund have been fully complied with, the Issuer
shall pay the principal and interest on the Series 1997 Note, and,
following such payments, any moneys remaining therein and not
permitted to be retained therein may be used by the Issuer to
prepay portions of the principal amount of the Bonds, pro rata, or
for any lawful purpose of the System.

Moneys in the Series 1999 A Bonds Sinking Fund shall be
used only for the purposes of paying principal of and interest on
the Series 1999 A Bonds as the same shall become due. Moneys
in the Series 1999 A Bonds Reserve Account shall be used only
for the purpose of paying principal of and interest on the
Series 1999 A Bonds as the same shall come due, when other
moneys in the Series 1999 A Bonds Sinking Fund are insufficient
therefor, and for no other purpose, except for transfers to the
Rebate Fund permitted hereunder.

Moneys in the Series 1999 B Bonds Sinking Fund shall be
used only for the purposes of paying principal of and interest on
the Series 1999 B Bonds as the same shall become due. Moneys
in the Series 1999 B Bonds Reserve Account shall be used only
for the purpose of paying principal of and interest on the
Series 1999 B Bonds as the same shall come due, when other
moneys in the Series 1999 B Bonds Sinking Fund are insufficient
therefor, and for no other purpose, except for transfers to the
Rebate Fund permitted hereunder.

Except to the extent transferred to the Rebate Fund at the
request of the Issuer, all investment earnings on moneys in the
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Series 1999 A Bonds Sinking Fund and the Series 1999 A Bonds
Reserve Account (if fully funded) shall be returned, not less than
once each year, by the Commission to the Issuer, and such
amounts shall, during construction of the Project, be deposited in
the Series 1999 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 1999 A Bonds, and then to the next
ensuing principal payment due thereon.

Except to the extent transferred to the Rebate Fund at the
request of the Issuer, all investment earnings on moneys in the
Series 1999 B Bonds Sinking Fund and the Series 1999 B Bonds
Reserve Account (if fully funded) shall be returned, not less than
once each year, by the Commission to the Issuer, and such
amounts shall be deposited in the Revenue Fund and applied in
full, first to the next ensuing interest payment due on the
Series 1999 B Bonds, and then to the next ensuing principal
payment due thereon.

Any withdrawals from the Series 1999 A Bonds Reserve
Account or the Series 1999 B Bonds Reserve Account which
result in a reduction in the balance of such accounts to below the
Series 1999 A Bonds Reserve Requirement or the Series 1999 B
Bonds Reserve Requirement, respectively, shall be subsequently
restored from the first Net Revenues available after all required
payments have been made as set forth above.

As and when additional Bonds ranking on a parity with the
Bonds are issued, provision shall be made for additional payments
into the respective sinking funds sufficient to pay the interest on
such additional parity Bonds and accomplish retirement thereof at
maturity and to accumulate a balance in the appropriate reserve
account in an amount equal to the maximum ainount of principal
and interest which will become due in any year for account of the
Bonds of such series, including such additional parity Bonds.

The Issuer shall not be required to make any further
payments into the Series 1999 A Bonds Sinking Fund or the
Series 1999 A Bonds Reserve Account when the aggregate
amount of funds therein is at least equal to the aggregate principal
amount of the Series 1999 A Bonds issued pursuant to this Bond
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Legislation then Qutstanding and all interest to accrue until the
maturity date thereof.

The Issuer shall not be required to make any further
payments into the Series 1999 B Bonds Sinking Fund or the
Series 1999 B Bonds Reserve Account when the aggregate
amount of funds therein is at least equal to the aggregate principal
amount of the Series 1999 B Bonds issued pursuant to this Bond
Legislation then Outstanding and all interest to accrue until the
maturity date thereof.

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

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

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

The Commission is hereby designated as the fiscal agent
for the administration of the Series 1999 A Bonds Sinking Fund,
the Series 1999 A Bonds Reserve Account, the Series 1999 B
Bonds Sinking Fund and the Series 1999 B 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 any time, the Issuer shall make the necessary
arrangements whereby required payments into the Series 1999 A
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Bonds Sinking Fund, the Series 1999 A Bonds Reserve Account,
the Series 1999 B Bonds Sinking Fund and the Series 1999 B
Bonds Reserve Account shall be automatically deducted from the
Revenue Fund and transferred to the Commission on the dates
required hereunder.

Moneys in the Series 1999 A Bonds Sinking Fund, the
Series 1999 A Bonds Reserve Account, the Series 1999 B Bonds
Sinking Fund and the Series 1999 B Bonds Reserve Account sha}l
be invested and reinvested by the Commission in accordance with
Section 8.01 hereof. '

Except with respect to transfers to the Rebate Fund
permitted hereunder, the Series 1999 A Bonds Sinking Fund, the
Series 1999 A Bonds Reserve Account, the Series 1999 B Bonds
Sinking Fund and the Series 1999 B Bonds Reserve Account shall
be used solely and only for, and are hereby pledged for, the
purpose of servicing the Series 1999 A Bonds and the
Series 1999 B Bonds, respectively, and any additional Bonds
ranking on a parity therewith that may be issued and Outstanding
under the conditions and restrictions hereinafter set forth.

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 principal, interest and reserve payments with respect to the Series 1999 A Bonds and
the Series 1999 B 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.

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 their respective charges and fees then due. In
the case of payments to the Commissjon under this paragraph, the Issuer shall, if required by
the Authority at any time, make the necessary arrangements whereby such required payments
shall be automatically deducted from the Revenue Fund and transferred to the Commission
on the dates required,

D.  The moneys in excess of the sum insured by the maximum amounts
insured by FDIC in any of the funds or accounts shall at all times be secured, to the full
extent thereof in excess of such insured sum, by Qualified Investments as shall be eligible as
security for deposits of state and municipal funds under the laws of the State.
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E.  If onany 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 Net Revenues shall be applied to such deficiencies before being applied to any other
payments hereunder.

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.  All Tap Fees shall be deposited by the Issuer, as received, in the Series
1999 A Bonds Construction Trust Fund, and following completion of the Project, shall be
deposited in the Revenue Fund and may be used for any lawful purpose of the System.
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ARTICLE 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 1999 Bonds, the following
amounts shall be first deducted and deposited in the order set forth below:

A.  From the proceeds of the Series 1999 A Bonds, there shall first be
deposited with the Commission in the Series 1999 A Bonds Sinking Fund, the amount, if any,
set forth in the Supplemental Resolution as capitalized interest; provided that, such amount
may not exceed the amount necessary to pay interest on the Series 1999 A Bonds for the
period commencing on the date of issuance of the Series 1999 A Bonds and ending 6 months
after the estimated date of completion of construction of the Project.

B. Next, from the proceeds of the Series 1999 A Bonds, there shall be
deposited with the Commission in the Series 1999 A Bonds Reserve Account, the amount,
if any, set forth in the Supplemental Resoclution for funding the Series 1999 A Bonds Reserve
Account, and from the proceeds of the Series 1999 B Bonds, there shall be deposited with
the Commission in the Series 1999 B Bonds Reserve Account, the amount, if any, set forth
in the Supplemental Resolution for funding the Series 1999 B Bonds Reserve Account.

C.  The proceeds derived from the sale of the Series 1999 A Bonds shall be
deposited with the Depository Bank in the Series 1999 A Bonds Construction Trust Fund and
applied solely to pay the Costs of the Project in the manner set forth in Section 6.02.

D.  The proceeds derived from the sale of the Series 1999 B Bonds shall be
deposited with the Depository Bank in the Series 1999 B Bonds Refunding Trust Fund and
applied to pay the outstanding principal of and interest on the Prior Bonds, pay costs of
issuance of the Series 1999 B Bonds, and to pay the Costs of the Project in the manner set
forth in Section 6.03.

E.  The Depository Bank shall act as a trustee and fiduciary for the
Bondholder with respect to the Series 1999 A Bonds Construction Trust Fund and the
Series 1999 B Bonds Refunding Fund and shall comply with all requirements with respect to
the disposition of the moneys in such funds set forth herein. Except with respect to any
transfers to the Rebate Fund permitted hereunder, moneys in the Series 1999 A Bonds
Refunding Fund and the Series 1999 B Bonds Refunding Trust Fund shall be used solely to
pay the Costs of the Project and until so transferred or expended, are hereby pledged as
additional security for the Series 1999 A Bonds and the Series 1999 B Bonds, respectively.
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Section 6.02. Disbursements From the Series 1999 A Bonds Construction
Trust Fund. Except as provided in Section 6.01 hereof, disbursements from the
Series 1999 A Bonds Construction Trust Fund (except for the costs of issuance of the
Series 1999 Bonds which shall be made upon request of the Issuer) shall be made each month
only after submission to the Depository Bank of a certificate, signed by an Authorized Officer
and the Consulting Engineers, stating:

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

(i)  That 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;

(iii) Thateach of such costs has been otherwise properly
incurred; and

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

In case any contract provides for the retention of a portion of the contract price,
the Depository Bank shall disburse from the Series 1999 A Bonds Construction Trust Fund
only the net amount remaining after deduction of any such portion. All payments made from
the Series 1999 A Bonds Construction Trust Fund shall be presumed by the Depository Bank
to be 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 Series 1999 A Bonds
Construction Trust 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.

After completion of the Project, as certified by the Consulting Engineers, and
all costs of the Project have been paid, the Depository Bank shall transfer any moneys
remaining in the Series 1999 A Bonds Construction Trust Fund to the Series 1999 A Bonds
Reserve Account, provided that, in no event shall more than 10% of the proceeds from the
sale of the Series 1999 A Bonds be deposited in the Series 1999 A Bonds Reserve Account,
and when the Series 1999 A Bonds Reserve Account is fully funded, shall return such
remaining moneys to the Issuer for deposit in the Revenue Fund. The Issuer shall thereafter,
apply such moneys in full, first to the next ensuing interest payment due on the Series 1999 A
Bonds and thereafter to the next ensuing principal payment due thereon.
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Pending such application, moneys in the Series 1999 A Bonds Construction
Trust Fund shall be invested and reinvested in Qualified Investments at the written direction
of the Issuer.

All moneys in the Series 1999 A Bonds Construction Trust Fund and the Series
1999 B Bonds Refunding Trust Fund shall be kept separate and apart from each other.

Section 6.03. Disbursements From the Series 1999 B Bonds Refunding
Trust Fund. The Issuer shall, immediately upon issuance of the Series 1999 B Bonds, pay
to the holder of the Prior Bonds the amount necessary to pay in full the outstanding principal
of and interest on the Prior Bonds. Further disbursements from the Series 1999 B Bonds
Refunding Trust Fund shall be made upon request by the Issuer.

Pending such application, moneys in the Series 1997 B Bonds Refunding Trust
Fund shall be invested and reinvested in Qualified Investments at the written direction of the
Issuer.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the 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 Jjurisdiction
by any Holder or Holders of the 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 1999 Bonds as hereinafier 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 1999 Bonds or the interest thereon is Qutstanding and unpaid.

Bonds shall not be nor constitute an indebtedness of the Issuer within the meaning of any
constitutional, statutory or charter limitation of indebtedness, but shall be payable solely from
the funds pledged for such payment by this Bond Legislation. No Holder or Holders of the
Series 1999 Bonds, shall ever have the right to compel the exercise of the taxing power of
the Issuer, if any, to pay the Series 1999 Bonds or the interest thereon.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The Series 1999

Section 7.03. Bonds Secured by Pledge of Net Revenues; Lien Positions
with respect to Series 1997 Note. The payment of the debt service of the Series 1999 A
Bonds and the Series 1999 B Bonds shall be secured forthwith equally and ratably with each
other by a first lien on the Net Revenues derived from the System, senior and prior to the lien
on Surplus Revenues in favor of the holder of the Series 1997 Note. The Net Revenues in
an amount sufficient to pay the principal of and interest on the Bonds and to make the
payments into all funds and accounts and all other payments provided for in the Bond
Legislation are hereby irrevocably pledged, in the manner provided herein, to such payments

as they become due, and for the other purposes provided in the Bond Legislation.

Section 7.04. Initial Schedule of Rates and Charges. The initial schedule
of rates and charges for the services and facilities of the System shall be as set forth and
approved and described in the Final Order of the Public Service Commission of
West Virginia entered on May 28, 1999, in Case No. 98-0819-PWD-CN, and such rates are

hereby adopted.
Section 7.05. Sale of the System. So long as the Series 1999 Bonds are

outstanding and except as otherwise required by law or with the written consent of the
Authority, the System may not be sold, mortgaged, leased or otherwise disposed of except
as a whole, or substantially as a whole, and only if the net proceeds to be realized shall be
sufficient to pay fully all the Bonds Outstanding, or to effectively defease this Bond
Legislation in accordance with Article X hereof. The proceeds from any such sale,
mortgage, lease or other disposition of the System shall immediately be remitted to the
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Commission for deposit in the Series 1999 A Bonds Sinking Fund and the Series 1999 B
Bonds Sinking Fund and, with the written permission of the Authority, the Issuer shall direct
the Commission to apply such proceeds to the payment of principal of and interest on the
Bonds. Any balance remaining after the payment of the Bonds and interest thereon shall be
remitted to the Issuer by the Commission unless necessary for the payment of other
obligations of the Issuer payable out of the revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby
reserves the right to sell, lease or otherwise dispose of any of the property comprising a part
of the System hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior 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 Issuer shall, in writing, 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 derived
from 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 $50,000 but not in excess of $200,000, the Issuer shall first,
in writing, determine upon consultation with the Consulting Engineers that such property
comprising a part of the System is no longer necessary, useful or profitable in the operation
thereof and the Governing Body may then, if it be so advised, by resolution duly adopted,
authorize such sale, lease or other disposition of such property upon public bidding in
accordance with the laws of the State. The proceeds derived from any such sale shall be
deposited in the Renewal and Replacement Fund.

No sale, lease or other disposition of the properties of the System shall be made
by the Issuer if the proceeds to be derived therefrom, together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such
properties, shall be in excess of $200,000 and insufficient to pay all Bonds then Qutstanding
without the prior approval and consent in writing of the Holders of the Bonds then
Outstanding. The Issuer shall prepare the form of such approval and consent for execution
by the then Holders of the Bonds for the disposition of the proceeds of the sale, lease or other
disposition of such properties of the System.

Section 7.06. Issuance of Other Obligations Payable Out of Revenues and
General Covenant Against Encumbrances. Except as provided in this Section 7.06 and
Section 7.07 hereof, the Issuer shall not issue any 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 1999 Bonds. All obligations issued
by the Issuer after the issuance of the Series 1999 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, pledge and source of and security for
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payment from such revenues and in all other respects, to the Series 1999 Bonds; provided,
that no such subordinate obligations shall be issued unless all payments required to be made
into all funds and accounts set forth herein have been made and are current at the time of the
issuance of such subordinate obligations.

Except as provided above, the 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 1999 Bonds, and the interest thereon,
upon any or all of the income and revenues of the System pledged for payment of the
Series 1999 Bonds and the interest thereon in this Bond Legislation, or upon the System or
any part thereof.

The Issuer shall give the Authority 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, or any other obligations related to the Project or the System.

Section 7.07. Parity Bonds. No Parity Bonds payable out of the revemes
of the System shall be issued after the issuance of the Series 1999 Bonds pursuant to this
Bond Legislation, except under the additional conditions and in the manner herein provided.

All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 1999 Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the
costs of the acquisition or construction of extensions and improvements to the System or
refunding the Series 1999 Bonds issued pursuant hereto, or both such purposes.

No Parity Bonds shall be issued at any time, however, unless there has been
procured and filed with the Secretary a written statement by the Independent Certified Public
Accountants, reciting the conclusion that the Net Revenues actually derived, subject to the
adjustments hereinafter provided for, from the System 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 date of issuance of such Parity Bonds, if any, shall
not be less than 115% of the largest aggregate amount that will mature and become due in
any succeeding Fiscal Year for principal of and interest on the following:

(1)  The Bonds then Outstanding;

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

(3)  The Parity Bonds then proposed to be issued.
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The "estimated average increased annual Net Revenues expected to be received
in each of the 3 succeeding years," as that term is used in the computation provided in the
above paragraph, shall refer only to the increased Net Revenues estimated to be derived from
(a) the improvements to be financed by such Parity Bonds and (b) any increase in rates
adopted by the Issuer, the period for appeal of which has expired (without successful appeal)
prior to the date of issuance of such Parity Bonds, and shall not exceed the amount to be
stated in a certificate of the Independent Certified Public Accountants, which shail be filed
in the office of the Secretary prior to the issuance of such Parity Bonds.

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, as stated in a certificate, on account of increased rates, rentals,
fees and charges for the System adopted by the Issuer, the period for appeal of which has
expired prior to issuance of such Parity Bonds.

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

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on revenues of the System is subject to the
prior and superior liens of the Series 1999 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 1999 Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments into
the respective funds and accounts provided for in this Bond Legislation with respect to the
Bonds then Qutstanding, and any other payments provided for in this Bond Legislation, shall
have been made in full as required to the date of delivery of such Parity Bonds, and the Issuer
shall then be in full compliance with all the covenants, agreements and terms of this Bond
Legislation.
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Section 7.08. Books; Records and Facilities. The Issuer 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 Issuer shall permit the Authority or
its agents and representatives, to inspect all books, documents, papers and records relating
to the Project and the System at all reasonable times for the purpose of audit and examination.
The Issuer shall submit to the Authority such documents and information as it may reasonably
require in conmection with the acquisition, construction and installation of the Project, the
operation and maintenance of the System and the administration of the loan or any grants or
other sources of financing for the Project.

The Issuer shall permit the Authority or its agents and representatives, to inspect
all records pertaining to the operation of the Systen: 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 Issuer will keep books and records of the System, which shall be separate
and apart from all other books, records and accounts of the Issuer, in which complete and
correct entries shall be made of all transactions relating to the System, and any Holder of a
Bond or Bonds issued pursuant to this Bond Legislation shall have the right at all reasonable
times to inspect the System and all parts thereof and all records, accounts and data of the
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 Issuer, Subsidiary records as may be required shall be kept in the manner
and on the forms, books and other bookkeeping records as prescribed by the Governing
Body. The Governing Body shall prescribe and institute the manner by which subsidiary
records of the accounting system which may be installed remote from the direct supervision
of the Governing Body shall be reported to such agent of the Issuer as the Governing Body
shall direct.

The Issuer shall file with the Authority or any other original purchaser of the
Series 1999 Bonds, and shall mail in each year to any Holder or Holders of the Series 1999
Bonds, requesting the same, an annual report containing the following:

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

(B) A balance sheet statement showing all deposits in all
the funds and accounts provided for in this Bond Legislation, and
the status of all said funds and accounts.
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(C)  The amount of any Bonds, notes or other obligations
Outstanding.

The Issuer shall also, at least once a year, cause the books, records and accounts
of the System to be audited by Independent Certified Public Accountants in compliance with
the applicable OMB Circular, or any successor thereto, and the Single Audit Act, or any
successor thereto, and shall mail upon request, and make available generally, the report of
said Independent Certified Public Accountants, or a summary thereof, to any Holder or
Holders of the Series 1999 Bonds, and shali submit said report to the Authority or any other
original purchaser of the Series 1999 Bonds. Such audit report submitted to the Authority
shall include a statement that the Issuer is in compliance with the terms and provisions of the
Act, the Loan Agreements and this Bond Legislation and that the revenues of the System are
adequate to meet the Issuer's Operating Expenses and debt service requirements.

The Issuer shall permit the Authority or its agents and representatives to enter
and inspect the Project site and Project facilities at all reasonable times. Prior to, during and
after completion of construction of the Project, the Issuer shall also provide the Authority or
its 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 with respect
to the System pursuant to the Act.

Section 7.09. Rates. Equitable rates or charges for the use of and service
rendered by the System have been established all in the manner and form required by law,
and copies of such rates and charges so established will be continuously on file with the
Secretary, which copies will be open to inspection by all interested parties. The schedule of
rates and charges shall at all times be adequate to produce Gross Revenues from the System
sufficient to pay Operating Expenses and to make the prescribed payments into the funds
created hereunder. Such schedule of rates and charges shall be changed and readjusted
whenever necessary so that the aggregate of the rates and charges will be sufficient for such
purposes. In order to assure full and 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) to leave a balance each year equal to at least 115% of the
maximum amount required in any year for payment of principal of and interest on the
Series 1999 Bonds and all other obligations secured by a lien on or payable from such
Tevenues prior to or on a parity with the Series 1999 Bonds; provided that, in the event that
amounts equal to or in excess of the reserve requirements are on deposit respectively in the
Series 1999 A Bonds Reserve Account, the Series 1999 B Bonds Reserve Account and any
reserve accounts for obligations prior to or on a parity with or junior to the Series 1999
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 1999 Bonds and all other obligations secured by a lien on or
payable from such revenues prior to or on a parity with or junior to the Series 1999 Bonds.
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In any event, the Issuer shall not reduce the rates or charges for services described in
Section 7.04 hereof.

Section 7.10. Operating Budget; Audit and Monthly Financial Report.
The Issuer shall annually, at least 45 days preceding the beginning of each Fiscal Year,
prepare and adopt by resolution a detailed, balanced budget of the estimated revenues and
expenditures for operation and maintenance of the System during the succeeding Fiscal Year
and shall submit a copy of such budget to the Authority 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
maintenance of the System, and no such increased expenditures shall be made until the Issuer
shall have approved such finding and recommendation by a resolution duly adopted. No
increased expenditures in excess of 10% of the amount of such budget shall be made except
upon the further certificate of a professional engineer that such increased expenditures are
necessary for the continued operation of the System. The Issuer shall mail copies of such
annual budget and all resolutions authorizing increased expenditures for operation and
maintenance to the Authority and to any Holder of any Bonds, within 30 days of adoption
thereof, 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 and to any Holder of any Bonds, or anyone acting for and in behalf of such Holder
of any Bonds.

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

Section7.11. Engineering Services and Operating Personnel. The Issuer
will obtain a certificate of the Consulting Engineers in the form atiached to the Loan
Agreements, 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,
the Project is adequate for the purposes for which it was designed, the funding plan as
submitted to the Authority is sufficient to pay the costs of acquisition and construction of the
Project, and all permits required by federal and state laws for construction of the Project have
been obtained.

The Issuer shall provide and maintain competent and adequate resident
engineering services satisfactory to the Authority covering the supervision and inspection of
the development and construction of the Project, and bearing the responsibility of assuring
that construction conforms to the plans, specifications and designs prepared by the Consulting
Engineers, which have been approved by all necessary governmental bodies. Such resident
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engineer shall certify to the Authority 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 agrees that qualified operating personnel properly certified by the
State will be employed to operate the System during the entire term of the Loan Agreements.

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.

Section 7.13. Enforcement of Collections. The Issuer will diligently
enforce and collect all fees, rentals or other charges for the services and facilities of the
System, and take all steps, actions and proceedings for the enforcement and collection of such
fees, rentals or other charges which shall become delinquent to the 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 30 days after the same shall become due
and payable, the property and the owner thereof, as well as 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 Public
Service Commission of West Virginia, rates, rentals and other charges, if not paid, when
due, shall become a lien on the premises served by the System. The Issuer further covenants
and agrees that, it will, to the full extent permitted by law and the rules and regulations
promulgated by the Public Service Commission of West Virginia, discontinue and shut off
the services of the System and any services and facilities of the sewerage system, if so owned
by the Issuer, to all users of the services of the System delinquent in payment of charges for
the services of the System and will not restore such services of either system until all
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. If the sewerage facilities are
not owned by the Issuer, the Issuer shall enter into a termination agreement with the sewerage
system provider, subject to any required approval of such agreement by the Public Service
Commission of West Virginia and all rules, regulations and orders of the Public Service
Commission of West Virginia.

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

Section 7.15. Insurance and Construction Bonds. A. The Issuer hereby
covenants and agrees that so long as the Series 1999 Bonds remain Outstanding, the Issuer
will, as an Operating Expense, procure, carry and maintain insurance with a reputable
Insurance carrier Or carriers as is customarily covered with respect to works and properties
similar to the System. Such insurance shall initially cover the following risks and be in the
following amounts:

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

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

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

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

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

(6) FIDELITY BONDS will be provided as to every
officer, member and employee of the Issuer or the Governing
Body 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.

B. The Issuer shall also require all contractors engaged in the construction
of the Project to carry such worker's compensation coverage for all employees working on
the Project and public liability insurance, vehicular Hability 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. In the event the Loan Agreements so require,
such insurance shall be made payable to the order of the Authority, the Issuer, the prime
contractor and all subcontractors, as their interests may appear.

Section 7.16. [Reserved]
Section 7.17. Comgletioné__nﬁd_ Operation of Project; Permits and Orders.

The Issuer will complete the Project as promptly as possible and operate and maintain the
System as a revenue-producing utility in good condition and in compliance with all federal
and state requirements and standards.

The Issuer will obtain all permits required by state and federal laws for the
acquisition and construction of the Project and all orders and approvals from the Public
Service Commission of West Virginia necessary for the acquisition and construction of the
Project and the operation of the System.

Section 7.18. Tax Covenants. The Issuer hereby further covenants and
agrees as follows:
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A. PRIVATE BUSINESS USE LIMITATION. The
Issuer shall assure that (i) not in excess of 10% of the Net
Proceeds of the Series 1999 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 1999 Bonds
during the term thereof is, under the terms of the Series 1999
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) in excess of 5% of the
Net Proceeds of the Series 1999 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 1999 Bonds during the
term thereof is, under the terms of the Series 1999 Bonds or any
underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for said Private Business
Use or in payments in respect of property used or to be used for
said Private Business Use or is to be derived from payments,
whether or not to the Issuer, in respect of property or borrowed
money used or to be used for said Private Business Use, then said
excess over said 5% of Net Proceeds of the Series 1999 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 1999 Bonds are for the purpose of financing more than
one project, a portion of the Project, and shall not exceed the
proceeds used for the governmental use of the portion of the
Project to which such Private Business Use is related, All of the
foregoing shall be determined in accordance with the Code.

B.  PRIVATE LOAN LIMITATION. The Issuer shall
assure that not in excess of 5% of the Net Proceeds of the
Series 1999 Bonds or $5,000,000 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 1999 Bonds to be "federally guaranteed" within the
meaning of Section 149(b) of the Code.

56



D.  INFORMATION RETURN. The Issuer will timely
file all statements, instruments and returns necessary to assure the
tax-exempt status of the Series 1999 Bonds and the interest
thereonr, including, without limitation, the information return
required under Section 149(g) of the Code.

E.  FURTHER ACTIONS. The Issuer will take any
and all actions that may be required of it (including, without
limitation, those deemed necessary by the Authority) so that the
interest on the Series 1999 Bonds will be and remain excluded
from gross income for federal income tax purposes, and will not
take any actions or fail to take any actions (including, without
limitation, those deemed necessary by the Authority), the result
of which would adversely affect such exclusion.

Section 7.19. Statutory Mortgage Lien. For the further protection of the
Holders of the Series 1999 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 1999 Bonds, and
shall be on a parity with each other.

Section 7.20. Compliance with Loan Agreements and Law. The Issuer
agrees to comply with all the terms and conditions of the Loan Agreements, the Act and all
applicable laws, rules and regulations issued by the Authority, 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 7.21. Securities Laws Compliance. The Issuer will provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
changes in usage and customer base), so that the Authority may comply with the provisions
of SEC Rule 15¢2-12 (17 CFR Part 240).
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ARTICLE VIIT

INVESTMENT OF FUNDS; NON ARBITRAGE

Section 8.01. 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 bark 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 inoneys for the purposes set forth herein and the specific
restrictions and provisions set forth in this Section 8.01.

Any investment shall be held in and at all tiines deened 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 except as otherwise provided herein with respect to the Rebate Fund. 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,
the Depository Bank, or such other bank or national banking association, as the case may be,
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, or such other
bank or national banking association, as the case may be, may make any and all investments
permitted by this section through its own bond 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 as reasonably requested by the Issuer, a summary of such funds, accounts and
investment earnings. The Issuer shall retain all such records and any additional records with
respect to such funds, accounts and investment earnings so long as any of the Bonds are
Outstanding and as long thereafter as necessary to assure the exclusion of interest on the
Series 1999 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 1999 Bonds which would cause the Series 1999 Bonds to be
"arbitrage bonds" within the meaning of Section 148 of the Code, and (ii) it will take any and
all actions that may be required of it (including, without implied limitation, the timely filing
of a federal information return with respect to each series of the Series 1999 Bonds) so that
the interest on the Series 1999 Bonds will be and remain excluded from gross income for
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federal income tax purposes, and will not take any actions which would adversely affect such
exclusion.

Sectign 8.03. Tax Certiificate 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 to payment of arbitrage rebate and
other tax matters as a condition to issuance of the Series 1999 Bonds. In addition, the Issuer
covenants to comply with all Regulations from time to time in effect and applicable to the
Series 1999 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 shall 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 to the contrary, shall be paid from
investment earnings on the underlying fund or account established hereunder and on which
such rebatable arbitrage was eamned 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 Issuer 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. To the extent not so performed by the Authority, the
Issuer and the Depository Bank (at the expense of the Issuer) may provide for the
employment of independent attorneys, accountants or consultants compensated on such
reasonable basis as the Issuer or the Depository Bank mnay 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
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event the Issuer fails to make such rebates as required, the Issuer shall pay 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
Series 1999 Bonds from gross income for federal income tax purposes.

The Issuer 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 1999 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 1999 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 shall
constitute an "Event of Default" with respect to the Series 1999 Bonds:

(1)  lfdetault occurs in the due and punctual payment ot
the principal of or interest on any of the Series 1999 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

“wmime i Series” 1999 Bonds set forth in this Bond Legislation, amy ™ v v s s

supplemental resolution or in the Series 1999 Bonds, and such
default shall have continued for a period of 30 days afier the
Issuer shall have been given written notice of such default by the
Commission, the Depository Bank, Registrar or any other Paying
Agent or a Holder of a Bond; or

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

Notwithstanding anything herein to the contrary, if default occurs in the due and
punctual payment of the principal of or interest on either series of the Series 1999 Bonds, it
shall constitute an "Event of Default" with respect to the other series of Series 1999 Bonds.

Section 9.02, Remedies. Upon the happening and continuance of any
Event of Default, any Registered Owner of a Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in particular,
(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
require the Issuer to perform its duties under the Act and the Bond Legislation relating
thereto, including, but not limited to, the making and collection of sufficient rates or charges
for services rendered by the System, (iii) bring suit upon the Bonds, (iv) by action at law or

bill in equity require the Issuer to account as if it were the trustee of an express trust for the

Registered Owners of the Bonds, and (v) by action or bill in equity enjoin any acts in
violation of the Bond Legislation with respect to the Bonds, or the rights of such Registered
Owners, provided that, all rights and remedies of the Holders of the Series 1999 Bonds shall
be on a parity with each other and senior and prior to the rights of the Holder of the Series
1997 Note, if any.
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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, after commencement of operation of the System,
the making and collection of sufficient rates and charges for services rendered by the System
and segregation of the revenues therefrom and the application thereof. If there be any Event
of Default with respect to such Bonds, any Registered Owner of a Bond shall, in addition to
all other remedies or rights, have the right by appropriate legal proceedings to obtain the
appointment of a receiver to administer the System or to complete the acquisition and
construction of the Project on behalf of the Issuer, with power to charge rates, rentals, fees
and other charges 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 exercise.

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 bave 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
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making good of any Event of Default with respect thereto under the provisions of this Bond
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
receiver to sell, assign, mortgage or otherwise dispose of any assets of the System.
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ARTICLE X

DEFEASANCE AND PAYMENT OF BONDS

Section 10.01. Defeasance of Series 1999 Bonds. If the Issuer shall pay
or cause to be paid, or there shall otherwise be paid, to the Holders of the Series 1999 A
Bonds or the Series 1999 B Bonds, the principal of and interest due or to become due
thereon, at the times and in the manner stipulated therein and in this Bond Legislation, then
with respect to such Series of Bonds, the pledge of Net Revenues and other moneys and
securities pledged under this Bond Legislation and all covenants, agreements and other
obligations of the Issuer to the Registered Owners of such Series of Bonds shall thereupon
cease, terminate and become void and be discharged and satisfied, except as may otherwise
be necessary to assure the exclusion of interest on such Series of Bonds from gross income

for federal income tax purposes.

Series 1999 Bonds for the payment of which either moneys in an amount which
shall be sufficient, or securities the principal of and the interest on which, when due, will
provide moneys which, together with the moneys, if any, deposited with the Paying Agent
at the same or earlier time, shall be sufficient, to pay as and when due either at maturity or
at the next redemption date, the principal installments of and interest on such Series 1999
Bonds shall be deemed to have been paid within the meaning and with the effect expressed
in the first paragraph of this section. All Series 1999 Bonds shail, prior to the maturity
thereof, be deemed to have been paid within the meaning and with the effect expressed in the
first paragraph of this section if there shall have been deposited with the Commission or its
agent, either moneys in an amount which shall be sufficient, or securities the principal of and
the interest on which, when due, will provide moneys which, together with other moneys,
if any, deposited with the Comumission at the same time, shall be sufficient to pay when due
the principal installments of and interest due and to become due on said Series 1999 Bonds
on and prior to the next redemption date or the maturity dates thereof. Neither securities nor
moneys deposited with the Commission pursuant to this section nor principal or interest
payments on any such securities shall be withdrawn or used for any purpose other than, and
shall be held in trust for, the payment of the principal installments of and interest on said
Series 1999 Bonds; provided, that any cash received from such principal or interest payments
on such securities deposited with the Commission or its agent, if not then needed for such
purpose, shall, to the extent practicabie, be reinvested in securities maturing at times and in
amounts sufficient to pay when due the principal installments of and interest to become due
on said Bonds on and prior to the next redemption date or the maturity dates thereof, and
interest earned from such reinvestments shall be paid over to the Issuer as received by the
Commission or its agent, free and clear of any trust, lien or pledge. For the purpose of this
section, securities shall mean and include only Government Obligations.
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ARTICLE XI

MISCELLANEOUS

Section 11.01, Amendment or Modification of Bond Legislation. Prior to
issuance of the Series 1999 Bonds, this Resolution may be amended or supplemented in any
way by the Supplemental Resolution. Following issuance of the Series 1999 Bonds, no
material modification or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the rights of Registered
Owners of the Series 1999 Bonds shall be made without the consent in writing of the
Registered Owners of the Series 1999 Bonds so affected and then Qutstanding; provided, that
no change shall be made in the maturity of the Series 1999 Bonds or the rate of interest
thereon, or in the principal amount thereof, or affecting the unconditional promise of the
Issuer to pay such principal and interest out of the funds herein respectively pledged therefor
without the consent of the Registered Owner thereof. No amendment or modification shall
be made that would reduce the percentage of the principal amount of the Series 1999 Bonds
required for consent to the above-permitted amendments or modifications. Notwithstanding
the foregoing, this Bond Legislation may be amended without the consent of any Bondholder
as may be necessary to assure compliance with Section 148(f) of the Code relating to rebate
requirements or otherwise as may be necessary to assure the exclusion of interest on the
Series 1999 Bonds from gross income of the holders thereof.

Section 11.02. Bond Legislation Constitutes Contract. The provisions of
the Bond Legislation shall constitute a contract between the Issuer and the Registered Owners
of the Series 1999 Bonds, and no change, variation or alteration of any kind of the provisions
of the Bond Legislation shall be made in any manner, except as in this Bond Legislation
provided.

Sectign 11.03. Severability of Invalid Provisions. If any section,
paragraph, clause or provision of this Resolution should be held invalid by any court of
competent jurisdiction, the invalidity of such section, paragraph, clause or provision shall not
affect any of the remaining provisions of this Resolution, the Supplemental Resolution, or the
Series 1999 Bonds.

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

Section 11.07. Public Notice of Proposed Financing. Prior to making
formal application to the Public Service Comnmission of West Virginia for a Certificate of
Public Convenience and Necessity and adoption of this Resolution, the Secretary of the
Governing Body shall have caused to be published in a newspaper of general circulation in
each municipality in South Putnam Public Service District and within the boundaries of the
Issuer, a Class 1I legal advertisement stating: '

(@) The maximum amount of the Series 1999 Bonds to
be issued;

(b) The maximum interest rate and terms of the
Series 1999 Bonds authorized hereby;

(¢)  The public service properties to be acquired or
constructed and the cost of the same;

(d) The maximum anticipated rates which will be
charged by the Issuer; and

(e)  The date that the formal application for a certificate
of public convenience and necessity is to be filed with the Public
Service Commission of West Virginia.
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Section 11.08. Effective Date.  This Resolution shall take effect
immediately upon adoption. -

Adopted this 15th day of June, 1999,

(LA —
V4

Chairman

EY

Member

Membér
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CERTIFICATION

Certified a true copy of a Resohution duly adopted by the Public Service Board
of SOUTH PUTNAM PUBLIC SERVICE DISTRICT on the 15th day of June, 1999.

Dated: June 16, 1999,

[SEAL] %K/
L —=
06/14/99
347280/99003
CH224321.1

68



EXHIBIT A

Series 1999 A Bonds Loan Agreement included in transcript as Document 3.
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EXHIBIT B

Series 1999 B Bonds Loan Agreement included in transcript as Document 3.
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SOUTH PUTNAM PUBLIC SERVICE DISTRICT
Water Revenue Bonds,

Series 1999 A (West Virginia Water Development Authority)
and Series 1999 B (West Virginia Water Development Authority)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL AMOUNTS, DATES, MATURITY DATES,
INTEREST RATES, INTEREST AND PRINCIPAL
PAYMENT DATES, SALE PRICES AND OTHER
TERMS OF THE WATER REVENUE BONDS,
SERIES 1999 A (WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY) AND SERIES 1999 B
(WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY), OF SOUTH PUTNAM PUBLIC SERVICE
DISTRICT; AUTHORIZING AND APPROVING LOAN
AGREEMENTS RELATING TO THE SERIES 1999 A
BONDS AND THE SERIES 1999 B BONDS;
AUTHORIZING AND APPROVING THE SALE AND
DELIVERY OF THE SERIES 1999 A BONDS AND THE
SERIES 1999 B BONDS TO THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY;
DESIGNATING A REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK; AND MAKING OTHER
PROVISIONS AS TO THE BONDS.

WHEREAS, the Public Service Board (the "Governing Body") of South
Putnam Public Service District (the "Issuer™), has duly and officially adopted a bond
resolution, effective June 15, 1999 (the "Bond Resolution" or the "Resolution”) entitled:

RESOLUTION AUTHORIZING THE REFUNDING OF
THE OUTSTANDING WATER REVENUE BONDS OF
SOUTH PUTNAM PUBLIC SERVICE DISTRICT AND
THE ACQUISITION AND CONSTRUCTION OF
IMPROVEMENTS AND EXTENSIONS TO THE
EXISTING PUBLIC WATERWORKS SYSTEM OF
SOUTH PUTNAM PUBLIC SERVICE DISTRICT AND
THE FINANCING OF THE COST, NOT OTHERWISE
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PROVIDED, THEREOF THROUGH THE ISSUANCE BY
THE DISTRICT OF NOT MORE THAN $6,440,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES 1999 A (WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY), AND NOT
MORE THAN $5,425,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS,
SERIES 1999 B (WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY); 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 AND RATIFYING LOAN
AGREEMENTS RELATING TO THE SERIES 1999 A
BONDS AND SERIES 1999 B BONDS; AUTHORIZING
THE SALE AND PROVIDING FOR THE TERMS AND
PROVISIONS OF SUCH BONDS AND ADOPTING
OTHER PROVISIONS RELATING THERETO.

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

WHEREAS, the Bond Resolution provides for the issuance of Water Revenue
Bonds of the Issuer (collectively, the "Bonds™), to be issued in two series, being the Water
Revenue Bonds, Series 1999 A (West Virginia Water Development Authority), in an
aggregate principal amount of not more than $6,440,000 (the "Series 1999 A Bonds"), and
the Water Revenue Bonds, Series 1999 B (West Virginia Water Development Authority), in
an aggregate principal amount of not more than $5,425,000 (the "Series 1999 B Bonds"), and
has authorized the execution and delivery of a loan agreement relating to the Series 1999 A
Bonds and a loan agreement relating to the Series 1999 B Bonds (collectively, the "Loan
Agreements”), each by and between the Issuer and the West Virginia Water Development
Authority (the "Authority™), all in accordance with Chapter 16, Article 13A of the
West Virginia Code of 1931, as amended (the "Act"); and in the Bond Resolution it is
provided that the form of the Loan Agreements and the exact principal amounts, dates,
maturity dates, interest rates, interest and principal payment dates, sale prices and other terms
of the Bonds should be established by a supplemental resolution pertaining to the Bonds; and
that other matters relating to the Bonds be herein provided for;
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WHEREAS, the Loan Agreements have been presented to the Issuer at this
meeting;

WHEREAS, the Series 1999 Bonds are proposed to be purchased by the
Authority pursuant to the respective Loan Agreements; and

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

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY
OF SOUTH PUTNAM PUBLIC SERVICE DISTRICT:

Section 1. Pursuant to the Bond Resoclution and the Act, this
Supplemental Resolution is adopted and there are hereby authorized and ordered to be issued
as follows:

(A) Water Revenue Bonds, Series 1999 A
(West Virginia Water Development Authority), of the
Issuer, originaily represented by a single Bond, numbered
AR-1, in the principal amount of $6,440,000. The
Series 1999 A Bonds shall be dated the date of delivery
thereof, shall finally mature October 1, 2038, and shall bear
interest at the rate of 5.8 % per annum, payable semiannually
on April 1 and October 1 of each year, beginning October 1,
1999. The Series 1999 A Bonds shall be payable in anmual
installments of principal on October 1 of each year,
commencing October 1, 2000, and ending October 1, 2038,
and in the amounts as set forth in "Schedule X" attached to
the Loan Agreement for the Series 1999 A Bonds and
incorporated in and made a part of the Series 1999 A Bonds.
The Series 1999 A Bonds shall be subject to redemption
upon the written consent of the Authority, and upon
payment of the interest and redemption premium, if any, and
otherwise in compliance with the Loan Agreement for the
Series 1999 A Bonds, as long as the Authority shall be the
registered owner of the Bonds.
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(B) Water Revenue Bonds, Series 1999 B
(West Virginia Water Development Authority), of the
Issuer, originally represented by a single Bond, numbered
BR-1, in the principal amount of $5,425,000. The
Series 1999 B Bonds shall be dated the date of delivery
thereof, shall finally mature October 1, 2038, and shall bear
interest at the rates set forth on Exhibit A attached to the
Series 1999 B Bonds, payable semiannually on April 1 and
October 1 of each year, beginning October 1, 1999. The
Series 1999 B Bonds shall be payable in annual installments
of principal on October 1 of each year, commencing
October 1, 2000, and ending October 1, 2038, and in the
amounts as set forth in "Schedule X" attached to the Loan
Agreement for the Series 1999 B Bonds and incorporated in
and made a part of the Series 1999 B Bonds. The
Series 1999 B Bonds shall be subject to redemption upon the
written consent of the Authority, and upon payment of the
interest and redemption premium, if any, and otherwise in
compliance with the Loan Agreement for the Series 1999 B
Bonds, as long as the Authority shall be the registered owner
of the Bonds.

Section 2. All other provisions relating to the Bonds and the text of the
Bonds shall be in substantially the forms provided in the Bond Resolution.

Section 3. The Issuer does hereby authorize, approve and accept the
Loan Agreements, copies of which are incorporated herein by reference, and the execution
and delivery of the Loan Agreements by the Chairman, and the performance of the
obligations contained therein, on behalf of the Issuer are hereby authorized, directed, ratified
and approved. The Issuer hereby affirms all covenants and representations made in the Loan
Agreements and in the application to the Authority. The price of the Bonds shall be 100 %
of par value, there being no interest accrued thereon.

Section 4. The Issuer does hereby appoint and designate One Valley
Bank, National Association, Charleston, West Virginia, as Registrar (the "Registrar”) for the
Series 1999 Bonds and does approve and accept the Registrar's Agreement to be dated the
date of delivery of the Series 1999 Bonds, by and between the Issuer and the Registrar, and
the execution and delivery of the Registrar's Agreement by the Chairman, and the
performance of the obligations contained therein, on behalf of the Issuer, are hereby
authorized, approved and directed.

CH324071.2



Section 5. The Issuer does hereby appoint and designate the
West Virginia Municipal Bond Commission, Charleston, West Virginia, to serve as Paying
Agent for the Series 1999 Bonds under the Bond Resolution.

Section 6. The Issuer does hereby appoint and designate Putnam County
Bank, Hurricane, West Virginia, to serve as Depository Bank under the Bond Resolution.

Section 7. Series 1999 A Bonds proceeds in the amount of $450,000
shall be deposited in the Series 1999 A Bonds Sinking Fund as capitalized interest.

Section 8. Series 1999 A Bonds proceeds in the amount of $390,605.60
shall be deposited in the Series 1999 A Bonds Reserve Account.

Section 9. Series 1999 B Bonds proceeds in the amount of $-0- shall be
deposited in the Series 1999 B Bonds Sinking Fund as capitalized interest.

Section 10. Series 1999 B Bonds proceeds in the amount of $356,614.84
shall be deposited in the Series 1999 B Bonds Reserve Account.

Section 11. The balance of the proceeds of the Series 1999 A Bonds shall
be deposited in the Series 1999 A Bonds Construction Trust Fund, along with other funds of
the Issuer, for payment of costs of the Project, including, without limitation, costs of issuance
of the Series 1999 A Bonds and related costs.

Section 12. The balance of the proceeds of the Series 1999 B Bonds shall
be deposited in the Series 1999 B Bonds Refunding Trust Fund for payment of costs of
refunding the Prior Bonds, costs of isstance of the Series 1999 B Bonds and, to the extent
proceeds are available, to pay Costs of the Project. Proceeds in the Series 1999 A Bonds
Construction Trust Fund and in the Series 1999 B Bonds Refunding Trust Fund shall be kept
separate and apart from each other.

Section 13.  The Chairman and Secretary are hereby authorized and
directed to execute and deliver such other docurnents, agreements, instruments and
certificates required or desirable in connection with the Bonds hereby and by the Bond
Resolution approved and provided for, to the end that the Series 1999 Bonds may be
delivered on or about June 16, 1999, to the Authority pursuant to the Loan Agreements.

Section 14. The acquisition and construction of the Project, the refunding
of the Prior Bonds 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.
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Section 13. The Issuer hereby determines that it is in the best interest of
the Issuer to invest all moneys in the funds and accounts established by the Bond Resolution
held by the Depository Bank, in time accounts, secured by a pledge of Government
Obligations, and therefore, the Issuer hereby directs the Depository Barnk to take such actions
as may be necessary to cause such moneys to be invested in such time accounts until further
directed by the Issuer. Moneys in the Series 1999 A Bonds Sinking Fund, the Series 1999 A
Bonds Reserve Account, the Series 1999 B Bonds Sinking Fund and the Series 1999 B Bonds
Reserve Account shall be invested by the West Virginia Municipal Bond Commission in the
West Virginia Consolidated Fund.

Section 16. The Issuer shall not permit at any time or times any of the
proceeds of the Series 1999 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 Series 1999 Bonds from the
treatment afforded by Section 103(a) of the Internal Revenue Code of 1986, as amended, and
the temporary and permanent regulations promulgated thereunder or under any predecessor
thereto (the "Code"}, by reason of the classification of the Series 1999 Bonds as "private
activity bonds" within the meaning of the Code. The Issuer will take all actions necessary
to comply with the Code and Treasury Regulations promulgated or to be promulgated
thereunder.

Section 17. This Supplemental Resolution shall be effective immediately
following adoption hereof.

Adopted this 15th day of June, 1999.

SOUTH PUTNAM PUBLIC SERVICE
DISTRICT

Chairman - ///

Member

Member
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CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the
Public Service Board of SOUTH PUTNAM PUBLIC SERVICE DISTRICT on the 15th day
of June, 1999,

Dated: June 16, 1999,

[SEAL] Z;/;/ A,Q =z

Secretary

06/15/59
847280/98003
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SOUTH PUTNAM PUBLIC SERVICE DISTRICT

Water Revenue Bonds,
Series 1999 A (West Virginia Water Development Authority)
and Series 1999 B (West Virginia Water Development Authority)

SECOND SUPPLEMENTAL RESOLUTION

SECOND SUPPLEMENTAL RESOLUTION PROVIDING
FOR CERTAIN AMENDMENTS TO THE BOND
RESOLUTION, ADOPTED JUNE 15, 1999,
AUTHORIZING THE WATER REVENUE BONDS,
SERIES 1999 A (WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY) AND SERIES 1999 B
(WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY), OF SOUTH PUTNAM PUBLIC SERVICE
DISTRICT.

WHEREAS, the Public Service Board (the “Governing Body") of South
Putnam Public Service District (the "Issuer"), has duly and officially adopted a bond
resolution, effective June 15, 1999 (the “"Bond Resolution” or the "Resolution”) entitted:

RESOLUTION AUTHORIZING THE REFUNDING OF
THE OUTSTANDING WATER REVENUE BONDS OF
SOUTH PUTNAM PUBLIC SERVICE DISTRICT AND
THE ACQUISITION AND CONSTRUCTION OF
IMPROVEMENTS AND EXTENSIONS TO THE
EXISTING PUBLIC WATERWORKS SYSTEM OF
SOUTH PUTNAM PUBLIC SERVICE DISTRICT AND
THE FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF THROUGH THE ISSUANCE BY
THE DISTRICT OF NOT MORE THAN $6,440,000 IN
AGGREGATE PRINCIPAL AMOUNT OF WATER
REVENUE BONDS, SERIES 1999 A (WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY), AND NOT
MORE THAN $5,425,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS,
SERIES 1999 B (WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY); PROVIDING FOR THE
RIGHTS AND REMEDIES OF AND SECURITY FOR
THE REGISTERED OWNERS OF SUCH BONDS;
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AUTHORIZING EXECUTION AND DELIVERY OF ALL
DOCUMENTS RELATING TO THE ISSUANCE OF
SUCH BONDS; APPROVING AND RATIFYING LOAN
AGREEMENTS RELATING TO THE SERIES 1999 A
BONDS AND SERIES 1999 B BONDS; AUTHORIZING
THE SALE AND PROVIDING FOR THE TERMS AND
PROVISIONS OF SUCH BONDS AND ADOPTING
OTHER PROVISIONS RELATING THERETO.

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

WHEREAS, the Bond Resolution provides for the issuance of Water Revenue
Bonds of the Issuer (collectively, the "Series 1999 Bonds"), to be issued in two series, being
the Water Revenue Bonds, Series 1999 A (West Virginia Water Development Authority), in
an aggregate principal amount of not more than $6,440,000 (the "Series 1999 A Bonds"),
and the Water Revenue Bonds, Series 1999 B (West Virginia Water Development Authority),
in an aggregate principal amount of not more than $5,425,000 (the "Series 1999 B Bonds ",
and on June 16, 1999, the Series 1999 Bonds were issued by the District;

WHEREAS, the Issuer has determined that certain amendments should be
made to the Bond Resolution to more accurately reflect the terms of the Series 1999 Bonds
and proposes to adopt this Second Supplemental Resolution to affect such amendments;

WHEREAS, the West Virginia Water Development Authority, as holder of
the Series 1999 Bonds, has indicated that it will provide written consent to the District for
the amendments to the Bond Resolution set forth in this Second Supplemental Resolution; and

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

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY
OF SOUTH PUTNAM PUBLIC SERVICE DISTRICT:

Section 1. Pursuant to the Section 11,01 of the Bond Resolution and the
Act, this Supplemental Resolution is adopted and there are hereby authorized and ordered

the following amendments to the Bond Resolution:

(A) The definition of "Series 1999 A Bonds Reserve Requirement” in Section
1.04 shall be amended (o read as follows:
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“Series 1999 A Bonds Reserve Requirement” means, the lesser of (a) 10%
of the stated principal amount of the Series 1999 A Bonds, (b) the maximum annual principal
and interest requirements on the Series 1999 A Bonds, or (c) 125 percent of the average
annual principal and interest requirements on the Series 1999 A Bonds.

(B) The definition of "Series 1999 B Bonds Reserve Requirement" in Section
1.04 shall be amended to read as follows:

"Series 1999 B Bonds Reserve Requirement" means, the lesser of (a) 10%
of the stated principal amount of the Series 1999 B Bonds, (b) the maximum annual principal
and interest requirements on the Series 1999 B Bonds, or (¢} 125 percent of the average
annual principal and interest requirements on the Series 1999 B Bonds.

(C) The Form of Series 1999 A Bond in Section 3.10 shall be amended to read
as follows (the underlining reflects the amended language):

. .. provided however, that so long as there exists in the Series 1999 A
Bonds Reserve Account an amount at least equal to the Series 1999 A Bonds Reserve
Requirement, and in the respective reserve accounts . . .

(D)  The Form of Series 1999 B Bond in Section 3.10 shall be amended to read
as follows (the underlining reflects the amended language):

.. . provided however, that so long as there exists in the Series 1999 B
Bonds Reserve Account an amount at least equal to the Series 1999 B Bonds Reserve
Requirement, and in the respective reserve accounts . . .

Section 2. This Second Supplemental Resolution shall be immediately
effective following adoption hereof and upon receipt by the Issuer of the consent of the West
Virginia Water Development Authority, as registered owner of the Series 1999 Bonds, to the
amendments to the Bond Resolution contained herein,
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Adopted this 22nd day of June, 1999.

SOUTH PUTNAM PUBLIC SERVICE
DISTRICT

é f’/«j/[// /zﬁ{%—wﬁ
,;{f;

Chairman
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CERTIFICATION

Certified a true copy of a Second Supplemental Resolution duly adopted by

the Public Service Board of SOUTH PUTNAM PUBLIC SERVICE DISTRICT on the 22nd
day of June, 1999,

Dated: June 22, 1999,

oy 7
[SEALI ;{g/f; / %j}é’”fg(.%

Sefretary

06/22/99
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WDA-5 .
(May 1993)

LOAN AGREEMENT

- THIS LOAN AGREEMENT, Made and entered into in seversl
counterparts, by and between the WEST VIRGINIA WATER DEVELOPMENT
- AUTHORITY, a governmental instrumentality.andZbody'corporate of the
State of West Virginia (the "Authority"), and the govermnmental
agency designated below (the "Governmmental Agency").

 SOUTH PUTNAM PUBLIC SERVICE DISTRICT‘(1999A)'
(Governmmental Agency)

WITNESSETH:

WHEREAS, pursuant to the provisions of Chapter 20,
Article S5C, of the Code of West Virginia, 1931, as amended (the
"Act"), the Authority is empowered to make loans to governmental
agencies for the acquisition or construction of water development
projects by such governmental agencies- and to  issue water
development revenue bends of the State of West Virginia ‘(the

L%

"State") to finance, in whole or in part, Ly loans to governmental

agencies, one or more water development projects, ail subiject to
such provisions and limitations as are contained in the Act;

WHEREAS, the Govermmental Agency constitutes a govern-
mental agency as defined by the Act; ' ‘

WHEREAS, the Governmental Agency is authorized and
empowered by the statutes of the State to construct, cperate and
improve a water development project, as defined by the Act, and to
finance the cost of constructing or acquiring the same by borrowing

money to be evidenced by revenue bonds issued by the Governmental
Agency; o T ‘ o - '

WHEREAS, the Governmental Agency intends to construct, is
constructing or has constructed such a water development project at

the location and as more particularly described and set forth in.

T

the Application, as hereinafter defined (the "Project");

WHEREAS, the Governmental Agency has completed and filed
with the Authority an Application for a Construction Loan with
attachments and exhibits and an ZAmended Application for a
Construction Loan also with attachments and exhibits (together, as
further revised and supplemented, the "Application"), which
Application is incorporated herein by this reference; and
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WHEREAS, having reviewed the Application and made all
- findings required by Section 5 of the Act and having available
sufficient funds therefor, the Authority is willing to lend the
Governmental Agency the amount set forth on Schedule X attached
hereto and incorporated herein by reference, through the purchase
of revenue bonds of the Govermmental Agency with proceeds of
certain water development revenue bonds of the State issued by the
Authority pursuant to and- in accordance with the provisions of the
Act and a certain general revenue bond resolution adopted by the
Board of the Authority (the "General Resolution"), as supplemented,
subject to the Govermmental Agency’s satisfaction of certain legal
"~and other requirements of the Authority’s water development loan

program (the "Program") as hereinafter set forth. :

NOW, THEREFORE, in consideration of the premises and the
mutual agreements hereinafter contained, the Governmental Agency
and the Authority hereby agree as follows: '

" ARTICLE T

Défigi;idns

1.1 Except where the context clearly indicates
otherwise, the terms "Authority," "water development revenue bond, »
"cost," governmental agency,® “water development project, "
"wastewater facility" and "water facility" have the definitions and
meanings ascribed to them in the Act. ' -

1.2 "Consulting Engineers" means the professional
engineer, licemsed by the State, who shall not be a reqular, full-
time employee of the State or any of its agencies, commissions or.
political sub-divisions, and designated in the Application and any
qualified successor thereto. K

1.3 r"Loan® means the loan to be made by the Authbrity to -
the Governmental Agency through the purchase of Local Bonds, as
hereinafter defined, pursuant to this Loan Agreement.

1.4 "Local Act" means ‘- the official action of the
Governmental Agency required by Section 4.1 hereof, authorizing the
Local Bonds. ' -

1.5 "Local Bonds" means the revenue bonds to be issued
by the Governmental Agency pursuant to the provisions of the Local
Statute, as hereinafter defined, ta evidence the Loan and to be
purchased by the Authority with a pBrtion of the proceeds of its
water development revenue bonds, all in accordance with the
provisions of this Loan Agreement.
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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 *"Origination Fee" means the fee paid by a
Govermmental Agency with respect ‘to its participation in  the
State’s Revolving Fund program established pursuant to Title VI of
the Water Quality Act of 1987, to provide funds for the acquisition
and construction of wastewater Projects. ‘

o 1.8 T"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.

1.9 T"Project™ means the water development project
hereinabove referred to, to be constructed or being constructed by
the Governmental Agency in whole or in part with the net proceeds
of the Local Bonds or being or having been constructed by the
Governmental Agency 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.

‘ 1.10 "System"™ means the water development project owned
by the Governmental Agency, of which the Project constitutes all or
to which the Project constitutes an improvement, and any
improvements thereto hereafter constructed or acquired from any
sources whatsoever. ‘ ’ x ' -

- - 1.11 Additional terms and phrases are defined in ‘this
Loan Agreement as they are used.. S

ARTICLE II:
The Project and the System

2.1 The Project shall generally consist of " the
construction and acquisition of the facilities described in the
Application, to be, being or having been constructed in accordance
with plans, specifications and designs prepared for the
Governmental Agency by the Consulting Engineers, the Authority
having found, to the extent applicable, that the Project 1is
consistent with the applicable comprehensive plan of water
management approved by the Director of the West Virginia Division

of Natural Resources’ (or in the process of preparation by such
©

-

Now administered by the West Virginia Division of
Environmental Protection. - :
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Director), has been approved by the West Virginia Bureau of Public
Health and is consistent  with the standards set by the West
Virginia Water Resources Board for the waters of the State affected
thereby.

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

2.3 A1l real estate and interests in real estate and all
personal property constituting the Project and the Project site
heretofore or hereafter acquired shall at all times be and remain
the property of the Governmental Agency, subject to any mortgage
lien or other security interest as is provided for in the Local
Statute unless a sale or transfer of all or a portion of said
property is approved by the Authority. : : -

2.4 The Governmental Agency agrees that the Authority
and its duly authorized agents shall have the right  at all
reasonable times to enter upon the Project site and Project
facilities and to examine and inspect the same. The Governmental
Agency further agrees that the Authority and its duly authorized
agents and representatives shall, prior to, at and after completion
of construction and commencement of operation of the Project, have
such rights of access to the System site and System facilities as

* may be reasonably necessary to accomplish all of the powers and

rights of the Authority with regpect to the System pursuant to the
pertinent provisions of the aAct. :

2.5 The Governmental Agency shall keep complete and
accurate records of the cost of acquiring the Project site and the
costs of constructing, acquiring and installing the Project. The
Governmental Agency shall permit the Authority, acting by and
through its Director or his duly authorized agents and
representatives, to inspect all books, documents, papers and
records relating to the Project and the System at any and all
reagsonable times for the purpose of audit and examination, and the
Governmental Agency shall submit to the Authority such documents
and information as it may reascnably require in connection with the
congtruction, 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. v

2.6 The Governmental Agency agrees that it will permit
the Authority and its agents and representatives to have access to
the records of the Govermmental Agency pertaining to the operation
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and maintenance of the System at any reasonable time following
completion of construction of the Project and commencement of
operation . thereof or if the Project is an improvement to an
existing system at any reasonable time following commencement of -
construction.

2.7 The Govermmental Agency shall require that each
construction contractor furnish a performance bond and a payment
bond, each in an amount at . least equal to one hundred percent
(100%). of the contract price of the portion of the Project covered

by the particular contract, as security for the faithful o
performance of such contract. . T

T 2.8 The Governmental Agency .shall require that each of
its contractors and all subcontractors maintain, during the life qf
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. Until the Project facilities are completed and accepted
by the Govermmental Agency, the Governmental Agency or (at the
option of the Governmental Agency)} the contractor shall maintain
builder’s risk insurance (fire and extended coverage) on a one
hundred percent (100%) basis (completed wvalue form) on the
insurable portion of the Project, such insurance to be made payable
to the order of the Authority, the Governmental Agency, the prime
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
Governmental Agency on or before the Date of Loan Closing, as
hereinafter defined, and maintained so long as any of the Local
Bonds is outstanding. Prior to commencing operation of the
Project, the Govermmental Agency must also obtain, and maintain so
long as any of the Local Bonds is outstanding, business
interruption insurance if available at a reasonable cost. :

2.9 The Governmental Agency shall provide and maintain
competent and adequate resident engineering services satisfactory
to the Authority covering the supervision and inspection of the
development and -construction .of the Project, and ‘bearing the
responsibility of assuring that construction conforms to the plans,
specifications and designs prepared by the Consulting Engineers,
which have been approved by all necessary governmental bodies.
Such resident. engineer shall certify to the Authority and the
Govermmental = Agency at the coampletion of construction ‘that
construction is in accordance with the approved plans,
specifications and designs, or amendments thereto, approved by all
necessary governmental bodies. '



2.10 The Governmental Agency agrees that it will at al]l -
times provide operation and maintenance of the System to comply
with any and all State and federal standards. The Governmental
Agency agrees that qualified operating personnel properly certified
by the State will be retained to operate the System during the
entire term of this Loan Agreement.

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

2.12 The Governmental Agency, commencing on the date
contracts are executed for the construction of the Project and for
two years following the completion of the Project, shall each month
complete a Monthly Financial Report, the form of which is attached
hereto as Exhibit C and incorgorated herein by reference, and
forward a copy by the 10th of each month to the Authority.

ARTICLE IIX

. Conditions to Loan;

Isguance of Local Bonds

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

(a) The Govermmental Agency shall have performed
and satisfied all of the terms and conditions to be performed and
satigfied by it in this Loan Agreement;

(b} The Govermmental Agency 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;

(c} The Govermmental Agency shall either have
received bids or entered 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 financing of construction, the
Governmenta¥ Agency must either be constructing or have constructed
its Project for a cost and as otherwise compatible with the plan of
financing described in the Application; and, in either case, the
Authority shall have received a certificate  of the Consulting
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Engineers to such effect the form of which certificate is attached.
hereto as Exhibit A; '

(d) No Loan shall be made for the purpose of
refinancing any outstanding long-term indebtedness of 3
Governmental Agency unless an opinion of counsel is received by the
Authority to the effect that such refinancing is permitted by the
Act and the Resolution, and that such refinancing will not cause a
violation of any covenant, representation or agreement of the
Authority contained in the Resolution or Tax Regulatory Agreement
~-with respect to the exclusion of the interest on the Bonds from
gross income of the holder thereof for federal income tax purposes;

-(e) 'The Governmental Agency shall have cbtained all
permits required by the laws of the State and the federal
government necessary for the construction of the Project, and the
Authority shall have received a certificate of the Consulting .
Engineers to such effect:; : :

- o (f) The Govermmental Agency shall have obtained all
requisite orders of and approvals from the Public Service -
Commission of West Virginia (the .n"pscr) - 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 shall have received an opinion of counsel to the
Governmental Agency, which may be local counsel to the Governmental
Agency, bond counsel or special PSC counsel but must be
satisfactory to the Authority, to such effect; o

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

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

(i) Such rates and charges for the System shall be
sufficient to comply with the provisions of Subsection 4.1(b) (ii)
hereof, and the Authority shall have received a certificate of the
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accountants for the-.Governmental Agency, or such other person or
firm experienced in the finances of governmental agencies and
satigfactory to the Authority, to such effect; and

(j} The net proceeds of the Local Bonds, together
with all moneys on deposit or to be gsimultaneously 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,
+ 8hall be sufficient to pay the costs of construction and
acquisition of the Project as set forth in the Application, and the
Authority shall have received a certificate of the Consulting
Engineers, or such other person or  firm experienced in the
financing of water development projects and satisfactory to the
Authority, to such effect, such certificate to be in form and
substance satisfactory to the Authority, and evidence satisfactory
to the Authority of such irrevocably committed grants.

3.2 Subject to the terms and provisions of this Loan
Agreement, the rules and regqulations promulgated by the Authority
Oor 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 Govermmental Agency and the Governmental
Agency shall accept the Loan from the Authority, and in furtherance
thereof it is agreed that the Govermmental Agency shall sell to the
Authority and the Authority shall make the Loan by purchasing the
Local Bonds in the principal amount and at the price set forth in
Schedule X hereto. The Local Bonds shall have such further terms
and provisions as described in Article IV 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
Governmental Agency by written notice to the Authority, which -
written notice shall be given not less than ten (10) business days
prior to the date designated; provided, however, that if the:
Authority is unable to accept delivery on the date designated, the
Local Bonds shall be delivered to the Authority on a date as close
as possible to the designated date and mutually agreeable to the
Authority and the Governmental Agency. The date of delivery so
designated or agreed upon is hereinafter referred to as the "Date
of Loan Closing." Notwithstanding the foregoing, the Date of Loan
Closing shall in no event occur: more than ninety (90) days after
the date of execution of this Lcan Agreement by the Authority.

3.5 The Governmental Agency understands and acknowledges
that it is one of several govermmental agencies which have applied

-8-



to the Authority for loans to finance water development projects
and that the obligation of the Authority to make any such loan is
subject to the Governmental Agency’s fulfilling all of the terms
and conditions of this Loan Agreement on or prior to the Date of
Loan Closing and to the right of the Authority to make such loans
to other governmental agencies as in the aggregate will permit the
fullest and most timely utilization of such proceeds to enable the
Authority to pay debt service on the water development revenue
‘bonds issued by it. The Governmental Agency specifically-
recognizes that the. Authority will not purchase the Local Bonds

--unless and until it has available funds sufficient to purchase all

the Local Bonds and that, prior to such execution, the Authority -
may commit to and purchase the revenue bonds of other governmental
agencies for which ‘it has sufficient funds available. The
Governmental Agency further specifically recognizes that during the
last 90 days of a: period to originate Loans from its water
development revenue bond proceeds, the Authority may execute Loan
Agreements, commit moneys and close Local Bond sales in such order
and manner as it deems in the best interest of the Program.

ARTICLE IV
Local Bonds; Security for Loan;

Repayment of Loan; Interest on Loan;

Fees and Charges

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

(a) That the revenues generated from the operation
of the System will be used monthly, in the order of priority
listed, as set forth on Schedule Y attached hereto and incorporated
herein by reference. The gross revenues of the System shall always
be used for purposes of the System. : e R

(b) Covenants substantially as follows:

: (i) That the Local Bonds shall be secured by
the gross or net revenues from the System, as more fully set forth
in Schedules X and Y attached hereto;

(ii) That the schedule of rates ¢t 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
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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 established for the payment of debt service on the
Local Bonds (the "Reserve Account®) is funded (whether by Local
Bond proceeds, monthly depogits or otherwise) at an amount at least
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") and any reserve account for any:

-.-such prior or parity obligations is funded at least at the

g

requirement therefor, equal to at least one hundred ten percent
(110%) of the maximum amount required in any year for debt service-
on the Local Bonds and any such prior or parity obligations;

(iii) That the Governmental Agency will
complete the Project and operate and maintain the System in good
condition; : . _ ‘

“(iv) That, except as otherwise required by
State law or with the written consent of the Authority, the System
may not be sold, mortgaged, leased or otherwise disposed of except
as a whole, or substantially as a whole, and only if the net
proceeds to be realized shall be sufficient to pay fully all the
Local Bonds outstanding, with further restrictions on the
disposition of portions of the System as are normally contained in
such covenants;

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

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

(vii) That the Govermmental Agency will not
render any free services of the System;
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(viii) That any Local Bond owner may, by
proper legal action, compel the performance of the duties of the
Governmental Agency under the Local Act, including the making and
collection of sufficient rates or charges for services rendered by
the System, and shall also have, in the event of a default in
payment of principal of or interest on the Local Bonds, the right
to obtain thé appointment of a receiver to administer the System or
construction of the Project, or both, as provided by law;

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

(x) That, to the extent legaily“allowable, the

Governmental Agency will.not grant any franchise to provide any
Sservices which would compete with the System; : -

(xi) That the Govermmental Agency shall
annually cauge the records of the. System to be audited by an
independent certified public accountant or. independent public
accountant  and shall. submit the report. of said - audit to . the
Authority, which report shall . include a statement -that the
Governmental Agency is in compliance with the terms and provisions
of the Local Act and this Loan Agreement and that the Governmental
Agency’s revenues are adequate to meet -its operation and
maintenance expenses and debt service requirements;

- (xii) = That the Governmental Agency shall
annually adopt a detailed 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 within 30 days of adoption thereof; : _

(xiii) That, to the extent authorized by the
laws of the State and the rules and regulations of the PSC,
prospective users of the System shall be required to comnect
thereto; - : S

(xiv) That the proceeds of the Local Bonds,
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 Governmental Agency and on which
the owners of the Local Bonds shall have a lien until such proceeds
are applied to the construction of the Project (including the
repayment of any incidental interim financing for non-construction
costg) and/or (b) be used to pay (or redeem) bond anticipation
notes or other interim funding of such Governmental Agency, the
proceeds of which were used to finance the construction of the
Project; provided that, with the prior written consent of the
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Authority, the proceeds of the Local Bonds may be used to fund all
or a portion of the Reserve Account, on which the owner of the
Local Bonds shall have a lien as provided herein;

(xv) That, as long as the Authority is the
owner of any of the Local Bonds, the Governmental Agency shall not
authorize redemption of any Local Bonds by it without the written
consent of the Authority and otherwise in compliance with this Loan
Agreement;

{xcvi) - That, unless it qualifies for an
exception to the provisions of Section 148 of the Code, which
exception shall be set forth in an opinion of bond counsel, the
Governmental Agency will furnish to the Authority, annually, 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 requested
by the Authority; - ' '

: (xvii) That the Governmental Agency shall
take any and all actiom, or shall refrain from taking any action,
as shall be deemed necessary by the Authority to maintain the
exclusion from gross income for Federal income tax purposes of
interest on the Authority’s water development revenue bonds;

S (xviii) That the Govermmental Agency shall
have obtained the certificate of the Consulting Engineer in the
form attached to the Loan Application, 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, the Project is adequate for the purposes for which it
was designed and the funding plan as submitted to the Authority is
sufficient to pay the costs of acquisition and construction of the
Project;

‘ (xix) That the Governmental Agency shall, to
the full extent permitted by applicable law and the rules and
regulations of the West Virginia Public Service Commission,
terminate the services of amy water facility owned by it to any
customer of the System who is delinquent in payment of charges for
services provided by the System and will not restore the services
of the water facility until all delinquent charges for the services
of the System have been fully paid or, if the water facility is not
owned by the Governmental Agency, then the Govermmental Agency
shall enter into a termination agreement with the water provider;
and

(x That the Governmental Agency shall furnish

to the Authority such information with respect to earnings on all
funds constituting "gross proceeds" of the Local Bonds (as that
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term is defined in the Code) from time to time as the Authority may
request. ' _

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

, 4.2 The Loan shall ‘be secured by the pledge and
assignment by the Governmental Agency, as effected by the Local
Act, of the fees, charges and other revenues of the Governmental
Agency from the System as further set forth by and subject only to
such reservations and exceptions as are described in Schedules X
and Y hereto or are otherwise expressly permitted in writing by the
Authority.

o 4.3 An Origination Fee Account shall be established with
the Trustee to hold the portion of the proceeds of any Loan
established to fund an Origination Fee. Amounts on deposit in an
Origination Fee Account shall belong to the Governmental Agency
receiving the related Loan, but such amounts may only be disbursed
from the Account to pay the Origination Fee as and when required to
satisfy the requirements of the State’s Revolving Fund program
established pursuant to Title VI of the Water Quality Act of 1987
or for such other purposes as the Authority may approve in writing.

4.4 The principal of the Loan shall be repaid by the
Governmental Agency annually on the day and in the years provided
in Schedule X hereto. Interest payments on the Loan shall be made ‘
by the Governmental Agency on a sSemiannual basis as provided in
said Schedule X.

4.5 The Loan shall bear interest from the date of the
delivery to the Authority of the Local Bonds until the date of
payment thereof, at the rate or rates per annum set forth on
Schedule X hereto. 1In no event shall the interest rate on or the
net interest cost of the Local Bonds exceed any statutory
limitation with regard thereto.: :

_ 4.6 The Local Bonds shall be delivered to the Authority
in fully registered form, transferable and exchangeable as provided
in the Local Act at the expense of the Governmental Agency.
Anything to the contrary herein notwithstanding, the Local Bonds
may be issued in one or more series, as reflected by Séhedule X
hereto.
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4.7 The Governmental Agency agrees to pay from time to
time, as required by the Authority, the Governmental Agency’'s
allocable share of the reasonable administrative expenses of the
Authority relating to the Program. Such administrative expenses
shall be as 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 the water
development revenue bonds. The Authority shall provide both the
Governmental Agency and the trustee for the water development -
revenue bonds with a schedule of such fees and charges, and the
-Governmental Agency shall pay such fees and charges on the dates
indicated directly to the trustee. The Governmental Agency hereby
specifically authorizes the Authority to exercise the powers
granted it by Section 9.06 of the General Resolution. '

4.8 The Govermmental Agency agrees to expend the net
proceeds of the Local Bonds for the Project within 3 years of the
issuance of the Authority’s bonds. :

4.3 2As long as the Authority is the owner of any of the
Local Bonds outstanding, the Governmental Agency shall not redeem
any of such Local Bonds outstanding without the written consent of
the Authority, and any such redemption of Local Bonds authorized by
the Authority shall prcvide for the payment of interest to the
first allowable redemption date for the applicable water
development revenue bonds, the redemption premium payable on the
applicable water development revenue bonds redeemable as a
consequence of such redemption of Local Bonds and the costs and
expenses of the Authority in effecting any such redemption, all as
further prescribed by Section 9.11 of the General Resolution.
Nothing in this Loan Agreement shall be construed to prohibit the
Authority from refunding applicable water development revenue
bonds, and such refunding need not be based upon or result in any
benefit to the Govermmental Agency.

ARTICLE V

Certain Covenants of the Governmental Agency;
Imposition and Collection of User Charges;
- Payments To Be Made by

Governmental Agency to the Authority

5.1 The Governmental Agency hereby irrevocably covenants
and agrees to comply with all of the terms, conditions and
requirements of this Loan Agreement and the Local Act. The
Governmental Agency hereby further irrevocably covenants and agrees
that, sas 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, as set forth in
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the Local Act and in compliance with the provisions of Subsection
4.1 (b) (ii) hereof. :

5.2 1In 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
minimum sums set forth in the Local Act, the Governmental Agency
hereby covenants and agrees that it will, to the extent or in the
manner authorized by law, immediately adjust and increase such
schedule of rates, fees and charges so as to provide funds
-sufficient to produce the minimum sums set forth in the Local Act
and as required by this Loan Agreement.

: 5.3 1In the event the Governmental Agency defaults in the
payment of any fees due to the Authority pursuant to Section 4.6
hereof, the amount of such default shall bear interest at the
interest rate of the installment of the Loan next due, from the
date of the default until the date of the payment thereof.

5.4 The Governmental Agency hereby irrevocably covenants
and agrees with the Authority that, in the event of any default
hereunder by the Govermmental Agency, the Authority may exercise
any or all of the rights and powers granted under Section 6a of the
Act, including without limitation the right to impose, enforce and
collect directly charges upon users of the System. _

ARTICLE VI

Other Agreements of the

Governmental Agency

6.1 The Govermmental Agency hereby acknowledges to the
Authority its understanding of the provisions of the Act, vesting
in the Authority certain powers, rights and privileges with respect
to water development projects in the event of  default. by
governmental agencies in the terms and covenants of loan
agreements, and the Governmental Agency hereby covenants and agrees
that, if the Authority should hereafter have recourse to said
rights and powers, the Govermmental Agency 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 At the option of the Authority, the Governmental
Agency. shall issue and sell to the BAuthority additional,
subordinate bonds to evidence the Governmental Agency’s obligation
to repay to the Authority any grant received by the Govermmental
Agency from the Authority in excess of the amount to which the
Governmental Agency is entitled pursuant to applicable policies or
rules and regulations of the Authority. Also at the option of the
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Authority, the Govermmental Agency may issue and sell to the
Authority additiomal, subordinate bonds for such purposes as may be
acceptable to the Authority.

6.3 The Governmental Agency hereby warrants and
represents that all information provided to the Authority 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 shall have the right to
cancel all or any of its obligations under this Loan Agreement if
(a) any representation made to the Authority by the Governmental
Agency in connection with the Loan shall be incorrect or incomplete
in any material respect or (b) the Governmental Agency has violated
any commitment made by it in its Application or in any supporting
documentation or has violated any of the terms of this Loan
Agreement. :

6.4 The Governmental Agency hereby agrees to repay on or
prior to the Date of Loan Closing any moneys due and owing by it to
the Authority for the planning or design of the Project, and such
repayment ‘shall be a condition precedent to the Authority’s making
the Loan.

6.5 The Governmental Agency hereby covenants that it
will rebate any amounts required by Section 148 of the Internal
Revenue Code of 1986, as amended, and will take all steps necessary
to make any such rebates. In the event the Governmental Agency
fails to make any such rebates as required, then the Governmental
Agency shall pay any and all penalties, obtain a waiver from the
Internal Revenue Service and take any other actions necessary or
desgirable to preserve the excluzion from gross income for Federal
income tax purposes of interest on the Local Bonds.

, 6.6 Notwithstanding Section 6.5, the Authority may at
any time, in its sole discretion, cause the rebate calculations
prepared by or on behalf of the Governmental Agency to be monitored
Or cause the rebate calculations for the Governmental Agency to be
pPrepared, in either case at the expense of the Governmental Agency.

6.7 The Governmental Agency hereby agrees to give the
Authority prior written notice of the issuance by it of any other
obligations to be used for the Project, payable from the revenues
of the System or from any grants for the Project or otherwise
related to the Project or the Sy¥tem. ' ' '

6.8 The Governmental Agency hereby agrees to file with
the Authority upon completion of acquisition and construction of
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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

Miscgllaneous

7.1 Additional definitions, additional terms and
-.-provisions of the Loan and additional covenants and agreements of -
the Govermmental Agency are set forth in Schedule Z attached hereto
and incorporated herein by reference, with the same effect as if
contained in the text of this Loan Agreement. : |

7.2 Schedule X 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 Governmental Agency supplementing the Local Act, a certified
copy of which official action shall be submitted to the Authority.

7.3 If any provision of this Loan Agreement shall for
any reason be held to be invalid or unenforceable, the irvalidity
or unenforceability of such provision shall not affect amy - 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. o

7.4 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 conmstitute 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.

7.5 No waiver by either party of any term or condition
of this Loan Agreement shall be deemed or construed as a waiver of
any other terms or conditions, nor shall a waiver of any breach be
deemed to constitute a waiver of any subsequent breach, whether of
the same or of a different section, subsection, paragraph, clause,
phrase or other provision of this Loan Agreement. o

7.6. This Loan Agreement merges and 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.

7.7 By execution and delivery of this Loan Agreemen¥,
notwithstanding the date hereof, the Governmental Agency
specifically recognizes that it is hereby agreeing to sell its
Local Bonds to the Authority and that such obligation may be
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- . . - -

specifically enforced or subject to a similar equitable remedy by
the Authority. :

7.8 This Loan Agreement shall terminate upon the earlier
of: '

(i) the end of ninety (90) days after the date of
execution hereof by the Avuthority if the Governmental Agency has
failed to deliver the Local Bonds to the Authority;

(ii) termination by the Authority pursuant to
- 8ection 6.3 hereof; or

(iid) payment in full of the principal of and
interest on the Loan and of any fees and charges owed by the,
Governmental Agency to the Authority. : '

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.

e ~ South Putnam Public Service District
2 [Proper Name of Governmental Agency]

(SEAL) | | .By; 4,// %}

Its:  Chairman
Attes%ﬂ .
, “f;2ﬁ?zz£?

Date: June 16, 1999

[

Its: - Secretary
WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY .

(SEAL) By

Date: . June 16, 1999

a
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EXHIBIT A

FORM OF CERTIFICATE OF CONSULTING ENGINEER.

(Issuer)r'

(Name of Bonds)

: ‘ I, » Registered Professional Engineer,
West Virginia License No. , of ___ » Consulting
Engineers, ’ . hereby certify that my firm
is engineer for the acquisition and construction of .

- to the _ -~
— System {(herein called the "Project") of
(the "Issuer") to be constructed primarily in ._ ______ County, West
Virginia, which construction and acquisition are being permanently
‘financed in part by the above-captioned bonds (the "Bonds®) of the
Issuer. Capitalized words not defined herein shall have the
meaning set forth in the passed by the of the
Issuer on , 19, effective , 189__, and the Loan
Agreement by and between the Issuer and the West Virginia Water
Development Authority (the "Authority") dated ; 19___.

1. The Bonds are being issued for the purpose- of

(the "Project").

, 2. The undersigned hereby certifies that (i) the
Project will be constructed in accordance with the approved plans,
specifications and designs prepared by my firm and as described in
the application submitted to the Authority requesting the Authority
to purchase the Bonds (the "Application”) and approved by all
necessary govermnmental bodies, (ii) the Project is adequate for the
purpose for which it was designed and has an estimated useful life
of at least forty years, (iii) the Issuer has received bids for the
construction of the Project which are in an amount and otherwise
compatible with the plan of financing described in the Application
and my firm has ascertained that all contractors 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 by my firm for accuracy, (iv) the Issuer has obtained all
permits required by the laws of the State and the federal
government necessary for the construction of the Project, (v) the
rates and charges for the System as adopted by the of the
Issuer are sufficient to comply with the provisions of Subsection
4.1(b) (ii) of the Loan Agreement, (vi)} that the net proceeds of the
Bonds, together with all other moneys on deposit or to be
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simultaneocusly deposited and irrevocably pledged thereto and the
proceeds of grants irrevocably committed therefor, are sufficient
Lo pay the costs of conmstruction and acquisition of the Project as
set forth in the Application, and (vii) attached hereto as Exhibit
A is the final amended *Schedule A - Total Cost of Project and
Sources of Funds" for the Project.

. day of o 19__ .

—————

WITNESS my sigmature on this

By:

West Virginia License No.

TSEAL]

—
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EXHIBIT B
IQpiﬁion of Bond Counsel for Governmental‘Agencyj

[To Be Dated as of Date of Boan,Closing],

1,We§t Virginia W&tér Development Authority .
1201 Dunbar Avenue '
Dunbar, West Virginia 25064
Gehtlemen: o
We are bond counsel to
(the "Governmental Agency"), a

.

. . We have. examined a certified copy of proceedings  and
other papers relating to (i) the authorization of a loan agreement
dated ., 19 » including all schedules and exhibits
attached thereto (the "Loan Agreement"),. between the Governmental
Agency and the West Virginia Water Development Authority : (the
"Authority”) and (ii) the issue of a series of revenue bonds of the
Governmental Agency, dated : ;19 (the "Local Bonds"),
to be purchased by the Authority in accordance with the provisions
of the Loan Agreement. The Local Bonds are in.the principal amount.
of §__ , issued in the form of one bond registered as to
principal and interest to the Authority, with interest payable
April 1 and October 1 of each year, beginning _____ 1, 19__,
at the respective rate or rates and  with principal payable in
installments on October 1 in each of the years, all as follows:

‘Year : ‘Installment = . '-;nte;egg'ga;g

The Local Bonds are_issued for the purpose of
N and paying certain issuance and other costs
in connection therewith. : . SR b

We have also examined the applicable provisions of
: of the Code of West Virginia, 1931, as
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amended (the "Local Statute"), and the bond duly .
enacted by the Governmental Agency on (the "Local
Act"), pursuant to and under which Local Statute and Local Act the
Local Bonds are authorized and issued, and the Loan Agreement that
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 Governmental Agency and is a valid s
and binding special obligation of the Governmental Agency
enforceable in accordance with the terms thereof. '

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

3.' The Govermmental Agency is a duly organized and
presently existing '

; with full power and authority to construct

and acquire the Project and to operate and maintain the System
referred to in the Loan Agreement and to issue and sell the Local
Bonds, all under the Local Statute and other applicable provisions
of law. - ' ' : '

_ 4. The Governmental Agency has legally and effectively -
enacted the Local Act and ‘all other necessary in
connection with the issuance and sale of the Local Bonds. 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 are valid and legally enforceable
special obligations of the Govermmental Agency, payable from the
fnet] revenues of the System referred to in the Local Act and
secured by a [first] lien on and pledge of the [net] revenues of
said System, all in accordance with the terms of the Local Bonds
and the Local Act, and have been duly issued and delivered to the
Authority.

&. 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 bankruptcy, insolvency,
reorganization, moratorium and other laws affecting creditors’

rights or in the exercise of judicial discretion in appropriate
cases.

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

Very trﬁly yours,
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EXHIBIT C

QMbﬁthly Financial Report

[Name of Govermmental Agency]

[Néme of Bond Issue]
Fiscal Year -

Report Month:

: CURRENT YEAR TO BUDGET YEAR '
ITEM _MONTH _DATE TO_DATE DIFFERENCE
1. Gross Revenues
Collected
2. Operation and
Maintenance
Expense

3. Other Bond
Debt Payments
(including
Reserve Fund
deposits)

4. Bond Payments
(include Reserve Fund
deposits}

5. Renewal ana
Replacement Fund
Deposit

6. Funds available
for capital
construction

Witnesseth my signature this day of ; 19 .

[Name of Govermmental Agency]

By:

Authorized QOfficer
ABBOO17F -
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WDA-5X :
(May 1993}

| SCHEDULE X |
DESCRIPTION OF LOCAL EONDS

Principal Amount of Local Bonds $_6,440,000

Purchase Price of Local Bonds $ 6,440,000

Interest on the Local Bonds is payable on April ‘1 ang
October 1 in each year, beginning with the. first. semiannual
interest payment date after delivery of the Local Bonds to the
Authority, until the Local Bonds are paid in full, at the rate of
5. ¥ per annum. Principal of the Local Bonds is payable on
October 1 in each year asg set forth on Exhibit 1 attached hersto
and incorporated herein by referencs. - o

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

As of the date of the Loan Agreement, the Local Bonds are
subordinate as to source of and security for payment to the
following obligations: patap System Note, Series 1997, dated October 30,

- 1997, issued in the original principal amount of
not to exceed $250,000. . ‘



Series A: $6,440,000

South Putnam Public Service District, West Virginia
WDA Loan (Loan Program II, 1999 Series A) of $6,440,00
Series A :
DEBT SERVICE SCHEDULE
10/01/1999 - - 108,943.23 108,943.33
40172000 T - 186,760.00 188,760.00
10012000 23,356.00 5800% = 186,7650.00 . - 210,116.00
4/01/2001 - - 186,082.68 186,08268
10/01/2001 17,431.00 5.800% 186,082 68 203,513.68
4/01/2002 - - - 18557718 185,577.18
100172002 - 21,817.00 5.800% 185,577.18 207,384.18
4701/2003 . - . 184,944.48 184,944.48
10/01/2003 2459200 5.800% 184594448 - 20653648
40172004 - - 18431832 18431832
10/01/2004 21,645.00 5.800% 184,318.32 205,963.32
. &01/2005 L. - -183,690.61. 183,690.81
10/04/2005 27,000.00 5.800% 183,690.61 " 210,690.51
40172008 - - 182,907.61 182,907.61
10/01/2006 27.766.00 5.800% 182,507.61 210,673.81
4/01/2007 - - 182,102.40 182,102.40
10/1/2007 28,891.00 5.800% 182,102.40 210,993.40
4/01/2008 - - 181,264.56 181,284.56
10/01/2008 30,379.00 5.800% 181,264.58 211,643.58
4/01/2009 - - 180,383.57 180,383.57
10/01/2009 : 32,316.00 5.800% 180,383.57 212,609.57
401210 Co- -7 179,446.40 179,446.40
10/01/2010 34,591.00 5.800% 179,446.40 214,037.40
AO2011 - - | 178,443.26 178,443.26
10/01/2011 37.472.00 5.800% 178,44326 215,915.26
40172012 - - 177.256.58 177,356.58
10:01/2012 35,885.00 5.800% 177,356.58 21324158
4017213 - - : 176,315.91 176,315.91
10/01/2013 39.967.00 5.800% 176,315.91 216,282.91
40172014 - - 175,158.87 175,156.87
100172014 39,53500 5.800% 175,156.87 214,691.87
407205 - . 174,01035 174,010.35
10:01/2015 44,578.00 5.800% " 174,010.35 . 218,588.35
4/01/2016 - - 172.117.59 172.717.59
100172018 45,963.00 5.300% 172,717.59 218,680.59
AN /2017 - - 171,384.66 171,384.86
10/1/2017 47,979,00 5.800% 171,384.66 219,383.66
40172m8 - - 169,893.27 169,993.27
10/01/2018 80.662.00 5.500% 169,983.27 250,655.27
40172019 - - 167,654.08 167,654.08
© 10/01/2019 83,981.00 5.800% = 167,654.08 251,635.08
40172020 - - 165,218.63 165,218.63
10/01/2020 87,861.00 5.800% 165,218.63 253,079.63
40172021 - - 162.670.66 162,670.66
10/01/2021 92,497.00 5.800% 162,670.66 255,167.66
40172022 - - 158,988 24 159,988 24
Ferris, Baker Waits, Inc. Filz = wdalns99.sf-Series A-36,440,000

West Virginia Public Finance Department &/14/1999 £:28 PAf



Series A: 365,440,000

South Putnam Public Service District, West Virginia
WDA Loan (Loan Program II, 1999 Series A) of $6,440,000
‘ Series A
DEBT SERVICE SCHEDULE - -
1001/2022 97,837.00 5.800% 159,968.24 25782524
4012023 - R . 15715097 157,150.97
10/01/2023 104,012.00 5.800% 157,150.97 26116297
40172024 .- - ST 15413482 154,134.62
10012024  111,060.00 .. 5.800% L. 15413462 - 28520362 -
© 412025 - e 150,813.62 . 150,913.62
© 100172025 123786.00 5.800% & 15081362 274,699.62
4/01/2026' L. - 14732383 - . 14732383
100172026 127,497.00 - 5800% 14732383 27432083
C4R02T . L - R 14382642 T 14362642
SO1012027 - 137,192.00 © 5.800% . L 143,628.42 © 28081842 -
40172028 e - : ¢ 139,647.85 - -139,647.85
10/01/2028 207,962.00 _ 5800% . 13964785 _ 347,609.85
491/2029 - . 133,616.95 133,616.95
10012029 | 220,274.00 . 5.800% ' 13361695 | 35380095
C4m1/2030 0 - . - 127,229.00 127,229.00
1001/2030 343,812.00 5.800% 127,229.00 . 471,041.00
40172031 - T 1725848 117.258.48
100172031 . . 404,391.00 . 5.800% - 11725846 521,649.45
2 - S © 10853192 105,531.12
10/01/2032 426,689,00 5.800% . * 105,531.12 53222012 *
. 401/2033 e e - 93,15714 . 93,157.14
10/01/2033 455,537.00 5.800% 93,157.14 548,694.14
4012034 - e 7994656 - 78.946.56
10/01/2034 481,058.00 5.800% . 79,946.56 561,004.56
40172035 - . 65,995.88 .65,995.88
100122035 508,316.00 5.800% 6590588 574,311.88
- 4/01/2036 : . : . ' 5125472 = 5125472
10:01/2038 53741100 5.800% 51,25472  588,665.72
| 401/2037 S e : 3566080 . - 35669.80
10/01/2037 568,449.00 5.800% .- 35,669.80 * 604,118.80
4/01/2038 - - 19,184.78 19,184.78
10/01/2038 681,544 00 5.800% - 19,184.78 680,728.78
Total -~ 6,440,00000 - - © . 11;689,002.59 18,129,002.59
Ferris, Baker Wats, Inc. ‘ ' _ . . File = wdalns99.5Sertes A-36,440,000

West Virginia Public Finance Deparmént S S : &141999 4:28 A



WDA-5Y-PSD Water
(May 1993)

SCHEDULE Y
REVENUES

In accordance with Subsection .4.1(a) of the Loan
Agreement, the revenues generated from the operation of the System
will be used monthly, in the order of priority listed, as follows:

(i) toupay Operating Expenses of the sys;em;

{ii) to the extent not otherwise limited by an
ocutstanding local regolution, indenture . or other. act or
document, as reflected on Schedule X to the Loan Agreement,
and beginning seven (7) months prior to the first date of
payment of interest on the Local Bonds from revenues and
thirteen (13) months prior to the first date of payment of
principal of the Local Bonds, respectively, to provide debt
service on the Local Bonds by depositing in a sinking fund
one-sixth (1/6) of the interest payment next coming due on the
Local Bonds and one-twelfth (1/12) of the principal payment
next coming due on the Local Bonds and, beginning thirteen
(13) months prior to the first date of payment of principal of
the Local Bonds, if the Reserve Account was not funded from
proceeds of the Local Bonds or otherwise concurrently with the
issuance thereof (which, with an approving opinion of bond
counsel to the Governmental Agency, may be with a letter of
credit) in an amount equal to the Reserve Requirement, by
depositing in the Reserve Account an amount not less than
one-twelfth (1/12) of one-tenth (1/10) (or such other amount
as shall be acceptable to the Authority and as shall fund the
Reserve Account over not more than ten (10) years). 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;

(1ii) 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 €mergency repairs or replacements to the
System or eliminating any deficiencies in the Reserve Account;

(iv) to provide dekt service on and requisite

reserves for any subordinate indebtedness of the Governmental
Agency held or owned by the Authority; and
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(v) for. other legal purpocses of the System,
including payment of debt service on other ocbligations junior,
subordinate and inferior to the Local Bonds.



WDA-5Z-PSD Water
(May 1993)

SCHEDULE Z

Additional and Supplemental Definitions

1. "Local Statute"” means Chapter 16, Article 132, of
the Code of West Virginia, 1931, as amended.

2. "System"” means the public service properties for the
diversion, development, pumping, impounding, treatment, Storage,
distribution or furmishing of water to or for the public for
industrial, public, private or other uses, owned by the
Governmental Agency, and any improvements or extensions thereto
hereafter constructed or acquired from any sources whatsoever and
includes the Project.

Additional Conditions and Covenants

1. As a condition precedent to the Authority’s making
the Loan, the Governmental Agency shall have obtained, among other
permits required, a permit from the West Virginia Bureau of Public
Health. ‘

2. The Local Act shall contain a covenant substantially
as follows:

That the Govermmental Agency will, to the full
extent permitted by applicable law and the rules and
regulations of the PSC, discontinue and shut off the
gservices and facilities of the System to all users of
services of the System delinquent in payment of charges
for the services of the System and will not restore the
services of the System until all delinquent charges for
the services of the System have been fully paid.

3.  Subject to any prior or parity obligaticns described
in Schedules X and Y attached to the Loan Agreement, the net
revenues derived from the operation of the System are pledged to
the payment of the principal of and interest on the Local Bonds.

4, The paying agent for the Local Bonds shall be the
West Virginia Municipal Bond Commission or any successor to the
functions thereof. b
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5. As a condition precedent to the Authority’s making
the Loan, the Governmental Agency shall deliver to the Authority
a certificate representing the following:

(a)

(b}

{c)

(d)

The Govermmental Agency expects to enter into
a contract within six months of the date
therecf for the construction of the Project,
and the amount to be expended pursuant to such
contract exceeds the lesser of 2-1/2 percent
of the estimated total Project cost financed
with proceeds from the sale of the Local Bonds
or $100,000;

Work with respect to the construction of the
Project will proceed with due diligence to
completion. Construction is expected to be
completed within three years from the date of
issuance of the Authority’s water development
revenue bonds;

All of the proceeds from the sale of the Local
Bonds which will be used for payment of costs
of the Project will be expended for such
purpose within three years from the date of
issuance of the Authority’s water development
revenue bonds; and

The Govermmental Agency does not expect to
sell or otherwise dispose of the Project, in.
whole or in part, prior to the last maturity
date of the Local Bonds.

-14-
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WDA-5
(May 1993)

- LOAN AGREFMENT

. . THIS LOAN AGREEMENT, Made and entered into in several
counterparts, .by and between the WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY, a2 governmental instrumentality'and.body corporate of the.
"'State of West Virginia (the "Authority®"), and the governmenta]
agency designated below {the "Governmental Agency™) .

. SOUTH PUTNAM PUBLIC SERVICE DISTRICT (1999B)
(Governmental'Agency)

WITNESSETHEH:

e OSSR X

WHEREAS, pursuant to .the provisions of Chapter 20,
Article 5C, of the Code of West Virginia, 1931, as amended (the
"Act"), the Authority is eémpowered to make loans to governmental
agencies for the acquisition or construction of water development
projects by such governmental agencies and to dissue water
development revenue -bends of the State of West Virginia (the
"State") to:finance, in whole or in part, by loans Lo .govermmental
agencies, one or more water development ‘projects, all subject to
such provisions and limitations as are contained in the Act;

WHEREAS, the Govermmental Agency Cdnstitﬁteé a govefn-
mental agency as defined by the Act; _ . S

WHEREAS, the Govermmenta]l Agency is authorized and
empowered by the statutes of the State to construct, operate and-
improve a water development project, as defined by the Act, and to
finance the cost of constructing or acquiring the same by borrowing
money to be evidenced by revenue bonds issued by the Governmental
Agency; : ~ e o '

the location and as more particularly described and set forth in
the Application, ‘as hereinafter defined (the "Project");

- WHEREAS, the Governmental Agency has completed and filed
with the Authority an Application for a Construction Loan with
attachments and exhibits and an Amended _Application for a
Construction Loan also with attachments and exhibits (together, as
further revised and supplemented, the "Application®), whick
Application is incorporated herein by this reference; and



WEEREAS, having reviewed the Application and made all
findings required by Section 5§ of the Act and having available
sufficient funds therefor, the Authority is willing to lend the
Governmental Agency the amount set forth on Schedule X attached
hereto and incorporated herein by reference, through the purchase
of revenue bonds of the Governmental Agency with proceeds of
certain water development revenue bonds of the State issued by the
Authority pursuant to and in accordance with the provisions of the
Act and a certain géneral revenue .bond resolution adopted by the
Board of the Authority (the "General Resolution®), as supplemented, .
subject to the Govermmental Agency's satisfaction of certain legal
"and other requirements of the Authority’s water development loan
program (the "Program") .as hereinafter set forth. . ‘

NOW, THEREFORE, in consideration of the premises and the.
mutual agreements hereinafter contained, the Governmental Agency
and the Authority hereby agree as follows: ‘

' ARTICLE T
Definitions

1.1 Except where the context . clearly indicates
otherwise, the terms "Authority, " "water development revenue bond, "
"Ccost," govermmental ‘agency," T"water development project,"
"wastewater facility" and "water facility" have the definitions and
meanings ascribed to them in the Act. :

~1.2 - "Consulting Engineers" means the professional
engineer, licensed by the State, who shall not be a regular, full-
time employee of the State or any of its agencies, commissions or
political sub-divisions, and designated in the Application and any
qualified successor thereto. : .

1.3 T"Loan" means the loan to be made by the Authority to
the Governmental Agency through the purchase of Local Bonds, as
hereinafter defined, pursuant to this Loan Agreement. -

_ 1.4 "Local Act" means the official action of the
Govermmental Agency required by Section 4.1 hereof, authorizing the
Local Bonds.: T - : h :

1.5 :"Local Bonds" means the revenue bonds to be issued
by the Govermmental Agency pursuant to the provisions of the Local
Statute, as hereinafter defined, to evidence the Loan and to be
purchased by%the Authority with a portion of the proceeds of itg
water development revenue bonds, all in accordance with the
provisions of this Loan Agreement.
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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 "Origination Fee" means the fee paid by a
Governmental Agency with respect to its participation in  the
State’s Revolving Fund program established pursuant to Title VI of
the Water Quality Act of 1987, to provide funds for the acquisition
and construction of wastewater Projects. ' ' -

: --_1;8 "Operating Expehses" means the reasonabie,'propef
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.

‘ 1.9 "Project"“ means the water 'dévelopment - project
hereinabove referred to, to be constructed or being constructed by -

the Goveramental Agency in whole or. in part with the net proceeds
of the Local Bonds or being or having been constructed. by the
Governmental Agency 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.

1.10 "System™ means the ﬁater-deveiopment project owned

by the Governmental Agency, of which the Project constitutes all or -

to which the Project constitutes an improvement, and any
improvements thereto hereafter constructed or acquired from any
sources whatsoever. : - g ,

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

ARTICLE IT

The Prdjgc; and ;he‘gxétem

. 2.1 The Project shall generally consist of - the
construction and acquisition of the facilities described in the
Application, to be, being or having been .constructed in accordance
with plans, specifications and designs = prepared for the
Governmental Agency by the Consulting- Engineers, the Authority
having found, to the extent applicable, that the Project is

consistent with the applicable comprehensive. plan of water
management approved by the Director of the West Virginia Division

of Natural Resources” (or in the process of preparation by such

* Now administered by the West Virginia Division of
Environmental Protection.

T
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Director), has been approved by the West Virginia Bureau of Public
Health and is consgistent with the standards set by the West
Virginia Water Resources Board for the waters of the State affected
thereby. -

2.2  Subject to the terms,; conditions and provisions of
this Loan Agreement and of the Local Act, the Govermmental Agency
has acquired, or shall do all things necessary to acquire, the
proposed site of the Project and shall do, is doing or has done all
things necessary to construct the Project in accordance with the

- plans, specifications and designs prepared for the Govermmental

Agency by the Consulting Engineers.

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

2.4 The Govermmental Agency agrees that the Authority
and i1ts duly authorized agents shall have the right at all
reasonable times to enter upon the Project site and Project
facilities and to examine and inspect the same. The Governmental
Agency further agrees that the Authority and its duly authorized
agents and representatives shall, prior to, at and after completion
of construction and commencement of operation of the Project, have
such rights of access to the System site and System facilities as
may be reasonably necessary to accomplish all of the powers and
rights of the Authority with respect to the System pursuant to the
pertinent provisions of the Act.

2.5 The Govermmental Agency shall keep complete and
accurate records of the cost of acquiring the Project site and the
costs of constructing, acquiring and installing the Project. The
Governmental Agency shall permit the Authority, acting by and
through its Director or his duly authorized agents and
representatives, to imspect all books, documents, papers and.
records relating to the Project and the System at any and all
reasonable times for the purpose of audit and examination, and the
Governmental Agency shall submit to the Authority 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 Governmental Agency agrees that it will permit
the Authority and its agents and representatives to have access to
the records of the Govermmental Agency pertaining to the operation
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and maintenance of the System at any reasonable time following
completion of construction of the Project. ‘and commencement of
operation thereof or if the Project is an improvement to an
existing system at any reasonable time following commencement of
construction. \ - » '

2.7 The Govermmental Agency shall require that each
construction contractor furnish a performance bond and a payment
bond, each in an .amount at least equal to one hundred percent
(100%) of the contract price of the portion of the Project covered :

.-.-by the particular contract, as security for the faithful

performance of such contract.

L 2.8 The Govermmental Agency shall require that each of
its contractors and all subcontractors maintain, during the life of
the construction contract, workers’ compensation coverage, public
liability insurance, ' property damage insurance and vehicle
liability insurance in amounts and on terms satisfactory to the
Authority. Until the Project facilities.are completed and accepted
by the Governmental Agency, the Govermnmental Agency or (at the
option of the Govermnmental Agency) the contractor shall maintain
builder’s risk insurance (fire and extended coverage) on a one
hundred percent (100%) basis (completed value form) on the
insurable portion of the Project, such insurance to be made payable
to the order of the Authority, the Governmental Agency, the prime
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 cbtained by the
Governmental Agency on or before the Date of Loan Closing, as
hereinafter defined, and maintained so.long as any of the Local
Bonds is outstanding. -  Prior to -commencing operation of the
Project, the Govermmental Agency must also obtain, and maintain so
long as any of the Local Bonds is  outstanding, business
interruption insurance. if available at a reasonable cost. -

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



2.10 The Governmental Agency agrees that it will at azll
times provide operation and maintenance of the System to comply
with any and all State and federal standards. The Governmental
Agency agrees that qualified operating personnel properly certified
by the State will be retained to operate the System during the
entire term of this Loan Agreement. '

2.11 The Govefﬁmental Agency hereby covenants and agrees
to comply with all applicable laws, rules and regqulations
issued by the Authority or other State, federal or local bodies in

-~-regard to the construction of the Project and operation,

maintenance and use of the System.

2.12 The Govermmental Agency, commencing on the date
contracts are executed for the construction of the Project and for
two years following the completion of the Project, shall each month
complete a Monthly Financial Report, the form of which is attached
hereto as Exhibit C and incorporated herein by reference, and
forward a copy by the 10th of each month to the Authority.

ARTICLE III

Conditions to Loan;

Issuance of Local Eogds-'

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

(a) The Governmental Agency shall have performed
and satisfied all of the terms and conditions to be performed and
satisfied by it in this Loan Agreement;

_ (b) The Governmental Agency shall have authorized
the issuance of and delivery to the Authority of the Local Bonds
described in this Article III and in Article IV hereof;

(c) The Governmental Agency shall either have
received bids or entered contracts for the comstruction 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 financing of comstruction, th
Governmental Agency must either be constructing or have constructec
its Project for a cost and as otherwise compatible with the plan of
financing described in the Application; and, in either case, the
Authority shall have received a certificate of the Consulting
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Engineers to such effect the form of which certificate is attached
hereto as Exhibit A;.

(d) No Loan shall be made for the purpose of
refinancing . any outstanding long-term indebtedness of a
Governmental Agency unless an opinion of counsel is received by the
Authority to the effect that such refinancing is permitted by the
Act and the Resolution, and that such refinancing will not cause a
violation of any covenant, representation or agreement of the
Authority contained in the Resolution or Tax Regulatory Agreement

-~ Wwith respect to the exclusion of the interest on the Bonds from

gross income of the holder thereof for federal income:ta.x purposes;

_ : : (e) ‘The Govermmental Agency shall have obtained all
permits required by the laws of the State and the federal
government necessary for the construction of the Project, and the -
Authority shall have received a certificate of the Consulting

Engineers to such effect; ‘ - S

: ‘ (f). The Governmental Agency shall have obtained all
requisite orders of and approvals from the Public Service
Commission of West. Virginia (the *PSC®) 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 shall have received an opinion of counsel to the
Governmental Agency, which may be local counsel to the Governmental
Agency, bond counsel  or special PSC counsel but must be

satisfactory to the Authority, to such effect; - .

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

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

(i) - Such rates and charges for the System shall be
sufficient to comply with the provisions of Subsection 4.1 (b) (ii)
hereof, and the Authority shall have received a certificate of the
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accountants for the Govermmental Agency, or such other person or
firm experienced in the finances of governmental agencies and
satisfactory to the Ruthority, to such effect; and

(j) The net proceeds of the Local Bonds, together
with all moneys on deposit or to be simultanecusly 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 and

acquisition of the Project as set forth in the Application, and the
Authority shall have received a certificate of the Consulting
Engineers, or such other person or firm experienced in the
financing of water development projects and satisfactory to the
Authority, to such effect, such certificate to be in form and
substance satisfactory to the Authority, and evidence satisfactory
to the Ruthority 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
or any other appropriate State agency and any applicable rules,
regulations and procedures promilgated from time to time by the
federal govermment, it is hereby agreed that the Ruthority shall
make the Loan to the Govermmental Agency and the Governmental
Agency shall accept the Loan from the Authority, and in furtherance .
thereof it is agreed that the Governmental Agency shall sell to the
Authority and the Authority shall make the Loan by purchasing the
Local Bonds in the principal amount and at the price set forth in
Schedule X hereto. The Local Bonds shall have such further terms
and provisions as described in Article IV 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
Governmental Agency by written notice to the Authority, which
‘written notice shall be given not less than ten (10) business days
prior to the date designated; provided, however, that if the
Authority is unable to accept delivery on the date designated, the
Local Bonds shall be delivered to the Authority on a date as close
as possible to the designated date and mutually agreeable to the
Authority and the Govermmental Agency. The date of delivery so
designated or agreed upon is hereinafter referred to as the "Date
of Loan Closing." Notwithstanding the foregoing, the Date of Loan
Closing shall in no event occur more than ninety (90) dayg after
the date of execution of this Loan Agreement by the Authority.

3.5 The Governmental Agency understands and acknowledges
that it is one of geveral governmental agencies which have applied
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to the Authority for loans to finance water development projects
and that the obligation of the Authority to make any such loan is
subject to the Govermmental Agency’s fulfilling all of ‘the terms
and conditions of this Loan Agreement on or prior to the Date of
Loan Closing and to the right of the Authority to make such loans .
to other governmental agencies as in the aggregate will permit the
fullest and most timely utilization of such proceeds to enable the
Authority to pay debt service on the water development revenue
bonds 1issued by it. - The Governmental Agency specifically
recognizes that- the. Authority will not purchase the Local Bonds

---unless and until it has available funds sufficient to purchase all

the Local Bonds and that, prior to such execution, the Authority
may commit to and purchase. the revenue bonds.of other governmental
agencies for which it has sufficient funds available.  The
Governmental Agency further specifically recognizes that during the
last 90 days of a period to originate Loans from its water
development revenue bond proceeds, the Authority may execute Loan

- Agreements, commit moneys and close Local Bond sales in such order

and manner as it deems in the best interest of the Program.

 ARTICLE IV

Local Bonds; Security for Loan;
Repayment of Loan; Interest on Loan;
Feeg and Charges

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

. - - (a) .That the revenues generated from the operation
of the System will be .used monthly, in the order of priority
listed, as set forth on Schedule Y attached hereto and incorporated -
herein by reference. The gross revenues of the System shall always
be used for purposes of the System. S : - -

(b) Covenants substantially as follows:

: , (1) That the Local Bonds shall be secured by
the gross or net revenues from the System, as more fully set forth
in Schedules X and Y attached hereto; '

(ii)} 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
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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
regserve account established for the payment of debt service on the
Local Bonds (the "Reserve Account") is funded (whether by Local

Bond proceeds, monthly deposits or otherwise) at an amount at least

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") and any reserve account for any
-such prior or parity obligations is funded at least at the
requirement therefor, equal to at least one hundred ten percent

(110%) of the maximum amount required in any year for debt service
on the Local Bonds and any such prior or parity obligations;

(iii) ~ That the Govermmental Agency will
complete the Project and operate and maintain the System in good
condition; : ' : “

"(iv) That, except as otherwise required by

State law or with the written consent of the Authority, the System
may not be sold, mortgaged, leased or otherwise disposed of except
as a whole, or substantially as a whole, and only if the net
proceeds to be realized shall be sufficient to pay fully all the
Local Bonds outstanding, with further restrictions on the
disposition of portions of the System as are normally contained in
such covenants;

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

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

(vii) That the Governmental Agency will not
render any free services of the System;
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‘ : (viii) That any Local Bond owner may, by
proper legal action, compel the performance of the duties of the
Governmental Agency under the Local Act, including the making and
collection of sufficient rates or charges for services rendered by
the System, and shall also have, in the event of a default in
payment of principal of or interest on the Local Bonds, the right
to obtain the appointment of a receiver to administer the System or
construction of the Project, or both, as provided by law;

(ix) That, to the extent authorized by the laws
~-of the State and the rules and requlations of the PSC, all

delinquent rates and charges, if not paid when due, shall become
a lien on the premises served by the System; - ol

o S ‘(x). That, to the extent legally allowable, ﬁhe
Governmental ‘Agency will not grant any franchise to provide any
services which would compete with the System;

: (xi) That the Govermmental Agency shall
annually cause the records of the System to be audited by an
independent certified public accountant or independent public
accountant and shall submit the report of said audit to the
Authority, which report shall include a statement that the
Governmental Agency is in. compliance with the terms and provisions
of the Local Act and this Loan Agreement and that the Governmental
Agency’s revenues are adequate to meet its operation and
maintenance expenses and debt service requirements;

_ : (xii) That - the: Governmental Agency shall
annually adopt a detailed 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 within 30 days of adoption thereof;

(xiii) That, to the extent authorized by the
laws of the State and the rules and regqulations of the BSC,
prospective users of the System shall be required to connect .
thereto; : ‘ '

. o . (xiv) That the proceeds of the Local Bonds,
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 Govermmental Agency and on which
the owners of the Local Bonds shall have a lien until such proceeds -
are applied to the construction of the Project (including the
repayment of any incidental interim financing for non-construction
costs) and/or (b) be used to pay (or redeem) bond anticipation
notes or other interim funding of such Govermmental Agency, the
proceeds of which were used to finance the construction of the
Project; provided that, with the prior written consent of the
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Authority, the proceeds of the Local Bonds may be used to fund all
or a portion of the Reserve Account, on which the owner of the-
Local Bonds shall have a lien as provided herein;

’ (xv) That, as long as the Authority is the
owner of any of the Local Bonds, the Governmental Agency shall not
authorize redemption of any Local Bonds by it without the written
consent of the Authority and otherwise in compliance with this Loan

Agreement;

(xvi) That, unless it qualifies for an

exception to . the provisions of Section 148 of the Code, which

exception shall be set forth in an opinion of bond counsel, the
Governmental Agency will furnmish to the Authority, annually, 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 requested
by the Authority; '

_ (xvii) That the Governmental Agency shall
take any and all action, or shall refrain from taking any action,
as shall be deemed necessary by the Authority to maintain the
exclusion from gross income for Federal income tax purposes of
interest on the Authority’s water development revenue bonds;

(xviii) That the Governmental Agency shall
have obtained the certificate of the Consulting Engineer in the
form attached to the Loan Application, 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, the Project is adequate for the purposes for which it
was designed and the funding plan as submitted to the Authority is
sufficient to pay the costs of acquisition and construction of the
Project;

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

?’- (xxx) That the Govermmental Agency shall furmnish
to the Authority such information with respect to earnings on all
funds constituting "gross proceeds" of the Local Bonds (as that
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term is defined in the Code) from time to time as the Authority may
request. e ' : ' ' : o

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

B 4.2 The : Loan shall be secured by the pledge and
assignment by the Governmental Agency,as effected by the Local
Act, of the fees, charges and other revenues of the Governmental-
Agency -from the System as. further set forth by and subject only to
such reservations and exceptions as are described in Schedules X
and Y hereto or are otherwise expressly permitted in writing by the
Authority.

o “4.3 An Origination Fee Account shall be established with
the Trustee to hold the portion of the proceeds of any Loan
established to fund an Origination Fee. Amounts on deposit inan
Origination Fee Account shall belong to the Governmental Agency
receiving the related Loan, but such amounts may only be disbursed
from the Account to pay the Origination Fee as and when required to
satisfy the requirements of the State’s Revolving Fund program
established pursuant to Title VI of the Water Quality Act of 1987
or for such other purposes as the Authority may approve in writing.

, 4.4 The principal of the Loan shall be repaid by the
Governmental Agency annually on the day and in the years provided
in Schedule X hereto. Interest payments on the Loan shall be made
by the Governmental Agency on a semiannual basis as provided in
said Schedule X.

4.5 The Loan shall bear interest from the date of the
delivery to the Authority of the Local Bonds until the date of
payment thereof, at the rate or rates per annum set forth on
Schedule X hereto.. ' In no event shall the interest rate on or the
net interest cost of "the Local Bonds exceed any statutory
limitation with regard thereto. TR :

- 4.6 The Local Bonds shall be delivered to the Authority
in fully registered form, transferable and exchangeable as provided
in the Local Act at the expense of the Governmental ; Agency.
Anything to the contrary herein notwithstanding, the Local Bonds
may be. issued in one or more series, as reflected by Schedule X
hereto. ’
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4.7 The Governmental Agency agrees to pay from time to
time, as required by the Authority, the Governmental Agency’s
allocable share of the reasonable administrative expenses of the
Authority relating to the Program. Such administrative expenses
shall be as 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 the water
development revenue bonds. The Authority shall provide both the
Governmental Agency and the trustee for the water development
revenue bonds with a schedule of such fees and charges, and the
.- Governmental Agency shall pay such fees and charges on the dates
indicated directly to the trustee. The Govermmental Agency hereby
specifically authorizes the Authority to exercise the powers
granted it by Section 9.06 of the General Resolution.

.+ 4.8 The Governmental Agency agrees to expend the net
proceeds of the Local Bonds for the Project within 3 years of the
issuance of the Authority’s bonds.

4.9 As long as the Authority is the owner of any of the
Local Bonds outstanding, the Governmental Agency shall not redeem
any of such Local Bonds outstanding without the written consent of
the Authority, and any such redemption of Local Bonds authorized by
the Authority shall provide for. the payment of interest to the
first allowable redemption date for the applicable water
development revenue bonds, the redemption premium payable on the
applicable water development revenue bonds  redeemable as a
consequence. of such redemption of Local Bonds and the costs and
expenses of the Authority in effecting any such redemption, all as
further prescribed by Section 9.11 of the General Resolution.
Nothing in this Loan Agreement shall be conmstrued to prohibit the
Authority from refunding applicable water development revenue
bonds, and such refunding need not be based upon or result in any
benefit to the Govermmental Agency. ' :

.. ARTICLE V

- Certain Covenants of the Governmental Agency;
Imposition and Collection of User Charges;
- Payments To Be Made by .
Governmental Agency to the Authorit

5.1 The Governmental Agency hereby irrevocably covenants
and agrees to comply with all of the terms, conditions and
requirements of this Loan Agreement and the Local Act. The
Governmental Agency hereby further irrevocably covenants and agrees’
that, as one of the conditions of the Authority to make the Loan,
it has fixed and collected, or will fix and collect, the rates,
fees and other charges for the use of the System, as set forth in
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the Local Act and in compliance with the provisions of Subsection
4.1(b) (ii) hereof. : '

5.2 1In 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
minimum sums set forth in the Local Act, the Governmental Agency
hereby covenants and agrees that it will, to the extent or in the
manner authorized by law, immediately adjust and increase such
schedule of rates, fees and charges so as to provide funds
.-8ufficient to produce the minimum sums set forth in the Local Act

and as required by this Loan Agreement.

5.3 1In the event the Governmental Agency defaults in the
payment of any fees due to the Authority pursuant to Section 2.6
hereof, the amount of such default shall bear interest at the
interest rate of the installment of the Loan next due, from the
date of the default until the date of the payment thereof.

5.4 The Governmental Agency hereby irrevocably covenants
and agrees with the Authority that, in the event of any default
hereunder by the Governmental Agency, the Authority may exercise
any or all of the rights and powers granted under Section 6a of the
Act, including without limitation the right to impose, enforce and
collect directly charges upon users of the System. -

- ARTICLE VI

Other Agreements of the

Governmental Agency -

6.1 The Governmental Agency hereby acknowledges to the
Authority its understanding of the provisions of the Act, vesting
in the Authority certain powers, rights and privileges with respect
to water development projects in the event of default by
governmental agencies in the terms and covenants of loan
agreements,. and the Governmental Agency hereby covenants and agrees
that, if ‘the Authority should hereafter have recourse to said-
rights and powers, the Govermmental Agency 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 At the option of the Authority, the Governmental -
Agency shall issue and sell to the Authority ,additional,
subordinate bonds to evidence the Governmental Agency'g obligation
to repay to the Authority any grant received by the Governmental
Agency from the Authority in excess of the amount to which the
Governmental Agency is entitled pursuant to applicable policies or
rules and regulations of the Authority. Also at the option of the
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Authority, the Governmental Agency may issue and sell to the
Authority additional, subordinate bonds for such purposes as may be
acceptable to the Authority.

6.3 The Governmental Agency hereby warrants and
represents that all information provided to the Authority in thisg
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 shall have the right to
cancel all or any of its obligations under this Loan Agreement if
(a) any representation made to the Authority by the Governmental
Agency in connection with the Loan shall be incorrect or incomplete
in any material respect or (b) the Governmental Agency has violated
any commitment made by it in its Application or in any supporting
documentation or has violated any of the terms of this Loan
Agreement. ' C ' o :

6.4 The Governmental Agency hereby agrees to repay on or
prior to the Date of Loan Closing any moneys due and owing by it to
the Authority for the planning or design of the Project, and such
repayment shall be a condition precedent to the Authority’s making
the Loan. '

6.5 The Governmental Agency hereby covenants that it
will rebate any amounts required by Section 148 of the Internal
Revenue Code of 1986, as amended, and will take all steps necessary
to make any such rebates. 1In the event the Governmental Agency
fails to make any such rebates as required, then the Governmental
Agency shall pay any and all penalties, obtain a waiver from the
Internal Revenue Service and take any other actions necessary or
desirable to preserve the exclusion from gross income for Federal
income tax purposes of interest on the Lécal Bonds.

. 6.6  Notwithstanding Section 6.5, the Authority may at
any time, in its sole discretion, cause the rebate calculations
prepared by or on behalf of the Governmental Agency to be monitored
or cause the rebate calculations for the Governmental Agency to be
prepared, in either case at the expense of the Governmental Agency.

6.7 The Governmental Agency hereby agrees to give the
Authority prior written notice of the issuance by it of any other
obligations to be used for the Project, payable from the revenues
of the System or from any grants for the Project or otherwise
related to the Project or the System.

6.8 The Governmental Agency hereby agrees to file with
the Authority upon completion of acquisition and construction of
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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

| Mi ggllggeggé

7.1 Additional definitions, . additiomal terms and
- provisions of the Loan and additional covenants and agreements of
the Governmental Agency are set forth in Schedule Z attached hereto
and incorporated herein by reference, -with the same effect as if
contained in the text of this Loamn Agreement. ; s

7.2 Schedule X 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 Govermmental Agency supplementing the Local Act, a certified
copy of which official action shall be submitted to the Authority.

7.3 If any provision of this Loan Agreement shall for
any reason be held to be invalid or unenforceable, the inyalidity
or unenforceability ‘of such provision shall not affect anv>of the
remaining provisions of this Loan Agreement, and this Loan
Agreement shall be construed and enforced as if such in¥alid or
unenforceable provision had not been contained herein. o

-
PRI

. 7.4 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 actionms as may
be necessary to give effect to the terms of this Loan Agreement.

7.5 No waiver by either party of any term or condition
of this Loan Agreement shall be deemed or construed as a waiver of
any other terms or conditions, nor shall a waiver of any breach be
deemed to constitute a waiver of any subsequent breach, whether of
the same or of a different section, subsection, paragraph, clause,

phrase or other prOVisiOn of this Loan Agreement.

: 7.6 This Loan Agreement merges and 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.

7.7 By execution afi delivery of this Loan Agreement,:
notwithstanding the date hereof, the Governmental Agency
specifically recognizes that it is hereby agreeing to sell its
Local Bonds to the Authority and that such obligation may be
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gpecifically enforced or subject to a similar equitable remedy by
the Authority. : _

7.8 This Loan Agreement shall terminate upon the earlier
of:

(i) the end of ninety (90) days after the date of
execution hereof by the Authority if the Governmental Agency hag
failed to deliver the Local Bonds to the Authority;

, : (ii) termination by the Authority pursuant to
--Section €.3 hereof; or ' _ :

(iii) payment in full of the principal of and
interest on the Loan and of ‘any fees and charges owed by the
Govermmental Agency to the Authority. h

IN WITNESS WHEREOF, the parties hereto havelc;,éﬁsed thié
Loan Agreement to be executed by their respective duly authorized
officers as of the date executed below by the Authority.

South Putnam Public Service District
[Proper Name of Governmental Agency]

(SEAL) %7 . By: __ M%‘z _
, Its: __ Chairman
| Attest: -
W AR
. ’ .

Date: . June 16, 1999

r

Its: Secretary

WEST VIRGINIA - WATER DEVELOPMENT
AUTHORITY '

o el Dbl

Attest: Date: June 16, 1999

Seéretary-Treasurer

]
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EXHIBIT A

" FORM OF CERTIFICATE OF CONSULTING ENGINEER

(Issuer)

(Name of Bonds)

I, » Registered Professional Engineer,
West Virginia License No. , of __ . Consulting
Engineers, ' , hereby certify that my firm
is engineer for the acquisition and comstruction of ..

: z to the

-. system (herein called the "Project") of
(the "Issuer") to be constructed primarily in County, West
Virginia, which construction and acquisition are being permanently
financed in part by the above-captioned bonds (the "Bonds") of the
Issuer. Capitalized words not defined herein shall have the
meaning set forth in the passed by the -0of the
Issuer on . 19___, effective + 19___, and the Loan
Agreement by and between the Issuer and the West Virginia Water
Development Authority (the "Authority") dated . 19, _.

1. The Bonds are being issued for the purpose of

(the "Project™).

_ 2. The undersigned hereby certifies that (i) the
Project will be constructed in accordance with the approved plans,
specifications and designs prepared by my firm and as described in
the application submitted to the Authority requesting the Authority
to purchase the Bonds (the "Application”) and approved by all
necessary governmental bodies, (ii) the Project is adequate for the
purpose for which it was designed and has an estimated useful life
of at least forty years, (iii) the Issuer has received bids for the
construction of the Project which are in an amount and otherwise
compatible with the plan of financing described in the Application
and my firm has ascertained that all contractors 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 by my firm for accuracy, (iv) the Issuer has obtained all
permits required by the laws of the State and the federal..
government necessary for the construction of the Project, (v) the
rates and charges for the System as adopted by the of the
Issuer are sufficient to comply wifh the provisions of Subsection
4.1(b) (ii) of the Loan Agreement, (vi) that the net proceeds of the
Bonds, together with all other moneys on deposit or to be
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simultaneously deposited and irrevocably pledged thereto and the
proceeds of grants irrevocably committed therefor, are sufficient
to pay the costs of construction and acquisition of the Project as
set forth in the Application, and (vii) attached hereto as Exhibit
A is the final amended "Schedule A - Total Cost of Project and
Sources of Funds" for the Project.

WITNESS my signature on this ___ day of ______ , 19 .

By:

West Virginia License No.

[SEAL]

-20-



EXHIBIT B
. [Opinion of Bond Counsel for Governmental. Agency]

[To Be Dated as of Date of Loan Closing]

.West Virginia Water Development Authority
1201 Dunbar Avenue
Dunbar, West Virginia 25064

Gentlemen:

' We are bond counsel to
{the "Governmental Agency"), a

-

: We have examined a certified copy - of  proceedings and
other papers relating to (i) the authorization of a loan agreement
dated , 19 . including all schedules and exhibits
attached thereto (the "Loan Agreement"), between the Governmental
Agency and the West Virginia Water Development. Authority (the
"Authority") and (ii) the issue of a series of revenue bonds of the
Governmental Agency, dated . . 19__ (the "Local Bonds"),
to be purchased by the Authority in accordance with the provisions
of the Loan Agreement. The Local Bonds are in the principal amount
of § , issued in the form of one bond registered as to
principal and interest to the Authority, with interest payable
April 1 and October 1 of each year, beginning ___ - 1, 19_ ,
at the respective rate or rates and with principal payable in
installments on October 1 in each of the years, all as follows:

Year = Installment . Interest Rate

The Local Bonds are issued for the purpose of
and paying certain issuance and other costs
in connection therewith. o ‘ _

We have also examined the applicable provisions of’
of the Code of West Virginia, 1931, as
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amended (the "Local Statute"), and the bond duly
enacted by the Governmental Agency on (the "Local
Act"), pursuant to and under which Local Statute and Local Act the
Local Bonds are authorized and issued, and the Loan Agreement that
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 Governmental Agency and is a wvalid
and binding special obligation of the Governmental Agency
enforceable in accordance with the terms thereof. '

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

3. The Governmental Agency is a duly organized and:
presently existing : :

» with full power and authority to construct
and acquire the Project and to operate and maintain the System
referred to in the Loan Agreement and to issue and sell the Local
Bonds, all under the Local Statute and other applicable provisions
of law.

w 4. The Governmental Agency has legally and effectively
enacted the Local Act and all other necessary in
connection with the issuance and sale of the Local Bonds. 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 are valid and legally enforceable
special obligations of the Govermmental Agency, payable from the
[net] revenues of the System referred to in the Local Act and
secured by a [first] lien on and pledge of the [net] revenues of
said System, all in accordance with the terms of the Local Bonds
and the Local Act, and have been duly issued and delivered to the
Authority.

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 Pederal income tax
purposes. -
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No opinion is given herein as to the effect upon
enforceability of the Local Bonds of bankruptcy, insolvency,
reorganization, moratorium and other laws affecting creditors’
rights or in the exercise of judicial discretion in appropriate
cases.

We have examined 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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EXHIBIT C

~-Monthly Financial Report

[Name of Govermmental Agency]

[Name of Bond Issuel]

Fiscal Year -

Report Month:

CURRENT
ITEM MONTH
1. Gross Revenues

Collected

2, Operation and
Maintenance

Expense

3. Other Bond
Debt Payments
{including
Reserve Fund
deposgits)

4. Bond Payments
{include Reserve Fund
deposits)

5. Renewal and
Replacement Fund
Deposit

6. Funds available
for capital
construction

Witnesseth my signature this

ABBOO17F

YEAR TO BUDGET YEAR
_DATE TO DATE
day of , 19

[Name of Governmental Agency]

By:

Authorized Qfficer

-24-
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WDA-5X
(May 18993)

- SCHEDULE X - - '
DESCRIPTION OF LOCAI, BONDS

Principal Amount of Local Bonds $_5,425,000 -

Purchase Price 'c':')f'_Local. Bonds $_5,425,000 - -

Interest on _the Local Bonds is ‘payable on April 1 and
October 1 in each year, beginning with the first Semiannual
interest payment date after delivery of the Local Bonds to the

Authority, until the Local Bonds are paid in full, at the rate of
¥ % per annum. Principal of the Local Bonds is payable on

October 1 in each year as set forth on Exhibit 1 attached hereto
and incorpor‘at;.Ed‘ herein by reference. I

As of the date of the Loan Agreement, ‘the Local Bonds are
on a parity as .to source of and security for payment with the
following obligations: =~ -

'As of the date of the Loan Agreement, the Local Bonds are
subordinate as to source of and security for ‘payment to the
following obligations: yater System Note, Series 1997, dated October 30,

' 1997, issued in the original principal amount of
not to exceed $250,000. ~ - -

*As set forth in Exhibit 1 attached.



i

-
.

Exhibit T

Series B: $5,425,000

South Putnam Public Service District, WV
WDA Loan (Loan Program 1, 1999 Series A) of 35,425,000
Series B
DEBT SERVICE SCHEDULE
10/01/1999 - - 102,129.88 102,129.86
4/01/2000 - - 135,171.86 135,171.88
10/01/2000 80,000.00 3.400% . 13517188 215,171.88
4/01/2001 - - - . '133.811.88 . 13381188
10/01/2001 $0,000.00 3.750% 133,811.88 223,811.88
4/01/2002 - - 132,124.38 132,124.38
10/01/2002 90,000.00 3.900% 132,124.38 . 22212438
- 4/01/2003 - - 130,369.38 . 130,269.38
- 10/01/2003 - 95.000.00 4000% 130,369.38 225.360.38
- 4/01/2004. ‘ - . 128,469.38 . 128,469.38
10/01/2004 100,000.00 4100% - 128,469.38 228,469,368
4/01/2005 - - 126,419.38 126,419.38
10012008 . 100,000.00 4.200% - 126,419.38 226,419.38
4/01/2006 - . 12431538 12431838 :
10/01/2006 105,000.00 4.300% 124,319.38 229,319.38
401/2007 - - ' 122,061.88 122,061.88
10/01/2007 110,000.00 4375% 122,061.88 232,061.88
4/01/2008 - - ‘ 119,655.63 119,655.63
10/01/2008 115,000.00 4500% 119.655683 234,855.63
4/01/2009 _ - . 117,068.13 117,068.13
10/01/2009 120,000.00 4.500% © - 117,08843  237,088.13
401/2010 - , - 11436813 . 114,368.13
10A172010 125,000.00 4.700% 114,368.13 739,368.13
40012011 - - 111,430.63 111,430.63
10/01/2011 130,000.00 4.300% 111,430.63 241,430.63
40112012 - - 108,310.63 108,310.63
10/01/2012 140,000.00 5.000% 108,310.63 248,310.63
4012013 - - 104,810.63 104,810.63
10/01/2013 145,000.00 5.000% 104,810.63 249,810.63
40112014 - - -101,18563 . 101,185.63
10/01/2014 155,000.00 5000% - 101,185.63 258,185.63
402015 - - 97,310.63 §7,310.63
107012015 160,000.00 5.500% 97,310.63 257,310.62
4012016 - - 92.910.63 82.910.63
100012016 - 170,000.00 5.500% 92,910.63 262,910.62
H012017 - - 88,735.63 88235,63
10/012017 180,000.00 © 5.500% 8823563 268,235.52
40172018 - : - £3,285.63 63,285.63
10/01/2018 160,000.00 5.400% 83.285.63 243285 63
4/01/2018 - - 76,565.63 78,965.63
10/01/2019 170,000.00 5.300% 78,965.63 248 965.6%F
40172020 - - 74,450.63 - 74,460.69
10/01/2020 180,000.00 5,300% 74,450.63 254,460.63
401/2021 . - 65,690.63 69,650.63
10/01/2021 190,000.00 5.250% 69,650.63 259,690.63
40112022 - - 64,703.13 64,703.13
Ferris, Baker Watts, Inc. File = wdalns99.sf-Series B-§5,425,000

West Virginia Public Finance Department - &14/1999 4:29 PM



Series B: $5,425,000

South Putnam Public Service District, WV

WDA Loan {Loan Program II, 1999 Series A) of 5,425,000

Series B

DEBT SERVICE SCHEDULE

100172022 . 200,000.00 5.250% . .64703.13 264,703.13
4012023 .l - . 5845313 ' §9,453.13
10/01/2023 210,000.00 5.250% 59,453.13 269.453.13
. 4012024 . . - . 5394063 - 53,940.63
© 100172024 © . 220,000.00 5125% | 5394063 273,940.63
L ADIR025 - . 4830313 48,303.13 .
100172025 2500000 - . 5125% 4830313 273,303.13
_Aopees - - N . 4253750 4253750 .
1041/2028 " 240,000.00 5.125% . 4253750 282,537.50,
L ARNROZT - ‘ . . 73,38750 .. 3638750
10012027 . . © 25000000 - 5125%. - 3638750 - 28638750
- 4MN/2028 - Lo . T 29,98125 2998125
_10/01/2028 . 200,000.00 - 5.125% : 29.981.25 _229981.25
40172029 - - _ . 24,856.25. . 24,856.25
10012029 210,000.00 5.125% 24,85625 234,856 25
4012030 - - 19,475.00 16,475.00
10012036 11000000 5125% 19,475.00 125,475.00
4012031 : - ' i6656.25 . 16,656.25
10/0%/2031 - 75,000.00 - 5.125% 16,658.25 .. 91,85825
40172032 _ ' - 14,734.38 © 1473438
10/01/2032 . 80,000.00 5125% - 14,73438 8473438
401 /2033 . - Tro 1268438 - 1268438
10/01/2033 . 80,000.00 5125% - 1268438 92,684.38 -
4/01/2034 . - 10,634.38 10,63438 - ‘
1001/2034 ' 85,000.00 5.125% 10,634.38 95,634.38
- 40172035 - - 8,456.25 8,456.25
100172035 50,000.00 5.125% 8,456.25 98,456 25
- 41012036 .- - 6,150.00 6,150.00
1001/2036 = - 95,000.00 5.125% 6,150.00 101,150.00
| 4N /2037 L. R ¥ 6 1< L ATS63
10/012037 100,000.00 . 5125% . 3,715.63- 103,715.63
4/01/2038 - . i 1,15313 1,153.13
10/01/2038 ___45000.00 5.125% 1,153.13 4615313
I Total " - 5A25,000.00 . . 5,798,646.42 . 11,223,646.42
Ferris, Baker Watts, Inc.

West Virginia Public Finance ﬁepaﬁment '

L]

Flle = wdains99.5f-Series B-33,425,000

- WI41999 £:29 PM



WDA-SY-PSD Water
- (May 19383)

SCHEDULE Y
REVENUES

In accordance with Subsection "4.1(a) of the Loan
Agreement, the revenues generated from the operation of the System
will be used monthly, in the order of priority listed, as follows:

(i) to pay Operating Expenses of the System;

- (i1) to the extent not otherwise limited by an
outstanding local resolution, indenture or other act or
document, as reflected on Schedule X to the Loan Agreement,
and beginning seven (7) months prior to the first date of
payment of interest on the Local Bonds , from revenues and
thirteen (13) months prior to the first date of payment of
principal of the Local Bonds, respectively, to provide debt
service on the Local Bonds by depositing in a sinking fund
one-sixth: (1/6) of the interest payment next coming due on the
Local Bonds and one-twelfth (1/12) of the principal payment
next coming due on the Local Bonds and, beginning thirteen
(13) months prior to the first date of payment of principal of
the Local Bonds, if the Reserve Account was not funded from
proceeds of the Local Bonds or otherwise concurrently with the
issuance thereof (which, with an approving opinion of bond .
counsel to the Governmental Agency, may be with a letter of
credit) in an amount equal to the Reserve Requirement, by
depositing in the Reserve Account an amount not less than
one-twelfth (1/12) of one-tenth (1/10) (or such other amount
as shall be acceptable to the Authority and as shall fund the
Reserve Account over not more than ten (10) years) 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; ' -

 {(1i1i) 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;

(iv) to provide debt service on and re&ﬁisite

reserves for any subordinate indebtedness of the Governmental
Agency held or owned by the Authority; and

“3 -



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



!
4
t
'Y
ahl
ke
! gt

WDA-5Z-PSD Water
(May 19893) '

SCHEDULE Z

Additional and Supplemental Definitions

1. "Local Statute" means Chapter 16, Article 13A, of
the Code of West Virginia, 1931, as amended. :

2. "System” means the public service properties for the
diversion, development, pumping, impounding, treatment, storage,
distribution or furnishing of water to or for the public for
industrial, public, private or other uses, owned by the
Governmental Agency, and any improvements or extensions thereto
hereafter constructed or acquired from any sources whatsoever and
includes the Project.

Additional Conditions and Covenants

1. As a condition precedent to the Authority’s making
the Loan, the Governmental Agency shall have obtained, among other

permits required, a permit from the West Virginia Bureau of Public
Health.

2. The Local Act shall contain.a.covenant‘substantially
as follows:

That the Governmental Agency will, to the full
extent permitted by applicable law and the rules and
regulations of the PSC, discontinue and shut off the
services and facilities of the System to all users of
services of the System delinquent in payment of charges
for the services of the System and will not restore the
services of the System until all delinquent charges for
the services of the System have been fully paid.

3. Subject to any prior or parity obligations described
in Schedules X and Y attached to the Loan Agreement, the net
revenues derived from the operation of the System are pledged to
the payment of the principal of and interest on the Local Bonds.

4. The paying agent for the lLocal Bonds shall be the
West Virginia Municipal Bond Commission or any successor to the
]

functions thereof. T
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5. As a condition precedent to the Authority’s making
the Loan, the Governmental Agency shall deliver to the Authority
a certificate representing the following:

(a)

(b)

(c)

(d)

The Governmental Agency expects to enter into
a contract within six months of the date
thereof for the comstruction of the Project,
and the amount to be expended pursuant to such
contract exceeds the lesser of 2-1/2 percent
of the estimated total Project cost financed
with proceeds from the sale of the Local Bonds
or $100,000;

Work with respect to the comstruction of the
Project will proceed with due diligence to
completion. Construction is expected to be
completed within three years from the date of

-issuance of the Authority’s water development

revenue bonds;

All of the proceeds from the sale of the Local
Bonds which will be used for payment of costs
of the Project will be expended for such
purpose within three years from the date of
issuance of the Authority’s water development
revenue bonds; and ,

The Governmental Agency does not expect to
sell or otherwise dispose of the Project, in
whole or im part, prior to the last maturity
date of the Local Bonds.

-14-
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SOUTH PUTNAM PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1999 A
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY)

No. AR-1 ' $6,440,000

KNOW ALL MEN BY THESE PRESENTS: That SOUTH PUTNAM
PUBLIC SERVICE DISTRICT, a public corporation and political subdivision of the State of
West Virginia in Putnam 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 SIX MILLION FOUR HUNDRED FORTY THOUSAND DOLLARS ($6,440,000),
in instaliments on October 1 of each year, beginning October 1, 2000, 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 on each installment shail run from the original date of delivery
of this Bond to the Authority and payment therefor, and until payment of such installment,
such interest shall be payable on April 1 and October 1 in each year, beginning October 1,
1999. 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 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 upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreements between
the Issuer and the Authority, dated June 16, 1999.

This Bond is issued to provide funds, along with other available monies of
the Issuer (i) to pay of the costs of acquisition and construction of certain improvements and

CH324195.1



extensions to the existing public waterworks system of the Issuer (the "Project™); (ii) 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; (iii) to fund a reserve account for the Bonds; and
(iv) to pay certain costs of issuance hereof and related costs. The existing public waterworks
system of the Issuer, the Project and any further improvements or extensions thereto are
herein called the "System." This Bond is issued under the authority of and in full compliance
with the Constitution and statutes of the State of West Virginia, including particularly
Chapter 16, Article 13A of the West Virginia Code of 1931, as amended (the "Act™), and a
Bond Resolution duly adopted by the Issuer on June 15, 1999, and a Supplemental Resolution
duly adopted by the Issuer on June 15, 1999 (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 WATER REVENUE BONDS, SERIES 1999 B (WEST
VIRGINIA WATER DEVELOPMENT AUTHORITY), DATED THE DATE HEREOF,
ISSUED CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL,
AMOUNT OF $5,425,000 (THE "SERIES 1999 B BONDS"), AND SENIOR AND PRIOR
TO THE ISSUER’S WATER SYSTEM NOTE, SERIES 1997, DATED OCTOBER 30,
1997, ISSUED IN THE PRINCIPAL AMOUNT OF NOT TO EXCEED $250,000 (THE
"SERIES 1997 NOTE").

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a
parity with the pledge of Net Revenues in favor of the holders of the Series 1999 B Bonds,
and from moneys in the reserve account created under the Bond Legislation for the Bonds
(the "Series 1999 A Bonds Reserve Account") and unexpended proceeds of the Bonds, and
senior and prior to the lien on Surplus Revenues in favor of the Holder of the Series 1997
Note. 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 shall be set aside 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 to pay the same or the interest hereon except from said special fund
provided from the Net Revenues, the moneys in the Series 1999 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 115% of the
maximum amount payable in any year for principal of and interest on the Bonds and all other
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obligations secured by a lien on or payable from such revenues prior to or on a parity with
the Bonds, including the Series 1999 B Bonds; provided however, that so long as there exists
in the Series 1999 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 prior to or on a parity with the Bonds, including the Series 1999 B
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.

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 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 Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt

- payment of the principal of and interest on this Bond.

€

i 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, SOUTH PUTNAM PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be
hereunto affixed and attested by its Secretary, and has caused this Bond to be dated

June 16, 1999,
[Smj' | M )d

. Chairman i
ATTEST:

Secretary
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- CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1999 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 16, 1999.

ONE VALLEY BANK, NATI(

ASS TIQN, as Registgar

Authorized Offic S
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Series A: 36,440,000

South Puinam Public Service District, West Virginia
WDA Loan (Loan Program I, 1999 Series A} of $6,440,000
Series A
DEBT SERVICE SCHEDULE
10/04/1998 - . 108,543.33 108,543.33
4/04/2000 - - 186,760.00 186,760.00
10/01/2000 23,356.00 5.800% 186,760.00 . 210,116.00
44012001 - - 186,082.68 186,082.68 '
10/01/2001 17,431.00 5.800% 186,082.68 203,513.68
4012002 - - 185,577.18 185,577.18
10001/2002 - 21,817.00 . 5.800% 185,577.18 207,394.18
4/01/2003 - - 184,944 48 184,944,483
10/01/2003 21.592.00 5.800% 184 944.48 20653648
4012004 - - 18431832 184,318.32
10/01/2004 21,645.00 5.800% 184,318.32 205,963.32
4012005 - - 183,690.61 183,690.61
10/01/2005 27,000,00 5.800% 183,650.61 210,6580.61
4/01/2006 - - ’ 182,907.61 182,507.61
10/01/2006 27,766.00 5.800% 182,907 61 210,673.61
4/01/2007 - - 182,102.40 182,102.40
10/01/2007 28,891.00 5.800% 182,102.40 210,893.40
4/01/2008 - - 181,264.56 181,264.56
10/01/2008 30,378.00 . S.800% 181,264.56 211 643.56
4/01/2009 - - 180,383.57 180,383.57
10/01/2009 32,316.00 5.800% 180,383.57 212899.57
4/01/2010 . - * 479,446.40 179,446.40
10/601/2010 34,591.00 5,800% 179,446 .40 214,037.40
4/01/2011 - « 17844326 . 178,443.26
10/01/2011 37,472.00 5.800% 178,443.26 215,915.26
4/01/2012 - - 177,356.58 177,356.58
10/01/2012 35,885.00 5.800% 177,356.58 213241.58
40172013, - . 176,315.91 176,315.91
10/01/2013 39.967.00 5.800% 17631591 . 216268291
4/01/2014 - - 175,156.87 175,156.87
10/01/2014 39,535.00 5.800% 175,156.87 - 214,691 .87
40172015 - - 174,010.35 174,010.35
10/01/2015 44 578.00 5.800% 174,010.35 218,588.35
40172018 - - 172.717.59 17271759
10/01/2016 45,963.00 5.500% 172,717.58 218,680.59
472017 - - 171,384.66 171,384.66
10012017 47,979.00 5.800% 171,384.66 219,363.66
4/01/2018 - - 169,993.27 168,993.27
10/01/2018 : 80.662.00 5800% 1} 168,993 27 250 85527
40172019 - - & 167,654.08 167,654.08
: 10/01/2018 83,981.00 5800% | 167.654.08 251,635.08
40172020 N . : 165,218.63 165,218.53
10/01/2020 87,861.00 5.800% 165,218.63 253,079.63
4/01/2021 - - _ 162,670.66 162,670.66
10/01/2021 82,497 00 5.800% 162,670.66 255,167 .66
4012022 - - 159,988.24 159,988.24
Ferris, Baker Watts, Inc. File = wdalns99.sf-Series 4-36,440,000

West Virginia Public Finance Department &14/1989 4:28 PM
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Series A: 36,440, 000

South Putnam Public Service District, West Virginia
WDA Loan (Loan Program II, 1999 Series A) of 56,440,000
Series A -
DEBT SERVICE SCHEDULE
10/01/2022 97,837.00 5.800% © 155,988.24 25782524
4012023 - - " 157,150.87 157,150.97
10/01/2023 104,012.00 5.800% 157.150.97 261.162.97
40172024 - - - 154,13462 154,134.62
10/01/2024 111,069.00 5.800% . 15413462 265,203.62
401/2025 . - : 150,913.62 150,913.62
10/01/2025 123,786.00 5.800% 150,913.62 274,699.62
40112028 . - 147 323.83 147 323.83
10/01/2026 127,497.00 5.800% - 14732383 274,820.83
40172027 - - | 143,626.42 143,626.42
10/01/2027 . "137,192.00 5.800% 143,626.42 280,818.42
40172028 . - : 139,647.85 138,647.85
10/01/2028 267,962.00 5.800% 13964785 347 609.85
4/0172029 - - 133,616.55 133,616.95
10/01/2029 220,274.00 5.800% 133,616.95 353,850.95
4/01/2030 - - 127,229.00 127,229.00
10/04/2030 343,812.00 5,800% 127,229.00 471,041.00
4/01/2031 . - 117,258.46 117,258.48
10/01/2031 404391.00 5.800% 117,258.46 521,649.46
4/01/2032 - . 105,531.12 105,531.12
1040112032 426,689.00 5.800% 105,531.12 532,220.12
4/01/2033 . N 93,157.14 93,157.14
10/01/2033 455 537.00 5.800% 93.157.14 548,694.14
40112034 - - 79,946.56 79,046.58
10/01/2034 481,058.00 5.800% 79,946 56 561,004.56
4/01/2035 . - 65,995.88 65,995.88
10/01/2035 508,316.00 5.800% 65,595.88 574,311.88
. 4/01/2036 - . §1.254.72 51.254.72
10/01/2036 537,411.00 - 5,800% 51,254.72 588,665.72
40172037 . - 35,669.80 35,669.80
10/01/2037 568,449.00 5.800% 35,669.80 604,118.80
401/2038 - - 19,184.78 19,184.78
10/01/2038 661.544.00 5.800% 19,184.78 680,728.78
Total " §,440,000.00 - -11,689,002.59 18,129,002.59

Ferris, Baker Warts, Inc.
West Virginia Public Finance Department

pro

File = wdains99.5-Series 4-36,440,000

4
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| (Form of)
ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assi_gns, 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 vnthm Bond of the said Issuer with full power of
substitution in the premises.

Dated:

In the presence of:

06/15/99
847280/58003

CH324195.1



BANK ONE CENTER, 3IX¥H FLODR
P. 0. 80X ZiBO
Crarnsaore W. Va seaoe 2100
{30 @24-800Q
FACSIMILE (3D4) BE4-8183
100Q HANPYON CENTER
F.O.BOX 181
MorcgawTows, W, Va seso7riaia
{304 398-8000
FACSIMILE (304) 9348-8)i18
128 EAST BURKE STREET
P. 0. BOX 28849
Mazrivsaes, W. Va esaosaze
- {304) 236391
FACSIMILE (304) 282-3541

ST

STEPTOE & JOHNSON

ATTORNEYS AT Law
BANK ONE CENTER
| SEVENTH FLOGR
F. 0. BOX 1588
CHARLESTON, W. VA. 25326-1588
(304) 353-8000
FACSIMILE (304) 353.-8180

June 16, 1999

RILEY BUILDING, FOLRYH FLODR
14TH AND CHASLUINE STRELTS
P. 0. BOX i%D
WHEELING, W. VA. 260030020
{304) 2330000
FACSIMILE {304} 2330019
THE RIVERS DFFICE PARK
BOQ STAR AVEHUE, SUITE 220
F. 0. BQX a28
Parxresmrns, W, Va eeiososen
(304) 422-85a3
FACSIMILE (304) 4226482

ALAN B. NOLLOHAN INNOVATIOH CENTER
1300 TECHNDLOBY BRIV
P. D.BOX 22iQ
FAmEMONT, W. Va. 26554-8024
{304) Jes-a000
FACSIMILE (304) 368-8413

.
WRITER™S DIRECY OlAL MUMBER

South Putnam Public Service District
Water Revenue Bonds, Series 1999 A and Series 1999 B

(West Virginia Water Development Authority)

South Putnam Public Service District
Scott Depot, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by South Putnam Public
Service District (the "Issuer"), a public service district and public corporation and political subdivision
created and existing under the laws of the State of West Virginia, of its $6,440,000 Water Revenue Bonds,
Series 1999 A (West Virginia Water Development Authority) and its $5,425,000 Water Revenue Bonds,

Series 1999 B (West Virginia Water Development Authority), all dated the date hereof (coIlecti‘}ely, the
"Bonds™).

We have examined the law and certified copies of proceedings and other papers relating
to the authorization of a loan agreement for the Series 1999 A Bonds, dated June 16, 1999, including all
schedules and exhibits attached thereto, and the authorization of a loan agreement for the Series 1999 B
Bonds, dated June 16, 1999, including all schedules and exhibits attached thereto (collectively, the "Loan
Agreements"), each between the Issuer and the West Virginia Water Development Authority (the
"Authority"), and the Bonds, which are to be purchased by the Authority in accordance with the provisions
of the Loan Agreements. The Series 1999 A Bonds are originally issued in the form of one bond,
registered as to principal and interest to the Authority, with interest payable April 1 and October 1 of each
year, commencing October 1, 1999, at the rate of 5.8 % per annum, and with principal installments payable
on October 1 of each year, commencing October 1, 2000, and ending October 1, 2038, all as set forth in
“Schedule X, " attached to the Loan Agreement for the Series 1999 A Bonds and incorporated in and made

CH323923.2
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South Putnam Public Service District, et al.
Page 2

a part of the Series 1999 A Bonds. The Series 1999 B Bonds are originally issued in the form of one bond,
registered as to principal and interest to the Authority, with interest payable April 1 and October 1 of each
year, commencing October 1, 1999, at the rates per annum reflected on the Schedule A attached to the
Bonds, and with principal installments payable on October 1 of each year, commencing October 1, 1999,
and ending October 1, 2038, all as set forth in "Schedule X," attached to the Loan Agreement for the
Series 1999 B Bonds and incorporated in and made a part of the Series 1999 B Bonds.

The Bonds are issued under the authority of and in full compliance with the Constitution
and statutes of the State of West Virginia, including particularly, Chapter 16, Article 13A of the
West Virginia Code of 1931, as amended (the "Act"), for the purposes of paying, in conjunction with
other available funds of the Issuer, (i) the costs of acquisition and construction of certain improvements and
extensions to the existing public waterworks facilities of the Issuer (the "Project"); (ii) currently refunding
the Issuer’s Prior Bonds; (iif) funding reserve accounts for the Bonds; (iv) capitalizing interest on the Series
1999 A Bonds; and (v) paying certain costs of issuance and related costs.

We have also examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on June 15, 1999, as supplemented by a Supplemental Resolution duly adopted by
the Issuer on June 15, 1999 (collectively, the "Bond Legislation"), pursuant to and under which Act and
Bond Legislation the Bonds are authorized and issued, and the Loan Agreements have been entered into.
The Bonds are subject to redemption prior to maturity to the extent, at the time, under the conditions and
subject to the limitations set forth in the Bond Legisiation and the Loan Agreements.

‘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 public service district, public
corporation and political subdivision of the State of West Virginia, with corporate power and authority to
acquire and construct the Project, to refund the Issuer’s Prior Bonds, to operate and maintain the System
and to issue and sel] the Bonds, all under the Act and other applicable provisions of law.

2. The Loan Agreements have been duly authorized by and executed on behalf of the
Issuer, are valid and binding special obligations of the Issuer enforceable in accordance with the terms
thereof, and inure to the benefit of the Authority and cannot be amended by the Issuer so as to affect
adversely the rights of the Authority or diminish the obligations of the Issuer without the written consent
of the Authority.

CH323923.2
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3. The Bond Legislation and all other necessary orders and resclutions have been duly
and effectively adopted by the Issuer and constitute valid and binding obligations of the Issuer enforceable
upon the Issuer. The Bond Legislation contains provisions and covenants substantially in the form of those

set forth in Section 4.1 of the Loan Agreements.

4, The Bonds have been duly authorized, issued, executed and delivered by the Issuer
to the Authority and are valid, legally enforceable and binding special obligations of the Issuer, payable
from the Net Revenues of the System and secured by a first lien on and pledge of the Net Revenues of the
System, senior and prior with respect to liens, pledge and source of and security for payment to the Issuer's
Water System Note, Series 1997, dated October 30, 1997, all in accordance with the terms of the Bonds
and the Bond Legislation. ' .

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. We express no opinion regarding other federal tax consequences arising with respect to the
Bonds.

6. The Bonds are, under the Act, exempt from taxation by the State of West Virginia,
and the other taxing bodies of the State, and the interest on the Bonds is exempt from personal and
corporate income taxes imposed directly thereon by the State of West Virginia.

7. Contemporaneous with the issuance of the Series 1999 Bonds, the Issuer’s Prior
Bonds have been defeased and paid in full.

It is to be understood that the rights of the holders of the Bonds and the enforceability of
the Bonds, the Loan Agreements, the Bond Legislation and the liens and pledges set forth therein, may be
subject to and limited by bankruptcy, insolvency, reorganization, moratorium and other similar laws
affecting creditors' rights heretofore or hereafter enacted to the extent constitutionally applicable and that
their enforcement may also be subject to the exercise of judicial discretion in appropriate cases.

CH323923.2
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We have examined the executed and authenticated Bonds numbered AR-1 and BR-1,
respectively, and in our opinion the form of said Bonds and their execution and authentication are regular
and proper.

Very truly yours,

STE;%;E & }OHN:G%\

06/15/99
847280/98003

CH323923.2



ASSIGNMENT SEPARATE FROM BOND

FOR VALUE RECEIVED, the West Virginia Water Development Authority
hereby sells, assigns and transfers unto the Bank of New York, New York, New York, the
Water Revenue Bonds, Series 1999 A (West Virginia Water Development Authority), of
South Putnam Public Service District, in the principal amount of $6,440,000, numbered
AR-1, dated June 16, 1999, standing in the name of the West Virginia Water Development
Authority on the books of said Issuer.

WITNESS my signature on this 16th day of June, 1999.

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

ﬁéﬁdﬁdm ﬁ%d//w/

Authorized Representative

06/15/99
847280/98003
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SOUTH PUTNAM PUBLIC SERVICE DISTRICT
WATER REVENUE BOND, SERIES 1999 B
(WEST VIRGINIA WATER DEVELOPMENT AUTHORITY)

No. BR-1 ' $5,425,000

KNOW ALL MEN BY THESE PRESENTS: That SOUTH PUTNAM
PUBLIC SERVICE DISTRICT, a public corporation and political subdivision of the State
of West Virginia in Putnam 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 FIVE MILLION FOUR HUNDRED TWENTY - FIVE THOUSAND DOLLARS
($5,425,000), in installments on October 1 of each year, beginning October 1, 2000, 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 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,
such interest shall be payable on April 1 and October 1 in each year, beginning
October 1, 1999. 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 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 upon the terms and
conditions prescribed by, and otherwise in compliance with, the Loan Agreements between
the Issuer and the Authority, dated June 16, 1999,
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This Bond is issued (i) to pay the costs of refunding the Prior Bonds of the
Issuer; (ii) to fund a reserve account for the Bonds; and (jii) to pay certain costs of issuance
hereof and related costs. The existing public waterworks system of the Issuer, the Project
constructed with the proceeds of the Series 1999 A Bonds (hereinafter defined) and any
further improvements or extensions thereto are herein called the "System.” This Bond is
issued under the authority of and in full compliance with the Constitution and statutes of the
State of West Virginia, including particularly Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the "Act"), and a Bond Resolution duly adopted by the Issuer on
June 15, 1999, and a Supplemental Resolution duly adopted by the Issuer on June 15 , 1999
(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 WATER REVENUE BONDS, SERIES 1999 A (WEST
VIRGINIA WATER DEVELOPMENT AUTHORITY), DATED THE DATE HEREQF,
ISSUED CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $6,440,000 (THE "SERIES 1999 A BONDS"), AND SENIOR AND PRIOR
TO THE ISSUER’S WATER SYSTEM NOTE, SERIES 1997, DATED OCTOBER 30,
1997, ISSUED IN THE PRINCIPAL AMOUNT OF NOT TO EXCEED $250,000 (THE
"SERIES 1997 NOTE").

This Bond is payable onty from and secured by a pledge of the Net Revenues
(as defined in the Bond Legislation) to be derived from the operation of the System, on a
parity with the pledge of Net Revenues in favor of the holders of the Series 1999 A Bonds,
and from moneys in the reserve account created under the Bond Legislation for the Bonds
(the "Series 1999 B Bonds Reserve Account") and unexpended proceeds of the Bonds, and
senior and prior to the lien on Surplus Revenues in favor of the holder of the Series 1997
Note. 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 shall be set aside 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 to pay the same or the interest hereon except from said special
fund provided from the Net Revenues, the moneys in the Series 1999 B Bonds Reserve
Account and unexpended proceeds of the Bonds. Pursuant to the Bond Legislation, the
Issuer has covenanted and agreed to establish and maintain just and equitable rates and
charges for the use of the System and the services rendered thereby, which shall be
sufficient, together with other revenues of the System, to provide for the reasonable expenses
of operation, repair and maintenance of the System, and to leave a balance each year equal
to at least 115% of the maximum amount payable in any year for principal of and interest on
the Bonds and all other obligations secured by a lien on or payable from such revenues prior

CH324197.1
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to or on a parity with the Bonds, including the Series 1999 A Bonds; provided however, that
50 long as there exists in the Series 1999 B 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 prior to or on a parity with the Bonds, including the
Series 1999 A 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.

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 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 Jssuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of and interest on this Bond.

L

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, SOUTH PUTNAM PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be
hereunto affixed and attested by its Secretary, and has caused this Bond to be dated
June 16, 1999.

[SEAL] -~

Secretary

CH324197.1




CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1999 B Bonds described in the within-
mentioned Bond Legislation and has been duly registered in the name of the registered owner
set forth above, as of the date set forth below.

Date: June 16, 1999,

ONE VALLEY BANK, NATI
ASSOCIATION, as Regi

Authori

A 15
ed Office
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Series B: 45,425,000

South Putnam Public Service District, WV
WDA Loan (Loan Program I1. 1999 Series A} of $5 425,000
Series B
DEBT SERVICE SCHEDULE
10/01/1999 - . 102,129.86 102,129.86
4/0172000 - . 135,171.88 135,171.88
10/01/2000 80,000.00 3.400% 135,171.88 215,171.88
4/01/2004 . - - 133.811.88 132.811.88
10/01/2001 90,000.00 3.750% 133,811.88 223,811.88 '
4/01/2002 - - 132,124.38 132,124.38
100472002 90,000.00 3.900% 132,124.38 22212438
40172003 - . 130,369.38 130,369.38
10/01/2003 95,000.00 4.000% 130,369.38 225360.38
40172004 - - 128,469.38 128,465.38
10/01/2004 100,000.00 4.100% 128,469.38 278,469.38
4/01/2005 - . 126,419.38 126,419.38
10/01/2005 100,000.00 4,200% 126,419.38 226,413,38
410172006 - - 124.319.38 124319.38
10/01/2006 105,000.00 4,300% 124,319.38 229,319.38
40112007 . . . 122,061.88 122,061.88
10/01/2007 110,000.00 4.375% 122,061.88 232,061.88
40112008 - . 119,655.63 119,655.63
10/01/2008 115,000,00 4,500% 119,655 63 234 655.63
4/01/2009 . - 117,068.13 117,068.13
10/01/2009 120,000.00 4,500% 117,068.13 237,068.13
40172010 . - 114,368,13 114,368.13
10/01/2010 -125,000.00 4.700% 114,368.13 239,368.13
4/01/2011 - . 111,430.63 111,430.63
10/01/2011 130,000.00 4.800% 111,430,563 241,430.63
40172012 - - 108,310.63 108,310.63
10/01/2012 140,000.00 5.000% 108,310.63 248,310.63
40172013 - . 104,810.63 104,810.63
10/01/2013 145,000.00 5,000% 104.810.63 249 810.63
4/0112014 - - 101,185.63 101,185.63
10/01/2014 155,000.00 5.000% 101,185.63 256,185.63
401/2015 . - 97,310.63 97,310,63
10/01/2015 160,000.00 5.500% 97,310.63 257,310.63
4012016 . - 92.910.63 9291063
10/0172016 170,000.60 5.500% 92,910.63 262,910.63
4012017 . - - 88,235.63 88,235.63
10/01/2017 180,000.00 5.500% 88,235.63 268,235,63
4/01/2018 - ~ - 83,285.63 8328563
10/01/2018 160,000.00 5.400% 83285.63 243,285.63
40112019 : . 78,965.63 78,965.69
10/01/2019 170%a.00 5.300% 78,965.63 248,965.63
4/01/2020 . - 74,460.63 74,460.63
10/01/2020 180,000.00 5.300% 74,460.63 254,460.63
4/01/2021 - - . 69,690.63 69,650.63
10/01/2021 180,000.00 5.250% £9,690.63 259,680.63
4012022 . - 64,703.13 64,703.13

Ferris, Baker Waits, Inc.
West Virginia Public Finance Department

File = wdains99. o Series B-55,425,000
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Sertes B: 15,425 gqg

South Putnam Public Service District, WV
WDA Loan (Loan Program II, 1999 Series A) of 85,425,000
S Series B
DEBT SERVICE SCHEDULE
10/01/2022 200,000.00 5.250% 64,703.13 264,703.13
41012023 - . ' 59,453.13 59,453.13
10/01/2023 210,000.00 5.250% 5945343 | 26845313
40112024 - - - 394063 53,940.63
10/01/2024 220,000.00 5125% - 53,940.63 273,940.63
4/01/2025 - - 48,303.13 48,303.13
10/01/2025 225,000.00 5.125% 48,303.13 273,303.13
40112026 - - . 42,537.50 42,537 .50
10/01/2026 240,000.00 5125% 42,537.50 . 282,537.50
4012027 - o - - 36,387.50 36,387.50
10/01/2027 250,000.00 5.125% . 36,387.50 286,387.50
4/01/2028 - . © - 29,981.25 29,981.25
10/01/2028 200,000.00 5.125% 29.981.25 229.981.25
4T1/2029 - - 24,856.25 24,856.25
10/01/2029 210,000.00 5.125% 24,856.25 234,856.25
4/01/2030 - - 19,475.00 19,475.00
10/01/2030 110,000.00 5.125% 19,475.00 129,475.00
4/01/2031 . - - 16,656.25 16,656,258
10/01/2031 75,000.00 5.125% 16,656.25 91,656.25
4/01/2032 - - 14,734.38 14,734.38
10/01/2032 80,000.00 5.125% 14,734.38 94,734.38
4/01/2033 - - 12,684,38 12,684.38
10/01/2033 80,000.00 5.125% 12,684 38 9268438
401/2034 - . 10,634.38 10,634.38
10/01/2034 85,000.00 5.125% " 10,634.38 $5,634.38
4/01/2035 - - T 8,456.25 8,456.25
10/01/2035 90,000.00 . 5.425% 8,456.25 98,456.25
4/01/2038 - . 6,150.00 6,150.00
10/01/2036° 85,000.00 5.125% 6,150.00 101,150.00
4/01/2037 - - . 371563 371563
10/01/2037 100,000.00 5.125% 3,715.63 103,715.63
4/01/2038 - - . 1,153.13 1,153.13
10/01/2038 45,000.00 5.125% 115313 46,153.13
Total " 5,425,000.00 - 5,792,646.42 11,223,646.42
Ferris, Baker Watts, Inc. . . FHe = wdains99.sf-Sertes B-35,425,000
West Virginia Public Finance Departmant SI4/1999 4:29 PM



(Form of)

ASSIGNMENT

r

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:

-

06/15/99
847280/98003

CH324197.1



BAMK CNE CENTER, SIXTH FLOOR
P. O, 80X 2190
CrLARESBURG, W. VA 263022100
{304} aga-8co0
FACIIMILE {304) a249-8181
1008 HANPTON CENTER
F. 0. 20X 818
MorcanTows, W. Va_casoriaie
1304) 59a-E000
FACSIMILE (3D«) BO8-8)i8

iR® EAST BUAKE STREET
P. C. BOX Bazs
MARTINSBURG, W, VA 25402-2028
(304) ZE3-8B0)
FACSIMILE {3C4) 282-3041

e

[
f

STEPTOE & JOHNSON

ATTORNEYS AT Law
BANK ONE CENTER
" SEVENTH FLOOR
F.O.BOX 1588
CHARLESTON, W. VaA. 25326-1588
{304} 353-8000
FACSIMILE (304) 353-8180

June 16, 1999

RILEY BUILDING, FOURTH FLOOR
14TH ANG CHAPLINE STREETS
P. Q. BOX ;B0
‘WHEELING, W, VA 2e00s0020
{aca) 2233-0000
FACSIHILE {304) 2330054
THE RIVERS QFFCE PARK
200 STAR AYENUE, SUNTE 220
P. 0. BGxX @28
Pannrrosuse, W. VA 281020008
(304) 42p-FA5
FACSIMILE (304) 422.a4a3

ALAN B. MOLLOHAN INNOYATION CENTER
1000 TECHNOLAGY DRIVE
A.Q. BOX 2210

FarrmonT, W. Va 2es54.8824

{3104} Jaa.ms000
FACSIMILE (304} 388-84(13

WRITER"S QIRECT DIAL NIJ.MBEH

South Putnam Public Service District
Water Revenue Bonds, Series 1999 A and Series 1999 B

{West Virginia Water Development Authority)

South Putnam Public Service District
Scott Depot, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by South Putnam Public
Service District (the "Issuer"), a public service district and public corporation and political subdivision
created and existing under the laws of the State of West Virginia, of its $6,440,000 Water Revenue Bonds,
Series 1999 A (West Virginia Water Development Authority) and its $5,425,000 Water Revenue Bonds,
Series 1999 B (West Virginia Water Development Authority), all dated the date hereof (collectively, the
"Bonds").

We have examined the law and certified copies of proceedings and other papers relating
to the authorization of a loan agreement for the Series 1999 A Bonds, dated June 16, 1999, including all
schedules and exhibits attached thereto, and the authorization of a loan agreement for the Series 1999 B
Bonds, dated June 16, 1999, including all schedules and exhibits attached thereto (collectively, the "Loan
Agreements"), each between the Issuer and the West Virginia Water Development Authority (the
"Authority"), and the Bonds, which are to be purchased by the Authority in accordance with the provisions
of the Loan Agreements. The Series 1999 A Bonds are originally issueq in the form of one bond,
registered as to principal and interest to the Authority, with interest payable %;il 1 and October 1 of each
year, commencing October 1, 1999, at the rate of 5.8 % per annum, and with principal installments payable
on October 1 of each year, commencing October 1, 2000, and ending October 1, 2038, all as set forth in
"Schedule X, " attached to the Loan Agreement for the Series 1999 A Bonds and ipcorporated in and made

CH323923.2
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South Putnam Public Service District, et al.
Page 2

a part of the Series 1999 A Bonds. The Series 1999 B Bonds are originally issued in the form of one bond,
registered as to principal and interest to the Authority, with interest payable April 1 and October 1 of each
year, commencing October 1, 1999, at the rates per annum reflected on the Schedule A attached to the
Bonds, and with principal installments payable on October 1 of each year, commencing October 1, 1999,
and ending October 1, 2038, all as set forth in "Schedule X," attached to the Loan Agreement for the
Series 1999 B Bonds and incorporated in and made a part of the Series 1999 B Bonds.

The Bonds are issued under the authority of and in full compliance with the Constitition
and statutes of the State of West Virginia, including particularly, Chapter 16, Article 13A of the
West Virginia Code of 1931, as amended (the "Act"), for the purposes of paying, in conjunction with
other available funds of the Issuer, (i) the costs of acquisition and construction of certain improvements and
extensions to the existing public waterworks factlities of the Issuer (the "Project); (ii) currently refunding
the Issuer’s Prior Bonds; (iif) funding reserve accounts for the Bonds; (iv) capitalizing interest on the Series
1999 A Bonds; and (v) paying certain costs of issuance and related costs.

We have also examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on June 15, 1999, as supplemented by a Supplemental Resolution duly adopted by
the Issuer on June 15, 1999 (collectively, the "Bond Legislation™), pursuant to and under which Act and
Bond Legislation the Bonds are authorized and issued, and the Loan Agreements have been entered into.
The Bonds are subject to redemption prior to maturity to the extent, at the time, under the conditions and
subject to the limitations set forth in the Bond Legislation and the Loan Agreements.

In connection with the issuance of the Bonds, the Issuer has executed a Certificate as to
Arbifrage, 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:

L. The Issuer is a duly created and validly existing public service district, public
corporation and political subdivision of the State of West Virginia, with corporate power and authority to
acquire and construct the Project, to refund the Issuer’s Prior Bonds, to operate and maintain the System
and to issue and sell the Bonds, all under the Act and other applicable provisions of law.

2. The Loan Agreements have been duly authorized by and executed on behalf of the
Issuer, are valid and binding special obligations of the Issuer enforceable in accordance with the terms
thereof, and inure to the benefit of the Authority and c\annot be amended by the Issuer so as to affect
adversely the rights of the Authority or diminish the obligations of the Issuer without the written consent
of the Authority.

CH323923.2



South Putnam Public Service District, et al.
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3. The Bond Legislation and all other necessary orders and resolutions have been duly
and effectively adopted by the Issuer and constitute valid and binding obligations of the Issuer enforceable
upon the Issuer. The Bond Legislation contains provisions and covenants substantially in the form of those
set forth in Section 4.1 of the Loan Agreements.

4, The Bonds have been duly authorized, issued, executed and delivered by the Issuer
~ to the Authority and are valid, legally enforceable and binding special obligations of the Issuer, payable
from the Net Revenues of the System and secured by a first lien on and pledge of the Net Revenues of the
System, senior and prior with respect to liens, pledge and source of and security for payment to the Issuer's
Water System Note, Series 1997, dated October 30, 1997, all in accordance with the terms of the Bonds
and the Bond Legislation. ’

_ 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. We express no opinion regarding other federal tax consequences arising with respect to the
Bonds.

6. The Bonds are, under the Act, exempt from taxation by the State of West Virginia,
and the other taxing bodies of the State, and the interest on the Bonds is exempt from personal and
corporate income taxes imposed directly thereon by the State of West Virginia.

7. Contemporaneous with the issuance of the Series 1999 Bonds, the Issuer’s Prior
Bonds have been defeased and paid in full.

It is to be understood that the rights of the holders of the Bonds and the enforceability of
the Bonds, the Loan Agreements, the Bond Legislation and the liens and pledges set forth therein, may be
subject to and limited by bankruptcy, insolvency, reorganization, moratorium and other similar laws
affecting creditors’ rights heretofore or hereafter enacted to the extent constitutionally applicableland that
their enforcement may also be subject to the exercise of judicial discretion in appropriate cases. y
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We have examined the executed and anthenticated Bonds numbered AR-1 and BR-1,
respectively, and in our opinion the form of said Bonds and their execution and authentication are regular
and proper.

Very truly yours,

STE% OE & JOH::S’Ut%‘_\

- &._k,ﬁ

06/15/99
B47280/98003

CH323923.2



ASSIGNMENT SEPARATE FROM BOND

FOR VALUE RECEIVED, the West Virginia Water Development Authority
hereby sells, assigns and transfers unto the Bank of New York, New York, New York, the
Water Revenue Bonds, Series 1999 B (West Virginia Water Development Authority), of
South Putnam Public Service District, in the principal amount of $5,425 ,000, numbered
BR-1, dated June 16, 1999, standing in the name of the West Virginia Water Development
Authority on the books of said Issuer.

WITNESS my signature on this 16th day of June, 1999,

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

Authorized Representative

—

06/15/99
847280/98003

CH324202.1
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BANK ONE CENTER, SIXTH FLOOR
P. O BOX 2180
CLARESBURG, W. Va. 2asoz-2100
(304} B24-8000
FACSIMILE (304) 524-8/23

1000 HAMBETON CENTER
B 0 80X 5|6
MorGarTowr, W, Va. 2660710610
(304} 528-8000
FACBIMILE (304} S88-811&

t2 6 EAST BURKE STREET
P O HOX 2620
MARTINSBURG, W, VA, 25402.2a20
(304} PEI-EDD|

FAGSIMILE (304) 262-3541

STEPTOE & JOINSON

ATTORNEYS AT Law
BANK ONE CENTER
SEVENTH FLOCR
F. O, BOX I588
CHARLESTONR, W. VA. 25326-1588
(304) 353-8000

FACSIMILE (304) 3583-8180

June 16, 1999

RILEY BUIDING, FOURTH FLOOR
14TH AND CHAFLINE STREETS
P. 0. BOX IS0
WHEEL¥G, W. VA. 260030020
{304} 233.0000
FACSIMILE (304) 233.00/4

THE RIVERS OFFICE PARK
EOQ STAR AVENUE, SUITE 220
P. C. HOX 62E
PARRERSEURG, W, VA 2a100.0628
{304) 42Z.6483
FACSIMILE {304) 422-6462

ALAN B. MOLLOHAN INNOVATION CENTER
[C00 TECHNOLOGY DRIVE
P.O. 80X 2210
FATEMONT, W. Va. pasaianng,
(304} 388-8000
FACSIMILE {304) Rca-B4i3

WRITER'S DIRECT DIAL NUMBER

South Putnam Public Service District
Water Revenue Bonds, Series 1999 A and Series 1999 B

(West Virginia Water Development Authority)

South Putnam Public Service District
Scott Depot, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by South Putnam Public
Service District (the "Issuer"), a public service district and public corporation and political subdivision
created and existing under the laws of the State of West Virginia, of its $6,440,000 Water Revenue Bonds,
Series 1999 A (West Virginia Water Development Authority) and its $5,425,000 Water Revenue Bonds,
Series 1999 B (West Virginia Water Development Authority), all dated the date hereof (collectively, the
"Bonds").

We have examined the law and certified copies of proceedings and other papers relating
to the authorization of a loan agreement for the Series 1999 A Bonds, dated June 16, 1999, including all
schedules and exhibits attached thereto, and the authorization of a loan agreement for the Series 1999 B
Bonds, dated June 16, 1999, including all schedules and exhibits attached thereto (collectively, the "Loan
Agreements"), each between the Issuer and the West Virginia Water Development Authority (the
"Authority "), and the Bonds, which are to be purchased by the Authority in accordance with the provisions
of the Loan Agreements. The Series 1999 A Bonds are origially issued in the form of one bond,
registered as to principal and interest to the Authority, with interest payable April 1 and October 1 of each
year, commencing October 1, 1999, at the rate of 5.8 % per annum, and with principal installments payable
on October 1 of each year, commencing October 1, 2000, and ending October 1, 2038, all as set forth in
"Schedule X, " attached to the Loan Agreement for the Series 1999 A Bonds and incorporated in and made
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a part of the Series 1999 A Bonds. The Series 1999 B Bonds are originally issued in the form of one bond,
registered as to principal and interest to the Authority, with interest payable April 1 and October 1 of each
year, commencing October 1, 1999, at the rates per annum reflected on the Schedule A attached to the
Bonds, and with principal installments payable on October 1 of each year, commencing October 1, 1999,
and ending October 1, 2038, all as set forth in "Schedule X," attached to the Loan Agreement for the
Series 1999 B Bonds and incorporated in and made a part of the Series 1999 B Bonds.

The Bonds are issued under the authority of and in full compliance with the Constitution
and statutes of the State of West Virginia, including particularly, Chapter 16, Article 13A of the
West Virginia Code of 1931, as amended (the "Act"), for the purposes of paying, in conjunction with
other available funds of the Issuer, (i) the costs of acquisition and construction of certain improvements and
extensions to the existing public waterworks facilities of the Issuer (the "Project™); (ii) currently refunding
the Issuer’s Prior Bonds; (iii) funding reserve accounts for the Bonds; (iv) capitalizing interest on the Series
1999 A Bonds; and (v) paying certain costs of issuance and related costs.

We have also examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on June 15, 1999, as supplemented by a Supplemental Resolution duly adopted by
the Issuer on June 15, 1999 (collectively, the "Bond Legislation"), pursuant to and under which Act and
Bond Legislation the Bonds are authorized and issued, and the Loan Agreements have been entered into.
The Bonds are subject to redemption prior to maturity to the extent, at the time, under the conditions and
subject to the limitations set forth in the Bond Legislation and the Loan Agreements.

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 public service district, public
corporation and political subdivision of the State of West Virginia, with corporate power and authority to
acquire and construct the Project, to refund the Issuer’s Prior Bonds, to operate and maintain the System
and to issue and sell the Bonds, all under the Act and other applicable provisions of law.

2. The Loan Agreements have been duly authorized by and executed on behalf of the
Issuer, are valid and binding special obligations of the Issuer enforceable in accordance with the terms
thereof, and inure to the benefit of the Authority and cannot be amended by the Issuer so as to affect
adversely the rights of the Authority or diminish the obligations of the Issuer without the written consent
of the Authority.
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3 The Bond Legislation and ali other necessary orders and resolutions have been duly
and effectively adopted by the Issuer and constitute valid and binding obligations of the Issuer enforceable
upon the Issuer. The Bond Legislation contains provisions and covenants substantially in the form of those
set forth in Section 4.1 of the Loan Agreements.

4. The Bonds have been duly authorized, issued, executed and delivered by the Issuer
to the Authority and are valid, legally enforceable and binding special obligations of the Issuer, payable
from the Net Revenues of the System and secured by a first lien on and pledge of the Net Revenues of the
System, senior and prior with respect to liens, pledge and source of and security for payment to the Issuer's
Water System Note, Series 1997, dated October 30, 1997, all in accordance with the terms of the Bonds
and the Bond Legislation.

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. We express no opinion regarding other federal tax consequences arising with respect to the
Bonds.

6. The Bonds are, under the Act, exempt from taxation by the State of West Virginia,
and the other taxing bodies of the State, and the interest on the Bonds is exempt from personal and
corporate income taxes imposed directly thereon by the State of West Virginia.

7. Contemporaneous with the issuance of the Series 1999 Bonds, the Issuer’s Prior
Bonds have been defeased and paid in full.

It is to be understood that the rights of the holders of the Bonds and the enforceability of
the Bonds, the Loan Agreements, the Bond Legislation and the liens and pledges set forth therein, may be
subject to and limited by bankruptcy, insolvency, reorganization, moratorium and other similar laws
affecting creditors' rights heretofore or hereafter enacted to the extent constitutionally applicable and that
their enforcement may also be subject to the exercise of judicial discretion in appropriate cases.
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We have examined the executed and authenticated Bonds numbered AR-1 and BR-1,
respectively, and in our opinion the form of said Bonds and their execution and authentication are regular
and proper.

Very truly yours,

STEPTOE & JOHNSON

06/15/99
847280/98003
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RALPH W. BASSETT, JR.
ATTORNEY AT LAW

1156 SOUTH MAIN STREET
MILTON, WV 25541
TELEPHONE {304) 743-5573
FAX (304) 743.1150

June 16, 1999

South Putnam Public Service District
Water Revenue Bonds, Series 1999 A and Series 1999 B
(West Virainia Water Development Authority)

South Putnam Public Service District
Scott Depot, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Steptoe & Johnson
Charleston, West Virginia

Ladies and Gentiemen:

F am counsel to South Putnam Public Service District, a public service
district in Putnam County, West Virginia (the “Issuer”). As such Counsel, | have
examined a copy of the approving opinion of Steptoe & Johnson, as bond counsel , two
loan agreements, each dated June 16, 1999, including all schedules and exhibits
aftached thereto, by and between the West Virginia Water Development Authority (the
“Authority”) and the Issuer (the “Loan Agreements”), the Bond Resolution duly adopted
by the Issuer on June 16, 1999, as supplemented by the Supplemental Resolution duly
adopted by the Issuer on June 16, 1999 (collectively, the “Bond Legislation”), and other
documents, papers, agreements, instruments and certificates relating to the above-
captioned Bonds of the Issuer (the “Bonds"*) and orders of the County Commission of
Putnam County relating to the Issuer and the appointment of members of the Public
Service Board of the Issuer. All capitalized terms used herein and not otherwise
defined herein shall have the same meaning set forth in the Bond Legislation and the
Loan Agreements when used herein.

I am of the opinion that:
1. The Issuer is duly created and validly existing as a public service

district and as a public corporation and political subdivision of the State of West
Virginia.
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2. The Loan Agreements have been duly authorized, executed and
delivered by the lssuer and, assuming due authorization, execution and delivery by the
Authority, constitute valid and binding agreements of the Issuer enforceable in
accordance with their terms.

3. The members and officers of the Public Service Board of the Issuer
" have been duly, lawfully and properly appointed and elected, have taken the requisite
oaths, and are authorized to act in their respective capacities on behaif of the Issuer.

4. The Bond Legislation has been duly adopted by the Issuer and is
in full force and effect.

5. The execution and delivery of the Bonds and Loan Agreements
and the consummation of the transactions contemplated by the Bonds, the Loan
Agreements 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 agreement, document, or instrument to which the
Issuer is a party or to which the Issuer or its properties are bound or any existing law,
requlation, rule, order or decree to which the Issuer is subject.

6. In reliance upon the certificate of Howard K. Bell Consulting
Engineers, Inc., of even date herewith, the Issuer has received all permits, licenses,
approvals, consents, exemptions, orders, certificates and authorizations necessary for
the creation and existence of the Issuer, the issuance of the bonds, the acquisition and
construction of the Project, the operation of the System and the imposition of rates and
charges, including, without limitation, alf requisite orders, certificates and approvals
from The County Commission of Putnam County and the West Virginia Infrastructure
and Jobs Development Council. | express no opinion as to any permits, licenses,
approvals, consents, exemptions, orders, certificates, or authorizations which the Issuer
is required to obtain from the West Virginia Public Service Commission.

7. To the best of my knowledge, there is no action, suit, proceeding
or investigation at taw 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 Agreements the Bonds or the bond
Legisiation, the acquisition and construction of the Project, the refunding of the Prior
Bonds, the operation of the System or the validity of the bonds or the collection or
pledge of the Net Revenues therefor.

8. Based upon my review of the contracts, the surety bonds and the
policies or other evidence of insurance coverage in connection with the Project, | am of
the opinion 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
tssuer; (3) have been executed by duly authorized representatives of the proper parties:
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{(4) meet the requirements of the Act, 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 provision thereof.

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

Sincerely yours,

G

Ralph W. Bassett, Jr.

RWB:bkb
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LAW OFFICES

RoBERT R. RODECKER
i210 BANK ONE CENTER

B O.BOX 3713

TELEPHONE CHARLESTON, WEST VIRGINIA 25337
(304 343-1654

FACSIMILE
{304) 349-1657

June 16, 1999

South Putnam Public Service District
Scott Depot, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Steptoe & Johnson
Charleston, West Virginia

South Putnam Public Service District
Water Revenue Bonds, Series 1999 A and Series 1999 B

(West Virgima Water Development Authority)

Ladies and Gentlemen:

I am special counsel to South Putnam Public Service District, a public service district in
Putnam County, West Virginia (the "Issuer"). As such counsel, | have represented the Issuer in all
matters related to the Public Service Commission of West Virginia for the issuance of the above-
referenced bonds, the refunding of the Issuer’s Prior Bonds and the acquisition and construction of
the Project. I have also represented the Issuer with respect to the acquisition of the assets of
Kanawha Orchard Public Service District. All capitalized terms used herein and not otherwise
defined herein shall have the same meaning set forth in the Bond Legislation and the Loan
Agreements when used herein.

I am of the opinion that:
1. The Issuer has received all permits, licenses, approvals, consents, exemptions, orders,
certificates and authorizations from the Public Service Commission of West Virginia necessary for

the issuance of the Bonds, the refunding of the Issuer’s Prior Bonds, the acquisition and construction
of the Project, including the assets of Kanawha Orchard Public Service District, the operation of the

[
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System and the implementation of rates and charges, and the Issuer has taken any other action
required for the imposition of such rates and charges, including, without limitation, the adoption of
a resolution prescribing such rates and charges. The Issuer has received the Final Order of the
Public Service Commission of West Virginia entered May 28, 1999, in Case No. 98-081 9-PWD-CN,
among other things, granting to the Issuer a certificate of public convenience and necessity for the
Project and approving the financing for the refunding of the Prior Bonds and the Project. While the
time to file an appeal of the decision has not expired, the only parties to the proceeding are the
District and the Staff of the Commission. The District has informed me that it will not file an appeal
and the Staff of the Commission lacks the authority to file such an appeal.

2. The Issuer has duly published a notice of the acquisition and construction of the
Project, the issuance of the Bonds and related matters, as required under Chapter 16, Article 13A,
Section 25 of the West Virginia Code of 1931, as amended, and has duly complied with the
provisions thereof,

3. Contemporaneous with the issuance of the Bonds, the Issuer has acquired all assets,
both real and personal, of Kanawha Orchard Public Service District, and all necessary deeds, bills
of sale and assignments have been filed.

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

Very truly yours,

ROBERT R. RODECKER, ESQUIRE




RALPH W. BASSETT, JR.

ATTORNEY AT LAW

4156 SOUTH MAIN STREET
MILTON, WV 25541
TELEPHONE (304) 743-5573
FAX (304} 743-1150

June 15, 1999

WATER PROJECT
WATER DEVELOPMENT AUTHORITY FINANCING

Mr. Daniel B. Yonkosky, Director
Water Development Authority
180 Association Drive
Charleston, WV 25311-1571

Re:  South Putnam Public Service District, 2000
Water System Upgrade Project

Dear Mr. Yonkosky:

This firm represents the South Putnam Public Service District with regard to a
proposed project to construct the 2000 Water System Upgrade and its other related
lines, facilities and equipment (the “Project”), and provides this final title opinion on
behalf of the South Putnam Public Service District to satisfy the requirements of the
Water Development Authority (the “Authority”} with regard to the Authority’s financing
proposed for the Project. Please be advised of the following:

1. That 1 am of the opinion the South Putnam Public Service District is a duly
created and existing public service district possessed with all the powers and authority
granted to public service districts under the laws of the State of West Virginia and has
the full power and authority to construct, operate and maintain the Project as approved
by various State agencies.

2. That the South Putnam Public Service District has obtained approvat for
all necessary permits and approvals for the construction of the Project.

3. That | have investigated and ascertained the location of and am familiar
with the legal description of the necessary sites, including easements and/or rights of
way, required for the Project as set forth in the plans for the Project prepared by H. K.
Bell Consuiting Engineers, Inc., the consulting engineers for the Project.

4. That | have examined the records on file in the Office of the Clerk of the
County Commission of Putnam County, West Virginia, the county in which the Project is
located and, in my opinion, the South Putnam Public Service District has acquired or
will acquire before construction commences, legal title or such other estate or interest
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possession for the purpose of construction, operation and maintenance for the
estimated life of the facilities to be constructed, except and subject to the following:

Crabtree, Bob Map 193, Parcel 1
Stroud, Jack Map 192, Parcel 1.8
Hindle, Steven Map 192, Parcel 1.3

The following listed properties are being acquired by eminent domain and the
necessary filings have been made (or will be made prior to closing) in the Office of the
Clerk of the County Commission of Putnam County, West Virginia to permit the South
Putnam Fublic Service District a right-of-entry for the purpose of construction, operation
and maintenance of the subject facilities on the subject properties. The South Putnam
Public Service District’s title thereto is defeasible in the event the South Putnam Public
Service District does not satisfy any resulting judgement and/or award in the proceeding
for acquisition of said properties, and our certification is subject to the pending litigation:

A. Brenda and Elmer Humphreys, Tax Map and Parcel (192/13), CA 99-C-
157.

5. That all deeds or other documents which have been acquired to date by
the South Putnam Public Service District have been duly recorded in the aforesaid
Clerk's Office in order to protect legal title to and interest of the South Putnam Public
Service District.

Sincerely yours,

o)
i ooty

RWB:bkb
cc: Samme L. Gee, Esquire
E:\wpfiles\SPPSD\peach creek\opinion letters\finat title opinion
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SQUTH PUTNAM PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 1999 A and Series 1999 B
(West Virginia Water Development Authority)

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 AGREEMENTS

11. RATES

12.  PUBLIC SERVICE COMMISSION ORDER

13.  SIGNATURES AND DELIVERY

14,  BOND PROCEEDS

15. PUBLICATION OF NOTICE OF BORROWING AND PSC FILING
16. PRIVATE USE OF FACILITIES

17.  NO FEDERAL GUARANTY

18. IRS INFORMATION RETURN

19. SPECIMEN BONDS

20. CONFLICT OF INTEREST

21, GRANTS

22. YEAR 2000 COMPLIANCE

VWoENAUNEWRN -~

We, the undersigned CHAIRMAN and the undersigned SECRETARY of the
Public Service Board of South Putnam Public Service District, in Putnam County,
West Virginia (the "Issuer”), and the undersigned COUNSEL to the Issuer, hereby certify
in connection with the $6,440,000 South Putnam Public Service District Water Revenue
Bonds, Series 1999 A (West Virginia Water Development Authority) and the $5,425,000
South Putnam Public Service District Water Revenue Bonds, Series 1999 B (West Virginia
Water Development Authority) (collectively, the "Bonds"), as follows:

1. TERMS: Allcapitalized words and terms used in this General Certificate
and not otherwise defined shalt have the same meaning set forth in the Bond Resolution duly
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adopted by the Issuer on June 15, 1999, and a Supplemental Resolution duly adopted by the
Issuer on June 15, 1999 (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 refunding of the Prior Bonds of the Issuer, the acquisition or
construction of the Project, the operation of the System, the receipt of Grant proceeds, the
receipt of the Net Revenues, or in any way contesting or affecting the validity of the Bonds
or the Grants, or any proceedings of the Issuer taken with respect to the issuance or sale of
the Bonds, the pledge or application of the Net 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 refunding of the Prior
Bonds of the Issuer, the acquisition and construction of the Project, the operation of the
System, the receipt of Grant proceeds, if any, or the pledge or application of moneys and
security or the collection of the Net Revenues or pledge thereof.

3.  GOVERNMENTAL APPROVALS AND BIDDING: All applicable and
necessary approvals, permits, exemptions, consents, authorizations, registrations and
certificates required by law for the refunding of the Prior Bonds of the Issuer, the acquisition
and construction of the Project, the operation of the System, including, without limitation,
the imposition of rates and charges, and the issuance of the Bonds, have been duly and timely
obtained and remain in full force and effect. Competitive bids for the acquisition and
construction of the Project have been solicited in accordance with Chapter 5, Article 22,
Section 1 of the Official West Virginia Code of 1931, as amended, which bids remain in full
force and effect.

4.  NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There has
been no adverse change in the financial condition of the Issuer since the approval and
execution and delivery by the Issuer of the Loan Agreements, and the Issuer has met all
conditions prescribed in the Loan Agreements entered into between the Issuer and the
Authority.

There is an outstanding obligation of the Issuer which will rank junior and
subordinate to the Bonds as to liens, pledge and source of and security for payment, being
the Issuer's Water System Note, Series 1997, issued on October 30, 1997, in the principal
amount of not to exceed $250,000 (the "Series 1997 Note"). The Bonds are senior and prior
to the lien on Surplus Revenues in favor of the Holder of the Series 1997 Note. The Issuer
has obtained the consent of the Holder of the Series 1997 Note to the issuance of the Bonds
senior and prior to the Series 1997 Note. Following the refunding of the Prior Bonds, and
other than the Series 1997 Note, there are no outstanding bonds or obligations of the Issuer
which are secured by revenues or assets of the System. The Issuer is in compliance with the
covenants of the Series 1997 Note.
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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, altered, supplemented or changed in any way unless
modification appears from later documents also listed below:

Bond Resolution

Supplemental Resolution

WDA Loan Agreements

Public Service Commission Order

Infrastructure and Jobs Development Council Approval

County Commission and Public Service Commission
Orders regarding Creation and Expansion of District

County Commission Orders Appointing Current
Boardmembers

Oaths of Office of Current Boardmembers

Rules of Procedure of Public Service Board
Affidavit of Publication on Borrowing

Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resolution and
Supplemental Resolution

Series 1997 Note Documents
Consent of Holder of Series 1997 Note

Asset Purchase Agreement with Kanawha Orchard Public Service
District

Evidence of Grant from the State of West Virginia
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Evidence of Grant from The County Commission of
Putmam County

6. INCUMBENCY AND OFFICIAL NAME: The proper corporate title
of the Issuer is "South Putnam Public Service District.” The Issuer is a public service
district and public corporation duly created by The County Commission of Putnam County
and presently existing under the laws of, and a political subdivision of, the State of
West Virginia. The governing body of the Issuer is its Public Service Board consisting of 3
duly appointed, qualified and acting members whose names and dates of commencement and
termination of current terms of office are as follows:

Date of Date of
Commencement Termination
Name of Office of Office
Carl Coffman, I August 21, 1995 August 31, 2001
Calvin Hatfield August 20, 1997 August 31, 2003
Glen Yeager July 15, 1993 August 31, 1999

The names of the duly elected and/or appointed, qualified and acting officers
of the Public Service Board of the Issuer for the calendar year 1999 are as follows:

Chairman - Carl Coffman, [T
Secretary - Fred D. Stottlemyer
Treasurer - Calvin Hatfield

The duly appointed and acting counsel to the Issuer is Ralph W. Bassett,
Milton, West Virginia. The duly appointed special counsel to the Issuer is Robert R.
Rodecker, Charleston, West Virginia

7. LAND AND RIGHTS-OF-WAY: All land in fee simple and all
rights-of-way and easements necessary for the acquisition and construction of the Project and
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 will not be subject to any liens, encumbrances, reservations or exceptions
which would adversely affect or interfere in any way with the use thereof for such purposes.
The costs thereof, including costs of any properties which may have to be acquired by
condemnation, are, in the opinion of all the undersigned, within the ability of the Issuer to
pay for the same without jeopardizing the security of or payments on the Bonds.

8.  MEETINGS, ETC.: All actions, resolutions, orders and agreements
taken by and entered into by or on behalf of the Issuer in any way connected with the
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issuance of the Bonds, the refunding of the Prior Bonds, the acquisition, construction and
financing of the Project and 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 all applicable statutes,
including, without limitation, Chapter 6, Article 9A, of the Official West Virginia Code of
1931, as amended, and a quorum of duly appointed or elected, as applicable, qualified and
acting members of the Governing Body was present and acting at all times during all such
meetings. All notices required to be posted and/or published were so posted and/or
published.

9. CONTRACTORS' INSURANCE, ETC.: All contractors have been
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
insurance for the System required by the Bond Legislation and the Loan Agreements is in
full force and effect.

10. LOAN AGREEMENTS: As of the date hereof, (i) the representations
of the Issuer contained in the Loan Agreements are true and correct in all material respects
as if made on the date hereof; (ii) the Loan Agreements do not contain any untrue statement
of a material fact or omit to state any material 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 Agreements 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 Agreements not misleading; and (iv) the Issuer is in compliance with all
covenants, terms and representations made in the Loan Agreements.

11. RATES: The Issuer has received the Final Order of the Public Service
Commission of West Virginia entered on May 28, 1999, in Case No. 98-0819-PWD-CN,
approving the rates and charges for the services of the System. Counsel to the Issuer
expresses no opinion as to this paragraph 11.

12.  PUBLIC SERVICE COMMISSION ORDER: The Issuer has received
the Final Order of the Public Service Commission of West Virginia entered on May 28,
1999, in Case No. 98-0819-PWD-CN, granting to the Issuer a certificate of public
convenience and necessity for the Project, approving the water rates for the System, the
refunding of the Prior Bonds, and approving the financing for the Project. Counsel to the
Issuer expresses no opinion as to this paragraph 12.

13. SIGNATURES AND DELIVERY: On the date hereof, the undersigned
Chairman did officially sign all of the Bonds of the aforesaid issue, consisting upon original
issuance of two Bonds, numbered AR-1 and BR-1, respectively, dated the date hereof, by his
manual signature, and the undersigned Secretary did officially cause the official seal of the
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Issuer to be affixed upon sajd Bonds and to be attested by his 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 Agreements. Said official seal is also
impressed above the signatures appearing on this certificate.

14.  BOND PROCEEDS: On the date hereof, the Issuer received from the
Authority the agreed purchase price of the Series 1999 A Bonds, being $6,440,000, there
being no interest accrued thereon. On the date hereof, the Issuer received from the Authority
the agreed purchase price of the Series 1999 B Bonds, being $5,259,581.38 (par value of
$5,425,000, less Authority’s discount of $165,418.62), there being no interest accrued
thereon.

15.  PUBLICATION OF NOTICE OF BORROWING AND PSC FILING:
The Issuer has published any required notice with respect to, among other things, the
acquisition and construction of the Project, anticipated user rates and charges, the issuance
of the Bonds and filing of a formal application for a certificate of public convenience and
necessity with the Public Service Commission of West Virginia, in accordance with
Chapter 16, Article 13A, Section 25 of the Official West Virginia Code of 1931, as
amended.

16. PRIVATE USE OF FACILITIES: The Issuer shall at ail times take, and
refrain from taking, and shall not fail to take, any and all actions 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. None 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 of, or 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 with respect to such private business use, which is not
related to any government use of such proceeds, including the disproportionate related
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 loans 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, other than use as a member of the general public. All of the foregoing
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have been and are to be determined in accordance with and within the meaning of the Internal
Revenue Code of 1986, as amended (including any amendments and successor provisions and
the 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
Chairman did officially execute a properly completed IRS Form 8038-G in connection with
both the Series 1999 A and the Series 1999 B Bonds and will cause each such executed
Form 8038-G to be filed in a timely manner pursuant to Section 149(e) of the Code with the
Internal Revenue Service Center, Philadelphia, Pennsylvania. The information contained in
each such executed Form 8038-G is true, correct and complete. -

19. SPECIMEN BOND: Delivered concurrently herewith are true and
accurate specimens of both the Series 1999 A and the Series 1999 B Bonds.

20. CONFLICT OF INTEREST: No member, officer or employee of the
Issuer has a substantial financial interest, direct, indirect or by reason of ownership of stock
in any corporation, in any contract with the Issuer or in the sale of any land, materials,
supplies or services to the Issuer or to any contractor supplying the Issuer, relating to the
Bonds, the Bond 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.

21.  GRANTS: As of the date hereof, the grant in the amount of $50,000
from the State of West Virginia and the grant in the amount of $50,000 from The County
Commission of Putnam County are committed for the Project and in full force and effect.

22.  YEAR 2000 COMPLIANCE: The Issuer represents that it has
undertaken or will undertake an investigation to determine whether the operations of the
System, including but not limited to any billing, collection and inventory computer programs
of the System and any electronic or mechanical components of the System are Year 2000
Compliant. The Issuer further represents that if it determines as a result of this investigation
that any Mission-Critical Component of the System is not Year 2000 Compliant, the Issuer
(1) will take timely and affirmative action to repair or replace any such component, and (ii)
will perform adequate testing to ensure the sound operation and Year 2000 Compliant status
of the repaired or replaced component. For purposes of this paragraph, "Year 2000
Compliant” means, with respect to the information technology the Issuer uses or will use in
the operation of the System (including any date-sensitive microprocessors embedded in
electronic or mechanical components of the System), the information technology is designed
to be used prior to, during and after calendar Year 2000 A.D., and the information
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technology used during each such time period will accurately receive, provide and process
date-time data (including, but not limited to, calculating, comparing and sequencing) from,
into and between the twentieth and twenty-first centuries, including the years 1999 and 2000,
and leap-year calculations, and will not malfunction, cease to function, or provide invalid or
incorrect results as a result of date-time data. For purposes of this paragraph,
"Mission-Critical Component” means any component of the System that would be critical to
(a) the System’s continued operation after January 1, 2000; (b) the Issuer’s ability to continue
to bill its customers and collect amounts billed from those customers after J annary 1, 2000;
or (c) the Issuer’s ability to make all principal and interest payments for the Bonds as and
when they become due.
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WITNESS our signatures and the official seal of SOUTH PUTNAM PUBLIC
SERVICE DISTRICT on this 16th day of June, 1999,

[CORPORATE SEAL]
SIGNATURE OFFICIAL TITLE

/M f%—}? Chairman

‘7/{/ “/j % Secretary

ﬁ%i/& ) /ﬁMb Counsel to Issuer
[P

06/15/99
847280/98003
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SOUTH PUTNAM PUBLIC SERVICE DISTRICT

Water Revenue Bonds,
Series 1999 A and Series 1999 B
(West Virginia Water Development Authority) -

CERTIFICATE AS TO ARBITRAGE

The undersigned Chairman of the Public Service Board of South Putnam Public
Service District in Putnam County, West Virginia (the "Issuer"), being one of the officials
of the Issuer duly charged with the responsibility for the issuance of $6,440,000 aggregate
principal amount of Water Revenue Bonds, Series 1999 A, and $5.425,000 aggregate
principal amount of Water Revenue Bonds, Series 1999 B, of the Issuer, both dated June 16,
1999 (the "Bonds"), hereby certify as folows:

1. 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 "). Tamone
of the officers of the Issuer duly charged with the responsibility of issuing the Bonds. Iam
familiar with the facts, circumnstances and estimates herein certified and am 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 Bond
Resolution duly adopted by the Issuer on June 15, 1999, as supplemented (the "Bond
Resolution"), 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 the certifieation 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 16, 1999, the date on which the Bonds are to
be physically delivered in exchange for the issue price of the Bonds, and to the best of my
knowledge and belief, the expectations of the Issuer set forth herein are reasonable.

5. In the Bond Resolution 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
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"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 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 Sections 103 and 148 of the
Code.

6. The Series 1999 A Bonds were sold on June 16, 1999, to the
West Virginia Water Development Authority (the "Authority”) pursuant to a loan agreement
dated June 16, 1999, by and between the Issuer and the Authority, for an aggregate purchase
price of $6,440,000 (100% of par value), there being no accrued interest paid thereon.

7. The Series 1999 B Bonds were sold on June 16, 1999, to the
West Virginia Water Development Authority (the "Authority ") pursuant to a loan agreement
dated June 16, 1999, by and between the Issuer and the Authority, for an aggregate purchase
price of $5,425,000 (100% of par value), there being no accrued interest paid thereon

8. The Series 1999 A Bonds are being delivered simultaneously with the
delivery of this certificate and are issued for the purposes of (i) paying the costs of acquisition
and construction of certain improvements and extensions to the existing public sewerage
facilities of the Issuer (the "Project"”); (ii) funding a reserve account for the Series 1999 A
Bonds; (i11) capitalizing interest on the Series 1999 A Bonds; and (ii) paying costs of issuance
of the Bonds and related costs.

9. The Series 1999 B Bonds are being delivered simultaneously with the
delivery of this certificate and are issued for the purposes of (i) currently refunding the
District’s Water Revenue Bonds, Series 1978, Water Revenue Bonds, Series 1989 A, Water
Revenue Bonds, Series 1989 B, Water Revenue Bonds, Series 1990 A, Water Revenue
Bonds, Series 1990 B and Water Revenue Bonds, Series 1998 A (collectively, the "Prior
Bonds"); (ii) funding a reserve account for the Series 1999 B Bonds; and (iii) paying costs
of issuance of the Bonds and related costs.

10. The Issuer shall, on the date hereof or immediately hereafter, enter into
agreements which require the Issuer to expend in excess of $100,000 on the Project,
constituting a substantial binding commitment, or has already done so. Acquisition,
construction and equipping of the Project will comnmence immediately and will proceed with
due diligence to completion, and, with the exception of proceeds constituting capitalized
interest, if any, and proceeds deposited in the reserve account for the Bonds, 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 October 15, 2000, except as
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otherwise required for rebate to the United States under Section 148(f) of the Code.
Acquisition and construction of the Project is expected to be completed by July 1, 2000.

11.  The total cost of the Project and refunding the Prior Bonds (including all
costs of issuance of the Bonds) is estimated at $11,865,000. Sources and uses of funds for
the Project are as follows;

SOURCES
Gross Proceeds of the Series 1999 A Bonds $ 6,440,000.00
Gross Proceeds of the Series 1999 B Bonds - 5,425.000.00
Total Sources $11.865.000.00
USES
Acquisition and Construction
of Project $5,569,394 .40
Cost of Refunding Prior Bonds 4,900,000.00
Capitalized Interest on
the Series 1999 A Bonds 450,000.00
Funded Reserve Account for
the Series 1999 A Bonds 390,605.60
Funded Reserve Account for
the Series 1999 B Bonds 356,614.84
Costs of Issuance 198.385.16
Total Uses $11.865,000.00

-

Except for the proceeds of the Bonds, no other funds of the Issuer will be
available to meet Costs of the Project, and no balances are available to meet such costs in any
account which may, without legislative or judicial action, be invaded to pay such
expenditures without a Jegislative, judicial or contractual requirement that such account be
reimbursed,

12. Pursuant to Article V of the Bond Resolution, the following special funds
or accounts have been created or continued:

(1}  Revenue Fund;

(2)  Renewal and Replacement Fund;
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(3)  Series 1999 A Bonds Construction Trust Fund;
(4)  Series 1999 B Bonds Construction Trust Fund;
{5) Rebate Fund:

(6)  Series 1999 A Bonds Sinking Fund;

(7)  Within the Series 1999 A Bonds Sinking Fund, the Series 1999 A
Bonds Reserve Account;

(8)  Series 1999 B Bonds Sinking Fund; and

(9)  Within the Series 1999 B Bonds Sinking Fund, the Series 1999 B
Bonds Reserve Account.

13. Pursuant to Article VI of the Bond Resolution, the proceeds of the Bonds
will be deposited as follows:

(1)  Series 1999 A Bonds proceeds in the amount of $450,000 will be
deposited in the Series 1999 A Bonds Sinking Fund as capitalized interest and
applied to payment of interest on the Bonds during construction of the Project
and for a period not to exceed six months following completion thereof.

(2)  Series 1999 A Bonds proceeds in the amount of $390,605.60 will
be deposited in the Series 1999 A Bonds Reserve Account.

(3)  The balance of the proceeds of the Series 1999 A Bonds will be
deposited in the Series 1999 A Bonds Construction Trust Fund and applied
solely to payment of Costs of the Project, including costs of issuance of the
Series 1999 B Bonds and related costs, and for no other purpose.

(4)  Series 1999 B Bonds proceeds in the amount of $4,900,000 will
be used to refund the Prior Bonds.

(5)  Series 1999 B Bonds proceeds in the amount of $356,614.84 will
be deposited in the Series 1999 B Bonds Reserve Account.

(6)  The balance of the proceeds of the Series 1999 B Bonds will be
deposited in the Series 1999 B Bonds Construction Trust Fund and applied
solely to payment of costs of the Project, including costs of issuance of the
Series 1999 B Bonds and related costs, and for no other purpose.
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Amounts in the Series 1999 A Bonds Construction Trust Fund and the Series
1999 B 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. All of such moneys
are necessary for such purpose.

None of the proceeds of the Bonds will be used to reimburse the Issuer for costs
of the Project previously incurred and paid by the lssuer with its own funds.

14.  Moneys held in the Series 1999 A Bonds Sinking Fund will be used
solely to pay principal of and interest on the Series 1999 A Bonds, and will not be available
to meet costs of acquisition and construction of the Project. Except to the extent transferred
to the Rebate Fund at the request of the Issuer, all investment earnings on moneys in the
Series 1999 A Bonds Sinking Fund and the Series 1999 A Bonds Reserve Account will be
withdrawn therefrom, not less than once each year, and, during construction of the Project,
deposited into the Series 1999 A Bonds Construction Trust Fund, and following completion
of construction of the Project, will be deposited in the Revenue Fund, and such amounts will
be applied as set forth in the Bond Resolution.

15. Moneys held in the Series 1999 B Bonds Sinking Fund will be used solely
to pay principal of and interest on the Series 1999 B Bonds, and will not be available to meet
costs of acquisition and construction of the Project. Except to the extent transferred to the
Rebate Fund at the request of the Issuer, all investment earnings on moneys in the
Series 1999 B Bonds Sinking Fund and the Series 1999 B Bonds Reserve Account will be
withdrawn therefrom, not less than once each year, and, during construction of the Project,
deposited into the Series 1999 B Bonds Construction Trust Fund, and following completion
of construction of the Project, will be deposited in the Revenue Fund, and such amounts will
be applied as set forth in the Bond Resolution.

16.  Except for the Series 1999 A Bonds Sinking Fund and the Series 1999 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 Series 1999 A Bonds,
or which are pledged as collateral for the Series 1999 A Bonds and for which there is a
reasonable assurance that amounts therein will be available to pay debt service on the Series
1999 A Bonds, if the Issuer encounters financial difficulties. The Issuer does not expect that
moneys in the Rebate Fund or the Renewal and Replacement Fund will be used or needed
for payments upon the Series 1999 A Bonds, and because such amounts may be expended for
other purposes, there is no reasonable assurance that such amounts would be available to
meet debt service if the Issuer encounters financial difficulties; thus, such amounts may be
invested without yield limitation. 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 is not
located within the jurisdiction of the Issuer and which is not acquired to implement a court
ordered or approved desegregation plan or other investment property producing a yield in
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excess of the yield on the Series 1999 A Bonds, have been or will be pledged to payment of
the Series 1999 A Bonds. Less than 10% of the proceeds of the Series 1999 A Bonds, if any,
will be deposited in the Series 1999 A Bonds Reserve Account and or any other reserve or
replacement fund. The amounts deposited in the Series 1999 A Bonds Reserve Account from
time to time by the Issuer will not exceed the maximum annual principal and interest on the
Series 1999 A Bonds, and will not exceed 125% of average annual principal and interest on
the Series 1999 A Bonds. Amounts in the Series 1999 A Bonds Reserve Account, not to
exceed 10% of the proceeds of the Series 1999 A Bonds, if invested, will be invested without
yield limitation, The establishment of the Series 1999 A Bonds Reserve Account is required
by the Authority, is vital to its purchase of the Series 1999 A Bonds, and is reasonably
required to assure payments of debt service on the Series 1999 A Bonds.

17.  Except for the Series 1999 B Bonds Sinking Fund and the Series 1999 B
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 Series 1999 B Bonds,
or which are pledged as collateral for the Series 1999 B Bonds and for which there is a
reasonable assurance that amounts therein will be available to pay debt service on the Series
1999 B Bonds, if the [ssuer encounters financial difficulties. The Issuer does not expect that
moneys in the Rebate Fund or the Renewal and Replacement Fund will be used or needed
for payments upon the Series 1999 B Bonds, and because such amounts may be expended for
other purposes, there is no reasonable assurance that such amounts would be available to
meet debt service if the Issuer encounters financial difficulties; thus, such amounts may be
invested without yield limitation. 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 is not
located within the jurisdiction of the Issuer and which is not acquired to implement a court
ordered or approved desegregation plan or other investment property producing a yield in
excess of the yield on the Series 1999 B Bonds, have been or will be pledged to payment of
the Series 1999 B Bonds. Less than 10% of the proceeds of the Series 1999 B Bonds, if any,
will be deposited in the Series 1999 B Bonds Reserve Account and or any other reserve or
replacement fund. The amounts deposited in the Series+1999 B Bonds Reserve Account from
time to time by the [ssuer will not exceed the maximum annual principal and interest on the
Series 1999 B Bonds, and will not exceed 125% of average annual principal and interest on
the Series 1999 B Bonds. Amounts in the Series 1999 B Bonds Reserve Account, not to
exceed 10% of the proceeds of the Series 1999 B Bonds, if invested, will be invested without
yield limitation. The establishment of the Series 1999 B Bonds Reserve Account is required
by the Authority, is vital to its purchase of the Series 1999 B Bonds, and is reasonably
required to assure payments of debt service on the Series 1999 B Bonds.

18.  The Issuer shall, on the date hereof or immediately hereafter, enter into
a contract for the construction of the Project, and the amount to be expended pursuant to such
contract exceeds the lesser of 2 1/2% of the estimated total Project cost financed with
proceeds from the sale of the Bonds or $100,000.
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19, Work with respect to the acquisition and construction of the Project will
proceed with due diligence to completion. Acquisition and construction of the Project is
expected to be completed within 12 months.

20.  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.

21.  With the exception of the amount deposited in the Series 1999 A Bonds
Sinking Fund for payment of interest on the Bonds, if any, and amounts deposited in the
Series 1999 A Bonds Reserve Account and the Series 1999 B Bonds Reserve Account, if
any, all of the proceeds of the Bonds will be expended on the Project within 15 months from
the date of issuance thereof,

22. The Series 1999 A Bonds Sinking Fund (other than the
Series 1999 A Bonds Reserve Account therein) is intended primarily to achieve a proper
matching of payments of debt service on the Series 1999 A Bonds each year. The
Series 1999 A Bonds Sinking Fund (other than the Series 1999 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 Series 1999 A Bonds, or 1
year's interest earnings on the Series 1999 A Bonds Sinking Fund (other than the
Series 1999 A Bonds Reserve Account therein). Except as otherwise allowed, any money
deposited in the Series 1999 A Bonds Sinking Fund for payment of the principal of or interest
on the Series 1999 A Bonds (other than the Series 1999 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 1999 A Bonds Sinking Fund (other than in the Series 1999 A Bonds Reserve Account
therein) will be spent within a 1-year period beginning on the date of receipt.

23. The Series 1999 B Bonds Sinking Fund (other than the
Series 1999 B Bonds Reserve Account therein) is intended primarily to achieve a proper
matching of payments of debt service on the Series 1999 B Bonds each year. The
Series 1999 B Bonds Sinking Fund {other than the Series 1999 B 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 Series 1999 B Bonds, or 1
year's interest earnings on the Series 1999 B Bonds Sinking Fund (other than the
Series 1999 B Bonds Reserve Account therein). Except as otherwise allowed, any money
deposited in the Series 1999 B Bonds Sinking Fund for payment of the principal of or interest
on the Series 1999 B Bonds (other than the Series 1999 B 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 froin the investment of amounts held in the
Series 1999 B Bonds Sinking Fund (other than in the Series 1999 B Bonds Reserve Account
therein) will be spent within a 1-year period beginning on the date of receipt.
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24.  All proceeds of the Bonds which will be used for the payment of costs
of the Project will be expended for such purposes within three years of June 15, 1999,

25.  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.

26.  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.

27.  The Issuer shall file Form 8038-G in a timely fashion with the Internal
Revenue Service Center, Philadelphia, Pennsylvania 19255.

28. 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
Bonds or $5,000,000 have been or will be used to make or finance loans to, any person who
is not a governmental unit.

29.  The original proceeds of the Bonds will not exceed the amount necessary
for the purposes of the issue, except to the extent any such proceeds are required for rebate
to the United States.

30.  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. :

31.  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 necessary to comply with the Code and the
Treasury Regulations promulgated or to be promulgated thereunder in order to assure that
the interest on the Bonds is excluded from gross income for federal income tax purposes.

32. 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.

33.  The Issuer will rebate to the United States the amount, if any, required
by the Code and take all steps necessary to make such rebates. In the event the Issuer fails
to make such rebates as required, the Issuer shall pay 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.
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34, The Issuer has retained the right to amend the Bond Resolution
authorizing the issuance of the 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 Bonds from the gross income for federal income tax purposes of interest on
the Bonds.

35. The Issuer shall comply with the yield restriction on Bond proceeds as
set forth in the Code.

36. The Issuer has either (a) funded the Series 1999 A Bonds Reserve
Account at the maximum amount of principal and interest which will mature and become due
on the Series 1999 A Bonds in the then current or any succeeding year with the proceeds of
the Series 1999 A Bonds, or (b) created the Series 1999 A Bonds Reserve Account which will
be funded with equal payments made on a monthly basis over a 10 year period until such
Series 1999 A Bonds Reserve Account holds an amount equal to the maximum amount of
principal and interest which will mature and become due on the Series 1999 A Bonds in the
then current or any succeeding year. Moneys in the Series 1999 A Bonds Reserve Account
and the Series 1999 A Bonds Sinking Fund will be used solely to pay principal of and interest
on the Series 1999 A Bonds and will not be available to pay costs of the Project.

37. The Issuer has either (a) funded the Series 1999 B Bonds Reserve
Account at the maximum amount of principal and interest which will mature and become due
on the Series 1999 B Bonds in the then current or any succeeding year with the proceeds of
the Series 1999 B Bonds, or (b) created the Series 1999 B Bonds Reserve Account which will
be funded with equal payments made on a monthly basis over a 10 year period until such
Series 1999 B Bonds Reserve Account holds an amount equal to the maximum amount of
principal and interest which will mature and become due on the Series 1999 B Bonds in the
then current or any succeeding year. Moneys in the Series 1999 B Bonds Reserve Account
and the Series 1999 B Bonds Sinking Fund will be used solely to pay principal of and interest
on the Series 1999 B Bonds and will not be available to pay costs of the Project.

38.  The Issuer shall submit to the Authority within 15 days following the end
of each bond year a certified copy of its rebate calculation and a certificate with respect
thereto or, if the Issuer qualifies for the small governmental issuer exception to rebate, or any
other exception thereto, then the Issuer shall submit to the Authority 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.

39.  The Issuer expects that no part of the Project financed by the Bonds will
be sold or otherwise disposed of prior to the last maturity date of the Bonds.

40.  The Issuer covenants and agrees to comply with the rebate requirements
of the Code if not exempted therefrom, and with all other requirements of the Code
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necessary, proper or desirable to maintain the tax-exempt status of the Bonds and the interest
thereon. In addition, the Issuer has covenanted to comply with all Regulations from time to
time m effect and applicable to the Bonds as may be necessary i order to fully comply with
Section 148(f) of the Code, and has covenanted 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 the Resolutions authorizing issuance of the Bonds. '

The Issuer has further covenanted 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 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. The Issuer has further covenanted to 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. 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.

41. The Bonds are each a fixed yield issue. No interest or other amount
payable on the Bonds {other than in the event of an unanticipated contingency) is determined
by reference to (or by reference to an index that refiects) market interest rates or stock or
commodity prices after the date of issue.

42,  None of the Bonds has a yield-to-meturity more than one-fourth of one
percent higher than the yield on the Bond determined by assuming the Bond is retired on the
date that when used in computing the yield on the Bond produces the lowest yield.

43.  No portion of the proceeds of the Bonds will be used, directly or
indirectly, to replace funds which were used, directly or indirectly, to acquire higher yielding
investments, all within the meaning of Section 148 of the Code.

44,  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 the Bonds and (c) will be paid out of substantially the same sources
of funds or will have substantially the same claim to be paid out of substantially the same
sources of funds as the Bonds.
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45.  Except for a reasonable temporary period until such proceeds are needed
for the purpose for which such issue was 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.

46.  The transaction contemplated herein does 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.

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

48.  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.

49.  Steptoe & Johnson is entitted 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.

50.  To the best of my knowledge, information and belief, the foregoing
expectations are reasonable.
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WITNESS my signature on this 16th day of June, 1999,

SOUTH PUTNAM PUBLIC
SERVICE DISTRICT

LS %ﬁﬂz

Chairman

06/15/99
847280/98003
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SOUTH PUTNAM PdBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 1999 A and Series 1999 B
(West Virginia Water Development Authority)

ENGINEER’S CERTIFICATE

I, RONALD C. McMAINE, Registered Professional Engineer, West Virginia
License No. 12321, of Howard K. Bell Consulting Engineers, Inc., Lexington, Kentucky,
hereby certify as follows:

1. My firm is engineer for the acquisition and construction of certain
extensions and iniprovements to the existing waterworks system (herein called the "Project")
of South Putnam Public Service District (the "Issuer”) to be constructed primarily in Putnam
County, West Virginia, which acquisition and construction are being permanently financed
in part by the above-captioned bonds (the "Bonds™) of the Issuer. Al capitalized words not
defined herein shall have the meanings set forth in the Resolution adopted by the Issuer on
June 15, 1999, and the Loan Agreement by and between the Issuer and the West Virginia
Water Development Authority (the "Authority") dated June 16, 1999.

2. The Bonds are being issued for the purposes, in conjunction with
other funds of the Issuer, of refunding certain outstanding debt of the Issuer, acquiring the
assets of Kanawha Orchard Public Service District, funding reserve accounts for the Bonds,
capitalizing interest on the Series 1999 A Bonds and construction of certain extensions and
improvements to the existing waterworks system of the Issue.

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 Bureau of Public Health
and the West Virginia Public Service Commission and any change orders approved by the
Issuer, the Bureau of Public Health and all necessary governmental bodies; (ii) the Project,
as designed, is adequate for its intended purpose and has a useful life of at least 40 years, if
properly operated and maintained, excepting anticipated replacements due to normal wear and
tear; (iil) the Issuer has received bids for the construction of the Project which are in an
amount and otherwise compatible with the plan of financing set forth in Schedule A attached
hereto as Exhibit A and, in reliance upon the opinion of Ralph W. Bassett, Esquire, all
successful bidder(s) have made required provisions for all insurance and payment and
performance bonds and such insurance policies or binders and such bonds have been verified
for accuracy; (iv) the successful bidder(s) received any and ali addenda to the original bid
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documents; (v) the bid documents relating to the Project reflect the Project as approved by
the Bureau of Public Health and the bid form(s) provided to the bidders conrtain all critical
operational components of the Project; (vi) the successful bid(s) include prices for every item
on such bid form(s); (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 Ralph W. Bassett, CPA, Esquire of even date herewith, 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 Subsections 4.1(a) and 4.1(b) (ii) of the
Loan Agreement; (x) the net proceeds of the Bonds, together with all other moneys o
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 Bureau of Public Health; and (xi) attached hereto
as Exhibit A is the final amended "Schedute A - Total Cost of Project and Sources of Funds"
for the Project.

WITNESS my signature and seal on this 16th day of June, 1999,

ST LTI HOWARD K. BELL CONSULTING ENGINEERS, INC.

Its Principal
Registered Professional Engineer,
< West Virginia License No. 12321

By: A pall & Tns Mgane

06/15/99
847230/98003
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DATE:___16 June 1999

NAME OF GOVERNMENTAL AGENCY: South Putnam Public Service District
ESTIMATED TOTAL COST OF PROJECT, SOURCES OF FUNDS AND COST OF

FINANCING:

A. Cost of Project
1. Construction $4,480,217.15
Acquisition of Kanawha Orchard PSD $524,964.95
2. Technical Services $429,315.69
3.  Legal and Fiscal | $7,053.56
4.  Administrative $19,636.42
5. Site and Other Lands ' $58,900.00
6. Step [ and/or Step II (Design) or Other Loan
' Repayment $151,094.33
Specity Type: : '
Engineering $105,684.31
Administrative $10,363.58
Legal & Fiscal $18,946.44
Rights-of-Way $16,100.00
7.  Interim Financing Costs $20,093.67
8.  Contingency $272,369.98
9, Total of Lines 1 through 8 $5,963,645.75
_ B. Sources of Funds
10.  Federal Grants:@ (Specify Source) ' .
11.  State Grants: (Specify Source) ....... Legislative $50,000
12, Other Grants: (Specify Source) ................
Piitnam County Commission $50,000
13.  Any Other Source:@ (Specify).......... Tap Fees $50,000
Interest Earned $100,000
KOPSD Debt Service Reserve $64,861.17
SPPSD Debt Service Reserve $77,518.87
14, Total of Lines 10 through 13 $392,380.04



15.  Net Proceeds Required from Bond Issue (Line 9 less

Line 14) $5,371,265.71
16. Capitalized Interest $450,000.00
{Construction period plus six months)
17.  Funded Reserve Account® _ $390,605.60
18.  Other Costs@ [Bond Counsel] $30,000.00
19.  Total Cost of Financing
(Lines 16 through 18) $870,605.60
Refinancing . $5,423,128.69
20 Size of Bond Tssue .

(Line 15 plus Line 19) , $11,865,000.00

Additional or explanatory material may be provided on additional sheets attached to Schedule
A. See South Putnam Refunding Sources and Uses, Exhibit 2.

%//% (ot @ Mg

SIGNATURE OF AUTHORIZED SIGNATURE OF ENGINEER
OFFICER OF APPLICANT -

DAttach support ducumentation not previously submitted. If not yet available, state such and
expectations as to availability.

QFor example, interest earnings during construction, if applicable. Include the proceeds of any
parity or attach supporting documentation if available (if not yet available, state such and
expectations as to availability).

@Consult with bond counsel and the Authority before assuming a funded reserve.

@For example, fees of bond counsel for the Government Agency.

9.



RALPH W. BASSETT, JR.

CERTIFIED PUBLIC ACCOUNTANT

1156 SOUTH MAIN STREET
MILTON, Wy 25541
TELEPHONE (304) 743-5573
FAX {304) 743-1150

June 16, 1999

South Putnam Public Service District
Water Revenue Bonds, Series 1999 A and Series 1999 B
(West Virginia Water Development Authority)

South Putnam Public Service District
Scott Depot, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

Ladies and Gentlemen:

Based upon the rated and charges set forth in the Final Order of the Public
Service Commission of West Virginian entered May 28, 1999, in Case No. 98-0819-
PWD-CN, and projected operation and maintenance expenses and anticipated
customer usage as furnished to me by H.K. Bell Consulting Engineers, Inc., it is my
opinion that such rates and charges will be sufficient to provide revenues which,
together with other revenues of the waterworks system (the “System”) of South Putnam
Public Service District (the “Issuer”), will pay all repair, operation and maintenance
expense of the System and leave a balance each year equal to at least 110% of the
maximum amount of the required in any year for debt service on the issuer's Water
Revenue Bonds, Series 1999 A and Series 1993 B (West Virginia Water Development
Authority) (collectively, “the Bonds”), and all other obligations secured by or payable
from the revenues of the System on a parity with or junior to the bonds, including the
Issuer's Water System Note, Series 1997, dated October 30, 1997.

Sincerely yours,
Ralph W. Bassett, Jr.

RWB:bkb
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- - WV MUNICIPAL BOND COMMISSION L ) ISSUE REPORT FORM 7
-~ 812 Quarrier Street ont-

Suite 300 Date of Report June 16, 1999
Charleston, WV 25301
(304) 558-3971 (See Reverse for Instructions)

ISSUE: South Putnam Public Service District Water Revenue Bonds,
Series 1999 A (West Virginia Water Development Authority)

ADDRESS: Post Office Box 147, Scott Depot. WV 25560 COUNTY: _Putnam
PURPOSE OF ISSUE: New Money: X
Refunding: REFUNDS ISSUE(S) DATED: N/A

ISSUE DATE: June 16, 1999 CLOSING DATE: June 16, 1999

ISSUE AMOUNT: _$6.440.000 RATE: 5.8%

1ST DEBT SERVICE DUE: 10/1/1999 1ST PRINCIPAL DUE; 10/1/2000

1ST DEBT SERVICE AMOUNT: _$108.943.33 . PAYING AGENT: Municipal Bond Commission

BOND UNDERWRITERS

COUNSEL: Stentoe & Johnson COUNSEL: Jackson & Kelly
Contact Person: Vincent A. Collins, Esq. Contact Person: Samme L. Gee. Fsq.
Phone: 624-8161 Phone: __340-1318 _

CLOSING BANK: _Putnam County Bank ESCROW TRUSTEE:

Contact Person: Jack Wilson. President Contact Person:
Phone:; 562-9931 Phone:

KNOWLEDGEABLE ISSUER CONTACT OTHER: Water Development Authority
Contact Person: Fred D. Stottlemver Contact Person: Dapje]l B. Yonkosky
Position: _General Manager Function: _Executive Director

Phone: _ 757-6551 Phone: 558-3612

DEPOSITS TO MBC AT CLGSE: Accrued Interest: $

By: Wire v . Capitalized Interest: $450.000
Check v Reserve Account: $390.605.60
Other: $
REFUNDS & TRANSFERS BY MBC AT CLOSE
By: Wire To Escrow Trustee: $
Check To Issuer $
IGT To Cons. Invest, Fund §
To Other: $

NOTES:

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED: %
TRANSFERS REQUIRED:

CL536697. Lb



_ - WV MUNICIPAL BOND COMMISSION ' _ . NEW ISSUE REPORT FORM
- = 812 Quarrier Street s TS co
Suite 300 Date of Report:_June 16, 1999

Charleston, WV 25301
(304) 558-3971 {See Reverse for Instructions)

ISSUE: South Putnam Public Service District Water Revenue Bonds,
Series 1999 B (West Virginia Water Development Authority)

ADDRESS: Post Office Box 147, Scott Depot, WV 25560 COUNTY: _Putnam

PURPOSE OF ISSUE: New Money: ,

: Refunding: X REFUNDS ISSUE(S) DATED: _ See Resolution

ISSUE DATE: June 16, 1999 CLOSING DATE: _June 16, 1999

ISSUE AMOUNT: _$5.425.000 RATE: Composite

1ST DEBT SERVICE DUE: 10/1/1999 1ST PRINCIPAL DUE: 10/1/2000

IST DEBT SERVICE AMOUNT: _$102.129.86 . PAYING AGENT: Municipal Bond Commission

BOND UNDERWRITERS

COUNSEL: Steptoe & Johnson COUNSEL: Jackson & Kelly
Contact Person: Vincent A, Collins. Esqg. Contact Person: Samme L. Gee, Esq.
Phone: 624-8161 Phone: _ 340-1318

CLOSING BANK: _Pumam County Bank ESCROW TRUSTEE:

Contact Person: Jack Wilson, President Contact Person:
Phone: - 562-9931 Phone:

KNOWLEDGEABLE ISSUER CONTACT OTHER: Water Develgpment Authority
Contact Person: _Fred D. Stottlemver Contact Person: Daniel B, Yonkosky
Position: _Geperal Manager Function: _Executive Director

Phone: _ 757-6551 Phone: 558-3612

DEPOSITS TO MBC AT CLOSE: Accrued Interest: $

By: Wire Capitalized Interest: $

v Check v Reserve Account: $356.614.84
Other: $
REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee: $

Check To Issuer $

IGT To Cons. Invest. Fund  §

To Other: $

NOTES:

FOR MUNICIPAL BOND COMMISSION USE ONLY:

DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:

i-..@—"
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SOUTH PUTNAM PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 1998 A and Series 1998 B
(West Virginia Water Development Authority)

RECEIPT OF UNITED STATES DEPARTMENT OF AGRICULTURE,
RURAL UTILITIES SERVICE

The undersigned, duly authorized representative of the United States
Department of Agriculture, Rural Utilities Service, for and on behalf of itself and the United
States of America, as holder of the following Water Revenue Bonds of South Putnam Public
Service District (the "Issuer"); (i) Water Revenue Bonds, Series 1978, dated December 18,
1978, issued in the original aggregate principal amount of $460,000; (ii) Water Revenue
Bonds, Series 1989 A, dated June 27, 1989, issued in the original aggregate principal amount
of $880,000; (iii) Water Revenue Bonds, Series 1989 B, dated June 27, 1989, issued in the
original aggregate principal amount of $54,475.03; (iv) Water Revenue Bonds, Series 1990
A, dated October 23, 1990, issued in the original aggregate principal amount of $1,750,000;
(v) Water Revenue Bonds, Series 1990 B, dated October 23, 1990, issued in the original
aggregate principal amount of $250,000; and (vi) Water Revenue Bonds, Series 1998 A,
dated April 14, 1998, issued in the original aggregate principal amount of $1,791,116.00,
(collectively, the "Prior Bonds"), hereby acknowledges receipt of the sum of $4,901,095.23
from the Issuer, as payment in full of the outstanding principal of, and interest on, the Prior
Bonds.

WITNESS my signature on this 16th day of June, 1999.

UNITED STATES DEPARTMENT OF
AGRICULTURE, RURAL UTILITIES SERVICE

Its Duly Authorized Representative

06/14/99
847280/98003

CH324088.1
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PURCHASE AND SALE AGREEMENT

THIS PURCHASE AND SALE AGREEMENT is made and entered into as
of the 17th day of December, 1992, by and between SOUTH PUTNAM
PUBLIC SERVICE DISTRICT, a public corporation ("Purchaser"), and

KANAWHA ORCHARD PUBLIC SERVICE DISTRICT ("Seller").

RECITALS

WHEREAS, Seller owns and operates water distribution and
related utility properties (hereinafter "System®), located in the
Scott District area of Putnam County, West Virginia; and,

WHEREAS, Purchaser is a'public service district, created and
authorized to transact business in accordance with the laws of
the State of West Virginia, and is engaged in providing water and
sewer services to residences and businesses in the southern
portion of Putnam County, West Virginia, pursuant to authority
granted by the Public Service Comﬁiésion of the State of West
Virginia; and

WHEREAS, Seller desires to sell, and Purchaser desires to
purchase, all of the utility assets of the Seller upon the terms

and conditions stated in this Agreement;




. it
(.

NOW, THEREFORE, subject to the terms and conditions cof this

Agreement, the parties hereto agree as follows:

ARTICLE 1

PURCHASE ANWND SALE

1.01 Properties and Assets to be Sold and Purchased. Seller

agrees to sell and deliver to Purchaser and Purchaser agrees to
purchase from Seller the following utility assets and properties
of Seller:

A. Tangible Property. All tangible property, real and
personal, comprising the assets owned by the Seller and cperated
as the System by Seller, including, but without limitation:

(1) all of the water utility distribution system;
(ii) all real estate, buildinés, plant facilities and

other structures used in connection with the
operation of the Seller.

B. Related Contractual Rights. To the extent assignable,

and subject to the terms of Section 1.03 hereof, all right, title
and interest of the Seller in, tco and under all contracts and

agreements relating exclusively to the operation of the Seller's



System including all agreements with contractors, service
agreements, equipment leases, and all other leases, contracts,

agreements, sales orders, and purchase crders.

C. Government Licenses, Permits and Approvals. To the

extent assignable, and subject to the terms of Section 1.03
hereof, all governmental licenses, franchises, permits,
approvals, and certificates of public convenience and necessity
issued to or used by Seller exclusively in the operations of the
System, including all renewals, extensions, additions,
amendments, modifications and replacements thereof.

D. Other Assets.

(1) All of the barts, supplies, inventories, fixtures,
furniture and other tangible personal property of every kind and
nature whatsoever owned by Seller and used exclusively in the
operations of the Seller's System;

(ii) All paid expenses and deferred charges, relating
exclusively to the operations of the Seller's System;
{iii) All revenues accrued but unbilled at the Effective

Date;



(iv) All right, title and intefest in, to, and under
notes, customer accounts receivable, and other receivables of
Seller arising exclusively from the operation of the System;

(v) All books and records relating exclusively to the
operations of the System, including, but not limited to, all
bocks of account, journals and lgdgers, files, correspondence,
memoranda, maps, plats, customer lists, supplier lists,
promotional materials, building and machinery diagrams, plans,
continuing property records, customer deposit list, customer
account histories, leak survey records, meter inventory and test
records and all other records maintained pursuant to requirements
of the Public Service Commission. Seller retains the right to
keep copies of all books and records transferred under this
Section 1.01.D(v);

(vi) All right, title and interest of the Seller in and
to all debts, choses in action, claims and causes of action
(whether or not contingent}, ail goodwill, trade secrets,
technology, processes, designs, patterns, privileges and
memberships and all other intangible perscnal property of like

kind and character relating exclusively to the business of the



Seller, whether evidenced in writing or not and whether
identified on the books and records of the Seller or not.

All the properties, assets, rights and interests
described in this Section 1.01 are sometimes collectively
referred to herein as the "Purchase Assets" ;nd shall be more
particularly described in the Assets List referred to in Section
4.18.A herecof.

1.02 Excluded Assets. Anything contained in this Agreement
to the contrary notwithstanding, the following rights, properties
and assets (collectively referred to herein as the "Excluded
Assets") shall not be included in the Purchase Assets.

aA. Certain Excluded Assets. All cash and prepaid expenses
not exclusively related to the operations of the System.

B. Ordinary Course of Business Dispositions. All of the

7

rights, properties and assets of the Seller which shall have been
transferred, sold or otherwise disposed of prior to the Closing
Date in transactions conducted in the ordinary course of business

or otherwise not in breach of this Agreement.

C. Properties Owned By Third Parties. Subject to the

provisions of 1.01.B., all assets, properties and rights relating



to or used in comnection with any of the Purchase Assets owned by
third parties.

D. Unrelated Assets. Assets, properties, rights and
interests which are not used or useful or intended for use in,
the operations of the System, including but not limited to all
patents, trade secrets, technology, processes, inventions,
designs, and patterns owned by Seller.

E. Tax Refunds. All claims for refunds of any taxes
(whether state, federal, foreigmn, local or other) applicable to
all periods prior to the Effective Date.

F. Tradenames, Trade Marks. All rights to the tradename
"Kanawha Orchard Public Service District™ and any reasonable
variance thereof and any trade marks, service marks or logos
associated therewith.

1.03 NMonassignable Permits, lLicenses, Leases and Contracts.

To the extent that any lease, contract, permit, approval or any
other property interest constituting a part of the Purchase
Assets is not capable of being assigned, transferred or subleased
or if such assignment, transfer or sublease or attempted

assignment, transfer or sublease would constitute a breach



thereof or a vioclation of any law, decree, order, regﬁlation or
other governmental edict, this Agreement shall not constitute an
‘assignment, transfer or sublease thereof, or an attempted
assignment, transfer or sublease therecf. A schedule of all such
leases, contracts, permits, approvals or any other property
interest has been delivered in accordance with Section 4.18.D.
hereof.

1.04 Seller to Use Reasonable Efforts. Seller will exercise

reasonable efforts, and Purchaser will cooperate with Seller, to
obtain any consents and waivers required of third parties and to
resolve any impracticalities arising in connection with the
assignments, transfers and subleases of the Purchase Assets as
contemplated hereunder and to obtain any other material consents
and waivers necessary to convey to Purchaser any of the Purchase

Asgets.

ARTICLE TT

ASSUMPTION OF LIABILITIES

2.01 Assumed Obligations. Except as otherwise provided in

this Article II, Purchaser, its successors and permitted assigns,



shall assume on the Closing Date effective from and after the
Effective Date, and thereafter will promptly and fully pay and
satisfy the following liabilities, obligations, contracts and
commitments of Seller arising exclusively from the operation of
the System or the ownership of the Purchase Assets (all such
assumed obligations are referred‘to herein as the "COperatiomal
Obligations"):

A. All liabilities and obligations arising with respect to
customer deposits in the possession or control of Seller.

B. All other liabilities, obligations, contracts or
commitments of Seller arising from the operation of the System or
the ownership of the Purchase Assets, which are listed on the
Schedule of Operational Obligations to be delivered in accordance
with Section 4.18.C., and no others.

C. In addition to Operational Obligations existing as of
the Effective Date, Purchaser shall assume on the Closing Date,
effective as of the Effective Date, all liabilities and
obligations arising from and after the Effective Date from the
operation of the System or the use, ownership or possession of

the Purchase Assets.



2.02 Excluded Obligations. Purchaser, its successors and
permitted assigns shall not assume the following specific
liabilities and obligations of Seller (the "Excluded
Obligations") :

A. Any liabilities and cobligations for persomal injury or
property damage occurring prior to theEffectiveIDate;

B. Any accumulated deferred investment tax credits or
accumulated deferred income tax liabilities of Seller;

C. Any liabilities and obligations (other than those
assumed under Sectiocn 2.01A, Section 2.01B and Section 2.01C
above), including any pending or contingent liabilities or
obligations, to employees of Seller, incurred prior to the
Effective Date;

D. Any accounts payable of Seller to any affiliated
corporation as of the Effective Date; and

E. Any liabilities arising from all litigation and claims
resulting from any act or omissioﬁ by Seller relating to the
operation of the System or the ownership of the Purchase Assets
prior to the Effective Date.

2.03 Indemnification. Purchaser hereby agrees that it will

pay and fully discharge the Operational Obligations including all



reasonable costs and expenses incurred in connection therewith
and shall indemnify and hold Seller harmless from and against all
Operational CObligations. Seller hereby agrees that it will pay

- and fully discharge the Excluded Obligations described above
including all reasonable costs and expenses incurred in
connection therewith and shall indemnify and hold Purchaser
harmiess from and against all Excluded Obligations.

2.04 Recovery of Excluded Obligatioms. Subject to the last

sentence of Section 2.03 above, Purchaser shall cooperate
reasonably with Seller, at Seller's expense, by filing and
pursuing on Seller's behalf any and all appropriate proceedings
to recover, and shall pay to Seller upon any such recovery
resulting therefrom, any Excluded Cbligations which Seller
reasonably determines it would have sought to recover through

such proceedings had Seller continued to own the Purchase Assets.

ARTICLE ITY

PURCHASE PRICE

3.01 Purchase Price.

A. Computation of Purchase Price. Purchaser shall pay

Seller One Deollar ($1.00), and assume the Seller's outstanding

indebtedness to the Farmers Home Administration (*FmHA") for

~10-



those properties and assets referred to in Article I hereof. At
the time of the execution of this Agreement on December 17, 1992,
the amount owed to the FmHA is Five Hundred Seventy-Three
| Thousand Sixteen Dollars and Sixty-Three Cents ($573,016.63).2

B. Payment of Purchase Price. At Closing, the Purchaser
shall deliver tc Seller the Purchase Price and shall execute all
necessary documents to effectuate the assumption of the
outstanding debt tco FmHA.

C. Closing. The closing shall take place within thirty
(30) days of receipt of a final non-appealable order of the
Public Service Commission of West Virginia approving such
purchase and sale, such time and date being referred to herein as
the “Effective.Date“ for purposes of the determination of the
Purchase Price and, unless this Agreement is terminated pursuant
to Article XII hereof, all transactions effected after the

Effective Date will be for the account of the Purchaser.

: Bond #1: Principal Owed as of 12/17/92 = § 52,038.50
Unpaid Interest as of 12/17/92 = 128.32

Bond #2: Principal Owed as of 12/17/92 = $518,515.84
Unpaid Interest as of 12/17/92 = 2,333.97

-11-~



ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF THE SELLER

Seller represents and warrants to Purchaser that:

4.01 Status. Seller is a public corporation, duly
organized, wvalidly existing and in good standing under the laws
of the State of West Virginia, with full power and authority to
own its properties and assets and conduct its business, and is
qualified and in good standing as a public service district in
West Virginia.

4.02 Financial Statements Previously Delivered. Seller has

furnished Purchasér with copies of the Annual Reports of the
System as of June 30, 1992, respectively filed with the Public
Service Commission of West Virginia ("PSC®"), together with
related statements of earnings for the years then ended. Such
Annual Reports have been prepared substantially in accordance

with the PSC's Uniform System of Accounts.

4.03 Financial Statements and Repoxrts To Be Delivered.

Until the Closing Date, Seller shall promptly furnish to

Purchaser unaudited balance sheets of the operations of the

-12-~



System, as of the end of each quarter in the fiscal year of
Seller ending on or prior to the Closing Date, together with
related statements of earnings for each quarter then ended. Each
of said financial statements will be prepared directly from the
books and records of Seller on a basis consistent with prior
periods, and will fairly reflect the balances from such books and
records as of the date thereof or, as the case may be, the
results of the operations for the period coveréd thereby, except
as otherwise provided therein.

4.04 Authority. Subject to regqulatory authorizations and
approvals and the provisions of Section 1.03, Seller has the full
right, power and authority to enter into and perform this
Agreement, and the consummation of the transactions contemplated
by this Agreement in accordance with its terms, and compliances
with the terms and conditions hereof and the closing of the
transactions contemplated hereby will not violate or conflict
with ahy provision of law or result in the breach or termination
of any provision of, or constitute a default under any indenture,
agreement or other instrument to which Seller is a party or by

which any of its properties and assets may be bound.

~13-



4.05 Corporate Authorization. Seller has taken all
necessary legal and corporate actions to authorize and approve
the execution, delivery and performance of this Agreement and all
transactions contemplated hereby. The execution and delivery of
this Agreement, and the performance of the transactions provided
for herein have been duly authorized and approved by the board of
the Seller and other requisite corporate action on the part of
Seller.

4.06 Material Change. Except as disclosed in a certificate

executed by a duly authorized officer of Seller delivered to
Purchaser concurrently with the execution of this Agreement
("Seller's Disclosure Schedule"}, since June 30, 1992:

A, There has been no material adverse changes in the
business, operations, assets or financial condition of the
System, nor any damage, destruction or loss materially adversely
affecting the System;

B. Except for those actions taken in compliance with this
Agreement, the business of the Seller has been conducted in
substantially the same manner in which it had been previously

conducted;

-14-



C. The Purchase Asseﬁs have not been mortgaged, pledged or
subjected to any lien or security interest, except as disclosed
in the Seller's Disclosure Schedule;

D. Except as disclosed in the Seller's Disclosure Schedule
or otherwise disclosed in writing to Purchaser, no material
liability, contractual or otherwise, has been incufred {whether
absolute, accrued, contingent or otherwise) by the Seller in
connection with the operation of the System.

4.07 Title To Property.

A, Nature of Title. The Seller's Disclosure Schedule sets
forth all liens, easements or encumbrances of any kind relating
to the Purchase Assets. At Clasing, the Seller will transfer to
Purchaser title to the Purchase Assets free and clear of any
mortgage, pledge, lien, security interest, conditional sale
agreement, encumbrance, suit, proceeding or charge of any kind,
except for the matters set forth in the Seller's Disclosure
Schedule and any'exception as may exist in the titles acquired by
the Seller.

B. Further Warranties as to Title to Real Property. As to

Purchase Assets constituting interests in real property, Seller

-15-



warrants except for the matters set forth in the Seller's
Disclosure Schedule:

(1) That it is not aware of any pending or threatened
action or proceeding which chailenges or calls intoc question
Seller's right to install, possess and maintain any existing
distribution line or any easement, right of way or permit
required for such installation, possession and maintenance.

c. Conveyance Documents. Seller agrees:

(i) That all real properties, except leasehold
estates and easements, comprising part of the Purchase Assets,
shall be conveyed by Seller to Purchaser by general warranty
deed, substantially in the form of the deed attached hereto as
Exhibit A;

(ii) That all of Seller's interests in easements for
distribution facilities used in the System shall be conveyed and
assigned by Seller to Purchaser by a deed and assignment or deeds
and assignments Substantially in the form of the deed and
assignment attached hereto as Exhibit B;

{(iii} That all of Seller's interest as lessee in

leasehold estates comprising part of the Purchase Assets shall be

-16-



conveyed and assigmed by Seller to Purchaser by deed and
assignment or deeds and assignments substantially in the form of
the deed and assignment attached hereto as Exhibit C;

{iv} That all of Seller's interest as lessor in
leases of properties comprising part of the Purchase Assets shall
be assigned by Seller to Purchaser by assignment of lease or
assignments of leases substantially in the form of the assignment
of lease attached hereto as Exhibit D;

(v) That all tangible personal property comprising
part of the Purchase Assets shall be transferred by Seller to
Purchaser by bill of sale or bills of sale substantially in the
form of the bill of sale attached hereto as Exhibit E and by
transfer of any certificate of title relating thereto;

(vi) That all intangible perscnal property comprising
part of the Purchase Assets shall be transferred by Seller to
Purchaser by assignment or assignments substantially in the form
of the assignment agreement attached hereto as Exhibit F; and,

Purchaser and Seller further agree that Purchaser shall pay
all costs and expenses incurred for (i) any examination of title

to the properties comprising the Purchase Assets (including any

-17-~
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title insurance); (ii) any surveys of the real property
comprising part of the Purchase Assets; and (iii) all fees and
taxes for the recordation of deeds, assignments, bills of sale or
other documents conveying or transferring title to any of the

Purchase Assets.

4.08 Franchises and Certificates of Public Convenience and
Necesgsity. Except as disclosed in the Seller's Disclosure
Schedule, Seller has all certificates, franchises, licenses and
other authorities as are now necessary for the conduct of the
business of the System as now conducted, and there are no
proceedings pending or, to the knowledge of Seller, threatened
that seek the revocation, cancellation, suspension or any
material adverse modification of any thereof.

4.09 Litigation. Except as disclosed in the Seller's
Disclosure Schedule:

There are no actions, suits, proceedings or administrative
investigations pending or, to the knowledge of Seller,
threatened, against Seller the outcome of which would materially
and adversely affect the Purchase Assets of the Seller, including

any actions, suits, proceedings or administrative investigations

~-18~



in connection with the conduct of the System under any federal,
state or local law relating to air or water pollution or other
envirommental protection matters or to occupational, safety or
health matters.

4.10 PBurdensome Provisions. Except as disclosed in the
Seller's Disclosure Schedule, Seller is not a party to any
agreement or instrument or subject to any charter or other
corporation restriction or any governmental restrictions, rules
or regulations which materially and adversely affect the business
cperations and assets of the System.

4.11 Compliance with Other Instruments. Except as
disclosed in the Seller's Disclosure Schedule, Seller is not in
default in the performance, cbservance or fulfillment of any of
the material obligations, covenants or conditions contained in
any contract, commitment, bond, debenture, note or other evidence
of indebtedness which would materially and adversely affect the
business operations or Purchase Assets of the System.

4.12 TInsurance. The Seller‘'s Disclosure Schedule contains
a list of the insurance policies presently in effect with respect

to the assets and business operations of the System. Seller will

~19-



keep the coverage afforded by such policies in full force and
effect through the Closing Date.

4.13 Taxes. Except for ad valorem and similar taxes, any
tax, license, franchise or registration fee, or other
governmental charge of any nature, due and payable upon or with
respect to the Purchase Assets or the business operations of the
System prior to the Cleosing Date has been or will be paid by
Seller. |

4.14 Tax Returns. Seller has duly prepared and filed {cr
will so prepare and file) any and all tax returns and reports
required by federal, state and local tax authorities, for
Seller's activities with respect to the Purchase Assets or the
business operations of the System covering periocds of Seller's
ownership of the Purchase Assets up to and through the Effective
Date.

4.15 Compliance With Laws.

A. Except for matters disclosed in the Seller's Disclosure
Schedule, the operations of the System, as presently conducted,
are in substantial compliance in all material respects with

applicable laws, orders, rules, regulaticns and ordinances of all

-20-



federal, state and local governmental, administrative and
judicial authorities and agencies ("Legal Requirements") .

B. Except for matters disclosed in the Seller's Disclosure
Schedule, Seller has not received any written notice of any claim
that the operations conducted in connection with the System
presently violate in any materia; respect any applicable zoning
or other governmental requirements (including, but without
limitation, regulations establishing quality criteria or
standards for air, water, land, waste and noise} relating Lo the

conduct of such operations of the plant, equipment and other

tangible property used in connection therewith.

4.16 Condition of Propertv. To the Seller's knowledge, all
material items of persomal property and fixtures constituting a
part of the Purchase Assets used in the normal operations of the
System have been maintained in all material respects in a state
of repair (normal wear and tear expected) which the Seller
believes to be adequate for the normal use of such items in the
ordinary conduct of the business of the System.

4.17 Fees. Seller has not incurred any obligation or

liability, contingent or otherwise, for broker's or finder's fees
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in connection with the sale of the Purchase Assets provided for
herein.

4.18 Documents To Be Delivered. Upon the execution of this

Agreement, Seller will furnish to Purchaser:

A. A list more specifically describing the Purchase Assets
{the "List of Purchase Assets"), together with a map generally
indicating the location of the water distribution lines and
easements.

B. A list specifically describing any assets of Seller
used by it exclusively in the operation of the System and which
are not a part of the Purchase Assets;

C. A schedule (including the best estimate of the dollar
amounts) of the Operational Obligations as defined in Section
2.01;

D. A schedule of all leases, contracts, permits, approvals
or any other property interest constituting a part of the
Purchase Assets which Seller hés determined, as of Effective
Date, are not or may not be capable of being assigned,

transferred or subleased as contemplated hereunder;
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4.19 Rights-of-Way. Except as set forth in the Seller's

Disclosure Schedule, to Seller's knowledge, Seller owns or
possesses all rights-of-way necessary for the conduct of the
business of the System, as now conducted, without any known
conflict with the rights of others.

4.20 Enforceability. This Agreement constitutes a legal,
valid and binding obligation of Seller, enforceable in accordance
with its terms, except as limited by bankruptcy, insolvency,
reorganization or similar laws of general applicability affecting
creditors' rights and subject to principles of equity.

4.2)1 Material Facts. No representation or warranty by

Seller in this Agreement or any statement or certificate
furnished or to be furnished toc Purchaser pursuant hereto, or in
connection with the transactions contemplated hereby, contains or
will contain any untrue statement of a material fact, or omits or
will omit to state a material fact necessary to make the
statements contained therein not misleading.

4.22 Sufficiency of Purchase Assets. The Purchase Assets

are used by Seller exclusively in the utility operations of the

System; the Purchase Assets are sufficient for, and no other
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assets, rights (contractual or otherwise) or governmental
approvals of any kind owned or used by Seller are necessary to,

the continued conduct of the Seller's utility operations.

ARTICLE V

REPRESENTATIONS AND wmizs OF PURCHASER

5.01 Corporate Status. Purchaser is a public corforation,
duly organized, validly existing and in good standing under the
laws of the State of West Virginia, with full power and authority
to own its properties and assets and to conduct its business, and
is qualified and in good standing as a public service district in
the State of West Virginia.

5.02 Aunthority. Subject to regulatory authorizations and
approvals and consents and approvals of third parties, Purchaser
has the corporate and legal power and authority to enter into and
perform this Agreement, and the consummation of the transactions
contemplated by this Agreement in accordance with its terms, and
compliance with the terms and conditions hereof and the closing
of the transactions contemplated hereby will not violate or

conflict with any provision of Article 13A of Chapter 16 of the
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West Virginia Code, or violate any law or result in the breach or

termination of any provision of, or constitute a default under
any indenture, agreement or other instrument to which Purchaser
is a party or by which any of its properties and assets may be

bound.

5.03 Corporate Authorization. Purchaser has taken all
necessary legal and corporate actions to authorize and approve
the execution, delivery and performance of this Agreement and all
transactions contemplated hereby. The execution and delivery of
this Agreement, and the performance of the transactions provided
for herein have been duly authorized and.approved by the board of
Purchaser and other requisite corporate action on the part of the
Purchaser.

5.04 Fees. Purchaser has not incurred any obligation or

liability, contingent or otherwise, for broker's or finder's fees
in connection with the purchase of the Purchase Assets provided
for herein.

5.05 Enforceability. Upon approval by the Public Service

Commission of West Virginia, this Agreement constitutes a legal,

valid and binding obligation of Purchaser, enforceable in
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accordance with its terms, except as limited by bankruptcy,
insolvency, reorganization or similar laws of general
applicability affecting creditors, rights and subject to

principles of equity.

5.06 Material Facts. No representation or warranty by
Purchaser in‘this Agreement or any statement or certificate
furnished or to bg furnished to Seller pursuant hereto, or in
connection with the transactions contemplated hereby, contains or
will contain any untrue statement of a material fact, or omits or
will omit to state a material fact necessary to make the

statements contained therein not misleading.

ARTICLE VI

COVENANTS

6.01 Seller's Obligations. Seller covenants and agrees as

follows:

A. Cénseﬁts and A@provais. Seller shall (i) in a timely,
accurate and complete manner take all necessary corporate and
other action and use all reasonable efforts to obtain all

consents, approvals, permits, licenses and amendments of
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agreements required of it to carry out the transactions
contemplated in this Agreement and (ii) provide to Purchaser such
information within its knowledge as Purchaser may require to
assist Seller and/or make such filings and prepare such
applications as may be required for the consummation by Purchaser
of the transactions contemplated by this Agreement.

B. Access to Properties and Records. Seller will afford

to Purchaser and its authorized representatives at Purchaser's
sole cost and expense, reascnable access from the date hereof
until the Cloéing Date during normal business hours to the
officers, employees, properties, and records of Seller relating
to the System and will furnish to Purchaser or such
representatives such additional financial and operating data and
other information relating to the System as may be reasonably
requested and available.

c. All Reasonable Efforts. Seller will use all reasonable

efforts to obtain the satisfaction of the conditions to closing
set forth in Article VIII hereof.

D. Business Operations. From the date of execution of

this Agreement until the Closing Date, except to the extent
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expressly permitted by this Agreement or otherwise consented to
by an instrument in writing signed by Purchaser or as described
in the Seller's Disclosure Schedule, Seller shall:

(i) Carry on the business of the System in the
ordinary course, in substantially the same manner in which it is
presently being conducted, and use all reasonable efforts to
preserve the present business organization, and preserve its
relationship with custoﬁers, suppliers and others having business
relationships with the System;

(ii) Continue the existing practices relating to
maintaining the Purchase Assets in reasonable or normal operating
condition;

(iii) Not sell, lease or dispose of, or make any
material contract for the sale, lease or disposition of, or
subject to lien other than as specifically permitted hereunder,
any material portion of the Purchase Assets other than in the
ordinary course 6f business;

(iv) Reasonably inform and consult with Purchaser
pertaining to the conduct of business in the ordinary course by

Seller with respect to the System, which may substantially and
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materially affect the operation of such business by Purchaser
upon the transfer of the Purchase Assets as contemplated
hereunder, including, but without limitation, the conduct. or
settlement of all proceedings before the PSC.

(v) To the extent within the control of Seller,
refrain from doing any act or omitting to do any act which will
cause a material breach of any material contract or material
permit, authorization, certificate, license or order ("Material
Permits") held by Seller with respect to the System or which
would cause any of the representations and warranties of Seller
contained herein not to be true and correct in any material
respect if such representations and warranties were made
immediately after such act or failure to act;

(vi) To the extent within the control of Seller, use
reasonable efforts to maintain all Material Permits held by
Seller with respect to the System;

(vii) Use reasonable efforts to comply in all
material respects with all Legal Requirements applicable to the

System;
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(viii) Unless otherwise required by applicable Legal
Requirements, maintain with respect to the System' books of
account and records in the usual, regular and ordinary manner and
consistent with past practices;

(ix) Except as required by applicable Legal
Requirements, not enter into any material contract relating to
the System other than in the ordinary course of business; and

{x) Not knowingly acknowledge the validity of any
material claim asserted against Seller by a third party adverse
-to the interests of the System unless required by applicable
lLegal Requirements or unless the Seller determines (in the
exercise of its sole, but reasonable judgment) either that to so
acknowledge would be in the best interests of the System or that
not to so acknowledge would realistically expose the Seller to
claims for punitive or similar damages.

E. Material Change. If, at any time prior to Closing,
Seller shall become aware of the occurrence of any adverse change
in, or any event (other than one generally known to the public or
to those in the water utility industry and other than general

economic conditions) which is likely to have a material adverse
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effect on the operations of the System; Seller shall pfomptly
advise Purchaser of such change or event.

§.02 Purchaser's Obligations. Purchaser covenants And
agrees as follows:

A. Consents and Approvals. Purchaser shall take all
necessary corporate and other action and use all reasonable
efforts to obtain all consents, approvals, permits, licenses and
amendments of agreements required of it to carry out the
transactions contemplated in this Agreement.

B. Governmental Approvals. Purchaser shall:

(i) in a timely, accurate and complete manner make
such filings with and prepare such applications to any
governmental agency whose approval or consent is required for the
consummation by Purchaser of the transactions contemplated by
this Agreement, and

(ii) provide to Seller such information within its
knowledge as Seller may require to assist Purchaser and/or make
such filings and prepare such applications as may be required for
the consummation by Seller of the transactions contemplated by

this Agreement.
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C. All Reasonable Efforts. Purchaser will use all

reasonable efforts to obtain the satisfaction of the conditions
to closing set forth in Article VIII hereof.

6.03 Joint Obligations. Purchaser and Seller mutually
covenant and agree with each other as follows:

A. Accounts Receivable. A_list of all accounts receivable
relating to the operations of the System after the write-off of
uncollectible accounts will be prepared by the parties and
delivered by the parties at the Closing. Such list shall set
forth the name and the amount owed by each account debtor. No
earlier than sixty (60) days and not later than ninety {90) days
after the Closing; Purchaser shall cause any of such accounts,
except for accounts paid on installment or plan pursuant to Rule

4.08 of the Rules and Requlations for the Government of Water

Utilities of the Public Service Commission, which have not been
collected, to be reassigned to Seller without recourse and Seller
shall within five (5) business days thereafter remit to Purchaser
a sum equal to the aggregate dollar amount of the accounts
receivable so uncollected and reassigned provided, however, that

in the event Purchaser shall have on such date collected an
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aggregate amount of accounts receivable in excess of the
aggregate amount of the accounts owing as reflected on such list,
purchaser shall concurrently with the reassignment of the
uncollected accounts remit the amount of any such excess to
geller and Seller shall not have any obligation to make any
remittance to Purchaser with respect to the uncollected accounts

so reassigned.

ARTICLE VII

OTHER ACTIONS PENDING THE CLOSING

7.01 Reasonable Efforts; Regulatoxy Approvals. The parties

agree to use reasonable efforts in good faith to accomplish the
following prior to or simultaneously with the Closing hereunder;
and the parties each agree to assist the other to that end by
each furnishing the other with appropriate information, by
joining with the other in applications to regulatory authorities
and diligently prosecuting the same, and to.cooperate one with
the other in such other ways as-may be reasonable and
appropriate. Seller and Purchaser each agrees as to itself that

it will undertake all reasonable efforts in good faith to
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accomplish the satisfaction of and compliance with the conditions
to Closing set forth in this Agreement and to consummate the
transactions contemplated hereunder in_a timely and prudent
manner.

A. Authorities to Seller from the PSC. Seller will make

(either separately or jointly wi;h Purchaser) such application or
applications to the PSC as may be necessary to authorize (i) the
transfer of the Purchase Assets to Purchaser in accordance with
the terms of this Agreement, and (ii) such other matters relating
to this Agreement and the transactions contemplated hereby as may
be required by law or as Seller may deem appropriate.

B. Authcrities to Purchaser from the PSC. Purchaser will

make such application or applications (which may include joint
application with Seller) to the PSC as may be necessary to
authorize (i) the ownership and operation of the Purchase Assets
by Purchaser, including, if applicable, any certificate or
certificates of public convenience, and (ii) such other matters
relating to this Agreement and transactions contemplated hereby

as may be required by law or as Purchaser may deem appropriate.
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7.02 Third-Party Comnseants. Seller and Purchaser will each

seek all respective approvals or consents of third parties
necessary to effect the transfers by Seller to Purchaser and the
consummation of the transaction provided for herein.

7.03 Unacceptable Conditions. In the event such
authorizations related to this Agreement shall contain any
condition or requirement that is unacceptable to Seller or
Purchaser, in either Seller's or Purchaser's sole but reasonable
judgment, then either Seller or Purchaser shall have the right,
at its expense, to seek administrative or judicial rehearing or
review of such unacceptable authorizations. Should either Seller
or Purchaser elect to seek such administrative or judicial
rehearing or review, then Purchaser and Seller will diligently
pursue such rehearing or review and will cooperate with each
other in connection with such rehearing or review. As provided
in Section 12.01.B. and C., this Agreement may be terminated by
either Seller or'Purchaser if, following such review or
rehearing, the Final Regulatory Order(s) (as hereinafter defined)
contain any condition or requirement unacceptable to the Seller

or Purchaser.
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ARTTICLE VIII

CONDITIONS PRECEDENT

8.01 Conditions Precedent to Obligations of Seller and

Purchaser. The respective obligations of Seller and Purchaser
under this Agreement to consummate the transactions contemplated
hereby are subject to satisfaction of the following:

A. All final approvals, orders and authorizations, which
shall no longer be subject to any appellate review ("Final
Regulatory Order(s)") referred to in Sections 7.01A. and 7.01B.
hereof, as may be required in connection with the transactions
herein contemplated, shall have been duly obtained and shall not
contain any condition or requirement unacceptable to eithgf”
Seller or Purchaser;

BE. The Final Requlatory Order(s) shall contain no condition
or requirement unacceptable to either Seller or Purchaser.

B.02 Conditions Precedent to Obligations of Purchaser. In
addition to the provisions of Section 8.01 above, the obligation
of Purchaser under this Agreement to consummate the transactions

contemplated hereby is subject to the satisfaction on or prior to
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the Closing Date of the following conditions, any one or more of
which may be waived in writing, in whole or in part, by
Purchaser:

A. Accuracy of Representations and Warranties of Seller,

Compliance With Covemants. The representations and warranties of
Seller set forth in Article IV hereof shall be true and correct
in all material respects as of the date when made and as of the
Closing Date, as though made at thét time, except to the extent
necessary to reflect the consummation of the transactions
provided for herein and as otherwise permitted hereby. Seller
shall have performed or complied in all material respects with
all covenants and conditions required by this Agreement to be
performed by it prior to or on the Closing Date.

B. Consents and Approvals. Any and all orders, permits,
licenses, qualifications, authorizations or approvals from
governmental authorities and any and all material comnsents of
third persons referred to in Article VII hereof required for the
closing of the transactions contemplatedrby this Agreement shall
have been obtained except as expressly otherwise provided herein.

In such regard, any approvals required for the assignment and
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transfer by Seller to Purchaser of all franchises of the System
shall be deemed to be material consents.

C. Delivery of Documents. There shall have been delivered

to Purchaser by Seller such documents as are described in Section
9.01 hereof and required thereunder to be delivered to Purchaser
on the Closing Date.

8.03 Conditions Precedent to Obligations of Seller. 1In

addition to the provisions of Section 8.01 above, the obligation
of Seller under this Agreement to consummate the transactions
contemplated hereby is subject to the satisfaction on or prior to
the Closing Date of the following conditions, any one or more of
which may be waived in writing, in whole or in part, by Seller:

A. Accuracy of Representations and Warranties, Compliance

with Covenants. The representations and warranties of Purchaser
set forth in Articlé V hereof shall be true and correct in all
material respects as of the date when made and as of the Closing
Date as though made at that time, except to the extent necessary
to reflect the consummation of the transactions provided for
herein and as otherwise permitted hereby. Purchaser shall have

performed or complied in all material respects with all covenants
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and conditions required by this Agreement to be performed by it
prior to or on the Closing Date.

B. Consents and Approvals: Any and all orders, permits,
licenses, qualifications, authorizations or approvals from
governmental authorities and any and all material consents of
third parties reference in Artic;e VII hereof required for the
closing of the transactions contemplated by this’Agreement shall
have been obtained, except as expressly otherwise provided
herein.

C. Délive;z of Documents. There shall have been delivered
to Seller by Purchaser such documents as are described in Section
9.02 hereof and required thereunder to be delivered to Seller on
the Closing Date, which documents shall be reasonably

satisfactory to James W. Withrow, counsel for Seller.

ARTICLE IX

DOCUMENTS TO BE DELIVERED AT THE CLOSING

9.01 By Seller. Seller agrees to deliver to Purchaser on

the Closing Date the following:
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A. Bills of Sale, Deeds, Assignments and Tramsfers. Good

and sufficient bills of sale, general warranty deeds, assignments
and such other instruments of transfer as shall be necessary to
assign and transfer to and vest title to the Purchase Assets in
Purchaser, free of all liens and encumbrances all as described in
Section 4.07.

B. Consents to Assigaments. All material consents of third
parties which are necessary to effect the transfer by Seller of
the Purchase Assets and to consummate effectively the
transactions contemplated by this Agreement, in form and
substance reasonably satisfactory to counsel for Purchaser,
unless waived in writing by Purchaser and except as otherwise
provided herein.

¢. Officer's Certificate. Certificate of the Chairman of
the Seller, dated the Closing Date, certifying that the
conditions precedent set forth in Section 8.02.A. hereof have
been fulfilled.

D. Certificate of Secretarial O0fficer. Certificate of the

Secretary of Seller dated the Closing Date with respect to the
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incumbency of corporate officers and their signatures, corporate
standing, and the corporate resolutions contemplated hereby.
E. Other Documents. Such other documents as shall be

reasonably required by Purchaser and its counsel.

9.02 By Purchaser. Purchaser agrees to deliver to Seller

on the Closing Date the following:

A. Payment of Purchase Price. The payment of Purchase

Price, as provided in Secticn 3.01.B hereof.

B. Officer's Certificate. Certificate of the Chairman of

Purchaser dated the Closing Date certifying that the conditions

precedent set forth in Section 8.03.A hereof have been fulfilled.

C. Certificate of Secretarial Officer. Certificate of the

Secretary dated the Closing Date with respect to the incumbency
of corporate officers and their signatures, corporate standing,

and the corporate resolutions contemplated hereby.
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ARTICLE X

TEE CLOSING

10.01 Closing. The closing of the purchase and sale
provided for hereunder (the "Closing") shall take place following
the satisfaction of the conditions precedent set out in Article
VIII at such time and place as shall be mutually agreed to by the
parties. The date on which the Closing takes place is referred

to herein as the "Closing Date™".

“ld D



ARTICLE XI

INDEMNIFICATION

11.01 Indemnification.

A. Purchaser shall indemnify and hold harmless Seller from
and against any costs and damages sustained by Seller as a result
of any material inaccuracy of any representation or any breach of
any covenant, warranty, or agreement with respect to which
Purchaser is liable after the Closing.

B, Seller shall indemnify and hold harmless Purchaser from
and against any costs and damages sustained by Purchaser as a
result of any material inaccuracy of any representation or any
breach of any covenant, warranty, or agreement with respect to

which Seller is liable after the Closing.

ARTICLE XIT

TERMINATION

12.01 Termination. This Agreement is subject to

termination upon the following conditions:
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A. Adverse Government/Regulatory Action. This Agreement

shall terminate and be of no further force and effect in the
event of (i) the entry of a Final Regulatory Order(s) of the PSC
disapproving or denying any application or request for approval
or authorization described in Section 7.01.A or.Section 7.01.B
hereof, filed or made by or on bghalf of the parties hereto in
connection with the transfer, assignment and conveyance
contemplated hereunder of the Purchase Assets, or any material
part thereof; (ii) independent actions by third parties which
render performaqge of this Agreement illegal or impossible in any
fundamental respect; the actions by third parties described in
this clause (ii) include but are not limited to.legislative,
executive or other governmental actions; or (iii) mutual
agreement of the boards of directors and commissioners of Seller
and Purchaser.

B. Termination by Seller. This Agreement may be terminated

by Seller, at its option, in the following circumstances:
(i) 1If Purchaser fails to perform any material condition
or term of this Agreement required to be performed by it prior to

or at the Closing and such failure shall not be waived in writing
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by Seller or shall not have been cured to the satisfaction of
Seller within the period of time, if any, provided by Seller for
the cure therecf; and,

(ii) If the Final Regulatory Orders shall contain any
condition or requirement unacceptable to Seller.

C. Termination by Purchaser. This Agreement may be

terminated by Purchaser, at its option, in the following
circumstances:

(i) 1If Seller fails to perform any material condition or
term of this Agreement required to be performed by it prior to or
at the Closing and such failure shall not be waived in writing by
the Purchaser or shall not have been cured to the satisfaction of
purchaser within the period of time, if any, provided by
Purchaser for the cure thereof;

(ii) If the Final Regulatory Orders shall contain any
condition or requirement unacceptable to Purchaser; and

{(iii) If ahy nonassignable contract or any nonassignable
govermment licenses, permits and approvals identified under

Section 1.01.B, either individually or in the aggregate,
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materially threaten the successful economic or practical
operation of the business of the System by Purchaser.

D. Liability on Termination. 1In the event of the
termination of this Agreement pursuant to the terms and
provisions hereof, no party hereto will have any liability
hereunder of any nature whatever to any other party hereto

including any liability for damages.

ARTICLE XITT

MISCELLANEOUS PROVISIONS

13.01 Determination of Regulatory Proceedings, Etc. In the

event of an adverse or unfavorable determination by any
governmental regulatory authority relating to any of the
transactions contemplated under this Agreement, or should any of
the transactions hereunder be challenged or opposed by any
administrative or legal proceedings, the determination of whether
and to what extent to seek appeal or review, administrative or
otherwise, or to contest such challenge or opposition or other

appropriate remedies shall be made by mutual agreement of the
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parties hereto, and in the absence of such agreement, by the
party making the application.

13.02 Waiver. Any terms or provisions of this Agreement
may be waived in writing at any time by the party which is
entitled‘to the benefits thereof. The failure of either party at
any time or times to require performance of any provision hereof
shall in no manner affect such party's right at a later time to
enforce the same. No waiver by any party of a condition or of
the breach of any term, covenant, representation or warranty
contained in this Agreement, whether by conduct or otherwise, in
any one or more instances shall be deemed to be or construed as a
further or continuing waiver of any such condition or breach or a
waiver of any other condition or of the breach of any other term,

covenant, representation or warranty of this Agreement.

13.03 Notices. All notices, requests, demands or other
communications required, permitted or desired to be given
hereunder shall be deemed to have been duly given if delivered in
writing by hand delivery or mailed by certified mail and shall be

addressed as follows:
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IF TO SELLER:

AUBREY COOK
CHATRMAN
KANAWHA ORCHARD PUBLIC SERVICE DISTRICT

IF TO PURCHASER:

CALVIN HATFIELD

CHAIRMAN _

SOUTH PUTNAM PUBLIC SERVICE DISTRICT
POST OFFICE BOX 147 '

SCOTT DEPOT, WEST VIRGINIA 25560

WITH A COPY TO:

ROBERT R. RODECKER, ESQUIRE
McDONALD & RODECKER

POST OFFICE BOX 2151

CHARLESTON, WEST VIRGINIA 25328

13.04 Further Assurances. FEach of the parties hereto
hereby agrees that after the Closing Date, it will from time to
time, upon request of the other party hereto, take or cause to be
taken by other parties (including without limitation their
respective independent auditors) such further action as the other
may reasonably request to carry out the transfers of assets,
assumption of liabilities and other transactions contemplated by

this Agreement including assistance that may be needed by either
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of them in connection with the preparation of financial
statements, regqulatory findings and other similar requirements.
13.05 Expenses. Each of the parties hereto shall pay all
costs and expenses incurred or to be incurred by it in connection
with the negotiations respecting this Agreement and the
transactions contemplated hereunder, including preparation of
documents, obtaining any necessary regulatory approvals and the
consummation of the other transactions contemplated hereby.

13.06 Passage of Title and Risk of Loss. Legal title,

equitable title and risk of loss with respect to the Purchase
Assets will not pass to Purchaser until such Purchase Assets are
transferred to Purchaser at the Closing.

13.07 Ad Valorem and Similar Taxes. Ad valorem, property
and similar taxes and assessments, based upon or measured by the
value of the Purchase Assets payable in the fiscal year (July 1
to June 30) in which the Closing occurs, shall be divided or
prorated on a calendar year basis as of the Effective Date
between Seller and the Purchaser. In this regard, Seller shall
assume responsibility for any applicable taxes attributable to

the period of time prior to the Closing and Purchaser as a public
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corporation shall have no responsibility for the period of time
thereafter.

13.08 Parties in Interest. Except as otherwise provided

herein, nothing in this Agreement is intended to confer any
rights or remedies under or by reason of this Agreement on any
persons other than the parties to it and their respective
successors and assigns, nor is anything in this Agreement
intended to relieve or discharge the obligations or liability of
any third person or give any third person any right of
subrogation or action over or against party to this Agreement.

13.09 Basis of Preparation. All financial data prepared
pursuant hereto or included herein shall be prepared in
accordance with generally accepted accounting principles
consistently applied by the Seller.

13.10 Execution and Counterparts. This Agreement may be

executed in any number of counterparts, each and all of which
shall be deemed for all purposes to be one agreement.

13.11 Benefit of Agreement. This Agreement is binding upon
and shall inure to the benefit of Seller and Purchaser, their

respective successors and assigns, provided, however, that this
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Agreement or any part thereof, is not assignable, directly or
indirectly, without the prior written consent of the other party.

13.12 Entire Agreement. This Agreement contains the entire
agreement between the parties hereto with respect to the
transactions contemplated herein.

13.13 Amendments. At any time prior to the Closing Date,
this Agreement may be amended or meodified iﬁ any respect by any
agreement in writing duly executed in the same manner as this

Agreement by the authorized officers of the parties.

13.14 Governing Law. This Agreement shall be governed by
and construed in accordance with the internal laws of the State
of West Virginia.

13.15 Headings. The headings and captions in this
Agreement are intended solely for convenience of reference and
shall be given no effect in the comstruction or interpretation of
this Agreement.

13.16 U.S. Dollars. All references herein to monetary

amounts shall be deemed to refer to U.S. Dollars.
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13.17 Singular and Plural. Unless the context of this
Agreement otherwise clearly requires, references to the plural

include the singular and the singular includes the plural.

IN WITNESS WHEREOF, the undersigned have executed this
Agreement ag cof the date first above written.

KANAWHA ORCHARD PUBLIC SERVICE DISTRICT,
a public corporation,.

Its Chéifman

Date: 1'75/’77

SOUTH PUTNAM PUBLIC SERVICE
DISTRICT, a public corporation,

- Tume 157 (??‘?2
Becember—37——158

Date:

STATE OF WEST VIRGINIA
COUNTY OF PUTNAM, TO-WIT:
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I, gﬁrmes E. Thevan s , a4 Notary Public in and for

er
the County and State aforesaid, do hereby certify that &eﬁi—ﬁ
Rand s/pA '

-Qook, Chairman of Kanawha Orchard Public Service District, whose
name is signed to the foregoing and hereto annex Agreement,

, \Sth Mine  eme _
bearing date the t7th day of Becember, 19592, as Chairman of
Kanawha Orchard Public Service District, acknowledges the same
before me in my said County to be the act and deed of said
political subdivision.

15 +h

un 14T
Given under my hand this +7th day of Eéceﬂtger, —1-99-2e‘

My commission expires “ec_e_mbe;.-ﬂ, My« Q00 7

U 1,“”‘3 ” ai _h ' OFFICIAL SEAL Eh
'» N NOTARY PUBLIC
' 2 it
STATE OF WEST VIRGINIA § £3 STATE P wESTURGA 3
COUNTY OF PUINAM, TO-WIT: € , 260 FORREST RD. }
“' & HURRICANE, WV 25523‘ m‘i
prr— = { e Wy Commisator 1 Explres Dacember 24,
I, D hweEs E. ﬂaij 1 . 1c in and for

the County and State aforesaid, do hereby certify that %—:‘g (.%FI
Hatfield, Chairman of South Putna.rﬁ Public Service District, whose

name is signed to the foregoing and hereto annex Agreement,

bearing date the—:\I.—.i;?-::—-]‘.“;1 day of -nge%ger, }:;;2]:? as Chairman of the

South Putnam Public Service District, acknowledges the same
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before me in my said County to be the act and deed of said

political subdivision.

‘ , \&vh June \ SRS
Given under my hand this 17tk day of -December, -1992=

Decewrben A4 2007

My commission expires

..... : ‘
NGTARY FUBLIC i

STATE OF WEST VIRGINIA

JAMES E. THOMAS
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EXHIBIT

EXHIBIT

EXHIBIT

EXHIBIT

EXHIBIT

EXHIBIT

EXHIBITS TO PURCHASE AND SALE AGREEMENT

General Warranty Deed from Kanawha Orchard to South
Putnam transferring all real properties, except
leagsehold estates and easements, comprising part of

the Purchase Assets.

Deed and Assignment (Leases) transferring

Kanawha

Orchard's interests in easements for distribution
facilities used in the System shall to South Putnam.

Deed and Assignment (Leases) transferring
Orchard's interest as lessee in leasehold
comprising part of the Purchase Assets to
Putnam.

Deed and Assignment (Leases) transferring
Orchard's interest as lessor in leases of
comprising part of the Purchase Assets to
Putnam.

Kanawha
estates
South

Kanawha
properties
South

Bill of Sale transferring all tangible personal
property of Kanawha Orchard comprising part of the

Purchase Assets to South Putnam.

Assignment Agreement (Intangibles)} transferring
Kanawha Orchard's intangible personal property

comprising part of the Purchase Assets to
Putnam

~55-
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KANAWHA ORCHARD PUBLIC SERVICE DISTRICT

Sale of Assets to South Putnam Public Service District

CONFIRMATORY RESOLUTION

WHEREAS, the Public Service Board (the "Board"} of Kanawha Orchard
Public Service District (the "District"), has duly and officially adopted a resolution, effective
April 16, 1992 (the "Resolution"), approving the sale of all assets of the District to South
Putnam Public Service District ("South Putnam"), and the execution of all documents related
to such sale;

WHEREAS, the Board has previously entered into an asset purchase
agreement whereby it agreed to sell the assets of the District to South Putnam,;

WHEREAS, the aforementioned sale of assets has been approved by the
Public Service Commission of West Virginia; and

WHEREAS, the Board now deems it desirable to confirm and ratify the sale
of the assets of the District to South Putnam and the execution of all documents and the taking
of all actions necessary to complete said sale.

NOW THEREFORE, the Board hereby resolves as follows:

1. All assets of the District are to be sold to South Putnam pursuant to
the terms of the Asset Purchase Agreement previously executed by the parties.

2. All actions taken by all parties to this transaction are hereby ratified,
confirmed and approved.

3. The officers of the Board are hereby authorized to execute any and
all documents and take all necessary actions to complete the aforementioned sale of assets.

CH324323.1




4, This Confirmatory Resolution shall be effective immediately
following adoption hereof.

Adopted this 15th day of June, 1999.

KANAWHA ORCHARD PUBLIC
SERVICE DISTRICT

AV N AP

Member- -

e ber

CH324323.1




CERTIFICATION

Certified a true copy of a Confirmatory Resolution duly adopted by the Public
Service Board of KANAWHA ORCHARD PUBLIC SERVICE DISTRICT on the 15th day

of June, 1999.

Dated: June 16, 1999.

e ) il e

Secretary

06/15/99
847280798003

CH324323.1
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SOUTH PUTNAM PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 1999 A and Series 1999 B
(West Virginia Water Development Authority)

ACCEPTANCE OF DUTIES AS DEPOSITORY BANK

Putnam County Bank, a state banking corporation, in Hurricane, West
Virginia, hereby accepts appointment as Depository Bank in connection with a Bond
Resolution of South Putnam Public Service District (the "Tssuer™}, adopted June 15, 1999,
and a Supplemental Resolution of the Issuer adopted June 15, 1999 (collectively, the "Bond
Legislation"), authorizing issuance of the Issuer's Water Revenue Bonds, Series 1999 A and
Series 1999 B (West Virginia Water Development Authority), both dated June 16, 1999, in
the respective principal amounts of $6,440,000 and $5,425,000 (collectively, the "Bonds "y,
and agrees to serve as Depository Bank in connection with the Bonds, all as set forth in the
Bond Legislation.

WITNESS my signature this 16th day of June, 1999,

PUTNAM COUNTY BANK

e
DR 2

Its Pregident

06/14/99
847280798003

CH323847.1
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SQUTH PUTNAM PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 1999 A and Series 1999 B
(West Virginia Water Development Authority)

ACCEPTANCE OF DUTIES AS REGISTRAR

ONE VALLEY BANK, NATIONAL ASSOCIATION, a national banking
association, in Charleston, West Virginia, hereby accepts appointment as Registrar in
connection with the South Putnam Public Service District Water Revenue Bonds,
Series 1999 A and Series 1999 B (West Virginia Water Development Authority), each dated
June 16, 1999, in the respective principal amounts of $6,440,000 and $5,425,000
(collectively, the "Bonds"), and agrees to perform all duties of Registrar in connection with
such Bonds, all as set forth in the Bond Legislation authorizing issuance of the Bonds.

WITNESS my signature on this 16th day of June, 19995.

ONE VALLEY BANK, NATIONAL
ASSOCIATION

%M/@M

Assistant Vice President

06/12/99
847280/98003

CH323848.1
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SOUTH PUTNAM PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 1999 A and Series 1999 B
(West Virginia Water Development Authority)

CERTIFICATE OF REGISTRATION OF SERIES 1999 A
AND SERIES 1999 B BONDS

ONE VALLEY BANK, NATIONAL ASSOCIATION, a national banking
association, in Charleston, West Virginia, as Registrar under the Bond Legislation and
Registrar's Agreement providing for the above-captioned bonds of South Putnam Public
Service District (the "[ssuer”), hereby certifies that on the day hereof, the single, fully
registered South Putnam Public Service District Water Revenue Bond, Series 1999 A
(West Virginia Water Development Authority), of the Issuer, dated June 16, 1999, in the
principal amount of $6,440,000, numbered AR-1 and the single, fully registered South
Putnam Public Service District Water Revenue Bond, Series 1999 B (West Virginia Water
Development Authority), in the principal amount of $5,425,000, numbered BR-1, were
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 One Valley Bank, National Association, as Registrar.

WITNESS my signature on this 16th day of June, 1999.

ONE VALLEY BANK, NATIONAL
ASSOCIATION

%/ﬁa&w

Assistant Vice President

06/14/99
847280/98003

CH323882.1
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REGISTRAR'S AGREEMENT

THIS REGISTRAR'S AGREEMENT, dated as of the 16th day of June,

- 1999, by and between SOUTH PUTNAM PUBLIC SERVICE DISTRICT, a public

corporation and political subdivision of the State of West Virginia (the "Issuer”), and ONE

VALLEY BANK, NATIONAL ASSOCIATION, a national banking association (the
"Registrar").

WHEREAS, the Issuer has, contemporaneously with the execution hereof,
issued and sold its $6,440,000 Water Revenue Bonds, Series 1999 A (West Virginia Water
Development Authority) and $5,425,000 Water Revenue Bonds, Series 1999 B (West
Virginia Water Development Authority), both in fully registered form (collectively, the
"Bonds"), pursuant to a Bond Resolution of the Issuer adopted June 15, 1999, and a
Supplemental Resolution of the Issuer adopted June 15, 1999 (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 Legistation provides for an appointment by the Issuer
of a Registrar for the Bonds; and

WHEREAS, the Issuer desires to appoint, and by the Bond Leféisiation and
this Registrar's Agreement does appoint, the Registrar to act as Registrar under the Bond
Legislation and to take certain other actions hereinafter set forth;

NOW, THEREFORE, it is agreed by and between the parties hereto as
follows:

1. Upon the execution of this Registrar’'s Agreement by the Issuer and
the Registrar and during the term hereof, the Registrar does accept and shall have and carry
out 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 exclusion of interest on the Bonds from

CH323886.1




gross income for federal income tax purposes, in accordance with any rules and regulations
promulgated 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 Registrar agrees to furnish the Issuer with appropriate records
of all transactions carried out by it as Registrar and to furnish the Issuer with the names and
specimen signatures of the Registrar's authorized officers for the purposes of acting as the
Registrar and with such other information and reports as the Issuer may from time to time
reasonably require.

3. The Registrar shall have no responsibility or liability for any action
taken by it at the specific direction of the Issuer.

4 As compensation for acting as Registrar pursuant to this Registrar's
Agreement, the Issuer hereby agrees to pay to the Registrar the compensation for services
rendered as provided in the annexed schedule and reimbursement for reasonable expenses
incurred in connection therewith.

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: South Putnam Public Service District
P.O. Box 147
Scott Depot, West Virginia 25560
Attention: Chairman

CH323886.1




REGISTRAR: One Valley Bank, National Association
Post Office Box 1793
One Valley Square
Charleston, West Virginia 25326
Attention: Corporate Trust Department

8. The Registrar is hereby requested and authorized to authenticate and
deliver the Bonds in accordance with the Bond Legislation.

IN WITNESS WHEREOF, SOUTH PUTNAM PUBLIC SERVICE
DISTRICT and ONE VALLEY BANK, NATIONAL ASSOCIATION, 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 written above.

SOUTH PUTNAM PUBLIC SERVICE

DISTRICT
LA G
Chairman //

ONE VALLEY BANK, NATIiONAL

ASSOCIATION

c

Assistant Vice President / / .

06/14/99
847280/93003
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EXHIBIT A

Bond Legislation included in transcript as Documents No. 1 and 2
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SCHEDULE OF COMPENSATION
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June 16, 1999

South Putnam Public Service District
Water Revenue Bonds, Series 1999 A and Series 1999 B

(West Virginia Water Development Authority)

TO WHOM IT MAY CONCERN:

The undersigned PRESIDENT of the Putnam County Bank, the present holder of the Series
1997 Note, as hereinafter defined, (i) hereby consents to the issuance of the Water Revenue Bonds,
Series 1999 A and Series 1999 B (the "Series 1999 Bonds"), by South Putnam Public Service District (the
"Issuer"), in the original aggregate principal amount of $$6,440,000 and $5,425,000, respectively, under
the terms of the resofution authorizing the Series 1999 Bonds (the "Series 1999 Resolution"), senior and
prior, as to liens, pledge and source of and security for payment, and in all respects, the Issuer's Water
System Note, Series 1997, dated October 30, 1997, issued in the original aggregate principal amount of
not to exceed $250,000 (the "Series 1997 Note"); (ii) hereby waives any requirements imposed by the
Series 1997 Note and the resolutions authorizing the Series 1997 Note, if any (the "Prior Resolution"),
regarding the issuance of senior bonds which are not met by the Series 1999 Bonds; and (iti) hereby
consents to any amendments made to the Prior Resolution and other documents related to the Series 1997
Note, if any, by the Series 1999 Resolution.

PUTNAM COUNTY BANK

§,>( 6 Q/JZBH. f?)‘j’j.{'flix_:s—“/"/

President J

06/14/99
847280/98003
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