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SHADY SPRING PUBLIC SERVICE DISTRICT
(RUS)

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION  OF CERTAIN  EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS TO
THE EXISTING PUBLIC SEWERAGE FACILITIES OF
SHADY SPRING PUBLIC SERVICE DISTRICT AND THE
FINANCING OF THE COST, NOT OTHERWISE
PROVIDED, THEREOF, THROUGH THE ISSUANCE BY
THE DISTRICT OF $179,000 IN AGGREGATE PRINCIPAL
AMOUNT OF SHADY SPRING PUBLIC SERVICE
DISTRICT SEWERAGE SYSTEM REVENUE BONDS,
SERIES 1997B AND THE SALE THEREOF TO THE

" UNITED STATES DEPARTMENT OF AGRICULTURE,
RURAL UTILITIES SERVICE; PROVIDING FOR THE
RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SUCH BONDS; PROVIDING
FOR THE TERMS AND PROVISIONS OF SUCH BONDS
AND ADOPTING OTHER PROVISIONS RELATING
THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

ARTICLE[
STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1.01. Authority for this Resolution. This Resolution is adopted

pursuant to the provisions of the Act and other applicable provisions of law.

Section 1.02. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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



"Additional Bonds” means additional bonds issued under the provisions and
within the limitations prescribed by Section 6.06.

“ARC” means the Appalachian Regional Commission and any successor to the
functions of the ARC

“ARC Grant” means the grant from ARC in the amount of $715,200.
"Bank” means the bank to be set forth in a resolution supplemental hereto.

"Board" means the public service board of the Issuer and shall include the
membership of the Board as may hereafter be duly constituted as the legal successors to the
present membership or any other authority vested with and authorized to exercise the powers
of the Issuer. '

"Bond" or "Bonds" means the Shady Spring Public Service District Sewerage
System Revenue Bond, Series 1997B, originally authorized hereby, and any pari passu
additional bends hereafter issued within the terms, restrictions and conditions contained in
this Resolution.

"Bondholders” "Holder of the Bonds," "Holder," "Registered Owner," "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 Register" means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter defined for the registration and transfer of
the Bonds.

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

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

"Certificate of Authentication and Registration" means the certificate of
authentication and registration on the Bond in substantially the form set forth in the bond
form contained herein.

"Chairman" means the Chairman of the Govemning Body of the Issuer.
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"Closing Date" means the date upon which there is an exchange of the Bond
for a portion of the proceeds representing the purchase of the Bond by the Authority.

"Code" means the Internal Revenue Code of 1986, as amended, including the
rules and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Construction Trust Fund" means the Bond Construction Trust Fund therein
established by Section 5.01(3).

"Consulting Engineers” means L. A. Gates Company, Beckley, West Virginia,
or any engineer or firm of engineers of reputation for skill and experience with respect to the
design and construction of sewerage systems or facilities that shall at any time hereafter be
retained by the Issuer as Consulting Engineers for the System,

- "Costs" or "Costs of the Project” or any similar phrase means those costs
described in Section 1.04F hereof to be a part of the cost of construction and acquisition of
the Project.

"Debt Service" means the scheduled amount of interest and amortization of
principal payable on the Series 1957B Bond, as hereinafter defined, during the period of
computation, excluding amounts scheduled during such period which relate to principal
which has been retired before the beginning of such period.

"DEP" means the West Virginia Division of Environmental Protection, a
division of the West Virginia Bureau of Environment.

"Depository Bank" means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinafter defined, which Depository Bank shall be named in the Supplemental Resolution,
and any successor thereto.

“Event of Default” means any event or occurrence specified in Section 9.01.

"Excess Investment Eamings" means an amount equal to the sum of:



(A) The excess of

(1)  The aggregate amount eamed from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Bonds are invested
[other than amounts attributable to an excess described in this clause (A) of
this definition of Excess Investment Earnings], over

(i)  The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Eamings]
had been equal to the Yield on the Bond, plus

(B)  Any income attributable to the excess described in clause (A) of this
definition of Excess Investment Earnings.

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

"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 is now or may 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, including (i) such obligations which have been stripped from their unmatured
interest coupons, interest coupons stripped from such obligations and receipts or certificates
evidencing payments from such obligations or interest coupons stripped from such
obligations, (it) evidences of ownership of a proportionate interest in specified direct
obligations of, or specified obligations which are unconditionally and fully guaranteed by,
the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof
in the capacity of custodian and (iii) obligations, the sole source of the payment of the
principal of and interest on which are obligations of the nature of those described in clause
(1), which are irrevocably pledged for such purposes.



"Gross Proceeds" means the sum of the following amounts:

() Original proceeds, namely, net amounts received by
or for the Issuer as a result of the sale of the Bond, excluding
original proceeds which become transferred proceeds
(determined in accordance with applicable Regulations) of
obligations issued to refund in whole or in part the Bond;

(i) Investment proceeds, namely, amounts received at
any time by or for the Issuer, such as interest and dividends,
resulting from the investment of any original proceeds (as
referenced in clause (i) above) or investment proceeds (as
referenced in this clause (ii)) in Nonpurpose Investments,
increased by any profits and decreased (if necessary, below
zero) by any losses on such investments, excluding investment
proceeds which become transferred proceeds (determined in
accordance with applicable Regulations) of obligations issued
" to refund in whole or in part the Bonds;

(i)  Transferred proceeds, namely, original proceeds of
any prior obligations, and interest earnings and profits less
losses resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any prior obligations and which are
deemed to become proceeds of the Bonds ratably as original
proceeds of the Bonds, and interest earnings and profits
resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any such prior obligations, all on the
date of such ratable discharge; :

(iv)  Sinking fund proceeds, namely, amounts, other than
original proceeds, investment proceeds or transferred proceeds
[as referenced in clauses (i) through (iii) above] of the Bonds,
which are held in any fund to the extent that the Issuer
reasonably expects to use such other fund to pay Debt Service;

(v)  Amounts in the Reserve Accounts and in any other
fund established as a reasonably required reserve or replacement
fund,



(vi)  Investment Property pledged as security for payment
of Debt Service on the Bonds by the Issuer;

(vil) -Amounts, other than as specified in this definition,
used to pay Debt Service on the Bonds; and

(vill)  Amounts received as a result of investing amounts
described in this definition.

“Grants” means collectively the ARC Grant and the RUS Grant,

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

"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 or investment-type property,
excluding, however, obligations the interest on which is excluded from gross income under
Section 103 of the Code for federal income tax purposes.

"Issuer” or "District” means the Shady Spring Public Service District, a public
corporation and political subdivision of the State.

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



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

"Nonpurpose Investment" means any Investment Property which is acquired
with the Gross Proceeds of the Bonds and is not acquired in order to carry out the
governmental purpose of the Bonds.

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

“Original Bonds” or “Bonds” means the not to exceed $179,000 Shady Spring
Public Service District Sewerage System Revenue Bond, Series 1997B.

“Outstanding," when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered except
(i) any Bond canceled by the Bond Registrar at or prior to said date; (1) 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, notices or
other action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.08 hereof.

~ "Paying Agent" means the bank or banks or other entity designated as such for
the Bonds in the Supplemental Resolution or such entity or authority as may be designated
by the Issuer.



"Prior Bonds" means the District’s Sewer Revenue Bonds, Series 19824, dated
August 1, 1982, issued in the original principal amount of $2,680,000, to be refunded
simultaneously herewith by the District’s Sewer Revenue Eonds, Series 1997D Bonds, the
District’s Sewer Revenue Bonds, Series 1994A issued in the original amount of $170,532,
and the District’s Sewer Revenue Bonds, Series 1996A issued in the original amount of
$151,800.

“Prior Resolutions” means the Bond Resolutions adopted by the Board with
respect to the Prior Bonds.

"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 natural person, including all persons "related” to such person within the meaning of
Section 144(a)(3) of the Code, excluding, however, use by a state or local governmental unit
and use as a member of the general public. All of the foregoing shall be determined in
accordance with the Code, including, without limitation, giving due regard to "incidental
use,” if any, of the proceeds of the issue and/or proceeds used for "qualified improvements,"
if any.

"Project” means the acquisition and construction of certain extensions,
additions, betterments and improvements to the sewerage facility by the Issuer substantially
as described in Exhibit A attached hereto and incorporated herein by reference.

"PSC" means the Public Service Commission of West Virginia and any
successors to the functions thereof,

"PSC Order" means the recommended decision of the PSC in Case No. 95~
0839-PSD-CN which became the final order on , 1997, which grants the Issuer
approval of financing and approval of rates. :

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

(b)  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; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;
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(c)  Any bond, debenture, note, participation certificate or other
similar obligation 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;

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

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

(f)  Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (d) 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 paid
repurchase agreements, and provided further that the owner 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;

(g) The "consolidated fund" (or any distinct portion thereof)
managed by the West Virginia State Board of Investments pursuant to Article
6, Chapter 12 of the Code of West Virginia, 1931, as amended; and

(h)  Advance-Refunded Municipal Bonds.

- "Renewal and Replacement Fund" means the Renewal and Replacement Fund
established or continued by Section 5.01(2).

"Reserve Account” means the account in the Sinking Fund, as hereafter
defined, created by Section 5.02(1)(a) hereof.
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"Reserve Requirement" means as of any date of calculation the maximum
amount of principal and interest which will become due on the Bonds in the then current or
any succeeding year.

"Resolution” shall mean this Resolution, as from time to time amended or
supplemented.

"Revenue Fund" means the Revenue Fund established or continued by Section
5.01(1).

“Rural Utilities Service” or “RUS” shall mean United States of America,
United States Department of Agriculture, Rural Utilities Service, formerly known as the
Farmers Home Administration, with a state mailing address of P.O. Box 678, Morgantown,
West Virginia 26505, or such other address as the Purchaser designates to Issuer.

“RUS Grant” means the Grant from the Rural Utilities Service in the amount
of $910,00Q‘

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

“Series 1982 A Bonds” means the Sewer Revenue Bonds of Issuer described
in Section 1.04(M) issued August 1, 1982, in the aggregate principal amount of $2,680,000.

"Series 1982 B Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.04(M) issued August 1, 1982, in the original amount of $795,515.

"Series 1994A Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.104(M) issued June 8, 1994, issued in the original amount of $170,532.

“Series 1996A Bonds” means the Sewerage System Revenue Bonds of the
Issuer issued in the original amount of $151,800.

“Series 1997B Bonds” means the Sewerage System Revenue Bonds of the
Issuer issued in the original amount of $179,000.

“Series 1997C Bonds” means the Sewerage System Revenue Bonds of the
Issuer issued simultaneously herewith in the original amount of $2,197,304.

“Series 1997D Bonds” means the Sewerage System Revenue Bonds of the
Issuer issued simultaneously herewith for the purpose of refunding the Series 1982A Bonds.

-10-



"Sinking Fund" mean the Sinking Fund established by Section 5 .02(1) hereof.
"State"” means the State of West Virginia.

"Supplemental Resolution" means any resolution 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 Bond; provided, that
any matter intended by this Resolution to be included in the Supplemental Resolution with
respect the Bond and not so included may be included in another Supplemental Resolution.

"Surplus Revenues” means the Net Revenues not required by this Resolution
or the Prior Resolutions to be set aside and held for the payment of or security for the
Bonds, the Prior Bonds or any other obligations of the Issuer, including but not limited to the
Renewal and Replacement Fund, the Reserve Account and Sinking Fund, the proceeds of
which Bonds or other obligations are to be used to pay Costs of the Projects.

"System" means the public service properties for the collection, treatment,
purification-or disposal of liquid or solid wastes, sewage or industrial wastes, owned by the
Issuer, and any improvements or extensions thereto, both within and without the boundaries
of the District, and shall include any extensions, additions, betterments and improvements
thereto, including the facility, hereafter acquired or constructed for said sewerage system
from any sources whatsoever, both within and without said District.

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

"Yield" means that yield which, when used in computing the present worth of
all payments of principal and interest (or other payments in the case of Nonpurpose
Investments which require payments in a form not characterized as principal and interest) on
a Nonpurpose Investment or on the Bond, produces an amount equal to the Purchase Price
of such Nonpurpose Investment or the Bond, all computed as prescribed in applicable
Regulations.

Additional terms and phrases are defined in this Resolution as they are used.
Accounting terms not specifically defined herein shail be given meaning in accordance with
generally accepted accounting principles.

Words importing singular number shall include the plural number in each case

and vice versa;, words importing persons shall include firms and corporations; and words
importing the masculine, feminine or neutral gender shall include any other gender.
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The terms "herein,” "hereunder," "hereby," "hereto," "hereof" and any similar
terms refer to this Resolution; and the term "hereafter” means after the date of adoption of
this Resolution.

Articles, sections and subsections mentioned by number only are the respective
articles, sections and subsections of this Resolution so numbered.

Section 1.03. Resolytion Constitutes Coniract. In consideration of the
acceptance of the Bond by those who shall be the Registered Owners of the same from time

to time, this Resolution 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 benefit, protection and security of the Registered
Owners of any and all such Bonds, all of which shall be of equal rank and without
preference, priority or distinction between any one Bond and any other Bonds by reason of
prionty of issuance or otherwise, except as expressly provided therein and herein.

Section 1.04. Findings. It is hereby found, determined and declared as
follows:

A. The Issuer is a public corporation and political subdivision of the State
in Raleigh County, West Virginia.

B. The Issuer presently owns and operates a public sewerage system.

C. It is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer that there be acquired and constructed, the Project, consisting of
certain improvements, extensions or betterments to the existing System, as described in
Exhibit A attached hereto at an estimated cost of $4,001,504, in accordance with plans and
specifications to be prepared by the Consulting Engineers, which plans and specifications
following approval by RUS will be on file with the District.

D.  The estimated revenues to be derived in each year after completion of
the Project from the operation of the System will be sufficient to pay all the costs of the
operation and maintenance of the System, the principal of and interest on the Bonds and the
Prior Bonds, the Series 1997C Bonds and the Series 1997D Bonds and all sinking funds,
reserve accounts and other payments provided for herein, in the Prior Resolutions and in the
PSC Order.

E. The estimated maximum cost of the acquisition and construction of the
Project is $4,001,504, which will be permanently obtained from the Bonds herein authorized
and the Series 1997B Bonds, issued simultaneously herewith, and an ARC Grant and RUS
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Grant. The Issuer may obtain such other grants and contributions or from other sources as
may be necessary to pay Costs of the Projects.

F. The period of usefulness of the System after completion of the Projects
will not be less than forty (40) years.

G.  Itis deemed necessary for the Issuer to issue its sewerage revenue bonds
in the aggregate principal amount of not more than $179,000, initially to be represented by
a single bond, being the Shady Spring Public Service District Sewerage System Revenue
Bond, Series 1997B and $2,500,000, initially to be represented by a single bond, being the
Shady Spring Public Service District Sewerage System Revenue Bond, Series 1997C, to
permanently finance the costs of acquisition and construction of the Project. Said costs shall
be deemed to include the cost of all property rights, easements, and franchises deemed
necessary therefor; the cost of the construction of said extensions, additions, betterments and
improvements to the System and any other expenses necessary, incidental, desirable or
appurtenant to the acquisition and construction of the Project and such replacements as are
necessary therefor; the Tap Fee; the cost of interim financing for such Project; interest on the
bonds, prior to, during and for six months after the estimated date of completion of
construction of the Project; engineering and legal expenses; expenses for estimates of costs
and revenues; expenses for plans, specifications and surveys; expenses for the service of
registrars, paying agents, depositories or other agents in connection with the issuance of the
Bonds, and such other expenses as may be necessary or desirable to said acquisition and
construction of the project and placing the same in operation and the financing authorized
by this Resolution.

H.  Itisin the best interests of the Issuer that the Series 1997B Bonds be
sold to RUS pursuant to the terms and provisions of the Letter of Conditions and that the
Series 1997C Bonds be sold to the Authority pursuant to the terms and provisions of the
Loan Agreement.

L It is in the best interest of the Issuer and the Issuer is hereby authorized
and empowered to issue revenue refunding bonds to refund, pay or discharge all or any part
of its outstanding Series 1982A Bonds. The Issuer is advised that present value debt service
savings will be realized as a result of the refunding of the Series 1982A Bonds. The Issuer
hereby determinesd that it will be to the benefit of the Issuer and its residents to advance-
refund the Series 1982A Bonds by applying the proceeds of the Series 1997D Bonds and
certain other monies to purchase obligations of the United States goverment to be deposited
in the Escrow Fund pursuant to the terms of the Escrow Agreement to redeem the Series
1932A Bonds on the first permitted Redemption Date, in the maximum aggregate principal
amount of not to exceed $3,600,000, and other moneys of the Issuer, such Series 1997 D
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Bonds to be secured by and payable from the Net Revenues of the System, on a parity with
the Prior Bonds, the Series 1997B Bonds and Series 1997C Bonds.

J. It is in the best interests of the Issuer that its Series 1997D Bonds be
sold to the Water Development Authority pursuant to a Loan Agreement and made a part
hereof, to take advantage of the favorable terms available to the Issuer.

K. Itis deemed necessary for the Issuer to issue its revenue bonds, being
the Shady Spring Public Service District Sewer Refunding Revenue Bonds, Series 1997D
Bonds in the aggregate principal amount of not more than $3,600,000 to permanently finance
the cost of refunding the District’s Series 1982A Bonds. Said costs shall be deemed to
include the cost of paying in full the entire outstanding principal of, the redemption premium,
if any, and the interest on, the Series 1982A Bonds; amounts which may be deposited in the
Reserve Account; other expenses necessary or incident to determining the feasibility or
practicability of the enterprise; administrative expense, commitment fees, fees of the
Authority, discount, initial fees for the services of registrars, paying agents, depositories or
trustees or other costs in connection with the sale of the Bonds and such other expenses as
may be necessary or incidental to the financing herein authorized and the performance of the
things herein required or permitted, in connection with any thereof.

L. It is in the best interests of the Issuer that the Series 1997D Bonds be
sold to the Authority pursuant to the terms and provisions of the Loan Agreement.

M. The Issuer has complied with all requirements of West Virginia law
relating to authorization of the construction, acquisition and operation of the Project and
issuance of the Bonds, or will have so complied prior to issuance of any thereof, including,
among other things, the obtaining of the PSC Order, the time for rehearing and appeal of
which have expired and the written approval of the West Virginia Infrastructure and Jobs
Development Council.

N. There are outstanding obligations of the Issuer which will rank either
on a parity with or junior or subordinate to the Bond as to liens, pledge and source of and
security for payment, which obligations are designated and have the lien positions with
respect to the Bond as follows:

Designation Lien Pogsition
Water Development Authority - Sewer First Lien (Parity)

Revenue Bonds, Series 1982 B dated
August 1, 1982, issued in the original
principal amount of $795,515
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(the "Series 1982 B Bonds");

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1994 A dated

June 6, 1994, issued in the original principal

amount of $170,532 (the "Series 1994 A Bonds™);

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1996 A dated

April 25, 1996, issued in the original

principal amount of $151,800 (the “Series

1996 A Bonds™)

The Series 1982 B Bonds, the Series 1994 A Bonds and the Series 1996 A Bonds are
hereinafter called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior Bonds and with the Series
1997C Bonds and Series 1997D Bonds issued sunultaneously herewith with respect to the
liens, pledge and source of and security for payment and in all other respects the Issuer has
complied with the requirements for issuance of parity bonds in the Prior Resolutions. Other
than the Prior Bonds and with the Series 1997C Bonds and Series 1997D Bonds issued
simultaneously herewith, there are no outstanding bonds or obligations of the Issuer which
are secured by the revenues or assets of the System.

O.  The Issuer has, by certification from an independent certified public
accountant, met the parity test of Section 7.07 of the Prior Resolutions.
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TICLET

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION OF THE PROJECT

Section 2,01 Authorization of Extensions, Additions, Betterments and
Improvements. There is hereby authorized the acquisition and construction of the Project
in accordance with plans and specifications therefor prepared by the Consulting Engineers;
provided, that such plans and specifications, and the construction and acquisition of the
Project in accordance therewith, are subject to the specific authorization by the Board
pursuant to a Supplemental Resolution.

Prior to issuing the Bonds for the acquisition and construction of the Project,
the District must receive acceptable bids or enter into contracts for the acquisition and
construction of the Project.

ARTICLE III

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND SALE OF BOND

Section 3.01. Authorization of Bond. For the purposes of financing a portion
of the costs, not otherwise provided, of the acquisition and construction of the Project,
funding a reserve account for the Bond, and paying certain costs of issuance and related
costs, or any of such purposes as shail be specified in the Supplemental Resolution, there
shall be issued negotiable bonds of the Issuer in an aggregate principal amount of not more
than $179,000 for the Series 1997B Bond. Said Bonds shall be issued as one bond to be
designated "Shady Spring Public Service District Sewerage System Revenue Bond, Series
1997B." The Bonds shall be issued as fully registered Bonds with a record of advances and
payments attached, numbered R-1 upward, and shall be dated the date of delivery thereof.
The Bonds shall bear interest from the date of delivery on the amount outstanding on the
interest payment date as evidenced on the record of advances and payments, payable
monthly, commencing the fifteenth day of each month following the month of delivery of
the Bond and on the fifteenth day of each month thereafter for the first 24 months after the
date thereof and thereafter on the fifteenth day of each month in installments of principal and
mterest in the aggregate amount of $ except that the final installment shall be
paid at the end of 40 years from the date of the Bond, at a rate, not exceeding four and seven-
eighths of one percent (4 7/8%) per annum, as shall be determined by the Supplemental
Resolution-and shall be sold for the par value thereof.

The Bonds shall be subject to prepayment of scheduled monthly installments,
or any portion thereof, at the option of the Issuer, shall be payable as provided in the Bond
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form hereinafter set forth, and shall have such other terms not inconsistent with this
Resolution, as shall be set forth in the Supplemental Resolution and such Bond form.

Section 3.02. [Reserved]

Section 3.03. Additiona] Terms of Bond. In addition to the terms set forth in
Section 3.01 hereof and in anticipation of the sale of the Bonds to RUS, the District

covenants that the Bonds shall comply in all respects with the provisions of Letter of
Conditions and such provisions are specifically incorporated in this Resolution.

Section 3.04. Execution of Bond. The Bonds shall be executed in the name
of the Issuer by the Chairman, and the seal of the Issuer shall be affixed thereto or imprinted

thereon and attested by the Secretary-Treasurer. In case any one or more of the officers who
shall have signed or sealed any of the Bonds shall cease to be such officer of the Issuer
before the 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 Series 1997B Bond has not ceased to hold such office. Any Bond
may be signed and sealed on behalf of the Issuer by such person as at the actual time of the
execution of such Bond shall hold the proper office in the Issuer, although at the date of such
Bond such person may not have held such office or may not have been so authorized.

Section 3.05. Authentication and Registration. No Bond shall be vatid or
obligatory for any purpose or entitled to any security or benefit under this Resolution 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 such Bond shall
be conclusive evidence that such Bond has been authenticated, registered and delivered under
this Resolution. The Certificate of Authentication and Registration on any Bond shall be
deemed to have been executed by the Bond Registrar if manually signed by an authorized
officer of the Bond Registrar, but it shall not be necessary that the same officer sign the
Certificate of Authentication and Registration on all of the Bonds issued hereunder.

Section 3.06. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Bonds shall be and have all of the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
State, and each successive Holder in accepting any of said 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, and each
successive Holder shall further be conclusively deemed to have agreed that said Bond shall
be incontestable in the hands of a bona fide holder for value.
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So long as any of the Bonds remain Qutstanding, the Issuer, through the Bond
Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

The Bond 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 the Bonds or transferring the
Bonds is exercised, the Bonds shall be delivered in accordance with the provisions of this
Resolution. All Bonds surrendered in any such exchanges or transfers shall forthwith be
canceled by the Bond Registrar. For every such exchange or transfer of Bond, 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
cach 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 obligated to make any such exchange or transfer of the
Bonds during the period commencing on the fifteenth day of the month preceding an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the selection of the Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.07. 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 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 proof of its ownership thereof and satisfactory indemnity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
surrendered shall be canceled by the Bond Registrar and held for the account of the Issuer.
If any such Bond shall have matured or be about to 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,

. Any such duplicate Bonds issued pursuant to this Section shall constitute
original, additional contractual obligations on the part of the Issuer, whether or not the lost,
stolen or destroyed Bonds be at any time found by anyone, and such duplicate bonds shall
be entitled to equal and proportionate benefits and rights as to lien and source of security for
payment from the revenues pledged herein with all other bonds issued hereunder.
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Section 3.08. Bonds not to be Indebtedness of the Issuer. The 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 denived from the operation of the System as herein provided and amounts, if any,
n the Reserve Account. No Holder or Owners of any of the Bonds shall ever have the right
to compel the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the
interest thereon.

Section 3.09. Bonds Secured by Pledge of Net Revenues. The payment of the
debt service on all the Bonds shall be secured forthwith equally and ratably with each other
by a first lien on the Net Revenues derived from the System on a parity with the lien on such
Net Revenues in favor of the Holders of the Prior Bonds and the Series 1997C Bonds and
Series 1997D Bonds issued simultaneously herewith. Such Net Revenues in an amount
sufficient to pay the principal of and interest on and other payments for the Prior Bonds, and
the Series 1997C Bonds and Series 1997D Bonds issued simultaneously herewith and the
Bonds and to make the payments into the Sinking Funds, the Reserve Account therein and
in the Renewal and Replacement Fund hereinafter continued or established and to make the
payments requested by this Resolution and the Prior Resolutions, and are hereby irrevocably
pledged to the payment of the principal of and any interest on the Bonds as the same become
due.

Section 3.10. Form of Series 1997B Bond. The text of the Series 1997B
Bond 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:

[Remainder of Page Intentionally Left Blank]
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[FORM OF BOND]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SHADY SPRING PUBLIC SERVICE DISTRICT
SEWERAGE SYSTEM REVENUE BONDS,
SERIES 1997 B

No. R-1 $179,000

June 24, 1997

United States of America
National Finance QOffice
1520 Market Street

St. Louis, Missouri 63103

FOR VALUE RECEIVED, the Shady Spring Public Service District, a public
corporation organized and existing under the laws of, and a political subdivision of, the State
of West Virginia, in Raleigh County (herein called the "Borrower"), promises to pay to the
order of the United States of America (herein called the "Government"), at its National
Finance Office, St. Louis, Missouri, or at such other place as the Government may hereafter
designate in writing, and in the manner provided below, the principal sum of One Hundred
Seventy-Nine Thousand Dollars ($179,000) or such lesser amount as shall then be reflected
on the Record of Advances and Payments attached hereto and incorporated herein by
reference, plus interest on the unpaid principal balance at the rate of 4 7/8% per annum.
Notwithstanding any provision of this Bond to the contrary, this Bond shall evidence only
the indebtedness reflected as outstanding on the Record of Advances and Payments attached
hereto. Interest shall accrue only on the amount of each advance from its actual date as listed
on said Record of Advances and Payments and shall cease to accrue on the amount
outstanding, or portions thereof, as the same are paid, as reflected by said Record of
Advances and Payments,

The said principal and interest shall be paid in the following installments on
the following dates: Monthly installments of interest only on the amounts advanced
hereunder, commencing the fifteenth day of the month following the month of delivery of
this Bond and on the fifteenth day of each month thereafter for the first 24 months after the
date hereof, and thereafter on the fifteenth day of each month in installments of principal and
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interest in the aggregate amount of $ except the final installment shall be paid at the
end of forty years from the date of this Bond in the sum of the unpaid principal and interest
due on the date thereof and prepayments may be made as provided below. This
consideration shall support any agreement modifying the foregoing scheduie of payments.

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

Pre-payments of scheduled installments, or any portion thereof, may be made
at any time at the option of the Borrower. Extra payments, as defined in the regulations of
the Government, shall, after payment of interest, be applied to the installment last to come
due under this Bond and shall not affect the obligation of Borrower to pay the remaining
installments as scheduled herein.

Any amount advanced or expended by the Government for the collection
hereof, or to preserve or to protect any security or other instrument executed in connection
with the loan evidenced hereby, at the option of the Government, shall become a part of and
bear interest at the same rate as the principal of the debt evidenced hereby and be
immediately due and payable by Borrower to the Government without demand. Borrower
agrees to use the loan evidenced hereby solely for purposes authorized by the Government.
Borrower has granted to the Government a lien on the proceeds of this Bond until such
proceeds are expended for authorized purposes.

This Bond is issued to permanently finance a portion of the costs of acquisition
and construction of certain extensions, additions and improvements to the existing sewerage
system (the "Project” and together with any further extensions, additions, betterments and
improvements thereto, herein called the "System"); to pay interest on the Bonds during
acquisition and construction and for up to six months after completion of the Project; and to
pay certain issuance and related costs in connection therewith. This Bond is authorized and
issued under and in full compliance with the Constitution and statutes of the State of West
Virginia, including particularly Article 13A of Chapter 16 of the Code of West Virginia,
1931, as amended (the "Act"), and a resolution duly adopted by the Board of the Borrower
on 1997, and supplemented by a Supplemental Resolution duly adopted by said
Board on 1997 (collectively, the "Resolution"), and is subject to all the terms and
conditions of said Resolution. The Resolution 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 Resolution.

21-



THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE QUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN THE
RESOLUTION, AND THE SERIES 1997 C BONDS AND THE SERIES 1997 D BONDS
[SSUED SIMULTANEOUSLY HEREWITH.

This Bond is payable only from and secured by a pledge of a first lien on the
Net Revenues (as defined in the Resolution) to be derived from the operation of the System,
which lien is on a parity as to security and source of payment with the lien of the Prior Bonds
and the Series 1997C Bonds and Series 1997D Bonds issued simultaneously herewith,
moneys in the Reserve Account created under the Resolution (the "Reserve Account") and
unexpended proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the
principal of and interest on this Bond, the Prior Bonds and the Series 1997C Bonds and the
Series 1997D Bonds, and all bonds which may be issued for the construction, acquisition,
Improvement, extension or betterment of such System as and when the same become due and
payable, and which shall be set aside and remitted to the Government for the Bonds as
provided herein and in the Resolution and in the Prior Resolutions. This Bond does not
constitute an indebtedness of the Borrower within the meaning of any constitutional or
statutory provisions or limitations, nor shall said Borrower be obligated to pay the same or
the interest hereon except from the Net Revenues derived from the operation of said System,
the moneys in the Reserve Account and unexpended Bond proceeds. Pursuant to the
Resolution, the Borrower has covenanted and agreed to establish and maintain just and
equitable rates or charges for the use of such System and the services rendered thereby,
which shall be sufficient to provide for the proper and reasonable expenses of operation,
repair and maintenance of said System, and to leave a balance each year equal to at least
115% of the maximum amount payable in any year for principal of and interest, if any, on
the Bonds, and all other obligations secured by a lien on or payable from such revenues prior
to or on a parity with or subordinate to the Bonds, including, without limitation, the Prior
Bonds and the Series 1997C Bonds and Series 1997D Bonds, provided, however, that so
long as there exists in the Reserve Account an amount at least equal to the maximum amount
of principal and interest, if any, which will become due on the Bonds in the then current or
any succeeding year, and in the respective reserve accounts established for any other
obligations outstanding prior to or on a parity with or subordinate to the Bonds, including,
without limitation, the Prior Bonds and the Series 1997C Bonds and Series 1997D Bonds,
an amount at least equal to the requirement therefor, such percentage may be reduced to
110%. The Borrower has entered into certain further covenants with the owner of this Bond
for the terms of which reference is made to said Resolution. Remedies provided the owner
of this Bond are exclusively as provided in the Resolution, to which reference is here made
for a detailed description thereof.
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This Bond is transferable, as provided in the Resolution, only upon the books
of Bank, West Virginia, as registrar (the “Registrar”) which shall
be kept for that purpose at the office of the Registrar, by the owner or by its attorney or legal
representative duly authorized in writing, upon surrender of this Bond, together with a
written instrument of transfer satisfactory to the Registrar duly executed by the owner or its
attorney or legal representative duly authorized in writing.

Subject to registration requirements, 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.

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

~ If at any time it so appears to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private creditor at reasonable rates and terms
for loans for such purposes and peniod of time, Borrower will at the Government's request
apply for and accept such loan in sufficient amount to repay the Government.

This Bond will be in default should any proceeds be used for a purpose that
will contribute to excessive erosion of highly erodible land or to the conversion of wetlands
to produce an agricultural commodity, as set forth in Exhibit M of subpart G of Part 1940
of Title 7 of the Code of Federal Regulations, as amended.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts connected with the issuance hereof, as provided by law and the
Resolution, shall be applied solely to the costs of acquisition and construction of the Project,
and there shall be and hereby is created and granted a lien upon such moneys, until so
applied, in favor of the 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 in the
issuance of this Bond have existed, 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 said Borrower, does not exceed any limit prescribed by the Constitution
or statutes of the State of West Virginia and that a sufficient amount of the revenues of the
System of the Borrower has been pledged to and will be set aside into said special fund by
the Borrower for the prompt payment of the principal of and interest on this Bond.
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All provisions of the Resolution, 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.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Rural Development Act of 1972. This Bond shall be subject to
the present regulations of the Government and to its future regulations not inconsistent with
the express provisions thereof.

IN WITNESS WHEREOF, Shady Spring Public Service District has caused
this Bond to be signed by its Chairman and its seal to be hereunto impressed and attested by
its Secretary, all as of the date first written above.

SHADY SPRING PUBLIC SERVICE DISTRICT

Chairman

[SEAL]

ATTEST:

Secretary
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Shady Spring Public Service District Sewerage System
Revenue Bonds, Series 1997 B, described in the within-mentioned Resolution and has been
duly registered in the name of the United States of America as of the date set forth below.

Date: 1997

—_—

, as

registrar

By

Authorized Officer
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RECORD OF ADVANCES AND PAYMENTS

Advances
Date Amount Initialed By
(1) $
(2) $
(3) $
(4) $
(5) 2 $
(6) $
@A) $
(8) $
(9) $
(10) $
TOTAL: §

UNITED STATES DEPARTMENT OF
AGRICULTURE, RURAL UTILITIES
SERVICE

By:

(Title)
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RECORD OF ADVANCES AND PAYMENTS

Payments
Date Amount Initialed By

(1) $
(2) $
(3) )
(4) $
(5) d $
(6) $
(7) $
(8) $
(9) $
(10) $

TOTAL: §

UNITED STATES DEPARTMENT OF
AGRICULTURE, RURAL UTILITIES
SERVICE

By:

(Title)
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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 said Bond on the books kept for registration thereof with full power of
substitution in the premises.

Dated: ____ |

In the presence of:

ARTICLE IV

[RESERVED]
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TICLE

SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. System Revenues and Application Thereof. So long as the

Bonds shall be Outstanding and unpaid, the Issuer covenants with the Bondholders as
follows:

(A)  The entire Gross Revenues derived from the operation of the System
and all parts thereof shall be deposited by the Issuer in the Revenue Fund which is hereby
established and created. The Revenue Fund shall constitute a trust fund for the purposes
provided in this Resolution 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. Funds in the Revenue Fund shall be disposed of only in the following manner and
order of priorities.

. (1)  From the Revenue Fund, the Issuer shall first each month pay the
current Opérating Expenses of the System.

(2)  Next from the moneys in the Revenue Fund, the Issuer shall on the
fifteenth day of each month commencing on the fifteenth day of the month following the
month of delivery of the Series 1997B Bonds, make the payments required by Section
5.03A(2) of the Prior Resolutions and (a) shall simultaneously therewith apportion and set
apart out of the Revenue Fund and remit to the office and place designated by the Series
1997B Bonds (herein called the "Sinking Fund") the monthly payment of interest set forth
in the Supplemental Resolution or such lesser amount as is required to pay the interest on the
Series 1997B Bonds as evidenced by the Record of Advances and Payments attached to the
Series 1997B Bonds as set forth in the Bond form in Section 3.10. If funds in the reserve
fund are not sufficient to make all the payments required by this section, the Issuer shall
apportion and prorate the funds available to the payments required herein; and (b)
commencing on the first day of each month simultaneously with the payments required by
this Section, 4 months prior to the first date of payment of interest on the Series 1997C Bond,
apportion and set apart out of the Revenue Fund and remit to the Commission for deposit in
the Senies 1997C Bond Sinking Fund, a sum equal to 1/3rd of the amount of interest which
will mature and become due on said Series 1997C Bond on the next ensuing quarterly
payment date; provided that, in the event the period to elapse between the date of such initial
deposit in the Series 1997C Bond Sinking Fund and the next quarterly payment date is less
than 4 months, then such monthly payments shall be increased proportionately to provide,
one month prior to the next quarterly payment date and (c) commencing on the first day of
each month, apportion and set apart out of the Revenue Fund and remit to the Commission,
commencing 7 months prior to the first date of payment of interest on the Series 1997D
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Bonds for which interest has not been capitalized, apportion and set apart out of the Revenue
Fund and remit to the Commission, for deposit in the Series 1997D Bonds Sinking Fund, a
sum equal to 1/6th of the amount of interest which will become due on said Series 1997D
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 1997D Bonds Sinking
Fund and the next semiannual interest payment date is less than 7 months, then such monthly
payments shall be increased proportionately to provide, one month prior to the next
semiannual interest payment date, the required amount of interest coming due on such date.

(3)  Next from the moneys in the Revenue Fund, the Issuer shall (a) on the
fifteenth day of each month, as provided by the Supplemental Resolution, make the payment
required by Sections 5.03A(3) of the Prior Resolutions and simuitaneously therewith shall
apportion and set apart from the Revenue Fund and remit to the Sinking Fund the monthly
payment of principal set forth in the Supplemental Resolution or such lesser amount as is
evidenced by the Record of Advances and Payments attached to the Series 1997B Bond as
set forth in the Bond form in Section 3.10, such amount or amounts being the amount
required to amortize the principal of the Series 1997B Bonds over the life of the Bonds. If
funds in the reserve fund are not sufficient to make all the payments required by this section,
the Issuer shall apportion and prorate the funds available to the payments required herein;
and (b) commencing on the first day of each month, commencing 4 months prior to the first
date of payment of principal on the Series 1997C Bond, apportion and set apart out of the
Revenue Fund and remit to the Commission for deposit in the Series 1997C Bond Sinking
Fund, a sum equal to 1/3rd of the amount of principal which will mature and become due on
said Series 1997C Bond on the next ensuing quarterly principal payment date; provided that,
in the event the period to elapse between the date of such initial deposit in the Series 1997C
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
such monthly payments shall be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date and (c) commencing on the first day of each month, 4 months prior to the first date of
payment of principal on the Series 1997D Bond, apportion and set apart out of the Revenue
Fund and remit to the Commission for deposit in the Series 1997D Bond Sinking Fund, a
sum equal to 1/3rd of the amount of principal which will mature and become due on said
Series 1997D Bond on the next ensuing quarterly principal payment date; provided that, in
the event the period to elapse between the date of such initial deposit in the Series 1997D
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
such monthly payments shall be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date

The deposits to the Sinking Fund provided in this paragraph and in (2), above,
constitute actual payments of principal and interest on the Bonds issued to RUS. The
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amounts required for principal and interest payments on the Bonds issued hereunder other
than to RUS shall be deposited in a sinking fund created by a Supplemental Resolution.

The Issuer shall complete the “Monthly Payment Form," the form of which is
attached to the Loan Agreement as Exhibit F, and submit a copy of said form along with a
copy of its remittance checks to the Authority by the 5th day of such calendar month.

(4)  The Issuer shall next transfer from the Revenue Fund and make the
payment required by Sections 5.03 A(4) of the Prior Resolution and simultaneously therewith
(a) deposit in a Reserve Account at the Depository Bank (herein the "Reserve Account”), or
in the case of Bonds other than the Series 1997B Bonds originally authorized hereby in a
reserve account in a sinking fund created by Supplemental Resolution or otherwise as
designated by a Supplemental Resolution, on the fifteenth day of each month of each year
beginning with and including the month in which payments from the Revenue Fund for
interest on the Series 1997B Bonds are commenced, an amount equal to one tenth (1/10) of
the amount deposited into the Sinking Fund, as set forth above. If funds in the reserve fund
are not sufficient to make all the payments required by this section, the Issuer shall apportion
and prorate the funds available to the payments required herein; and (b) commencing on the
first day of each month, 3 months prior to the first date of payment of principal of the Series
1997C Bond, if not fully funded upon issuance of the Series 1997C Bond, apportion and set
apart out of the Revenue Fund and remit to the Commission for deposit in the Series 1997C
Reserve Account, an amount equal to 1/120 of the Series 1997C Reserve Requirement;
provided, that no further payments shall be made into the Series 1997C Reserve Account
when there shall have been deposited therein, and as long as there shail remain on deposit
therein, an amount equal to the Series 1997B Reserve Requirement; and (c) commencing on
the first day of each month, 3 months prior to the first date of payment of principal of the
Series 1997D Bond, if not fully funded upon issuance of the Series 1997D Bond, apportion
and set apart out of the Revenue Fund and remit to the Commission for deposit in the Series
1997D Reserve Account, an amount equal to 1/120 of the Series 1997D Reserve
Requirement; provided, that no further payments shall be made into the Series 1997D
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 1997D Reserve Requirement.

(5)  The Issuer shall next, from the moneys remaining in the Revenue F und,
on the first day of each month, simultaneously with the payments listed above, transfer to the
Renewal and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,
exclusive of any payments for account of any Reserve Account (such amount to be inclusive
with Section 5.03A(5) of the Prior Resolutions, not in addition to). All funds in the Renewal
and Replacement Fund shall be kept apart from all other funds of the Issuer or of the
Depository Bank and shall be invested and reinvested in accordance with Article VIII hereof.
Withdrawals and disbursements may be made from the Renewal and Replacement Fund for
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replacements, emergency repairs, improvements or extensions to the System; provided, that
any deficiencies in the Series 1997B Bond Reserve Account, the Series 1997C Bond Reserve
Account, or the Series 1997D Bond 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.

No further payments shall be made into the Reserve Account when there shall
have been deposited therein, and as long as there shall remain on deposit therein, an amount
equal to the Reserve Requirement. Moneys in the Reserve Account shall be used only for
the purpose of payment of maturing principal of or interest on the Bonds when moneys in
the Revenue Fund or, in the case of bonds other than the Bonds originally authorized hereby,
the funds in a sinking fund created by Supplemental Resolution are insufficient therefor and
for no other purposes.

Any withdrawals from the Reserve Account which result in a reduction in the
balance of the Reserve Account to below the Reserve Requirement shall be subsequently
restored from the first Net Revenues available after all required payment to the Sinking Fund
and Reserve Account, including any deficiencies for prior payments, have been made in full.

As and when Additional Bonds ranking on a parity with the Bonds are issued,
provision shall be made by Supplemental Resolution for additional payments sufficient to
pay the interest on such Additional Bonds and to accomplish retirement thereof at or before
maturity and to accumulate a balance in the Reserve Account in an amount equal to the
maximum provided and required to be paid in principal and interest in any succeeding year
for account of all the Bonds.

(6)  Ifall of the above required payments are then current, the Issuer may
use any moneys remaining in the Revenue Fund for the following purposes: (a) for
prepayment of the amount, or any part thereof, of the Bonds Outstanding in accordance with
the terms thereof (b) additions, betterments or improvements to the System which the
Consulting Engineers certify are needed and/or (c) payments of principal and interest on
subordinate sewer revenue bonds, or other obligations which may hereafter be issued by the
Issuer on account of the System.

(B)  All of the funds and accounts provided for above shall constitute trust
funds and shall be used only for the purposes provided herein.

(C)  The moneys in excess of the sum insured by the maximum amounts
insured by the FDIC in the Revenue Fund, in the Reserve Account and in the Renewal and
Replacement Fund shall at all times be secured, to the full extent thereof in excess of such
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insured sum, by Government Obligations or such other obligations as shall be eligible as
security for deposits of state and municipal funds under the laws of the State.

(D)  If on any monthly payment date the Net 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
payments dates; provided, that all deposits, including on account of deficiencies, shall be
made in the order of priority set forth in Paragraph (A), above, and no payment of lower
priority shall be made if there exists a deficiency in a fund or account of higher priority. No
such deficiency shall exist solely because the required payments into the Reserve Account
have not, as of such date, funded such account to the requirement therefor.

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

. (F)  The Gross Revenues of the System shall only be used for purposes of
the System.

Section 5.02. Tap Fees. During the construction of the Project, Tap Fees shall
be deposited in the Construction Trust Fund created in Section 6.02 hereof. Following
completion of the Project, Tap Fees shall be deposited in the Revenue Fund and may be used
for any lawful purpose of the System.

ARTICLE

APPLICATION OF ORIGINAL BOND PROCEEDS, FUNDS AND ACCOUNTS

Section 6.01. Application of Bond Proceeds. All the moneys received from
time to time from the sale of Bonds shall be deposited in the Construction Trust Fund,

hereinafter created.

Section 6.02. Construction Trust Fund. There is hereby created with the
Depository Bank a special fund to be known as the “Construction Trust Fund,” which fund

shall be kept separate and apart from all other funds of the Issuer, and shall be drawn out,
used and applied by the Issuer solely for the payment of the Costs of the Project and
purposes incidental thereto, including payment of any borrowings by the Issuer made for the
purpose of temporarily financing a portion of the Costs of Project, for the payment of interest
on the Bonds during construction and for a period up to six months thereafter and for no
other purposes whatsoever. The moneys in said fund shall be secured at all times by the
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Depository Bank, by Government Obligations having a fair market value at least equal to the
balance in said fund in excess of the amount insured by the FDIC. If for any reason the
amounts on deposit in the Construction Trust Fund are not necessary for, or are not applied
to, such purposes, then such unapplied amounts shall be deposited by the Issuer as
determined by the rules and regulations of RUS. All such proceeds shall constitute a trust
fund for such purposes, and there is hereby created a lien upon such moneys, until so
applied, in favor of the Holders of the Bonds hereby authorized.

Expenditures or disbursements by the Depository Bank from said Construction
Trust Fund shall be made only after such expenditures or disbursements shall have been
approved in writing by the Governing Body, the Consulting Engineers and RUS.

ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

' Section 7.01. General Covenants of the Jssuer. All the covenants, agreements
and provisions set forth in this Resolution shall be and constitute valid and legally binding
covenants of the Issuer and shall be enforceable in any court of competent jurisdiction by any
owner or owners of the Bond as if they were set forth in full in this Resolution. In addition
to the other covenants, agreements and provisions of this Resolution, the Issuer hereby
covenants and agrees with the owners of the Bond as hereinafter provided in this Article VII.
All such covenants, agreements and provisions shall be imrevocable, except as provided
herein, as long as any of said Bonds, or the interest thereon, is Outstanding and unpaid.

Section 7.02. Bond not to be Indebtedness of the Issuer. The Bond 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 Resolution. No Holder or Owners of any Bond shall ever
have the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
Bond or the interest thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues. The payment of the
debt service of the Original Bonds issued hereunder shall be secured forthwith equally and
ratably by a first lien on the Net Revenues derived from the operation of the System on a
parity with the lien on such Net Revenues in favor of the Prior Bonds and the Series 1997C
Bonds and Series 1997D Bonds issued simuitaneously herewith. The Revenues derived from
the System, in an amount sufficient to pay the principal of the Bonds herein authorized and
to make the payments into the Sinking Funds, including the Reserve Account therein, and
all other payments provided for in the Prior Resolutions, the Series 1997C Resolution, the
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Series 1997D Resolution and this Resolution are hereby irrevocably pledged, in the manner
provided herein, to the payment of the principal of and interest on the Bonds as the same
become due, and for the other purposes provided in this Resolution.

Section 7.04. Rates. Prior to issuance of the Original Bonds, equitable rates
or charges for the use of and service rendered by the System will be established all in the
manner and form required by law, and copies of such rates and charges so established will
be continuously on file with the Secretary, which copies will be open to inspection by all
interested parties. The schedule of rates and charges shall at all times be adequate to produce
Gross Revenues from said System suffictent 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. The Issuer shall take the necessary actions with
respect to the imposition of rates at such times and with such provisions with respect to
interest rate and maturity of the Bond to finance the issuance of the Bond as the purchaser
thereof shall require. 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 (i) to provide for all reasonable expenses of
operation, repair and maintenance of the System and (ii) to leave a balance each Fiscal Year
equal to at least 115% of the maximum amount required in any succeeding Fiscal Year for
payment of principal of and interest on the Bond; provided that, in the event that an amount
at least equal to or in excess of the Reserve Requirement is on deposit in the Reserve
Account and 1s funded at least at the requirement provided for in the Resolution, such
balance each Fiscal Year need only equal at least 110% of the maximum amount required
in any succeeding Fiscal Year for payment of principal of and interest on the Original Bond.

The Issuer héreby adopts the rates and charges set forth in the PSC Order and
attached hereto as Exhibit B and incorporated herein by reference.

Section 7.05. Completion, Operation and Maintenance; Schedule of Cost. The
Issuer will expeditiously complete the Project and will maintain the System in good
condition and will operate the same as a revenue-producing enterprise in an efficient and
economical manner, making such expenditures for equipment and for renewal, repair and
replacement as may be proper for the economical operation and maintenance thereof from
the revenues of said System in the manner provided in this Resolution.

Section 7.06. Sale of the System. So long as the Bonds are Qutstanding, the
System may be sold, transferred, mortgaged, leased or otherwise disposed of or encumbered
(other than any statutory mortgage lien created under the Act on account of obligations
1ssued within the restrictions hereof) only with the written consent of RUS, and such consent
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will specify the disposition of any such sale or transfer. So long as the Prior Bonds are
outstanding, the System may be sold, transferred, mortgaged, leased or otherwise disposed
of only in accordance with the terms of the Prior Resolutions and with the written consent
of RUS.

Section 7.07. Issuance of Additional Bonds.  As long as the Bonds are
Outstanding, no additional Bonds payable out of the Net Revenues of the System may be

issued without the prior written consent of RUS.

Section 7.08. Insurance and Construction Bonds. The Issuer will carry such
insurance and in such amounts as is customarily carried with respect to works and properties
sumilar to the System, with a reputable insurance carrier or carriers, against loss or damage
by fire, explosion, hurricane, earthquake, cyclone, occupancy or other hazards and risks.
The Issuer will require that each of its contractors and all subcontractors maintain, during the
life of any construction contract, workers' compensation coverage, public liability insurance,
property damage insurance and vehicle liability insurance in amounts and on terms
satisfactory to RUS, so long as RUS is the Owner of the Bond. The Issuer will itself, or will
require each contractor and subcontractor to, obtain and 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, to protect the interests of the Issuer, RUS, the prime
contractor and all subcontractors as their interests may appear, in accordance with the Loan
Agreement, during construction of the Projects in the full insurable value thereof. In time
of war, the Issuer shall also carry in said amount such insurance as may be available against
loss or damage by the risks and hazards of war. The proceeds of all such insurance policies
shall be disposed of as provided in the Resolution and otherwise shall be placed in the
Renewal and Replacement Fund and used only for the repair and restoration of the damaged
or destroyed properties or for the other purposes provided herein for said Renewal and
Replacement Fund. The Issuer will also carry liability insurance for damage or injury to
persons or property in amounts adequate for such purposes and customarily carried with
respect to works and properties similar to the System. The Issuer shall carry such other
insurance as is required by RUS and as set forth in the Loan Agreement, including but not
limited to flood insurance and business interruption insurance, to the extent available at
reasonable cost to the Issuer.

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

Section 7,09 Consulting Engineers. The Issuer will retain recognized,
qualified independent Consulting Engineers on an annual basis to supervise generally the
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operation, maintenance and renewal of the System and report annually to the Issuer in
writing their recommendations and comments as to the System. Such annual report of the
Consulting Engineers or a summary thereof shall be made available at reasonable times to
RUS and to any Bondholder requesting the same.

Section. 7.10. Compliance With Letter of Conditions, Rules and Regnlations.
The Issuer hereby covenants and agrees to perform and satisfy all terms and conditions of
the Letter of Conditions and to comply with all applicable laws, rules and regulations issued
by State, federal or local bodies in regard to acquisition and construction of the Projects and
operation, maintenance and use of the System.

Section 7.11. No Free Services. The Issuer will not render or cause to be
rendered any free services of any nature by its System; and, in the event the Issuer or any
department, agency, instrumentality, officer or employee of the Issuer shall avail itself or
himself or herself of the facilities or services provided by the System or any part thereof, the
same rates, fees or charges applicable to other customers receiving like services under similar
circumstances shall be charged the Issuer and any such department, agency, instrumentality,
officer or employee. Such charges shall be paid as they accrue, and the Issuer shall transfer
from its general funds sufficient sums to pay such charges for service to any of its
departments or properties. 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 7.12. Enforcement of Collections. The Issuer will diligently enforce
and collect all fees, rates, 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,
rates, rentals or other charges that shall become delinquent to the full extent permitted or
authorized by the laws of the State of West Virginia. All such rates and charges, if not paid
when due, shall become a lien on the premises served by the System.

Whenever any rates, rentals or charges for the services or facilities of the
System, or of the waterworks system or sewerage system constituting a part thereof, shail
remain unpaid for a period of thirty (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. The Issuer further
covenants and agrees that it will, to the full extent permitted by law, and any rules and
regulations promuigated by the Public Service Commission of West Virginia applicable
thereto, discontinue and shut off both the water and sewerage services and facilities of the
System to all delinquent users of the services and facilities of the System, or of the
waterworks system or sewerage system constituting a part thereof, and will not restore either
water or sewerage services of the System until all delinquent charges for the service and
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facilities of the System, or of the waterworks system or sewerage system constituting a part
thereof, plus reasonable interest penalty charges for the restoration of service, have been
fully paid.

Section 7.13. No Competing Franchise. To the extent allowable by law, the
Issuer will not grant or cause, consent to or allow the granting of, any franchise or permit to

any person, firm, corporation or body, or agency or instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.

Section 7.14. Books, Records and Facilities. 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 owner of a Bond or Bonds issued pursuant to the Resolution
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 cwrrently accepted
accounting practices in accordance with the rules and regulations of the PSC and the Act.
Separate control accounting records shall be maintained by the Issuer. Subsidiary records
as may be required shall be kept in the manner, on the forms, in the books, and along with
other bookkeeping records as prescribed by the Issuer. The Issuer 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 Issuer shall be reported to such agent of
the Issuer as the Council shall direct.

The Issuer shall file with the Consulting Engineers and RUS, and shall mail
in each year to any owner or owners of Bonds requesting the same, an annual report
containing the following:

(A) A statement of Gross Revenues, Operating Expenses, Net
Revenues, Excess 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 Resolution with respect to said Bonds and
the status of all said funds and accounts.

(C)  The amount of any Bonds, or other obligations Outstanding and
secured by a lien on the Net Revenues of the System.
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The Issuer shall also, at least once a year, cause the books, records and
accounts of the System to be completely audited by Independent Accountants, shall mail
upon request, and make available generally, the report of said Independent Accountants, or
a summary thereof, to any owner or owners of Bonds issued pursuant to this Resolution, and
shall submit said report to RUS. The report of said audit shall include a statement that the
Issuer is in compliance with the terms and provisions of the Act and the Letter of Conditions
that the Issuer's revenues are adequate to meet its operation and maintenance expenses and
debt service requirements.

The Issuer shall keep and preserve all financial records for a period of ten (10)
years, and such matenal, upon request, will be made available for public inspection.

Section 7.15. Operating Budget. While the Bonds are Outstanding and unpaid
and to the extent not now prohibited by law, the System shall be operated and maintained
on a fiscal year basis commencing on July 1 of each year and ending on the following June
30, which period shall also constitute the budget year for the operation and maintenance of
the System. Not later than 30 days prior to the beginning of each Fiscal Year, the Issuer
agrees to adopt the annual budget for the ensuing year, and no expenditures for operation and
maintenance expenses of the System in excess of such annual budget shall be made during
such Fiscal Year unless unanimously authorized and directed by the Board. Copies of each
annual budget shall be delivered to RUS by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the annual budget before the
first day of any Fiscal Year, it shall adopt a budget of current expenses from month to month
until the adoption of the annual budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the year next preceding by more than
ten percent (10%); and provided further, that adoption of a budget of current expenses shall
not constitute compliance with the covenant to adopt an annual budget unless the Issuer's
failure to submit an annual budget shall be for a reason beyond the control of the Issuer.
Each such budget of current expenses shall be delivered and mailed immediately as in the
case of the annual budget.

Section 7.16. Mandatory Connection. The mandatory use of the System is
essential and necessary to protect and preserve the public health, comfort, safety,
convenience and welfare of the inhabitants and residents of, and the economy of, the Issuer
and to assure the rendering harmiess of sewage and water-borne waste matter produced or
arising within the territory served by the System. Accordingly, every owner, tenant or
occupant of any house, dwelling or building located near the System, where sewage will flow
by gravity or be transported by such other methods approved by the State Department of
Health from such house, dwelling or building into the System, to the extent permitted by the
laws of the State and the rules and regulations of the Public Service Commission of West
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Virginia, shall connect with and use the System and shall cease the use of all other means
for the collection, treatment and disposal of sewage and waste matter from such house,
dwelling or building where there is such gravity flow or transportation by such other method
approved by the State Department of Health and such house, dwelling or building can be
adequately served by the System, and every such owner, tenant or occupant shall, after a 30
day notice of the availability of the System, pay the rates and charges established therefor.

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

Section 7.17. Contracts, Not later than simultaneously with the delivery of the
Bonds, the Issuer shall have entered into written contracts for the immediate acquisition or
construction of the project.

~ Section 7.18. Statutory Mortgage Lien. For the further protection of the
Holders of 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,
and shall take effect immediately upon delivery of the Bonds and shall be for the equal
benefit of all Holders of the Bonds; provided however, that a statutory mortgage lien in favor
of the Holders of the Bonds issued hereunder shall be on a parity with the statutory mortgage
lien in favor of the owners of the Prior Bonds.

Section 7.19. PSC Order. The Issuer shall comply with the conditions of the
PSC Order and any supplement or amendment thereto.

Section 7.20. Covenant to Amend Resolution. The Issuer retains the right to
make any amendments, insertions or deletions by Supplemental Resolution of this Resolution
as the Issuer deems necessary prior to the issuance of the Bonds to meet the requirements of
RUS.

Section 7.21. Compensation of the [ssuer. The Issuer hereby covenants and
agrees that no compensation for policy direction shall be paid to the members of the Public

Service Board of the Issuer in excess of the amount permitted by the Act. Payment of any
compensation to any such member for policy direction shall not be made if such payment
would cause the Net Revenues to fall below the amount required to meet all payments
provided for herein and in the Prior Resolutions, nor when there is a default in the
performance of or compliance with any covenants or provision hereof or of the Prior
Resolutions.
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Section 7.22. Fungs and Accounts Under Prior Resolutions. The Issuer hereby
covenants that all payments into the respective funds and accounts created under the Prior
Resolutions will have been made in full as required by the Prior Resolutions prior to the date
of delivery of the Bonds.

TICLE

INVESTMENT OF FUNDS; NON-ARBITRAGE

Section 8.01. Investments. Any moneys held as a part of the funds and
accounts created by this Resolution, other than the Revenue Fund, shall be invested and

reinvested by the Commission or the Depository Bank, 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 Resolution, the need for such moneys for the purposes set forth herein
and the specific restrictions and provisions set forth in this Section.

" Except as specifically provided herein, any investment shall be held in and at
all times deemed a part of the fund or account in which such moneys were originally held,
including but not limited to those in the Construction Trust Fund, and used for the purpose
of such fund or account. The interest accruing thereon and any profit or loss realized from
such investment shall be credited or charged to the appropriate fund or account. The
investments held for any fund or account shall be valued at the lower of cost or then current
market value, or at the redemption price thereof if then redeemable at the option of the
Owner, including the value of accrued interest and giving effect to the amortization of
discount and investments in the "consolidated fund" of the West Virginia Board of
Investments shall be valued at par. The Commission or the Depository Bank, 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. Such Depository Bank 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.

Notwithstanding the foregoing, any investments made pursuant to this
Resolution shall comply with the guidelines of RUS,
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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 Bonds:

(1) If default occurs in the due and punctual payment of the principal of or
interest on any Bonds, the Series 1997B Bonds, the Series 1997C Bonds, the Series
1997D Bonds or the Prior 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 Bonds set forth in this Resolution,
any Supplemental Resolution or in the Bonds, and such default shall have continued
for a pertod of 30 days after the Issuer shall have been given written notice of such
default by RUS, the Depository Bank, the Bond Registrar, any Paying Agent or a
Registered Owner of a Bond; or

(3)  If a default occurs under this Resolution;
(4)  If a default occurs under the Prior Resolutions; or

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

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 rights and, in particular, (I) bring
suit for any unpaid principal or interest then due, (i) by mandamus or other appropriate
proceeding enforce all rights of such Registered Owners including the right to require the
Issuer to perform its duties under the Act and this Resolution 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 at law or bill in equity enjoin any acts in violation of the
Resolution with respect to the Bonds, or the rights of such Registered Owners.

Section 9.03. Appointment of Receiver. Any Registered Owner of Bonds
may, by proper legal action, compel the performance of the duties of the Issuer under this

Resolution and the Act, including the making and collection of sufficient rates and charges
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for services rendered by the System and segregation of the revenues therefrom and the
application thereof. If there be any default in the payment of interest on any Bonds when
the same shall become due, or in the payment of the principal of any Bond or Bonds, either
at the specified date of maturity thereof or at a date set for redemption thereof, or otherwise
in the performance of any covenant contained in the Resolution other than as to such
payment and such default shall continue for a period of thirty (30) days after written notice
to the Issuer of such default, any Bondholder 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 on behalf of the Issuer, with power to charge rates, rentals, fees and
other charges sufficient to provide for the payment of the Bonds and any interest thereon, the
deposits into the funds and accounts hereby established as herein provided and the payment
of Operating Expenses of the System and to apply such rates, rentals, fees, charges or other
revenues in conformity with the provisions of the Resolution and the Act.

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

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution 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
Resolution 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, shall be under the direction and supervision of the court making such appointment, shall
at all tmes be subject to the orders and decrees of such court and may be removed thereby,
and a successor receiver may be appointed in the discretion of such court. Nothing herein
contained shall limit or restrict the jurisdiction of such court to enter such other and further
orders and decrees as such court may deem necessary or appropriate for the exercise by the
receiver of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaining to the
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System, but the authority of such receiver shall be limited to the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and
Registered Owners of such Bonds and the curing and making good of any Event of Default
with respect thereto under the provisions of this Resolution, 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.

Section 9.04. Remedies on Parity With Prior Bonds. The exercise of any
remedies set forth in Sections 9.02 and 9.03 above shall recognize and protect the parity
rights of the owners of the Prior Bonds, the Series 1997C Bonds and the Series 1997D
Bonds.

TICLE

MISCELLANEOUS

Section 10,01. Amendment or Modification of Resolution. No material
modification or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the respective rights of
Registered Owners of the Bonds shall be made without the consent in writing of the
Registered Owners of sixty-six and two-thirds percent (66 2/3 %) or more in principal amount
of the Bonds so affected and then Outstanding; provided, that no change shall be made in the
maturity of any Bond or 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 revenues of the System without the consent of the respective Registered Owner
thereof. No amendment or modification shall be made that would reduce the percentage of
the principal amount of Bonds required for consent to the above-permitted amendments or
modifications.

Section 10,02. Resolution Constitutes Contract. The provisions of the
Resolution shall constitute a contract between the Issuer and the Registered Owners of the
Bond and no change, variation or alteration of any kind of the provisions of the Resolution
shall be made in any manner, except as in this Resolution provided.

Section 10.03. 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 and the Bond.
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Section 10,04. 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 10,05, Conflicting Provisions. All orders or resolutions and parts
thereof in conflict with the provisions of this Resolution except for the Prior Resolutions, are,

to the extent of such conflict, hereby repealed and to the extent that a conflict arises between
this Resolution and the Prior Resolutions, the more restrictive provision shall prevail.

Section 10.06. Covenant of Due Procedure, Etc. The Issuer covenants that ali
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.
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Section 10.07. Effective Date. This Resolution shall take effect immediately
upon adoption.

Adopted this __ day of , 1997,

SHADY SPRING PUBLIC SERVICE DISTRICT
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the Public Service Board
of Shady Spring Public Service District on the day of
1997.

>

Dated: , 1997.

/ e T Zr

Secretary, Public Service Board

[SEAL]
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EXHIBIT A
DESCRIPTION OF PROJECTS

Project Description - Construction of an extension of the Beaver Creek Intercepter
Collection System which will collect wastewater from 216 customers and transport the
wastewater by interceptor sewer down Glad Fork and Beaver Creek to the District’s
existing collection system which said extension will consist of 22,100 lineal feet of 10"
pipe, 32,400 feet of 8" pipe and 4,300 feet of 6" pipeline.



EXHIBIT C

SCHEDULE OF RATES - SEE TAB 16



2.3
SUPPLEMENTAYL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,
SALE PRICES, AND OTHER TERMS OF THE SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER REVENUE BOND, SERIES 1997B,
DESIGNATING A REGISTRAR, PAYING AGENT, DEPOSITORY BANK,
AND CONSTRUCTION TRUST FUND DEPOSITORY BANK; APPROVING
LOAN AGREEMENT WITH RESPECT TC THE BOND; AND MAKING OTHER
PROVISIONS AS TO THE BOND.

WHEREAS, the Shady Spring Public Service District (the
"District") has duly and officially adopted a Bond Resolution on June 12,
16987 (the "Resclution"), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC SEWERAGE FACILITIES OF SHADY
SPRING PUBLIC SERVICE DISTRICT AND THE FINANCING OF

. THE COST THEREOF, NOT OTHERWISE PROVIDED, THROUGH
THE ISSUANCE OF NOT MORE THAN $179,000 IN AGGREGATE
PRINCIPAL AMOUNT OF SHADY SPRING PUBLIC SERVICE
DISTRICT SEWER  REVENUE BOND, SERIES 1987¢;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED OWNERS OF SAID BOND;
RATIFYING A LOAN AGREEMENT WITH THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY AND THE WEST VIRGINIA
DIVISION OF ENVIRONMENTAL PROTECTION RELATING TO
SATID BOND; AUTHORIZING THE SALE AND PROVIDING FOR
THE TERMS AND PROVISIONS OF SAID BOND; AND ADOPTING
OTHER PROVISIONS RELATING THERETO.

WHEREAS, the Resolution provides for the issuance of the Shady
Spring Public Service District Sewer Revenue Bond, Series 19978 (the
"Bond") in aggregate principal amount not to exceed $179,000 n accordance
with Chapter 16, Article 13A, of the Code of West Virginia, 1931, as
amended, {(the "Act"), but requires that the dates, interest rates,
maturities, sale prices and other terms of the Bond should be established
by a supplemental resclution;

WHEREAS, the Bond is proposed to be purchased by United States
of American, United States Department of Agriculture, Rural Utilities
Service {the “RUS”); and

WHEREAS, the Public Service Board (the "Board") of the District
deems 1t essential and desirable that this resolution (the "Supplemental
Resoluticon"), be adopted and that the prices, the maturity dates, the
redemption provisions, the interest rates, and the interest and principal
dates of the Bond be fixed hereby in the manner stated herein; that the
Loan Agreement be approved; and that other matters relating to the Bond be
herein provided for.

WHEREAS, capitalized terms not otherwise defined shall have the
meanings given such terms in the Resolution.



NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF
THE SHADY SPRING PUBLIC SERVICE DISTRICT:

Sectign 1. Pursuant to the Resolution, the Act, and this
Supplemental Resolution, the Bond shall be in the aggregate principal
amount of $179,000 with the following provisions:

(A) The Bond shall be originally issued in the form of
a single bond, numbered AR-2, in the principal amount of $179,000. The
Bond shall be dated the date of delivery thereof, shall bear interest at
the rate of 4.78 percent 4,780%)} per annum from the date of delivery to and
including the 20 year life of the loan, which principal shall be pavable
in monthly installments of interest only on the amounts advanced commencing
on the 15th day of the month following the month of delivery of the Bond
and on the 15th day of each month thereafter for the first 24 months after
the date thereof and thereafter on the 15th day of each month in
installments of principal and interest in the aggregate amount of $865.00,
except that the final installment shall be paid at the end of the 40 years
from the date of the Bond.

(B} The Bond shall be sold to the RUS in accordance with
its terms at a price equal to 100% of the principal amount thereof.
Section 2. All other provisions relating to the Bond shall be
as provided 1in the Resolution, and the Bond shall be in substantially the
form provided in the Resclution with such changes, insertions and omissions
as may be approved by the Chairman of the District. The execution of the
Bond by the Chairman shall be conclusive evidence of such approval.

Section 3. The District hereby appoints and designates First
State Bank & Trust, Beckley, West Virginia, as the Depository Bank, as
provided in the Resolution.

Section 4. The District hereby appoints and designates Bank
One, West Virginia, Charleston, National Assocciation, Charleston, West
Virginia, as Registrar for the Bond.

Section 5. The District hereby appoints and designates the
West Virginia Municipal Bond Commission (the "Commission"), Charleston,
West Virginia as Paying Agent for the Bond.

Section &, The Chairman and Secretary/Treasurer are hereby
authorized and directed to execute and deliver such other documents and
certificates, including the Registrar's Agreement, required or desirable
in connection with the Bond hereby and by the Resolution approved and
provided for, to the end that the Bond may be delivered to RUS on or about
June 24, 1997. The Bond may be delivered to the Authority pursuant to the
Loan Agreement on or about June 24, 1997.

Section 7. The financing of the Project in part with proceeds
of the Bond is in the public interest, serves a public purpose of the
District and will promote the health, welfare and safety of the residents
of the District.



Section 8. The District hereby directs the Depository Bank to
initially invest all monies in the funds and accounts established under the
Bond Resolution in Qualified Investments further directed by the District.

Section 9. This Supplemental Resolution shall be effectived
immediately upon adoption.

Dated: June 12, 199387

SHADY SPRING PFUBLIC SERVICE DISTRICT

P

7

0 Chalrman

Secretary/Treasuzrer




6(b) Certified Copy of Series 1997C Bond
Resolution and Supplemental Resolution of
the Issuer adopted on June 12, 1997



HADY PUBLI VICE DI T
(SRF)

BOND RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION  OF CERTAIN  EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS TO
THE EXISTING PUBLIC SEWERAGE FACILITIES OF
SHADY SPRING PUBLIC SERVICE DISTRICT AND TO
FINANCE THE COST OF SUCH ACQUISITION AND
CONSTRUCTION  OF CERTAIN  EXTENSIONS,
ADDITIONS, BETTERMENTS AND IMPROVEMENTS AND
TO PAY OTHER COSTS IN CONNECTION THEREWITH,
NOT OTHERWISE PROVIDED, THROUGH THE
ISSUANCE OF NOT MORE THAN $2,500,000 IN
- AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING
PUBLIC SERVICE DISTRICT SEWERAGE SYSTEM
REVENUE BONDS, SERIES 1997C, PROVIDING FOR THE
RIGHTS AND REMEDIES OF AND SECURITY FOR THE
REGISTERED OWNERS OF SAID BONDS:; RATIFYING
THE LOAN AGREEMENT WITH THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY AND THE WEST
VIRGINIA DIVISION OF ENVIRONMENTAL
PROTECTION RELATING TO SAID BONDS:;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SAID BONDS; AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

TICLE

- STATUTORY AUTHORITY, DEFINITIONS AND FINDINGS

Section 1.01. Authonty for this Resolution. This Resolution is adopted

pursuant to the provisions of the Act and other applicable provisions of law.



Section 1,02, Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

“ARC” means the Appalachian Regional Commission and any successors to
the funds of the ARC.

“ARC Grant” means the grant from ARC in the amount of $715,200.

"Authority” means the West Virginia Water Development Authority, which is
expected to be the original purchaser of each Bond, or any other agency of the State that
succeeds to the functions of the Authority.

"Authorized Officer" means the Chairman of the Governing Body of the Issuer
or any other person duly appointed as such by the Governing Body.

"Bank" means the bank to be set forth in a resolution supplemental hereto.

"Board" means the public service board of the Issuer and shall include the
membership of the Board as may hereafter be duly constituted as the legal successors to the
present membership or any other authority vested with and authorized to exercise the powers
of the Issuer.

"Bond" or "Bonds" means the Shady Spring Public Service District Sewerage
System Revenue Bond, Series 1997C, originally authorized hereby, and any pari passu
additional bonds hereafter issued within the terms, restricions and conditions contained in
this Resolution.

"Bondholders" "Holder of the Bonds," "Holder," "Registered Owner," "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 Register” means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter defined for the registration and transfer of
the Bonds.



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

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

"Certificate of Authentication and Registration" means the certificate of
authentication and registration on the Bond in substantially the form set forth in the bond
form contained herein.

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

"Closing Date" means the date upon which there is an exchange of the Bond
for a portion of the proceeds representing the purchase of the Bond by the Authority.

"Code" means the Internal Revenue Code of 1986, as amended, including the
rules and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Construction Trust Fund" means the Bond Construction Trust Fund
established by Section 5.01(3).

"Consulting Engineers" means L. A. Gates Company, Beckley, West Virginia,
or any engmeer or firm of engineers of reputation for skill and experience with respect to the
planning and design of sewerage systems or facilities that shall at any time hereafter be
retained by the Issuer as Consulting Engineers for the System.

"Costs" or "Costs of the Project” or any similar phrase means those costs
descnibed 1n Section 1.04G hereof to be a part of the cost of planning, design, construction
and acquisition of the Project.

“Debt Service" means the scheduled amount of interest and amortization of
principal payable on the Series 1997C Bond, as hereinafter defined, during the period of
computation, excluding amounts scheduled during such period which relate to principal
which has been retired before the beginning of such period.



"DEP" means the West Virginia Division of Environmental Protection, a
division of the West Virginia Bureau of Environment.

"Depository Bank” means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinafter defined, which Depository Bank shall be named in the Supplemental Resolution,
and any successor thereto.

"Excess Investment Earnings" means an amount equal to the sum of:
(A) The excess of

(1)  The aggregate amount earned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Bonds are invested
[other than amounts attributable to an excess described in this clause (A) of
this definition of Excess Investment Earnings), over

(1)  The amount that would have been eamed if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Earnings)
had been equal to the Yield on the Bond, plus

(B) Any income attributable to the excess described in clause (A) of this
definition of Excess Investment Earnings.

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

"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 is now or may 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, including (i) such obligations which have been stripped from their unmatured
interest coupons, interest coupons stripped from such obligations and receipts or certificates
evidencing payments from such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct



obligations of, or specified obligations which are unconditionally and fully guaranteed by,
the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof
in the capacity of custodian and (iii) obligations, the sole source of the payment of the
principal of and interest on which are obligations of the nature of those described in clause
(1), which are irrevocably pledged for such purposes.

"Gross Proceeds” means the sum of the following amounts:

(I)  Onginal proceeds, namely, net amounts received by
or for the Issuer as a result of the sale of the Bond, excluding
original proceeds which become transferred proceeds
(determined in accordance with applicable Regulations) of
obligations issued to refund in whole or in part the Bond;

(i) Investment proceeds, namely, amounts received at

any time by or for the Issuer, such as interest and dividends,

" resulting from the investment of any original proceeds (as

referenced in clause (i) above) or investment proceeds (as

referenced in this clause (ii)) in Nonpurpose Investments,

increased by any profits and decreased (if necessary, below

zero) by any losses on such investments, excluding investment

proceeds which become transferred proceeds (determined in

accordance with applicable Regulations) of obligations issued
to refund in whole or in part the Bonds;

(u1)  Transferred proceeds, namely, original proceeds of
any prior obligations, and interest earnings and profits less
losses resultmg from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any prior obligations and which are
deemed to become proceeds of the Bonds ratably as original
proceeds of the Bonds, and interest earnings and profits
resulting from investment of such original proceeds in
Nonpurpose Investments, which are used to discharge the
outstanding principal of any such prior obligations, all on the
date of such ratable discharge;

(iv)  Sinking fund proceeds, namely, amounts, other than
onginal proceeds, investment proceeds or transferred proceeds



[as referenced in clauses (i) through (iii) above] of the Bonds,
which are held in any fund to the extent that the Issuer
reasonably expects to use such other fund to pay Debt Service;

(v)  Amounts in the Reserve Accounts and in any other
fund established as a reasonably required reserve or replacement

fund;

(vi)  Investment Property pledged as security for payment
of Debt Service on the Bonds by the Issuer;

(vil)  Amounts, other than as specified in this definition,
used to pay Debt Service on the Bonds; and

(vili)  Amounts received as a result of investing amounts
described in this definition.

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

"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 or investment-type property,
excluding, however, obligations the interest on which is excluded from gross income under
Section 103 of the Code for federal income tax purposes.

~ "Issuer” or "District” means the Shady Spring Public Service District, a public
corporation and political subdivision of the State.



"Loan Agreement” means the Water Pollution Control Revolving Fund Loan
Agreement dated May 6, 1997, by and among the Authorty, the DEP and the Issuer
providing for the purchase of the Bonds from the Issuer by the Authority which is attached
as Exhibit B hereto and incorporated herein by reference.

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

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

"Nonpurpose Investment” means any Investment Property which is acquired
with the Gross Proceeds of the Bonds and is not acquired in order to carry out the
governmental purpose of the Bonds.

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

“Original Bonds™ or “Bonds” means the not to exceed $2,500,000 Shady
Spring Public Service District Sewerage System Revenue Bond, Series 1997C.

"QOutstanding,” 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, notices or
other action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

"Parity Bonds" means additional Bonds issued under the provisions and within
the limitations prescribed by Section 7.08 hereof.

"Paying Agent" means the Commission.

"Prior Bonds" means the District’s Sewer Revenue Bonds, Series 1982B,
issued in the original principal amount of $795,515 (the “Series 1982B Bonds™), the
District’s Sewer Revenue Bonds, Series 1994A, issued in the original amount of $170,532
(the “Series 1994A Bonds”) and the District’s Sewer Revenue Bonds, Series 19964, issued
in the aggregate amount of $151,800 (the “1996A Bonds,” and collectively with the Series
1982B Bonds and the Series 1994A Bonds, the “Prior Bonds™).

" “Prior Resolutions” means the Bond Resolutions adopted by the Board with
respect to the Prior Bonds.

"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 natural person, including all persons "related” to such person within the meaning of
Section 144(a)(3) of the Code, excluding, however, use by a state or local governmental unit
and use as a member of the general public. All of the foregoing shall be determined in
accordance with the Code, including, without limitation, giving due regard to "incidental
use," if any, of the proceeds of the issue and/or proceeds used for "qualified improvements,”
if any.

"Program” shall mean the planning and design of certain extensions, additions,
betterments and improvements to the sewerage facility program coordinated through the
capitalization grants program established under the Clean Water Act and administered by the
DEP.

"Project” means the acquisition and construction of certain extensions,
additions, betterments and improvements to the sewerage facility by the Issuer substantially
as described in Exhibit A attached hereto and incorporated herein by reference.



"PSC" means the Public Service Commission of West Virginia and any
successors to the functions thereof.

"PSC Order" means the recommended decision of the PSC in Case No.
which grants the Issuer approval of financing and approval of rates.

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

(b) 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; the Governmental! National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;

(c)  Any bond, debenture, note, participation certificate or other
similar obligation 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;

(d) Time accounts, (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking arrangements)
which, to the extent not insured by the FDIC, shall be secured by a pledge of
Government Obligations, provided, that such Government Obligations pledged
either must mature as nearly as practicable coincident with the maturity of said
time account or must be replaced or increased so that the market value thereof
1s always at least equal to the principal amount of said time account;

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

(f)  Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (d) 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 paid
repurchase agreements, and provided further that the owner 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;

(g) The "consolidated fund" (or any distinct portion thereof)
managed by the West Virginia State Board of Investments pursuant to Article
6, Chapter 12 of the Code of West Virginia, 1931, as amended; and

(h)  Advance-Refunded Municipal Bonds.

“USDA Rural Utilities Service” or “Government” means the USDA Rural
Utilities Service.

“USDA Rural Utilities Service Grant” means the grant from USDA Rural
Utilities Service or Government in the amount of $910,000.

"Renewal and Replacement Fund” means the Renewal and Replacement Fund
established or continued by Section 5.01(2).

"Reserve Account” means the account in the Sinking Fund, as hereafter
defined, created by Section 5.02(1)(a) hereof.

"Reserve Requirement” means as of any date of calculation the maximum
amount of principal and interest with will become due on the Bonds in the then current or
any succeeding year.

"Resolution” shall mean this Resolution, as from time to time amended or
supplemented.

"Revenue Fund" means the Revenue Fund established or continued by Section
5.01(1).

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

"SRF Regulations" means the regulations set forth in Title 47, Series 31 of the
West Virginia Code of State Regulations.
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"Secretary” means the Secretary of the Governing Body of the Issuer.

“Series 1982 A Bonds” means the Sewer Revenue Bonds of Issuer issued
August 1, 1982, m the aggregate principal amount of $2,680,000, to be refunded
simultaneously herewith the Issuer’s Sewer Revenue Refunding Bonds, Series 1997D.

"Series 1982 B Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.04(N) issued August 1, 1982, in the original amount of $795,515.

"Series 1994 A Bonds" means the Sewer Revenue Bonds of Issuer described
in Section 1.04(N) issued June 8, 199,4 issued in the original amount of $170,532.

“Series 1996A Bonds” means the Sewerage Revenue Bonds of the Issuer
described in Section 1.04(N) issued in the original amount of $151,800.

“Series 1997B Bonds” means the Sewer Revenue Bonds of the Issuer issued
simultaneously herewith in the original amount of $179,000.

“Series 1997D Bonds” means the Sewer Revenue Bonds of the Issuer issued
simultaneously herewith for the purpose of refunding the Series 1982A Bonds.

"Sinking Fund" mean the Sinking Fund established by Section 5.02(1) hereof,
"State" means the State of West Virginia.

"Supplemental Resolution” means any resolution 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 Bond; provided, that
any matter intended by this Resolution to be included in the Supplemental Resolution with
respect the Bond and not so included may be included in another Supplemental Resolution.

"Surplus Revenues" means the Net Revenues not required by this Resolution
or the Prior Resolutions to be set aside and held for the payment of or security for the
Bonds, the Prior Bonds or any other obligations of the Issuer, including but not limited to the
Renewal and Replacement Fund, the Reserve Accounts and Sinking Funds, the proceeds of
which Bonds or other obligations are to be used to pay Costs of the Projects.

"System" means the public service properties for the collection, treatment,

purification or disposal of liquid or solid wastes, sewage or industrial wastes, owned by the
Issuer, and any improvements or extensions thereto, both within and without the boundaries

....]_1_



of the District, and shall include any extensions, additions, betterments and improvements
thereto, including the facility, hereafter acquired or constructed for said sewerage system
from any sources whatsoever, both within and without said District.

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

"Yield" means that yield which, when used in computing the present worth of
all payments of principal and interest (or other payments in the case of Nonpurpose
Investments which require payments in a form not characterized as principal and interest) on
a Nonpurpose Investment or on the Bond, produces an amount equal to the Purchase Price
of such Nonpurpose Investment or the Bond, all computed as prescribed in applicable
Regulations.

Additional terms and phrases are defined in this Resolution as they are used.
Accounting terms not specifically defined herein shall be given meaning in accordance with
generally accepted accounting principles.

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.

The terms "herein," "hereunder,” "hereby," "hereto,” "hereof” and any similar
terms refer to this Resolution; and the term "hereafter” means after the date of adoption of
this Resolution.

Articles, sections and subsections mentioned by number only are the respective
articles, sections and subsections of this Resolution so numbered.

Section 1.03. Resolution Constitutes Contract. In consideration of the
acceptance of the Bond by those who shall be the Registered Owners of the same from time

to time, this Resolution shall be deemed to be and shall constitute a contract between the
[ssuer and such Bondholders and the covenants and agreements herein set forth to be
performed by the Issuer shall be for the benefit, protection and security of the Registered
Owners of any and all such Bonds, all of which shall be of equal rank and without
preference, prionity or distinction between any one Bond and any other Bonds by reason of
priority of issuance or otherwise, except as expressly provided therein and herein.
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Section 1,04 Findings. It is hereby found, determined and declared as
follows:

A. The Issuer is a public corporation and political subdivision of the State
in Raleigh County, West Virginia.

B. The Issuer presently owns and operates a public sewerage system.

C. It is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer that there be acquired and constructed, the Project, consisting of
certain improvements, extensions or betterments to the existing System, as described in
Exhibit A attached hereto at an aggregate estimated cost of $4,001,504, in accordance with
plans and specifications to be prepared by the Consulting Engineers, which plans and
specifications following approval by DEP will be on file with the District.

D.  The estimated revenues to be derived in each year after completion of
the Project from the operation of the System will be sufficient to pay all the costs of the
operation and maintenance of the System, the principal of and interest on the Bonds and the
Prior Bonds and the Series 1997B Bonds and the Series 1997D Bonds and all sinking funds,
reserve accounts and other payments provided for herein, in the Prior Resolutions and in the
PSC Order.

E. The estimated maximum cost of the acquisition and construction of the
Project is $4,001,504, which will be permanently obtained from the Bonds herein authorized
and the Series 1997B Bonds, issued simultaneously herewith, and an ARC Grant and RUS
Grant. The Issuer may obtain such other grants and contributions or from other sources as
may be necessary to pay Costs of the Projects.

F. The period of usefulness of the System after completion of the Projects
will not be less than twenty (20) years.

G. It is deemed necessary for the Issuer to issue its sewerage revenue bonds
in the aggregate principal amount of not more than $2,500,000, initially to be represented by
a single bond, being the Shady Spring Public Service District Sewerage System Revenue
Bond, Series 1997C and $170,000, initially to be represented by a single bond, being the
Shady Spring Public Service District Sewerage System Revenue Bond, Series 1997B, to
permanently finance the costs of acquisition and construction of the Project. Said costs shall
be deemed to include the cost of all property rights, easements, and franchises deemed
necessary therefor; the cost of the construction of said extensions, additions, betterments and
improvements to the System and any other expenses necessary, incidental, desirable or

-13~



appurtenant to the acquisition and construction of the Project and such replacements as are
necessary therefor; the Tap Fee; the cost of interim financing for such Project; interest on the
bonds, prior to, during and for six months after the estimated date of completion of
construction of the Project; engineering and legal expenses; expenses for estimates of costs
and revenues; expenses for plans, specifications and surveys; expenses for the service of
registrars, paying agents, depositories or other agents in connection with the issuance of the
Bonds, and such other expenses as may be necessary or desirable to said acquisition and
construction of the project and placing the same in operation and the financing authorized
by this Resolution.

H. It 1s in the best interests of the Issuer that the that the Series 19978
Bonds be sold to RUS pursuant to the terms and provisions of the Letter of Conditions and
the Series 1997C Bonds be sold to the Authority pursuant to the terms and provisions of the
Loan Agreement.

L. It is in the best interest of the Issuer and the Issuer is hereby authonized
and empowered to issue revenue refunding bonds to refund, pay or discharge all or any part
of its outstanding Series 1982A Bonds. The Issuer is advised that present value debt service
savings will be realized as a result of the refunding of the Series 1982A Bonds. The Issuer
hereby determinesd that it will be to the benefit of the Issuer and its residents to advance-
refund the Series 1982A Bonds by applying the proceeds of the Series 1997D Bonds and
certain other monies to purchase obligations of the United States goverment to be deposited
in the Escrow Fund pursuant to the terms of the Escrow Agreement to redeem the Series
1982A Bonds on the first permitted Redemption Date, in the maximum aggregate principal
amount of not to exceed $3,600,000, and other moneys of the Issuer, such Series 1997 D
Bonds to be secured by and payable from the Net Revenues of the System, on a parity with
the Prior Bonds, the Series 1997B Bonds and Series 1997C Bonds.

J. It is in the best interests of the Issuer that its Series 1997D Bonds be
sold to the Water Development Authority pursuant to a Loan Agreement and made a part
hereof, to take advantage of the favorable terms available to the Issuer.

K. Itis deemed necessary for the Issuer to issue its revenue bonds, being
the Shady Spring Public Service District Sewer Refunding Revenue Bonds, Series 1997D
Bonds in the aggregate principal amount of not more than $3,600,000 to permanently finance
the cost of refunding the District’s Series 1982A Bonds. Said costs shall be deemed to
include the cost of paying in full the entire outstanding principal of, the redemption premium,
if any, and the interest on, the Series 1982A Bonds; amounts which may be deposited in the
Reserve Account; other expenses necessary or incident to determining the feasibility or
practicability of the enterprise; administrative expense, commitment fees, fees of the
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Authority, discount, initial fees for the services of registrars, paying agents, depositories or
trustees or other costs in connection with the sale of the Bonds and such other expenses as
may be necessary or incidental to the financing herein authorized and the performance of the
things herein required or permitted, in connection with any thereof.

L. It is in the best interests of the Issuer that the Series 1997D Bonds be
sold to the Authority pursuant to the terms and provisions of the Loan Agreement.

M. The Issuer has complied with all requirements of West Virginia law
relating to authorization of the construction, acquisition and operation of the Project and
issuance of the Bonds, or will have so complied prior to issuance of any thereof, including,
among other things, the obtaining of the PSC Order, the time for rehearing and appeal of
which have expired and the written approval of the West Virginia Infrastructure and Jobs
Development Council.

N. There are outstanding obligations of the Issuer which will rank either
on a parity with or junior or subordinate to the Bond as to liens, pledge and source of and
security for payment, which obligations are designated and have the lien positions with
respect to the Bond as follows:

Designation Lien Position
Water Development Authority - Sewer First Lien (Parity)

Revenue Bonds, Series 1982B dated
August 1, 1982, issued in the original
principal amount of $795,515

(the "Senies 1982 B Bonds"),

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1994A dated

June 6, 1994, issued in the original

principal amount of $170,532

(the "Series 1994A Bonds");

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1996 A dated

Apnl 25, 1996, issued in the original

principal amount of $151,800

(the “1996 A Bonds™).
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The Series 1982B Bonds, the Series 1994A Bonds and the Series 1996A Bonds
First Lien (Parity) are hereinafter called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior Bonds and with the Series
1997B Bonds and Series 1997D Bonds issued simultaneously herewith with respect to the
liens, pledge and source of and security for payment and in all other respects the Issuer has
complied with the requirements for issuance of parity bonds in the Prior Resolutions. Other
than the Prior Bonds and the Series 1997B Bonds and Series 1997D Bonds issued
simultaneously herewith, there are no outstanding bonds or obligations of the Issuer which
are secured by the revenues or assets of the System.

Q.  The Issuer has, by certification from an independent certified public
accountant, met the parity test of Section 7.07 of the Prior Resolutions.
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ARTICLE I

AUTHORIZATION OF EXTENSIONS, ADDITIONS,
BETTERMENTS AND IMPROVEMENTS TO SYSTEM

Section 2.01. Authorization of Extensi itions, B n
Improvements. There is hereby authorized the acquisition and construction of the Project
in accordance with plans and specifications prepared by the Consulting Engineers, approved
by DEP and the Issuer and is on file in the office of the Board.

Prior to issuing the Bonds for the acquisition and construction of the Project,

the Issuer must receive acceptable bids or enter into contracts for the acquisition and
construction of the Project, compatible with the financing plan submitted to the Program.

-17-~



ARTI IIT

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

Section 3.01. Authorization of Bond. For the purposes of financing a portion
of the costs, not otherwise provided, of the acquisition and construction of the Project,
funding a reserve account for the Bond, and paying certain costs of issuance and related
costs, or any of such purposes as shall be specified in the Supplemental Resolution, there
shall be issued negotiable bonds of the Issuer in an aggregate principal amount of not more
than $2,500,000 for the Series 1997C Bond. Said Bonds shall be issued as one bond to be
designated "Shady Spring Public Service District Sewerage System Revenue Bond, Series
1997C." Original Bonds shall be dated as of the date of delivery thereof, shall bear such
interest, shall mature at such times, not exceeding twenty-one (21) years after the date of
completion, and in such amount as shall be set out in Schedule X to the Loan Agreement and
the Supplemental Resolution. The Original Bonds shall not bear interest during the
construction period but interest shall commence accruing on the completion date as defined
in the SRF Regulations, provided that the annual repayment of principal and payment of
interest shall begin not later than one (1) year after the completion date. The repayment of
principal and interest on the Bonds shall be as set forth on Schedule Y to the Loan
Agreement. The Bonds shall contain such other terms, provisions, conditions and
limitattons, all as provided by this Resolution and the Loan Agreement and as the Goveming
Board of the Issuer shall prescribe by resolution (or by supplemental or amendatory
Resolution of said Governing Board as said Govemning Board shall determine) adopted in
connection with the sale of such Bonds.

The Bonds shall be payable as to principal at the principal 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 Unmited States of America.
Interest on the Bonds shall be paid by check or draft mailed to the registered owner thereof
at the address as it appears on the books of the Bond Registrar, provided, that so long as the
Authority is the owner thereof, interest on the Bonds may be paid by wire transfer or other
methods satisfactory to the Issuer, the Paying Agent and the Authority.

Unless otherwise provided by the Supplemental Resolution, the Bond shall be
issued in the form of a single bond, fully registered to the Authority, with a record of
advances and a payment record attached, representing the aggregate principal amount, and
shall mature in principal installments, all as provided in the Loan Agreement and said
Supplemental Resolution. Bonds shall be exchangeable at the option and expense of the
Bondholder for other fully registered Bond in aggregate principal amount equal to the
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amount of said Bonds then Outstanding, with principal installments or maturnties, 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 may be issued in fully registered form, in the
denomination of $5,000 or any integral multiple thereof, all as determined by a Supplemental
Resolution. Said Bonds shall be dated as of the date specified in said Supplemental
Resolution and shall bear interest from such date.

Section 3.02. [Reserved]

Section 3.03. Additional Temms of Bond. In addition to the terms set forth in
Section 3.01 hereof and in anticipation of the sale of the Bonds to the Authority, the District
covenants that the Bonds shall comply in all respects with the provisions of the Loan
Agreement and of any resolution of the Authority and/or DEP.

Section 3.04. Execution of Bond. The Bonds shall be executed in the name
of the Issuer by the Chairman, and the seal of the Issuer shall be affixed thereto or imprinted
thereon and attested by the Secretary-Treasurer. In case any one or more of the officers who
shall have signed or sealed any of the Bonds shall cease to be such officer of the Issuer
before the 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 Series 1997C Bond has not ceased to hold such office. Any
Bond may be signed and sealed on behalf of the Issuer by such person as at the actual time
of the execution of such Bond shall hold the proper office in the Issuer, although at the date
of such Bond such person may not have held such office or may not have been so authorized.

Section 3.05. Authentication and Registration. No Bond shall be valid or
obligatory for any purpose or entitled to any security or benefit under this Resolution 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 such Bond shall
be conclusive evidence that such Bond has been authenticated, registered and delivered under
this Resolution. The Certificate of Authentication and Registration on any Bond shall be
deemed to have been executed by the Bond Registrar if manually signed by an authorized
officer of the Bond Registrar, but it shall not be necessary that the same officer sign the
Certificate of Authentication and Registration on all of the Bonds issued hereunder.
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Section 3.06. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Bonds shall be and have all of the
qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
State, and each successive Holder in accepting any of said 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, and each
successive Holder shall further be conclusively deemed to have agreed that said Bond shall
be incontestable in the hands of a bona fide holder for value,

So long as any of the Bonds remain Qutstanding, the Issuer, through the Bond
Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

The Bond 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.

* Inall cases in which the privilege of exchanging the Bonds or transferring the
Bonds is exercised, the Bonds shall be delivered in accordance with the provisions of this
Resolution. All Bonds surrendered in any such exchanges or transfers shall forthwith be
canceled by the Bond Registrar. For every such exchange or transfer of Bond, 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 obligated to make any such exchange or transfer of the
Bonds during the period commencing on the fifteenth day of the month preceding an interest
payment date on the Bonds or, in the case of any proposed redemption of Bonds, next
preceding the date of the selection of the Bonds to be redeemed, and ending on such interest
payment date or redemption date.

Section 3.07. 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 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 furishing proof of its ownership thereof and satisfactory indemnity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
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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.

Any such duplicate Bonds issued pursuant to this Section shall constitute
original, additional contractual obligations on the part of the Issuer, whether or not the lost,
stolen or destroyed Bonds be at any time found by anyone, and such duplicate bonds shall
be entitled to equal and proportionate benefits and rights as to lien and source of security for
payment from the revenues pledged herein with all other bonds issued hereunder.

Section 3.08. Bonds not to be Indebtedness of the Issuer. The 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 and amounts, if any,
in the Reserve Account. No Holder or Owners of any of the Bonds shall ever have the right
to compel the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the
interest thereon.

Section 3.09. Bonds Secured by Pledge of Net Revenues. The payment of the
debt service on all the Bonds shall be secured forthwith equally and ratably with each other

by a first lien on the Net Revenues derived from the System on a parity with the lien on such
Net Revenues in favor of the Holders of the Prior Bonds, the Series 1997B Bonds and the
Series 1997D Bonds. Such Net Revenues in an amount sufficient to pay the principal of and
interest on and other payments for the Prior Bonds, the Series 1997B Bonds, the Series
1997D Bonds and the Bonds and to make the payments into the Sinking Funds, the Reserve
Account therein and in the Renewal and Replacement Fund hereinafter continued or
established and to make the payments requested by this Resolution, the Prior Resolutions,
the Series 1997B Bonds Resolution and the Series 1997D Bonds Resolution, and are hereby
irrevocably pledged to the payment of the principal of and any interest on the Bonds as the
same become due.

Section 3.10. Form of Series 1997C Bond. The text of the Series 1997C

Bond 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 1997C Bond]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SHADY SPRING PUBLIC SERVICE DISTRICT
SEWERAGE SYSTEM REVENUE BOND, SERIES 1997C

No. AR-1 $2,197,304

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a public corporation and political subdivision of the State of West
Virginia in Raleigh 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
Two Million One Hundred Ninety-Seven Thousand Three Hundred and Four and 00/100
Dollars ($2,197,304), or such lesser amount as shall have been advanced to the Issuer
hereunder and not previously repaid, as set forth in the "Record of Advances" attached as
Exhibit A hereto and incorporated herein by reference, in installments on the 1st day of
December, the 1st day of March, the 1st day of June and the 1st day of September in each
year beginning December 1, 1998, as set forth on the "Schedule of Annual Debt Service"
attached as Exhibit B hereto and incorporated herein by reference, with interest on each
installment at the rate of two percent (2%) per annum as set forth on said Exhibit B. The
SRF Administrative Fee shall also be payable quarterly on the 1st day of December, the 1st
day of March, the 1st day of June and the 1st day of September of each year beginning
December 1, 1998 as set forth on Exhibit B attached hereto.

Principal installments of this Bond are payable in any coin or currency which,
on the respective dates of payment of principal, is legal tender for the payment of public and
private debts under the laws of the United States of America, at the office of the West
Virginia Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
Division of Environmental Protection, a division of the West Virginia Bureau of
Environment (the "DEP"), and upon the terms and conditions prescribed by, and otherwise
n compliance with, the Loan Agreement dated May 6, 1997, among the Authority, the DEP
and the Issuer.
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This Bond is issued in the aggregate principal amount of $2,197,304 (i) to pay
the costs of acquisition and construction of certain improvements and extensions to the
existing sewerage system of the Issuer (the "Project”), and (ii) to pay certain costs of
issuance hereof and related costs. 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 Code of West Virginia, 1931, as amended (the
"Act"), a Resolution duly adopted by the Issuer on the 12th day of June, 1997, and a
Supplemental Resolution adopted by the Issuer on the 12th day of June, 1997 (collectively
called the "Resolution"), and is subject to all the terms and conditions thereof. The
Resolution 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 Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OQUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN THE
RESOLUTION, AND THE SERIES 1997B BONDS AND THE SERIES 1997D BONDS
ISSUED SIMULTANEOUSLY HEREWITH.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Resolution) 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 Prior Bonds and the Series 1997B
Bonds and Series 1997D Bonds issued simultaneously herewith, and moneys in the Reserve
Account created under the Resolution and unexpended proceeds of the Bond (the "Bond
Proceeds"). Such Net Revenues shall be sufficient to pay the principal of and interest on all
bonds which may be issued pursuant to the Act and which shall be set 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 thereon except from said
special fund provided from the Net Revenues, the moneys in the Reserve Account and
unexpended Bond Proceeds. Pursuant to the Resolution, 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 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 amount required to pay the maximum amount
due in any ensuing fiscal year of principal of and interest, if any, on all obligations on a
parity with or prior to the Bonds including the Prior Bonds and the Series 1997B Bonds and
Series 1997D Bonds issued sunultaneously herewith, payable from such revenues, provided
however, that so long as there exists in the Reserve Account an amount equal to the
maxtmum amount of principal and interest which will become due on said Bond in the then
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current year or any succeeding year and the reserve account for any other obligations
outstanding on a parity with the Bond including the Prior Bonds and the Series 1997B Bonds
and Series 1997D Bonds, is funded at 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 Resolution. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Resolution, 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 Resolution, only upon the books of the Bank One, National
Association, as registrar (the “Registrar”) by the Registered Owner, or by its attorney duly
authorized in writing, upon the surrender of this Bond together with a written instrument of
transfer satisfactory to the Registrar duly executed by the Registered Owner or its attorney
duly authorized 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, shall be
applied solely to the payment of the costs of the Project described in the Resolution, and
there shall be and hereby is created and granted a lien upon such moneys, until so applied,
n favor of the 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 in the
issuance of this Bond have existed, 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 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 Resolution, 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, SHADY SPRING 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-Treasurer, and has caused this Bond to be dated June 24,
1997.

[SEAL]

Chairman

ATTEST:

Secretary
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R TE OF AUTHENTI I IST N

This Bond is one of the Senes 1997C Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

Date: 1997.

I

, as Registrar

By

Its Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT
(DS (7 $
2)$ 8) $
(3)$ 9) $
4)$ (10) $
(5)$ (11) $
6)$ (12) $

TOTAL $

DATE
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EXHIBIT B

SCHEDULE OF ANNUAL DEBT SERVICE

SEE LOAN AGREEMENT TAB NO. 9
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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 said Bond on the books
kept for registration thereof with full power of substitution in the premises.

Dated:

In the presence of:
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Section 3.11. Sale of Original Bonds; Ratification and Execution of Loan
Agreement with Authority and DEP. The Bonds shall be sold to the Authority pursuant to
the terms and conditions of the Loan Agreement. If not so authorized by previous resolution,
the Chairman 1s specifically authorized and directed to execute the Loan Agreement and the
Secretary-Treasurer 1s directed to affix the seal of the Issuer thereto, attest the same and
deliver the Loan Agreement to the Authority, and any such prior execution and delivery of
the Loan Agreement is hereby authorized, ratified and approved.

Section 3.12. Certificate of Consulting Engineers. Prior to the issuance of the
Bonds, the Issuer must obtain the certificate of the Consulting Engineers, in the form
attached to the SRF Loan Agreement, to the effect that the Project has been designed as
provided in the Program application and will be constructed in accordance with the approved
plans, specifications and design as submitted to the DEP and the Authority, as the case may
be, that the Project will be adequate for the purposes for which it was designed, and the
funding plan as submitted to the DEP and the Authonty is sufficient to pay the costs of the
acquisition and construction of the Project.

Section 3.11. Amended Schedule A Filing. Within 60 days following the
Completion Date, the Issuer will file with the Authority its schedule, in substantially the

form of "Amended Schedule A" to the Loan Agreement, setting forth the actual costs of the
Project and sources of funds used therefor.

ARTICLE IV

[RESERVED]

ARTI v
SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment of Funds and Accounts with Depository Bank.
The following special funds or accounts are created with and shall be held by the Depository
Bank separate and apart from all other funds or accounts of the Depository Bank and from
each other (or continue pursuant to Prior Resolutions):

(1)  Revenue Fund;

(2)  Renewal and Replacement Fund;
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(3)  Bond Construction Trust Fund.

Section 5.02. Establishment of Funds and Accounts with Commissi ion. The

following special funds or accounts are hereby established with the Commission:
(1) Series 1997C Bond Sinking Funds;

(a)  Within the Series 1997C Bond Sinking Funds, the Series
1997C Bond 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 created pursuant to Section 5.03 of the Prior Resolutions and which is
continued hereby. The Revenue Fund shall constitute a trust fund for the purposes provided
in this Resolution 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 therein and herein
provided. As long as the Prior Bonds are Outstanding, the Issuer shall make the payments
required by Section 5.03A of the Prior Resolutions and stmultaneously make the payments
set forth hereinafter.

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

(2)  Next from the moneys in the Revenue F und, the Issuer shall on the
fifteenth day of each month commencing on the fifteenth day of the month following the
month of delivery of the Series 1997B Bonds, 1nake the payments required by Section
5.03A(2) of the Prior Resolutions and (a) shall simultaneously therewith apportion and set
apart out of the Revenue Fund and remit to the office and place designated by the Series
19978 Bonds (herein called the "Sinking Fund") the monthly payment of interest set forth
in the Supplemental Resolution or such lesser amount as is required to pay the interest on the
Series 1997B Bonds as evidenced by the Record of Advances and Payments attached to the
Series 1997B Bonds as set forth in the Bond form in Section 3.10. If funds in the reserve
fund are not sufficient to make all the payments required by this section, the Issuer shail
apportion and prorate the funds available to the payments required herein; and (b)
commencing on the first day of each month simultaneously with the payments required by
this Section, 4 months prior to the first date of payment of interest on the Series 1997C Bond,
apportion and set apart out of the Revenue Fund and remit to the Commission for deposit in
the Series 1997C Bond Sinking Fund, a sum equal to 1/3rd of the amount of interest which
will mature and become due on said Series 1997C Bond on the next ensuing quarterly
payment date; provided that, in the event the period to elapse between the date of such initial
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deposit in the Series 1997C Bond Sinking Fund and the next quarterly payment date is less
than 4 months, then such monthly payments shall be increased proportionately to provide,
one month prior to the next quarterly payment date and (c) commencing on the first day of
each month, apportion and set apart out of the Revenue Fund and remit to the Commission,
commencing 7 months prior to the first date of payment of interest on the Series 1997D
Bonds for which interest has not been capitalized, apportion and set apart out of the Revenue
Fund and remit to the Commission, for deposit in the Series 1997D Bonds Stnking Fund, a
sum equal to 1/6th of the amount of interest which will become due on said Series 1997D
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 1997D Bonds Sinking
Fund and the next semiannual interest payment date is less than 7 months, then such monthly
payments shall be increased proportionately to provide, one month prior to the next
semiannual interest payment date, the required amount of interest coming due on such date.

(3)  Next from the moneys in the Revenue Fund, the Issuer shall (a) on the
fifteenth day of each month, as provided by the Supplemental Resolution, make the payment
required by Sections 5.03A(3) of the Prior Resolutions and simultaneously therewith shall
apportion and set apart from the Revenue Fund and remit to the Sinking Fund the monthly
payment of principal set forth in the Supplemental Resolution or such lesser amount as is
evidenced by the Record of Advances and Payments attached to the Series 1997B Bond as
set forth in the Bond form in Section 3.10, such amount or amounts being the amount
required to amortize the principal of the Series 1997B Bonds over the life of the Bonds. If
funds in the reserve fund are not sufficient to make all the payments required by this section,
the Issuer shall apportion and prorate the funds available to the payments required herein;
and (b) commencing on the first day of each month, commencing 4 months prior to the first
date of payment of principal on the Series 1997C Bond, apportion and set apart out of the
Revenue Fund and remit to the Commission for deposit in the Series 1997C Bond Sinking
Fund, a sum equal to 1/3rd of the amount of principal which will mature and become due on
said Series 1997C Bond on the next ensuing quarterly principal payment date; provided that,
in the event the period to elapse between the date of such initial deposit in the Series 1997C
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
such monthly payments shail be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date and (c) commencing on the first day of each month, 4 months prior to the first date of
payment of principal on the Series 1997D Bond, apportion and set apart out of the Revenue
Fund and remit to the Commission for deposit in the Series 1997D Bond Sinking Fund, a
sum equal to 1/3rd of the amount of principal which will mature and become due on said
Series 1997D Bond on the next ensuing quarterly principal payment date; provided that, in
the event the period to elapse between the date of such initial deposit in the Series 1997D
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
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such monthly payments shall be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date

The deposits to the Sinking Fund provided in this paragraph and in (2), above,
constitute actual payments of principal and interest on the Bonds issued to RUS. The
amounts required for principal and interest payments on the Bonds issued hereunder other
than to RUS shall be deposited in a sinking fund created by a Supplemental Resolution.

The Issuer shall complete the "Monthly Payment Form," the form of which is
attached to the Loan Agreement as Exhibit F, and submit a copy of said form along with a
copy of its remittance checks to the Authority by the Sth day of such calendar month.

(4)  The Issuer shall next transfer from the Revenue Fund and make the
payment required by Sections 5.03 A(4) of the Prior Resolution and simultaneously therewith
(a) deposit in a Reserve Account at the Depository Bank (herein the "Reserve Account"), or
in the case of Bonds other than the Series 1997B Bonds originally authorized hereby in a
reserve account in a sinking fund created by Supplemental Resolution or otherwise as
designated by a Supplemental Resolution, on the fifteenth day of each month of each year
beginning with and including the month in which payments from the Revenue Fund for
interest on the Series 1997B Bonds are commenced, an amount equal to one tenth (1/10) of
the amount deposited into the Sinking Fund, as set forth above. If funds in the reserve fund
are not sufficient to make all the payments required by this section, the Issuer shall apportion
and prorate the funds available to the payments required herein; and (b) commencing on the
first day of each month, 3 months prior to the first date of payment of principal of the Series
1997C Bond, if not fully funded upon issuance of the Series 1997C Bond, apportion and set
apart out of the Revenue Fund and remit to the Commission for deposit in the Series 1997C
Reserve Account, an amount equal to 1/120 of the Series 1997C Reserve Requirement;
provided, that no further payments shall be made mnto the Senes 1997C 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 1997B Reserve Requirement; and (c) commencing on
the first day of each month, 3 months prior to the first date of payment of principal of the
Series 1997D Bond, if not fully funded upon issuance of the Series 1997D Bond, apportion
and set apart out of the Revenue Fund and remit to the Commission for deposit in the Series
1997D Reserve Account, an amount equal to 1/120 of the Series 1997D Reserve
Requirement; provided, that no further payments shall be made mto the Series 1997D
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 1997D Reserve Requirement.
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(5)  The Issuer shall next, from the moneys remaining in the Revenue Fund,
on the first day of each month, simultaneously with the payments listed above, transfer to the
Renewal and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,
exclusive of any payments for account of any Reserve Account {(such amount to be inclusive
with Section 5.03A(5) of the Prior Resolutions, not in addition to). All funds in the Renewal
and Replacement Fund shall be kept apart from all other funds of the Issuer or of the
Depository Bank and shall be invested and reinvested in accordance with Article VIII hereof
Withdrawals and disbursements may be made from the Renewal and Replacement Fund for
replacements, emergency repairs, improvements or extensions to the System; provided, that
any deficiencies in the Series 1997B Bond Reserve Account, the Series 1997C Bond Reserve
Account, or the Series 1997D Bond 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.

Moneys in the Series 1997C Bond Sinking Fund shall be used only for the
purposes of paying principal of and interest on the Series 1997C Bond as the same shall
become due: Moneys in the Series 1997C Bond Reserve Account in the Sinking Fund shall
be used only for the purpose of paying principal of or interest on the Series 1997C Bond as
the same shall come due, when other moneys in the Sinking Funds are insufficient therefor,
and for no other purpose. Except for the funds required to be deposited in the Rebate Fund,
all investment earnings on moneys in the Reserve Account shall be transferred, not less than

once each year, to the Bond Construction Trust Fund prior to completion of the Projects and
thereafter, to the Sinking Funds.

Any withdrawals from the Reserve Account which result in a reduction
in the balance of the Reserve Account to an amount below the Reserve Requirement shall
be subsequently restored from the first Net Revenues available after all required payments
to the Sinking Funds for payment of debt service on the Bond have been made in full.

B.  As and when additional Bonds ranking on a parity with the Original
Bonds are issued, provision shall be made for additional payments into the Sinking Funds
sufficient to pay any interest on such additional Bonds and accomplish retirement thereof at
maturity and to accumulate a balance in the Reserve Account in an amount equal to the
Reserve Requirements.

The Commission is hereby designated as the fiscal agent for the administration
of the Sinking Funds created hereunder, and all amounts required for said Sinking Funds
shall be remitted to the Commission from the Revenue Fund by the Issuer at the times
provided herein.
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The payments into the Sinking Funds shall be made on the first day of each
month, except that when the first day of any month shall be a Sunday or legal holiday then
such payments shall be made on the next succeeding business day, and all such payments
shall be remitted to the Commission with appropriate instructions as to the custody, use and
application thereof consistent with the provisions of this Resolution,

Moneys in the Reserve Account shall be invested and reinvested by the
Commission in accordance with Article VIII hereof,

The Sinking Fund, including the Reserve Account therein, shall be used solely
and only for, and is hereby pledged for, the purpose of servicing the Bonds and any
additional Bonds ranking on a parity with them that may be issued and Outstanding under
the conditions and restrictions hereinafter set forth.

C. Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinabove provided, are current and
there remains in said Revenue Fund a balance in excess of the estimated amounts required
to be so transferred and paid into the Sinking Funds, including the Reserve Account therein,
and the Renewal and Replacement Fund during the following month or such longer period
as shall be required by the Act, such excess shall be considered as surplus revenues (the
"Surplus Revenue"). Surplus Revenues may be used for any lawful purpose of the Issuer.

D. The Issuer shall remit from the Revenue Fund to the Commission or the
Depository Bank, on such dates as the Commission or the Depository Bank, as the case may
be, shall require, such additional sums as shall be necessary to pay any Depository Bank's
charges then due. The Issuer shall also remit from the Revenue Fund to the Authority, on
such dates as the Authority and the DEP shall require, the Issuer's allocable share of
reasonable administrative expenses of the Authority relating to the Program, if any.

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

F. If on any monthly payment date the revenues are insufficient to place
the required amount in any of the funds and accounts as hereinabove provided, the deficiency
shall be made up in the subsequent payments in addition to the payments which would
otherwise be required to be made into the funds and accounts on the subsequent payment
dates.
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G.  All remittances made by the Issuer to the Commission shall clearly
identify the fund or account into which each amount is to be deposited.

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

L. The Issuer shall each month, on the day set forth in Section 5.03A(2)
hereof (if such day is not a business day, then the next succeeding business day), deposit
with the Commission the SRF Administrative Fee as set forth in the Schedule Y attached to
the Loan Agreement.

Section 5.04. Excess Bond Proceeds. The Issuer shall place any proceeds

from the Bonds not required for the Project Costs in the respective Reserve Account to the
extent that the balances therein are not equal to the respective Reserve Requirements.

ARTICLE VI

APPLICATION OF ORIGINAL BOND PROCEEDS, FUNDS AND ACCOUNTS

Section 6.01. Application of Original Bond Proceeds. The moneys derived
from the sale of the Original Bonds shall be deposited by the Issuer as received from time
to time in the appropriate subaccount in the Bond Construction Trust Fund established in
Section 5.01(3) hereof.

The Depository Bank shall act as a trustee and fiduciary for the Bondholders
with respect to the Bond Construction Trust Fund and shali comply with all requirements
with respect to the disposition of the Bond Construction Trust Fund set forth in this
Resolution. Except with respect to any transfers to the Rebate Fund, moneys in the Bond
Construction Trust Fund shall be used solely to pay Costs of the Projects and until so
transferred or expended, are hereby pledged as additional security for the Bonds.

Section 6,02. Disbursements From the Bond Construction Trust Fund. On or
before the Closing Date, the Issuer shall have delivered to the Authority and DEP a report
listing the specific purposes for which the proceeds of the Bonds will be expended and the
disbursement procedures for such proceeds, including an estimated monthly draw schedule.
Payments for Costs of the Projects shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Bond

Construction Trust Fund shall be made only after submission to, and approval from, the
Authority and the DEP of the following:
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(1) A "Payment Requisition Form," attached to the Loan Agreement as
Exhibit C, and

(Z) A certificate, signed by the Chairman and the Consulting Engineers,
stating:

(A)  That none of the items for which the payment is proposed to be
made has formed the basis for any disbursements theretofore made:

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

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

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

In case any contract provides for the retention of a portion of the contract price,
the Issuer shall disburse from the Bond Construction Trust Fund only the net amount
remaining after deduction of any such portion. All payments made from the Bond
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 Bond 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.

Pending such application, moneys in the Bond Construction Trust Fund,

including any accounts therein, 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 set forth in this Resolution shall be and constitute valid and legally binding

covenants of the Issuer and shall be enforceable in any court of competent jurisdiction by any
owner or owners of the Bond as if they were set forth in full in this Resolution. In addition
to the other covenants, agreements and provisions of this Resolution, the Issuer hereby
covenants and agrees with the owners of the Bond as hereinafter provided in this Article VII.
All such covenants, agreements and provisions shall be irrevocable, except as provided
herein, as long as any of said Bonds, or the interest thereon, is Outstanding and unpaid.

Section 7,.02. Bond not to be Indebtedness of the Issuer. The Bond 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 Resolution. No Holder or Ownmers of any Bond shall ever
have the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
Bond or the interest thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues. The payment of the
debt service of the Original Bonds issued hereunder shall be secured forthwith equally and

ratably by a first lien on the Net Revenues derived from the operation of the System on a
parity with the lien on such Net Revenues in favor of the Prior Bonds, the Series 1997B
Bonds and the Series 1997D Bonds. The Revenues derived from the System, in an amount
sufficient to pay the principal of the Bonds herein authorized and to make the payments into
the Sinking Funds, including the Reserve Account therein, and all other payments provided
for in the Prior Resolutions, the Series 1997B Bonds Resolution, the Series 1997D Bonds
Resolution and this Resolution are hereby irrevocably pledged, in the manner provided
herein, to the payment of the principal of and interest on the Bonds as the same become due,
and for the other purposes provided in this Resolution.

Section 7.04. Rates. Prior to issuance of the Orniginal Bond, equitable rates
or charges for the use of and service rendered by the System will be established all in the
manner and form required by law, and copies of such rates and charges so established will
be continuously on file with the Secretary, which copies will be open to inspection by all
interested parties. The schedule of rates and charges shall at all times be adequate to produce
Gross Revenues from said 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
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charges will be sufficient for such purposes. The Issuer shall take the necessary actions with
respect to the imposition of rates at such times and with such provisions with respect to
interest rate and maturity of the Bond to finance the issuance of the Bond as the purchaser
thereof shall require. 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 (1) to provide for all reasonable expenses of
operation, repair and maintenance of the System and (ii) to leave a balance each Fiscal Year
equal to at least 115% of the maximum amount required in any succeeding Fiscal Year for
payment of principal of and interest on the Bond; provided that, in the event that an amount
at least equal to or in excess of the Reserve Requirement is on deposit in the Reserve
Account and is funded at least at the requirement provided for in the Resolution, such
balance each Fiscal Year need only equal at least 110% of the maximum amount required
in any succeeding Fiscal Year for payment of principal of and interest on the Ormginal Bond.

The Issuer hereby adopts the rates and charges set forth in the PSC Order and
attached hereto as Exhibit C and incorporated herein by reference.

Section 7.05. Completion, Operation and Maintenance; Schedule of Cost. The
Issuer will expeditiously complete the Projects and will maintain the System in good
condition and will operate the same as a revenue-producing enterprise in an efficient and
economical manner, making such expenditures for equipment and for renewal, repair and
replacement as may be proper for the economical operation and maintenance thereof from
the revenues of said System in the manner provided in this Resolution.

Upon completion of the Projects, the Issuer shall file with the Authority a
schedule in substantially the form of Amended Schedule A to the Program loan application,
setting forth the actual costs of the Projects and sources of funds therefor.

Section 7.06. Sale of the System. Except as otherwise required by law and the
terms of the Prior Resolutions, 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 or redeem at or prior to maturity ail the Bonds and
Bonds Outstanding, or to effectively defease this Resolution in accordance with Sections
10.01 hereof. The proceeds from any such sale, mortgage, lease or other disposition of the
System shall be immediately remitted to the Commission for deposit in the appropriate
Sinking Funds, and the Issuer shall direct the Commission to apply such proceeds to the
payment of principal at maturity of and interest on the Bonds about to mature and to the
redemption prior to maturity at the earliest date permitted hereby and at the redemption price,
of ail other Outstanding Bonds. Any balance remaining after the redemption or payment of
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all 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 $10,000, the Issuer shall, by resolution, determine that
such property comprising a part of the System is no longer necessary, useful or profitable in
the operation thereof and may then provide for the sale of such property. The proceeds of
any such sale shall be deposited in the Renewal and Replacement Fund. If the amount to be
received from such sale, lease or other disposition of said property, together with all other
amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall
first, in writing, determine upon consultation with the Consulting Engineers that such
property comprising a part of the System is no longer necessary, useful or profitable in the
operation thereof and may then, if it be so advised, by resolution duly adopted, authorize
such sale, lease or other disposition of such property upon public bidding. The proceeds
derived from any such sale, lease or other disposition of such property, aggregating during
such Fiscal Year in excess of $10,000 and not in excess of $50,000, shall, upon receipt of
approval of the Registered Owners, if needed, be remitted by the Issuer to the Commission
for deposit in the appropriate Sinking Funds and shall be applied only to the purchase or
redemption of Bonds of the last maturities then Qutstanding at prices not greater than the
applicable redemption price, or, if not redeemable, par, or otherwise in the Renewal and
Replacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
and Replacement Fund shall not reduce the amounts required to be paid into said funds by
other provisions of this Resolution.

No sale, lease or other disposition of the properties of the System shall be made
by the Issuer if the proceeds to be derived therefrom, together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such
properties, shall be in excess of $50,000 and insufficient to pay or redeem prior to maturity
all Bonds then Outstanding without the prior approval and consent in writing of the Owners,
or their duly authorized representatives, of sixty-six and two-thirds percent (66 2/3%) in
amount of the Bonds then Outstanding. The Issuer shall prepare the form of such approval
and consent for execution by the then Registered Owners of the Bonds for the disposition
of the proceeds of the sale, lease or other disposition of such properties of the System.

-40-



Section 7.07. Issuance of Other Obligations Payable Qut of Revenues and
General Covenant Against Encumbrances. So long as any of the Bonds are Outstanding, the
Issuer shall not issue any other obligations whatsoever payable from the revenues of the
System which rank prior to, or equally, as to lien on and source of and security for payment
from such revenues with the Bonds; provided, however, that Parity Bonds may be issued as
provided for in Section 7.08 hereof, All obligations hereafter issued by the Issuer payable
from the revenues of the System, except such Parity Bonds, shall contain an express
statement that such obligations are junior and prior, as to lien on and source of and security
for payment from such revenues and in ali other respects, to the Bonds; provided, that no
such prior obligations shall be issued unless all payments required to be made into the
Reserve Account and the Renewal and Replacement Fund at the time of the issuance of such
prior obligations have been made and are current.

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 respective liens of the Bonds, and the interest thereon,
upon any of the income and revenues of the System pledged for payment of the Bond and
the interest thereon in this Resolution, or upon the System or any part thereof,

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

Section 7.08. Parity Bonds. A. No Parity Bonds payable out of the Net

Revenues of the System may be issued without the prior written consent of the Authority and
DEP. No Parity Bonds payable out of the revenues of the System shall be issued after the
issuance of any Bonds pursuant to this Resolution, except under the conditions and in the
manner herein provided.

No Parity Bonds shall be issued except for the purpose of financing the costs
of the acquisition or construction of extensions, additions, betterments or improvements to
the System or refunding the entirety of one or more issues or series of bonds or both such

purposes.

No Parity Bonds shall be issued at any time, however, unless and until there
has been procured and filed with the Secretary a written statement by Independent
Accountants, based upon the necessary investigation and certification by the Consulting
Engineers, reciting the conclusion that the net revenues actually derived, subject to the
adjustments hereinafter provided, from the System during any twelve (12) consecutive
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months within the eighteen (18) months immediately preceding the date of the actual
issuance of such Parity Bonds, plus the estimated average increased annual net revenues to
be received in each of the three (3) succeeding years after the completion of the
improvements to be financed by such additional Parity Bonds, shall not be less than one
hundred fifteen percent (115%) of the maximum debt service in any succeeding year 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.

The "estimated average increased annual net revenues to be received in each
of the three (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
any mcrease in rates enacted by the Issuer, the time for appeal of which shall have expired
prior to the date of delivery of such Parity Bonds, and shall not exceed the amount to be
stated in a certificate of the Consulting Engineers, which shall be filed in the office of the
Secretary prior to the issuance of such additional Parity Bonds.

The Net Revenues actually derived from the System during the twelve (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
Consulting Engineers and the Independent Accountants as stated in a certificate jointly made
and signed by the Consulting Engineers and the Independent Accountants, on account of
increased rates, rentals, fees and charges for the System enacted by the Issuer, the time for
appeal of which shail have expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written contracts for the immediate acquisition or construction of such
extensions, additions, betterments or improvements to the System which are to be financed
by such Parity Bonds.

All the covenants and other provisions of this Resolution (except as to details
of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and
security of the owners of the Original Bonds and the owners of any Parity Bonds
subsequently is5ucd froii iiwe iv iime within the iimitations ot and in compliance with this
Section. All the Bonds, regardless of the time or times of their issuance shall rank equally
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with respect to their respective liens on the revenues of the System, and their respective
sources of and security for payment from said revenues, without preference of any Bond over
any other. The Issuer shall comply fully with all the increased payments into the various
funds created in this Resolution required for and on account of such additional Bonds, in
addition to the payments required for Bonds theretofore issued pursuant to this Resolution.

Panty Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject
to the prior and superior lien of the Outstanding Bonds on such revenues. The Issuer shall
not issue any obligations whatsoever payable from the 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 Bond.

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

B.  Notwithstanding the foregoing, the Issuer may issue Parity Bonds
without compliance with any other conditions for the purpose of refunding prior to maturity
any issues or series of the Bonds, provided that the annual debt service required on account
of the refunding Bonds and the Bonds which are not refunded shall not be greater in any year
in which the Bonds not refunded and the refunding Bonds are to be Outstanding than the
annual debt service required in such year if the Bonds to be refunded were not so refunded.

With the written consent in advance of the Authority and DEP and anything
to the contrary in this Section 7.08 notwithstanding, Parity Bonds may be authorized and
issued by the Issuer pursuant to Supplemental Resolution solely to complete the Projects as
described in the Issuer's Program application to the Authority and DEP in accordance with
the plans and specifications, in the event that the Original Bonds should be insufficient,
together with other funds lawfully available therefor, to pay all costs of acquisition and
construction of the Projects; provided, however, that, prior to the issuance of such Parity
Bonds under the provisions of this paragraph, the Consulting Engineers shall file with the
Secretary a certificate to the effect that additional funds are necessary for such purpose. All
such Panty Bonds authorized and issued under the provisions of this paragraph shall be
limited to the aggregate principal amount required to make up any deficiency in funds for
payment of the construction costs to complete the Projects, and the maturities of any such
Parity Bonds shall be in years and amounts suggested by the Authority.
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Section 7.09. Insurance and Construction Bonds. The Issuer will carry such

insurance and in such amounts as is customarily carried with respect to works and properties
similar to the System, with a reputable insurance carrier or carriers, against loss or damage
by fire, explosion, hurricane, earthquake, cyclone, occupancy or other hazards and risks.
The Issuer will require that each of its contractors and all subcontractors maintain, during the
life of any construction contract, workers' compensation coverage, public liability insurance,
property damage insurance and vehicle liability insurance in amounts and on terms
satisfactory to the Authority and the DEP, so long as the Authority is the Owner of the Bond.
The Issuer will itself, or will require each contractor and subcontractor to, obtain and
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 Projects, to protect the
interests of the Issuer, the Authority, the prime contractor and all subcontractors as their
interests may appear, in accordance with the Loan Agreement, during construction of the
Projects in the full insurable value thereof. In time of war, the Issuer shall also carry in said
amount such insurance as may be available against loss or damage by the risks and hazards
of war. The proceeds of all such insurance policies shall be disposed of as provided in the
Resolution and otherwise shall be placed in the Renewal and Replacement Fund and used
only for the repair and restoration of the damaged or destroyed properties or for the other
purposes provided herein for said Renewal and Replacement Fund. The Issuer will also
carry liability insurance for damage or injury to persons or property in amounts adequate for
such purposes and customarily carried with respect to works and properties similar to the
System. The Issuer shall carry such other insurance as is required by the Authority and DEP
and as set forth in the Loan Agreement, including but not limited to flood insurance and
business interruption insurance, to the extent available at reasonable cost to the Issuer.

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

Section 7.10. Consulting Engineers. The Issuer shall provide and maintain
competent and adequate resident engineering services satisfactory to the Authorityand the

DEP covering the supervision and inspection of the development and construction of the
Project and bearing the responsibility of assuring that construction conforms to the plans,
specifications and designs prepared by the Consulting Engineers. Such resident engineer
shall certify to the Authority, the DEP and the Issuer, at the completion of construction, that
construction 1is in accordance with the approved plans, specifications and designs, or
amendments thereto, approved by all necessary governmental bodies. The Issuer shall
require the Consulting Engineers to submit Recipient As-Built Plans, as defined in the SRF
Regulations, to it within 60 days of the completion of the Project. The Issuer shall notify the
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DEP in writing of such receipt. The Issuer shall submit 2 Performance Certificate, the form
of which 1s attached as Exhibit A to the Loan Agreement and is incorporated herein by
reference, to the DEP within 60 days of the end of the first year after the Project is
completed.

The Issuer shall require the Consulting Engineers to submit the final Operation
and Maintenance Manual, as defined in the SRF Regulations, to the DEP when the Project
is 90% completed. The Issuer agrees that it will, at all times, provide operation and
maintenance of the System to comply with any and all State and federal standards. The
Issuer agrees that qualified operating personnel, properly certified by the State, will be
employed before the Project is 25% complete and agrees that it will retain such a certified
operator(s) to operate the System during the entire term of the Loan Agreement. The Issuer
shall notify the DEP in writing of the certified operator employed at the 25% completion
stage.

The Issuer agrees that qualified operating personnel, properly certified by the
State, will be retained to operate the System during the entire term of the Loan Apreement.

Section 7,11, Compliance With Loan Agreements, Rules and Regulations.
The Issuer hereby covenants and agrees to perform and satisfy all terms and conditions of
the Loan Agreement and to comply with all applicable laws, rules and regulations issued by
the Authoritv, the DEP or other State, federal or local bodies in regard to the planning and
design of the Projects and operation, maintenance and use of the System.

Section 7.12. No Free Services. The Issuer will not render or cause to be
rendered any free services of any nature by its System; and, in the event the Issuer or any
department, agency, mstrumentality, officer or employee of the Issuer shall avail itself or
himself or herself of the facilities or services provided by the System or any part thereof, the
same rates, fees or charges applicable to other customers receiving like services under similar
circumstances shall be charged the Issuer and any such department, agency, instrumentality,
officer or employee. Such charges shall be paid as they accrue, and the Issuer shall transfer
from its general funds sufficient sums to pay such charges for service to amy of its
departments or properties. The revenues so received shall be deemed to be revenues derived
from the operation of the System and shall be deposited and accounted for in the same
manner as other revenues derived from such operation of the System.

Section 7.13. Enforcement of Collections. The Issuer will diligently enforce

and collect all fees, rates, 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,
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rates, rentals or other charges that shall become delinquent to the full extent permitted or
authorized by the laws of the State of West Virginia. All such rates and charges, if not paid
when due, shall become a lien on the premises served by the System.

Whenever any rates, rentals or charges for the services or facilities of the
System, or of the waterworks system or sewerage system constituting a part thereof, shall
remain unpaid for a period of thirty (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. The Issuer further
covenants and agrees that it will, to the full extent permitted by law, and any rules and
regulations promulgated by the Public Service Commission of West Virginia applicable
thereto, discontinue and shut off both the water and sewerage services and facilities of the
System to all delinquent users of the services and facilities of the System, or of the
waterworks system or sewerage system constituting a part thereof, and will not restore either
water or sewerage services of the System until all delinquent charges for the service and
facilities of the System, or of the waterworks system or sewerage system constituting a part
thereof, plus reasonable interest penalty charges for the restoration of service, have been
fully paid. -

Section 7.14. No Competing Franchise. To the extent allowable by law, the

Issuer will not grant or cause, consent to or allow the granting of, any franchise or permit to
any person, firm, corporation or body, or agency or instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.

Section 7.15. Books, Records and Facilities. The Issuer shall keep complete
and accurate records of the cost of acquisition and construction of the Projects. The Issuer

shall permit the Authority and the DEP, or their agents and representatives, to inspect all
books, documents, papers and records relating to the Projects and the System at all
reasonable times for the purpose of audit and examination. The Issuer shall submit to the
Authority and the DEP such documents and information as they may reasonably require in
connection with the acquisition, construction and installation of the Projects, the operation
and maintenance of the System and the administration of the Loan Agreement or other
sources of financing for the Projects.

The Issuer shall permit the Authority and the DEP, or their agents and
representatives, to inspect all records pertaining to the operation of the System at all
reasonable times following completion of construction of the Projects and commencement
of operation thereof, or, if the Projects is an improvement to an existing system, at any
reasonable time following commencement of construction.
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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 owner of a
Bond or Bonds issued pursuant to the Resolution shall have the right at all reasonable times
to inspect the System and all parts thereof and ail records, accounts and data of the Issuer
relating thereto.

The accounting system for the System shall follow currently accepted
accounting practices in accordance with the rules and regulations of the PSC and the Act.
Separate control accounting records shall be maintained by the Issuer. Subsidiary records
as may be required shall be kept in the manner, on the forms, in the books, and along with
other bookkeeping records as prescribed by the Issuer. The Issuer 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 Issuer shall be reported to such agent of
the Issuer as the Authority shall direct.

The Issuer shall file with the Consulting Engineers and the Authority and DEP,
and shall mail in each year to any owner or owners of 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)  Abalance sheet statement showing all deposits in all the funds
and accounts provided for in this Resolution with respect to said Bonds and
the status of all said funds and accounts.

(C)  The amount of any Bonds, or other obligations Outstanding and
secured by a lien on the Net Revenues of the System.

The Issuer shall also, at least once a year, cause the books, records and
accounts of the System to be completely audited by Independent Accountants, shall mail
upon request, and make available generally, the report of said Independent Accountants, or
a summary thereof, to any owner or owners of Bonds issued pursuant to this Resolution, and
shall submit said report to the Authority and the DEP. The report of said audit shall include
a statement that the Issuer is in compliance with the terms and provisions of the Act and the
Loan Agreement and that the Issuer's revenues are adequate to meet its operation and
maintenance expenses and debt service requirements.
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The Issuer shall, commencing on the date contracts are executed for the
construction of the Projects and for two years following the completion of the Projects, each
month complete a Monthly Financial Report, the form of which is attached to the Loan
Agreement as Exhibit B and is incorporated herein by reference, and forward a copy by the
10th of each month to the Authority and the DEP.

The Issuer shall, during construction of the Projects, complete Payment
Requisition Forms, the form of which is attached to the Loan Agreement as Exhibit C and
is incorporated herein by reference, and forward a copy to the DEP in compliance with the
Issuer's construction schedule.

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

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

Section 7.16. Qperating Budget. 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 and the DEP within thirty days of the 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 the Consulting Engineers, 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 the Consulting Engineers that such increased expenditures are necessary
for the continued operation of the System. The Issuer shall mail copies of such annual
budget and ail resolutions authorizing increased expenditures for operation and maintenance
to the Authority and to any Holder of any Bonds who shall file his address with the Issuer
and request in writing that copies of all such budgets and resolutions be furnished him and
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shall make available such budgets and all resolutions authorizing increased expenditures for
operation and maintenance of the System at all reasonable times to any Holder of any Bonds
or anyone acting for and in behalf of such Holder of any Bonds.

Section 7.17. Mandatory Connection. The mandatory use of the System is

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

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

Section 7.18. Statutory Mortgage Lien. For the further protection of the

Bondholders, a statutory mortgage lien upon the System is granted and created by the Act,
which statutory mortgage lien is hereby recognized and declared to be valid and binding, and
shall take effect immediately upon delivery of the Bonds and shall be for the benefit of all
Owners of the Bonds. This lien is on a parity with the lien of the Prior Bonds, the Series
1997B Bonds and the Series 1997D Bonds issued simultaneously herewith.

Section 7.19. Compliance. The Issuer also agrees to comply with ail
applicable laws, rules and regulations issued by the Authority, the DEP or other State, federal

or local bodies in regard to the acquisition and construction of the Projects and the operation,
maintenance and use of the System.
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Section 7.20. Completion of Projects; Permits and Orders. The Issuer will

complete the Projects as promptly as possible and operate and maintain the System in good
condition and in compliance with all federal and state requirements and standards.

Section 7.2]. 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 (17CRF Part 240).

E VIII
INVESTMENT OF FUNDS; NON-ARBITRAGE

Section 8.01. Investments. Any moneys held as a part of the funds and
accounts created by this Resolution, other than the Revenue Fund, shall be invested and
reinvested by the Commission, the Depository Bank or such other bank or national banking
association holding such fund or account, as the case may be, at the direction of the Issuer
in any Qualified Investments to the fullest extent possible under applicable laws, this
Resolution, the need for such moneys for the purposes set forth herein and the specific
restrictions and provisions set forth in this Section 8.01 and in Sections 8.02 and 8.03.

Except as specifically provided herein, any investment shall be held in and at
all times deemed a part of the fund or account in which such moneys were originally held,
and the interest accruing thereon and any profit or loss realized from such investment shall
be credited or charged to the appropriate fund or account. The investments held for any fund
or account shall be valued at the Jower 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.
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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 Bonds:

(1)  If default occurs in the due and punctual payment of the principal of or
interest on any Bonds, the Series 1997B Bonds, the Series 1997C Bonds, the Series
1997D Bonds or the Prior 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 Bonds set forth in this Resolution,
any Suppiemental Resolution or in the Bonds, and such default shall have continued
for a period of 30 days after the Issuer shall have been given written notice of such
default by the Commission, the Depository Bank, the Construction Trust Fund
Depository Bank, the Bond Registrar, any Paying Agent or a Holder of a Bond; or

(3)  If a default occurs under this Resolution;
(4)  If a default occurs under the Prior Resolutions; or

(5)  Ifthe Issuer files a petition secking reorganization or arrangement under
the federal bankruptcy laws or any other applicable law of the United States of
America.

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 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 this Resolution relating thereto, including but
not limited to the making and collection of sufficient rates or charges for services rendered
by the System, (ii1) 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 at law or bill in equity enjoin any acts in violation of the
Resolution with respect to the Bonds, or the rights of such Registered Owners, provided
however, that all rights and remedies of the Registered Owners shall be subject to those of
the Registered Owners of the Prior Bonds.
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Section 9.03. Appointment of Receiver. Any Registered Owner of Bonds
may, by proper legal action, compel the performance of the duties of the Issuer under this

Resolution and the Act, including 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 default in the payment of interest on any Bonds when
the same shail become due, or in the payment of the pancipal of any Bond or Bonds, either
at the specified date of maturity thereof or at a date set for redemption thereof, or otherwise
in the performance of any covenant contained in the Resolution other than as to such
payment and such default shall continue for a period of thirty (30) days after written notice
to the Issuer of such default, any Bondholder 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 on behalf of the Issuer, with power to charge rates, rentals, fees and
other charges sufficient to provide for the payment of the Bonds and any interest thereon, the
deposits into the funds and accounts hereby established as herein provided and the payment
of Operating Expenses of the System and to apply such rates, rentals, fees, charges or other
revenues in conformity with the provisions of the Resolution and the Act.

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

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution 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
Resolution 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, 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.
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Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaining to the
System, but the authority of such receiver shall be limited to the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and
Registered Owners of such Bonds and the curing and making good of any Event of Default
with respect thereto under the provisions of this Resolution, 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.

Section 9.04. Remedies on Parity With Prior Bonds. The exercise of any
remedies set forth in Sections 9.02 and 9.03 above shall recognize and protect the parity

rights of the owners of the Prior Bonds, the Series 1997B Bonds and the Series 1997D
Bonds.

ARTICLE X
DEFEASANCE

Section 10.01. Defeasance of Bonds. If the Issuer shall pay or cause to be
paid, or there shall otherwise be paid, to the Owners of all Bonds, the principal of and

interest due or to become due thereon, at the times and in the manner stipulated therein and
in this Resolution, then the pledge of Net Revenues and other moneys and securities pledged
under this Resolution and all covenants, agreements and other obligations of the Issuer to the
Registered Owners of the Bonds shall thereupon cease, terminate and become void and be
discharged and satisfied.

Bonds for the payment of which either moneys in an amount which shail 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, the principal installments
of and interest on the Bonds shall be deemed to have been paid within the meaning and with
the effect expressed in the first paragraph of this section. All Bonds shall, 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 Commission at the same time, shall be
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sufficient to pay when due the principal installments of and interest due and to become due
on the 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 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 practicable, 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.

ARTI X1

MISCELLANEOUS

Section 11.01. Amendment or Modification of Resolution. No material
modification or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the respective rights of
Registered Owners of the Bonds shall be made without the consent in writing of the
Registered Owners of sixty-six and two-thirds percent (66 2/3%) or more in principal amount
of the Bonds so affected and then Outstanding; provided, that no change shall be made in the
maturity of any Bond or 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 revenues of the System without the consent of the respective Registered Owner
thereof. No amendment or modification shall be made that would reduce the percentage of
the principal amount of Bonds required for consent to the above-permitted amendments or
modifications. Notwithstanding the foregoing, this Resolution 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
excludibility of interest on the Bonds and the Notes from the gross income of the Owners
thereof.

Section 11.02. Resolution Constitutes Contragt. The provisions of the

Resolution shall constitute a contract between the Issuer and the Registered Owners of the
Bond and no change, variation or alteration of any kind of the provisions of the Resolution
shall be made in any manner, except as in this Resolution provided.
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Section 11,03, Severability of Invalid Provisions. If any section, paragraph,
clause or provision of this Resolution should be held invalid by any court of competent
Jurisdiction, the invalidity of such section, paragraph, clause or provision shall not affect any
of the remaining provisions of this Resolution, the Supplemental Resolution and the Bond.

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. All arders or resolutions and parts

thereof in conflict with the provisions of this Resolution except for the Prior Resolutions, are,
to the extent of such conflict, hereby repealed and to the extent that a conflict arises between
this Resolution and the Prior Resolutions, the more restrictive provision shall prevail.

Section 11,06 Covenant of Due Progedure, 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 Goveming Body were at all
times when any actions in connection with this Resolution occurred and are duly in office
and duly qualified for such office.

Section 11.07. Effective Date. This Resolution shall take effect immediately
upon adoption.
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Adopted this /el day of QW , 1997

SHADY SPRING PUBLIC SERVICE DISTRICT
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I
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Member Public Service Board
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the Public Service Board
of Shady Spring Public Service District on the Mday of Quxe
1997.

>

Dated: %lmw cﬁ/ 1997,

[SEAL] e X
- Secretaly, Public Semcé Board
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Adopted this
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SHADY SPRING PUBLIC SERVICE DISTRICT

71 A
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the Public Service Board
of Shady Spring Public Service District on the ___ day of
1997.

-]

Dated: , 1997

/. / .
/ et
[SEAL] : é///wz - /@%(—

Secretary, Public Service Board
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E ITA
DESCRIPTION OF PROJECTS

Project Description - Acquisition and Construction Phase Jor the Collection System in the
Tilden Area.



EXHIBIT B

LOAN AGREEMENT

[See Tab 9]



SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,
SALE PRICES, AND OTHER TERMS OF THE SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER REVENUE BOND, SERIES 1997C,
DESIGNATING A REGISTRAR, PAYING AGENT, DEPOSITORY BANK,
AND CONSTRUCTION TRUST FUND DEPOSITORY BANK; APPROVING
LOAN AGREEMENT WITH RESPECT TO THE BOND; AND MAKING OTHER
PROVISIONS AS TO THE BOND.

WHEREAS, the Public Service Board of the Shady Spring Public
Service District (the "District") has duly and officially adopted a Bond
Resolution on June 12, 1997 (the "Resolution™), entitled:

RESOLUTICN AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN IMPROVEMENTS AND EXTENSIONS
TO THE EXISTING PUBLIC SEWERAGE FACILITIES OF SHADY
SPRING PUBLIC SERVICE DISTRICT AND THE FINANCING OF
THE COST THEREOF, NOT OTHERWISE PROVIDED, THROUGH
THE TISSUANCE OF NOT MORE THAN $2,197,304 1IN
AGGREGATE PRINCIPAL BAMOUNT OF SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER REVENUE BOND, SERIES 1997C;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED OWNERS OF SAID BOND;:
RATIFYING A LOAN AGREEMENT WITH THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY AND THE WEST VIRGINIA
DIVISION OF ENVIRONMENTAL PROTECTION RELATING TO
SAID BOND; AUTHCRIZING THE SALE AND PROVIDING FOR
THE TERMS AND PROVISIONS OF SAID BOND; AND ADOPTING
OTHER PROVISIONS RELATING THERETO.

WHEREAS, the Resolution provides for the issuance of the Shady
Spring Public Service District Sewer Revenue Bond, Series 1997C {the
"Bond") in aggregate principal amount not to exceed $2,500,000 n accordance
with Chapter 16, Article 13a, of the Code of West Virginia, 1931, as
amended, (the "Act"), and the terms of the Loan Agreement (the "Loan
Agreement”) entered into among the District, the West Virginia Division of
Environmental Protection (the "DEP") and the West Virginia Water
Develcopment Authority (the "Authority™), but requires that the dates,
interest rates, maturities, sale prices and other terms of the Bond should
be established by a supplemental resolution;

WHEREAS, the Bond is proposed to be purchased by the Authority
pursuant to the Loan Agreement; and

WHEREAS, the Public Service Board (the "Board") of the District
deems it essential and desirable that this resolution (the "Supplemental
Resolution"), be adopted and that the prices, the maturity dates, the
redemption provisions, the interest rates, and the interest and principal
dates of the Bond be fixed hereby in the manner stated herein; that the
Loan Agreement be approved; and that other matters relating to the Bond be
herein provided for.



WHEREAS, capitalized terms not otherwise defined shall have the
meanings given such terms in the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF
THE SHADY SPRING PUBLIC SERVICE DISTRICT:

Section 1. Pursuant to the Resolution, the Act, and this
Supplemental Resolution, the Bond shall be in the aggregate principal
amount of $2,197,304, with the following provisions:

{A) The Bond shall be criginally issued in the form of
a single bond, numbered AR-1, in the principal amount of $2,197,304. The
Bond shall be dated the date of delivery thereof, shall bear interest at
the rate of zero percent (0%) per annum from the date of delivery to and
including the 20 year life of the loan, which principal shall be payable
quarterly on December 1, March 1, June 1 and September 1 of each year
commencing December 1, 1998, shall be subject to redemption upon the
written consent of the Authority and DEP, upon payment of the interest, and
subject to the other requirements provided in the Loan Agreement, as long
as the Authority shall be the registered owner of the Bond. The SRF 1%
Administrative Fee shall be paid quarterly.

. (B} The Bond shall be sold to the Authority in
accordance with the terms of the Loan Agreement at a price egual to 100%
of the principal amount thereof.

Section 2. All other provisions relating to the Bond shall be
as provided in the Resolution, and the Bond shall be in substantially the
form provided in the Resolution with such changes, insertions and omissions
as may be approved by the Chairman of the District. The execution of the
Bond by the Chairman shall be conclusive evidence of such approval.

Section 3. The District does hereby ratify, approve and accept
the Loan Agreement including the "Schedule X" attached thereto, a copy of
which is incorporated herein by reference, and the execution and delivery
by the Chairman of the Loan Agreement and the performance of the
obligations contained therein, on behalf of the District have been and are
hereby authorized, approved and directed.

Section 4. The District hereby appoints and designates First
State Bank & Trust, Beckley, West Virginia, as the Depository Bank, as
provided in the Resclution.

Section 5. The District hereby appoints and designates Bank
One, West Virginia, Charleston, National Association, Charleston, West
Virginia, as Registrar for the Bond.

Section 6. The District hereby appoints and designates the
West Virginia Municipal Bond Commission (the "Commission"), Charleston,
West Virginia as Paying Agent for the Bond.

Section 7. The Chairman and Secretary/Treasurer are hereby
authorized and directed to execute and deliver such other documents and
certificates, including the Registrar's Agreement, required or desirable
in connection with the Bond hereby and by the Resolution approved and
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provided for, to the end that the Bond may be delivered to the Authority
pursuant to the Loan Agreement on or about May 6, 1997.

Section 8. The financing of the Project in part with proceeds
of the Bond is in the public interest, serves a public purpose of the
District and will promote the health, welfare and safety of the residents
of the District.

Section 9. The District hereby directs the Depository Bank to
initially invest all monies in the funds and accounts established under the
Bond Resolution in Qualified Investments further directed by the District.

Section 10. The District shall not permit at any time or times
any of the proceeds of the Bond or any cother funds of the District to be
used directly or indirectly in a manner which would result in the exclusion
of the Bond from the treatment afforded by Section 103(a) of the Internal
Revenue Code of 1986, as amended, and any regulations promulgated
thereunder or under any predecessor thereto (the "Code"), by reason of the
classification of the Bond as "private activity bonds™ within the meaning
of the Code. The District will take all actions necessary to comply with
the Code and Treasury Regulations to be promulgated thereunder.

. Section 11. This Supplemental Resclution shall be effective
immediately upon adoption.

Dated: June 12, 1397

- - . T
Vit v K A/ci;«é/i_*

 Secretary/Treasurer




SUPPLEMENTAL RESOLUTION

SUPFLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT SCHEDULES,
SALE PRICES, AND OTHER TERMS OF THE SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER REVENUE BOND, SERIES 1887¢C,
DESIGNATING A REGISTRAR, PAYING AGENT, DEPOSITORY BANK,
AND CONSTRUCTION TRUST FUND DEPOSITORY BANK; ADPPROVING
LOAN AGREEMENT WITH RESPECT TO THE BOND; AND MAKING OTHER
PROVISIONS AS TO THE BOND.

WHEREAS, the Public Service Board of the Shady Spring Pubklic
Service District (the "District"™) has duly and officially adopted a Bond
Resclution on June 12, 1997 (the "Resolution™), entitled:

RESOLUTION AUTHCRIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN IMPROVEMENTS AND EXTENSIONS
TC THE EXISTING PUBLIC SEWERAGE FACILITIES COF SHADY
SPRING PUBLIC SERVICE DISTRICT AND THE FINANCING OF
THE COST THEREOF, NOT OTHERWISE PROVIDED, THROUGH
THE TISSUANCE OQF NOCT MORE THAN $2,197,304 1IN
AGGREGATE PRINCIPAL AMOUNT OF SHADY SPRING PUBLIC
SERVICE DISTRICT SEWER REVENUE BOND, SERIES 1997C:
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND
SECURITY FOR THE REGISTERED OWNERS OF SAID BOND:
RATIFYING A LCAN AGREEMENT WITH THE WEST VIRGINIA
WATER DEVELOPMENT AUTHORITY AND THE WEST VIRGINIA
DIVISION OF ENVIRCONMENTAL PROTECTION RELATING TO
SAID BOND; AUTHORIZING THE SALE AND PROVIDING FOR
THE TERMS AND PROVISIONS OF SAID BCOND; AND ADCPTING
OTHER PROVISIONS RELATING THERETO.

WHEREAS, the Resolution provides for the issuance of the Shady
Spring Public Service District Sewer Revenue Bond, Series 1997C (the
"Bond") in aggregate principal amount not to exceed $2,500,000 n accordance
with Chapter 16, Article 132, of the Code of West Virginia, 1931, as
amended, (the "Act"™), and the terms of the Leoan Agreement (the "Loan
Agreement”) entered into among the District, the West Virginia Division of
Environmental Protection (the "DEP") and the West Virginia Water
Development Authority (the "Authority"), but requires that the dates,
interest rates, maturities, sale prices and other terms of the Bond should
be established by a supplemental resolution;

WHEREAS, the Bond is proposed to be purchased by the Authority
pursuant to the Leocan Agreement; and

WHEREAS, the Public Service Board (the "Board") of the District
deems it essential and desirable that this resolution (the "Supplemental
Resolution"), be adopted and that the prices, the maturity dates, the
redemption provisions, the interest rates, and the interest and principal
dates of the Bond be fixed hereby in the manner stated herein; that the
Loan Agreement be approved; and that other matters relating to the Bond be
herein provided for.



WHEREAS, capitalized terms not otherwise defined shall have the
meanings given such terms in the Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF
THE SHADY SPRING PUBLIC SERVICE DISTRICT:

Secticn 1. Pursuant to the Resolution, the Act, and this
Supplemental Resolution, the Bond shall be in the aggregate principal
amocunt of 52,197,304, with the following provisicns:

{A) The Bond shall be originally issued in the form of
a single bond, numbered AR-1, in the principal amount of $2,197,304. The
Bond shall be dated the date of delivery thereof, shall bear interest at
the rate of zero percent (0%) per annum from the date of delivery to and
including the 20 year life of the loan, which principal shall be payable
quarterly on December 1, March 1, June 1 and September 1 of each year
commencing December 1, 1898, shall be subject to redemption upon the
written consent of the Authority and DEP, upon payment of the interest, and
subject to the other requirements provided in the Loan Agreement, as long
as the Authority shall be the registered owner of the Bond. The SRF 1%
Administrative Fee shall be paid quarterly.

(8) The Bond shall be sold to the Autherity in
acceordance with the terms of the Loan Agreement at a price equal to 100%
of the principal amount thereof.

Section 2. All other provisions relating to the Bond shall be
as provided in the Resolution, and the Bond shall be in substantially the
form provided in the Resolution with such changes, insertions and omissions
as may be approved by the Chairman of the District. The execution of the
Bond by the Chairman shall be conclusive evidence of such approval.

Section 3. The District does hereby ratify, approve and accept
the Loan Agreement including the "Schedule X" attached thereto, a copy of
which 1s inccrporated herein by reference, and the execution and delivery
by the Chairman of the Loan Agreement and the performance of the
obligations contained therein, on behalf of the District have been and are
hereby authorized, approved and directed.

gdection 4. The District hereby appoints and designates First
State Bank & Trust, Beckley, West Virginia, as the Depository Bank, as
provided in the Resolution.

Section 5. The District hereby appoints and designates Bank
One, West ¥Yirginia, Charleston, National Associlation, Charleston, West
Virginia, as Registrar for the Bond.

Secticon §. The District hereby appoints and designates the
West Virginia Municipal Bond Commission {(the "Commission"), Charleston,

West Virginia as Paying Agent for the Bond.

Section 7. The Chairman and Secretary/Treasurer are hereby
authorized and directed to execute and deliver such other documents and
certificates, including the Registrar's Agreement, required or desirable
in connectien with the Bond hereby and by the Resolution approved and
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provided for, to the end that the BRond may be delivered to the Authority
pursuant to the Loan Agreement on or about May 6, 19557.

Section 8. The financing of the Project in part with proceeds
of the Bond is in the public interest, serves a public purpose of the
District and will promote the health, welfare and safety of the residents
of the District.

Section 9. The District hereby directs the Depository Bank to
initially invest all monies in the funds and accounts established under the
Bond Resclution in Qualified Investments further directed by the District.

Section 10. The District shall not permit at any time or times
any of the proceeds of the Bond or any other funds of the District to be
used directly or indirectly in a manner which would result in the exclusion
of the Bond from the treatment afforded by Section 103{(a) of the Internal
Revenue Code of 1986, as amended, and any regulations promulgated
thereunder or under any predecessor thereto (the "Code")}, by reascn of the
classification of the Bond as "private activity bonds" within the meaning
of the Code. The District will take all actions necessary to comply with
the Code and Treasury Regulations to be promulgated thereunder,

. Section 11. This Supplemental Resolution shall be effective
immediately upon adopticn.

Dated: June 12, 1997

SHADY SPRING PUBLIC SERVICE DISTRICT

T _
D

,//’/“ ,12%4
Chairman

g

£

Secretary/Treasurer



6(c) Certified Copy of Series 1997D Bond
Resolution adopted on June 12, 1997
and Supplemental Resolution of the Issuer
adopted on June 19, 1997



BOND RESOLUTION
(WDA)

A RESOLUTION AUTHORIZING THE REFUNDING OF
SHADY SPRING PUBLIC SERVICE DISTRICT’S SEWER
REVENUE BONDS, SERIES 1982 A AND THE FINANCING
OF THE COST THEREOF, NOT OTHERWISE PROVIDED,
THROUGH THE ISSUANCE BY THE DISTRICT OF NOT
MORE THAN $3,600,000 IN AGGREGATE PRINCIPAL
AMOUNT OF SHADY SPRING PUBLIC SERVICE
DISTRICT SEWER REFUNDING REVENUE BONDS,
SERIES 1997D; PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS OF SAID BONDS; APPROVING AND
RATIFYING A LOAN AGREEMENT WITH THE WEST

© VIRGINIA'  WATER DEVELOPMENT AUTHORITY
RELATING TO SAID BONDS; AUTHORIZING THE SALE
AND PROVIDING FOR THE TERMS AND PROVISIONS OF
SAID BONDS; AND ADOPTING OTHER PROVISIONS
RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF SHADY
SPRING PUBLIC SERVICE DISTRICT:
TICLEI
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:

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

~"Authority” means the West Virginia Water Development Authority, which is
expected to be the original purchaser of the Bonds, or any other agency of the State that
succeeds to the functions of the Authority.

"Authorized Officer" means the Chairperson of the Governing Body of the
Issuer or any other person duly appointed as such by the Governing Body.



"Board" means the public service board of the Issuer and shail include the
membership of the Board as may hereafter be duly constituted as the legal successors to the
present membership or any other authority vested with and authorized to exercise the powers
of the Issuer.

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

"Bond Register" means the books of the Issuer as hereinafter defined,
maintained by the Bond Registrar as hereinafter defined for the registration and transfer of
the Bonds.

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

"Bonds" means the Series 1997 D Bonds originally authorized hereby, and any
pari passu additional bonds hereafter issued within the terms, restrictions and conditions
contained in this Resolution.

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

"Certificate of Authentication and Registration" means the certificate of
authentication and registration on the Bonds in substantially the form set forth in the Bond
Form contained herein.

"Chairperson" means the Chairperson of the Governing Body of the Issuer.

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

"Code" means the Internal Revenue Code of 1986, as amended, including the
rules and regulations promulgated pursuant thereto or any predecessors or successors thereto.

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

"Construction Trust Fund" means the Series 1997D Bonds Construction Trust
Fund established by Section 5.03.

"Consulting Engineers” means L.A. Gates Company, Beckley, West Virginia,

or any engineer or firm of engineers of reputation for skill and experience with respect to the
design and construction of sewerage systems or facilities that shall at any time hereafter be
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retained by the Issuer as Consulting Engineers for the System and which engineer or
engineering firm shall meet the Program requirements.

"Debt Service" means the scheduled amount of interest and amortization of
principal payable on the Series 1997D Bonds, as hereinafter defined, during the period of
computation, excluding amounts scheduled during such period which relate to principal
which has been retired before the beginning of such period.

"Depository Bank" means a bank eligible under the laws of the State of West
Virginia to receive deposits of state and municipal funds and insured by the FDIC, as
hereinafter defined and any successor thereto.

"Excess [nvestment Eamings" means an amount equal to the sum of:
(A) The excess of

(1) The aggregate amount eamned from the Closing Date on all
Nonpurpose Investments in which Gross Proceeds of the Series 1997D Bonds
are invested {other than amounts attributable to an excess described in this

~ clause (A) of this definition of Excess Investment Earnings), over

(i)  The amount that would have been earned if the Yield on such
Nonpurpose Investments [other than amounts attributable to an excess
described in this clause (A) of this definition of Excess Investment Earnings]
had been equal to the Yield on the Series 1997D Bonds, plus

(B)  Any income attributable to the excess described in clause (A) of this
definition of Excess Investment Eamnings.

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

"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
1s now or may 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, including (i) such obligations which have been stripped from their unmatured
mterest coupons, interest coupons stripped from such obligations and receipts or certificates
evidencing payments from such obligations or interest coupons stripped from such
obligations, (ii) evidences of ownership of a proportionate interest in specified direct
obligations of, or specified obligations which are unconditionally and fully guaranteed by,

-
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the United States of America, which obligations are held by a bank or trust company
organized and existing under the laws of the United States of America or any state thereof
in the capacity of custodian and (ii1) obligations, the sole source of the payment of the
principal of and interest on which are obligations of the nature of those described in clause
(i), which are irrevocably pledged for such purposes.

"Gross Proceeds” means the sum of the following amounts:

(1) Original proceeds, namely, net amounts received by or for the
Issuer as a result of the sale of the Series 1997D Bonds, excluding original
proceeds which become transferred proceeds (determined in accordance with
applicable Regulations) of obligations issued to refund in whole or in part the
Series 1997D Bonds;

(11) Investment proceeds, namely, amounts received at any time by
or for the Issuer, such as interest and dividends, resulting from the investment
of any original proceeds (as referenced in clause (i) above) or investment
proceeds (as referenced in this clause (1)) in Nonpurpose Investments,
increased by any profits and decreased (if necessary, below zero) by any

" losses on such investments, excluding investment proceeds which become
transferred proceeds (determined in accordance with applicable Regulations)
of obligations issued to refund in whole or in part the Series 1997D Bonds;

(iii) Transferred proceeds, namely, original proceeds of any prior
obligations, and interest carnings and profits less losses resulting from
investment of such original proceeds in Nonpurpose Investments, which are
used to discharge the outstanding principal of any prior obligations and which
are deemed to become proceeds of the Series 1997D Bonds ratably as original
proceeds of the Series 1997D Bonds, and interest earnings and profits resulting
from investment of such original proceeds in Nonpurpose Investments, which
are used to discharge the outstanding principal of any such prior obligations,
all on the date of such ratable discharge;

(tv) Sinking fund proceeds, namely, amounts, other than original
proceeds, investment proceeds or transferred proceeds [as referenced in
clauses (i) through (iii) above] of the Series 1997D Bonds, which are held in
any fund to the extent that the Issuer reasonably expects to use such other fund
to pay Debt Service;

(v) Amounts in the Series 1997D Bonds Reserve Account and in any
other fund established as a reasonably required reserve or replacement fund:

(v1) Investment Property pledged as security for payment of Debt
Service on the Sertes 1997D Bonds by the Issuer;



(vi) Amounts, other than as specified in this definition, used to pay
Debt Service on the Series 1997D Bonds; and

(vili) Amounts received as a result of investing amounts described in
this definition.

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

"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 or investment-type property,
excluding, however, obligations the interest on which is excluded from gross income under
Section 103 of the Code for federal income tax purposes.

"Issuer" means the Shady Spring Public Service District, a public corporation
and political subdivision of the State.

"Loan Agreement” means the Loan Agreement or Loan Agreements to be
entered mnto between the Authority and the Issuer, pursuant to which the Authonty shall
agree, subject to the Issuer's satisfying certain engineering, legal and other requirements, to
purchase the Series 1997D Bonds.

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

"Net Revenues" means the balance of the Gross Revenues remaining after
deduction of Operating Expenses, as hereinafter defined.
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"Nonpurpose Investment" means any Investment Property which is acquired
with the Gross Proceeds of the Series 1997D Bonds and is not acquired in order to carry out
the governmental purpose of the Series 1997D Bonds.

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

"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 cancelled 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 (1v) for purposes of consents, notices or
other action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

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

"Paying Agent" means the West Virginia Municipal Bond Commission.

“Prior Bonds” means the District’s Sewer Revenue Bonds, Series 1982B,
issued in the original principal amount of $795,515 (the “Series 1982B Bonds™), the
District’s Sewer Revenue Bonds, Series 19944, issued in the original principal amount of
$170,532 (the “Series 1994A Bonds™) and the District’s Sewer Revenue Bonds, Series
19964, 1ssued in the original principal amount of $15 1,800 (the “1996A Bonds,” and
collectively with the Series 1982B Bonds and the Series 19944 Bonds, the “Prior Bonds”).

“Prior Resolution” means the Bond Resolution adopted by the Board with
respect to the Series 1982A Bonds.

“Prior Resolutions” means the Bond Resolutions adopted by the Board with
respect to the Prior Bonds.



(¢) Any bond, debenture, note, participation certificate or other similar
obligation 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;

(d) 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 Obiigations,
provided, that such Government Obligations pledged either must mature as
nearly as practicable coincident with the maturity of said time account or must
be replaced or increased so that the market value thereof is always at least
equal to the principal amount of said time account:

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

(f) Repurchase agreements, fully secured by investments of the types
- descnibed in paragraphs (a) through (d) 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 paid
repurchase agreements, and provided further that the owner 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; and

(2) The "consolidated fund" (or any distinct portion thereof) managed
by the West Virginia State Board of Investments pursuant to Article 6, Chapter
12 of the Code of West Virginia, 1931, as amended.

"Rebate Fund" means the fund created pursuant to Section 8.02 hereof.

"Renewal and Replacement Fund" means the Renewal and Replacement Fund
established by Section 5.02.

~ "Resolution" means this resolution, as from time to time amended or
supplemented.

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



"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 natural person, including all persons “related” to such person within the meaning of
Section 144(a)(3) of the Code, excluding, however, use by a state or local governmental unit
and use as a member of the general public. All of the foregoing shall be determined in
accordance with the Code, including, without limitation, giving due regard to "incidental
use," if any, of the 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 revenue bonds of local govemmental entities satisfying certain legal and other
requirements with the proceeds of sewer development revenue bonds issued by the Authority
Or any successor to said program as currently constituted.

"PSC" means the Public Service Commission of West Virginia and any
successors to the functions thereof.

"PSC Order" means the Final Order of the PSC in Case No.

"Purchase Price," for the purpose of computation of the Yield of the Series
1997D Bonds, has the same meaning as the term "Issue Price" in Sections 1273(b) and 1274
of the Code and, in general, means the initial offering price of the Series 1997D Bonds to the
public (not including bond houses and brokers, or similar persons or organizations acting in
the capacity of underwriters or wholesalers) at which price a substantial amount of the Series
1997D Bonds of each maturity is sold or, if the Series 1997D Bonds are privately placed, the
price paid by the first buyer of the Series 1997D Bonds or the acquisition costs of the first
buyer. Purchase Price for purposes of computing Yield of Nonpurpose Investments means
the fair market value of the Nonpurpose Investments on the date of use of Gross Proceeds
of the Series 1997D Bonds for acquisition thereof or, if later, on the date that Investment
Property constituting a Nonpurpose Investment becomes a Nonpurpose Investment of the
Series 1997D Bonds.

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

(b) 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; the Governmental National
Mortgage Association; the Tennessee Valley Authority or the Washington
Metropolitan Area Transit Authority;



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

“Series 1982A Bonds” means the Sewer Revenue Bonds of the Issuer issued
August 1, 1982, in the aggregate principal amount of $2,680,000 and currently outstanding
in the amount of § , to be refunded by the Series 1997D Bonds authorized
hereunder,

“Series 1982B Bonds” means the Sewer Revenue Bonds of the Issuer described
in Section 1.04(T) issued August 1, 1982, in the original amount of $795,515.

“Series 1994A Bonds™ means the Sewer Revenue Bonds of the Issuer described
in Section 1.04(T) issued June 8, 1994, in the original amount of $170,532.

“Series 1996A Bonds” means the Sewerage Revenue Bonds of the Issuer
described in Section 1.04() issued in the original amount of $15 1,800.

“Series 1997B Bonds” means the Sewer Revenue Bonds of the Issuer issued
simultaneously herewith in the original amount of $179,000.

- “Series 1997C Bonds” means the Sewer Revenue Bonds of the Issuer issued
simultaneously herewith in the original amount of not to exceed $2,500,000.

"Series 1997D Bonds" means the not more than $3,600,000 in aggregate
principal amount of Shady Spring Public Service District Sewer Refunding Revenue Bonds,
Series 1997D, of the Issuer originally authorized hereby.

"Series 1997D Bonds Reserve Account” means the Series 1997D Bonds
Reserve Account established in the Series 1997D Bonds Sinking Fund pursuant to Section
5.02(1).

"Series 1997D Bonds Reserve Requirement" means as of any date of
calculation the maximum amount of principal and interest which will become due on the
Series 1997D Bonds in the then current or any succeeding year.

"Series 1997D Bonds Sinking Fund" means Series 1997D Bonds Sinking Fund
established by Section 5.02(1).

"State” means the State of West Virginia.

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



"Surplus Revenues" means the Net Revenues not required by this Resolution
to be set aside and held for the payment of or security for the Bonds or any other obligations
of the Issuer, including but not limited to the Renewal and Replacement Fund, the Reserve
Account and Sinking Fund, the proceeds of which Bonds or other obligations are to be used
to pay Costs of the Project.

"System" means the complete waterworks system of the Issuer, and any further
improvements or extensions thereto hereafter constructed or acquired from any sources
whatsoever, and includes the Project.

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

"Yield" means that yield which, when used in computing the present worth of
all payments of principal and interest (or other payments in the case of Nonpurpose
Investments which require payments in a form not characterized as principal and interest) on
a Nonpurpose Investment or on the Series 1997D Bonds, produces an amount equal to the
Purchase Price of such Nonpurpose Investment or the Bonds, all computed as prescribed in
applicable Regulations.

Additional terms and phrases are defined in this Resolution as they are used.
Accounting terms not specifically defined herein shall be given meaning in accordance with
generally accepted accounting principles.

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
mmporting the masculine, feminine or neutral gender shall include any other gender.

The terms "herein," "hereunder," "hereby," "hereto," "hereof” and any similar
terms refer to this Resolution; and the term "hereafter” means after the date of adoption of
this Resolution.

Articles, sections and subsections mentioned by number only are the respective
articles, sections and subsections of this Resolution so numbered.

Section 1.02.  Authority for this Resolution. This Resolution is adopted
pursuant to the provisions of the Act and other applicable provisions of law.

Section 1.03. Findings. It is hereby found, determined and declared as
follows:

A, The Issuer is a public corporation and political subdivision of the State
located in Raleigh County, West Virginia.
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B. The Issuer presently owns and operates a public sewerage system.

C. It is deemed necessary and desirable for the health and welfare of the
inhabitants of the Issuer that there be acquired and constructed, the Project, consisting of
certain improvements, extensions or betterments to the existing System, as described in
Exhibit A attached hereto at an estimated cost of $4,001,504, in accordance with plans and
specifications to be prepared by the Consulting Engineers, which plans and specifications
following approval by RUS and DEP will be on file with the District.

D. The estimated revenues to be derived in each year after completion of
the Project from the operation of the System will be sufficient to pay all the costs of the
operation and maintenance of the System, the principal of and interest on the Bonds and the
Prior Bonds, the Series 1997B Bonds and the Series 1997C Bonds and all sinking funds,
reserve accounts and other payments provided for herein, in the Prior Resolutions and in the
PSC Order.

E. The estimated maximum cost of the acquisition and construction of the
Project is $4,001,504, which will be permanently obtained from the Series 1997B Bonds and
the Series 1997C Bonds, issued simultaneously herewith, and an ARC Grant and RUS Grant.
The Issuer may obtain such other grants and contributions or from other sources as may be
necessary to pay Costs of the Projects.

F. The period of usefulness of the System after completion of the Projects
will not be less than forty (40) years.

G. It is deemed necessary for the Issuer to issue its sewerage revenue bonds
in the aggregate principal amount of not more than $179,000, initially to be represented by
a single bond, being the Shady Spring Public Service District Sewerage System Revenue
Bond, Series 1997B and $2,500,000, initially to be represented by a single bond, being the
Shady Spring Public Service District Sewerage System Revenue Bond, Series 1997C, to
permanently finance the costs of acquisition and construction of the Project. Said costs shall
be deemed to include the cost of all property rights, easements, and franchises deemed
necessary therefor; the cost of the construction of said extensions, additions, betterments and
improvements to the System and any other expenses necessary, incidental, desirable or
appurtenant to the acquisition and construction of the Project and such replacements as are
necessary therefor; the Tap Fee; the cost of interim financing for such Project; interest on the
bonds, prior to, during and for six months after the estimated date of completion of
construction of the Project; engineering and legal expenses, expenses for estimates of costs
and revenues; expenses for plans, specifications and surveys; expenses for the service of
registrars, paying agents, depositories or other agents in connection with the issuance of the
Bonds, and such other expenses as may be necessary or desirable to said acquisition and
construction of the project and placing the same in operation and the financing authorized
by this Resolution.
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H. It 1s in the best interests of the Issuer that the Series 1997B Bonds be
sold to RUS pursuant to the terms and provisions of the Letter of Conditions and that the
Series 1997C Bonds be sold to the Authority pursuant to the terms and provisions of the
Loan Agreement.

L It is in the best interest of the Issuer and the Issuer is hereby authorized
and empowered to issue revenue refunding bonds to refund, pay or discharge all or any part
of its outstanding Series 1982A Bonds. The Issuer is advised that present value debt service
savings will be realized as a result of the refunding of the Series 1982A Bonds. The Issuer
hereby determinesd that it will be to the benefit of the Issuer and its residents to advance-
refund the Series 1982A Bonds by applying the proceeds of the Series 1997D Bonds and
certain other monies to purchase obligations of the United States goverment to be deposited
in the Escrow Fund pursuant to the terms of the Escrow Agreement to redeem the Series
1982A Bonds on the first permitted Redemption Date, in the maximum aggregate principal
amount of not to exceed $3,600,000, and other moneys of the Issuer, such Series 1997 D
Bonds to be secured by and payable from the Net Revenues of the System, on a parity with
the Prior Bonds, the Series 1997B Bonds and Series 1997C Bonds.

J. It 1s in the best interests of the Issuer that its Series 1997D Bonds be
sold to the Water Development Authority pursnant to a Loan Agreement and made a part
hereof, to take advantage of the favorable terms available to the Issuer.

K. Itis deemed necessary for the Issuer to issue its revenue bonds, being
the Shady Spring Public Service District Sewer Refunding Revenue Bonds, Series 1997D
Bonds in the aggregate principal amount of not more than $3,600,000 to permanently finance
the cost of refunding the District’s Series 1982A Bonds. Said costs shall be deemed to
include the cost of paying in full the entire outstanding principal of, the redemption premium,
if any, and the interest on, the Series 1982A Bonds; amounts which may be deposited in the
Reserve Account; other expenses necessary or incident to determining the feasibility or
practicability of the enterprise; administrative expense, commitment fees, fees of the
Authority, discount, initial fees for the services of registrars, paying agents, depositories or
trustees or other costs in connection with the sale of the Bonds and such other eXpPEnses as
may be necessary or incidental to the financing herein authorized and the performance of the
things herein required or permitted, in connection with any thereof,

L. It is in the best interests of the Issuer that the Series 1997D Bonds be
sold to the Authority pursuant to the terms and provisions of the Loan Agreement.

M. The Issuer has complied with all requirements of West Virginia law
relating to refunding the Series 1982A Bonds and issuance of the Series 1997D Bonds, or
will have so complied prior to issuance of any Series 1997D Bonds, including, among other
things, the obtaining of the PSC Order, the time for rehearing and appeal of which expired
or the rights of all parties to appeal have been waived and “approved by” the West Virginia
Infrastructure and Jobs Development Council.
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N. There are outstanding obligations of the Issuer which will rank either
on a parity with or junior or subordinate to the Bond as to liens, pledge and source of and
security for payment, which obligations are designated and have the lien positions with
respect to the Bond as follows:

Designation Lien Positi
Water Development Authority - Sewer First Lien (Parity)

Revenue Bonds, Series 1982B dated
August 1, 1982, issued in the original
principal amount of $795,515

(the "Series 1982 B Bonds");

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1994A dated

June 6, 1994, issued in the original

principal amount of $170,532

(the "Series 1994A Bonds");

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1996A dated

Apnl 25, 1996, issued in the original

principal amount of $151,800

(the “1996A Bonds™).

The Series 1982B Bonds, the Series 1994A Bonds and the Series 1996A Bonds
First Lien (Parity) are hereinafter called the "Prior Bonds."

The Bonds shall be issued on a parity with the Prior Bonds and with the Series
1997B Bonds and Series 1997D Bonds issued simultaneously herewith with respect to the
liens, pledge and source of and security for payment and in all other respects the Issuer has
complied with the requirements for issuance of parity bonds in the Prior Resolutions. Other
than the Prior Bonds and the Series 1997B Bonds and Series 1997D Bonds issued
simultaneously herewith, there are no outstanding bonds or obligations of the Issuer which
are secured by the revenues or assets of the System.

O.  The Issuer has, by certification from an independent certified public
accountant, met the parity test of Section 7.07 of the Prior Resolutions.

P. The Code provides exceptions from the rebate provisions for issues of
small governmental units meeting certain requirements. It is in the best interest of the Issuer
and its inhabitants to qualify for the small governmenta] unit exception from the rebate
provisions for the Bonds. Accordingly, it is hereby found and determined:
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(1) The Issuer is a governmental unit with general taxing powers.
(2)  The Bonds are not private activity bonds as defined by the Code.

(3)  Ninety-five percent (95%) or more of the net proceeds (as
defined with respect to the Code) of the Bonds will be used for local
governmental activities of the Issuer.

(4)  The Issuer reasonably expects that the aggregate face amount of
all tax-exempt bonds (other than private activity bonds) issued by the
Issuer and all subordinate entities thereof during the calendar year in
which the Bonds for the refunding will be issued will not aggregately
exceed $5,000,000. The Issuer reasonably expects to issue the Bonds
in calendar year 1997.

. The Issuer will not permit, at any time, any of the proceeds of the Bond
or any other funds of the Issuer to be used directly or indirectly in a manner which would
result in the exclusion of the Bond from the treatment afforded by Section 103(a) of the
Code.

R. ‘The Issuer will file all statements, instruments and returns necessary to
assure the tax-exempt status of the Bond.

S. The Bond will not be federally guaranteed within the meaning of the
Code.

T. It is reasonably anticipated that all proceeds of the Bond will be spent
within three years from the date of issuance.

Section 1.04. Resolution Constitutes Contract. In consideration of the
acceptance of the Bonds by those who shall be the Registered Owners of the same from time

to time, this Resolution 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 benefit, protection and security of the Registered
Owners of any and all of such Bonds of like series.
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ARTICIE I
AUTHORIZATION OF REFUNDING

Section 2.01 Authorization of Refunding. The Series 1982A Bonds
outstanding as of the date of issuance of the Series 1997D Bonds in an amount not more than
$3,600,000, are hereby ordered to be refunded pursuant to the terms of the Escrow
Agreement, and the pledge of Net Revenues in favor of the Holders of the Series 1982A
Bonds imposed by the Prior Resolution is hereby ordered terminated, discharged and
released upon the payment into the Escrow Fund from the proceeds of the Series 1997D
Bonds and from other moneys available therefor, of the following: (a) if required by the
Escrow Agreement, an amount equal to the paying agent charges and the escrow agent
charges to become due and payable in connection with the Series 1982A Bonds; (b) an
amount which will be simultaneously invested in Government Obligations bearing interest
and having maturities sufficient, together with certain cash, if any, which may also be
deposited, to provide for the payment of the principal of, interest and redemption premium,
if any, on the Series 1982A Bonds as the same become due, to the first permitted
Redemption Date thereof, being October 1, 2001, and on such Redemption Date to pay the
Redemption Price of the Series 1982A Bonds, all as set forth in the Escrow Agreement
which is hereby authorized. Contemporaneously with the deposit of the proceeds of the
Series 1997D Bonds and other moneys into the Escrow Fund, the amount on deposit in the
Series 1982A Bonds Reserve Account created by the Prior Resolution shall be transferred
to the Series 1997D Bonds Reserve Account. The Issuer hereby authorizes the West Virginia
Municipal Bond Commission to act as Escrow Agent with respect to the refunding of the
Series 1982A Bonds.

Pursuant to the Prior Resolution, upon refunding of the Series 1982A Bonds,
the outstanding Series 1982B Bonds shall share a first lien parity position with respect to the
liens, pledge and source of and security for payment with the Bonds herein authorized, the
Prior Bonds, the Series 1997B Bonds and the Series 1997C Bonds, issued simultaneously
herewith.
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ARTICLE III

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

Section 3,01. Authorization of Bonds. For the purposes of funding a reserve
account for the Series 1997D Bonds, refunding the Series 1982A Bonds, and paying certain

costs of issuance and related costs, or any of such purposes as shall be specified in the
Supplemental Resolution, there shall be issued negotiable bonds of the Issuer. Said Bonds
shall be issued in one series, to be designated "Shady Spring Public Service District Sewer
Refunding Revenue Bonds, Series 1997D," in the aggregate principal amount of not more
than $3,600,000, and shall have such terms as are set forth hereinafier or in the Supplemental
Resolution. The proceeds of the Bonds remaining after funding of the Reserve Account (if
funded from Bond proceeds) and capitalization of interest, if any, shall be deposited in the
Escrow Fund established by Section 5.03 hereof.

Section 3.02. Tenms of Bonds. The Bonds shall bear interest at such rate or
rates, not exceeding the then legal maximum, 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. The Bonds shall be payable as
to principal at the office of the Paying Agent, in any coin or currency which on the dates of
payment of principal is legal tender for the payment of public or private debts under the laws
of the United States of America. Interest on the Bonds shall be paid by check or draft of the
Paying Agent mailed to the Registered Owner thereof at the address as it appears on the
books of the Bond Registrar, or by such other method as shall be mutually agreeable so long
as the Authority is the Registered Owner thereof.

Unless otherwise provided by this Resolution or the Supplemental Resolution,
the Bonds shall be issued in the form of a single bond, fully registered to the Authority, with
a debt service schedule attached, representing the aggregate principal amount of each series,
and shall mature in principal installments, all as provided in this Resolution. The Bonds
shall be exchangeable at the option and expense of the Holder for other fully registered
Bonds 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 the Supplemental Resolution and shall bear interest from such
date.
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Section 3.03. Additional Terms of Series 1997D Bonds. In addition to the

terms set forth in Sections 3.01 and 3.02 hereof and in anticipation of the sale of the Series
1997D Bonds to the Authority, the Issuer covenants that the Series 1997D Bonds shall
comply in all respects with the provisions of the Loan Agreement and of any resolution of
the Authority authorizing the issuance of Series 1997D Bonds pursuant to the Program.

Section 3.04. Execution of Bonds. The Bonds shall be executed in the name
of the Issuer by the Chairperson, 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 any of the Bonds shall cease to be such officer of the Issuer
before the Bonds so signed and sealed have been actually sold and delivered, such Bonds
may nevertheless be sold and delivered as herein provided and may be issued as if the person
who signed or sealed such Bonds had not ceased to hold such office. Any Bonds may be
signed and sealed on behalf of the Issuer by such person as at the actual time of the execution
of such Bonds shall hold the proper office in the Issuer, although at the date of such Bonds
such person may not have held such office or may not have been so authorized.

Section 3.05. Authentication and Registration. No Bond shall be valid or
obligatory for any purpose or entitled to any security or benefit under this Resolution unless

and until the Certificate of Authentication and Registration on such Bond, substantially in
the form 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 such Bond shail
be conclusive evidence that such Bond has been authenticated, registered and delivered under
this Resolution. The Certificate of Authentication and Registration on any Bond shall be
deemed to have been executed by the Bond Registrar if manually signed by an authorized
officer of the Bond Registrar, but it shail not be necessary that the same officer sign the
Certificate of Authentication and Registration on all of the Bonds issued hereunder.

Section 3.06. Negotiability, Transfer and Registration. Subject to the
provisions for transfer of registration set forth below, the Bonds shall be and have all of the

qualities and incidents of negotiable instruments under the Uniform Commercial Code of the
State, and each successive Registered Owner in accepting any of said 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, and
each successive Registered Owner shall further be conclusively deemed to have agreed that
said Bonds shall be incontestable in the hands of a bona fide holder for value.

So long as any of the Bonds remain Outstanding, the Issuer, through the Bond
Registrar, shall keep and maintain books for the registration and transfer of the Bonds.

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

Section 3.07. 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 and deliver, a new
Bond of the same series and of like tenor as the Bonds so mutlated, 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 proof of its ownership thereof and satisfactory indemnity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
surrendered shall be cancelled by the Bond Registrar and held for the account of the Issuer.
If any such Bond shall have matured or be about to mature, instead of issuing a substitute
Bond, the Issuer may pay the same, upon being indemnified as aforesaid, and if such Bond
be lost, stolen or destroyed, without surrender thereof.

Section 3.08. Bonds not to be Indebtedness of the Issuer. The 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 and amounts, if any,
in the Reserve Account. No Holder or Holders of any of the Bonds shall ever have the right
to compel the exercise of the taxing power, if any, of the Issuer to pay the Bonds or the
interest thereon.

Section 3.09. Bonds Secured by Pledge of Net Revenues. The payment of the
debt service on all the Series 1997D Bonds shall be secured forthwith equally and ratably

with each other by a first lien on the Net Revenues derived from the System on a parity with
the lien on such Net Revenues in favor of the Holders of the Prior Bonds, the Series 19978
Bonds and the Series 1997C Bonds. Such Net Revenues in an amount sufficient to pay the
principal of and interest on and other payments for the Prior Bonds, the Series 1997B Bonds,
the Series 1997C Bonds and the Series 1997D Bonds and to make the payments into the
Sinking Funds, the Reserve Account therein and the Renewal and Replacement Fund
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hereinafter established, are hereby irrevocably pledged to the payment of the principal of and
interest on the Series 1997D Bonds as the same become due.

Section 3,10. Form of Bonds. The text of the Series 1997D 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 Bonds]

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER REFUNDING REVENUE BOND, SERIES 1997D

No. D-1 $

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC

SERVICE DISTRICT, a public corporation and political subdivision of the State of West

Virginia in Raleigh 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

1 of each year as set forth on the "Schedule of Annual Debt Service" attached as

Exhibit A hereto and incorporated herein by reference, with interest on each installment at
the rate per annum set forth on said Exhibit A.

The interest rate on each installment shall run from the original date of delivery
of this Bond to the Authority and payment therefor, and until payment of such mstallment,
and 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 First
Century Bank, Oceana, 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 Agreement between
the Issuer and the Authority dated , 1997

- This Bond is one of a series of Bonds (the "Bonds") issued in the original
principal amount of $ (i) to pay a portion of the costs of refunding the Sewer
Revenue Bonds, Series 1982A; [(ii) to fund a reserve account for the Bonds;] and (iii) to pay
certain costs of issuance hereof and related costs. This Bond is issued under the authority
of and in full compliance with the Constitution and statutes of the State of West Virginia,
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including particularly Chapter 16, Article 13A of the Code of West Virginia, 1931, as
amended (the "Act"), and a Resolution duly adopted by the Issuer on , 1997,
as supplemented by a Supplemental Resolution duly adopted by the Issuer on

1997 (collectively, the “Resolution™) and is subject to all the terms and conditions thereof
The Resolution 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 Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN THE
RESOLUTION, AND THE SERIES 1997B BONDS AND THE SERIES 1997C BONDS
ISSUED SIMULTANEOUSLY HEREWITH.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Resolution) 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 Prior Bonds and the Series 1997R
Bonds and Series 1997C Bonds issued simultaneously herewith, moneys in the Reserve
Account created under the Resolution for the Bonds (the "Series 1997D Bonds Reserve
Account") and unexpended proceeds of the Bonds (the "Bond Proceeds”). Such Net
Revenues shall be sufficient to pay the principal of and interest on all bonds which may be
issued pursuant to the Act and which shall be set aside in 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 1997D Bonds Reserve Account and
unexpended Bond Proceeds. Pursuant to the Resolution, 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 required in any year for debt service on the Series 1997D Bonds, and all
other obligations secured by a lien on or payable from such revenues prior to or on a parity
with any of the Series 1997D Bonds including the Prior Bonds, the Series 1997B Bonds and
Series 1997C Bonds, issued simultaneously herewith, provided however, that so long as the
Series 1997D Bonds Reserve Account is funded at an amount at least equal to the maximum
amount of principal and interest which will come due on said Bonds in the then current or
any succeeding year, and the reserve account for any other obligations outstanding prior to
or on a parity with the Series 1997D Bonds, including the Prior Bonds, the Series 1997B
Bonds and the Series 1997C Bonds issued simultaneously herewith, is funded at 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 Resolution. Remedies provided the
Registered Owners of the Bonds are exclusively as provided in the Resolution, to which
reference is here made for a detailed description thereof.
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Subject to the registration requirements set forth herein, this Bond is -
transferable, as provided in the Resolution, 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, shall be
applied solely to the costs of the Project described in the Resolution, and there shall be and
hereby is created and granted a lien upon such moneys, until so applied, in favor of the
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 in the
issuance of this Bond have existed, 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 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 Resolution, resolutions and statutes under which this
Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the
same extent as if written fully herein.

IN WITNESS WHEREOF, SHADY SPRING PUBLIC SERVICE DISTRICT
has caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto
affixed and attested by its Secretary, and has caused this Bond to be dated
1997.

SHADY SPRING PUBLIC SERVICE DISTRICT

By:

Chairperson
{SEAL]

ATTEST:

Secretary
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(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1997D Bonds described in the within-mentioned

Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

Date: , 1997

, as Registrar

By:
Its Authorized Officer
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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 said Bond on the books kept for registration thereof with full power of
substitution in the premises.

Dated:

In the presence of:
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Section 3.11. Sale of Bonds; Ratification and Execution of Loan Agreement
with Authority. The Series 1997D Bonds shall be sold to the Authority pursuant to the terms
and conditions of the Loan Agreement. If not so authorized by previous resolution, the
Chairperson is specifically authorized and directed to execute the Loan Agreement and the
Secretary is directed to affix the seal of the Issuer, attest the same and deliver the Loan
Agreement to the Authority, and any such prior execution and delivery is hereby authorized,
ratified and approved.

Section 3.12. "Amended Schedule A". Prior to closing, the Issuer will file
with the Authority a schedule in substantially the form of the "Amended Schedule A" to the
Loan Agreement, setting forth the actual costs of refunding the Series 1982 A Bonds and
sources of funds therefor.
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ARTICLE IV
[RESERVED]
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ARTICL
SYSTEM REVENUES AND APPLICATION THEREOF

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

(1)  Revenue Fund;
(2)  Renewal and Replacement Fund;
(3)  Cost of Issuance; and

(4) Rebate Fund.
. Section 5.02. Establishment of Funds and Accounts with Commission. The

following special funds or accounts are hereby established with the Commission:
(1)  Series 1997D Bonds Sinking Fund;

(a)  Within the Series 1997D Bonds Sinking Fund, the Series
1997D 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 Resolution and shall be kept separate and distinct from all other funds of the Issuer and
the Depository Bank and used only for the purposes and in the manner herein provided.

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

(2)  Next from the moneys in the Revenue Fund, the Issuer shall on the
fifteenth day of each month commencing on the fifteenth day of the month following the
month of delivery of the Series 1997B Bonds, make the payments required by Section
5.03A(2) of the Prior Resolutions and (a) shall simultaneously therewith apportion and set
apart out of the Revenue Fund and remit to the office and place designated by the Series
1997B Bonds (herein called the "Sinking Fund") the monthly payment of interest set forth
in the Supplemental Resolution or such lesser amount as is required to pay the interest on the
Series 1997B Bonds as evidenced by the Record of Advances and Payments attached to the
Senies 1997B Bonds as set forth in the Bond form in Section 3.10. If funds in the reserve
fund are not sufficient to make all the payments required by this section, the Issuer shall
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apportion and prorate the funds available to the payments required herein; and (b)
commencing on the first day of each month simultaneously with the payments required by
this Section, 4 months prior to the first date of payment of interest on the Series 1997C Bond,
apportion and set apart out of the Revenue Fund and remit to the Commission for deposit in
the Series 1997C Bond Sinking Fund, a sum equal to 1/3rd of the amount of interest which
will mature and become due on said Series 1997C Bond on the next ensuing quarterly
payment date; provided that, in the event the period to elapse between the date of such initial
deposit in the Series 1997C Bond Sinking Fund and the next quarterly payment date is less
than 4 months, then such monthly payments shall be increased proportionately to provide,
one month prior to the next quarterly payment date and (c) commencing on the first day of
each month, apportion and set apart out of the Revenue Fund and remit to the Commission,
commencing 7 months prior to the first date of payment of interest on the Series 1997D
Bonds for which interest has not been capitalized, apportion and set apart out of the Revenue
Fund and remit to the Commission, for deposit in the Series 1997D Bonds Sinking Fund, a
sum equal to 1/6th of the amount of interest which will become due on said Series 1997D
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 1997D Bonds Sinking
Fund and the next semiannual interest payment date is less than 7 months, then such monthly
payments shall be increased proportionately to provide, one month prior to the next
semiannual interest payment date, the required amount of interest coming due on such date.

(3)  Next from the moneys in the Revenue Fund, the Issuer shail (a) on the
fifteenth day of each month, as provided by the Supplemental Resolution, make the payment
required by Sections 5.03A(3) of the Prior Resolutions and simultaneously therewith shall
apportion and set apart from the Revenue Fund and remit to the Sinking Fund the monthly
payment of principal set forth in the Supplemental Resolution or such lesser amount as is
evidenced by the Record of Advances and Payments attached to the Series 1997B Bond as
set forth in the Bond form in Section 3.10, such amount or amounts being the amount
required to amortize the principal of the Series 1997B Bonds over the life of the Bonds. If
funds in the reserve fund are not sufficient to make all the payments required by this section,
the Issuer shall apportion and prorate the funds available to the payments required herein;
and (b) commencing on the first day of each month, commencing 4 months prior to the first
date of payment of principal on the Series 1997C Bond, apportion and set apart out of the
Revenue Fund and remit to the Commission for deposit in the Series 1997C Bond Sinking
Fund, a sum equal to 1/3rd of the amount of principal which will mature and become due on
said Series 1997C Bond on the next ensuing quarterly principal payment date; provided that,
in the event the period to elapse between the date of such initial deposit in the Series 1997C
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
such monthly payments shall be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date and (¢) commencing on the first day of each month, 4 months prior to the first date of
payment of principal on the Series 1997D Bond, apportion and set apart out of the Revenue
Fund and remit to the Commission for deposit in the Series 1997D Bond Sinking Fund, a
sum equal to 1/3rd of the amount of principal which will mature and become due on said
Series 1997D Bond on the next ensuing quarterly principal payment date; provided that, in
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the event the period to elapse between the date of such initial deposit in the Series 1997D
Bond Sinking Fund and the next quarterly principal payment date is less than 4 months, then
such monthly payments shall be increased proportionately to provide, one month prior to the
next quarterly principal payment date, the required amount of principal coming due on such
date

The deposits to the Sinking Fund provided in this paragraph and in (2), above,
constitute actual payments of principal and interest on the Bonds issued to RUS. The
amounts required for principal and interest payments on the Bonds issued hereunder other
than to RUS shall be deposited in a sinking fund created by a Supplemental Resolution.

The Issuer shall complete the "Monthly Payment Form," the form of which is
attached to the Loan Agreement as Exhibit F, and submit a copy of said form along with a
copy of its remittance checks to the Authority by the 5th day of such calendar month.

(4)  The Issuer shall next transfer from the Revenue Fund and make the
payment required by Sections 5.03 A(4) of the Prior Resolution and simultaneously therewith
(a) deposit in a Reserve Account at the Depository Bank (herein the "Reserve Account”), or
in the case of Bonds other than the Series 1997B Bonds originally authorized hereby in a
reserve account in a sinking fund created by Supplemental Resolution or otherwise as
designated by a Supplemental Resolution, on the fifteenth day of each month of each year
beginning with and including the month in which payments from the Revenue Fund for
interest on the Series 1997B Bonds are commenced, an amount equal to one tenth (1/10) of
the amount deposited into the Sinking Fund, as set forth above. If funds in the reserve fund
are not sufficient to make all the payments required by this section, the Issuer shall apportion
and prorate the funds available to the payments required herein; and (b) commencing on the
first day of each month, 3 months prior to the first date of payment of principal of the Series
1997C Bond, if not fuily funded upon issuance of the Series 1997C Bond, apportion and set
apart out of the Revenue Fund and remit to the Commission for deposit in the Series 1997C
Reserve Account, an amount equal to 1/120 of the Series 1997C Reserve Requirement;
provided, that no further payments shall be made into the Series 1997C 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 1997B Reserve Requirement; and (c) commencing on
the first day of each month, 3 months prior to the first date of payment of principal of the
Series 1997D Bond, if not fully funded upon issuance of the Series 1997D Bond, apportion
and set apart out of the Revenue Fund and remit to the Commission for deposit in the Series
1997D Reserve Account, an amount equal to 1/120 of the Series 1997D Reserve
Requirement; provided, that no further payments shall be made into the Series 1997D
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 1997D Reserve Requirement.

(5)  The Issuer shall next, from the moneys remaining in the Revenue Fund,
on the first day of each month, simultaneously with the payments listed above, transfer to the
Renewal and Replacement Fund a sum equal to 2 1/2% of the Gross Revenues each month,
exclusive of any payments for account of any Reserve Account (such amount to be inclusive
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with Section 5.03A(5) of the Prior Resolutions, not in addition to). All funds in the Renewal
and Replacement Fund shall be kept apart from all other funds of the Issuer or of the
Depository Bank and shall be invested and reinvested in accordance with Article VIII hereof.
Withdrawals and disbursements may be made from the Renewal and Replacement Fund for
replacements, emergency repairs, improvements or extensions to the System; provided, that
any deficiencies in the Series 1997B Bond Reserve Account, the Series 1997C Bond Reserve
Account, or the Series 1997D Bond 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.

Moneys in the Series 1997D Bonds Sinking Fund shall be used only for
the purposes of paying principal of and interest on the Bonds as the same shall
become due. Moneys in the Series 1997D Bonds Reserve Account shall be
used only for the purpose of paying principal of and interest on the Bonds, as
the same shall come due, when other moneys in the attendant Sinking Funds
are insufficient therefor, and for no other purpose.

_ All investment eamings on moneys in the Series 1997D Bonds Sinking
Fund and Reserve Account shall be returned, not less than once each year, by
the Commission to the Issuer, and such amounts shall be deposited for use in
the Eamings Fund as required by Section 8.03.

Any withdrawals from the Series 1997D Bonds Reserve Account which
result in a reduction in the balance of the Series 1997D Bonds Reserve
Account to below the Reserve Requirement shall be subsequently restored
from the first Net Revenues available after all required payments to the Series
1997D Bonds Sinking Fund and the Series 1997D Bonds Reserve Account,
mncluding deficiencies for prior payments, have been made in full.

As and when additional Bonds ranking on a parity with the Series
1997D Bonds are issued, provision shall be made for additional payments into
the respective Sinking Fund sufficient to pay any interest on such Parity Bonds
and accomplish retirement thereof at maturity and to accumulate a balance in
the appropnate Reserve Account in an amount equal to the maximum provided
and required to be paid into the concomitant Sinking Fund in any year for
account of the bonds of such series, including such additional Bonds which by
their terms are payable from such Sinking Fund.

The Commission is hereby designated as the fiscal agent for the
administration of the Sinking Fund created hereunder, and all amounts
required for said Sinking Fund shall be remitted to the Commission from the
Revenue Fund by the Issuer at the times provided herein.
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The payments into the Sinking Fund shall be made on the first day of
each month, except that when the first day of any month shall be a Sunday or
legal holiday then such payments shall be made on the next succeeding
business day, and all such payments shall be remitted to the Commission with
appropriate instructions as to the custody, use and application thereof
consistent with the provisions of this Resolution.

Moneys in the Reserve Account shall be invested and reinvested by the
Commission in accordance with Section 8.01 hereof.

The Sinking Fund, including the Reserve Account therein, shall be used
solely and only for, and are hereby pledged for, the purpose of servicing the
respective Bonds and any Parity Bonds that may be issued and Outstanding
under the conditions and restrictions hereinafter set forth.

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

C. The Issuer shall remit from the Revenue Fund to the Commission, the
Registrar, the Paying Agent, or the Depository Bank, on such dates as the Commission, the
Registrar, the Paying Agent, or the Depository Bank as the case may be, shall require, such
additional sums as shall be necessary to pay the charges and the fees then due.

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

E. If on any monthly payment date the revenues are insufficient to place
the required amount in any of the funds and accounts as hereinabove provided, the deficiency
shall be made up in the subsequent payments in addition to the payments which would
otherwise be required to be made into the funds and accounts on the subsequent payment
dates; provided, that all deposits, including on account of deficiencies, shall be made in the
order of priority set forth in Paragraph (A), above, and no payment of lower priority shall be
made if there exists a deficiency in a fund or account of higher priority. No such deficiency
shall exist solely because the required payments into the Reserve Accounts have not, as of
such date, funded such account to the requirement therefor.

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.
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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

Construction Trust Fund, and following compietion of the Project, shall be deposited in the
Revenue Fund and used for any lawful purpose of the System.
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ARTICLE VI
APPLICATION OF BONDS PROCEEDS

Section 6.01. Application of Bonds Proceed; Pledge of Unexpended Bond
Progeeds. (1) From the moneys received from the sale of the Series 1997D Bonds, the
following amounts shall be deposited as set forth below:

A. From the proceeds of the Series 1997D Bonds, there shall be deposited
in the Escrow Account an amount to pay in full the principal of, redemption premium, if any,
and interest on, the Series 1982A Bonds. This amount may be reduced by any transfers to
the Escrow Account from the Series 1982A Bonds Sinking Fund, including the Reserve
Account therein.

B. From the proceeds of the Series 1997D Bonds, there shall be deposited
with the Commission in the Sertes 1997D Bonds Reserve Account the sum, if any, set forth
in the Supplemental Resolution for funding of the Series 1997D Bonds Reserve Account.

e The remaining moneys derived from the sale of the Series 1997D Bonds
shall be deposited with the Depository Bank in the Costs of Issuance Account and applied
solely to payment of costs of issuance of the Series 1997D Bonds.

The Depository Bank shall act as a trustee and fiduciary for the Bondholders
with respect to the Cost of Issuance Account and shall comply with all requirements with
respect to the disposition of the Cost of Issuance Account set forth in this Resolution.
Moneys in the Cost of Issuance Account shall be used solely to pay costs of issuance and,
until so expended, are hereby pledged as additional security for the Bonds

Section 6,02, Disbursements from the Cost of [ssuance Accoynt. Payments for
Costs of Issuance of the Bonds shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Cost of
[ssuance Account (except for the costs of issuance of the Bonds originally authorized hereby,
which shall be made upon request of the Issuer), shall be made only after submission to the
Depository Bank of a certificate, signed by an Authorized Officer and the Consulting
Engineers, stating:

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

(B)  That each item for which the payment is proposed to be made is

or was necessary in connection with the Project and constitutes a Cost of
Issuance;
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(C)  That each of such costs has been otherwise properly incurred:;
and

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

In case any contract provides for the retention of a portion of the contract price,
the Depository Bank shall disburse from the Cost of Issuance Account only the net amount
remaining after deduction of any such portion. All payments made from the Cost of Issuance
Account 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 Cost of Issuance Account. The Consulting Engineers shall from time
to time file with the Depository Bank written statements advising the Depository Bank of its
then authorized representative.
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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 Resolution shall be and constitute valid and legally binding covenants
of the Issuer and shall be enforceable in any court of competent jurisdiction by any Holder
or Holders of the Bonds. In addition to the other covenants, agreements and provisions of
this Resolution, the Issuer hereby covenants and agrees with the Holders of the Bonds, as
hereinafter provided in this Article VIL. All such covenants, agreements and provisions shall
be irrevocable, except as provided herein, as long as any of said Bonds, or the interest
thereon is Outstanding and unpaid.

Section 7.02. Bonds, Not to be Indebtedness of the Issuer. The 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 Resolution. No Holder or Holders of any Bonds, shall ever
have the right to compel the exercise of the taxing power, if any, of the Issuer to pay said
Bonds or the interest thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues: Lien Position. The
payment of the debt service of the Series 1997D Bonds issued hereunder shall be secured
forthwith equally and ratably by a first lien on the Net Revenues derived from the operation
of the System on a parity with the lien on such Net Revenues in favor of the Holders of the
Prior Bonds, the Series 1997B Bonds and the Series 1997C Bonds. The revenues derived
from the System, in an amount sufficient to pay the principal of and interest on the Bonds
herein authorized and to make the payments into the Sinking Fund, including the Reserve
Account therein, and all other payments provided for in this Resolution are hereby
irrevocably pledged, in the manner provided herein, to the payment of the principal of and
interest on the Bonds as the same become due, and for the other purposes provided in this
Resolution.

Section 7.04. Initial Schedule of Rates and Charges. The schedule of rates and
charges for the services and facilities of the System shall be as set forth, described in and
ordered by the PSC Order, which schedule of rates is attached as Exhibit B hereto and
incorporated herein by reference and is hereby adopted and approved as the rates of the
Issuer, which rates will become effective as provided in the PSC Order.

The schedule of rates and charges shall at all times be adequate to produce
Gross Revenues from the System sufficient to pay the Operating Expenses of the System and
to make the prescribed payments into the funds and accounts 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.
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Section 7.05. Sale of the System. Except as otherwise required by law, 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 or redeem at or prior to maturity all the Bonds Outstanding, or to effectively defease
this Resolution in accordance with Sections 10.01. The proceeds from any such sale,
mortgage, lease or other disposition of the System shall be immediately remitted to the
Commission for deposit in the Sinking Funds, and the Issuer shall direct the Commission to
apply such proceeds to the payment of principal at maturity of and interest on the Series
1997D Bonds about to mature and to the redemption prior to maturity at the earliest date
permitted hereby and at the redemption price, of all other Outstanding Bonds. Any balance
remaining after the redemption or payment of all the Series 1997D 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 nght 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 $10,000, the Issuer shall, by resolution, determine that
such property comprising a part of the System is no longer necessary, useful or profitable in
the operation thereof and may then provide for the sale of such property. The proceeds of
any such sale shall be deposited in the Renewal and Replacement Fund. If the amount to be
received from such sale, lease or other disposition of said property, together with all other
amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall
first, in writing, determine upon consultation with the Consulting Engineers that such
property comprising a part of the System is no longer necessary, useful or profitable in the
operation thereof and may then, if it be so advised, by resolution duly adopted, authorize
such sale, lease or other disposition of such property upon public bidding. The proceeds
derived from any such sale, lease or other disposition of such property, aggregating during
such Fiscal Year in excess of $10,000 and not in excess of $50,000, shall, upon receipt of
approval of the Registered Owners, if needed, be remitted by the Issuer to the Commission
for deposit in the appropriate Sinking Fund and shall be applied only to the purchase or
redemption of Bonds of the last maturities then Outstanding at prices not greater than the
applicable redemption price, or, if not redeemable, par, or otherwise in the Renewal and
Replacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
and Replacement Fund shall not reduce the amounts required to be paid into said funds by
other provisions of this Resolution. No sale, lease or other disposition of the properties of
the System shall be made by the Issuer if the proceeds to be derived therefrom, together with
all other amounts received during the same Fiscal Year for such sales, leases, or other
dispositions of such properties, shall be in excess of $50,000 and insufficient to pay or
redeem prior to maturity all Bonds then Outstanding without the prior approval and consent
in writing of the Holders, or their duly authorized representatives, of sixty-six and two-thirds
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Section 7.05. Sale of the System. Except as otherwise required by law, 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 or redeem at or prior to maturity all the Bonds Outstanding, or to effectively defease
this Resolution in accordance with Sections 10.01. The proceeds from any such sale,
mortgage, lease or other disposition of the System shall be immediately remitted to the
Commission for deposit in the Sinking Funds, and the Issuer shall direct the Commission to
apply such proceeds to the payment of principal at maturity of and interest on the Series
1997D Bonds about to mature and to the redemption prior to maturity at the earliest date
permitted hereby and at the redemption price, of all other Outstanding Bonds. Any balance
remaining after the redemption or payment of all the Series 1997D 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 heremafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior to any such sale, lease or other
disposition of such property, if the amount to be received therefor, together with all other
amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, is not in excess of $10,000, the Issuer shall, by resolution, determine that
such property comprising a part of the System is no longer necessary, useful or profitable in
the operation thereof and may then provide for the sale of such property. The proceeds of
any such sale shall be deposited in the Renewal and Replacement Fund. If the amount to be
received from such sale, lease or other disposition of said property, together with all other
amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in excess of $10,000 but not in excess of $50,000, the Issuer shall
first, in writing, determine upon consultation with the Consulting Engineers that such
property comprising a part of the System is no longer necessary, useful or profitable in the
operation thereof and may then, if it be so advised, by resolution duly adopted, authorize
such sale, lease or other disposition of such property upon public bidding. The proceeds
derived from any such sale, lease or other disposition of such property, aggregating during
such Fiscal Year in excess of $10,000 and not in excess of $50,000, shall, upon receipt of
approval of the Registered Owners, if needed, be remitted by the Issuer to the Commission
for deposit in the appropriate Sinking Fund and shall be applied only to the purchase or
redemption of Bonds of the last maturities then Outstanding at prices not greater than the
applicable redemption price, or, if not redeemable, par, or otherwise in the Renewal and
Replacement Fund. The payment of such proceeds into the Sinking Funds or the Renewal
and Replacement Fund shall not reduce the amounts required to be paid into said funds by
other provisions of this Resolution. No sale, lease or other disposition of the properties of
the System:shall be made by the Issuer if the proceeds to be derived therefrom, together with
all other amounts received during the same Fiscal Year for such sales, leases, or other
dispositions of such properties, shall be in excess of $50,000 and insufficient to pay or
redeem prior to maturity all Bonds then Outstanding without the prior approval and consent
in writing of the Holders, or their duly authorized representatives, of sixty-six and two-thirds
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(66 2/3%) in amount of the Bonds then Outstanding and the Consulting Engineers. 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 Qther Obligations Payable Out of Revenues and
General Covenant Against Encumbrances. So long as any of the Bonds are Outstanding, the
Issuer shall not issue any other obligations whatsoever payable from the revenues of the
System which rank prior to, or equally, as to lien on and source of and security for payment
from such revenues with the Bonds; provided, however, that Parity Bonds may be issued as
provided for in Section 7.07 hereof. All obligations hereafter issued by the Issuer payable
from the revenues of the System, except such Parity Bonds, shall contain an express
statement that such obligations are junior and subordinate, as to lien on and source of and
security for payment from such revenues and in all other respects, to the Bonds; provided,
that no such subordinate obligations shall be issued unless all payments to be made into the
Reserve Accounts and the Renewal and Replacement Fund at the time of the issuance of
such subordinate obligations have been made and are current.

. 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 respective liens of the Bonds, and the interest thereon,
upon any of the income and revenues of the System pledged for payment of the Bonds and
the interest thereon in this Resolution, or upon the System or any part thereof.

Section 7.07. Parity Bonds. A. No Parity Bonds, payable out of the revenues
of the System, shall be issued after the issuance of any Bonds pursuant to this Resolution,
except under the conditions and in the manner herein provided.

All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 1997D Bonds.

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

No Panity 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, based upon the necessary investigation and certification by the Consulting
Engineers, 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 to be received in each of
the three succeeding years after the completion of the improvements to be financed by such
Parity Bonds, 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:
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(1)  The Bonds then Outstanding;

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

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

The “estimated average increased annual Net Revenues to be received in each
of the three 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 any
increase in rates adopted by the Issuer and approved by the PSC, the period for appeal of
which has expired prior to the date of delivery of such Parity Bonds, and shall not exceed
the amount to be stated in a certificate of the Consulting Engineers, which shall be filed in
the office of the Secretary prior to the issuance of such Parity Bonds.

The Net Revenues actually derived from the 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 Consulting Engineers and the said Independent Certified Public Accountants, as stated
in a certificate jointly made and signed by the Consulting Engineers and said Independent
Certified Public Accountants, on account of increased rates, rentals, fees and charges for the
System adopted by the Issuer and approved by the PSC, the period for appeal of which has
expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written contracts for the immediate construction or acquisition of such
extensions or improvements, if any, to the System that are to be financed by such Parity
Bonds.

All covenants and other provisions of this Resolution (except as to details of
such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and
security of the Holders of the Series 1997D Bonds and the Holders of any Parity Bonds
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 respective liens on the revenues of the System and their respective source of
and security for payment from said revenues, without preference of any Bond of one series
over any other Bond of another series on a parity therewith. The Issuer shall comply fully
with all the increased payments into the various funds and accounts created in this
Resolution required for and on account of such Parity Bonds, in addition to the payments
required for Bonds theretofore issued pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject
to the prior and superior liens of the Outstanding Bonds on such revenues. The Issuer shall
not issue any obligations whatsoever payable from the revenues of the System, or any part
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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 1997D Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments
into the respective funds and accounts provided for in this Resolution with respect to the
Bonds then Outstanding, and any other payments provided for in this Resolution, 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
Resolution.

B. Notwithstanding the foregoing, or any provision of Section 7.06 to the
contrary, addittonal Bonds may be issued pursuant to a Supplemental Resolution solely for
the purpose of completing the Project as described in the application to the Authority and in
accordance with the plans and specifications of the Consulting Engineer, in the event that the
Series 1997D Bonds should be insufficient, together with other funds lawfully available
therefore, to pay all costs of construction and acquisition of the project without regard to the
restrictions set forth in this Section 7.07, if there is first obtained by the Issuer the written
consent of the Authority to the issuance of bonds on a parity with the Bonds and provided
further that prior to the issuance of such Parity Bonds and under the provisions of this
paragraph, the Consulting Engineers shall file with the Secretary a certificate to the effect
that additional funds are necessary for such purpose. All such Parity Bonds authorized and
issued under the provisions of this paragraph shall be limited to the aggregate principal
amount required to make up any deficiency in funds for payment of the construction costs
to complete the Project, and the maturities of any such Parity Bonds shall be in years and
amounts suggested by the Authority.

Section 7.08. Books, Records and Facilities. The Issuer shall keep complete
and accurate records. 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 connection
with 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 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 Resolution 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 by the Uniform System of
accounts promulgated by the PSC. Separate control accounting records shall be maintained
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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 Consulting Engineers, and the Authority, or any
other original purchaser of the Bonds, and shall mail in each year to any Holder or Holders
of 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 Resolution with respect to said Bonds and
the status of all said funds and accounts.

_ (C) The amount of any Bonds, Notes or other obligations
outstanding and secured by a lien on the Net Revenues of the System.

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 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 Bonds and shall
submit said report to the Authority, or any other original purchaser of the 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 Loan Agreement and this Resolution 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 said 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
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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
reasonable expenses of operation, repair and maintenance of the System, including any
reserves required by the PSC Order or any supplement or amendment thereto and (ii) to leave
a balance each year equal to at least 115% of the maximum amount required in any year for
payment of principal of and interest, if any, on the Bonds and all other obligations secured
by a lien on or payable from such revenues prior to or on a parity with the Bonds; provided
that, in the event that amounts equal to or in excess of the Reserve Requirement are on
deposit respectively in the Reserve Account and reserve accounts for obligations prior to or
on a parity with the Bonds are funded at least at the requirement therefor, such balance each
year need only equal at least 110% of the maximum amount required in any year for payment
of principal of and interest, if any, on the Bonds and all other obligations secured by a lien
on or payable from such revenues prior to or on a parity with the Bonds.

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 thirty days of the 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 the Consulting Engineers, 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 the
Consulting Engineers 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 who shall file his address with the Issuer and
request in writing that copies of all such budgets and resolutions be furnished him and shall
make available such budgets and all resolutions authorizing increased expenditures for
operation and maintenance of the System at all reasonable times to any Holder of any Bonds
or anyone acting for and in behalf of such Holder of any Bonds.

Commencing on the date the Series 1982A Bonds are refunded and for two
years following such date, the Issuer shall each month complete a “Monthly Financial
Report,” a form of which is attached to the Loan Agreement as Exhibit C, and forward a
copy of such report to the Authority by the 10th day of each month.
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Scction 711, Engineering Services and Operating Personnel. The Issuer shall
provide and maintain competent and adequate resident engineering services satisfactory to
the Authority covering the supervision and inspection of the development, construction and
operation of the System.

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 PSC and other laws of the State,

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 PSC, 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 PSC, discontinue and shut
off the services of the System 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 until all
delinquent charges for the services of the System, plus reasonable interest and penalty
charges for the icsiviaiton uf service, nave been Tuiiy paid and shall take all further actions
to enforce collections to the maximum extent permitted by law.

Section 7.14. No Free Services. The Issuer will not render or cause to be
rendered any free services of any nature by the System, nor will any preferential rates be
established for users of the same class; and in the event the Issuer, or any department,
agency, instrumentality, officer or employee of the Issuer shall avail itself or themselves of
the facilities or services provided by the System, or any part thereof, the same rates, fees or
charges applicable to other customers receiving like services under similar circumstances
shall be charged the Issuer and any such department, agency, instrumentality, officer or
employee. Such charges shall be paid as they accrue and the Issuer shall transfer from its
general funds sufficient sums to pay such charges for service to any of its departments or
properties. 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 any of the Bonds remain Outstanding, the Issuer will,
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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 propertles similar to
the System. Such insurance shall initially cover the following risks and be in the following
amounts:

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

. contractor and all subcontractors as their respective interests
may appear, in accordance with the Loan Agreement, during
construction of the Project on a 100% basis (completed value
form) on the insurable portion of the Project, such insurance to
be made payable to the 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
and the Authority from claims for bodily injury and/or death and
not less than $500,000 per occurrence from claims for damage
to property of others which may arise from the operation of the
System, and insurance with the same limits to protect the Issuer
from claims arising out of operation and ownership of motor
vehicles of or for the System.

(3) WORKERS’ COMPENSATION COVERAGE
FOR ALL EMPLOYEES OF OR FOR THE SYSTEM
ELIGIBLE THEREFOR; AND PERFORMANCE AND
PAYMENT BONDS, such bonds to be in the amounts of 100%
of the construction contract and to be required of each
contractor contracting directly with the Issuer, and such
payment bonds will be filed with the Clerk of The County
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 § 38-2-39.
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(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 for 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.

Section 7.17. Completion, Operation and Maintenance; Permits and Orders.
The Issuer will maintain the System in good condition and with all federal and state
requirements and standards and will operate the same as a revenue-producing enterprise in
an efficient and economical manner, making such expenditures for equipment and for
renewal, repair and replacement as may be proper for the economical operation and
maintenance thereof from the revenues of the System in the manner provided in this
Resolution.

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

Section 7.18. Compliance with Loan Agreement and Law. The Issuer agrees
to comply with all the terms and conditions of the Loan Agreement 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 7,19. Tax Covenants. The Issuer hereby further covenants and agrees
as follows: o

A.  PUBLIC PURPOSE BONDS. The Issuer shall use the Bond proceeds
solely for the Project and as otherwise set forth herein, and the Project will be solely
operated as a public purpose and as local governmental activity of the Issuer.

B. PRIVATE ACTIVITY BOND COVENANT. 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 the treatment afforded by Section 103(a) of the Code by reason of the classification of
the Bonds as 'private activity bonds' within the meaning of the Code. The Issuer will take
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all actions necessary to comply with the Code in order to assure the tax-exempt status of the
Bonds.

C. PRIVATE LOAN LIMITATION. The Issuer shall assure that not in
excess of 5% of the Net Proceeds of the Series 1997D Bonds are used, directly or indirectly,
to make or finance a loan (other than loans constituting Nonpurpose Investments) to persons
other than state or local government units.

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

E. INFORMATION RETURN. The Issuer will file all statements,
instruments and returns necessary to assure the tax exempt status of the Bonds, including
without limitation the information return required under Section 149(e) of the Code.

F. FURTHER ACTIONS. The Issuer will take any and all actions that
may be required of it (including those deemed necessary by the Authority) so that the interest
on the Bonds will be and remain excludable from gross income for federal income tax
purposes, and will not take any actions, or fail to take any actions (including those
determined by the Authority) which would adversely affect such exclusion.

Section 7.20. Statutory Mortgage Lien. A statutory mortgage lien upon the
System is granted and created by Section 19 of the Act, which statutory mortgage lien is

hereby recognized and declared to be valid and binding, and shall take effect immediately
upon delivery of the Bonds and shall be for the benefit of all Registered Owners of Bonds.

Section 7.21. PSC Order. The Issuer shall comply with the conditions of the
PSC Order and any supplement or amendment thereto.

Section 7,22. Securitics 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 (17CRF Part 240).
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ARTICLE VII
INVESTMENT OF FUNDS; NON-ARBITRAGE

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

Except as specifically provided herein, any investment shall be held in and at
all times deemed a part of the fund or account in which such moneys were originally held,
and the interest accruing thereon and any profit or loss realized from such investment shall
be credited or charged to the appropriate fund or account. The investments held for any fund
or account shall be valued at the lower of cost or then current market value, or at the
redemption price thereof if then redeemable at the option of the holder, including the value
of accrued interest and giving effect to the amortization of discount, or at par if such
investment is held in the "Consolidated Fund." The Commission, 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 a year, a summary
of such funds, accounts and investment earnings. The Issuer shall retain all such records and
any additional records relating thereto so long as any of the Bonds are Qutstanding and as
long thereafter as necessary to comply with the Code and assure the exclusion of intent on
the Bonds from gross income for Federal income tax purposes.

Section 8,02. Arbitrage. The Issuer covenants that (i) it will restrict the use
of the proceeds of the Series 1997D Bonds in such manner and to such extent as may be
necessary, in view of the Issuer's reasonable expectations at the time of issuance of the Series
1997D Bonds so that the Series 1997D Bonds will not constitute "arbitrage bonds" under
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 Series 1997D 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.
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Section 8.03. Rebate of Excess Investment Earnings to the United States. A.
CREATION OF FUNDS. There are hereby created, to be held by the Depository Bank as
separate funds distinct from all other funds and accounts held by the Depository Bank under
this Resolution, the Earnings Fund and the Rebate Fund. All interest earnings and profits
on amounts in all funds and accounts established under this Resolution on account of the
Series 1997D Bonds, other than (i) interest earnings and profits on any funds referenced in
Subsection C(5) of this Section if such earnings in any Bond Year are less than $100,000,
(i1) interest earnings and profits on amounts in funds and accounts which do not constitute
Gross Proceeds, and (iii) interest earnings and profits on the Rebate Fund shall, upon receipt
by the Depository Bank, be deposited in the Earnings Fund. In addition, all interest earnings
and profits on Gross Proceeds in funds held by the Issuer shall, upon receipt, be paid to the
Depository Bank for deposit in the Earnings Fund. Annually, on or before the 30th day
following the end of each Bond Year or on the preceding business day in the event that such
last day 1s not a business day, or such earlier date as may be required under the Code or the
Loan Agreement, the Depository Bank shall transfer from the Earnings Fund to the Rebate
Fund for purposes of ultimate payment to the United States an amount equal to Excess
Investment Earnings, all as more particularly described in this Section. Following the
transfer referenced in the preceding sentence, the Depository Bank shall transfer all amounts
remaining in the Earmings Fund to the Construction Trust Fund until completion of the
Project, and thereafter to the Revenue Fund.

B. DUTIES OF ISSUER IN GENERAL. The Issuer shall calculate Excess
Investment Earnings in accordance with Subsection C and shall assure payment of an amount
equal to Excess Investment Earnings to the United States in accordance with Subsections D
and E.

C. CALCULATION OF EXCESS INVESTMENT EARNINGS. Within
15 days following the last day of the first Bond Year, the Issuer shall calculate, and shall
provide written notice to the Authority and Depository Bank of, the Excess Investment
Earnings referenced in clause (A) of the definition of Excess Investment Earnings.
Thereafter, within 15 days following the last day of each Bond Year and within 15 days
following the date of the retirement of the Series 1997D Bonds, the Issuer shall calculate,
and shall provide written notice to the Authority and Depository Bank of, the amount of
Excess Investment Earnings. Said calculations shall be made or caused to be made by the
Issuer in accordance with the following:

(1)  Except as provided in (2), in determining the amount described in
clause A(i) of the definition of Excess Investment Earnings, the aggregate amount
earned on Nonpurpose Investments shall include (i) all income realized under federal
income tax accounting principles (whether or not the person earning such income is
subject to federal income tax) with respect to such Nonpurpose Investments and with
respect to the reinvestment of investment receipts from such 'Nonpurpose Investments
(without regard to the transaction costs incurred in acquiring, carrying, selling or
redeeming such Nonpurpose Investments), including, but not limited to, gain or loss
reatized on the disposition of such Nonpurpose Investments (without regard to when
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such gains are taken into account under Section 453 of the Code relating to taxable
year of inclusion of gross income), and income under Section 1272 of the Code
(relating to original issue discount) and (ii) any unrealized gain or loss as of the date
of retirement of the Bonds in the event that any Nonpurpose Investment is retained
after such date.

(2)  Indetermining the amount described in clause (A) of the definition of
Excess Investment Earnings, Investment Property shall be treated as acquired for its
fair market value at the time it becomes a Nonpurpose Investment, so that gain or loss
on the disposition of such Investment Property shall be computed with reference to
such fair market value as its adjusted basis.

(3)  Indetermining the amount described in clause (A)(ii) of the definition
of Excess Investment Earnings, the Yield on the Series 1997D Bonds shall be
determined based on the actual Yield of the Series 1997D Bonds and during the
period between the Closing Date for the Series 1997D Bonds and the date the
computation is made (with adjustments for original issue discount or premium).

. (4)  In determining the amount described in clause (B) of the definition of
Excess Investment Eamings, all income attributable to the excess described in clause
(A) of said definition must be taken into account, whether or not that income exceeds
the Yield of the Series 1997D Bonds, and no amount may be treated as "negative
arbitrage."

(5)  Indetermining the amount of Excess Investment Earnings, there shall
be excluded any amount earned on any fund or account which is used primarily to
achieve a proper matching of revenues and Debt Service within each Bond Year and
which is depleted at least once a year except for a reasonable carryover amount not
in excess of the greater of 1 year's earnings on such fund or account or 1/12th of
annual Debt Service as well as amounts earned on said earnings if the gross eamings
on such fund or account for the Bond Year is less than $100,000.

D.  PAYMENT TO THE UNITED STATES. The Issuer shall direct the
Depository Bank to pay from the Rebate Fund an amount equal to Excess Investment
Earnings to the United States in installments with the first payment to be made not later than
30 days after the end of the 5th Bond Year and with subsequent payments to be made not
later than 5 years after the preceding payment was due. The Issuer shall assure that each
such installment is in an amount equal to at least 90% of the Excess Investment Earnings
with respect to the Gross Proceeds as of the close of the computation period. Not later than
60 days after the retirement of the Series 1997D Bonds, the Issuer shall direct the Depository
Bank to pay from the Rebate Fund to the United States 100% of the theretofore unpaid
Excess Investment Earnings in the Rebate Fund. In the event that there are any amounts
remaining in the Rebate Fund following the payment 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 at the address prescribed
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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 by this Subsection D, 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.

E. FURTHER OBLIGATIONS OF ISSUER. The Issuer shall assure that
Excess Investment Earnings are not paid or disbursed except as required in this Section. To
that end the Issuer shall assure that investment transactions are on an arm's length basis and
that Nonpurpose Investments are acquired at their fair market value. In the event that
Nonpurpose Investments consist of certificates of deposit or investment contracts, investment
in such Nonpurpose Investments shall be made in accordance with the procedures described
in applicable Regulations as from time to time in effect. The Depository Bank shall keep the
moneys in the Earnings Fund and Rebate Fund invested and reinvested to the fullest extent
practicable in Government Obligations with maturities consonant with the required use
thereof and investment profits and earnings shall be credited to the account of such fund on
which earned.

_ F. MAINTENANCE OF RECORDS. The Issuer shall keep, and retain for
a period of six years following the retirement of the Series 1997D Bonds, records of the
determinations made pursuant to this Section 8.03,

G. INDEPENDENT CONSULTANTS. In order to provide for the
administration of this Section 8.03, 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 may deem
appropriate.

H. FURTHER AGREEMENT. Notwithstanding the foregoing, the Issuer
further covenants to comply with all Regulations from time to time in effect and applicable
to the Bonds, as may be necessary in order to fully comply with Section 148(f) of the Code.

I REPORTING TO AUTHORITY. The Issucr shall fumnish 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 relating thereto as may be requested by the Authority and shall furnish to the
Authority such information with respect to earnings on all funds constituting "gross
proceeds” of the Bonds (as that term is defined in the Code) from time to time as the
Authority may request.

J. AMENDMENTS TO THIS SECTION. Notwithstanding any of the
provisions herein to the contrary, the Issuer agrees to amend the provisions of this Section
from time to time at the direction of the Authority in order to insure continuing compliance
with Section 8.02 hereof.
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ARTICLE IX
DEFAULT AND REMEDIES

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

(1)  If default occurs in the due and punctual payment of the principal of or
interest on any Bonds, the Series 1997B Bonds, the Series 1997C Bonds, the Series
1997D Bonds or the Prior 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 Bonds set forth in this Resolution,
any Supplemental Resolution or in the Bonds, and such default shall have continued
for a period of 30 days after the Issuer shall have been given written notice of such
default by the Commission, the Depository Bank, the Bond Registrar, any 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.

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 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 this Resolution 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 at law or bill in equity enjoin any acts in violation of the
Resolution with respect to the Bonds, or the rights of such Registered Owners.

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 this

Resolution and the Act, including, 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 the 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, or both, on behalf of
the Issuer, with power to charge rates, rentals, fees and other charges sufficient to provide
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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 Resolution
and the Act.

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

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution 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
Resolution 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, 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 heretn
contained shall limit or restrict the jurisdiction of such court to enter such other and further
orders and decrees as such court may deem necessary or appropriate for the exercise by the
receiver of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaining to the
System, but the authority of such receiver shall be limited to the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and
Registered Owners of such Bonds and the curing and making good of any Event of Default
with respect thereto under the provisions of this Resolution, and the title to and ownership
of satd 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.

. Section 9.04. Remedies on Parity With Prior Bonds. The exercise of any
remedies set forth in Sections 9.02 and 9.03 above shall recognize and protect the parity
rights of the owners of the Prior Bonds, the Series 1997B Bonds and the Series 1997C

Bonds.
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TICLE
DEFEASANCE

Section 10.0]. Defeasance of Bonds. If the Issuer shall pay or cause to be
paid, or there shall otherwise be paid, to the Holders of the Bonds, the principal of and

interest due or to become due thereon, at the times and in the manner stipulated therein and
in this Resolution, then the pledge of Net Revenues and other moneys and securities pledged
under this Resolution and all covenants, agreements and other obligations of the Tssuer to the
Registered Owners of such Bonds shall thereupon cease, terminate and become void and be
discharged and satisfied.

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, the principal installments
of and interest on such Bonds shall be deemed to have been paid within the meaning and
with the effect expressed in the first paragraph of this section. All Bonds shall, 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 Commission at the same time, shall be
sufficient to pay when due the principal installments of and interest due and to become due
on said 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 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 practicable, 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 Resolution. No material
modification or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the respective rights of
Registered Owners of the Bonds shall be made without the consent in writing of the
Registered Owners of sixty-six and two-thirds (66-2/3%) percent or more in principal
amount of the Bonds so affected and then Outstanding; provided, that no change shall be
made in the maturity of any Bond or 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
respective Registered Owner thereof. No amendment or modification shall be made that
would reduce the percentage of the principal amount of Bonds required for consent to the
above-permitted amendments or modifications. Notwithstanding the foregoing, this
Resolution may be amended without the consent of any Bondholder as may be necessary to
assure compliance with Section 148(f) of the Code relating to rebate requirements or
otherwise as may be necessary to assure the excludability of interest on the Bonds from the
gross income of the Holders thereof.

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

Section 11.03. Severability of Invalid Provisions. If any section, paragraph,
clause or provision of this Resolution should be held invalid by any court of competent
jurisdiction, the invalidity of such section, paragraph, clause or provision shall not affect any
of the retnaining provisions of this Resolution and the 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 and
parts thereof in conflict with the provisions of this Resolution are, to the extent of such

conflict, hereby repealed.
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
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thereto; and that the Chairperson, Secretary and members of the Governing Body were at all
times when any actions in connection with this Resolution occurred and are duly in office
and duly qualified for such office.

Section 11.07. Effective Date. This Resolution shall take effect immediately
upon adoption.

Adopted this )2~ day of 9“!._‘ -, 1997.

rMember Pubhc Semce D\i§fnct .

. W
Member, Pub S(emce}ﬂ/ﬁﬁlct
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CERTIFICATION

Certified as a true copy of a Resolution adopted by the Public Service Board

of Shady Spring Public Service District on the day of 1997.
Dated: , 1997,
, _F o
[SEAL] /zéi&;& ~a /“/\j%f’%? -

* Secretary, Public Service District

98376

-56-
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EXHIBIT B
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EXHIBIT A
LOAN AGREEMENT

SEE TAB NO. 9



EXHIBIT B
SCHEDULE OF RATES

SEE TAB NO. 16



SHADY SPRING PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)

SEWER REFUNDING REVENUE BONDS
SERIES 1997D

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESCLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT
SCHEDULE, SALE PRICE AND CTHER TERMS OF THE SHADY
SPRING PUBLIC SERVICE DISTRICT SEWER REFUNDING
REVENUE BONDS, SERIES 1997D; AUTHORIZING AND
APPROVAL OF AN ESCROW AGREEMENT, OTHER INSTRUMENTS
RELATING TC THE REFUNDING OF THE SERIES 1982A
BONDS; APPOINTING AN ESCROW AGENT, REGISTRAR,
PAYING AGENT, AND DEPOSITORY BANK; APPROVING THE
LOAN AGREEMENT AND MAKING OTHER PROVISIONS AS TO
THE BONDS AND THE REFUNDING.

WHEREAS, Shady Spring Public Service District (the “Issuer”),
in the County of Raleigh, State of West Virginia, is a public service
district and public corporation of said State, the governing body of which
is this public service board (the “Governing Body”):

WHEREAS, the Governing Body duly adopted on June 12, 1997, a
resolution (the “Resolution”) entitled:

A RESCLUTION AUTHORIZING THE REFUNDING OF THE SEWER
REVENUE BONDS, SERIES 1982A, OF SHADY SPRING PUBLIC
SERVICE DISTRICT, THE ISSUANCE OF SEWER REFUNDING
REVENUE BONDS, SERIES 1997D, OF THE DISTRICT IN THR
AGGREGATE PRINCIPAL AMOUNT OF NOT MORE THAN
$3,056,954.52, THE PROCEEDS OF WHICH, TOGETHER WITH
OTHER FUNDS OF THE DISTRICT, SHALL BE EXPENDED FOR
SUCH REFUNDING AND TO PAY COSTS IN CONNECTION
THEREWITH; PROVIDING FOR THE RIGHTS AND REMEDIES
OF, AND THE SECURITY FOR, THE REGISTERED OWNERS OF
SUCH BONDS; AUTHORIZING TEE EXECUTION AND DELIVERY
OF AN ESCROW AGREEMENT, AND OTHER DOQCUMENTS;
AUTHORIZING THE SALE AND PROVIDING FOR THE TERMS
AND PROVISIONS OF SUCH BONDS AND ADOPTING OTHER
PROVISIONS WITH RESPECT TO SUCH BONDS.

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

WHEREAS, the Resoclution provided for the refunding of the
Issuer’s Sewer Revenue Bonds, Series 1982A, dated August 1, 1982 {the
"1982A Bonds”), and issuance of its Sewer Refunding Revenue Bonds, Series
1997D (the “Series 1997D Bonds”), in an aggregate principal amount not to



exceed $3,600,000, for the purposes of paying a portion of the costs of
such refunding; and paying costs of issuance thereof, all in accordance
with Chapter 16, Article 13A of the West Virginia Cede of 1931, as amended
(the “Act”);

WHEREAS, the Resclution further provided that the exact
principal amount of the Series 1997D Bonds to be sold and the date,
maturities, interest rates, redemption provisions, price and other terms
of the Series 1997D Bonds should be established, that an Escrow Agent,
Registrar, Paying Agent and Depository Bank be designated, that an Escrow
Agreement and Registrar and Paying Agent Agreement be approved, and that
other matters pertaining to the Series 1997D Bonds be provided for by a
supplemental resolution of the Governing Body:

WHEREAS, the Series 1997D Bonds are proposed to be purchased by
The West Virginia Water Development Authority (the "Authority"), pursuant
to a Loan Agreement between the Authority and the Issuer {the "Loan
Agreement"); and

WHEREAS, the Governing Body deems it essential and desirable
that this Resolution be adopted and tthat the Loan Agreement, the Escrow
Agreement and the Registrar and Paying Agent Agreement hereinafter provided
for be entered into by the Issuer, that the aggregate principal amount, the
prices, the maturity dates and amounts, and the interest rates of the
Series 1997D Bonds, be fixed hereby in the manner stated herein, and that
other matters relating to the Series 19%7D Bonds be herein provided for,
all in accordance with the Resoluticon;

NOW, THEREFCRE, BE IT RESOLVED BY THE GOVERNING BQDY OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

Section 1. Pursuant to the Resolution and the Act, this
Supplemental Resolution is adopted and there are hereby authorized and
ordered to be issued the Series 1997D Bonds. The Series 1997D Bonds shall
be dated, shall be issued in such aggregate principal amount not to exceed
$3,056,954.52, shall bear interest at the rate of 6.25%, with interest
payable semiannually on August 1 and October 1, 1997 such dates, with final
maturity to be on or before October 1, 2035, and shall have such redemption
provisions and other terms as set forth in the Loan Agreement. All other
provisions relating to the Series 1997D Bonds shall be as provided in the
Resolution, and the Series 1997D Bonds shall be in substantially the form
provided in the Resclution.

Section 2. The Escrow Agreement by and between the Issuer and
the West Virginia Municipal Bond Commission as Escrow Agent, to be dated
as of the date of delivery of the Series 1997D Bonds, substantially in the
form submitted to this meeting, and the execution and delivery (in multiple
counterparts) by the Chairman thereof shall be and the same are hereby
authorized, approved and directed. The Chairman shall execute and deliver
the Escrow Agreement with such changes, insertions and omissions as may be
approved by the Chairman. Execution of the Escrow Agreement by the Chairman
shall be conclusive evidence of any approval required by this Section.

Section 3. The Registrar Agreement to be dated as of the date
of delivery of the Series 1997D Bonds, by and between the Issuer and the
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Registrar designated herein, substantially in the form submitted to this
meeting, shall be and the same is hereby approved. The Chairman shall
execute and deliver the Registrar Agreement with such changes, insertions
and omissions as may be approved by the Chairman. The execution of the
Registrar Agreement by the Chairman shall be conclusive evidence of any
approval required by this Section.

Section 4. [RESERVED].
Section 5. [RESERVED].

Ssection 6. The firm of Hamb & Poffenbarger, Charleston, West
Virginia, is hereby appointed bond counsel to the Issuer in connection with
the issuance of the Series 193%7D Bonds.

Section. 7. The Issuer does hereby appeint and designate the
West Virginia Municipal Bond Commission for the purpose of serving in the
capacity of Escrow Agent and Paying Agent.

Section 8. The Issuer does hereby appoint and designate Bank
One, Natiocnal Association, Charleston, West Virginia, for the purpose of
serving in the capacities of Registrar.

Section 9. The Issuer does hereby appoint and designate First
State Bank & Trust, Beckley, West Virginia, for the purpose of serving in
the capacity of Depository Bank.

Section 10. The firm of Smith, Cochran & Hicks, Charleston,
West Virginia, is hereby engaged for the purpose of verifying yield and
sufficiency of the Escrow Fund.

Section 11. The notice addresses for the Registrar, Paying
Agent, Depository Bank, Escrow Agent and Authority shall be as follows:

REGISTRAR AND PAYING AGENT

Bank One, West Virginia, N.A.

707 Virginia Street, East

Charleston, West Virginia 25301
Attention: Corporate Trust Department



DEPOSITORY BANK

First State Bank & Trust
Beckley, West Virginia 25801

ESCROW AGENT

West Virginia Municipal Bond Commission
812 Quarrier Street, Suite 300
Charleston, West Virginia 25301
Attention: Executive Director

ORIGINAL PURCHASER

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

ggction 12. The Chairman and Secretary are hereby authorized
and directed to execute and deliver such other documents and certificates,
including a tax and arbitrage certificate, required or desirable in
connection with the Series 1997D Bond issue to the end that the Series
1997D Bonds may be delivered on a timely basis to the Authority pursuant
to the Loan Agreement.

Section 13. Under the provisions of the Act, and as provided in
the Resolution and the Series 1997D Bonds and the interest thereon do not
constitute indebtedness of the Issuer within the meaning of any
constitutional or statutory provisions or limitaticns, but shall be payable
solely from the Net Revenues derived from the operation of the System of
the Issuer and the Series 1997D Bonds Reserve Account established by the
Resclution, and neither the credit nor the taxing power of the Issuer is
pledged for, and no tax shall ever be levied for, payment of the Series
1997D Bonds and the interest thereon.

Section 14. This Resolution shall be effective immediately.

+h
Adopted this day of .‘\.¢‘ lgq =

[SEAL]

ATTEST:

/
e é?’;?’/(«@z - )Ci )Cvﬁ)c’/”" /

Secretary -




CERTIFICATION

Certified a true, correct and complete copy of a Supplemental
Resolution duly adopted by the Public Service Board of SHADY SPRING PUBLIC
SERVICE DISTRICT at a meeting of the Public Service Board held at 5:00

p.m., on June 1%, 1997, pursuant to proper notice, at which meeting a
quorum was present acting throughout.

Dated this day 19th of June, 1997.

[SEAL]




SHADY SPRING PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)

SEWER REFUNDING REVENUE BONDS
SERIES 1997D

SUPPLEMENTAL RESOLUTION

SUFPLEMENTAL RESOLUTION PROVIDING AS TO DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT
SCHEDULE, SALE PRICE AND OTHER TERMS OF THE SHADY
SPRING ZUBLIC SERVICE DISTRICT SEWER REFUNDING
REVENUE BONDS, SERIES 1997D; AUTHORIZING AND
APPROVAEL OF AN ESCROW AGREEMENT, OTHER INSTRUMENTS
RELATING TO THE REFUNDING CF THE SERIES 1682A
BONDS; APPOINTING AN ESCROW AGENT, REGISTRAR,
PRYING AGENT, AND DEPOSITORY BANK; APPROVING THE
LOAN AGREEMENT AND MAKING OTHER PROVISIONS &S TO
THE BONDS AND THE REEFUNDING.

WHEREZS, sShady Spring Public Service District (the “Issuer”),
in the County of Raleigh, State of West Virginia, is a public service
district and public corporation of said State, the governing body of which
is this public service board (the “Governing Body”);

WHEREAS, the Governing Bedy duly adopted on June 12, 1997, a
rescolution (the "“Resolution”) entitled:

& RESCLUTION AUTHCORIZING THE REFUNDING CF THE SEWER
REVENUE BONDS, SERIES 1982a, OF SHADY SPRING PUBLIC
SERVICE DISTRICT, THE ISSUANCE COF SEWER REFUNDING
REVENUE EZCNDS, SERIES 19%7D, OF THE DISTRICT IN THE
AGGREGATE PRINCIPAL AMOUNT OF NOT MORE THAN
$3,056,254.52, THE FROCEEDS OF WHICH, TOGETHER WITH
CTHER IUNDS OF THE DISTRICT, SHALL BE EXPENLDED FOR
SUCH REFUNDING AND TOC PAY COSTS IN CONNECTICN
THEREWITH; PROVIDING FOR THE RIGHTS AND REMEDIES
QF, AND THE SECURITY FOR, THE REGISTERED CWNERS OF
SUCH EONDS; AUTHORIZING THE EXECUTION AND DELIVERY
OF AN =ZSCROW AGREEMENT, AND OTHER DCCUMENTS;
AUTHORIZING THE SALE AND EROVIDING FOR THE TERMS
AND PZROVISIONS OF SUCH BONDS AND ADOPTING OTHER
FROVIZICNS WITH RESPECT TC SUCH BONDS.

WHERELS, «capitalized terms used herein and not otherwise
defined nerein shnall have the meanings set forth in the Resolution when
used herein;

WHEREXE, the Resolution provided for the refunding of the
Issuer’=z Sewer Resvenue Bonds, Series 1982A, dated 3August 1, 1982 (the
"“1982A Beonds”), and lssuance of Its Sewer Refunding Revenue Bonds, Series
1997D (the "tferies _597D Bonds”), in an aggregate principal amount not <o
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exceed 53,600,008, for the purposes of paying a portion of the costs of
such refunding; znd paying costs of issuance therecf, all in accordance
Wwith Chapter 16, zrticle 13A of the West Virginia Ccde of 1931, as amended
{the “Act”!:

WHEREAS, the Resoluticn further provided +hat <the exact
principal amount cf the Series 19970 Bonds to be sold and the date,
maturities, interest rates, redemption provisions, price and other terms
of the Series 1%97D Bonds should be established, that an Escrow Agent,
Registrar, ZFaying Zgent and Depository Bank be designated, that an Escrow
Agreement and Registrar and Paying Agent Agreement be approved, and that
other matters pertaining to the Series 1997D Bonds be provided for by a
supplemental resolution of the Governing Body:

WHEREAS, the Series 1997D Bonds are proposed to be purchased by
The West Virginia Water Development Authority (the "ARuthority"), pursuant
to a Loan Agreement between the Authority and the Issuer {(the '"Loan
Agreement"”!; and

WHERERS, the Governing Body deems it essential and desirable
that this Resolutisn be adopted and tthat the Loan Agreement, the Escrow
Agreement and the Registrar and Paying Agent Agreement hereinafter provided
for be entered into by the Issuer, that the aggregate principal amount, the
prices, the maturity dates and amounts, and the interest rates of the
Series 1997D Bonds, be fixed hereby in the manner stated herein, and that
other matters relating to the Series 1997D Bonds be herein provided for,
all in accecrdance with the Resolution;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

Secticn 1. Pursuant to the Resoclution and <the Act, this
Supplemental Resolution is adopred and there are hereby authorized and
ordered to te issued the Series 1997D Bonds. The Series 1997D Bonds shall
oe dated, shall e issued in such aggregate principal amount not to exceed
$3,056,954.22, =shall bear interest at the rate of 6,25%, with interest
payable semiannuaily on August 1 and October 2, 1997 such dates, with finail
maturity to be on c<r before October 1, 2035, and shall have such redemption
provisions and cther terms as set forth in the Loan Agreement. All other
provisions relating to the Series 1997D Bonds shall ke as provided in the
Resolution, and the Series 1997D Bonds shall be in substantially the form
provided in the Resolution,

-

Sectizn 2. The Escrow Agreement by and between the Issuer and
the West Virginia Municipal 2ond Commission zs Escrow Agent, to be dated
as o the cate cf deliivery of the Series 1997D Bonds, substantially in the
form submitted te this meeting, and the execution and delivery (in multiple
counterparts) by the Chairman thereof shall be and the same are hereby
authorized, apprcved and directed. The Chairman shall execute and deliver
the Escrow Agreement with such changes, insertions and omissions as may be
approved by the Chairman. Execution of the Escrow Agreement by the Chairman
shall be cecnclus:ve svidence of any approval required bv this Section.

Ssecrizn I. The Registrar Agreement to be dated as of the date
delivery of the Series 1997D Bonds, by and between the Issuer and the

]
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Registrar designated herein, substantially in the form submitted to this
meeting, shall be and the same is hereby approved. The Chairman shall
execute and deliver the Registrar Agreement with such changes, insertions
and omissions as may be approved by the Chairman. The execution of the
Reglstrar Agreement by the Chairman shall be conclusive evidence of any
approval required by this Section.

Section 4. {RESERVED].
Section. 5. [RESERVED].

Section §. The firm of Hamb & Poffenbarger, Charleston, West
Virginia, is hereby appointed bond counsel to the Issuer in connection with
the :issuance of the Series 1997D Bonds.

Section 7. The Issuer does hereby appoint and designate the
West Virginia Municipal Bond Commission for the purpcse of serving in the
capacity of Escrow Agent and Paying Agent.

Secticn 3. The Issuer does hereby appoint and designate Bank
One, National Assccilation, Charleston, West Virginia, for the purrose of
serving in the capacities of Registrar.

Section 2. The Issuer dces hereby appoint and designate First
State Bank & Trust, Beckley, West Virginia, for the purpose of serving in
the capacity of Depository Bank.

Section 10. The firm of Smith, Cochran & Hicks, Charleston,
West Virginia, is hereby engaged for the purpose of verifying yield and
sufficiency of the Escrow Fund.

Section 1. The nctice addresses for the Registrar, Paying
Agent, Depository Bank, Escrow Agent and Autherity shall be as follows:

REGISTRAR AND PAYING AGENT

Bank Cne, West Virginia, N.A.

707 Virginia Street, East

Charleston, West Virginia 25301
Attention: Corporate Trust Department
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DEPOSITORY BANK

First State Bank & Trust
Beckley, West Virginia 25801

ESCROW AGENT

West Virginia Municipal Bond Commission
812 Quarrier Street, Suite 300
Charlesteon, West Virginia 25301
Attention: Executive Director

ORIGINAL PURCHASER

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

Secticr 2. The Chairman and Secretary are hereby authorized
and directed to execute and deliver such other documents and certificates,
including a tax and arbitrage certificate, required or desirable in
connection with the Series 1997D Bond issue to the end that the Series
1997D Bonds may ke delivered on a timely basis to the Authority pursuant
to the Loan Agreement.

Section 13. Under the provisions of the Act, and as provided in
the Resclution and the Series 183%97D Bonds and the interest thereon do not
constitute indebtedness of the Issuer within the meaning of any
constitutional or statutory provisions or limitations, but shall be payable
solely from the Net Revenues derived from the operation of the System of
the Issuer and the Series 19970 Bonds Reserve Account established by the
Resolution, and reither the credit nor the taxing power of the Issuer is
pledged for, and no tax shall ever be levied for, payment of the Series
19370 Bonds znd the interest thereon.

Secticn 4. This Resolution shall be effective immediately.

Adecpted this day of , 1897.

[ SEAL] / - “/u e
. \/ ’
A oy -'.X P /
Chairman ) - - ///7%%
ATTEST: —
- - e
R T s

Secretary



CERTIFICATION

Certified a true, correct and complete copyY of a Supplemental
Resolution duly adopred by the Public Service Board of SHADY SPRING PUBLIC
SERVICE DISTRICT =zt a meeting of the Public Service Board held at 5:00

p.m., on June 18, 1897, pursuant to proper notice, at which meeting a
quorum was present acting throughout.

Dated this day 19th of June, 1997.

[SEAL]
P

P
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‘Secretary ’ —
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6(d) Series 1997D Escrow Agreemnent between
Shady Spring Public Service District and
West Virginia Municipal Bond Commission



ESCROW AGREEMENT

This ZSCROW AGREEMENT, made and entered into as of June 24, 1987, by and
between SHRDY SPRING PUBLIC SERVICE SEWER DISTRICT (the “Issuer”) and the WEST
VIRGINIA MUNICIPAL BOND COMMISSION (the “Commission” or the “Escrow Agent”}.

WITNESSETH THAT:

WHEREARS, the Issuer presently owns and operates a public sewerage system
{the "System”! and has heretofore financed the acquisition and construction of
the System and certain additions, extensions and imprcvements thereto by issuance
of several series cf bonds, of which ameong the cutstanding are the Sewer Revenue
Bonds, Ser:es 1982A, dated August 1, 1982, originally issued in the aggregate
amount of $Z,880,000, of which $2,520,000 is presently cutstanding (the “Series
19824 EBonas™;

WHERE~AS, the Ssries 1982A Bonds were issued pursuant to a resolution of the
Issuer adcpted August -, 1982,as supplemented by a supplemental resolution
adopted con August 1, 1282 (cellectively, the “1982A Resolution”);

WHERZIAS, the Issuer has determined to issue its Sewer Revenue Refunding
Bonds, Serzes 13387D (the “Series 13%8%7D Bonds”}, pursuant to a resolution adopted
June 12, 1987, as supplemented by a supplemental resclution adopted June 19, 1997
{collectzively, the "1937D Resclution”), and contemporaneously therewith, legally
defease the Series 1982A Bends by applying proceeds of the Series 1997D Bonds and
certain moneys of the Issuer (“Issuer’s Funds”) to the purchase of obligations
of the United States government to be deposited, together with certain cash
amounts, .n the Escrow Fund herein described:;

WHERLZAS, the EscroWw Agent will cause te be purchased on ktehalf of the
Issuer, with certain of such Series 1897D Bonds proceeds and Issuer’s Funds,

certaln CUn:ited States Treasury Cbligaticns (the “Government Securities”)
described - the Verification Report, dated June 24, 1997, of Smith, Cochrain &
Hicks, & Iirm of independent certified public accountants, attacned hereto as
ERHIBIT » - YERIFICATICN REPCRT (the “Verification Report”!;

WHERZAS, the Government Securlties, plus cash amounts in the Escrow Fund
wnich will e delivered to the Escrow Agent simultaneously with the delivery of
the Series _297D Bonds, are in such principal amount and mature and bear interest
at such rates and are payable at such times and in such amounts as to insure the
payment oI e principal of and interest on the Series 1982A Eonds as they come

due, and, <n the first permitted redempcion date thereof, being Cctecber 1, 2001

-r

{the "Redemption Date”), the entire remaining principal amount cf the Series
1982A EBences then outstanding, tegether with a redemption premium of 13.6694915%
of the prancipal amount so redeemed, and interest accrued thereon tc October !

-7

2001 (coliective, the “Redemprticn Price’);

WHERZAS, the Issuer has found 1t desirable to appoint the Escrow Agent and
the Commiss:zon has agreed to such appointment for the purposes cof heolding title,
as trustes, ToO the Government Securities, recelving payments of the principal
thereof and :interest thereon when due, disbursing to the paying agent such
amounts &as may be necessary to provide for pavment of principal of and interest
on the Serzes 1882 A Bonds as the same become due and payakle, and on the
Redemprion “ate, the Redempticon Frice and helding, investing and reinvesting any
cash balances which may at any time not be needed for immediate disbursement; and




NCW, THEREFORZ, .n consideration of the mutual agreements contained herein,
and in order further to secure payment of the Series 1982 A Bonds, as heretofore
provided, <the parties hereto mutually undertake, promise and agree for
themselves, ctheir respective representatives, successors and assigns, as follows:

1. There .s hereby created and established with the Escrow Agent an
irrevocable trust Zund to be known as the Escrow Fund, to be held in the custody
of the Escrow Agent, separate and apart from all other funds of the Issuer and
the Escrow Agent. The deposit of securities or moneys in the Escrow rFund shall
constitute an irrevccable deposit of said securities or moneys in trust for, and
such moneys and securities, together with any income or interest earned thereon,
shall be applied, except as otherwise provided herein, to the payment of
principal ¢f and interest on the Series 1982 A Bonds as the same become due and
payable, and cn the Redemption Date, to pay the Redemption Price, all in
accordance with paragraph 5 hereof.

2. Concurrently with the delivery of the Series 1997 D Bonds, the
Commission shall transfer from the Series 1982 A Bonds Reserve Account {1) the
sum of 3211,871.%7 <g¢ the Series 1997 D Bonds Reserve Account and the sum ci
$98,988.27 to the Zscrow Agent for deposit into the Escrow Fund. Additionally,
concurrently with the delivery of the Series 1997 D Bonds, the Commission shall
transfer $113,682.2% from the Series 1982 A Bonds Sinking Fund to purchase escrow
securities for the Escrow Account.

3. Concurrently with the delivery of the Series 1997 D Bonds, the Issuer
and the Escrow Agent shall cause (i) Series 1997 D Bonds proceeds in the amount
of $3,035,854.52, and (ii} the amounts described in paragraph 2 above, on deposit
with the Commission in the Series 1982 A Bonds Sinking Fuad and Reserve Becount
to be deposited :in the Escrow Fund, and thereupon $3,250,634 to be applied to the
purchase of the Government Securities and to hold the remaining $0.83 as cash,
uninvested, in the Iscreow Fund. Maturing principal and interest ftogether with
reinvestment procesds thereof) cf the Government Securities and the uninvested
cash in the Escrow Fund shall be applied solely to the payment of the Series 1982
A Bends. Smith, CJocchran & Hicks, CPAs, has certified, in its Verificaticn
Report, attached neretc as EXEIBIT A, that the Government Securities, together
with the :ncome t> be derived therefrom and the uninvested cash in the Escrow
Fund will e sufficient to pay the principal ¢f and interest on the Series 1982
A Bonds as the same cecome due and payable, and, on the Redemption Date, to pay
the Redemption Prize. The Issuer hereby authorizes and directs the Escrow Agent

to subscriie to the purchase of the Government Securities.

4, The Escrow Agent shall have no authority to reinvest funds or make
substitutzcns ¢f “he Government Securities acquired hereunder under this
agreement sxcept zs follows:

If reguest oy the Issuer, and upon receipt of an opinion of naticnally
recognized pond ccunsel that such substitution will not affect the tax-exempt
status of Interest cn the Series 1982 A Bonds or the Seriss 1987 T Bonds under
the Internal Revenue Code of 1387, as amended and then in effect {the “Code’”},
the Escrow Agent may substitute other United States Treasury Obligations for the
Government 3ecurlties, provided that such United States Treasury OCbkligations
beilng substituted ust be non-callakble obligaticns of <he United States of
Amerxca {"Tlrect Chbligations”), must be sufficient to pay the princilpal of and
lnterest cn the Ser:es 1%82 A Bonds as the same become due, and &aliso pay, on the
Redempticn Zate, e Redemptlon Price, and provided further, that the Escrow
Agent rece.lves verrIiicatlon by a Certified Public Accocuntant of the sufficiency
of the escrowed sscuritiles to pay the principal of and interest on the Series
1982 R Bonas as the zame become cue, and also pay, con the Redemption Date, the
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1982 A Bonds as the same become due, and also pay, on the Redemption bate, the
Redemption Price.

5. The Escrcw Agent shall transfer from the Escrow Fund and depcsit
directly with the raying agent fcr the Series 1982 A Bonds, in immediately
available funds cn Cctcber 1, 1997, and on each BApril 1 and Octecber 1 thereafter,
to and including Cctober 1, 2001, an amount sufficient to pay the principal cf
and interest on the Series 1982 A Bonds as the same become due, in accordance
with the Series 1382 A Bonds debt service schedule attached te the Verifiecatien
Report, and on the Redemption Date, an amount sufficient teo pay the Redempticn
Price. The Escrow fgent is not required to provide any redemption notices to the
helders of the Series 1382 A Bonds.

6. The holders of the Series 1982 A Bonds shall have an express lien on
all moneys and assets in the Escrow Fund until paid out, used and applies in
accordance with this Agreement.

7. Subject to the provisions of paragraph 17 hereof, 12 months after the
payment of all amounts required to be paid pursuant te paragraph 5 of this
Agreement, the amounts remaining in the Escrow Fund, 1f any, shall be deposited
by the Escrow Agent in the Series 1997 D Bonds Sinking Fund, and applied to
payment of the Series 1537 D Bonds.

8. The Escrow Agent shall be entitled te fees for services rendered
under this Agreement and reasonable expenses as set forth in EXHIBIT B - ESCROW
AGENT FEES, attached hereto. The Issuer shall pay from its own funds, to the
Escrow Agent the amounts at the times set forth in EXHIBIT B. In nc event shall
such fees or expenses be paid from the Escrow Fund, nor shall the Escrow Agent
or the paying agent have any lien whatsoever upon any of the moneys or Government
Securities in the Escrow Fund for the payment of such fees or expenses,

9. The Issuer and the Escrow Agent independently hereby covenant that
no part of the moneys or funds at any time in the Escrow Fund shall be used
directly or indirectly to acquire any securities or obligations, the acgquisition
of which would cause any of the Series 1982 A Bonds or the Series 1997 D Bonds
to be an “arbitrage tond” as defined in Section 148 of the Code, or to be subject
to treatment under section 148 as an obligation not described in Section 103 of
the Code.

10. The Escrow Agent shall not have any responsibility with respect to
the sufficiency c¢I this Escrow Agreement to effect payment, redemption or
defeasance of the Series 1982 A Bonds. The liability of the Escrow Agent for the
payment of the principal cf, interest on and Redemption Price of the Series 1982
A Bonds shall pe limited to the payment of all amounts required to be paid
pursuant to paragraph 5 hereof. The Escrow Agent shall not bhe liable or
responsible because c¢f the failure of the Issuer to perform any act regquired of
it by this Escrow Agreement. The Escrow Agent shall have no responsibility to
the Issuer cr any cther person in connection with this Escrow Agreement, except
as specifically provided herein, and shall not be responsible for anything done
or cmitted to be done py 1t except for its own negligence cr willful default in
the performance ¢f zny obligation imposed on it hereunder.

11. By executicn of this Escrow Agreement, the Escrow Agent accepts the
duties and obligations as Escrow Agent hereunder. The Escrow Agent represents
that it has all regu:rsite power, and has taken all action necessary Lo execute
the trusts hereby created.
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12. If the Zscrow Agent is called upon by the terms of this Escrow
Agreement to determine the occurrence of any event or contingency, the Escrow
Agent may request from the Issuer or any other person such reasonable additicnal
evidence as the Escrow Agent in its discretion may cieem necessary to determine
any fact relating ts the occurrence of such event or contingency, and in this
connection may inquire and consult with the Issuer, at any time. The Escrow Rgent
may request an opinien of counsel for a determination of any legal issue which
might arise in the performance of its duties hereunder and may act in accordance
with the advice given in such opinion.

13. The Escrow Agent shall not be liable for any loss resulting from any
investment made pursuant tc the terms and provisions of this Escrow Agreement.

14. The Escrow Agent may act upon any notice, request, waiver, consent,
certificate, receipt, authorization, power of attorney or other instrument or
document which the Escrow Agent in good faith believes to be genuine and correct
and to have been signed or sent by the proper Ferson or perseons.

15. The EZscrow Agent may resign or be removed by the Issuer, and thereby
become discharged from the trusts hereby created, by notice given to the Issuer
and each insurer of any of the Series 1982 A Bonds not less than thirty (30) days
cefore such resignatiocn or removal shall take effect. Such resignatien or removal
shall take effect immediately, however, upon the earlier appeintment of a new
Escrow Agent hereunder and acceptance of the trusts hereby created. The Escrow
Agent shall continue tc serve as Escrow Agent until a successcr is appeinted and
the funds held hereunder transferred. The Escrow Agent shall provide a proper
accounting tec the Issuer of all funds deposited pursuant to this Escrow Rgreement
within 30 days of the appointment of a successor Escrow Agent. If no such
appolntment has been made at the end of the 30 day period, the Escrow Agent may
petition a court of competent jurisdiction for appointment of a successor or
temporary Escrow Agent. In the event of the resignation or removal of the Escrow
Agent, the Escrow Agent shall rebate to the Issuer any fees theretofore paid in
advance Dy the Issuer to the Escrow Agent for its services under this Escrow
Agreement.

16, This Escrow RAgreement is made for the benefit of the Issuer, the
Escrow Agent and the holders from time to time of the Series 1982 A Bonds, except
as otherwise expressly provided herein. This Escrow Agreement may be modifies
or amended at anytime, provided, however, that no such modification or amendment
shall be made which would, materially adversely affect the interest of any of the
holders of the Series 1982 A Bonds.

17. If any Cutstanding Series 1982 A Bonds are not presented for payment
on the Redemption Cate, and meneys are held by the Escrow Agent for payment
thereof, such moneys shall be held for such purposes for a period of 3 years from
the date such pavment was due, at which time such moneys shall be paid to the
Issuer. Following such payment tc the Issuer, the Issuer shall be responsible
for payment to any ncolder of the Series 1982 A Bonds presenting such Series 1382
A Bonds to the Escrcw Agent cf the amount payable to such nholder.

18. This Escreow Agreement shall terminate on the earlier of the date on
wnich all the Cutstzanding Series 1982 B Bonds have been redeemed, paid in full
and discharged, o<r, 25 described in paragraph 17 above, 2 years after the lastc
date con which payment on the Series 1982 A Bonds is due. Upon termination of
this Escrow Agreement, any remaining moneys and Government Securities in the
Escrow Fund shall ke transferred as provided in paragrapn 7 hereof,



13. If any one or more of the covenants or agreements provided in this
Agreement to be performed on the part of any of the parties hereto shall be
determined by d court of competent jurisdiction to be contrary to law, such
covenant cr agreement shall be deemed and construed tc be severable from the
remaining covenants and agreements herein contained and shall in no way affect
the validity of the remaining provisions of this Agreement.

20. This Agreement may be executed in several counterparts, all or any
of which shall ke regarded for all purposes as one original and shall constitute
and be but one and the same instrument.

21. This Agreement is made in the State oFf West Virginia under the
Constitution and laws of such State and is to be so construed.

IN WITNESS WHERECOF, the parties hereto have executed this Agreement on the
day and year first above written.

SHADY SPRING PUBLIC SERVICE
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WEST VIRGINIA MUNICIPAL EOND
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[Included as Transcript Document No. 28]
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4.4
SHADY SPRING PUBLIC SERVICE DISTRICT

Sewerage System Revenue Refunding Bonds
Series 1982 A

CERTIFICATE OF DEFEASANCE OF BONDS TO BE REFUNDED

[, R. Witter Hallan, Executive Director of the West Virginia Municipal Bond
Commission, as Escrow Agent (the “Escrow Agent”) under the Escrow Agreement dated
June 2, 1997 (the “Escrow Agreement”), by and between the Shady Spring Public Service
District (the “District”) and the Escrow Agent, hereby certify to the following:

1. There have been received this day the irrevocable instructions and
moneys or other assets described in paragraph 1 of the Escrow Agreement.

2. Pursuant to the Escrow Agreement, as of this day there are on deposit
in the Escrow Fund established pursuant to the Escrow Agreement amounts which, together
with the eamings thereon, will be sufficient without reinvestment or substitution to pay the
Redemption Price of and interest on the District’s Revenue Bonds described in Exhibit A
hereto (the “Bonds To Be Refunded”) as the same come due and as required by the Escrow
Agreement, and, thus, to defease the lien on the Bonds To Be Refunded.

3. The lien of the Bonds To Be Refunded (except such lien created under
the Escrow Agreement) is effectively defeased pursuant to the terms of the Resolution as
of the date hereof.

IN WITNESS WHEREOF, I hereunto fet gny{h?nd this 24th day of June, 1997,

R. Witter Hallan |
Executive Director, West Virginia Municipal

Bond Commission, as Escrow Agent

CHASFS3:52159

EXHIBIT A



(66 2/3%) in amount of the Bonds then Outstanding and the Consulting Engineers. 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 Qther Obligations Pavable Out of Revenues and
General Covenant Against Encumbrances. So long as any of the Bonds are Outstanding, the
Issuer shall not issue any other obligations whatsoever payable from the revenues of the
System which rank prior to, or equaily, as to lien on and source of and secunty for payment
from such revenues with the Bonds; provided, however, that Parity Bonds may be issued as
provided for in Section 7.07 hereof. All obligations hereafter issued by the Issuer payable
from the revenues of the System, except such Parity Bonds, shall contain an express
staterment that such obligations are junior and subordinate, as to lien on and source of and
security for pavment from such revenues and in all other respects, to the Bonds; provided,
that no such subordinate obligations shall be issued unless all payments to be made into the
Reserve Accounts and the Renewal and Replacement Fund at the time of the issuance of
such subordinate obligations have been made and are current.

_ 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 respective liens of the Bonds, and the interest thereon,
upon any of the income and revenues of the System pledged for payment of the Bonds and
the interest thereon in this Resolution, or upon the System or any part thereof.

Section 7.07. Parity Bonds. A. No Party Bonds, payable out of the revenues
of the System. shall be issued after the issuance of any Bonds pursuant to this Resolution,
except under the conditions and in the manner herein provided.

All Paritv Bonds issued hereunder shall be on a panty in all respects with the
Sertes 1997D Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the
costs of the construction or acquisition of extensions or improvements to the System or
refunding one or more series of 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. based upon the necessary investigation and certification by the Consulting
Engineers, reciting the conclusion that the Net Revenues actually denved, 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 to be received in each of
the three succeeding years after the completion of the improvements to be financed by such
Parity Bonds. shall not be less than 115% of the largest aggregate amount that will mature
and become due in anv succeeding Fiscal Year for principal of and interest on the following:
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(1)  The Bonds then Outstanding;

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

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

The "esttmated average increased annual Net Revenues to be received in each
of the three succeeding years,” as that term 1s used in the computation provided in the above
paragraph, shall refer only to the increased Net Revenues estimated to be derived from any
Increase in rates adopted by the Issuer and approved by the PSC, the period for appeal of
which has expired prior to the date of delivery of such Parity Bonds and shall not exceed
the amount to be stated in a certificate of the Consulting Engineers, which shall be filed in
the office of the Secretary prior to the issuance of such Parity Bonds.

The XNet 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 Consulting Engineers and the said Independent Certified Public Accountants, as stated
in a certificate jointly made and signed by the Consulting Engineers and said Independent
Certified Public Accountants, on account of increased rates, rentals, fees and charges for the
System adopted by the Issuer and approved by the PSC, the penod for appeal of which has
expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer
shall have entered into written contracts for the immediate construction or acquisition of such
extensions or improvements, if any, to the System that are to be financed by such Parity
Bonds.

All covenants and other provisions of this Resolution (except as to details of
such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection and
security of the Holders of the Series 1997D Bonds and the Holders of any Parity Bonds
issued from time to tme within the hmitations of and in compliance with this section. Bonds
issued on a parity, regardless of the ttme or times of their issuance, shall rank equaily with
respect to their respectve liens on the revenues of the System and their respective source of
and security for payment from said revenues, without preference of any Bond of one series
over any other Bond of another series on a parity therewith. The Issuer shall comply fully
with all the increased payments into the various funds and accounts created in this
Resolution required for and on account of such Parity Bonds, in addition to the payments
required for Bonds theretofore 1ssued pursuant to this Resolution.

Party Bonds shail not be deemed to include bonds, notes, certificates or other
obligatons subsequently issued. the lien of which on the revenues of the System is subject
to the prior and superor liens of the Outstanding Bonds on such revenues. The Issuer shall
not issue anyv obligations whatsoever payable from the revenues of the System, or any part
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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 1997D Bonds.

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

B. Notwithstanding the foregoing, or any provision of Section 7.06 to the
contrary, additional Bonds may be issued pursuant to a Supplemental Resolution solely for
the purpose of completing the Project as described in the application to the Authority and in
accordance with the plans and specifications of the Consulting Engineer, in the event that the
Series 1997D Bonds should be insufficient, together with other funds lawfully available
therefore, to pay all costs of construction and acquisition of the project without regard to the
restricuons set forth in this Section 7.07, if there is first obtained by the Issuer the written
consent of the Authority to the issuance of bonds on a panty with the Bonds and provided
further that prior to the issuance of such Parity Bonds and under the provisions of this
paragraph, the Consulting Engineers shall file with the Secretary a certificate to the effect
that additional funds are necessary for such purpose. All such Parity Bonds authorized and
issued under the provisions of this paragraph shall be Immited to the aggregate principal
amount required to make up any deficiency in funds for payment of the construction costs
to complete the Project, and the maturities of any such Parity Bonds shall be in years and
amounts suggested by the Authonty.

Section 7.08. Books, Records and Facilities. The Issuer shall keep complete
and accurate records. 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 submirt to
the Authority such documents and information as it may reasonably require in connection
with 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 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 Resolution shall have the right at all reasonable times
to inspect the Svstem and all parts thereof and all records, accounts and data of the Issuer
relating thereto.

The accountng system for the System shall follow current generally accepted

accounting pnnciples and safeguards to the extent aliowed by the Uniform System of
accounts promulgated by the PSC. Separate control accounting records shall be maintained
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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 svstem, 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 Consulting Engineers, and the Authority, or any
other original purchaser of the Bonds, and shall mail in each year to any Holder or Holders
of 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 Resolution with respect to said Bonds and
the status of all said funds and accounts.

_ (C) The amount of any Bonds, Notes or other obligations
outstanding and secured by a lien on the Net Revenues of the System.

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 and shalil
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 Bonds and shall
submit said report to the Authority, or any other original purchaser of the 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 L.oan Agreement and this Resolution 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 reasonablv 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 coptes will be open to mspection by all interested parties. The schedule of
rates and charges shall at all times be adequate to produce Gross Revenues from said 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
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whenever necessary so that the aggregate of the rates and charges will be sufficient for such
purposes. [n 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
reasonable expenses of operation, repair and maintenance of the System, including any
reserves required by the PSC Order or any supplement or amendment thereto and (ii) to leave
a balance each year equal to at least 115% of the maximum amount required in any year for
payment of principal of and interest, if any, on the Bonds and all other obligations secured
by a lien on or payable from such revenues prior to or on a parity with the Bonds; provided
that, in the event that amounts equal to or in excess of the Reserve Requirement are on
deposit respectively in the Reserve Account and reserve accounts for obligations prior to or
on a parity with the Bonds are funded at least at the requirement therefor, such balance each
year need oniy equal at least 110% of the maximum amount required in any year for payment
of principal of and interest, if any, 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.

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 thirty days of the 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 the Consulting Engineers, 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 amounr of such budget shall be made except upon the further certificate of the
Consulting Engineers 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 who shall file his address with the Issuer and
request in wriang that copies of all such budgets and resolutions be furnished him and shatl
make available such budgets and all resolutions authorizing increased expenditures for
operation and maintenance of the System at all reasonable times to any Holder of any Bonds
or anyone acting for and in behalf of such Holder of any Bonds.

Commencing on the date the Sertes 1982A Bonds are refunded and for two
years following such date, the Issuer shall each month complete a “Monthly Financial
Report,” a form of which 1s attached to the Loan Agreement as Exhibit C, and forward a
copy of such report to the Authority by the 10th day of each month.
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Section 711, Engineering Services and QOperating Personnel. The Issuer shall
provide and maintain competent and adequate resident engineering services satisfactory to
the Authority covering the supervision and inspection of the development, construction and
operation of the System.

Secton 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 pemmitted or
authorized by the Act, the rules and regulations of the PSC and other laws of the State.

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 PSC, 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 PSC, discontinue and shut
off the services of the System 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 until all
delinquent charges for the services of the System, plus reasonable interest and penalty
charges for the restoration of service, have been fully paid and shall take all further actions
to enforce collections to the maximum extent permitted by law.

Section 7,14, No Free Services. The 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 [ssuer, 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 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. Such charges shall be paid as thev accrue and the Issuer shall transfer from its
general funds sufficient sums to pay such charges for service to any of its departments or
properties. 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 any of the Bonds remain Outstanding, the Issuer will,
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as an Operating Expense, procure, carry and maintain insurance with a reputable insurance
carrier or carriers as is customarily covered with respect to works and properties similar to
the System. Such insurance shall initially cover the following risks and be in the following
amounts:

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

~ contractor and all subcontractors as their respective interests
may appear. in accordance with the Loan Agreement, during
construction of the Project on a 100% basis (compieted value
form) on the insurable portion of the Project, such insurance to
be made payable to the order of the Authonty, 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
and the Authority from claims for bodily injury and/or death and
not less than $§500,000 per occurrence from claims for damage
to property of others which may anse from the operation of the
Systenm. and insurance with the same limits to protect the Issuer
from claims arising out of operation and ownership of motor
vehicles of or for the System.

(3) WORKERS’ COMPENSATION COVERAGE
FOR ALL EMPLOYEES OF OR FOR THE SYSTEM
ELIGIBLE THEREFOR; AND PERFORMANCE AND
PAYMENT BONDS, such bonds to be in the amounts of 100%
of the construction contract and to be required of each
contractor contracting directly with the Issuer, and such
payment bonds will be filed with the Clerk of The County
Commisston of the County in which such work is to be
performed prior to commencement of construction of the Project
in comphiance with West Virginia Code § 38-2-39.
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(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 for 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.

Section 7.17. Completion, Operation and Maintenance; Permits and Orders.
The Issuer will maintain the System in good condition and with all federal and state
requirements and standards and will operate the same as a revenue-producing enterprise in
an efficient and economical manner, making such expenditures for equipment and for
renewal, repair and replacement as may be proper for the economical operation and
maintenance thereof from the revenues of the System in the manner provided in this
Resolution.

The Issuer will maintain all permits required by state and federal laws for the
operation of the System and all orders and approvals from the Public Service Commission
of West Virginta necessary for the operation of the System.

Section 7.18. Compli with Loan Agreem Law. The Issuer agrees
to comply with all the terms and conditions of the Loan Agreement and all applicable laws,
rules and regulations issued by the Authority, or other State, federal or local bodies in regard
to the acquisinon and construction of the Project and the operation. maintenance and use of
the System.

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

A. PUBLIC PURPOSE BONDS. The Issuer shall use the Bond proceeds
solely for the Project and as otherwise set forth herein, and the Project will be solely
operated as 2 public purpose and as local governmental activity of the Issuer.

B. PRIVATE ACTIVITY BOND COVENANT. The Issuer shall not
permit at anyv tume or times any of the proceeds of the Bonds or any other funds of the Issuer
to be used directy or indirectly in a manner which would result in the exclusion of the Bonds
from the treatment afforded by Section 103(a) of the Code by reason of the classification of
the Bonds as pnivate activity bonds' within the meaning of the Code. The [ssuer will take
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all actions necessary to comply with the Code in order to assure the tax-exempt status of the
Bonds.

C. PRIVATE LOAN LIMITATION. The Issuer shall assure that not in
excess of 3% of the Net Proceeds of the Series 1997D Bonds are used, directly or indirectly,
to make or finance a loan (other than loans constituting Nonpurpose Investments) to persons
other than state or local government units.

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

E. INFORMATION RETURN. The Issuer will file all statements,
instruments and returns necessary to assure the tax exempt status of the Bonds, including
without limitation the information return required under Section 149(e) of the Code.

. FURTHER ACTIONS. The Issuer will take any and all actions that
may be required of it (including those deemed necessary by the Authority) so that the interest
on the Bonds will be and remain excludable from gross income for federal income tax
purposes. and will not take any actions, or fail to take any actions (including those
determined bv the Authority) which would adversely affect such exclusion.

Section 7.20. Statutory Mortgage Lien. A statutory mortgage lien upon the
System 1s granted and created by Section 19 of the Act, which statutory mortgage lien is
hereby recognized and declared to be valid and binding, and shall take effect immediately
upon delivery of the Bonds and shall be for the benefit of all Registered Owners of Bonds,

Section 7.21. PSC Order. The Issuer shall comply with the conditions of the
PSC Order and any supplement or amendment thereto.

Section 7,22, Securities Law mpliance. The Issuer will provide the
Authonty, in a timely manner, with any and all information that may be requested of it
(including 1ts 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 [5¢2-12 (17CRF Part 240).
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ARTICLE VIII
INVESTMENT OF FUNDS; NON-ARBITRAGE

Section 3.01. Investments. Any moneys held as a part of the funds and
accounts created by this Resolution, other than the Revenue F und, shalil be invested and
reinvested by the Commission, the Depository Bank or such other bank or national banking
association holding such fund or account, as the case may be, at the direction of the Issuer
in any Qualified Investments to the fullest extent possible under applicable laws, this
Resolution, the need for such moneys for the purposes set forth herein and the specific
restrictions and provisions set forth in this Section 8.01.

Except as specifically provided herein, any investment shall be held in and at
all times deemed a part of the fund or account in which such moneys were onginally held,
and the interest accruing thereon and any profit or loss realized from such investment shall
be credited or charged to the appropriate fund or account. The investments held for any fund
or account shall be valued at the lower of cost or then current market value, or at the
redemption price thereof if then redeemable at the option of the holder, including the value
of accrued interest and giving effect to the amortization of discount, or at par if such
investment is held in the "Consolidated Fund." The Commission, 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 msufficient 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 mvestments. and shall distribute to the Issuer, at least once a yeadr, a summary
of such funds, accounts and investment earmmngs. The Issuer shall retain all such records and
any additional records relating thereto so long as any of the Bonds are Outstanding and as
long thereafter as necessary to comply with the Code and assure the exclusion of intent on
the Bonds from gross income for Federal income tax purposes.

section 8,02, Arbitrage. The Issuer covenants that ( 1) it will restrict the use
of the proceeds of the Series 1997D Bonds in such manner and to such extent as may be
necessary, in view of the Issuer's reasonable expectations at the time of issuance of the Series
1997D Bonds so that the Series 1997D Bonds will not constitute "arbitrage bonds" under
Section 148 of the Code. and (i) 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 Series 1997D 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.
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Section 8.03. Rebate of Excess Investment Earnings to the United States. A.
CREATION OF FUNDS. There are hereby created, to be held by the Depository Bank as
separate funds distinct from all other funds and accounts held by the Depository Bank under
this Resolution, the Earnings Fund and the Rebate Fund. All interest earnings and profits
on amounts in all funds and accounts established under this Resolution on account of the
Series 1997D Bonds, other than (1) interest earnings and profits on any funds referenced in
Subsection C(5) of this Section if such earnings in any Bond Year are less than $100,000,
(11) interest earnings and profits on amounts in funds and accounts which do not constitute
Gross Proceeds, and (111) interest eamings and profits on the Rebate Fund shall, upon receipt
by the Depository Bank. be deposited in the Earnings Fund. In addition, all interest earnings
and profits on Gross Proceeds in funds held by the Issuer shall, upon receipt, be paid to the
Depository Bank for deposit in the Earnings Fund. Annually, on or before the 30th day
following the end of each Bond Year or on the preceding business day in the event that such
last day 1s not a business day, or such earlier date as may be required under the Code or the
[.oan Agreement, the Depository Bank shall transfer from the Earnings Fund to the Rebate
Fund for purposes of ultimate payment to the United States an amount equal to Excess
[nvestment Earnings, all as more particularly described in this Section. Following the
transter referenced in the preceding sentence, the Depository Bank shall transfer all amounts
remaining in the Earnings Fund to the Construction Trust Fund until completion of the
Project, and thereafter to the Revenue Fund.

B. DUTIES OF ISSUER IN GENERAL. The Issuer shall calculate Excess
[nvestment Earnings in accordance with Subsection C and shall assure payment of an amount
equal to Excess Investment Earnings to the United States in accordance with Subsections D
and E.

C. CALCULATION OF EXCESS INVESTMENT EARNINGS. Within
15 days following the last day of the first Bond Year, the Issuer shall calculate, and shall
provide written notice to the Authority and Depository Bank of, the Excess Investment
Eamings referenced in clause (A) of the defimtion of Excess Investment Earnings.
Thereafter, within 15 days following the last day of each Bond Year and within 15 days
following the date of the retirement of the Series 1997D Bonds, the Issuer shall calculate,
and shall provide written notice to the Authority and Depository Bank of, the amount of
Excess Investment Earnings. Said calculations shall be made or caused to be made by the
[ssuer in accordance with the following:

(1)  Except as provided in (2), in determining the amount described in
clause A(1) of the definiton of Excess Investment Earnings, the aggregate amount
eamed on Nonpurpose Investments shall include (i) all income realized under federal
income tax accounting principles (whether or not the person earning such income is
subject to federal income tax) with respect to such Nonpurpose Investments and with
respect to the remnvestment of investment receipts from such Nonpurpose [nvestments
(without regard to the transaction costs incurred in acquiring, carrying, selling or
redeeming such Nonpurpose Investments), inciuding, but not limited to, gain or loss
realized on the disposition of such Nonpurpose Investments (without regard to when
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such gains are taken into account under Section 453 of the Code relating to taxable
year of inclusion of gross income), and income under Section 1272 of the Code
(relating to original issue discount) and (ii) any unrealized gain or loss as of the date
of retirement of the Bonds in the event that any Nonpurpose Investment is retained
after such date.

(2)  Indetermining the amount described in clause (A) of the definition of
Excess Investment Earnings, Investment Property shall be treated as acquired for its
fair market value at the time it becomes a Nonpurpose Investment, so that gain or loss
on the disposition of such Investment Property shall be computed with reference to
such fair market value as its adjusted basis.

(3)  Indetermiming the amount described in clause (A){ii) of the definition
of Excess Investment Eamings, the Yield on the Series 1997D Bonds shail be
determined based on the actual Yield of the Series 1997D Bonds and during the
period between the Closing Date for the Series 1997D Bonds and the date the
computation 1s made (with adjustments for original issue discount or premium).

. (4)  Indetermining the amount described in clause (B) of the definition of
Excess Investment Earnings, all income attributable to the excess described in clause
(A) of said definition must be taken into account, whether or not that income exceeds
the Yield of the Series 1997D Bonds, and no amount may be treated as "negative
arbitrage.”

(5)  Indetermining the amount of Excess Investment Earnings, there shall
be excluded any amount eamed on any fund or account which is used primarily to
achieve a proper matching of revenues and Debt Service within each Bond Year and
which is depleted at least once a year except for a reasonable carryover amount not
in excess of the greater of 1 year's earnings on such fund or account or 1/12th of
annuat Debt Service as well as amounts earned on said earnings if the gross earnings
on such fund or account for the Bond Year 1s less than $100,000.

D. PAYMENT TO THE UNITED STATES. The Issuer shall direct the
Depository Bank to pay from the Rebate Fund an amount equal to Excess Investment
Earnings to the United States in installments with the first payment to be made not later than
30 days after the end of the 5th Bond Year and with subsequent payments to be made not
later than 3 vears after the preceding payment was due. The Issuer shall assure that each
such installment is in an amount equal to at least 90% of the Excess Investment Earnings
with respect to the Gross Proceeds as of the close of the computation period. Not later than
60 days after the retirement of the Series 1997D Bonds, the Issuer shall direct the Depository
Bank to pay from the Rebate Fund to the United States 100% of the theretofore unpaid
Excess Investment Earnings in the Rebate Fund. In the event that there are any amounts
remaining in the Rebate Fund following the payment 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 at the address prescribed
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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 by this Subsection D, 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.

E. FURTHER OBLIGATIONS OF ISSUER. The Issuer shall assure that
Excess Investment Eamings are not paid or disbursed except as required in this Section. To
that end the [ssuer shall assure that investment transactions are on an arm's length basis and
that Nonpurpose Investments are acquired at their fair market value. In the event that
Nonpurpose Investments consist of certificates of deposit or investment contracts, investment
in such Nonpurpose Investments shall be made in accordance with the procedures described
in applicable Regulations as from time to time in effect. The Depository Bank shall keep the
moneys in the Earnings Fund and Rebate Fund invested and reinvested to the fullest extent
practicable in Government Obligations with maturities consonant with the required use
thereof and investment profits and earnings shall be credited to the account of such fund on
which eamned.

_F. MAINTENANCE OF RECORDS. The Issuer shall keep, and retain for
a period of six vears following the retirement of the Series 1997D Bonds, records of the
determinations made pursuant to this Section 8.03.

G. INDEPENDENT CONSULTANTS. In order to provide for the
admunistration of this Section 8.03, 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 may deem
appropriate.

H.  FURTHER AGREEMENT. Notwithstanding the foregoing, the Issuer
further covenants to comply with all Regulations from time to time in effect and applicable
to the Bonds. as may be necessary in order to fuily comply with Section 148(f) of the Code.

L. REPORTING TO AUTHORITY. The Issuer shall 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 relating thereto as may be requested by the Authority and shall furnish to the
Authority such information with respect to earnings on all funds constituting "gross
proceeds” ot the Bonds (as that term is defined in the Code) from time to time as the
Authonty may request.

1. AMENDMENTS TO THIS SECTION. Notwithstanding any of the
provisions herein to the contrary, the Issuer agrees to amend the provisions of this Section
from time to ume at the direction of the Authority in order to insure continuing compliance
with Section 8.02 hereof.



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 Bonds:

(1) If default occurs in the due and punctual payment of the principal of or
interest on any Bonds, the Series 1997B Bonds, the Series 1997C Bonds, the Series
1997D Bonds or the Prior 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 Bonds set forth in this Resolution,
any Supplemental Resolution or in the Bonds, and such default shall have continued
for a period of 30 days after the Issuer shall have been given written notice of such
default by the Commuission, the Depository Bank, the Bond Registrar, any Paying
Agent or a Holder of a Bond; or

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

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 rights and, in particular, (i) bring
suit for any unpaid principal or interest then due, (ii} by mandamus or other appropriate
proceeding enforce all nights of such Registered Owners including the right to require the
Issuer to perform its duties under the Act and this Resolution relating thereto, including but
not limited to the making and collection of sufficient rates or charges for services rendered
by the Systernw. (ii1) 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 at law or bill in equity enjoin any acts in violation of the
Resolution with respect to the Bonds, or the rights of such Registered Owners.

Section 9.03. Appointment of Receiver. Any Registered Owner of a Bond
may, by proper legai action, compet the performance of the duties of the Issuer under this
Resolution and the Act. including, 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 the Bonds any
Registered Owner of a Bond shall, in addition to all other remedies or rights, have the right
by appropnate legal proceedings to obtain the appointment of a receiver to administer the
System or to compiete the acquisition and construction of the Project, or both, on behalf of
the Issuer. with power to charge rates, rentals, fees and other charges sufficient to provide
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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 Resolution
and the Act.

The receiver so appointed shall forthwith, directly or by his 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 [ssuer itself might do.

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Resolution 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
Resolution shall have been cured and made good, possession of the System shall be
surrendered to the Issuer upon the entrv of an order of the court to that effect. Upon any
subsequent default. any Registered Owner of anv 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, shall be under the direction and supervision of the court making such appointment, shail
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 funcrion not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaming to the
System, but the authonity of such receiver shall be limited to the possession, operation and
maintenance of the System for the sole purpose of the protection of both the Issuer and
Regstered Owners of such Bonds and the curing and making good of any Event of Defauit
with respect thereto under the provisions of this Resolution, 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, assigr, mortgage or otherwise
dispose of any assets of the System.

Section 9.04. Remedies on Parity With Pror Bonds. The exercise of any
remedies set torth in Sections 9.02 and 9.03 above shall recognize and protect the party

rights of the owners of the Prior Bonds, the Series 1997B Bonds and the Series 1997C
Bonds.



ARTICLE X

DEFEASANCE
Section 10.01. Defeasance of Bonds. If the Issuer shail pay or cause to be

paid, or there shail otherwise be paid, to the Holders of the Bonds, the principal of and
interest due or to become due thereon, at the times and in the manner stipulated therein and
in this Resolution, then the pledge of Net Revenues and other moneys and securities pledged
under this Resolution and all covenants, agreements and other obligations of the Issuer to the
Registered Owners of such Bonds shall thereupon cease, terminate and become void and be
discharged and satisfied.

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, the principal instailments
of and interest on such Bonds shall be deemed to have been paid within the meaning and
with the effect expressed in the first paragraph of this section. All Bonds shall, 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
Commussion 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 Commission at the same time, shall be
sufficient to pay when due the principal installments of and interest due and to become due
on said Bonds on and prior to the next redemption date or the maturity dates thereof. Neither
securifies nor morneys 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 Bonds: provided. that any cash received from such principal or interest payments on
such securines deposited with the Commission or its agent, 1f not then needed for such
purpose. shall. to the extent practicable, be reinvested in securities maturing at times and in
amounts sufficient to pav 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 eamned from such reinvestments shall be paid over to the Issuer as received by the
Commission or 1ts agent, free and clear of any trust, lien or pledge. For the purpose of this
section, securities shall mean and include only Government Obligations.



ARTICLE X]
MISCELLANEQUS

Secuon 11,01 Amendment or Modification of Resolution. No material
modificatdon or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the respective rights of
Registered Owners of the Bonds shall be made without the consent in writing of the
Registered Owners of sixty-six and two-thirds (66-2/3%) percent or more in principal
amount of the Bonds so affected and then Outstanding; provided, that no change shall be
made in the matunty of any Bond or 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
respective Registered Owner thereof. No amendment or modification shall be made that
would reduce the percentage of the principal amount of Bonds required for consent to the
above-permitted amendments or modifications. Notwithstanding the foregoing, this
Resolution may be amended without the consent of any Bondholder as may be necessary to
assure compliance with Section 148(f) of the Code relating to rebate requirements or
otherwise as may be necessary to assure the excludability of interest on the Bonds from the
gross income of the Holders thereof.

Section 11,02. Resolution Constitutes Contract. The provisions of the
Resolution shall constitute a contract between the Issuer and the Registered Owners of the
Bonds and no change, variation or alteration of any kind of the provisions of the Resolution
shall be made i any manner, except as in this Resolution provided.

Section 11.03. Severability of Invalid Provisions. If any section, paragraph,
clause or provision of this Resolution should be held invalid by any court of competent
junisdiction. the mvalidity of such section, paragraph, clause or provision shail not affect any
of the remaining provisions of this Resolution and the 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 and

parts thereor in conilict with the provisions of this Resolution are, to the extent of such
conflict, hereby repealed.

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
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thereto; and that the Chairperson, Secretary and members of the Governing Body were at all
times when any actions in connection with this Resolution occurred and are duly in office
and duly qualified for such office.

Section 11.07. Effective Date. This Resolution shall take effect immediately
upon adoption.

Adopted this day of 1997.
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SHADY SPRING PUBLIC SERVICE DISTRICT
(WEST VIRGINIA}

SEWER REFUNDING REVENUE BONDS
SERIES 1997D

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAT RESOLUTION PROVIDING A3 TC DATES,
MATURITIES, INTEREST RATES, PRINCIPAL PAYMENT
SCHEDULE, SALE PRICE AND OTHER TERMS OF THE SHADY
SPRING P2UBLIC SERVICE DISTRICT SEWER REFUNDING
REVENUEZ BONDS, SERIES 1997D; AUTHORIZING AND
APPROVAL OF AN ESCROW AGREEMENT, OTHER INSTRUMENTS
~ELATING 7C THE REFUNDING OF THE SERIES 19823
SONDS; APPOINTING AN ESCROW AGENT, REGISTRAR,
FAYING AGENT, AND DEPCSITCRY BANK; APPROVING THE
~OAN AGREEMENT AND MAKING OTHER PROVISIONS AS TO
JZE EONDS AND THE REFUNDING.

JHEREAS, Shady Spring Public Service District (the “Issuer”),
in the County of Raleigh, State of West Virginia, is a public service
district and public corporatlon of said State, the governing body of which
is this pubkllc service board (the “Governing Bedy”);

WHEREAS, the Governing Body duly adopted on June 12, 1997, a
resclution the "“Fesolution”) entitled:

RESCLUTICN ARUTHORIZING THE REFUNDING CF THE SEWER
\ZVENUE 3BONDS, SERIES 1982A, CF SHADY SPRING PUBLIC
RVIZZ DISTRICT, THE ISSUANCE OF SEWER REFUNDING
ENUZ zONDS, SERIES 1997D, OF THE DISTRICT IN THE
GATE PRINCIPAL AMOUNT OF NOT MORE THAN
_ 1.52, THE FROCEEDS OF WHICH, TOGETHER WITYH
fJNDS OF THE DISTRICT, SHALL EBE EXPENDED FOR
SEFUNDING AND TO PAY CCSTS IN CONNECTION
H; PROVIDING FCOR THE RIGHTS AND REMEDIES
AND THE SECURITY FOR, THE REGISTERED QWKERS OF
H ZONDS:; AUTHORIZING THE EXECUTION AND DELIVERY
=N ISCROW AGREEMENT, AND OTHER DOCUMENTS:
HORIZING THE SALE AND PRCVIDING FOR THE TERMS

PROVISIONS CF SUCH BONDS AND ADOPTING OTHER
YIZICNS WITH RESPECT TOQ SUCH BONDS.
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#HEREZZ, <the Resolution provided for the refunding of the
Issuer’s Sewer Fevenue Bonds, Series 19824, dated August 1, 1982 (the
"1982A Bonds”', and Issuance of its Sewer Refunding Revenue Bonds, Series

19970 (the "Zerxres 387D Bonds”), in an aggregate principal amount not to
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exceed $3,600,000, for the purposes of paying a portion of the costs of
such refunding; zand paying costs of issuance thereof, all in accordance
with Chapter 16, article 13A of the West Virginia Code of 1931, as amended
(the “2act”):

WHEREAS, the Resolution further provided that the exact
principal amcunt of the Series 1997D Bonds to be sold and the date,
maturities, interest rates, redemption provisions, price and other terms
of the Series 1997D Bonds should be established, that an Escrow Agent,
Registrar, Paying Agent and Depository Bank be designated, that an Escrow
Agreement and Registrar and Paying Agent Agreement be approved, and that
other matters pertaining to the Series 1997D Bonds be provided for by a
supplemental resolution of the Governing Body:

WHEREAS, the Series 1997D Bonds are proposed to be purchased by
The West Virginia Water Development Authority (the "Authority™), pursuant
to a Loan Agreement between %the Authority and the Issuer (the "Loan
Agreement”}; and

WHERERS, the Governing Body deems it essential and desirable
that this Resclution be adopted and tthat the Loan Agreement, the Escrow
Agreement and the Registrar and Paying Agent Agreement hereinafter provided
for e entered intc by the Issuer, that the aggregate principal amount, the
prices, the maturity dates and amounts, and the interest rates of the
Series 1987D Bonds, be fixed hereby in the manner stated herein, and that
other matters relating to the Series 1997D Bonds be herein provided for,
all in accordance with the Resolution:

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF SHADY
SPRING PUBLIC SERVICE DISTRICT:

Secticn 1. Pursuant to the Resclutien and the Act, this
Supplemental Resclution is adepted and there are hereby authorized and
ordered to be issued the Series 1997D Bonds. The Series 1997D Bonds shall
be dated, shall ze issued in such aggregate principal amount not to exceed
$3,056,954.52, =hall bear interest at the rate of £.25%, with interest
payable semiznnuaily on August 1 and October 1, 1997 such dates, with final
maturity to be on cor before COctober 1, 2035, and shall have such redemption
provisions and other terms as set forth in the Locan Agreement. All other
provisions relating to the Series 19970 Bonds shall be as provided in the
Resolution, and the Series 1997D Bonds shall be in substantially the form
provided in the Resolution.

Secticn 2. The Escrow Agreement by and between the Issuer and
the West Virginia Municipal Bond Commissicn as Escrow Agent, to be dated
as cI the date of zelivery of the Series 1997D Bonds, substantially in the
form submitted to this meeting, and the execution and cdelivery (in multiple
counterparts; by the Chalirman thereof shall be and the same are Nereby
authorized, approved and directed. The Chairman shall execute and deliver
the Escrow Agreement with such changes, insertions and cmissions as may be
approved by the Chairman. Execution of the Escrow Agreement by the Chairman
shall be ceonclus:ive evidence of any approval required by this Section.

Secticn 3. The Registrar Agreement to be dated as of +the gdate
of celivery of tne Series 1997D Bonds, by and between the Issuer and the
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Registrar designated herein, substantially in the form submitted to this
meeting, shall be and the same is hereby approved. The Chairman shall
execute and deliver the Registrar Agreement with such changes, insertions
and omissicns as may be approved by the Chairman. The execution of the
Registrar Agreement by the Chairman shall be conclusive evidence of any
apprcval required by this Section.

Section 4. [RESERVED].
Section 5. [RESERVED].

Section £. The firm of Hamb & Poffenbarger, Charleston, West
Virginia, is hereby appointed bond counsel to the Issuer in connection with
the issuance of the Series 199%7D Bonds.

Section 7. The Issuer does hereby appoint and designate the
West Virginia Municipal Bond Commission for the purpose of serving in the
capacity cof Escrow Agent and Paying Agent.

Section 8. The Issuer does hereby appoint and designate Bank
One, Naticnal Association, Charleston, West Virginia, for the purpcse of
serving in the capacities of Registrar.

Section 9. The Issuer does hereby appoint and designate First
State Bank & Trust, Beckley, West Virginia, for the purpose of serving in
the capacity of Depository Bank.

Section 10. The firm of Smith, Cochran & Hicks, Charleston,
West Virginia, is hereby engaged for the purpose of verifying yield and
sufficiency of the Escrow Fund.

Section 11. The notice addresses for the Registrar, Paying
Agent, Depository Bank, Escrow Agent and Authority shall be as follows:

REGISTRAR AND PAYING AGENT

Bank Cne, West Virginia, N.A.

707 Virginla Street, East

Charleston, West Virginia 25301
Attention: Corporate Trust Department

()



DEPOSITORY BANK

First State Bank & Trust
Beckley, West Virginia 25801

ESCROW AGENT

West Virginia Municipal Bond Commission
812 Quarrier Street, Suite 200
Charleston, West Virginia 25301
Attention: ExXecutive Director

ORIGINAL PURCHASER

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

Section 12. The Chairman and Secretary are hereby authorized
and directed to execute and deliver such other documents and certificates,
including 2 tax and arbitrage certificate, required or desirable 1in
connection with the Series 1997D Bond issue to the end that the Series
19%7D Bonds may be delivered on a timely basis to the Authority pursuant
to the Loan Agreement.

Section 13. Under the provisions of the Act, and as provided in
the Resclution and the Series 1937D Bonds and the interest thereon do not
constitute indebtedness of the Issuer within the meaning of any
constituticnal or statutory provisions or limitations, but shall be payable
solely from the Net Revenues derived from the operation of the System of
the Issuer and the Series 1397D Bonds Reserve Account established by the
Resolution, and neither the credit nor the taxing power of the Issuer is
pledged for, and no tax shall ever be levied for, payment of the Series
1297D Bends and the interest thereon.

Section 4. This Resolution shall be effective immediately.

Adopted this day of

[{SEAL]

—

ATTEST:  —
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CERTIFICATION

Certified a true, correct and complete copy of a Supplemental
Resolution duly adopted by the Public Service Board of SHADY SPRING PUBLIC
SERVICE DISTRICT at a meeting of the Public Service Board held at 5:00
p-m., on June 18, 1997, pursuant tc prcper notice, at which meeting a
quorum was present acting throughput.

Dated this day 15th of June, 1997.

[SEAL]

V . /'0
Ve det R s 7‘*—"’%&—-—/
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Secretary

n



6(d) Series 1997D Escrow Agreement between
Shady Spring Public Service District and
West Virginia Municipal Bond Commission



ESCROW AGREEMENT

This ZSCROW AGREEMENT, made and entered into as of June 24, 1997, by and
petween SHADY SPRING PUBLIC SERVICE SEWER DISTRICT (the “Issuer”) and the WEST
VIRGINIA MUNICIDPAL RBOND COMMISSICON (the “Commission” cor the “Escrow Agent”) .

WITNESSETHE TEAT:

WHEREAS, the Issuer presently owns and operates a public sewerage system
{the “System”! and has heretofcre financed the acquisition and zonstruction of
the 3ystem and certain additions, extensions and improvements thereto by issuance
cf several series of bonds, of which amcng the ocutstanding are the Sewer Revenue
Bonds, Series 1982A, dated ARugust 1, 1982, originally issued in the aggregate
amount of $2,&80,000, of which $2,520,000 is presently outstanding (the “Series
1%82A Bonds’';

WHEREARS, the =Series 1982A Bonds were issued pursuant t¢ a resolution of the
Issuer adoztzd August 1, 1982,as supplemented by a supplemental resoluticn
adepted on August 1, 1982 (collectively, the “1%82A Resolution’”:;

WHERERS. the Issuer has determined to issue its Sewer Revenue Refunding
Bonds, Seraes 1937D (the “Series 19%7D Bonds”}, pursuant to a resolution adopted
June 12, 1837, as supplemented by a supplemental resolution adopted June 19, 1997
(collectively, the “1997D Resolution”), and contemporaneously therewith, legally
defease the Series 1982A Bonds by applying proceeds of the Series 1997D Bonds and
certain moneys of the Issuer (“Issuer’s Funds”) to the purchase of obligations
of the United States government to be deposited, together with certain cash
amounts, in the Escrow Fund herein described:;

WHEREAS, the Escrow Agent will cause to be purchased on behalf of the
Issuer, with certain of such Series 1997D Bonds proceeds and Issuer’s Funds,
certain United States Treasury Obligations (the “Government Securities”)
described -n the Verification Report, dated June 24, 1987, of Smith, Cochrain &
Hicks, a fZirzm of ilndependent certified public accountants, attached hereto as
EXHIBIT A - VIRIFICATICN REPORT (the "Verification Report”);

WHERERZ., the Covernment Securities, plus cash amounts in the Escrow Fund
which will Ze delivered tc the Escrow Agent simultaneously with the delivery of
the Series _357D Bonds, are in such principal amount and mature angd bear interest
at such rates and are payable at such times and in such amounts as to insure the
payment of -hs princ:ipal of and interest on the Series 1%82A Bonds as they come
due, and, on the first permitted redemption date thereof, being Cctober 1, 2001
{(Che “Redermption Date”), the entire remalning principal amount <f the Series
19822 Bonds then ocutstanding, tcgether with a redemption premium of 12.6694915%
of the praincipal amount so redeemed, &nd interest accrued thereon ©
2001 {cecllective, the “Redemption Price”);

SRS B | |

© Ccrtoper 1,

WHEREAS, the Issuer has found it desirable to appoint the Zscrow Agent and
the Commissicn has agreed to such appointment for the purposes of holding title,

&s trustee. Iz the Government Securitles, recelving payments cf the principal
therecf ana .nterest thereon when due, disbursing tec the paying agent such
amounts as mav pe necessary to provide for payment of principal of and interestc
on the Seriss 1982 A Bonds a&as the same become due and payabla, and on the
Redemptlon -ate, the Redempticn Price and holding, investing and reinvesting any
cash balances which may at any time not be needed for immediate cisbursement; and
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NQW, THEREFC
and in order Zurthe
provided, the
themselves, their

RE, n consideration of the mutual agreements contained herein,
r T2 secure payment of the Series 1982 A Bonds, as heretofore
rvzes hereto mutually undertake, promise and agree for
respective representatives, successors and assigns, as follows:

1. There -5 hereby created and established with the Escrow Agent an
irrevocable Trust Zund te be known as the Escrow Fund, to be held in the custody
cf the Escrcw Agent. separate and apart from all cther funds of the Issuer and
the Escrow Agent. The deposit of securities or moneys in the Escrow Fund shall
constitute an :irrsvccable deposit of said securities or meneys in trust for, and
such moneys and securities, together with any income or interest earned thereon,
shall be appliesd, =xcept as otherwlse provided herein, to the payment of
principal of and interest on the Series 1982 A Bonds as the same become due and
payable, and on the Redemption Date, tc¢ pay the Redemption Price, all in
accordance with paragraph 5 herecf.

2. Concurrently with the delivery of the Series 1997 D Bonds, the
Commission shall transfer from the Series 1982 A Bonds Reserve Account (i) the
sum cof $211,%71.327 o the Series 1997 D Bonds Reserve Account and the sum of

$98,588.27 to the Escrow Agent for deposit into the Escrow Fund. Additionally,
concurrently with the delivery c¢f the Series 1%97 D Beonds, the Commission shall
transfer 3133,¢22.74 Zrom the Series 1982 A Bonds Sinking Fund to purchase escrow

securities for tThe Zscrow Account.

3. Concurrently with the delivery of the Series 1997 D Bonds, the Issuer
and the Escrow Agent shall cause (i) Series 1997 D Bonds proceeds in the amount
of $3,035,95%4.3%2, zand (ii) the amounts described in paragraph 2 above, on deposit
with the Commissicn 2n the Series 1982 R Bonds Sinking Fund and Reserve RAccount
to be depositec :in the Escrow Fund, and thereupon $3,250,634 to be applied to the
purchase of th.e Government Securities and tec hold the remaining $0.83 as cash,
uninvested, - the Escrow Fund. Maturing principal and interest {together with
reinvestment crcceeds therecf) of the Government Securities and the uninvested

cash in the Escrow Fund shall be applied sclely tc the payment cf the Series 1982
A Bonds. Sml:h, Zochran & Hicks, CPAs, has certified, in its Verification
Report, attached : eto as EXHIBIT A, that the Government Securities, tcgether
with the inccm be derived therefrom and the uninvested cash in the Escrow
Fund will be sufficzzent to pay the principal of and interest on the Series 1982
A Bonds as the

came rceccme due and payable, and, on the Redemption Cate, to pay
the Redempt:izn Price.  The Issuer hereby authorizes and directs the Escrow Agent
to subscribe -z zZhe o

2

rcnase of the Government Securities.

4. The Zscrow Agent shall have ne authority te reainvest funds or make
substituticns I the Government Securities acguired hereunder under this
agreement exceasps z

{1
1

zs IZclliows:

If requested oy the Issuer, and upon receipt of an opinion of naticnally
recognized oond ccunsel that such substiltution will not affect the tax-exempt
status of intsrest zon the Serles 1982 A Bonds or the Series 19%7 D Bonds under

the Internal revenue Code of 1387, as amended and then in effect {(the “Code”),
the Escrow Agent may substitute other United States Treasury Obligations for the

Government Zecurzies, provided that such United States Treasury Cbligations
being substituted must ke non-callable obligaticns of the United States of
America (“Direct Ckligations”), must be sufficient to pay the principal of and
interest on zzries (982 A Bonds as the same become due, and also pay, on the
Redemptlon . tne Redemption Price, and provided further, that the Escrow

Agent recei v9*1*'”atlon by a Certified PuDl ¢ Acccuntant of the sufficiency
of the escr : rities to pay the praincipal of and interest on the Series
1882 A Boncs : ne same pecome due, and alsc pay, on the Redemption Date, the

Vel
~
<
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1582 A Bonds as the same beccme due, and also pay, on the Redempticen Date, the
Redemption Price.

5. The Escrow Agent shall transfer from the Escrow Fund and deposit
directly with the raying agent for the Series 1982 A Bonds, in immediately
available funds on Cctober 1, 1997, and on each April 1 and October 1 thereafter,
to and including Cc:cber 1, 2001, an amount sufficient to pay the principal of
and interest on the Series 1382 A Bonds as the same become due, in accordance
with the Series 1982 A Bonds debt service schedule attached to the Verification
Report, and on the Redemption Date, an amount sufficient tc pay the Redemption
Price. The Zscrow Agent is not required to provide anv redemption notices to the
holders of the Series 1982 A Bonds.

6. The heolders of the Series 1982 A Bonds shall have an express lien on
all moneys and assets in the Escrow Fund until paid out, used and applies in
accordance with this Agreement.

7. Subject to the provisions of paragraph 17 hereof, 12 months after the
payment of all amounts required to be paid pursuant to paragraph 5 of this
Agreement, the amounts remaining in the Escrow Fund, if any, shall be deposited
by the Escrow Agent in the Series 1997 D Bonds Sinking Fund, and applied to
cayment of the Ser:ss 19397 D Bonds.

8. The Escrow Agent shall be entitled te fees for services rendered
under this Agreement and reascnable expenses as set forth in EXHIBRIT B - ESCROW
AGENT FEES, attached hereto. The Issuer shall pay from its own funds, to the
Escrow Agent the amounts at the times set forth in EXHIBIT B. In no event shall
such fees or expenses be paid from the Escrew Fund, nor shall the Escrow Agent
or the paying agent have any lien whatsoever upon any of the moneys or Government
Securities in the Zscrow Fund for the payment of such fees or expenses.

9. The Issuer and the Escrow Agent independently hereby covenant that
no part of the moneys or funds at any time in the Escrow Fund shall be used
directly or rndirectly to acquire any securities or obligations, the acgquisition
of which would cause any of the Series 1982 A Bonds or the Series 1957 IO Bonds
to be an “arbitrage cond” as defined in Section 148 of the Cocde, or to be subject
to treatment under zection 148 as an obligation not described in Sectieon 103 of
the Code.

10. The Escrow Agent shall not have any responsibility with respect to
the sufficiency of this Escrow Agreement to effect payment, redemption or
defeasance cf the Series 1982 A Bonds. The liability of the Escrow Agent for the
payment of the principal of, interest on and Redemption Price of the Series 1982
A Bonds shall be l-mited to the payment of all amounts required to be paid
pursuant to paragrapnh 5 hereof. The Escrow Agent shall not be liable or
responsible because of the failure of the Issuer to perform any act required of
it by this Escrew Agreement. The Escrow Agent shall have no responsibility to
the Issuer cr any c:iner person in connection with this Escrow Agreement, except
as specifically prcvided herein, and shall not be responsible for anything done
cr omitted to be done by it except for its own negligence or willful default in
the performance ¢f any cbligation imposed on it hereunder.

11. By executicn of this Escrow RAgreement, the &scrow Agent accepts the
duties and chbligations as Escrow Agent hereunder. The Escrow RAgent represents
that it has all requisite power, and has taken all actizan necessary to execute
the trusts hereby created.



12. If the Escrow Agent is called upon by the terms of this Escrow
Agreement to determine the occurrence of any event or contingency, the Escrow
Agent may request from the Issuer or any other person such reasonable additional
evidence as the Escrow Agent in its discretion may deem necessary to determine
any fact relating to the occurrence of such event or contingency, and in this
connection may inquire and consult with the Issuer, at any time. The Escrow Agent
may request an opinicn of counsel for a determination of any legal issue which
might arise in the performance of its duties hereunder and may act in accordance
with the advice given in such opinion.

i13. The Escrow Agent shall not be liable for any loss resulting from any
investment made pursuant to the terms and provisions of this Escrow Agreement.

l4. The Escrow Agent may act upon any notice, request, waiver, censent,
certificate, receipt, authorization, power of attorney or other instrument or
document which the Escrow Agent in geood faith believes to be genuine and correct
and to have been signed or sent by the proper person or persons.

15. The Escrow Agent may resign or be removed by the Issuer, and thereby
become discharged from the trusts hereby created, by notice given to the Issuer
and each insurer of any of the Series 19582 A Bonds not less than thirty (30} days
before such resignation or removal shall take effect. Such resignation or removal
shall take effect immediately, however, upon the earlier appointment of a new
Escrow Agent hereunder and acceptance of the trusts hereby created. The Escrow
Agent shall continue to serve as Escrow Agent until a successor is appointed and
the funds held hereunder transferred. The Escrow Agent shall provide a proper
accounting tec the Issuer of all funds deposited pursuant to this Escrow Agreement
within 30 days of the appointment of a successor Escrow Agent. If no such
appeintment has been made at the end of the 30 day period, the Escrow Agent may
petiticon a court of competent jurisdiction for appeintment of a successor or
temporary Escrow Agent. In the event of the resignation or removal of the Escrow
Agent, the Escrow Agent shall rebate to the Issuer any fees theretofore paid in
advance by the Issuer to the Escrow Agent for its services under this Escrow
Agreement.

i6. This Escrow Agreement is made for the benefit cf the Issuer, the
Escrow Agent and the holders from time to time of the Series 1982 A Bonds, except
as otherwise expressly provided herein. This Escrow Agreement may be modifies
or amended at anytime, provided, however, that no such modification or amendment
shall be made which would, materially adversely affect the interest of any cf the
helders of the Series 1982 A Bonds.

17. If any Outstanding Series 1982 A Bonds are not presented for payment
on the Redemption Date, and meoneys are held by the Escrow Agent for payment
thereof, such moneys shall be held for such purposes for a period of 5 years from
the date such payment was due, at which time such meneys shall be paid to the
Issuer. Following such payment to the Issuer, the Issuer shall be responsible
for payment to any holder of the Series 1982 A Bonds presenting such Series 1982
~ Bonds to the Zscrow Agent of the amount payable to such holder.

18. This Escrow Agreement shall terminate on the earlier of the date on
which all the Cutstanding Series 1582 A Bonds have been redeemed, paid in full
and discharged, or, as described in paragraph 17 above, 2 years after the last
date con which payment on the Series 1282 A Bonds is due. Upon termination of
this Escrow Agreement, any remaining moneys and Government Securities in the
Escrow fFund snall be transferred as provided in paragraph 7 hereof.



19. If any one or more of the covenants or agreements provided in this
Agreement to be performed on the part of any of the parties hereto shall be
determined by a court of competent Z%urisdiction to be contrary to law, such
covenant or agreement shall be deemed and construed to be severable from the
remaining cevenants and agreements herein contained and shall in no way affect
the validity of the remaining provisions of this Agreement.

20. This Agreement may be executed in several counterparts, all or any
of which shall be regarded for all purposes as one original and shall censtitute
and be but cne and the same instrument.

21. This Agreement is made in the State of West Virginia under the
Constituticn and laws of such State and is to be so construed.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the

day and year first abecve written.

SHADY SPRING PUBLIC SERVICE

SEWER DISTRIET

’ i - A ///
Chalrman, pPubli Eifi;;#ﬁyard
-

WEST VIRGINIA MUNICIPAL BOND

7 a

COMMISSION /
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By
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Executive ?irectorj
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- EXHIBIT A - VERIFICATION REPORT

[Included as Transcript Document No. 28]
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4.4

SHADY SPRING PUBLIC SERVICE DISTRICT
Sewerage System Revenue Refunding Bonds
Series 1982 A

RTIFICATE QF DEFEA E OF BONDS TO BE REFUNDE

I, R. Witter Hallan, Executive Director of the West Virginia Municipal Bond
Commission, as Escrow Agent (the “Escrow Agent”) under the Escrow Agreement dated
June 2v, 1997 (the “Escrow Agreement”), by and between the Shady Spring Public Service
District (the “District”) and the Escrow Agent, hereby certify to the following:

1. There have been received this day the irrevocable mstructions and
moneys or other assets described in paragraph 3 of the Escrow Agreement.

2, Pursuant to the Escrow Agreement, as of this day there are on deposit
in the Escrow Fund established pursnant to the Escrow Agreement amounts which, together
with the earnings thereon, will be sufficient without reinvestment or substitution to pay the
Redemption Price of and interest on the District’s Revenue Bonds described in Exhibit A
hereto (the “Bonds To Be Refunded”) as the same come due and as required by the Escrow
Agreement, and, thus, to defease the lien on the Bonds To Be Refunded.

3. The lien of the Bonds To Be Refunded (except such lien created under
the Escrow Agreement) is effectively defeased pursuant to the terms of the Resolution as
of the date hereof.

IN WITNESS WHEREOQF, I hereunto Gl{nyws 24th day of June, 1997.
. L

R. Witter Hallan i 3
Executive Director, West Virginia Municipal
Bond Commission, as Escrow Agent

CHASFS3:52159

EXHIBIT A



SRF-LP-1
(April 1993)

LOAN AGREEMENT

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

SHADY SPRING PUBLIC SERVICE DISTRICT

(Local Government)

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

WHEREAS, pursuant to the provisions of Chapter 20,
Article 5I, of the Code of West Virginia, 1931, as amended (the
"Act"), the State of West Virginia (the "State") has established a
state water pollution control revolving fund program (the
"Program”) to direct the distribution of loans to particular local
governments pursuant to the Clean Water Act; '

WHEREAS, under the Act the DEP is designated the
instrumentality to enter into capitalization agreements with the
United States Environmental Protection Agency ("EPA") to accept
capitalization grant awards and DEP has been awarded capitalization
grants to partially fund the Program;

WHEREAS, under the Act and under the direction of DEP,
the Authority has established a permanent perpetual fund known as
the "West Virginia Water Pollution Control Revolving Fund®
(hereinafter the “Fund"):

WHEREAS, pursuant to the Act, the Authority and DEP are
empowered to make loans from the Fund to local governments for the
acquisition or construction of wastewater Lreatment projects by



such local governments, all subject to such provisions and
limitations as are contained in the Clean Water Act and the Act;

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

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

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

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

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

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

NOW, THEREFORE, in consideration of the premises and the
mutual agreements hereinafter contained, the Local Government, DEP
and the Autheority hereby agree as follows:

ARTICLE I
Definitions

1.1 Except where the <context <clearly indicates

otherwise, the terms "Authority, " "cost, " "fund, " "local

government," and "project" have the definitions and meanings
ascribed to them in the Act or in the SRF Regulaticns.
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1.2 "Consulting Engineers" means the professional
engineer, licensed by the State, designated in the Application and
any successor thereto.

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

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

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

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

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

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

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

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

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

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

The Proiject and the Svstem

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

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

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

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

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

2.6 The Local Government agrees that it will permit the
Authority and DEP and their respective agents to have access to the
records of the Local Government pertaining to the operation and
maintenance of the System at any reasonable time following
completion of construction of the Project and commencement of
operation thereof or if the Project 1is an improvement to an
existing system at any reascnable time following commencement of
construction.

2.7 The Local Government 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.

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

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

2.10 The Local Government shall require the Consulting
Engineers to submit the final Operation and Maintenance Manual, as
defined in the SRF Regulations, to DEP when the Project is 90%
completed. The Local Government agrees that it will at all times
provide operation and maintenance of the System to comply with any
and all State and federal standards. The Local Government agrees
that qualified operating personnel properly certified by the State
will be employed before the Project is 25% complete and agrees that
it will retain such a certified operator(s) to operate the System
during the entire term of this Loan Agreement. The Local
Government shall notify DEP in writing of the certified operator
employed at the 25% completion stage.

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

2.12 The Local Government, 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 B and incorporated herein by reference, and
forward a copy by the 10th of each month to the Authority.

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



ARTICLE IIT

Conditions to Loan;

Issuance of Local Bonds

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

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

(b} The Local Government shall have performed and
satisfied all of the terms and conditions to be performed and
satisfied by it in this Loan Agreement:

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

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

(e) The Local Government shall have obtained all
permits required by the laws of the State and the federal
government necessary for the construction of the Project, and the
Authority and DEP shall have received a certificate of the
Consulting Engineers to such effect;

(£) The Local Government shall have obtained all
requisite . orders of and approvals from the Public Service
Commission of West Virginia (the ®pscn) necessary for the
construction of the Project and operation of the System, and the
Authority and DEP shall have received an opinion of counsel to the
Local Government, which may be local counsel to the Local



Government, bond counsel or special PSC counsel but must be
satisfactory to the Authority and DEP, to such effect;

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

(h) The Local Govermment 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, and the Authority and DEP shall have received an
opinion of counsel to the Local Govermment, which may be local
counsel to the Local Government, bond counsel or special PSC
counsel but must be satisfactory to the Authority and DEP, to such
effect;

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

(j) The net proceeds of the Local Bonds, together
with all moneys on deposit or to be simultaneocusly 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 and DEP shall have received a certificate of the
Consulting Engineers, or such other person or firm experienced in
the financing of wastewater treatment projects and satisfactory to
the Authority and DEP, to such effect, such certificate to be in
form and substance satisfactory to the Authority and DEP, and
evidence satisfactory to the Authority and DEP of such irrevocably
committed grants.,

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

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

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

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

3.6 The Local Government shall provide DEP with the
appropriate documentation to comply with the special conditions
established by federal and state regulations as set forth in
Exhibit E hereto at such times as are set forth in Exhibit E.



ARTICLE IV

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

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

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

(i) to pay Operating Expenses of the System;

(ii) to the extent not otherwise limited by any
outstanding loan resolution, indenture or other act or document and
beginning on the date set forth in Schedule X to provide debt
service on the Local Bonds by depositing in a sinking fund
one-third (1/3) of the interest payment next coming due on the
Local Bonds and one-third (1/3) of the principal payment next
coming due on the Local Bonds and, beginning three (3) months prior
to the first date of payment of principal of the Local Bonds, if
the reserve account for the Local Bonds (the "Reserve Account") was
not funded from proceeds of the Local Bonds or otherwise
concurrently with the issuance thereof in an amount equal to an
amount at least eqgual to the maximum amount of principal and
interest which will come due on the Local Bonds in the then current
or any succeeding year (the "Reserve Requirement")}, by depositing
in the Reserve Account an amount not less than one-twelfth {1/12)
of one-tenth (1/10) of the Reserve Requirement or, if the Reserve
Account has been so funded (whether by Local Bond proceeds, monthly
deposits or otherwise), any amount necessary to maintain the
Reserve Account at the Reserve Requirement;

(iii) to create a renewal and replacement, or
similar, fund in an amount equal to two and one-half percent
(2-1/2%) of the gross revenues from the System, exclusive of any
payments into the Reserve Account, for the purpose of improving or
making emergency repairs or replacements to the System or
eliminating any deficiencies in the Reserve Account; and

{iv) for other legal purposes of the System,

including payment of debt service on other obligations junior,
subordinate and inferior to the Local Bonds.
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Provided that if the Local Government has existing
outstanding indebtedness which has greater coverage or renewal and
replacement fund requirements, then the greater requirements will
prevail until said existing indebtedness is paid in full.

{b) Covenants substantially as follows:

(i) That the Local Bonds shall be secured
by the net revenues from the System;

(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
one hundred fifteen percent (115%) of the maximum amount reguired
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 is funded (whether by Local Bond proceeds, monthly
deposits or otherwise) 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 Local Government will
complete the Project and operate and maintain the System in good
condition;

(iv) That, except as otherwise reguired by
State law or the Regulations, the System may be sold, mortgaged,
leased or otherwise disposed of as a whole or substantially as a
whole provided that the net proceeds to be realized from such sale,
mortgage, lease or other deposition shall be sufficient to fully
pay all of the local bonds outstanding and further provided that
portions of the System when no longer required for the ocngoing
operation of such System as evidenced by certificates from the
Consulting Engineer, may be disposed of with such restrictions as
are normally contained in such covenants;

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

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

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

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

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

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

(x1) That the Local Government shall
annually cause the records of the System to be audited by an
independent certified public accountant or independent public
accountant and shall submit the report of said audit to the
Authority and DEP, which report shall include a statement that the
Local Government is in compliance with the terms and provisions of
the Local Act and this Loan Agreement and that the Local
Government'’'s revenues are adequate to meet its operation and
maintenance expenses and debt service requirements;

(xii) That the Local Government 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 and DEP within 30 days of adoption thereof;

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

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

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

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

{(aovii) That the Commission shall serve as
paying agent for all Local Bonds;

(oeviii) That, unless it qualifies for an
exception to the provisions of Section 148 0f the Code, which
exception shall be set forth in an opinion of bond counsel, the
Local Government will furnish to the Authority, annually, at such
time as it is required to perform its rebate calculations under the
Code, a certificate with respect to its rebate calculations and, at
any time, any additional information requested by the Authority;

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

{xx) That the Local Government 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 any water facility owned by it to any
customer of the System who is delinquent in payment of charges for
gervices provided by the System and will not restore the services
of the water facility until all delinguent charges for the services
of the System have been fully paid or, if the water facility is not
owned by the Local Government, then the Local Government shall
enter into a termination agreement with the water provider.

The Local Government 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 nationally recognized bond
counsel acceptable to the Authority in substantially the form of
legal opinion attached heretoc as Exhibit G.

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

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

4.4 The Local Bonds shall be delivered to the Authority
in fully registered form, transferable and exchangeable as provided
in the Local Act at the expense of the Local Government. Anything
to the contrary herein notwithstanding, the Local Bonds may be
issued in one or more series.
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4.5 As provided by the SRF Regulations, the Local
Government agrees to pay from time to time, if required by the
Authority and DEP, the Local Govermnment’s allocable share of the
reasonadle administrative expenses of the Authority relating to the
Program. Such administrative expenses shall be determined by the
Authority and shall include without limitation Program expenses,
legal fees paid by the Authority and fees paid to the trustee and
paying agents for any bonds or notes to be issued by the Authority
for contribution to the Fund and the fees and expenses of any
corporate trustee for the Fund.

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

ARTICLE V

Certain Covenants of the Local Government;
Imposition and Collection of User Charges;
Payments To Be Made by
Local Government to the Authority

5.1 The Local Government hereby irrevocably covenants
and agrees to comply with all of the terms, conditions and
requirements of this Loan Agreement and the Local Act. The Local
Government hereby further irrevocably covenants and agrees that, as
one of the conditions of the Authority to make the Loan, it has
fixed and collected, or will fix and collect, the rates, fees and
other charges for the use of the System, as set forth in 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 Local Government
hereby covenants and agrees that it will, to the extent or in the
manner authorized by law, immediately adjust and increase such
schedule of rates, fees and charges 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 In the event the Local Government defaults in any
payment due to the Authority pursuant to Section 4.2 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 Local Government hereby irrevocably covenants
and agrees with the Authority that, in the event of any default
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hereunder by the Local Government, the Authority may exercise any
or all of the rights and powers granted under Section 5 of the Act,
including without limitation the right to impose, enforce and
collect directly charges upon users of the System.

ARTICLE VI

Other Agreements of the
Local Government

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

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

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

6.4 The Local Government hereby covenants that it will
rebate any amounts required by Section 148 of the Internal Revenue
Code of 1386, as amended, and will take all steps necessary to make
any such rebates. 1In the event the Local Government fails to make
any such rebates as required, then the Local Government shall ray
any and all penalties, obtain a waiver from the Internal Revenue
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Service and take any other actions necessary or desirable to
preserve the exclusion from gross income for federal income tax
purposes of interest on the Local Bonds.

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

€.6 The Local Government hereby agrees to give the
Authority and DEP prior written notice of the issuance by it of any
other obligations to be used for the Project, payable from the
revenues of the System or from any grants for the Project or
otherwise related to the Project or the System.

: 6.7 The Local Government hereby agrees to file with the
Authority upon completion of acquisition and construction of the
Project a schedule in substantially the form of Amended Schedule A
to the Application, setting forth the actual costs of the Project
and sources of funds therefor.

ARTICLE VII

Miscellanecus

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

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

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

7.4 No waiver by any 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
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the same or of a different section, subsection, paragraph, clause,
phrase or other provision of this Loan Agreement.

7.5 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.

7.6 By execution and delivery of this Loan Agreement,
notwithstanding the date hereof, the Local Government specifically
recognizes that it is hereby agreeing to sell its Local Bonds to
the Authority and that such obligation may be specifically enforced
or subject to a similar eguitable remedy by the Authority.

7.7 This Loan Agreement shall terminate upon the earlier
of:

(i) written notice of termination to the Local
Government from either the Authority or DEP;

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

(iii) payment in full of the principal of and
interest on the Leoan and of any fees and charges owed by the Local
Government to the Authority or DEP; provided that the amount of the
Loan made under this Loan Agreement in any succeeding fiscal year
is contingent upon funds being appropriated by the legislature or
otherwise being available to make the Loan. In the event funds are
not appropriated or otherwise available to make all of the Loan,
the responsibility of the Authority and DEP to make all the Loan is
terminated; provided further that the obligation of the Local
Government to repay the amount of the Loan made by the Authority
and DEP as set forth in (iii) above is not terminated due to such
non-funding on any balance on the Loan. The DEP agrees to use its
best efforts to have the amount contemplated under this Lean
Agreement included in its budget. Non-appropriation or non-funding
shall not be considered an event of default under the Leoan
Agreement.

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.

’ nt)
/ _ Af/ﬁ-_‘LIAJ
J

Z4
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Attest: Date: W%, &, /1777

/(its/ Sdcretary /%/

WEST VIRGINIA DIVISION OF
ENVIRONMENTAL PROTECTION

By : %j %7:7/ M%L

ts: C}ﬁef Office O%Jﬁer Resources

Date: 5/7/?7
WEST VIRGINIZA WATER DEVELOEPMENT
AUTHORITY
(SEAL) . By:
Its: Directo
Attest: Date: April 30, 1997

2ecretary~Treasurer

APPRCOVED AS TO FORM PRICR TO

ACKNOWLEDGEM NT THIRECF, THIS
25% d%
Aticrney Cenora
DEFUTY XT1DRMEY GE RAI.
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EXHIBIT A

Certificate of Performance
for
Publicly Owned Treatment Works

I. As required by the Clean Water Act under Title VI, Section

602(b)(6),

and the Loan Agreement, the Local Government does hereby

certify that it has :

a.

Provided to the WV DEP written notification of the actual date
of initiation of operation. This date of initiation was on

the day of , 19 .

Utilized the services of ’
our prime engineer who either:

Supervised our project construction; and/or

Provided architectural and engineering services
during construction.
SN
For a period of twelve (12) months following the initiation of
operations, the prime engineer provided the following
services:

1) Directed project operation and maintenance; and

2) Trained operating personnel and prepared the required
curricula and training materials, and revised the
operation and maintenance manual(s); and

3) Advised the Local Government on the status of the project
meeting performance standards.

II. The Local Government, having access to and control of all the
necessary data, and having monitored the construction of this project,
hereby certifies that the project built under this Loan Agreement meets:

al

b.

The specifications for which the project was planned,
designed, and built.

The effluent limitations contained in its NPDES permit, if
applicable.

Local Government Name

Local Government Representative's Name and Title Date



ITEM
Gross Revenues
Collected

Operation and
Maintenance
Expense

Other Bond
Debt Payments
(including
Reserve Fund
deposits)

SRF Bond Payme

BEXHIBIT B
(Form of Monthly Financial Report]
[Name of Local Government]
[Name of Bond Issue]
Fiscal Year -

Report Month:

CURRENT YEAR TO BUDGET YEAR
MONTH DATE TO _DATE

nts

(include Reserve Fund

deposits)

Renewal and
Replacement Fu
Deposit

Funds availabl
for capital
construction

Witnesseth my signature this day of

nd

e

[Name of Local Government ]

By:

;189

DIFFERENCE

Authorized Officer
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EXHIBIT C

PAYMENT REQUISITION FORM

(TC BE PROVIDED BY DEP FOR EACH PROJECT]
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EXHIBIT D

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

construction of to the
system (herein called the "Project") of {the
"Issuer") to be constructed primarily in

County, West Virginia, which construction
and acguisition 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 - ©f the Issuer on

, 19 » effective o , 19__ , and the Loan
Agreement by and among the Issuer, the West Virginia water
Development Authority (the "Authority"), and the West Virginia
Division of Environmental Protection ("DEP") dated
1S . . e

r

1. The Bonds are being issued for the purpose of

(the "Project™).

2. The undersigned hereby certifies that (i) the Preoject
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 adegquate for the
purpose for which it was designed and has an estimated useful life
of at least twenty 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
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of Subsection 4.1(b) of the Loan Agreement, (vi) the net proceeds
of the Bonds, together with all other moneys on deposit or to be
simultanecusly 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 ézzr day of % ]
Li, /%;- Cizz;>” C;;WJ/éf

=z &
By /’Y/b/,afvvfﬁ&if;ﬂab
4 /..—_.___ h
West Vlrginla License Wo. 5?

[SEAL}

\‘.il'll.ll.'.
\\‘ *““ LO”Q ’l'

R TYTTTTI L L
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EXHIBIT E
[Special Conditions]

The recipient agrees to include, when issuing statements, press
releases, requests for proposals, bid solicitations and other
documents describing projects or programs funded in whole or in
part with Federal money, (1) the percentage of the total costs of
the program or project which will be financed with Federal money,
(2) the dollar amount of Federal funds for the project or program,
and (3) percentage and dollar amount of the total costs of the

project or program that will be financed by non-governmental
sources.

-
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EXHIBIT F

{Monthly Payment Form]

West Virginia Water Development
Authority

1201 Dunbar Avenue

Dunbar, WV 25064

Re: [Name of bond issue]
Dear Sirs:

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

L

Sinking Fund:

Interest $
Principal $
Total: $
Reserve Fund: 5
Witness my signature this day of

[Name of Local Government]

By:

Authorized Officer

Enclosure: copy of check(s)
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EXHIBIT G

[Opinion of Bond Counsel for Local Government]

[To Be Dated as of Date of Loan Closing]

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

Gentlemen:

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

We have examined a certified copy of proceedings and other
papers relating to (i) the authorization of & loan agreement dated
, . including all schedules and exhibits attached
thereto (the "Loan Agreement"), between the Local Government and
the West Virginia Water Development Authority (the "Authority") and
(ii) the issue of a series of revenue bonds of the Local
Government, 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
S » issued in the form of one bond registered as to
principal and interest to the Authority, with interest payable

1, 1, 1, and 1 of each year,
beginning 1, 13__, at the respective rate or rates and
with principal payable in installments on 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.

We have also examined the applicable provisions of

0f the Code of West Virginia, 1931, as
amended (the "Local Statute")}, and the bond duly
enacted by the Local Government on {(the "Local
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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 Local Government and is a valid and
binding special obligation of the Local Government enforceable in
accordance with the terms thereof.

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

3. The Local Government 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 Local Government 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 Local Government, 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.

€. The Local Bonds are, by statute, exempt
. and under existing statutes and court decisions of
the United States of America, as presently written and applied, the
interest on the Local Bonds is excludable from the gross income of
the recipients thereof for federal income tax purposes.

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

DESCRIPTION OF BONDS

Principal Amount of Bonds $ 2,197,304
Pu:chase Price of Bonds $2,197,304

Interest on the Bonds shall be zero percent from the date of
delivery -te--&Ré--iRcludifig-z--o--=--c--ocmmmonon oo . Principzl -=nd
tngerest on  the Bonds 1s payable quarterly, commencing
December 1, 1998, at a rate of 0 % per annum. Quarterly payments
will be made thereafter on each September 1, December 1, March 1
and June 1 as set forth on Schedule Y attached hereto and
incorporated herein by reference. As of the date of this Loan
Agreement, it is the Authority’s and DEP’'s understanding that the
Local Government has other cbligations cutstanding which have
a lien as to the scurce of and security for payment equal to or
supericr to the lien being granted by the Bonds or provide list
of outstanding debt . *

The Local Government shall submit its payments monthly to the
West Virginia Municipal Bond Commission with instructions that the
West Virginia Municipal Bond Commission will make gquar:zerly
payments to the West Virginiz Water Development Authority zt such
address as is given to the Bond Commission in writing by the
Authority. If the Reserve Fund is not fully funded at closing, the
Local Government shall commence the payment of the 1/120 of the
maximum annual debt service on the first day of the month it makes
its first meonthly payment to the Bond Commission. The Local
Government shall instruct the Bond Commission to notify the
Authority of any monthly payments which are not received by the
20th day of the month in which the payment was due.

The Bonds will be fully registered in the name of the West
Virginia Water Development Authority as to principal &ré-4nterase
and such Bonds shall grant the Authority a first lien on the net
revenues of the Local Government’s system.

The Local Government may prepay the Bonds in full at any time
at the price of par upon 30 days’ written notice to the Authority
and DEP. The Local Government shall request approval from the
Authority and DEP in writing of any proposed debt which will be
issued by the Local Government on a parity with the Bonds which
request must be filed at least €0 days prior to the intended date
of issuance.

*Water Development Authority - Sewer Revenue Bond, Series 1982A issued August 12,
1982, in the original principal amount of $2,680,000 (anticipated to be zefunded).

Sewer Revenue Bond, Series 1982B issued August 12, 1982, in the original principal
amount of $795,515 (anticipated to move o ginsz-Lien position).

Sewer Revenue Bond, Series 1994A issued June 8, 1994, in the original principal
amount of $170,532 (SRF Program) (jiwst Lien)

Sewer Revenue Bond, Series 1996A issued April 25, 1996, in the original principal
amount cf S151,800 (SRF Program) ({itst £ien)
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SCHEDULE Y

Shady Spring PSO, West Virginia

32.197.304.00 Loan

0! Interest Rate, 1Y Administrative Fee

20 Years
DEBT SERVICE SCHEDULE

Date Principal  Coupon Total P+
9/01/1998 - . .
12/01/1998 27,466.30 - 27.466.30
3/01/1999 27.466.30 . 27,466.30
6/01/1999 27.466.30 - 27.466.30
9/01/1999 27.466.30 - 27,466.30
12/01/1999 27,466.30 . 27.466.30
3/01/2000 27.466.30 . 27,456.30
6/01/2000 27.466.30 - 27.466.30
9/01/2000 27.466.30 - 27.466.30
12/01/2000 27.466.30 - 27.466.30
3/01/2001 27.466.30 . 27,466.30
6/01/2001 27.466.30 - 27.466.30
9/01/2001 27.466.30 - 27.466.30
12/01/2001 27.466.30 - 27.466.30
3/01/2002 27.466.30 . 27.466.30
§/01/2002 27.466.30 - 27,466.30
9/01/2002 27,466.30 - 27.466.30
12/01/2002 27.466.30 . 27,466.30
3/01/2003 27.466.30 - 27,466.30
6/01/2003 27.466.30 . 27,.466,30
9/01/2003 27.466.30 - 27.466.30
12/01/2003 27.466,30 - 27,466.30
3/01/2004 27.466.30 . 27.466.30
6/01/2004 27,466.30 . 27.466.30
9/01/2004 27.466.30 . 27.466.30
12/01/2004 27.466.30 - 27.466.30
3/01/2005 27.466.30 - 27,466.30
6/01/20095 27.466.30 - 27.466.30
9/01/2005 27.466.30 - 27.466.30
12/01/2005 27.466.30 - 27.466.30
3/01/2006 27.466.30 . 27.466.30
6/01/2006 27.466.30 - 27,466,30
9/01/2006 27,466.30 -7 27.,466.30
12/01/2006 27.466.30 - 27 ,466.30
3/01/2007 27.466.30 - 27.466.30
6/01/2007 27,466.30 . 27,466.30
9/01/2007 27.466.30 - 27,466.30
12/01/2007 27.466.30 - 27,466.30
3/01/2008 27.466.30 . 27.466.30
6/01/2008 27.466.30 . 27.466.30
§/01/2008 27,466.30 - 27.466.30
12/01/2008 27,466.30 - 27.466.3¢0
3/01/2009 27.466.30 - 27.466.30
6/01/2009 27.466.30 . 27.466.30
9/01/2009 27,466.30 - 27.466.30
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Shady Spring PSD, West Virginia
32.197,304.00 Loan
0 Interest Rate, 1Y Administrative Fee
20 Years
DEET SERVICE SCHEDULE

Date Principal  Coupon Total P+I
12/01/2009 27.466.30 . 27.466.30
3/01/2010 27,466.30 - 27.456.30
6/01/2010 27.466.30 - 27.466.30
9/01/2010 27.466.30 . 27.466.30
12/01/2010 27.466.30 . 27.466.30
3/01/2011 27,466.30 - 27.466.30
6/01/2011 27.466.30 . 27.466.30
9/01/2011 27.466.30 .- 27.466.30
12/01/2011 27.466.30 . 27.466.30
3/01/2012 27.,466.30 - 27.466.30
§/01/2012 27,466.30 - 27.466.30
9/01/2012 27.466.30 . 27.466.30
12/01/2012 27,466.30 - 27.466.30
3/01/2013 27.466.30 - 27.466.30
6/01/2013 27,466.30 - 27.466.30
9/01/2013 27,466.30 - 27.466.30
12/01/2013 27.466.30 . 27.466.30
3/01/2014 27.466.30 . 27,466.30
6/01/2014 27.,466.30 . 27.466.30
9/01/2014 27,466.30 - 27.466.30
12/01/2014 27.466.30 . 27.466.30
3/01/2015 27.466.30 . 27.466.30
6/01/2015 27.466.30 . 27.466.30
9/01/2015 27.466.30 . 27.4566.30
12/01/2015% 27,466.30 - 27.466.30
3/01/2016 27.466.30 - 27.466.30
6/01/2016 27.466.30 - 27.466.30
8/01/2016 27.466.30 . 27.466.30
12/01/2016 27,466.30 . 27.466.30
370172017 27,466.30 . 27.466.30
670172017 27.466.30 - 27,466.30
9/01/2017 27.,466.30 - 27.466.30
12/01/2017 27.466.30 e 27.466.30
3/01/2018 27.466.30 - 27.456.30
6/01/2018 27.466.30 - 27.4566.30
9/01/2018 27.466.30 . 27.466.30
TOTAL 2.197,304.00 - 2.,197,304.00 *

*Plus one-percent administrative fee paid quarteriy
in the amount of $2,780.97. Total administrative fee
paid over the 1ife of the loan is $222,477.60.
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WDA-5
(May 1993)

LOAN AGREEMENT

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

SHADY SPRING PUBLIC SERVICE DISTRICT
(Governmental Agency)

WHEREAS, pursuant to the provisions of Chapter 20,
Article 5C, 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 bonds of the State of West Virginia (the
"State") to finance, in whole or in part, Ly loans to governmental.
agencies, one or more water development projects, all subiject to
such provisions and limitations as are contained in the Act;

WHEREAS, the Governmental 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, 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;

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
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"), which
Application is incorporated herein by this reference; and



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 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 Governmental 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 I

Definitions

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, 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 "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
Governmental Agency required by Section 4.1 hereof, authorizing the
Local Bondg.

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, to evidence the Loan and to be
purchased by the Authority with a portion 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 gpecific 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 1"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 "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
gources whatsoever.

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

ARTICLE IT

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 acqulred or shall do all things necessary to acquire, the
proposed site of the Project and shall do, is doing or has done all
things necessary to construct the Project in accordance with the
plans, specifications and designs prepared for the Governmental
Agency by the Consulting Engineers.

2.3 All real estate and interests in real estate and all
personal property constituting the Project and the Project site
heretofore or hereafter acquired shall at all times be and remain
the property of the Govermmental 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. o

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 respect to the System pursuant to the
pertinent provisions of the Act.

2.5 The Governmental Agency shall keep complete and
accurate records of the cost of acquiring the Project site and the
costs of constructing, acquiring and installing the Project. The
Governmental Agency shall permit the Authority, acting by and
through its Director or his duly authorized agents and
representatives, to inspect all books, documents, papers and
records relatlng 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 Authorlty such documents 7

and information as it may reagsonably require in connection with the
construction, achlSltlon 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 Governmental 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 Governmental Agency shall require that each
construction contractor furnish a performance bond and a payment
bond, each in an amount at least equal to one hundred percent
(100%) of the contract price of the portion of the Project covered
by the particular contract, as security for the faithful
performance of such contract.

2.8 The Governmental Agency shall require that each of
its contractors and all subcontractors maintain, during the life of
the construction contract, workers’ compensation coverage, public
liability insurance, property damage insurance and vehicle
liability insurance in amounts and on terms satisfactory to the
Authority. Until the Project facilities are completed and accepted
by the Governmental 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 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 ingurance policy must be obtained by the N
Governmental Agency on or before the Date of Loan Closing, as

hereinafter defined, and maintained so long as any of the Local °

Bonds is outstanding. Prior to commencing operation of the
Project, the Governmental Agency must also obtain, and maintain so
long as any of the Local Bonds 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 amendments thereto, approved by all
necessary governmental bodies.



2.10 The Governmental Agency agrees that it will at all
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 Governmental Agency hereby covenants and agrees
to comply with all applicable laws, rules and regulations
igsued 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 incorporated herein by reference, and
forward a copy by the 10th of each month to the Authority.

ARTICLE III

Conditions to Loan;
Tasuance of Local Bondsg

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
herecf. 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 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
Governmental Agency must either be constructing or have constructed
its Project for a cost and as otherwise compatible with the plan of
financing described in the Application; and, in either case, the
Authority 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
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 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;

(£) The Governmental Agency shall have obtained all
requisite orders of and approvals from the Public Service
Commission of West Virginia (the "psC") necesgsary for the
construction of the Project and operation of the System with all
requisite appeal periods having expired without succesgsful 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 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;

(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
satisfactory to the Authority, to such effect; and

(i) The net proceeds of the Local Bonds, together
with all moneys on deposit or to be simultaneously deposited (or,
with respect to proceeds of grant anticipation notes or other
indebtedness for which a binding purchase contract has been
entered, to be deposited on a date certain) and irrevocably pledged
thereto and the proceeds of grants irrevocably committed therefor,
shall be sufficient to pay the costs of construction 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 regulations promulgated by the Authority
or any other appropriate State agency and any applicable rules,
regulations and procedures promulgated from time to time by the
federal government, it is hereby agreed that the Authority shall
make the Loan to the Governmental Agency and the Governmental
Agency shall accept the Loan from the Authority, and in furtherance
thereof it is agreed that the Governmental Agency shall sell to the
Authority and the Authority shall make the Loan by purchasing the
Local Bonds in the principal amount and at the price set forth in
Schedule X hereto. The Local Bonds shall have such further terms
and provisions as described in Article IV hereof. L

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
Cleosing shall in no event occur more than ninety (90) days after
the date of execution.of this Loan Agreement by the Authority.

3.5 The Governmental Agency understands and acknowl edges
that it is one of several govermmental 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 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 Governmental Agency in accordance with the Local
Statute, which shall, as enacted, contain provisions and covenants
in substantially the form as follows:

(a) That the revenues generated from the operation
of the System will be used monthly, in the order of priority
ligted, 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.

(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;

(1i) 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 regquired
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 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 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 . -

reagonably 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
igsued 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 gimilar 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 regulations of the PSC, all
delinquent rates and charges, if not paid when due, shall become
a lien on the premises served by the System;

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

(xi) That the Governmental Agency shall
annually cause the records of the System to be audited by an
independent certified public accountant or independent public
accountant and shall submit the report of said audit to the
Authority, 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 adeguate to meet its operation and ,
maintenance expenses and debt service requirements; SR

(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; e

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

{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 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; ‘

(aovii) 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;

(xxviii) 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 Commission, -
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;
and

(xx) 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 Governmental Agency hereby represents and warrants
that the Local Act has been or shall be duly adopted in compliance
with all necessary corporate and other action and in accordance
with applicable provisions of law. All legal matters incident to
the authorization, issuance, 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 BE.

4.2 The Loan sghall be secured by the pledge and
assignment by the Govermmental 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.

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 sghall 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.

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 Governmental 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 Loocal 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 Resoclution.
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 Governmental Agency.

ARTICLE V

Certain Covenants of the Governmental Agency;
Impogition 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, 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
sufficient to produce the minimum sums set forth in the Local Act
and as required by this Loan Agreement.

5.3 In 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 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 1loan
agreements, and the Governmental Agency hereby covenants and agrees
that, if the Authority should hereafter have recourse to said
rights and powers, the Governmental 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’s obligation
Lo 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 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. 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 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
prepared, in either case at the expense of the Governmental Agency.

6.7 The Govermnmental Agency hereby agrees to give the
Authority prior written notice of the isgsuance 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 Govermmental Agency hereby agrees to file with
the Authority upon completion of acquisition and construction of
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the Project a schedule in gubstantially the form of Amended
Schedule A to the Application, setting forth the actual costs of
the Project and sources of funds therefor.

ARTICLE VIT
Migscellaneous

7.1 Additional definitions, additional 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 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 invalidity.
or unenforceability -of such provision shall not affect any of the
remaining provisions of this Loan Agreement, and this " Loan
Agreement shall be construed and enforced as if such invalid og
unenforceable provision had not been contained herein. '

7.4 This Loan Agreement may be executed in one or mor
counterparts, any of which shall be regarded for all purposes as;gp
original and all of which constitute but one and the same
instrument. Each party agrees that it will execute any and all
documents or other instruments and take such other actions as may

be necessary to give effect to the terms of this Loan Agreement.

7.5 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 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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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 Authority if the Governmental Agency has
failed to deliver the Local Bonds to the Authority;

(ii) termination by the Authority pursuant to
Section 6.3 hereof; or

(1ii) 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.

_ ‘ o | Shady Spring Public Service District
NN R [Proper N overnmental Agency]

(SEAL) . By :

Tts: Chairman

June 24, 1997

Its: Secretary
T WEST VIRGINIA WATER DEVELOPMENT
R P . AUTHORITY
(SEAL) ‘: (:;;}L¢W**Sl E%D\M?TDJXZGéktxkf/
- ‘ Director
Attest: Date: June 24, 1997

Secretary-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 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 ;, 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,
gspecifications 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 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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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 signatufe on this day of ; 19___.

By:

West Virginia License No.

©ISEAL]
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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 Octcober 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 Instal lment Interest Rate

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

We have also examined the applicable provisions of
of the Code of West Virginia, 1831, 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
and binding special obligation of the Govermnmental 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.

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 Governmental 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 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 regular and proper.

Very truly yours,
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EXHIBIT C

"Monthly Financial Report

[Name of Governmental Agency]

[Name of Bond Issuel
Fiscal Year -

Report Month:

CURRENT YEAR TO BUDGET YEAR
ITEM MONTH DATE TO DATE DIFFERENCE
1. Gross Revenues
Collected
2. Operation and
Maintenance
ExXpense

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

4. Bond Payments
(include Reserve Fund
deposits)

5. Renewal and
Replacement Fund
Deposit

6. Funds available
for capital

construction
Witnesseth my signature this day of . 19_
[Name of Governmental Agency]
By:
Authorized Officer
ABBOOLTF
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WDA-5X
{May 1993}

SCHEDULE X
DESCRIPTION OF LOCAIL BONDS

Principal Amount of Local Bonds $.3.056,954.52
Purchase Price of Local Bonds $.3.056,954.52

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
£.25 % per annum. Principal of the Local Bonds is payable on
Cctober 1 in each year as set forth on Exhibit 1 attached hereto
and incorporated herein by reference.

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:

*
See below.

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:

*Water Development Authority - Sewer Revenue Bond, Series 1982B issued °
August 12, 1982, in the original principal amount of $795,515.

Sewer Revenue Bond, Series 1994A issued June 8, 1994, in the original
principal amount of $170,532 (SRF Program).

Sewer Revenue Bond, Series 1996A issued April 25, 1996, in the original
principal amount of $151,800 (SRF Program).
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West Virginia Water Development Anthority
Shady Spriag PSD
Debt Service Schedule
Closing June 24, 1997
Total Amount Borrewed: $3,056,954,52

Semi-Annual
Date 5 Interest Debxt Service Annual Debt Service
10/1/97 6.25% 5,608.54 51,479.96 57,088.50 $7,088.50
4/1/98 6.25% - 95 354,56 95,354.56
10/1/98 6.25% 21,162.83 95.354.56  116,517.39 211,871.95
41/99 6.25% - 94,693.22 94,693.22
10/1/99 6.25% 22,485.51 9469322  117,178.73 211,871.95
4/1/00 6.25% - 93,990.55 93,990,535
10/1/00 6.25% 23,890.86 93,990.55  117,831.41 211,871.96
/1/01 6.25% - 93,243.96 93,243.96
10/1/01 6.25% 25,384.03 93,243.96  118,627.99 211,871.95
4/1/02 6.25% - 92.450.71 92,450.71
10/1/02 6.25% 26,970.54 02 45071  119,421.25 211,871.56
4/1/03 6.25% . 91.607.88 91,607.88
10/1/03 6.25% 28,656.19 91,607.88  120,264.07 211.871.95
471704 6.25% - 990,712.38 90,712.38
16/1/04 6.25% 30,447.21 90.712.38  121,159.55 211,871.97
4/1/05 6.25% - 89,760.90 89,760.90
10/1/05 6.25% 32,350.16 £9,760.90  122,111.06 211,871.9%6
4/1/06 5.25% - 88.749.96 33,749.96
10/1/06 6.25% 34,372.04 §8.749.96  123,122.00 211,871.96
4/1/07 6.25% . 87.675.83 27,675.83
10/107 6.25% 36,520.29 8767583  124,196.12 211,871.95
4/1/08 6.25% - 86,534.47 86,534.57
10/1/08 6.25% 38,802 81 8653457 12533738 211,871.95
$/1/09 6.25% - #5,321.98 85,321.98
10/1/09 6.25% 41,227.99 8532198  126,54997 . 211,871.95
/1710 6.25% - £4,033.61 £4,033.61
10/1/10 6.25% 43,804.74 84,033.61  127,838.35 211,871.96
41711 6.25% . 82,664.71 82.664.71
19/1/11 6.25% 46,542.53 8266471 12920724 211,871,95%
41712 6.25% - £1,210.26 $1,210.26
10/1/12 65.25% 49,451.44 8121026  130,661.70 211,871.96
41/13 6.25% - 79.664.90 79.664.90
10/1/13 6.25% 52.542.16 79.664.90  132,207.06 211,871.96
47114 6.25% . 78,022.96 78,022.96 ’
10/1/14 6.25% -~ 5382604 78,022.96  133,349.00 211,871.96
41715 6.25% . 76.278.39 76,278.39
10/1/15 6.25% 59.315.17 7627839 135593.56 211,871.95
3/1/16 6.25% - 74,424 80 74,424 80
1/1/16 6.25% 63,022.37 74,424 .80 137.447.17 211,871.97
41117 6.25% - 72,455.35 72,453.35
10/1/17 6.25% 6656127 72,455.35  139,416.62 211.871.97



Interest Service Debt Service
4/1/18 . 70,362 81 70,362 .81
10/1/18 6.25% 71,146.34 70,362.81 141,506.15 211,871.96
4/1/19 6.25% - 68,139.48 68,139 48
10/1/19 6.25% 75,532.99 68,139 48 143,732 47 211,871.95
4/1/20 6.25% - 65,777.20 65,777.20
10/120 6.25% 80,317.55 6577720  146,094.75 211,871.95
4/1721 6.25% - 63,267.28 63,267.28
1071721 6.25% 85,337.40 63,267.28 148,604 68 211,871,986
4/4/22 6.25% - 60.600.49 60,600.49
10/1/22 6.25% 90,670,99 60,600.49 151,271.48 211,871.97
4/1/23 ! 6.25% - 57,767.02 57,767.02
10/1723 6.25% 96,337.92 57,767.02  154,104.94 211,871.96
4/1724 6.25% - 5475646 54,756.46
10/1/24 6.25% 102,359,04 5,756.46  157,115.50 211,871.96
/1258 6.25% - 51,557, 74 51,557.74
10/1/25 h 6.25% 108,756.48 51.557.74 160,314.22 21187196
/1726 6.25% - 48,159.10 48,159.10
1071726 . 6.25% 115,553.7¢ 4%,159.10 163,712 .86 211,871.96
41127 6.25% - 4H,548.04 44,548.04
11727 6.25% 122,775.87 H,548.04 167,323 9] 211,871.95
/128 6.15% - 40,711.30 40,711.30
10/1/28 6.25% 130,449.36 30,711.30 171,160.66 211,871.96
4/1/29 6.23% - 36,634.75 36,634.75
10/1729 6.25% 138,602.45 36,634.75 175,237.20 211,871.95
1730 6.25% - 32,303.43 32,303.43
10/1/30 6.25% 147,265.10 32,303.43 179,568,353 211,871.96
1731 t 6.25% - 27,701.35 27,761.39
10/1/31 6.25% 156,469.17 2770139 184,170,356 211,871,958
41732 6.25% - 22811.73 22,811.73
10/1/32 6.25% 166,248 49 22,811.73 189,060.22 211,871.95
4/1/33 6.25% - 1761647 1761647
1071733 6.25% 176,639,03 17,616.47 194,255 50 211,871.97
4/1/34 6.25% ) - 12,096.50 12,096.50
10/1/34 6.25% 127,678.96 12,09%.50 199,7754¢6 211,871.9%%
4/1/35 6.25% - 6,231.53 6,231.53
19/1/35 6.25% 199,408.90 6.231.53  -205,640.43 211.871.96
3,056,954.52 5,051,268 36 8,108,222 88 8,108,222 3%
Awerage Coupon <. 6.250000%
TIC = 6.250968%
NIC = 6.250000%
Arbitrage Yield = 6.250568%,
WAM = 26.438




WDA-5Y-PSD Sewer
(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} to pay Operating Expenses of the System;

(ii) 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;

(iii) to create a renewal and replacement, or
similar, fund in an amount equal to two and one-half percent
(2-1/2%) of the gross revenues from the System, exclusive of
any payments into the Reserve Account, for the purpose of
improving or making emergency repairs or replacements to the
System or eliminating any deficiencies in the Reserve Account;

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



WDA-5Z-PSD Sewer (EPA)
(May 1993)

SCHEDULE 2

Additional and Supplemental Definitions

1. "EPA" means the United States Environmental
Protection Agency and any successors to the functions thereof.

2. "Local Statute" means Chapter 16, Article 13a, of
the Code of West Virginia, 1931, as amended.

3. "System” means the public gservice properties for the
collection, treatment, purification or disposal of liquid or solid
wastes, sewage or industrial wastes, 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. The Governmental Agency agrees that it will at all
times provide operation and maintenance of the System to comply
with, among other State and federal standards, the water quality
standards established by the West Virginia Division of
Environmental Protection and EPA.

2. The Governmental Agency agrees that it will permit
the EPA to have access to the records of the Governmental Agency
pertaining to the operation and maintenance of the System at any
reasonable time following completion of construction of the
Project and commencement of operation thereof.

3. As a condition precedent to the Authority’s making
the Loan, the Governmental Agency shall have obtained, among other
permits required, permits from the EPA and the West Virginia
Division of Environmental Protection and approval of the "Part B"
supplement to its EPA grant agreement.

4. 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
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regulations of the PSC, discontinue and shut off the
services and facilities of the System and, in the

event the Governmental Agency owns a water facility (the
"Water System"), the Water System to all users of
services of the System delingquent in payment of charges
for the services of the System and will not restore the
services of either system until all delinquent charges
for the services of the System have been fully paid.

5. To the extent required by law, the Governmental
Agency hereby covenants and agrees to secure approval of the
Authority and all other State agencies having jurisdiction before
applying for federal financial assistance for pollution abatement
in order to maximize the amounts of such federal financial
assistance received or to be received for all water development
projects in the State.

6. 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.

7. The paying agent for the Local Bonds shall be the
West Virginia Municipal Bond Commission or any successor to the
functions thereof.

8. As a condition precedent to the Authority’s making
the Loan, the Governmental Agency shall deliver to the Authorlty
a certificate representing the following:

(a) The Governmental Agency expects to enter into
a contract within six months of the date
thereof 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;

(b) 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
igsuance of the Authority’s water development
revenue bonds;

{c) 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
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(d)

igsuance 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 in part, prior to the last maturity
date of the Local Bonds.

-34-



LOAN PROGRAM II
REQUISITION AS TO LOAN TO GOVERNMENTAL AGENCY
TO: First Century Bank, National Association, Trustee

A, Name of Governmental Agency to which payment is
to be made: Shady Spring Public Service District

B. Total Amount to be paid: $3,056,954.52

C. Certification by Water Development Authority.

I hereby certify that under the terms and provisions of the LLoan Agreement
providing for the Loan to the above-captioned Governmental Agency, dated as of June 24,
1997, said Governmental Agency has sold its Sewerage System Refunding Bonds, Series
1997D (the "Local Bonds") to the Authority in the principal amount equal to the amount of
the Loan set forth in (B) above, that such Governmental Agency is obligated to make Local
Bonds Payment and to pay Fees and Charges in accordance with Section 9.09 of the General
Resolution and that such Governmental Agency is not in default under any of the terms or
provisions of said Loan Agreement.

I further certify that the Local Bonds Payments, and other moneys available
therefor, will be sufficient to pay interest on and Principal Installments of the Local Bonds,
the proceeds of which were used to fund the Loan Obligation, as such interest and Principal
Installments come do.

The above certification complies with Subsections 6.06(2)(a)(i1) and (v) of the

L30ubtua 13 7Pz i

Authorized Representative
West Virginia Water Development
Authority

General Resolution.

DATE: June 24, 1997

99477



NMENT SEPA R

FOR VALUE RECEIVED, the West Virginia Water Development Authority
hereby sells, assigns and transfers unto One Valley Bank, N.A., Charleston, West Virginia,
the Shady Spring Public Service District Sewerage System Refunding Bonds, Series 1997D
numbered DR-1, standing in the name of the West Virginia Water Development Authority
on the books of registration of said Governmental Agency.

Dated: June 24, 1997.

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

Authorized Representative
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OMB NO. 0575-0015

UNITED STATES DEPARTMENT OF AGRICULTURE
FARMERS HOME ADMINISTRATION

Form FmHA 194246
{(Rev.9.89)

LETTER OF INTENT TO MEET CONDITIONS

March 13, 1996

Date

Rural Economic and Community Development
TO: RarmensbamexAdmiristration

United States Department of Agriculture

298 Ragland Road

Beckley, WV 25801

(County Office Address)

We have reviewed and understand the conditions set forth in your letter dated

March 13, 1996 .

It is our intent to meet all of them not later than _6 _months from above date

Shady Spring Public Service District

(Na; Association)
- 7
B\ff% / %

Robert G. Lilly ~ 7

Chairman

(Title)

[X 1 It is hereby requested that the loan committed in the above described
Letter of Conditions be closed at the interest rate in effect at the
time of loan approval or the interest rate in effect at the time of

loan closing, whichever is less.

Public reporting burden for this collection of informatian ls estimated to avernge | hour per response, including the time for reviewing in-
structions, searching existing data sources, gathering and maintaining the dato needed. and completing and reviewing tha colleetion of in-
formation. Send comments regarding this burden estimate or M,y_orher aspect of this collection of information, including suggestions for
reducing this burden, to Department of Agriculture, Clearance Officer. QIRM, Roam 404-W, Washington, D.C. 20250 and‘l‘a the Office of
Management and Budzet, Poperwork Reduction Project (OMB No. 0575.0015) Washington, D C 20503

FmHA 1942.46 (Rev. 989}



HADY SPRING PUBLIC SERVICE DISTRICT
$179,000 Sewerage System Revenue Bonds, Series 1997B
$2,197,304 Sewerage System Revenue Bonds, Series 1997C

33,056,954.52 Sewerage System Refunding Bonds, Series 1997D

CERTIFICATE OF:
1. TERMS
2. NO LITIGATION
3 GOVERNMENTAL APPROVALS AND BIDDING
4. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS;

REFUNDING
3 SIGNATURES
6. PUBLIC SERVICE COMMISSION ORDER; RATES
7. INCUMBENCY AND OFFICIAL NAME
8 LAND AND RIGHTS-OF-WAY
9. MEETINGS
10. INSURANCE
11 LOAN AGREEMENTS
12. SPECIMEN BOND
13. CONFLICTS OF INTEREST
14. NO FEDERAL GUARANTY
15, IRS INFORMATION RETURN
le. CLEAN WATER ACT
17. WETLANDS COVENANT
18. GRANTS
19. INVESTMENT OF ESCROW FUNDS AND DEFEASANCE OF 1982A BONDS
20A. DELIVERY, PAYMENT AND TERMS OF BONDS
20B. AMOUNT OF PROCEEDS (SERIES 1997C AND sERIES 199D BONDS)
20C. DEBT RESERVE ACCOUNTS
2L CUSTOMER CERTIFICATION
22, PRIVATE USE OF FACILITIES BOND PROCEEDS

We, the undersigned CHAIRMAN and the undersigned SECRETARY-
TREASURER of the Public Service Board of the Shady Spring Public Service District
(herein called the "District"), and the undersigned ATTORNEY for the District, hereby
certify in connection with the single, fully registered Shady Spring Public Service District
Sewerage System Revenue Bond, Series 1997B, numbered AR-1, dated the date hereof, in
the aggregate principal amount of $179,000 (herein called the "Series 1997B Bond"), the
single, fully registered Shady Spring Public Service District Sewerage System Revenue
Bond, Senes 1997C, numbered AR-1, dated the date hereof in the aggregate principal
amount of 52,197,304 (herein called the “Series 1997C Bond”) and the single, fully
registered Shady Spring Public Service District Sewerage System Refunding Revenue Bond,
Series 1997D, numbered D-1, dated the date hereof in the aggregate principal amount of
$3,056,954.52 (herein called the “Series 1997D Bond”), as follows:



1. TERMS: All capitalized words and terms used in this Certificate and
not otherwise defined shall have the same meaning as in the Bond Resolutions adopted by
the Public Service Board (the "Board") of the District on June 12, 1997, relating to the Series
19978 Bond, the 1997C Bond and the 1997D Bond and the Resolutions relating to the
1997D Bond passed on June 19, 1997 (collectively the "Resolutions"), the Loan Agreement
entered into between the District, the Authority and the West Virginia Division of
Environmental Protection, a division of the West Virginia Bureau of Environment (the
"DEP") for the Series 1997C Bond, , the Loan Agreements entered into between the District
and its Authority pertaining to the 1997D Bond and the Letter of Conditions dated March 13,
1996 between the District and the Rural Utilities Service (the “RUS™).

2. NO LITIGATION: No controversy or litigation of any nature is now
pending, or, to the knowledge of any of the undersigned, threatened, restraining, enjoining
or affecting the issuance and delivery of the Series 1997B Bond, the Series 1997C Bond and
the Sertes 1997D Bond; nor questioning the proceedings and authority by which the Board
of the District authorized the issuance and sale of the Series 19978 Bond, the Series 1997C
Bond and the Series 1997D Bond; nor affecting the validity of the Series 19978, the Series
19977C and the Series 1997D Bond or any provisions made or authorized for the payments
thereof; nor questioning the existence of the District or the title of the members or officers
of the District or of the Board thereof to their respective offices; nor questioning the design
of certain extensions, improvements or betterments to the existing facilities for the District,
the refunding of the Series 1982A Bonds financed by the proceeds of sale of the Series
19978 Bond and the Series 1997C Bond (herein called the "Project"), nor operation by the
District of the Project (the Project and any further improvements or extensions thereto, herein
collectively cailed the "System"), nor challenging the collection or use of the revenues of the
System.

3. GOVERNMENTAL APPROVALS AND BIDDING: All applicable
approvals and certificates required by law for the planning and design of the Project,
operation of the System, and issuance of the Series 1997B Bond, the Series 1997C Bond and
the Series 1997D Bond have been duly and timely obtained and remain in full force and
effect.

4, NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS:
REFUNDING: There has been no adverse change in the financial condition of the District
since March 6, 1997. There are outstanding obligations of the Issuer which will rank on a
parity with the Series 1997B Bond, the Series 1997C Bond, and the Series 1997D Bond, as
to liens, pledge and source of and security for payment, which obligations are designated and



have the same lien positions with respect to the Series 1997B Bond, the Series 1997C Bond
and the Series 1997D Bond as follows:

Designati ien Position

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1982B dated

August 1, 1982, issued in the original

principal amount of $795,515 (the “Series

1982B Bonds™);

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1994A dated

June 6, 1994, issued in the original principal

amount of $170,532 (the “Series 1994A Bonds™).

Water Development Authority - Sewer First Lien (Parity)
Revenue Bonds, Series 1996A dated April 25, 1996

1ssued in the original amount of $151,800

(the “Series 1996A Bonds™)

The Sertes 1982B Bonds, the Series 1994A Bonds, and the Series 1996A Bonds are
heremafter called the “Prior Bonds.” The Issuer is in compliance with all covenants
contained in the Resolutions authorizing the Prior Bonds.

The Series 1997B Bond, the Series 1997C Bond and the Series 1997D Bond shall be
issued on a parity with the Prior Bonds with respect to liens, pledge and source of and
security for payment and in all other respects the Issuer has complied with the requirements
for issuance of parity bonds. The Issuer’s Series 1982A Bonds are being simultaneously
herewith refunded and deceased with the proceeds of the Series 1997D Bonds. Other than
the Prior Bonds, there are no outstanding bonds or obligations of the Issuer which are
secured by revenues or assets of the System.

5. SIGNATURES: The undersigned Chairman and Secretary are the duly
elected or appointed, qualified and serving officers of the Board of the District as indicated
by the official titles opposite their signatures below, and were duly authorized to execute and
seal the Series 1997B Bond, the Series 1997C Bond and the Series 1997D Bond for the
District. The seal impressed upon the Series 1997B Bond, the Series 1997C Bond and the
Series 1997D Bond and this Certificate is the duly authorized, proper and only seal of the
District.



6. PUBLIC SERVICE COMMISSION ORDER; RATES: The
undersigned Attorney hereby certifies that the District has filed all information with the
Public Service Commission (the "PSC") and taken all other action required to maintain the
PSC Final Order issued in Case No. 95-0839-PSD-CN and Case No. 96-0498-PSD-PC,
approving the sale of the Series 1997B Bond, the Series 1997C Bond and the Series 1997D
Bond and approving the District's rates, in full force and effect, and has taken all other
action required by applicable law.

7. INCUMBENCY AND OFFICIAL NAME: The proper corporate title
of the District is "Shady Spring Public Service District,” and it is a public corporation
organized and existing under the laws of, and a public corporation and political subdivision
of, the State of West Virginia in Raleigh County of said State. The governing body of the
District is its Public Service Board, consisting of three (3) members, whose names and dates
of commencement and termination of terms of office during these Bond proceedings are as
follows:

Date of Date of

Commencement Termination
Name of Office of Office
Robert G. Lilly 12/31/91 12/31/97
Chairman
Ronnie Barker
Secretary/Treasurer 4/8/94 12/31/99
Joseph Scheff
Commissioner 1/5/96 12/31/2001

At the 1997 orgamizationai meeting of the Board, the following were duly
elected and qualified as officers of the Board: Robert G. Lilly, Chairman and Ronnie Barker,
Secretary-Treasurer.

John F. Parkulo, Esq., whose signature appears hereon is the duly appointed
and acting Attorney for the District.

8. LAND AND RIGHTS-OF-WAY: All land is fee simple and all rights-
of-way and easements necessary for the construction of the Project and the operation and
maintenance of the System have been acquired or can and will be acquired by purchase or,
if necessary, by condemnation by the District and are adequate for such purposes and are not
or will not be subject to any liens, encumbrances, reservations or exceptions that would
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adversely affect or interfere in any way with the use thereof for such purposes. The costs
thereof, including costs of any properties that may have to be acquired by condemmation are,
in the opinion of all the undersigned, within the ability of the District to pay for the same
without jeopardizing the security of or payments on the Bonds..

9, MEETINGS: All actions, resolutions, orders and agreements taken,
adopted and entered into by or on behalf of the District in any way connected with the
planning, design and financing of the Project were authorized or adopted at meetings of the
Board duly and regularly or specially called and held pursuant to all applicable statutes and
the rules of procedure of the Board, and a quorum of duly appointed, qualified and acting
members of the Board was present and acting at all times during all such meetings.

10, INSURANCE: The District will maintain or, as appropriate, will
require all contractors to maintain Worker's Compensation, public liability and property
damage insurance, standard hazard insurance, builder's risk insurance, flood insurance and
business interruption insurance where applicable, in accordance with the Resolutions and the
Loan Agreements, and the Rural Utilities Service Letter of Conditions.

11. LOAN AGREEMENT: As of the date hereof, (i) the representations
of the District contained in the Loan Agreements are true and correct in all material respects
as if made on the date hereof to the best knowledge and belief of the undersigned; (ii) the
Loan Agreement does 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; and (iii) to the best knowledge and belief of the
undersigned, no event affecting the District has occurred since the date of the Loan
Agreement which should be disclosed for the purpose for which it is to be used or which it
is necessary to disclose therein in order to make the statements and information therein not
misleading.

12.  SPECIMEN BONDS: Attached hereto as Exhibit A, B and C are the
specimens of the Series 1997B Bond, the Series 1997C Bond and the Series 1997D Bond
which, except as to execution and authentication, are identical in all respects this day
delivered to the Authority and being substantially in the forms prescribed in the Resolution.

13. CONFLICTS OF INTEREST: No officer or employee of the District
has a substantial financial interest, direct, indirect, by reason of ownership of stock or
otherwise, in any corporation, in any contract with the District or to any contractor supplying
the District, relating to the Series 1997B Bond, the Series 1997C Bond and the Series 1997D
Bond, 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
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limitation, an interest amounting to more than 5% of the particular business enterprise or
contract,

14.  NO FEDERAL GUARANTY: The Series 1997D Bond are not, in
whole or in part, and will not be, directly or indirectly, federally guaranteed within the
meaning of Section 149(b) of the Code.

15.  IRS INFORMATION RETURN: On the date hereof, the undersigned
Chairman did officially sign a properly completed IRS Form 8038-G for the Series 1997D
Bond and will cause such executed Form 8038-G to be filed in a timely manner with the
Internal Revenue Service Center, Philadelphia, Pennsylvania.

16. CLEAN WATER ACT: The Project as described in the Bond
Resolutions and RUS Letter of Conditions complies with Sections 208 and 303(e) of the
Clean Water Act.

. 17 WETLANDS COVENANT: The use of any proceeds of these Bonds
for a purpose that will contribute to excessive erosion of highly erodible lands or to the
conversion of wetlands to produce an agricultural commodity will constitute an Event of
Default under the Bond Resolution.

18.  GRANTS:  The District’s Appalachian Regional Commission Grant
in the amount of $715,000 and the Rural Utilities Service Grant in the amount of $910,000
are 1n full force and effect.

19.  INVESTMENT OF ESCROW FUNDS AND DEFEASANCE OF
1982A BONDS: The funds on deposit in the Escrow Fund established by the Escrow
Agreement between the District and the West Virginia Municipal Bond Commission, as
Escrow Agent, dated as of the date hereof, have been invested as provided in the Escrow
Agreement and the amount of such invested funds (together with any cash amounts therein)
is sufficient to fully pay the principal of and interest on the 1982A Bonds on their respective
redemption dates. As of the date hereof, the 1982A Bonds have been refunded, and the liens
and pledges securing such 1982A Bonds have been discharged and defeased.

20A. DELIVERY, PAYMENT AND TERMS OF BONDS: On the date
hereof, the Bond was delivered to said RUS by the undersigned Chairman. At the time of
such delivery, the Bond had been duly and fully executed and sealed on behalf of the District
in accordance with the Bond Resolution. The District received byACH transfer the first
advance under the Bond in the amount of $28.000 representing tnore than a de minimus
portion of the Bond proceeds.
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The Bonds are dated the date hereof, and interest thereon at the rate of four and
seven-eighths percent (4 7/8th%) per annum is payable from such date on the amounts
advanced under the Bonds. The Bonds shall be subject to prepayment of scheduled
installments, or any portion thereof, at the option of the District, and shall be payable as to
both principal and interest as provided in the 1997B Bonds.

20B. On the date hereof, the District received $366,059 from the Authority
and the DEP, being a portion of the principal amount of the Series 1997C Bonds,
$3,056,954.52 from the Authority being the principal amount of the Series 1997D Bonds,
and more than a de minimum amount of the proceeds of each Series of Bonds. The
remaining balance, if any, in the principal amount of each series of Bonds will be advanced
to the District from time to time as acquisition and construction of the Project progresses.

20C. On the date hereof, proceeds of the Series 1997C Bonds shall be
deposited as follows:

 a) to 1997C Debt Service Reserve Account $ 109,865
b) to 1997B Debt Service Reserve Account $ 10,380
c) to 1996A Debt Service Reserve Account $_ 9,230

$129,475

The above noted deposits along with the reserve account deposit for the 1997D Bonds and
the funds held at the Municipal Bond Commission for the Series 1994A Bonds will provide
for fully funded debt service reserve accounts.

21.  CUSTOMER CERTIFICATION: The District has received connection
agreements from at least one hundred eighty-seven (187) customers and has deposited, or
will deposit forthwith, any connection fees in the Construction Trust Fund in full compliance
with the requirements of RUS.

22, PRIVATE OF OF FACILITIES: The District shall at all times, take, and
refrain from taking, and shall not fail to take, any and all actions necessary in order to ensure
the initial and continued tax-exempt status of the 1997D 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 mterest 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 District)
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
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disproportionate related business use of the proceeds of the Bonds, and none of the payment
of principal on, or the interest on, such issue, under the terms of any underlying arrangement,
is, directly or indirectly, secured by any interest in property used, or 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 District) 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 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 or other
than use as a member of the general public. All of the foregoing shall be determined in
accordance with and within the meaning of the Internal Revenue Code of 1986, as amended,
including any successor provisions and rules and regulations thereunder (the “Code™).

WITNESS our signatures and the official corporate seal of the Shady Spring
Public Service District on this 24tk day of June, 1997.

[SEAL]

Official Title

Chairman

Attorney for District

Secretary—-Treasurer




EXHIBIT A

SPECIMEN OF SERIES B BOND

EXHIBIT B

SPECIMEN OF SERIES C BOND

EXHIBIT C
SPECIMEN OF SERIES D BOND

SEE TAB NO. 20



EXHIBIT B

Specimen of Series 1997C Bond
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EXHIBIT C

Specimen of Series 1997D Bond
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SCHEDULE A AMENDED

JAME OF GOVERNMENTAL AGENCY: SHADY SPRING PUBLIC SERVICE DISTRICT

ZSTIMATED TOTAL COST OF PROJECT, SOURCES OF FUNDS AND COST OF FINANCING

A. Cost of Project

1.  Construction g 3,072,487
2. Technical Services 3 319,135
3. Legal and Fiscel S 40,000
4.  Administrative 3 10,000
* 5. Site and Other Lands 3 10,000
6. Fac. Plan/Design or Other Loan
Repayment (Specify Type: —o-
) $
7. Interim Financing Costs $ 18,000
8. Contingency 3 436,407
9.  Total of Lines 1 Through 8 $ 3,906,029
' B. Sources of Funds
10. Federzl Grants:’ RUS $ 910,000
(Specify Sources) ARC $ 715,200
11. State Grants:’ SCBG S
(Specify Sources) SRF¥ $
12.  Other Grants:’ RUS LOAN $ 179,000
(Specify Sources) S
13.  Any Other Source?® $
(Specify) Tap Fees $ 54,000
14,  Total of Lines 10 Through 13 $ 1,858,200
15. Net Proceeds Required from Bond Issue -
(Line 9 minus Line 14) g 2,047,829
C. Cost of Financina
16. Capitalized Interest 8
(Construction period plus six rnonths)
17. Funded Reserve Account:® $  129.475
18.  Other Costs:® S 20,000
S
19.  Total Cost of Financing (lines 16 - 18) §__ 149,475
20. Size of Bond Issue (Line 15 plus Line 19) 3 2,197,304

not ailowable for State Revoiving Fund Assistance

WDAp%Z tW

49z ﬁW W
Signature of ADplICc: t Slczna‘gfe of Coweer
™~ Tiyne 24 1047 i a June 24771907
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SHADY SPRING PUBLIC SERVICE DISTRICT

$179,000
Shady Spring Public Service District Sewer Revenue Bonds
Series 1997B

$2,197,304
Shady Spring Public Service District Sewer Revenue Bonds
Series 1997C

CERTIFICATE OF CONSULTING ENGINEER

I, R. LYNN LONG, Registered Professional Engineer, West Virginia License No. 5659, of
L. A. Gates Company, Consulting Engineers, Beckley, West Virginia, hereby certify that my firm
is engineer for the construction and acquisition of the extension of Beaver Creek and interceptor
collection system which will collect waste water for 216 customers and transport the waste water
by interceptor sewer down Glade Fork and Beaver Creek to the District’s existing collection system
which said «xtension will consist of 4,923 lineal feet of 15" pipe, 4,137 lineal fect of 14" pipe, 4,923
lineal feet of 10" pipe, 35,478 lineal feet of 8" pipe, 11,690 lineal feet of 6" pipe line (the “Proiect”)
of the Shady Spring Public Service District (the “Issuer”) to be constructed primarily in Raleigh
County, West Virginia, which construction and acquisition are being primarily financed, in part, by
the above-captioned bonds (the “Bonds”} of the Issuer. Capitalized words not defined herein shall
have the meanings set forth in the Resolutions passed by the Public Service District Board of the
Issuer on June 12, 1997 and by Supplemental Resolution passed June 12, 1997, effective June 12,
1997, and a Loan Agreement between the Issuer and West Virginia Water Development Authority
(the “Authority”) and the West Virginia Division of Environmental Protection dated March 6, 1997,
and the Letter of Conditions between the Issuer and Rural Utilities Service dated March 13, 1996.

1. The Bonds are being issued for the purpose of construction and acquisition of the
extension of Beaver Creek and interceptor collection system which will collect waste water for 216
customers and transport the waste water by interceptor sewer down Glade Fork and Beaver Creek
to the District’s existing collection system which said extension will consist of 4,923 lineal feet of
15" pipe, 4,137 lineal feet of 14" pipe, 4,923 lineal feet of 10" pipe, 35,478 lineal feet of 8" pipe,
and 11,690 lineal feet of 6" pipe line of the Issuer.

2. The undersigned hereby certifies that (i) the Project will be constructed in accordance
with the approved plans, specifications and design 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 (40) years,
(i1} 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 ail 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 set by the Public Service Commission and adopted by the Public Service Board
of the Issuer are sufficient to comply with the provisions of Subsection 4.1(b) of the Loan
Agreement, (vi) the net proceeds of the Bonds, together with all other moneys on deposit or to be
simultaneously deposited and irrevocably pledged thereto and the proceeds of grants irrevocably
commuitted therefor, are sufficient to pay the costs of construction and acquisition of the Project as
set forth in the Application, and (vit) attached hereto as Exhibit “A” is the final amended “Schedule
A - Total Cost of Project and Sources of Funds™ for the Project.

3 I further state that to the best of my knowiedge all requirements of the Letters of
Conditions for the RUS Loan and the RUS Loan Agreement and all amendments thereto have been
reviewed and that the Issuer has complied with or will be in compliance with all requirements
thereof consistent with the Project’s funding schedule.

4. The undersigned hereby certifies as follows:

We serve as the consulting engineer for the Shady Spring Public Service District with respect
to the waste water treatment system (the “Prior Project”), which was financed in whole or in part
by a loan from the West Virginia Water Development Authority dated August 8, 1982, After due
review of the Prior Project, we hereby certify that the weighted average reasonably expected
remaining economic life of the Prior Project, as of the date of this certification is at least forty (40)
years.

WITNESS my signature this _Z_C’Zday of June, 1997.
L. A. GATES COMPANY

( 7 R e

West/Viﬁglma Llcense Nm
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Jeffrey S. Feamster, QPA

P.Q. Box 121

Lewisburg, West Virginia 24901
304-647-5380

Fax: 304-647-5980

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REVENUE BONDS SERIES 1997B

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REVENUE BONDS SERIES 1997C

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REVENUE BONDS SERIES 1997D

June 24, 1997

West Virginia Water Development Authornity
1201 Dunbar Avenue
Dunbar, West Virginia 25063

West Virginia Division of Environmental Protection
617 Broad Street

Charleston, West Virginia 25301

Rural Development Service
298 Ragland Road
Beckley, West Virginia 25812-0235

Hamb & Poffenbarger

Attorneys at Law

515 Bank One Center

Post Office Box 1671

Charleston. West Virgima 25326-1671

Jackson & Kelly
Post Office Box 553
Charleston. West Virginia 25322

Ladies and Gentieman:

Based upon the rates and charges set forth in the Final Order of the Public Service Commission of
West Virginia dated November 22, 1996, in Case No. 95-0839-PSD-CN and projected operation and
maintenance expenses and anticipated customer usage as furnished to us by Shady Spring Public Service
District (the “Issuer™), it is our opinion that such rates and charges will be sufficient to provide revenue which,
together with other revenues of the sewerage system (the “System™) of the Issuer, will pay all repair, operation
and maintenance expenses and leave a balance each year equal to at least 115% of the maximum amount
required in any Fiscal Year for debt service on the Issuer’s Sewage System Refunding Revenue Bonds, Series
1997D, the Issuer’s Sewage System Refunding Revenue Bonds, Series 1997B, the Issuer’s Sewage System
Refunding Revenue Bonds. Sertes 1997C (the “Bonds™), and all other obligations secured by or payable from
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the revenues of the System prior to or on a parity with the Bonds, including all Prior Bonds of the Issuer as
defined and described in the Bond Resolution of the Issuer, adopted June 12, 1997, authorizing the Bonds (the
“Bond Resolutions™). It is our opinion that the Net Revenues actually derived from the System during 12
consecutive months. within the 18 months immediately preceding the date of the actual issuance of the Bonds,
plus the estimated average increased annual Net Revenues to be received in each of the 3 succeeding years
after the issuance of the Bonds, are not less than 115% of the largest aggregate amount that will mature and
become due in any succeeding Fiscal Year for the principal of and the interest of the Prior Bonds and the
Bonds. The Issuer has met the parity tests in the Resolutions and the Prior Resolutions and the Bonds are a
parity with its Prior Bonds. There will usually be differences between the forecasted and actual results.
because events and circumstances frequently do not occur as expected, and those differences may be matenal.
We have no responsibility to update this letter for events and circumstances occurring after the date of this
letter. Capitalized terms used in and not otherwise defined herein shall have the meanings assigned to them
in the Bond Resolution.

Jeffrey S. Feamster, CPA



SHADY SPRING PUBLIC SERVICE DISTRICT

$3,056,954.52 Sewerage System Revenue Bond, Series 1997D

CERTIFICATE AS TO NON-ARBITRAGE

I, ROBERT J. LILLY, Chairman of the Public Service Board of Shady Spring
Public Service District, in Raleigh County, West Virginia (the "Issuer"), being one of the
officials of the Issuer duly charged with the responsibility for the issnance of $3,056,954.52
aggregate principal amount of Sewerage System Revenue Refunding Bonds, Sertes 1997D,
dated June 24, 1997, hereby certify to the best of my knowledge and belief as follows:

1. This certificate 1s being executed and delivered pursuant to Section 148
of the Interal Revenue Code of 1986 and applicable regulations (the "Code"). I am one of
the officers of the Issuer charged with the responsibility of issuing the Bonds. I am familiar
with the facts, circumstances and estimates herein certified and am duly aunthorized to
execute and deliver this certificate on behalf of the Issuer.

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

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

4. This certificate is based upon facts, circumstances, estimates and
expectations of the Issuer in existence on June 24, 1997, the date on which the Bonds are to
be physically delivered in exchange for a portion of the issue price thereof, 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 to make no use of the proceeds of the Bonds which would cause the
Bonds to be "arbitrage Bonds"” within the meaning of the Code.

6. The Bonds were sold on June 24, 1997, to the West Virginia Water
Development Authority (the "Authority") for an aggregate purchase price of par (100%). On
the date hereof, the Issuer received $3,056,954.52 from the Authority, being a portion of the
principal amount of the 1997D Bonds.



7. The Bonds are being delivered simultaneously with the delivery of this
certificate and are issued for the purposes of (i) refunding the District’s 1982A Bonds
ongmally issued August 1, 1982 in the original amount of $2,680,000 and (ii) paying costs
of 1ssuance and other costs in connection therewith.

8. The total cost of the Refunding is estimated at $3,483,506.80. Sources
and uses of funds for the Project are as follows:

Series 1997D Refunding

SOURCES AND USES OF FUNDS

Par Amount of Bonds.........oovvveemiieeiieeeeeeen, $3,056.954.52
Transfers from Prior Issue Debt Service Funds............ 115,692.04
Transfers from Prior Issue DSR Funds.............ooveeneen. 310,860.24
TOTAL SOURCES $3,483,506.80
Costsof Issuance.............oooviiniiiiii i, 21,000.00
Deposit to Debt Service Reserve Fund (DSRF)........... 211,871.97
Deposit to Escrow Fund................cccooovvnevivi, 3,250,634.83
TOTAL USES $3,483,506.80

Except for the proceeds of the Series 1997D Bond, and as otherwise provided in the
Resolution and the Prior Resolution, no other funds of the Issuer will be available to meet
the costs of the Refunding 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 legislative, judicial or contractual requirement that such account be reimbursed.

10.  Except for the Sinking Funds and the Reserve Accounts, there are no
other funds or accounts established or held by the Issuer which are reasonably expected to
be used to pay debt service on the Bonds, or which are pledged as collateral for the Bonds,
and for which there is a reasonable assurance that amounts therein will be available to pay
debt service on the Bonds, if the Issuer encounters financial difficulties. The Issuer does not
expect that moneys in the Renewal and Replacement Fund will be used or needed for
payments upon the Bonds. Except as provided herein, no funds which have been or will be
used to acquire directly or indirectly securities, obligations, annuity contracts or other
investment-type property producing a yield in excess of the yield on the Bonds, have been
or will be pledged to payment of the Bonds.  The amounts deposited in the Reserve
Account from time to time by the Issuer will not exceed the maximum annual principal and
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interest on the Bonds and will not exceed 10% of average annual principal and interest on
the Bonds. Amounts in the Reserve Account, not to exceed 10% of the proceeds of the
Bonds, and if invested, will be invested without yield limitation. The establishment of the
Reserve Account is required by the Authority and the West Virginia Division of
Environmental Protection, is vital to its purchase of the Bonds and is reasonably required to
assure payments of debt service on the Bonds.

11.  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.

12.  With the exception of the amounts deposited in the Sinking Funds, for
payment of interest on the Bonds and amounts deposited in the Reserve Account, if any, all
of the proceeds of the Bonds will be expended on the Refunding within 18 months from the
date of issuance thereof.

13.  Any money deposited in the Sinking Funds for payment of the principal
and interest on the Bonds (other than the Reserve Account therein) will be spent within a 18
month period beginning on the date of receipt and any moneys received from investment of
amounts held in the Sinking Funds (other than the Reserve Account therein) will be spent
within a one-year period beginning the date of receipt.

14.  All the proceeds of the Bonds which were used for the payment of costs
of the Refunding will be expended for such purposes within three years.

15.  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.

16.  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.

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

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

19. The onginal proceeds of the Bonds will not exceed the amount
necessary for the purposes of the issue.



20.  The Issuer shall use the proceeds of the Bonds solely for the Refunding.

21.  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 2 manner
which would result in the exclusion of Bonds from treatment afforded by Section 103(a) of
the Code by reason of classification of the Bonds as "private activity Bonds" within the
meaning of the Code. The Issuer will take all actions and refrain from taking such actions
as shall be necessary to comply with the Code in order to ensure the interest on the Bonds
1s excludable from gross income for Federal income tax purposes.

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

23.  The Issuer will rebate to the United States the amount, if any, required
by the Code and to 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 obtain a
waiver from the Internal Revenue Service in order to maintain the exclusion from gross
income for Federal income tax purposes of the interest on the Bonds.

24.  The Issuer has retained the right to amend or supplement its authorizing
documents if such amendment or supplement is necessary to preserve the exclusion from
gross income for Federal income tax purposes of the Bonds.

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

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

27.  The Issuer shall submit to the Authority within 30 days following the
end of the Issuer's Bonds year a certified copy of its rebate calculation or, if the Issuer
qualifies for an exception to rebate, 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 Bonds year which would make the Bonds subject to rebate.
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28.  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.

29.  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
necessary, proper or desirable to maintain the tax-exempt status of the Bonds.

30. Hamb & Poffenbarger is entitled to rely upon the representations,
expectations, covenants, certifications and statements contained herein in rendering its

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

31. To the best of my knowledge, information and belief, the foregoing
expectations are reasonable,

IN WITNESS WHEREQF, I have set my hand this day of June, 1997.

SHADY SPRING PUBLIC SERVICE DISTRICT

7 4

Thairman, Public Service ] Bo
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LAW OFFICES

HaMB & POFFENBARGER
515 BANK ONE CEMNTER
F.O BOX 1671
CHARLESTON, WEST VIRGINIA 25326167

TELEPHONE (304) 343-4128
TELECOPRPIER {304) 344-1974

June 24, 19987

Shady Spring Public Service District
Post Office Box 235
Beaver, West Virginia 25813-0235

United States of America

United States Department of
Agriculture, Rural Utilities Service
P.0O. Box 303

Parkersburg, West Virginia 26102

Re: Shady Spring Public Service District
Sewerage Revenue Bonds, Series 1%97B

Gentlemen:

We have examined a rececrd of proceedings relating to the
issuance <f the Sewerage Revenue Bonds, Series 19978 (the “Bonds”) of Shady
Spring Public Service District (the "Issuer"), dated as of the date of
delivery nereof and numbered BR-1. The Bonds shall be in the stated
principal amount of $179,000 and shall bear interest from the date of

delivery at the rate of four and seven-eighths percent (4-7/8th%) per
annum.

The Bonds are issued pursuant to Chapter 16, Article 13A of the
Code of West Virginia, 1%31, as amended (the "Act"), and have been
authorized by a Resolution duly adopted by the Public Service Board on the
12th day of June, 1997, as supplemented by a Supplemental Resoluticn
adopted on the 12th day of June, 1997 ({(collectively, the "Bond
Resolution”). The Bond Resolution and the Bonds provide that the Bonds are
issued for the purpose of permanently financing a portion of the costs of
acquisition and constructicn of extensions, additions, betterments and
improvements (the "Project™) to the existing sewerage system of the Issuer
(the "System") and the costs of issuance of the Bonds.
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Shady Spring Public Service District
United States Department of

Agriculture, Rural Utilities Service
June 24, 1997
Page 2

It is our opinion that:

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

2. The Issuer, through its Public Service Board, has legally
and effectively adopted the Bond Resolution and other resclutions in
ceonnection with the Bonds.

3. The Bonds, when issued, subject to the terms thereof, will
constitute valid and legally enforceable special obligations of the Issuer,
and payable solely from a lien on and pledge ¢f the revenues of the System,
all in accordance with the terms of the Bonds and the Bond Resolutiocn.

4. The Bonds will be on a parity as to lien on and source of
and security for payment from said revenues and as to said statutory
mortgage lien with the Issuer's Series 1982B Bonds, Series 1594A Bonds,
Series 1996k Bond, Series 159%7C Bonds and Series 1997D Bonds {(the "Prior
Bonds") . The Issuer has reserved the right to issue additional bonds
ranking on a parity with the Bonds upon certain conditions in the Bond
Resolution. The Issuer has certified, and an independent certified public
accountant has verified that the rates and charges for the use of and
service rendered by the System are sufficient to pay all COperating Expenses
(as defined in the Bond Resolution) of the System and to pay the principal
of and interest on the Bonds and the Prior Bonds, when due. The Bond
Resolution requires that such schedule of rates and charges be changed and
readjusted when necessary so that the aggregate of such rates and charges
will be sufficient for such purposes.

3. Under the Act, the Bonds and the interest thereon are
exempt frcm taxation by the State of West Virginia, and the other taxing
bodies of the State.



HAMB & POFFENBARGER
Shady Spring Public Service District
United States Department of
Agriculture, Rural Utilities Service
June 24, 1997
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6. We have examined the executed Bond numbered BR-1, and in
our opinion the form of said bond and its execution and authentication are
regular and proper.

No cpinion 1is given here as to the effect upon the
enforceability of the Bonds under any applicable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors’ rights or the
exercise of judicial discretion or principles of equity in appropriate
cases.

This opinion is qualified to the extent that a portion of the
proceeds of the Bonds will be paid to the Issuer upon the delivery therecof
and the remaining portion of the proceeds of the Bonds will be advanced to
the Issuer as requested by the Issuer and approved by the United States
Department c¢f Agriculture, Rural Utilities Service; and, accordingly, the
Bonds will evidence only the indebtedness recorded on the Record of
Advances and Payments incorporated therein and bear interest only on each
advancement from the date thereof as recorded on said Record of Advances
and Payments.

Very truly yours,

i -

HAMB & POFFENBARGER

JTP:sej
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LAW OFFICES

HAaMEB & POFFENBARGER
S5 BANK ONE CENTER
P.O BOX I&67]
CHARLESTON, WEST VIRGINIA 25326-167|

TELEPHONE {304 343-4128
TELECOPIER (304) 344-1974

June 24, 1997

Public Service Board

Shady Spring Public Service District
Post Office Box 235 :
Beaver, West Virginia 25813-0235

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

State of ¥est Virginia

Division cf Environmental Protection
Office of Water Resources

617 Broad Street

Charleston, West Virginia

Re: $2,197,304 shady Spring Public Service District
Sewerage System Revenue Bond, Series 1897C

Ladies and Gentlemen:

We are bond counsel to Shady Spring Public Service District
(the "Governmental Agency"), a duly organized and presently existing public
corporaticn under the laws of the State of West Virginia.

We have examined a certified copy of proceedings and other
papers relating te (i) the authorization of the loan agreement, dated
March 6, 1397, including all schedules and exhibits attached thereto {the
"Loan Agreement"), between the Governmental Agency, the West Virginia Water
Developmert Authority (the "Authority") and the West Virginia Bureau of
Environment (“DEP”}, and (ii) the issue of the Shady Spring Public Service
District Sewerage System Revenue Bond, Series 1997C of the Govermmental
Agency, dated June 24, 1997 (the "Bonds"), to be purchased by the Authority
in accordance with the provisions of the loan Agreement. The Series 1997C
Bond is in the principal amount of $2,197,304, issued in the form of one
bond registered to the Authority, with principal payable September 1,
December -, March 1 and June 1 of each year, beginning December 1, 1997,
at the rate of zero percent (0%) per annum and as set forth in “Schedule
Y,” attached to the Loan Agreement and incorporated in and made a part of
the Bond.

The Bonds are issued for the purposes of paying a portion of
the costs of certain additions, betterments and improvements for the
existing public sewerage facilities of the Governmental Agency {the
"Project”}, funding a reserve account and paying certain issuance and other
costs in connection therewith.
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Public Service Bocard

West Virginia Water Development Authority
State of West Virginia

June 24, 1997
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We have also examined the applicable provisions of Chapter 16,
Article 13A of the Code of West Virginia, 1931, as amended (the "Local
Statute”), under which the Bonds are issued, and the Loan Agreement that
has been undertaken. The Bonds have been authorized by a bond resolution
(the "Resolution") and a supplemental resolution ({(the "Supplemental
Resolution") duly passed by the Governmental Agency on June 12, 1997 and
June 12, 1997 (collectively the "Local Act"™), which contain previsicns and
covenants substantially in the form of those set forth in the Loan
Agreement. 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 Local Act and the Loan Agreement.

Based upen 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 Dbeen duly authorized by and
executed on behalf of the Governmental Agency and is a valid and binding

special obligation of the Govermmental Agency enforceable in accordance
with the terms thereof.

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

3. The Governmental Agency is a duly organized and presently
existing public corporation with full power and authority to construct and
acquire the Project and to operate and maintain the System referred to in
the Lecan Agreement and to issue and sell the Series 1997C Beond, all under
the Local Statute and other applicable provisions of law.

4. The Governmental Agency has legally and effectively
adopted the Local Act and all other necessary resolutions and orders in
connection with the issuance and sale of the Bonds.

5. The Series 1937C Bond is a valid and legally enforceable
special obligatiens of the Governmental Agency, payable from the net
revenues of the System referred to in the Local Act and are secured by a
first lien on and pledge of the net revenues of said System and the Series
1297C Bonds are on a parity as to security and source of payment, and are
on a parity with the Series 1982B Bonds, the Series 19%4A Bonds, the
Series 1%896A Bonds, the Series 1997B Bonds and the Series 19970 Bonds {the
"Pricr Bonds'").
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Public Service Board

West Virginia Water Development Authority
State cf West Virginia
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0. The Governmental Agency has reserved the right to issue
additional bonds ranking on a parity with the Series 1997C Bond and the
Prior Bonds, as provided in the Local Act.

7. The Bonds have been duly authorized, issued, executed and
delivered by the Issuer to the Authority and are valid, legally enforceable
and binding special c¢bligations of the Issuer, payable from the Net
Revenues of the System referred to in the Bond Resolution and the Prior
Resclutions and secured by a first lien on and pledge of the Net Revenues
of said System, on a parity with respect to liens, pledge and socurce of and
security for payment with the Issuer's Prior Bonds,the Series 1997B Bond
and the Series 1997D Bonds, all in accordance with the terms of the Bonds,
the Bond Resolutions and the Prior Resolutions. Based upon the certificate
of the certified public accountant dated June 24, 1997, the Issuer has met
the coverage requirements for issuance of parity bonds of the Prior Bonds
and the resolutions authorizing the Prior Bonds. The Issuer has
substantially complied with all other parity requirements, except to the
extent that noncompliance with any such other parity reguirements is not
a material nature.

It is to be understcod that the rights of the holders of the
Bonds and the enforceability c¢f the Bonds and the Local Act may be subiject
to bankruptcy, insolvency, reorganization, moratorium and other similar
laws affecting creditors' rights heretofore or hereafter enacted to the
extent constitutionally applicable and that such enforcement may also be
subject to the exercise of judicial discretion in appropriate cases.

We have examined the executed Series 1997C Bond numbered CR-1,

and in ocur opinion the form of said Bonds and their execution and
authentication are regular and proper.

Very truly yours,

HAMB & POFFENBARGER
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LAW OFFICES

HaMB & POFFENBARGER
S15 BANK ONE CENTER
P.O BOX IS7I
CHARLESTON, WEST VIRGINIA 25326-1671

TELEPHONE {304) 343-41i28
TELECOPIER (30C4) 344-1974

June 24, 1997

Shady Spring Public Service District
Post Office Box 235
Beaver, West Virginia 25813-0235

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

Re: Shady Spring Public Service District (West Virginia)
Sewerage System Refunding Revenue Bonds, Series 1997D

Ladies and Gentlemen:

We have examined a record of proceedings relating to the issuance by
the Shady Spring Public Service District (the “Issuer”) of its
$3,056,954.52 in aggregate principal amount Sewerage System Refunding
Revenue Bonds, Series 1937D (the “Bonds”}.

The 3onds are issued under the authority of and in full compliance
of the Constitution and statutes of the State of West Virginia, including
particularly, Chapter 16, Article 13A of the Code of West Virginia of 1931
as amended (the “Act”) and a Bond Resolution duly adopted by the Issuer on
June 12, 139397 (said Bond Resolution, so supplemented, on June 19,
1997,herein called the “Resclution), and are subject to all the terms and
conditions of the Resolution.

We have examined a certified copy of proceedings and other papers
relating to (i) the authorization of the loan agreement, dated June 24,
1997, including all schedules and exhibits attached thereto {the "Loan
Agreement"}, between the Governmental Agency, the West Virginia Water
Development Authority (the "Authority™), and (ii) the issue of the Shady
Spring Public Service District Sewerage System Refunding Revenue Bond,
Series 19%7D of the Governmental Agency, dated June 24, 1997 (the "Bonds"),
to be purcnased by the Authority in accordance with the provisions of the
Loan Agreement. The Series 18%7D Bond is in the principal amount of
$3,056,954.52, issued in the form of one bond registered to the Authority.
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Shady Spring Public Service District

West Virginia Division of Environmental
Protection

West Virginia Water Development Authority
June 24, 1857
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The Bonds are issued in fully registered form, are dated June 24,
1887, upon original issuance, mature on October 1, 2035, with principal and
interest commencing October 1, 18%7.

The Resolution provides that the issue is for the purposes of paying,
along with other funds of the Issuer, a portion of the costs necessary to
advance refund all of the Issuer’s outstanding Sewerage System Revenue
Bonds, Series 1982A dated August 1, 1982, issued in the original aggregate
principal amount of $2,680,000, of which 52,520,000 is presently
outstanding (the “Series 1982A Bonds”), tc fund a reserve account for the
Bonds and to pay costs cof issuance of the Bonds and other costs in
connection with such refunding.

The Bonds have been sold to West Virginia Water Development Authority
(the ™“Purchaser”).

As to questions of fact material to our opinion, we have relied upon
representation of the Issuer, the Escrow Agent, the Depository Bank, the
Registrar and the Paying Agent contained in the Resolution, the Loan
Agreement, the Loan Agreement and the Escrow Agreement and the Non-
Arbitrage Certificate and in the certified proceedings and other
certifications of certain officials furnished to us without undertaking to
verify the same by independent investigation.

Based on the foregoing, and assuming compliance with the covenants
of the Issuer, the Escrow Agent, the Depository Bank, the Registrar and the
Paying Agent pertaining to tax matters set forth in the Resolution, the
Escrow Agreements and Non-Arbitrage Certificate and with «certain
certificates delivered in connection with the issuance of the Bonds, we are
of the opinion, under existing law, that:

i. The Loan Agreement has been duly authorized by and
executed on behalf of the Governmental Agency and is a valid and binding
special obligation of the Governmental Agency enforceable in accordance
with the terms thereof.

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

3. The Issuer is a duly created and validly existing public
service district and public corporation under and pursuant to the laws of
the State of West Virginia, with full power and authority to adopt the
Resolution and enter into the Loan Agreement and and the Escrow Agreement,
perform its obligations under the terms and provisions thereof and to issue
and sell the Bonds, all under the provisions of the Act and other
applicable provisions of law.
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Shady Spring Public Service District

West Virginia Division of Environmental
Protection

West Virginia Water Development Authority
June 24, 1987
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4. The Issuer, through its governing bedy, has legally and
effectively adopted the Resolution, has authorized, executed and delivered
the Loan Agreement and the Escrow Agreement and has issued and delivered
the Bonds to the Purchaser. The Resolution is in full force and effect as
of the date hereof.

5. Assuming due authorization, execution and delivery by the
other parties thereto, the Loan Agreement and the Escrow Agreement
constitute a valid, legal, binding and enforceable instrument of the Issuer
in accordance with the respective terms; and the Bonds, subject to the
terms thereof, constitute valid and legally enforceable limited obligations
of the Issuer, payable and enforceable in accordance with their terms and
the terms of the Resolution, and are entitled to the benefits of the
Resolution and the Act.

6. Under the laws, regulations, rulings and Jjudicial
decisions of the United States of America existing on the date hereof, the
interest on the Bonds is excludable from gross income of the owners thereof
for federal income tax purposes and is not an item of tax preference for
purposes of the federal alternative minimum tax imposed upon individuals
and corporations. It should be noted, however, that for the purpose of
computing the alternative minimum tax on corporations {as defined for
federal income tax purposes), such interest is taken into account in
determining adjusted current earnings. Ownership of tax-exempt
obligations, including the Bonds, may result in collateral federal income
tax consequences to certain taxpayers, including without limitation,
financial institutions, property and casualty insurance companies,
individual recipients of Social Security or Railroad Retirement benefits,
and taxpayers who may be deemed to have incurred or continued indebtedness
tc purchase or carry such obligations. We offer no copinicn as to such
collateral tax consequences. Prospective purchasers of the Bonds should
consult their own tax advisors as to such consequences. The opinions set
forth above are subject to the condition that the Issuer comply, on a
continuing basis, with all requirements of the Internal Revenue Code of
1386, as amended, and regulations thereunder (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 Resolution, and the certificate relating to arbitrage.
Failure to comply with such Code provisions or such certifications,
covenants and representations could cause the interest on the Bonds to be
includable in gross income retroactive t the date of issuance of the Bonds.
We express no opinion regarding other federal tax consequences arising with
respect to the Bonds except as expressly set forth in paragraph 5.

7. Under the Act, the Bonds and the income therefrom are
eXempt Irom taxation by the State of West Virginia and the other taxing
bod:ies c¢f the State.
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8. The Series 1982A Bonds have been paid within the meaning
and with the effect expressed in the Series 1982A Bonds Resolution, and the
covenants, agreements and other obligations of the Issuer to the holders
and owners of the Series 1982A Bonds have been satisfied and discharged.
In rendering the opinion set forth in this paragraph, we have relied upon
the opinion of certain certified public accountants relating to the
sufficiency of the moneys and securities on deposit in the Escrow Fund to
provide for the payment, when due, of the principal of and interest on the
Series 198B2A Bonds to their Redemption Date, and on such date, to pay the
Redemption Price.

It is to be understocd that the rights of the heclders of the Bonds
and the enforceability of liens, pledges, rights or remedies with respect
to the Bonds, the Rescoluticn, the Escrow Agreement, the Continuing
Disclosure Agreement and the Purchase Contract are subject to any
applicable bankruptcy, reorganization, insolvency, moratorium or other
similar laws heretofore or hereafter enacted affecting creditors’ rights
or remedies generally, and that their enforcement may also be subject to
the application of public policy, general principles of eqguity and the
exercise of judicial discretion in appropriate cases.

We have examined the executed and authenticated Bond No. DR-1 of said

issue, and in our opinion, said Bond is in proper form and has been duly
executed and authenticated.

Very truly rs,
Motz

HAMB & POFFENBARGER
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HaMB & POFFENBARGER
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TELECOPIER (304 344- (974

June 24, 19297

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

West Virginia Division of
Envirconmental Protection

617 Broad Street

Charleston, West Virginia 25301

Shady Spring Public Service District
Post Office Box 235
Beaver, West Virginia 25813-0235

Re: $3,056,954.52
Shady Spring Public Service District
Sewerage System Refunding Revenue Bonds
Series 1997D

Gentlemen:

We have examined a transcript of precceedings relating to the issuance
of $3,056,954.52 aggregate principal amcunt of Sewerage System Refunding
Revenue Bonds, Series 199%7D (the “Local Bonds”), of Shady Spring Public
Service District (the “Issuer”), and a Certificate as to Arbitrage executed
by the Chairman ¢f the Issuer on this date.

Based upcn such Certificate as teo Arbitrage, we are of the opinion
that the facts, estimates and circumstances set forth in the Certificate
as to Arbitrage are sufficient te satisfy the requirements of Section 148
of the Internal Revenue Code of 19286 (the “Code”) to support the conclusion
that the Bonds are not “arbltrage bonds” as therein defined. No matters
have come t¢ our attention which make unreasonable or incorrect such
statements, expectations or representations.
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Accordingly, 1t 1is our opinion that,
regulations, rulings and court decisions,
“arbitrage bonds” as so defined.

under existing statutes,
the Local Bonds are not

We express no opinion herein as to the taxability of the interest on
these Local Bonds in the event of the failure to comply with the other
requirements and restrictions of Section 148 of the Code, and any

regulations promulgated thereunder.

Very truly yours,

3 Gt

HAMB & POFFENBARGER
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UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SHADY SPRING PUBLIC SERVICE DISTRICT
SEWERAGE SYSTEM REVENUE BONDS,
SERIES 1997B

No. BR-1 $179,000

June 24, 1997

United States of America
National Finance Office
1520 Markert Street

St. Louis. Missouri 63103

FOR VALUE RECEIVED, the Shady Spring Public Service District, a public
corporation crganized and existing under the laws of, and a political subdivision of, the State
of West Virgima, in Raleigh County (herein called the "Borrower"), promises to pay to the
order of the United States of America (herein called the "Government"), at its National
Finance Office, St. Louis, Missoun, or at such other place as the Government may hereafter
designate in writing, and in the manner provided below, the principal sum of One Hundred
Seventy-Nine Thousand Dollars ($179,000) or such lesser amount as shall then be reflected
on the Record of Advances and Payments attached hereto and incorporated herein by
reference. pius interest on the unpaid principal balance at the rate of 4 7/8% per annum.
Notwithstanding any provision of this Bond to the contrary, this Bond shall evidence only
the indebtedness reflected as outstanding on the Record of Advances and Payments attached
hereto. Interest shall accrue only on the amount of each advance from its actual date as listed
on said Record of Advances and Payments and shall cease to accrue on the amount

outstanding. or portions thereof, as the same are paid, as reflected by said Record of
Advances and Payments,

The said principal and interest shall be paid in the following installments on
the following dates: Monthly installments of interest only on the amounts advanced
hereunder. commencing the twenty-fourth day of the month following the month of delivery of this
Bond and on the twentv-fourth day of each month thereafter for the first 24 months after the
date hereot. and thereafter on the twenty-fourth day of each month in instaliments of principal and
interest in the aggregate amount of $865.00 except the final installment shall be paid at the

|



end of forty vears from the date of this Bond in the sum of the unpaid principal and interest
due on the date thereof and prepayments may be made as provided below. This
consideration shall support any agreement modifying the foregoing schedule of pavments.

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

Pre-payments of scheduled installments, or any portion thereof, may be made
at any time at the option of the Borrower.” Extra payments, as defined in the regulations of
the Government, shall, after payment of interest, be applied to the installment last to come
due under this Bond and shall not affect the obligation of Borrower to pay the remaining
installments as scheduled herem.

Any amount advanced or expended by the Government for the collection
hereof, or to preserve or to protect any security or other instrament executed in connection
with the loan evidenced hereby, at the option of the Government, shall become a part of and
bear interest at the same rate as the principal of the debt evidenced hereby and be
immediately due and payable by Borrower to the Government without demand. Borrower
agrees to use the loan evidenced hereby solely for purposes authorized by the Government.
Borrower has granted to the Government a lien on the proceeds of this Bond until such
proceeds are expended for authorized purposes.

This Bond is issued to permanently finance a portion of the costs of acquisition
and construction of certain extensions, additions and improvements to the existing sewerage
system (the "Project” and together with any further extensions, additions, betterments and
improvements thereto, herein called the "System"); to pay interest on the Bonds during
acquisition and construction and for up to six months after completion of the Project; and to
pay certain 1ssuance and related costs in connection therewith. This Bond is authorized and
issued under and in full compliance with the Constitution and statutes of the State of West
Virginia, including particularly Article 13A of Chapter 16 of the Code of West Virginia,
1931, as amended (the "Act"), and a resolution duly adopted by the Board of the Borrower
on the 12th day of June, 1997, and supplemented by a Supplemental Resolution dulv adopted
by said Board on June 12, 1997 (collectively, the "Resolution"), and is subject to all the
terms and conditions of said Resolution. The Resolution 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 Resolution.

)



THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN THE
RESOLUTION, AND THE SERIES 1997 C BONDS AND THE SERIES 1997 D BONDS
ISSUED SIMULTANEOUSLY HEREWITH.

This Bond is payable only from and secured by a pledge of a first iien on the
Net Revenues (as defined in the Resolution) to be derived from the operation of the System,
which lien is on a parity as to securty and source of payment with the lien of the Prior Bonds
and the Series 1997C Bonds and Series 1997D Bonds issued simultaneously herewith,
moneys in the Reserve Account created under the Resolution (the "Reserve Account") and
unexpended proceeds of the Bonds. Such Net Revenues shall be sufficient to pay the
principal of and interest on this Bond, the Prior Bonds and the Series 1997C Bonds and the
Series 1997D Bonds, and all bonds which may be issued for the construction, acquisition,
improvement, extension or betterment of such System as and when the same become due and
pavable, and which shall be set aside and remitted to the Government for the Bonds as
provided herein and in the Resolution and in the Prior Resolutions. This Bond does not
constitute an indebtedness of the Borrower within the mneaning of any constitutional or
statutory provisions or limitations, nor shall said Borrower be obligated to pay the same or
the interest hereon except from the Net Revenues derived from the operation of said System,
the moneys in the Reserve Account and unexpended Bond proceeds. Pursuant to the
Resolution, the Borrower has covenanted and agreed to establish and maintain just and
equitable rates or charges for the use of such System and the services rendered thereby,
which shall be sufficient to provide for the proper and reasonable expenses of operation,
repair and maintenance of said System, and to leave a balance each year equal to at least
115% of the maximum amount payable in any year for principal of and interest, if any, on
the Bonds, and ali other obligations secured by a lien on or payable from such revenues prior
to or on a parity with or subordinate to the Bonds, including, without limitation. the Prior
Bonds and the Series 1997C Bonds and Sertes 1997D Bonds, provided, however, that so
long as there exists in the Reserve Account an amount at least equal to the maximum amount
of principal and interest, if any, which will become due on the Bonds in the then current or
any succeeding year, and in the respective reserve accounts established for any other
obligations outstanding prior to or on a parity with or subordinate to the Bonds, including,
without limitation, the Prior Bonds and the Series 1997C Bonds and Series 1997D Bonds,
an amount at least equal to the requirement therefor, such percentage may be reduced to
110%. The Borrower has entered into certain further covenants with the owner of this Bond
for the terms of which reference is made to said Resolution. Remedies provided the owner
of this Bond are exclusively as provided in the Resolution. to which reference 1s here made
for a detailed description thereof.

S



This Bond is transferable, as provided in the Resolution, only upon the books
of Bank One, West Virginia, NA, Charleston, West Virginia, as registrar (the “Registrar”)
which shall be kept for that purpose at the office of the Registrar, by the owner or by its
attorney or legal representative duly authorized in writing, upon surrender of this Bond,
together with a written instrument of transfer satisfactory to the Registrar duly executed by
the owner or its attorney or legal representative duly authorized in writing.

Subject to registration requirements, this Bond under the provision of the Act
1s and has all the gualities and incidents of a negotiable instrument under the Uniform
Commercial Code of the State of West Virginia.

Borrower hereby certifies that it 1s unable to obtain sufficient credit elsewhere
to finance its actual needs at reasonable rates and terms, taking into consideration prevailing

private and cooperative rates and terms in or near its community for loans for such purposes
and pertods of time.

If at any time it so appears to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private creditor at reasonable rates and terms
for loans for such purposes and period of time, Borrower will at the Government's request
apply for and accept such loan in sufficient amount to repay the Government.

This Bond will be m default should any proceeds be used for a purpose that
will contribute to excessive erosion of highly erodible land or to the conversion of wetlands
to produce an agricultural commodity, as set forth in Exhibit M of subpart G of Part 1940
of Title 7 of the Code of Federal Regulations, as amended.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts connected with the issuance hereof, as provided bv law and the
Resolution, shall be applied solelv to the costs of acquisition and construction of the Project,
and there shall be and hereby 1s created and granted a lien upon such moneys, until so
applied, in favor of the 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 in the
issuance of this Bond have existed, 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 said Borrower, does not exceed any limit prescribed by the Constitution
or statutes of the State of West Virginia and that a sufficient amount of the revenues of the
System of the Borrower has been pledged to and will be set aside into said special fund by
the Borrower for the prompt pavment of the principal of and interest on this Bond.



All provisions of the Resolution, resolutions and statutes under which this

Bond 1s issued shall be deemed to be a part of the contract evidenced by this Bond to the
same extent as 1f written fully herein.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Rural Development Act of 1972, This Bond shall be subject to

the present regulations of the Government and to its future regulations not inconsistent with
the express provisions thereof.

IN WITNESS WHEREOF, Shady Spring Public Service District has caused
this Bond to be signed by its Chairman and its seal to be hereunto impressed and attested by
1ts Secretary, all as of the date first written above.

smywuc SERVICE DISTRICT
/ A / %//

Chau-man

[SEAL;

ATTEST:

v

, ‘ % '
(Garest L+ 4”/3/5/‘/7

S
Secretary

h



CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Shady Spring Public Service District Sewerage System
Revenue Bonds, Series 1997 B, described in the within- mentioned Resolution and has been

duly registered in the name of the United States of America as of the date set forth below.

Date :G}u_ﬂ_g_& 1997

B D% NS Vlf(‘émm MB as

registrar

By ///W)ﬂ %I_&W?

AuthonzeA Ofﬁcer




RECORD OF ADVANCES AND PAYMENTS

Advances
Date Amount Initialed By
(1) A
(2) $
(3) $
(4) s
(5) $
(6) $
(7) A
(8) $
9) $
(10) S
TOTAL: §

UNITED STATES DEPARTMENT OF
AGRICULTURE, RURAL UTILITIES
SERVICE

By:

(Title)
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RECORD OF ADVANCES AND PAYMENTS

Payments
Date Amount Initialed By

(1) S
2) $
(3) S
(4) g
(5) $
(6) $
(1) A
(8) S
(9) $
(10) S

TOTAL: §

UNITED STATES DEPARTMENT OF
AGRICULTURE, RURAL UTILITIES
SERVICE

By:

(Title)



{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 said Bond on the books kept for registration thereof with full power of
substitution in the premises.

Dated:

In the presence of:




SPECIMEN BOND - Series 1997C



UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SHADY SPRING PUBLIC SERVICE DISTRICT
SEWERAGE SYSTEM REVENUE BOND, SERIES 1997C

No. CR-1 $2,197,304

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a public corporation and political subdivision of the State of West
Virginia in Raleigh 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
Two Million One Hundred Ninety-Seven Thousand Three Hundred and Four and 00/100
Dollars ($2,197,304), or such lesser amount as shall have been advanced to the Issuer
hereunder and not previously repaid, as set forth in the "Record of Advances" attached as
Exhibit A hereto and incorporated herein by reference, in installments on the 1st day of
December, the 1st day of March, the 1st day of June and the 1st day of September in each
year beginning December 1, 1998, as set forth on the "Schedule of Annual Debt Service”
attached as Exhibit B hereto and incorporated herein by reference, with interest on each
installment at the rate of zero percent (0%) per annum as set forth on said Exhibit B. The
SRF Administrative Fee shall also be payable quarterly on the 1st day of December, the 1st
day of March, the 1st day of June and the 1st day of September of each year beginning
December 1, 1998 as set forth on Exhibit B attached hereto. The SRF Administrative Fee
shall also be paid quarterly on the 1st day of March, the 1st day of June and the 1st day of
September, of each year beginning December 1, 1998 as set forth on Exhibit B.

Principal installments of this Bond are payable in any coin or currency which,
on the respective dates of payment of principal, is legal tender for the payment of public and
private debts under the laws of the United States of America, at the office of the West
Virginia Municipal Bond Commission, Charleston, West Virginia (the "Paying Agent").

This Bond may be redeemed prior to its stated date of maturity in whole or in
part, but only with the express written consent of the Authority and the West Virginia
Division of Environmental Protection, a division of the West Virginia Bureau of
Environment (the "DEP"), and upon the terms and conditions prescribed by, and otherwise

in compliance with, the Loan Agreement dated May 6, 1997, among the Authority, the DEP
and the Issuer.



This Bond is issued in the aggregate principal amount of $2,197.304 (i) to pay
the costs of acquisition and construction of certain improvements and extensions to the
existing sewerage system of the Issuer (the "Project™), (i) to fund the reserve accounts for
the Bonds, the Series 1996A Bonds, and the Series 1997B Bonds, (iii) to pay certain costs
of issuance hereof and related costs. 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 Code of West Virginia, 1931, as amended (the
"Act"), a Resolution duly adopted by the Issuer on the 12th day of June, 1997, and a
Supplemental Resolution adopted by the Issuer on the 12th day of June, 1997 (collectively
called the "Resolution"), and is subject to all the terms and conditions thereof. The
Resolution 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 Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT’S PRIOR BONDS, AS DEFINED IN THE
RESOLUTION, AND THE SERIES 1997B BONDS AND THE SERIES 1997D BONDS
ISSUED SIMULTANEOUSLY HEREWITH.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined 1n the Resolution) 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 Prior Bonds and the Series 1997B
Bonds and Series 1997D Bonds issued simultaneously herewith, and moneys in the Reserve
Account created under the Resolution and unexpended proceeds of the Bond (the "Bond
Proceeds"). Such Net Revenues shall be sufficient to pay the principal of and interest on all
bonds which may be issued pursuant to the Act and which shall be set 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 thereon except from said
special fund provided from the Net Revenues, the moneys in the Reserve Account and
unexpended Bond Proceeds. Pursuant to the Resolution, 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 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 amount required to pay the maximum amount
due in any ensuing fiscal year of principal of and interest, if any, on ail obligations on a
parity with or prior to the Bonds including the Prior Bonds and the Series 1997B Bonds and
Sertes 1997D Bonds issued simultaneously herewith, payable from such revenues, provided
however, that so long as there exists in the Reserve Account an amount equal to the
maximum amount of principal and interest which will become due on said Bond in the then

2



current year or any succeeding year and the reserve account for any other obligations
outstanding on a parity with the Bond including the Prior Bonds and the Series 1997B Bonds
and Sertes 1997D Bonds, is funded at 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 Resolution. Remedies provided the registered owners of the Bonds are exclusively as

provided in the Resolution, 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 Resolution, only upon the books of the Bank One, National
Association, Charleston, West Virginia, as registrar (the “Registrar”) by the Registered
Owner, or by its attorney duly authorized in writing, upon the surrender of this Bond
together with a written instrument of transfer satisfactory to the Registrar duly executed by
the Registered Owner or its attorney duly 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, shall be
applied solely to the payment of the costs of the Project described in the Resolution, and
there shall be and hereby is created and granted a lien upon such moneys, until so applied,
in favor of the 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 in the
issuance of this Bond have existed, 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 revenues of the
System has been pledged to and will be set aside into said special fund by the Issuer for the
prompt pavment of the principal of and interest on this Bond.

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

)



IN WITNESS WHEREOF, SHADY SPRING 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-Treasurer, and has caused this Bond to be dated June 24,
1997.

[SEAL]

Chairman

ATTEST:

Secretary



CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 1997C Bonds described in the within-mentioned
Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

Date: , 1997,

. as Registrar

By
Its Authonzed Officer

LA



EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1)$ (7) §
2)8 (8) $
(3) S (9) $
(4) 8 (10) $
(5) % (11) §
6)$ (12) $
TOTAL $




EXHIBIT B

SCHEDULE OF ANNUAL DEBT SERVICE



Form of Assignment

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

the within Bond and does hereby imrevocably constitute and appoint

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

Dated:

In the presence of:




SPECIMEN BOND - Series 1997D



UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER REFUNDING REVENUE BOND, SERIES 1997D

No. DR-1 $3,056,954.52

KNOW ALL MEN BY THESE PRESENTS: That SHADY SPRING PUBLIC
SERVICE DISTRICT, a public corporation and political subdivision of the State of West
Virginia in Raleigh County of said State (the "Issuer"), for value received, hereby promises
to pay, solely from the special funds provided therefor, as hereinafter set forth, to the WEST
VIRGINIA WATER DEVELOPMENT AUTHORITY (the "Authority") or registered assigns
the sum of Three Million Fifty-Six Thousand Nine Hundred Fifty-Four and 52/100 Dollars
($3,056,954.52) In installments on October 1 of each year as set forth on the "Schedule of
Annual Debt Service" attached as Exhibit A hereto and incorporated herein by reference,

with interest on each installment at the rate per annum set forth on said Exhibit A.

The interest rate on each installment shall run from the original date of delivery
of this Bond to the Authority and payment therefor, and until payment of such installment,
and such interest shall be payable on April 1 and October 1 in each year, beginning
October 1, 1997. 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 First
Century Bank, Oceana, 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 mutally
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 Agreement between
the Issuer and the Authority dated June 24, 1997,



This Bond is one of a series of Bonds (the "Bonds") issued in the original
principal amount of $3,056,954.52 (i) to pay a portion of the costs of refunding the Sewer
Revenue Bonds, Series 19824, and (ii) to pay certain costs of issuance hereof and related
costs. 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 Code of West Virginia, 1931, as amended (the "Act"), and a Resolution
duly adopted by the Issuer on June 12, 1997, as supplemented by a Supplemental Resolution
duly adopted by the Issuer on June 19, 1997 (collectively, the “Resolution”) and is subject
to all the terms and conditions thereof. The Resolution provides for the issnance 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 Resolution.

THIS BOND SHARES A FIRST LIEN PARITY POSITION WITH RESPECT
TO SOURCES OF AND SECURITY FOR PAYMENT WITH THE OUTSTANDING
SHADY SPRING PUBLIC SERVICE DISTRICT'S PRIOR BONDS, AS DEFINED IN THE

RESOLUTION, AND THE SERIES 1997B BONDS AND THE SERIES 1997C BONDS
ISSUED SIMULTANEOUSLY HEREWITH.

This Bond is payable only from and secured by a pledge of the Net Revenues
(as defined in the Resolution) 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 Prior Bonds and the Series 19978
Bonds and Series 1997C Bonds issued simultaneously herewith, moneys in the Reserve
Account created under the Resolution for the Bonds (the "Series 1997D Bonds Reserve
Account") and unexpended proceeds of the Bonds (the "Bond Proceeds"). Such Net
Revenues shall be sufficient to pay the principal of and interest on all bonds which may be
issued pursuant to the Act and which shall be set aside in 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 1997D Bonds Reserve Account and
unexpended Bond Proceeds. Pursuant to the Resolution, 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 required in any year for debt service on the Series 1997D Bonds, and all
other obligations secured by a lien on or payable from such revenues prior to or on a parity
with any of the Series 1997D Bonds including the Prior Bonds, the Series 19978 Bonds and
Series 1997C Bonds, issued simultaneously herewith, provided however, that so long as the
Series 1997D Bonds Reserve Account is funded at an amount at least equal to the maximum

2



amount of principal and interest which will come due on said Bonds in the then current or
any succeeding year, and the reserve account for any other obligations outstanding prior to
or on a parity with the Series 1997D Bonds, including the Prior Bonds, the Series 1997B
Bonds and the Sertes 1997C Bonds issued simultaneously herewith, is funded at 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 Resolution. Remedies provided the
Registered Owners of the Bonds are exclusively as provided in the Resolution, 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 Resolution, only upon the books of Bank One, West Virginia,
NA, Charleston, West Virginia (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, shall be
applied solely to the costs of the Project described in the Resolution, and there shall be and

hereby is created and granted a lien upon such moneys, until so applied, in favor of the
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 in the
issuance of this Bond have existed, 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 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 Resolution, resolutions and statutes under which this
Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to the
same extent as if written fully herein.

[#%)



IN WITNESS WHEREOF, SHADY SPRING PUBLIC SERVICE DISTRICT
has caused this Bond to be signed by its Chairperson and its corporate seal to be hereunto
affixed and attested by its Secretary, and has caused this Bond to be dated June 24, 1997

SHADY SP LIC SERVICE DISTRICT
By: MM
- Chairperson < ‘/U
[SEAL]
g es %%(,
Secretary e
(Form of)

CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond 15 one of the Series 1997D Bonds described in the within-mentioned

Resolution and has been duly registered in the name of the Registered Owner set forth above,
as of the date set forth below.

DateQ,wu AM 1997
J

BANK ONE, WEST VIRGINIA, NA, as Registrar

Ny

I Authorized Officer




Form of Assignment

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

the within Bond and does hereby imevocably constitute and appoint

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

Dated:

In the presence of:

L))
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BOND REGISTER

Bank One, West Virginia, NA.
as Bond Registrar for
$2,197,304 Shady Spring Public Service District
Sewerage System Revenue Bond, Series 1997C

Bondholder Bond Number Registration Authonized Officer

West Virginia Water Development

Authonty CR-1 $2,197,304 June 24, 1997
1201 Dunbar Avenue
Dunbar, WV 25064

CHASI'S53:32064
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BOND REGISTER

Bank One, West Virginia, NA
as Bond Registrar for
$179,000 Shady Spring Public Service District
Sewerage System Revenue Bond, Series 1997B

Bondholder Bond Number ' Registration Authorized Officer

United States of America
National Finance Office
1520 Market Street

St. Louis, Missour: 63103

BR-1 $179,000 June 24, 1997

CHASFS3:32064



BOND REGISTER

Bank One, West Virginia, NA
as Bond Registrar for
$3,056,954.52 Shady Spring Public Service District
Sewerage System Revenue Bond, Series 1997D

Bondholder Bond Number | Registration Authonized Officer

West Virginia Water Development

Authority DR-1 $3,056,954.52 June 24, 1997
1201 Dunbar Avenue
Dunbar, WV 25064

CHASFS53:32064



RECEIPT FOR BOND - Series 1997B



SPRING PUBLIC SERVICE D CcT

$175,000 Sewerage System Revenue Bonds, Series 1997B

RECEIPT FOR BOND

The undersigned, Rosemary Christian of the RURAL UTILITIES
SERVICE (the "RUS"), for and on behalf of the RUS, hereby certifies
as follows:

1. On the 24th day of June, 1997, in Dunbar, West Virginia,
the Authority received the entire original issue of 5179,000 in
aggregate principal amount of Shady Spring Public Service District
Sewer System Revenue Bond, Series 1997B (the "Bond"), said Bond
being dated the 24th day of June, 1997, and issued in the form of
one bond, fully registered to the Authority, and numbered BR-1.

2. At the time of receipt of such Series 1997B Bonds, they
had been executed by Robert G. Lilly, as Chairman of the Public
Service Board of the District, by manual signature, and attested by
Ronnie Barker, as Acting Secretary/Treasurer of the Public Service
Board of the District, by manual signature, and the official seal
of said District had been impressed upon the Bond.

IN WITNESS WHEREOF, Rosemary Christian duly signed and
delivered this receipt on behalf of the RURAL UTILITIES SERVICE on
the 24th day of June, 13997.

RURAL UTILITIES SERVICE

By: ,fég mgﬁ:fné% a'gﬂégg .: ;
Rosemayy Christian



RECEIPT FOR BOND

Series 1997C AND 1997D



Y SPRING PURL SERVICE DI ICT
$2,197,304 Sewerage System Revenue Bonds,
Series 1897C

$3,056,954.52 Sewerage System Refunding Revenue Bonds,
Series 1597D

RECEIPT F BOND

The undersigned, Barbara B. Meadows, Secretary-Treasurer of
the West Virginia Water Development Authority (the "Authority"),
for and on behalf of the Authority, hereby certifies as follows:

1. On the 24th day of June, 1997, in Dunbar, West Virginia,
the Authority received the entire original issue of $2,197,304 in
aggregate principal amount of Shady Spring Public Service District
Sewer System Revenue Bond, Series 1997C (the "Bond"), said Rond
being dated the 24th day of June, 1997, and issued in the form of
one bond, fully registered to the Authority, and numbered CR-1.

2. On the 24th day of June, 1997, in Dunbar, West Virginia,
the Authority received the entire original issue of $3,056,954.52
in aggregate principal amount of Shady Spring Public Service
District Sewer System Refunding Revenue Bond, Series 19970 {the
"Bond"), sald Bond being dated the 24th day of June, 1997, and

issued in the form of one bond, fully registered to the Authority,
and numbered DR-1.

3. At the time of receipt of the Series 1997C Bonds and
Series 1997D Bond, they had been executed by Robert G. Lilly, as
Chairman of the Public Service Board of the District, by manual
signature, and attested by Ronnie Barker, as Acting
Secretary/Treasurer of the Public Service Board of the District, by
manual signature, and the official seal of said District had been
impressed upon the Bond.

IN WITNESS WHEREOF, Barbara B. Meadows duly signed and
delivered this receipt on behalf of the West Virginia Water
Development Authority on the 2th day of June, 1997.

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

By:

Secretary-lTreasurer



WV MUNICIPAL BOND COMMISSION

Suite 300 - L & S Building 1 RE RM
812 Quarrier Street, Charieston, WV 25301 Date of Report: June 24, 1997
(304) 348-3971

ISSUE: $2,197,304 ing Public Service Distri wer n jes 199
ADDRESS: P.O. Box 235, Beaver, WV 25813-0235 COUNTY: Raleigh
PURPOSE OF ISSUE: New Money __

Refunding _X__ Refunds issue(s) dated: August 12, 1982

1SSUE DATE: __ June 24, 1997 CLOSING DATE: __June 24, 1997
ISSUE AMOUNT: $3,056,854.52 RATE: 6.25%

1st DEBT SERVICE DUE: Qctober 1, 1997  1st PRINCIPAL DUE: October 1, 1997
1st DEBT SERVICE AMOUNT: 8 57,088.50  PAYING AGENT: WV Municipal Bond
Commission

M

ISSUERS UNDERWRITERS
BOND COUNSEL: Hamb & Poffenbarger BOND COUNSEL.:
Contact Person: John Poffenbarger, Esquire Contact Person:
Phone: {(304)343-4128 Phone:
(DEP)
CLOSING BANK: First State Bank & Trust ESCROW AGENT : WV Municipal Bond
Beckley Commission
Contact Person: Contact Person :

Phone: (304)255-1551 Phone:
KNOWLEDGEABLE ISSUER CONTACT: OTHER: Bank One, WV, NA
Contact Person: Jerry Smith Contact Person: Teresa Davis

Position: Dijrector Function: Registrar

Phone: (304)255-1565 Phone: (304) 348-4411

DEPOSITS TO MBC AT CLOSE: Accrued Interest: 3

Capitalized Interest: 3

By X __ Wire Reserve Account: $

_ Check X Other: Purchase SLGs $3.035,954.52

REFUNDS & TRANSFERS BY MBC AT CLOSE:

By X _ Wire To Escrow Trustee: §

Check To Issuer: 3

IGT To Cons.Invest.Fund $

X To Other:Purchase SLGs _ $3.250,634.00

NOTES: Transfer from Series 1982A Reserve $211,871.97 to fully fund Series 1997D Reserve
Account: Transfer remaining $98.987.44 from 1982A Reserve and the 31 15,692.04 from Series
1982 A Revenue Fund together with $3,035,954.52 wire to Bank to send a FedWire Funds
Transfer to purchase SLGs; transfer remaining 83¢ to Escrow Agcount

FOR MUNICIPAL BOND COMMISSION USE ONLY:
Documents Required:
Transfers Required:

60560



a2 Smith, Cocnran & Hicks, 2.L.L.C.
Certified Public Accountants Beckley Bridgepont Charleston  Montgomery  Oak Hill
§ 205 Capito: Streer ® Suite S05 @ Charlesion, West Virginia 25301 @ 304-345-1151 @ Fax 304-346-6731

Shady Springs Public Service District
Shady Springs, West Virginia

Ferris, Baker Watts, Incorporated
Charleston, West Virginia

Hamb & Poffenbarger
Charleston, West Virginia

West Virginia Water Development Authority
Dunbar, West Virginia

Jackson & Kelly
Charleston, West Virginia

West Virginia Municipal Bond Commission
Charleston. West Virginia

$3,056,954.52
SHADY SPRINGS PUBLIC SERVICE DISTRICT, WEST VIRGINIA
REFUNDING REVENUE BONDS
SERIES 1997

We have examined certain schedules relating to the issuance of the above captioned
bonds (the “Bonds”) prepared on behaif of the Shady Springs Public Service District (the
“District”) by Ferris, Baker Watts, Incorporated, (the “Underwriters”) and provided to
us bv that firm. The bonds to be defeased with the proceeds of the Bonds consist of the
$2,680,000 Shady Springs Public Service District (West Virginia) Revenue Bonds, Series
1982 A, of which $2,520,000 principal amount is currently outstanding (the “Prior
Bonds™).



The schedules provided to us quantitatively represent the assertions: 1) that the
anticipated receipts from $3,250,634 United State Treasury Obligations (the
“Government Obligations”), together with an initial cash deposit of $.83 (the “Cash
Deposit”), will be sufficient to pay the principal scheduled to mature and interest
accrued on the Prior Bonds beginning October 1, 1997, and on each April | and October
1, to and including October 1, 2001, and on that date pay the remaining principal of the
Prior Bonds and a redemption premium of $322,600; and, 2) other assertions and
computations related to the issuance of the Bonds. Certain schedules supporting these
assertions, as provided to us, are included as Appendix A to this report.

Our examination was made in accordance with standards for an examination of
prospective financial information established by the American Institute of Certified
Public Accountants and, accordingly, included such procedures as we considered
necessarv to evaluate both the assumptions used by the Underwriters and the
preparation and presentation of the prospective information.

The scope of our engagement consisted of and was limited to the verification of the
mathematical accuracy of the computations, contained in such schedules, to determine:
1) that the anticipated receipts from the Government Obligations, together with the
Cash Deposit, will be sufficient to pay the principal scheduled to mature and interest
accrued on the Prior Bonds beginning October 1, 1997, and on each April | and October
I, to and including October I, 2001, and on that date pay the remaining principal of the
Prior Bonds and a redemption premium of $322,600; and, 2) the computations of vield,
contained in such schedules, on the Bonds and the Government Obligations, which are
considered bv Counsel in their determination that the Bonds are not arbitrage bonds
within the meaning of Section 148 of the Internal Revenue Code of 1986, as amended.

The term “vield”, as used herein, means the vield which, when used in computing the
present worth of all payments of principal and interest on an obligation, produces an
amount equal to the purchase price. The issue price of the Bonds and the purchase price
of the Government Obligations, as provided to us by the Underwriters, are
$3,056,954.52 and $3,250,634.00, respectively. The vields were computed using

semiannual compounding periods based upon the 30 davs per month/360 days per vear
convention.

We were provided with the schedules of assertions referred to above, debt service
schedules for the Bonds and the Prior Bonds, and a description of the Government
Obligations purchased with the proceeds of the Bonds.

In the course of our examination of the schedules provided to us by the Underwriters,
we prepared similar schedules (Schedules 1 through 3) based upon the information
provided to us. In the schedules provided to us and in the scheduies we prepared, the




closing date for the Bonds and the purchase date for the Government Obligations is
assumed to be June 24, 1997.

In our opinion, the computations contained in the schedules provided to us are
mathematically correct. The schedules provided to us and those prepared by us as a pant
of our engagement to verify the mathematical accuracy of the computations contained
in such schedules reflect that:

1. The anticipated receipts from the Government Obligations, together with the
Cash Deposit, will be sufficient to pay the principal scheduled to mature and
interest accrued on the Prior Bonds beginning October 1, 1997, and on each April
I and October 1, to and including October 1, 2001, and on that date pay the
remaining principal of the Prior Bonds and a redemption premium of $322,600,
assuming that all receipts from the Govemment Obligations and the Cash Deposit
are used as described herein.

2. 'The yield of 6.1996987% on the Government Obligations is less than the yield
of 6.2509683% on the Bonds.

The scope of our engagement was limited to verifying the mathematical accuracy of the
computations contained in the schedules provided to us, to the extent described herein.
The terms of our engagement are such that we have no obligation to update this report

because of events occurring, or data or information coming to our attention subsequent
to the date of this report.

This report is not to be referred to or quoted without our prior written consent, except
that reference thereto may be made in the Official Statement, Bond Purchase Agreement

and in the closing documents and opinions of Counsel relating to the Bonds and the
Prior Bonds.

(‘oem 'Jiuﬁg?-t- LL.

Charleston, West Virginia
june 24, 1997




Schedule 1 - Refunding Debt Service and Proof of Yield
Schedule 2 - Refunded Debt Service and Redemption Requirements
Schedule 3 - Verification of Escrow Sufficiency and Yield

SCH:



6/24/97
10/1/97
4/1/98
10/1/98
4/1/99
10/1/99
4/1/00
10/1/00
4/1/01
10/1/01
4/1/02
10/1/02
4/1/03
10/1/03
4/1/04
10/1/04
4/1/05
10/1/05
4/1/06
10/1/06
4/1/07
10/1/07
4/1/08
10/1/08
4/1/09
10/1/09
4/1/10
10/1/10
4/1/11
10/1/11
4/1/12
/1712
4/1/13
10/1/13
4/1/14
10/1/14
4/1/15
10/1/15
41/16
10/1/16
4/1/17
1W0/1/17
4/1/18
10/1/18

$3,056,954.52
Shady Springs Public Service District, West Virginia

Refunding Bonds, Series 1997

Refunding Debt Service and Proof of Yield

principal

5,608.54
21,162.83
22,485.51
23,890.85
25,384.03
26,970.54
28,656.19
30,447.21
32,350.16
34,372.04
36,520.29
38,802.81
41,227.99
43,804.74
46,542.53
49,451.44
52,542.16
55,8206.04
59315.17
63.022.37
66.961.26

71,146.34

interest

51,479.96
95,354.56
95,354.56
94,693.22
94,693.22
93,990.55
93,990.55
93,243.96
93.243.96
92,450.71
92,450.71
91,607.88
91,607.88
90,712.38
90,712.38
89.760.90
89,760.90
§8,749.96
88,749.96
87,675.83
87,675.83
86,534.57
§6,534.57
§5.321.99
8532199
54,033.61
§4,033.61
82,664.71
82,664.71
8121026
5121026
79,664.90
79,664.90
78,022.96
78,022.96
76,278.39
76,278.39
74,424 .80
74,424 80
7245535
72,455.35
70.362.81
70,362.81

total debt service

57,088.50
95,354.56
116,517.39
94,693.22
117,178.73
93,990.55
117,881.40
93,243.96
118,627.99
92,450.71
119,421.25
91,607.88
120,264.07
90,712.38
121,159.59
89,760.90
122,111.06
88,749.96
123,122.00
87,675.83
124,196.12
86,534.57
125,337 .38
85.,321.99
126,549.98
84,033.61
127,838.35
82,664.71
129,207 .24
81,210.26
130,661.70
79,664.90
132,207.06
78,022.96
133,849.00
76,278.39
135,593.56
74,424 80
137,447 .17
72,455.35
139.416.61
70,362.81
141,509.15

pv factor @
6.2509683%

0.983551740
0953742664
0.924837029
0.896807455
0.869627389
0.843271085
0.817713577
0.792930655
0.768898844
0.745595378
0.722998185
0.701085858
0.679837640
0.659233405
0.639253634
0.61987940]
0.601092355
0.582874699
0.565209176
1.548079052
0.531468101
0.515360588
0.499741254
0.484595305
0.469908392
0.455666605
0.441856452
0.428464851
0.415479117
0.402886949
0.390676420
0.378835962
0.367354360
0.356220737
0.345424548
(0.334955565
0.324803871
3.314959851
0.305414179
0.296157814
0.287181986
0.278478195
0.270038194

Schedule }

discounted
debt service

56,149.50
90,943.71
107,759.60
84,921.59
101,901.84
79,259.51
96,393.22
73,936.00
91,212.93
68,930.82
§6,341.35
64,224.99
81,760.04
59,800.63
77,451.71
55,640.93
73,400.03
51,730.11
69,589.68
48,053.29
66,006.28
44,596.51
62,636.26
41,346.63
59,466.90
38,291.31
56,486.20
35,418.92
53,682.91
32,718.55
51,046.44
30,179.93
48,566.84
27,793.40
46,234.73
25,549 .87
44,041.31
23,440.82
41,9783
21,458.22
40,037.94
19,594.51
38,212.87




4/1/19
10/1/19
4/1/20
10/1/20
4/1/21
10/1/21
4/1/22
10/1/22
4/1/23
10/1/23
4/1/24
10/1/24
4/1/25
10/1/25
4/1/26
10/1/26
4/1/27
10/1/27
4/1/28
10/1/28
4/1/29
10/1/29
4/1/30
10/1/30
4/1/31
10/1/31
4/1/32
10/1/32
4/1/33
10/1/33
4/1/34
10/1/34
4/1/35
10/1/35

$3,056,954.52
Shady Springs Public Service District, West Virginia

Refunding Bonds, Series 1997

Refunding Debt Service and Proof of Yield

principal

75,592.99

80,317.55

85,337.40

90,670.99

96,337.92
102,359.04
108,756.48
115,553.76
122,775.87
130,449.30
138,602.45
147,265.10
i56,409.17
166,248.50
176,639.03
187,678.97

199,408.90

$ 3.056,954.52

interest

08,139.48
68,139 48
65,777.20
65,777.20
63,267.28
63,267 .28
60,600.49
60,600.49
57,767.02
57,767.02
54,756.46
54,756.46
51,557.74
51,557.74
48,159.10
48,159.10
44,548.04
44,548.04
40,711.30
40,711.30
36,634.75
36,634.75
32,303.43
32,303.43
27,701.39
27,701.39
22,811.73
22,811.73
17,616.47
17,616.47
12,096.50
12,096.50

6,231.53

6,231.53

5,051,268.35

total debt service

68,139.48
143,732.47
65,777.20
146,094.75
63,267.28
148,604.68
60,600.49
151,271.48
57,767.02
154,104.94
54,756.46
157,115.50
51,557.74
160,314.22
48,159.10
163,712.86
44,548.04
167,323.91
40,711.30
171,160.66
36,634.75
175,237.20
32,303.43
179,568.53
27,701.39
184,170.56
22,811.73
189,000.23
17,616.47
194,255.50
12,096.50
199,775.47
6,231.53
205,640.43

$8,108,222.87

pv factor (@
6.2509683%
0.261853989
0.253917828
0.246222192
0.238759793
0.231523560
0.224506641
0.217702387
0.211104354
0.204706292
0.198502139
0.192486019
0.186652233
0.180995255
0.175509726
0.170190451
0.165032390
0.160030657
0.155180514
0.150477368
0.145916763
0.141494379
0.137206026
0.133047643
(0.129015291
0.125105149
0.121313514
0.117636795
0.114071508
0.110614276
0.107261825
(0.104010979
0.100858657
0.097801875
0.094837737

Schedule 1

discounted
debt service

17,842.60
36,496.24
16,195.81
34,881.55
14,647.87
33,362.74
13,192.87
31,934.07
11,825.27
30,590.16
10,539.85
29,325.96
9,331.71
28,136.70
8,196.22
27,017.92
7,129.05
25,965.41
6,126.13
24,975.21
5,183.61
24,043.60
4,297 .89
23,167.09
3,465.59
22,342.38
2,683.50
21,566.39
1,948.63
20,836.20
1,258.17
20,149.09
609.46
19,502.47

$ 3,056,954.52




6/24/97
10/1/97
4/1/98
10/1/98
4/1/99
10/1/99
4/1/00
10/1/00
4/1/01
10/1/01
4/1/02
10/1/02
4/1/03
10/1/03
/1/04
10/1/04
4/1/05
10/1/05
4/1/06
10/1/06
41/07
10/1/07
4/1/08
10/1/08
4/1/09
10/1/09
4/1/10
10/1/10
4/1/11
10/}/11
/112
10/1/12
Y13
10/1/13
4/1/14
10/1/14
1/15
10/1/15
441/16
10/1/16
/17
/17
1/18
[0/1/18
4/1/19
i0/1/19

pringipal
25,000
30,000
30,000
35,000
40,000
45,000
50,000
55,000
60,000
70,000
80,000
85,000
95,000
110,000
120,000
135,000
155,000
170,000
185.000
205.000
225.000
245.000
270,000

52,520,000

$2,680,000
Shady Springs Public Service District, West Virginia
Water Revenue Bonds, Series 1982A

Refunded Debt Service and Redemption Requirements

interest

136.650.00
135,150.00
135,150.00
133,350.00
133,350.00
131,550.00
131,550.00
129,450.00
129,450.00
127,050.00
127,050.00
124,350.00
124,350.00
121,350.00
121,350.00
118,050.00
118,050.00
114,450.00
114,450.00
110.250.00
110,250.00
105,450.00
105,450.00
100,350.00
100,350.00
94,650.00
94,650.00
£8,050.00
88,050.00
80.850.00
80,850.00
72,750.00
72,750.00
65,000.00
65,000.00
36,500.00
56.500.00
47,250.00
47,250.00
37.000.00
37,000.00
25,750.00
25,750.00
13.500.00
[3,500.00

54,200,850.00

total debt

serviee

161,650.00
135,150.00
165,150.00
133,350.00
163,350.00
131,550.00
166,550.00
129,450.00
169,450.00
127,050.00
172,050.00
124,350.00
174,350.00
121,350.00
176,350.00
118,050.00
178,050.00
114.450.00
184,450.00
110,250.00
190,250.00
[05,450.00
[90,450.00
100,350.00
195,350.00

94,650.00
204,650.00

88,050.00
208.050.00

80,850.00
215,850.00

72.750.00
227.750.00

65,000.00
235,000.00

56.500.00
241,500.00

47,250.00
252,250.00

37.000.00
262,000.00

25.750.00
270.750.00

13.500.00
283.500.00

$6,720,850.00

principal
25,000

30,000

30,000

35,000

2,400,000

5 2,520,000

premiwm

322,600

5 322,600.00

interest

136.650.00
135,150.00
135,150.00
133,350.00
133,350.00
131,550.00
131,550.00
129,450.00
129,450.00

S 1,195.650.00

Schedule 2

total debt

fervice

161,650.00
135,150.00
165,150.00
133,350.00
163,350.00
131,550.00
166,550.00
129,450.00
2,852,050.00

$4,038.250.00




6/24/97
10/1/97
4/1/98
10/1/98
4/1/99
10/1/99
4/1/00
10/1/00
4/1/01
10/1/01)

ype

TSLGS
TSLGS
TSLGS
TSLGS
TSLGS
TSLGS
TSLGS
TSLGS
TSLGS

$3,056,954.52
Shady Springs Public Service District, West Virginia

Refunding Bonds, Series 1997

par

108,226
37,502
69,082
39,258
70,420
40,743
76,988
42,255

2,766,160
$ 3,250,634

6/24/97
10/1/97
4/1/98
10/1/98
4/1/99
10/1/99
4/1/00
L0/1/00
4/1/01
10/1/01

COupon

4.950%
5.470%
5.720%
5.920%
6.030%
6.110%
6.150%
6.180%
6.210%

escrow

cash flow

161,650.24
135,149.24
165,149.97
133,350.23
163,350.19
131.550.03
166,550.33
129,449.95
2,852,049.27

$4,038,249.44

Verification of Escrow Sufficiency and Yield

escrow cash flow

161,650.24
135,149.24
165,149.97
133,350.23
163,350.19
131,550.03
166,550.33
129,449 95
2,852,049.27

pv factor @

6.1996987%

0.983683518
0.954107619
0.925420963
0.897596814
0.870609240
0.844433086
0.819043957
0.794418190
0.770532833

requirements

(161.650.00)
(135.150.00)
(165.150.00)
(133,350.00)
(163,350.00)
(131,550.00)
(166,550.00)
(129,450.00)

)

)

{2,852,050.00
$4,038,249.44 % (4,038,250.00

discounted
cash flow

159.012.68
128,946.92
152,833.25
119.694.74
142.214.18
111,085.20
136412.04
102.837.39
2,197.597 .60

$ 3.250.634.00

Schedule 3

cumulative
balance
0.83
1.07
0.31
0.28
051
0.70
0.73
1.06
1.00
0.27

SCH
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Shady Spring Public Service District. WY
Refundind Bonds, Series 1597
(Rafunding of Series 193ZA Bonds)
¥0A Refunding - (Transfer of all old proceeds)
REFUNDING SUMHARY

Dated 06/24/1997 Belivered 06/24/1997

SOURCES AND USES OF FUKGS

Far Amount of BOnds....ooriniviiiiinnans reeeaeas $3,066,954.52
Transfers from Prior Issus Debt Service Funds. ..., 115.662.04
Transfers frod Prior Issue DSR Funds........ erran- 310,860.24
TOTAL SQURCES $3,483,506 .80
Costs of Issuancs. ... ... i it e, 21,000.00
Deposit to Oebt Service Reserve Fund (DSRFY....... 211,871.97
~ Deposit to Escraw Fund................ U 3,250.634.83
TOTAL USES $3,483,506.80

FLOM OF FUNDS DETAIL

KET CASH ESCROM FUND SOLUTION HETHOD Net Funded
Total Cost of Investments...........cccoiiiiiiinns $3,250,634.83
Interest Earnings @ 6.200%....... ... .. voinan. 787,615.17
TQTAL DRAWS $4,038,250.00
DEBT SERVICE RESERVE FUND SQLUTION METHOD Gross Funded
Total Cost of Investments. ... . ooiiineinnevncnen $211.871.97
Interest Earpings @ B.500Y. ... . iiiiieiann, 445,932.66
Transfers te Debt Service Furd. ... ......... ... ... {445,932 .66)
TOTAL DRANS $211,871.97

PRESENT VALUE ANALYSIS SUMMARY (KET TO KET)

Net PY Cashflow Savings @ 6.308% (AIC)......... 482,386.19
Transfars from Prior Issue Oebt Service Fund...... (115,692.04)
NET PRESENT YALUE BENEFIT $366,694,11
NET FY BENEFIT / %2,520,000 REFUNDED PRINCIPAL... 14,551
WET PY BENEFIT / 3,056,955 REFUNDING PRINCIPAL.. 11.5%5%

BOND STATISTICS

Average Life. ... ..o e 26,438 Year:
Avarage Coupon. ... ... oo ivveernaiiiaa v, 6.2500000%

Ferris, Baker Watts, Ino.LE = SHADYSPG-6/5/87 Runm ait. SINGLE PURPOSE
Publie Finance Department 6/16/1997 11:41 AM
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Shady Spring Pubiic Service District, WV
Refundind Bongs, Series 1997
(Refunding of Saries 1982A Bonds)

WDA Refunding .- (Transfer of aii ald proceeds)
REFUNDING SUMHARY

Dated 06/24/1997 Delivered 06/24/1997
Net Irterest Cost (NIC).............. v . §,2600000%
Eond Yield for Arbitrage Purposes............... . 6.2509652Y
True Interest Cost (TIC) . oo iineanns 6.2509682%
A1Y Inmclugive Cost (AIC) ... vvrivernnnenannns Ceies 6.30787861

Ferris, Bakar Watts, Inc.LE = SHADYSPG:6/5/97 Run a11. SINGLE PURPQSE
Public Finance Department 6/16/1997 11:41 MM
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Shady Spring Public Sarvice District, WV
Refunding Bonds, Series 1997
(Refunding of Series 1932A Bonds)
WDA Refunding .- (Transfer of all old proceeds)
DERT SERVICE SCHEDULE

Date Principal  Coupon Interest Total P+l
10/01/1997 - 5,608.54 6.250% 51.479.96 5Y,088.50
10701715958 21,162.83  6.250% 190,709.12 211,871,%%
16/01/19%9 22 .485.5} 6.250% 1589,3586.44 211,871.95%
1079172000 23.890.85 €.250Y 187,981.10 211.871.95{;
10/01/2001 25.384.03  5.250% 186,447.92 211,871.9%
10/01/2002 .- 26,970.54 6.250¢ 184,901.42 211,871.96
10/01/2003 28,656.19  6.250% 183,216.76 211,871,955
10/01/2004 30,447.21  6.250% 181,424.76 211,871.97
10/G1/2005 32.350.16 6,280¢ 179,521.80 211.871.96
10/01/2006 34,372.04 6.250% 177,499.92 211,871.96
10/01,2007 36.520.29 6.250%. 175,351.66 211,B871.95
10/01/2008 38,802.81 6.250¢ 173.069.14 211,871.95
10/01/2005 41,227.99 6,250% 170,643.98 21187198
10/01/2010 43,804.74  6.250% 168,067.22 211,871.96
1040172011 46,542,93  6.2501 165,329.42 211,871.95
10/01/2012 43,451 .44 6.250% 162,420.52 211,871.%5
10/01/2013 57.542.15  6.250X 159,329,830 211,871.96
1070172014 §5,826.04 6.250% 166, 045.92 211,871.96
1070172015 59.315.17 6.250X 152,556.,78 211,871.95
10/01/2016 £3,022.37  6.2580¢ 148.849.60 211,871.97 ;
1070172017 66.961.26  6.2501 144,510.70 211.571.2‘?
1070172018 71,146,348  6.2501 140,725.62 211,871.
10/01/2019 75,5592.99 6.250% 136,278.96 211,871.95
1070172020 80,317.55  6£,250% 131,554, 40 211,871.95
10/01/2021 £5,3137.40  6.250% 126,534.56 - 211,871.96
10/01/2022 90,670.9% 6,250 121,200.98 211,871.97
10/01/2023 9.337.92  6.250% 115,534,04 211,871.95
10/01/2024 102,359.04  &.2501 109,512.92 211,871.96
1070172025 108,756.48 6.2561 103,115.48 211,871.96
10/01/2026 116,653.76  6.25Q¢ 86,318.20 211,871.95
1070172027 122,775.87  6.250x £9,096.08 211,871.95
10/01/2028 130,449,06  6.2504 81,422.60 211,871.%96
10/01/2029 138,602.45  6.250¢% 73.269.50 211,871.95
10/01/2030 147,265.10 6.250% 64,606.86 211,871,96
10/01/2031 156,46%9.17 6.250% 55,402.78 211,871.9%
1070172032 166,248.5¢  6.250¢ 45,623.46 211,871.98%
1870172031 176.639.03 6.2500 35,232.94 211,871.97
19/01/2034 187,678.97 6.2501 24,193.00 211,871.9’0
10/01/2035 199,406,90  6.250% 12.463.06 211,871.96
TOTAL 3,056,954.52 . 5,051,268,18 §,108,222.9¢

Ferris, Baker watts, Inc, FILE = SHADYSPG-6/5/97 Run all. SINGLE PURPQSE

Publie Finance Department 6/16/1997 11:41 A
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Shady Spring Public Sarvice District. WV
Refundind Sonds, Series 1997
(Rafunding of Series 1982A Bonds}
WOA Refurding - (Transfer of ail old procceds)
DEBT SERVICE SCHEDULE
YIELD STATISTICS
Bond Year Dollars.......... TR veens 7 $80.820.29
Average Life.......... e reaani b rrraeueaaeare e 26.435 Years
Averzge Coupon...... T P 6.250G000x
Ket Interest Cost (RIC)........... Cbareaeesaaeaas ] 6.2500Q00x
True Interest Cost (TIC) ... ..vvneuunnnnns Cebeieies 6.2609682)
Bond Yield for Arbitrage Purposes.....vevavs-uns . 6.2509682¢
ANl Inclusive Cost (AID)...... berereaeantes 6.30787862
IRS FORM 8038
Net Imterast Cost........ e Ceeberianareribeann 6.25000001
Keighted Average Maturdty.,............ PR 26.438 Years

Ferris, Baker Watts, lne.LE = SHADYSPG-6/5/97 fun a)l- SINGLE PURPOSE
Public Finance Department 6/16/71997 11:41 AH

HOL Jis

Ple



A
T
R
tr

HO, 465 17

|

Shady Spring Public Service District, WV
Refundind Bonds, Series 1997
(Refunding of Series 1382A Bands)

WOA Refunding .- (Transfer of all old proceeds)
DEBYT SERVICE COMPARISON

Date Total P+ DSR Net New D/S Old Net D/S Savings
10/01/1997 57,088,50 {3.120,18) 53,968,142 153.386.25 99,417.93
10/01/1998 211,871.95 (11,652.96)  200,218.99 283,772.50 83,553.51
10/01/1939 211,871.95 (11,652.96) 200,218.99 280,172.%0 78,953.51
10/01/2000 211,871.95 (11,652.96) 200,218.99 281,572.50 81,3563.51
10/01/2001 211,871.95 (11,652.96) 200.218.9% 282,372.50 82,163.51
1070172002 211,871.96 (11,652.56) 200,219.00 282,572.50 82.353.50
10/01/2003 211,871.95 {11.652,96) 200,218.,99 282,172.50 81.953.51
10/01/2004 211,871.97 {11,652.56) 200,219.01 281,172.50 $0,953.49
10/01/20606 211,871.% (11,652,956} 200.219.00 279,572.50 79.353.50
10/01/2006 211,871.9 (11,652.96) 200,219.00 262.372.50 R2.153,50
10/01/2007 211,871.95 (11,652.96) 200,218.99 283,972.50 £3,753,51

- 1040172008 211,871.95 (11.652.96) 200,218.99 279,472 .50 79,163.51
10/01/2009 211,871.97 (11,652.95) 200,219.0% 279.172.50 78.9563.49
10/01/2010 211,871.% ¢11,652.96) 200,219.00 282,772.50 £2,553.50
16/01/2011 211,871.95 (11,652.96) 200,218.99 279,572.50 79,353.51
10/01/2012 211.871.9% (11,652.96) 200,219.00 280.172.50 79.$53.50
1040172013 211,671.9% (11,652.96} 200,219,00 283,972.50 83,763.50
10/01/2014 211,871.96 (11,652,96) 200,219.00 283,472.50 83,253.50
1070172015 211.871.55 (11.652.96) 200,218.99 281,472.50 81,283.51
10/01/2016 211,871,97 {11,652,96) 200.219.01 282,972.50 82.753.49
10/01/201? 211,871.94 (11.652.56) 200,219,00 282,472.50 $2,253.50
1070172018 211.871.96 (11,652.96) 200,219.00 279,972.50 79,753.50
10/01/2019 211,871.¢5 (11,652.96) 200,218,99 (20,027.50)  (220.246.49)
1040172020 211.871.95% (11,652.96) 200,215.5¢% - (200,218.99)
10/01/2021 711,871.96 (11,652.96) 200,219.00 : (200,219.00)
1070172022 211,871.97 {11,652.96) 200,215.01 4 {209,219.01)
10/01/2023 211,871.96 (11,652.96) 200,215.00 . (200,219.00)
10/01/2024 211,871.9% (11.652.96} 200,219.00 . (200,219,00)
10/01/2025 211,871.96 (11,652.96) 200,219,00 . (200,219.00)
1040172026 211,871.56 (11,652,98) 200,219.00 : (200,219.00)
10/61/2027 211,871.95 (11,652.96) 200,218.9¢ . (200,218.99)
10/01/2028 211,871.9 (11,652.96) 200,219.00 . {200,219,00)
1040142029 211,871.95 (11,652,96) 200.218.99 . (200.218.99)
10/01/2030 211,871.9% (11,652.96) 200,219.00 . (200,219.00)
10/01/2031 211,871.95 (11,652.94) 200,218.95 : (200,218.99)
1070172032 211,871,% (11,652.96) 200,219.00 - (200,219.00)
10/01/2033 211,871.97 {11.652.96) 200,219.01 . (200,219.01)
10/01/2034 211,871.97 (11,652.96) 200,219.01 . (200.2159.01)
10/01/203% 211,871.%6 (223.524.93} (11,652,97) - 11,652.97
TOTAL 8.108,222.90 (657,804.63)  7.450,418.27 6.048.481.25 (1.401,937.02)

Ferris, Baker Watts, Inc. ‘ FILE = SHADYSPG-6/5/97 Run 2131. SINGLE PURPQSE

Public Finance Deépartment 6/16/1997 11:41 AM
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Shady Spring Public Service District, WV
Refundind Bonds. Series 1997
(Refunding of Series 19824 Bonds)
¥OA Refunding - (Transfer of all old proceeds)
DEBT SERVICE COMPARISON

PRESENT VALUE ANALYSIS SUHMARY (NET TO RET)

Gross PY Debt Service Savings................ el £70,572.36
Effacts of changes in DSR investmentsS.......... (88,186.20)
Ret PY Cashflow Savings @ 6.308F (AIC)..... deeenan 482.,186.15
Transfers froz Prior Issue Debt Service Fund...... : (115,692.04)
KET PRESENT YALLE BENEFIT $166,694.11
HETY FY BENEFIT / $2.520,000 REFUNDED PRINCIPAL. .. 14.851%

NEY PY BENEFIT / $3,056,955 REFUNDING PRINCIPAL.. 11.995%

Ferrts, Bakar Watts, [nc.LE = SHADVSPG-6/5/97 Run all- SIKGLE PURPOSE
Public Finance Department 6/16/1997 11:41 AH
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Shady Spring Public Service District, WV
Refundind Bonds, Sertes 1997
(Refunding of Series 1582A Bonds)

WhA Refunding -« (Transfer of a1l old proceeds]

ESCROM FUND CASHFLOW

Date Principal Rate Interast Receipts  Disbursements Cash Bslance

6/24/1997 - . - 0.83 . 0.83
10/01/1597 108,226.00 4,9500000% §3,424.21 161,6%0,21 161,650.00 1.04
470171998 37,502.00 5.4700000% 97.647.18 135,149.18 135,150.00 6.22
10/01/1998 £9,082.00 5.7200000% 96.067.93 165,149.93 165,150.00 0.15
£/01/1999 39,258.00 E.9200000% 94,002.1% 133,350.15 133,350.00 0.34
10/01/199% 70,420.00 6.0300000% 92,930.16 163.350.16 163,350, 00 0.%0
474172000 40,743.00 6.11000001 90,807.00 131,550.00 131.550.00 0.50
10/01/2000 76.988.00 6.1500000% 85,562.3} 166,550.31 166, 580.00 ¢.81
§/01/2001 42,255.00 6.18000005 87,194.93 129,449.93 129,450.00 0.74
10/01/2001  2,766,160,00 6.21000001 85,835.26 2,892,049.26 2,852,050,00 .

TOTAL 3,250,634.00 : 787,615.17 4,038,260.00

4,038,250.00

IRVESTHENT PARAHETERS

Investment Model [PV, GIC, or Securities)......... Securities
Default investment yield farget. ... .............. Bond Yield
Cash Deposit. . o it i i e 0.83
Cost of Restricted Investments... ............v..0. 3.250.634.00
Total Cost of Investments................ Chevmaens $3.250.634 .82
Target Cost of Investrents at bond yield.......... $3,244,974.93
Actual pasitive or (negative) arbitrage........... {5,660.30}
Yield to Receipt...... e et e ety 6.,1996965)
Yield for Arbitrage Furposes.. ................ i 6.2509682%

Ferris, Baker Matts, Inc,
Pubiic Finarce Department

FILE = SHADYSPG.6/5/97 fun all. SINGLE PURPOSE

6/16/1997 11:41 AN




x|
iTe
i
-3

[

12157 FEFFIS BRECEF LRTTS-CHARLESTON - 1 304 246 67731 N A0,

AR PR
Shady Spring Public Service District, WV
Refunded Bonds
Serfez 1982A
TOTAL REFUNDED DEBT SERVICE
Date Principal  Coupon Interest Total P+i
16/01/1597 £5,000.00  12.000% 136,650.00 161,650.00
10/01/1998 30,000.00  12.000% 270,300.00 300,300.00
10/01/19%9 30,000.00 12.000% 266,700.00 296,700.00
10/01/2000 36,000.60 12.000f 263,100.00 298,100.00
10/01/2001 40,000,00 12,0002 258,900, 00 298,500.00
1070172602 45,000,00 12,0001 254,100.00 29%,100.00
10/01/2003 £0,000.00 12,0001 248,700.00 258,700.00
1070172004 55,000.00 12.000¢ 242,700.00 297.700.00
1870172005 60,000.00 12,0004 236,100.00 296,100, 00
10/01/2006 70,000.00 12.000% 228,900.00 298,900.00
10/01/2007 80,000.00 12.000% 220,500.00 300,500.00
10/01/2008 85,000.00 12.000% 210,900.00 295,800.00
1070172009 95.000.00 12.000 200,700.00 29%,700.00
1070172010 110,000.00  12.000¢ 18%,300.00 299.300.00
10/01/2011 120,000,030  12.000X 176,100.00 296,100,00
10/01/20)2 136,000.00 12.000¢ 161,700.00 256,700,060
10/01/2013 155,000.00  10.000Y 145,500.00 300,500,00
10/01/2014 170,000.00  10.000Y 130,000,00 300.000.00
10/01/2015 185,000.00  10.000¢ 113,000.00 296,000.60
1070172015 205,000.00  10.000% 94.500.00 299,500.00
10/01/2017 225,000.00 10.000% 74,000.00 299, 000.00 |
1070172010 245.000.06  10.000% £1,500.00 296,500.00 !
10/01/2019 270,000.00  10.000¢ 27,000.00 287,000,00 i
1
TOTAL 2,520,600.00 - 4,200,850.00 5,720.850.00 ,E
Farris, Baker Matts, Inc. FILE = SHADYSPG-6/5/97 Run all- SINGLE PURPOSE

Publie Finance Department 671671997 9:43 MM
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January 24. 1997

wr. Daniet B. YonkosKy

Dirscter

West Virginia Water Deve%opment Authority
1201 Dunbat Avenue

Duabar, West Virginié 5064

Re: Rafuncing of Defeasing tne Shady Sprind public Service District's 1982 Series A Bonds
Oaat Director Yonkasky:

Wwe understand that the shady Spring ouplic Service Disttict {the PSSO had indicated an intarest in
rafinancing its 1082 Serleg A Bonds.

You heve asked for & calcuiation of what the Authority would requireé in cash paymenl today thed would
parmit ine Authority 10 terminate the Local Agency Agreement with the psD. The {oltowing is @
diacussion af the methodology wa empioyed 10 make tnat catcuigtion.

Ratunding the ahady spring psl's Leoan

The PSD'S 1g8g Senes $2,680,00C igan al coupons ranging {rom 10% t© 1984 Was ofiginated from the
orpceeds of the Authotity's 1982 Series Ronds, 1h0s¢ pands ware subeequent\y rafunded LY the 1981
saries A Bonds. Therefore, the pSD's ioan 1S now associated with ine 191 Series £ Bonds. The
calgulation of the arnount required teaay 1o delease e psh's obtigation 10 the Autnority must take into
account the outstanding $50.555,000 1091 Series A Bonds dated Apt 1, 1991. in orcer 0 meaintain
natance Detveen the Authority's raceipts from jocal loang and the dett service raquired oo ns 1993
series A gonds, e lump sum payment from tha pPso ghould be sufiictent O purchase & portfotio of
govemment obitgations that will provide 2 atream of paymeme o the Authority sufficlent 10°

(1) rrovide he Authofity with receipts equivalent to tne PSD'S seheduted payments ol
principal and interest 10 the Authonty due Aprit 1. 1997 through and Including Octovet 1.
2001; and

2 Provige &an amount quificlent o cail tne portion of the Authority's 1091 Saries A Bonds
atlrioutante to the pS0O's toan, on Novemper 1, 2001 al @ cail pHeR of 102%. 1See page 2
of attached achedules.)

The amourt required 10 purchase such an esctow {nat wil detease the PSO's geries A toan i
approx%ma\eiy §3,285,077 ageuming &n avarage nvestment yield of 6.25% tof the govemmem sacutitied
nacessary 10 maet the escrow rgquirements {see page 4 of schedutes.) The gstimated aqctow yleld ol
&.26% agsumes {hat the ©BCTOW s invested In opan marke! U.s. Government gacurilles. please Note
ynat the yield jimit on @ PSD's scrow wil oe determ‘.ned by theit porrowing costs, il any. raiated o 1N
rafinancing. i tne PSO'S porrowing coatg are lowel {han 6.26%. tne yield gliowed on the escrows will b®
\owet and the reGuired ascrow depositd will be largel ipan that esumated on page & Conversely, it the
FSD 19 nancing the PSCTOwW daposit Wwith nan-tax ax@mpt pond proceede. than (ne yield urnlt on the
gSCIoW will D& detarmined DY the market.
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Mr. Danie: B, Yonkoaky
January 24, 1897
Pgage 2

You will notice that the ectual caan pay-off amount that viould enable the Authorlty to remsain whote
ragarding cashflows from tha refinanced loan is larger than the otlginal loan amount. Thia is due to
saveral factors:

(1} Combined Defeasance/Advance Relunding — Qnly & portlon of the PSD's outstanding
Saries A loan will be sublect 1€ optional redermption: those paymaents currently schaduled
10 be made after November 1, 2001.

(2y Calt Pramium — The 1981 Series A Bonds attributable to the PSD's loan would have io be
called for redamption o0 November 1, 2001, 8t & price of 102% of par.

{3y Hounding Factor — The Bonos attributable to tha PSD'a loan must be rounged up to the
naarest §5,000 increment, since the Authority's Bonds are sold in $5,000 increments.

The calcuiations presented in the etiached spreadsheets and discussed harein aasume a thaoretical
iransaction date of Fedruary 1,1997. Any actus! transaction will require actual datas and cutrant ascrow
nvastment rates for the @scrow portfolio. The amounts presented here provide you with a good eslimate
of tha final pay-off cost to the PSD.

Dleaaa et us kKnow If wa can provide additional calculations ©f pe of any other assistance o the
Autherity.

Sincerely,

. ffﬂv.km»wza —

oceiyn Mortensen
Vige President

(o] Jackaon & Kally
Farria, Baker Walts, insorporateq

HiID, 40e



Date
10/1/82
10/1/83
10/1/84
10/1/85
10/1/86
10/1/87
10/1/88
10/1/8%
10/1/90
1Q1/81
1011492
10/1/93
10/1/94
10/1/95
10/1/96
1011497
10/1/28
10/1/9¢
1011/00
10/1/04
1041702
101103
1041104
10/1/0%
16/1108
10/1/07
101/08
10/1/08
HUATALN
AVATAR
10112
101113
101114
1011116
eV ATANY
10117
10118
1Qi118

TERRTE BAREER LT TE - HERRLESTON -

West Virginia Water Development Authority
Local Bonds Payments

Principal
0.00

0.00

0.00
5,000,00
10,000.00
10,000.00
10,000.00
10,000.00
10,000.00
15,000.00
16,000.00
15,000.00
20,000.00
20,000.00
20,000.00
25,000.00
30.000.00
30,000.00
35,000.00
40,000.00
45,000.00
50,000.00
55,000.00
60,000.00
70,000.00
£0,000.00
£5,000.,00
85,000.00
110,000.00
120,600.00
135,000.00
155,000.00
170,000.00
185,000.00
205,000.00
225,000.00
245,000.00
270,000.00
2,580,000.09

SHADY SPRING PUBLIC SERVICE DISTRICT

DERT SERVICE REPORT
Goupgen Interest
0.00% 49,888.50
0.00% 291,267.50
0.00% 291,267.50
10.00% 201,267.50
10.00% 280,757.50
10.00% 288,757.50
10.50%% 288,757.5C
10.75% 287,707.50
11.00% 286,632.50
11.25% 285,532.60
11.60% 283,845.00
11.60% £82,120.00
11.70% 280,360.00
11.80% 278,040.00
11.90% 275,680.00
12.00% 273,300.00
12.00% £70,300.00
12.00% 268,760.0C
12.00% 263,100.00
12.00% 268,900.00
12.00% 254,100.00
12.00% 248,700.00
12.00% 242,700.00
12.00% 236,100.00
12.00% £28,800.00
12.00% 220,500.0C
12.00% 210,900.00
12.00% 200,700.00
12.00% 189.,300.00
12.00% 176,100.0C
12.00% 181,700.00
10.00% 145,600.00
10.00% 130,000.00
10.00% 113,000.00
10.00% 94,500.00
10.00% 74,000.0%
10.00% §1,500.00
+0.00% 27.000.00
4,380,381.0C

—~ 1982 Series A

Total

39,808.50
291,257.50
291,257.50
296,257.50
300,767.50
299,767.50
298,757.50
297,707.50
296,632.50
300,532.50
298,845.00
287,120.00
200,380.00
298,040.00
295,680.00
298,300.00
300,300.00
296,700.00
2$8,100.00
298,900.00
299,100.00
206,700.00
297,700.00
296,100.00
298,800.00
300,500.00
295,900.00
295,700.00
299,300.00
296,100.00
206,700.00
300,500.00
300,000.00
286,000.00
299,500.00
299,000.00
£09€,500.00
297.000.00

11,060,381.00

Outatanding

Briacipal
2,680,000
2,680,000
2,660,000
2,675,000
2,665,000
2,655,000
2,645,000
2,635,000
2,625,000
2,610,000
2,595,000
2,560,000
2,560,000
2,540,000
2,520,000
2,495,000
2,465,000
2,435,000
2,400,000
2,280,000

2,316,000,
2.265,000
2,210,000
2,160,000
2,080,000
2,000,000
1,916,000
1,820,000
1,710,600
1,590,000
1,455,000
1,300,000
1,130,000
945,000
740,000
515,000
270,000
4]
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Waest Virginla Water Davelopment Authority

Local Bonds Payments

TOd Iao o

=TI P, e

SHADY SPRING PUBLIC SERVICE DISTRICT ~ 1982 Serias A

CALGULATION OF PROPORTIONATE SHARE

OF SERIES 1991 BONDS

Par Amount of Series 1991 Bonds Qutstanding as of 11/1/2001:
(11/1/2002 through 11/1/2026 maturities)

Less Capital Reserve Fund Bonds
Net Series 1091 Bonds outstanding:

Par amount of Prior Bonds and Locai Loans ousstanding

as of 11/1/2001:

(focal loans associated with the Saries 1931 Bonds; includes
maturitles from 10/1/2002 through 10/1/2026}

Ratlo of WDA Debt to Local Bonds = $43,725,000/339,312,977 =

Shady Spring PSD Intarest Bearing Loan outstanding 10/1/2001:
(10/1/2002 thraugh 10/1/2019 maturities)

Proportionate share of WOA Bonds associated with
Shady Srping PSD = $2360000 x 1.112355 =

Rounded to Nearest $5,000 increment;

$44,580,000

(850,000)
$43,730,000

$38,312,977

$2,360,000

$2,625,15¢

$2,630,000

x  l.o>
_,0—'4_.—"-—-_‘“-'——'—-‘
2,682, (2060

-- 2,360 1OOC" PO
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i ———
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West Virginia Water Development Authority
Local Bonds Payments
SHADY SPRING PUBLIC SERVICE DISTRICT ~ 1982 Saries A

GALCULATION OF DEFEASANCE REQUIREMENTS

Escrow Raquirements -
Current Dabyt Sarvice Bands 102% Total
Data Dbt Sarvico ta Cell Called  CallFramium Reguirement
511187 136,650.00 136,660.00 ‘ 136,660.00
11/1197 161,650.00 161,650.00 161,650.00
511108 135,150.00 135,150.00 135,160.00
11/1/98 165,150.00 165,150.00 165,150.00
5/1/89 133,350.00 133,350.00 133,350.00
11/1/98 163,350.00 163,350.0C 1683,350.00
5/1/00 131,5650.00 131,650.00 131,560.00
1111/00 186,550.00 166,550.00 166,550.00
51101 129,450.00 129,450.00 129,450.00
(1/1/01 169,450.00 189.450,00  2.630.000.00 52060000  2.852.080.00
1,492,300.00 1,492,300.00  2,830.000.00 §2,600.00 4,174,800.00

N JBE
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Shady Spring Public Service District

Post Office Box 235
Beaver, West Virginia 25813-0235

June 24, 1997

Mr. R. Witter Hallan

Executive Director

West Virginia Municipal Bond
Commission

Suite 300, L & S Building

812 Quarner Street

Charleston, WV 25301

Re: $3,056,954.52 Shady Spring Public Service District,
Sewerage System Revenue Refunding Bonds, Series 1997D

Dear Mr. Hallan:

Please be advised that pursuant to Section 22¢, Article 13, Chapter 16 of the
Code of West Virginia, 1931, as amended, the Shady Spring Public Service District, Beaver,
West Virginia (the “District”) intends to issue the above-referenced bonds (the “Bonds™) for
the purpose of refunding the District’s Sewer Refunding Revenue Bonds, Series 1982A,
currently outstanding in the aggregate principal amount of $2,520,000. A copy of the
Resolution authorizing the Bonds and a copy of the Supplemental Resolution adopted by the
District on June 19, 1997, setting forth the terms of sale of the Bonds to the West Virginia
Water Development Authority are enclosed.

Very truly yours,
LIC SERVICE DISTRICT
g Its Chairmat” ﬁ

Enclosures



SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REVENUE BONDS SERIES 19397B

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REVENUE BONDS SERIES 1987C

SHADY SPRING PUBLIC SERVICE DISTRICT
SEWER SYSTEM REFUNDING REVENUE BONDS SERIES 1997D

R RAR'S AGREEMENT

THIS REGISTRAR'S AGREEMENT, dated as of the 24th day of
June, 1997, by and between SHADY SPRING PUBLIC SERVICE DISTRICT, a
public corporation under and pursuant to the laws of the State of
West Virginia (the YGovernmental Agency"), and BANK ONE, WEST
VIRGINIA, NA (the "Registrar™"}).

WHEREAS, the Governmental Agency has, contemporanecusly
with the execution herecf, issued and scld its $179,000 Sewerage
System Revenue Bonds, Series 1997B, $2,197,304 Sewerage System
Revenue BRonds, Series 1997C and $3,056,954.52 Sewerage System
Refunding Bonds, Series 1997D, pursuant to the Resoclutions duly
adopted June 12, 1997, effective June 12, 1997, and Supplemental
Resoluticns for the Series 1997B and Series 1997C Bonds adopted
June 12, 1997, and a Supplemental Resclution for the 1997D Bond
adopted June 19, 1997 (collectively, the "Resolutions");

WHEREAS, capitalized words and terms used 1in this
Registrar's Agreement and not otherwise defined herein shall have
the respective meanings given them in the Resolutions, copiesgs of
which are attached as Exhibit A hereto and incorporated herein by
reference;

WHEREAS, the Resolutions provides for an appointment by
the Governmental Agency of a Registrar for the Bonds; and

WHEREAS, the Governmental Agency desires to appoint, and
by the Resolutions and this Registrar's Agreement does appoint, the
Registrar to act as Registrar under the Resolutions and to take
certain other actions hereinafter set forth;

NOW, THEREFORE, 1t is agreed by and between the parties
heretc as follows:

1. Upon the execution of this Registrar's Agreement by
the Governmental Agency 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 Resolutions, 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 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
Governmental Agency advises it of and with generally accepted
industry standards.

2. The Registrar agrees to furnish the Governmental
Agency with appropriate records of all transactions carried out by
it as Registrar and to furnish the Governmental Agency 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 Governmental Agency 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 Governmental Agency.

4. As compensation for acting as Registrar pursuant to
this Registrar's Agreement, the Governmental Agency hereby agrees
to pay to the Registrar, from time to time, the compensation for
services rendered as provided in the annexed schedule and
reimbursement for reasonable expenses incurred in connection with
this Registrar's Agreement.

5. It is intended that this Registrar's Agreement shall
carry out and implement provisions of the Resolutions with respect
to the Registrar. 1In the event of any conflict between the terms
of this Registrar's Agreement and the Resolutions, the terms of the
Resolutions shall govern.

6. The Governmental Agency 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 Resolutions 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
address:

GOVERNMENTAL AGENCY :

SHADY SPRING PUBLIC SERVICE DISTRICT
Post Office Box 235

Beaver, West Virginia 25813-0235

-2



REGISTRAR:

BANK ONE, WEST VIRGINIA, NA
707 Virginia Street East
Charleston, West Virginia 25301
Attention: Teresa Davis

Trust Department

The Governmental Agency and the Registrar shall notify
the other in writing of any change of address.

8. The Registrar is hereby requested and authorized to
authenticate and deliver the Bonds in accordance with the
Ordinance.

IN WITNESS WHEREOF, SHADY SPRING PUBLIC SERVICE DISTRICT
and BANK ONE, WEST VIRGINIA, NA, have respectively caused this
Registrar's Agreement to be signed in their names and on their
behalf, all as of the day and year first above-written.

SHADY SPRING

By: LA A /y/

Chairman

LIC SERVICE DISTRICT

BANK ONE, WEST VIRGI Ia, NA

By:

Authorlzed Cfficer
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