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GREATER PAW PAW SANITARY DISTRICT

Sewer Revenue Bonds,
Series 1987 A and Series 1987 B

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL AMOUNTS, DATES, MATURITIES, INTEREST
RATES, PRINCIPAL PAYMENT SCHEDULES, SALE PRICES
AND OTHER TERMS OF THE SEWER REVENUE BONDS,
SERIES 1987 A AND SERIES 1987 B OF GREATER
PAW PAW SANITARY DISTRICT; AUTHORIZING,
APPROVING AND RATIFYING A LOAN AGREEMENT AND
SUPPLEMENTAL LOAN AGREEMENT RELATING TO SUCH
BONDS AND THE SALE AND DELIVERY OF SUCH BONDS TO
WEST VIRGINIA WATER DEVELOPMENT  AUTHORITY;
DESIGNATING A REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK; AND MAKING OTHER PROVISIONS AS
TO THE BONDS

WHEREAS, the public service board (the '"Governing Body")
of Greater Paw Paw Sanitary District (the "Issuer"), has duly and
officially adopted a bond and notes resolution, effective March 31,
1987 (the "Bond Resolution'"), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF PUBLIC SEWERAGE FACILITIES OF
GREATER PAW PAW SANITARY DISTRICT AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED,
THEREOF THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN $2,000,000 IN AGGREGATE PRINCIPAL
AMOUNT OF SEWER REVENUE BONDS, SERIES 1987 A,
NOT MORE THAN $600,000 IN AGGREGATE PRINCIPAL
AMOUNT OF SEWER REVENUE BONDS, SERIES 1987 B,
AND NOT MORE THAN $6,000,000 INTERIM
CONSTRUCTION FINANCING, CONSISTING OF GRANT
ANTICIPATION NOTES OR A LINE OF CREDIT EVIDENCED
BY NOTES OR BOTH; PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED
OWNERS OF SUCH BONDS AND NOTES; AUTHORIZING
EXECUTION AND DELIVERY OF A TRUST INDENTURE
SECURING THE NOTES; APPROVING AND RATIFYING A
LOAN AGREEMENT AND SUPPLEMENTAL LOAN AGREEMENT
RELATING TO SUCH BONDS; AUTHORIZING THE SALE AND




PROVIDING FOR THE TERMS AND PROVISIONS OF SUCH
BONDS AND NOTES AND ADOPTING OTHER PROVISIONS
RELATING THERETO.

WHEREAS, the Bond Resolution provides for the issuance of
Sewer Revenue Bonds of the Issuer (the "Bonds"), in an aggregate
principal amount not to exceed $2,600,000, to be issued in two
series, the Series 1987 A Bonds to be in an aggregate principal
amount of not more than $2,000,000 (the '"Series 1987 A Bonds") and
the Series 1987 B Bonds to be in an aggregate principal amount of
not more than $600,000 (the "Series 1987 B Bonds'"), and has
authorized the execution and delivery of a loan agreement relating
to the Series 1987 A Bonds dated February 23, 1987, and a
supplemental loan agreement relating to the Series 1987 B Bonds,
also dated February 23, 1987 (sometimes collectively referred to
herein as the "Loan Agreement"), by and between the Issuer and
West Virginia Water Development Authority (the "Authority"), all in
accordance with West Virginia Code, 1931, as amended, Chapter 16,
Article 13A (the "Act"); and in the Bond Resolution it is provided
that the exact principal amounts, maturity dates, interest rates,
interest and principal payment dates, sale prices and other terms of
the Bonds should be established by a supplemental resolution
pertaining to the Bonds; and that other matters relating to the
Bonds be herein provided for;

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

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

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF
GREATER PAW PAW SANITARY DISTRICT:

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




(A) The Sewer Revenue Bonds, Series 1987 A, of the
Issuer, originally represented by a single Bond, numbered
AR~l1, in the principal amount of $1,548,258. The
Series 1987 A Bonds shall be dated the date of delivery
thereof, shall finally mature October 1, 2026, shall bear
interest at the rate of 8.387 per annum, payable
semiannually on April 1 and October 1 of each vear, first
interest payable October 1, 1987, shall be subject to
redemption upon the written consent of the Authority, and
upon payment of the interest and redemption premium, if
any, and otherwise in compliance with the Loan Agreement,
as long as the Authority shall be the registered owner of
the Series 1987 A Bonds, and shall be payable in
installments of principal on October 1 of each of the
years and in the amounts as set forth in "Schedule X,"
attached thereto and to the Loan Agreement and
incorporated therein by reference.

(B) The Sewer Revenue Bonds, Series 1987 B, of the
Issuer, originally represented by a single Bond, numbered
BR-1, in the principal amount of $379,753. The
Series 1987 B Bonds shall be dated the date of delivery
thereof, shall finally mature October 1, 2026, shall be
interest free, shall be subject to redemption upon the
written consent of the Authority, and otherwise in
compliance with the Loan Agreement, as long as the
Authority shall be the registered owner of the
Series 1987 B Bonds, and shall be payable in installments
of principal on October 1 of each of the years and in the
amounts as set forth in "Schedule X," attached thereto and
to the Supplemental Loan Agreement and incorporated
therein by reference.

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

Section 3. The Issuer does hereby approve, accept and
ratify the Loan Agreement, copies of which are 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 Issuer are hereby ratified and approved.
The price of the Bonds shall be 1007 of par value, there being no
interest accrued thereon.

Section 4. The Issuer does hereby appoint and
designate Kanawha Valley Bank, National Association, Charleston,
West Virginia, as Registrar for the Bonds and does approve and
accept the Registrar's Agreement to be dated the date of delivery of



the Bonds, by and between the Issuer and Kanawha Valley Bank,
National Association, in substantially the form attached hereto, and
the execution and delivery by the Chairman of the Registrar's
Agreement, and the performance of the obligations contained therein,
on behalf of the Issuer are hereby authorized, approved and
directed.

Section 5. The Issuer does hereby appoint and direct
the West Virginia Municipal Bond Commission, Charleston,

West Virginia, as Paying Agent for the Bonds.

Section 6. The 1Issuer does hereby appoint City
National Bank of Fairmont, Fairmont, West Virginia, as Depository
Bank under the Bond Resolution.

Section 7. Series 1987 A Bond Proceeds in the amount
of $186,042 shall be deposited in the Series 1987 A Sinking Fund, as
capitalized interest.

Section 8. Series 1987 A Bond proceeds in the amount
of $136,141 and Series 1987 B Bond proceeds in the amount of $9,994
shall be deposited in the Series 1987 A Bonds Reserve Account and
the Series 1987 B Bonds Reserve Account, respectively.

Section 9. The Chairman and Secretary are hereby
authorized and directed to execute and deliver such other documents
and certificates required or desirable in connection with the Bonds
hereby and by the Bond Resolution approved and provided for, to the
end that the Bonds may be delivered on or about April 7, 1987, to
the Authority pursuant to the Loan Agreement.

Section 10. The financing of the Project in part with
proceeds of the Bonds is in the public interest, serves a public
purpose of the Issuer and will promote the health, welfare and
safety of the residents of the Issuer.

Section 11, The Issuer hereby determines that it is in
the best interest of the Issuer to invest all moneys in the funds
and accounts established by the Bond Resolution in the West Virginia
"Consolidated Fund," and therefore the Issuer hereby directs the
Depository Bank and the Paying Agent to take such actions as may be
necessary to cause such moneys to be invested in the Consolidated
Fund.

Section 12. 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 Internal Revenue Code of 1986, as amended, and

C‘-




any regulations promulgated thereunder (the "Code"), by reason of
the classification of the Bonds as "private activity bonds" within
the meaning of the Code. It will take all actions necessary to

comply with the Code and Treasury Regulations to be promulgated
thereunder.

Section 13. This Supplemental Resolution shall be
effective immediately following adoption hereof.

Adopted this 31st day of March, 1987.

GREATER PAW PAW SANITARY DISTRICT

QM@&P&:E:»

Chairman

04/02/87
PAPA1-D
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WDA-5X
(October 1986)

SCHEDULE X
DESCRIPTION OF LOCAL BONDS

Principal Amount of Local Bonds §_1,948,258.00

Purchase Price of Local Bonds ¢ 1,548,258.00

Interest on the Local Bonds is payable on April 1 and
October 1 in each year, beginning with the first semi-annual
interest payment date after delivery of the Local Bonds to the
Authority, until the Local Bonds are paid in full, at the rate
of 8.38 % per annum. Principal of the Local Bonds is payable
on Octobcer 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:

As of the date of the Loan Agreement, the Local Bonds
are subordinante as to source of and security for payment to
the following obligations:




GREATER PAW FAW SANITARY DISTRICT
ANALYSIS OF 7.00% BORRAQWIMNG COST FOR LOCAL ISSUER

—————————— 1986 SERIES A BOMDS —-—==————————

FERIQOD
ENDING DEBT

10/1 COUFCMN FRIN. INTEREST SERVICE
1987 8.38 E2T709.61 &2,709 .61
1788 8.38 122,744 .02 1289744 .02
19872 8.2 &.396 129.744 .02 136414002
1390 8.38 6£.3732 129.208.04 136.140.04
17751 8.3 7.513 128.627.14 136.140.14
1752 8.3 84143 127.997.52 136,140,535
1793 8.28 8.82S 127,31S.16 136,140,146
1954 8.38 F.S6S 126.575.63 136.,140.63
1753 8.23 10,366 185,774.08 136.140.08 -
1996 8.38 11,234 124,905,461 136,139.41 "
1707 8.38 12,176 123,264 .00 1364140.00
1993 g8.38 134196 122,542.65 136,13%.65
19593 8.38 14.302 121,8327.83 136+139.83
SO00 8.28 1S5.201 129,829.32 136,140.32
0L 8.38 16,800 119.340.34% 136.140.34
2002 8.28 13,207 117,232.50 136,139.80
23 8.23 19.734 1146.406.75 136.140.7S
2004 8.38 21,387 114,723.04 136,140.04
2005 8.3 23.17%9 112,9&0.81 136,139.81
2204 8.2 23,122 111,018.41 136,140.41
en07 8.28 7227 108.,913.19 1364140.,19
2003 8.38 9,509 10&.&6321.56 136,140,526
2003 8.38 31,982 104,1S28.71 136,140,711
2010 8.33 3448662 191.478.&2 13&.140.62
2011 8.28 37366 ?8.373.94 136.139.%4
2012 8.23 40714 2S,425.71 136.139.91
2013 8.338 44,1254 92.014.08 136.140.08
=Tl I 8.2 47.324 88.2146.32 1364140.32
2015 g8.33 =1,832 84,208.87 13&6.140.467
2014 8.38 S6.175 79:.7&5.15 1354140.15
2017 8.33 612,383 SE257.68 136,140,568
2713 8.328 &S.98S 70.155.68 136,140.68
2017 g8.38 71.S514 a4 .525.14 136.140.14
2020 8.38 77 S07 S8.4633.27 134,140.27
202l 8.383 84,002 S2.,128.18 1364.140.13
20e2 8.38 Q1,041 435.098.31 136,139.81
20a3 9.38 F8.5671 T 4&2 .58 135.140.58
202 8.23 106,940 2F.200 .95 126.140.95
SES 8.33 115.201 20.,239.38 1346.14Q.328
2nes 8.3 125.819 10,52&6.87 13&6.146.87

1,348,258

3.817.530.00

S,363,.788 .00




WDA-Supp. 5X
(Novemper 198S5)

SCHEDULE X
DESCRIPTION OF SUPPLEMENTAL BONDS

Principal Amount of Supplemental Bonds $ 379,753.00

Purchase Price of Supplemental Bonds $ 379,753.00

Principal of the Supplemental Bonds 1is payable on
October L in each year as set forth on Exhibit 1 attached
heretu and incourporated herein by reference. '

As of the date of the Supplemental Loan Agreement, the
Supplemental Bonds are subordinate as to source of and security

for payment to the following obligations, other than the Local
Bonds:



GREATER FAW FAW SANITARY DISTRICT

. ANALYSIS OF 7.00% BORROWING COST FOFR LOCAL ISSUER
—————————— 1984 SERIES A BOMDS —-———————=—==—
FERIQD ZERO
EMDING COUFQon
10/1 EBEONDS

1967 L0
193 .00
1989 PF93.S0
1999 9:+993.350
1991 G.9793.50
19¢2 2.993.50
1993 P.993.50Q
19G F.993.50
1995 F.993.50Q
1995 F.993.50
1797 S.FF2.50
19283 9.993.5
199% F.992.50
20010 Q.993.50
2001 Q.992.50
20032 F.993.50
2003 2+7F3.S0
2004 F.953.50
2005 Q.973.50
20048 @.993.50

. 2007 B.F23.50
2003 P.993.50
2009 .992.50
20190 G.993.Z0
2011 ?.993.50
2012 Q.993.50
2013 @FF3.50
2914 2.993.50
2015 @.923.50
2015 P.F993.5D
2017 24.993.50
2013 9.993.30
c2n1? P.9F3.S0
2020 2.993.50
gnel 9,893.50
20232 @.F93.50
20e3 2.953.20
SNES Q.993.20
2025 Q.993.350
2024 .923.30

37F.753.00




Registrar and held for the account of the Issuer. If any such Bond
shall have matured or be about to mature, instead of issuing =a
substitute Bond, the Issuer may pay the same, upon being indemnified
as aforesaid, and if such Bond be lost, stolen or destroyed, without
surrender thereof.

Section 3.07. Bonds not to be Indebtedness of the Issuer.
The Bonds shall not, in any event, be or constitute an indebtedness
of the Issuer within the meaning of any constitutional or statutory
provision or limitation, but shall be payable solely from the Net
Revenues derived from the operation of the System as herein
provided. No holder or holders of 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 3.08. Bonds Secured by Pledge of Net Revenues;
Series 1987 B Bonds to be Junior and Subordinate to Series 1987 A
Bonds. The payment of the debt service of all the Series 1987 A
Bonds shall be secured forthwith equally and ratably with each
other, by a first lien on the Net Revenues derived from the System.
The payment of the debt service of all the Series 1987 B Bonds shall
also be secured forthwith equally and ratably with each other by a
lien on the Net Revenues derived from the System, but junior and
subordinate to the lien on such Net Revenues in favor of the Holders
of the Series 1987 A Bonds. Such Net Revenues in an amount
sufficient to payv the principal of and interest on and other
payments for the Bonds and to make the payments into the Sinking
Funds, the Reserve Accounts therein and the Renewal and Replacement
Fund hereinafter established, are hereby irrevocably pledged to the
payment of the principal of and interest on the Bonds as the same
become due.

Section 3.09. Form of Original Bonds. The text of the
Bonds shall be in substantially the following forms, with such
omissions, insertions and variations as may be necessarv and
desirable and authorized or permitted hereby, or by any Supplemental
Resolution adopted prior to the issuance thereof:

19.




ARTICLE VI

BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 6.01. Application of Bond Proceeds; Pledge of
Unexpended Bond Proceeds. From the moneys received from the sale of
any or all of the Original Bonds, the following amounts shall be
first deducted and deposited in the order set forth below:

A, From the proceeds of the Series 1987 A Bonds, there
shall first be paid any and all borrowings by the Issuer made for
the purpose of temporarily financing a portion of the Costs of the
Project, including interest accrued thereon to the date of such

payment.

B. From the proceeds of the Series 1987 A Bonds, there
shall next be deposited with the Commission in the Series 1987 A
Bonds Sinking Fund, the amount, if any, specified 1in the
Supplemental Resolution as capitalized interest; provided, that such
amount may not exceed the amount necessary to pay interest on the
Series 1987 A Bonds for the period commencing on the date of
issuance of the Bonds and ending 6 months after the estimated date
of completion of construction of the Project.

C. Next, from the proceeds of the Series 1987 A Bonds,
there shall be deposited with the Commission in the Series 1987 A
Bonds Reserve Account and from the proceeds of the Series 1987 B
Bonds, there shall be deposited with the Commission in the
Series 1987 B Bonds Reserve Account the respective sums, if any, set
forth in the Supplemental Resolution for funding of the Reserve
Accounts.

D. The remaining moneys derived from the sale of the
Bonds shall be deposited with the Depository Bank in the Bond
Construction Trust Fund and applied solely to payment of Costs of
the Project in the manner set forth in Section 6.02.

E. The Depository Bank shall act as a trustee and
fiduciary for the Bondholder with respect to the Bond Construction
Trust Fund and shall comply with all requirements with respect to
the disposition of the Bond Construction Trust Fund set forth in the
Bond Legislation and, with the consent of the Authority, in the
Indenture (if any). Moneys in the Bond Construction Trust Fund
shall be used solely to pay Costs of the Project and until so
expended, are hereby pledged as additional security for the
Series 1987 A Bonds, and thereafter for the Series 1987 B Bonds. In
the event that Notes are issued, the disposition of funds in the

43.
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Bonds Construction Trust Fund may be modified from that set forth
herein, with the written consent of the Authority.

Section 6.02. Disbursements From the Bond Construction
Trust Fund. Payments for Costs of the Project shall be made
monthly.

Disbursements from the Bond Construction Trust Fund,
except for the costs of issuance of the Original Bonds, which shall
be made upon request of the Issuer, shall be made only after
submission to the Depository Bank of a certificate, signed by an
Authorized Officer and the Consulting Engineers, stating:

(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 1s or was necessary in connection with the
Project and constitutes a Cost of the Project;

(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 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 direction of the Issuer.

After completion of the Project, as certified by the
Consulting Engineers, the Depository Bank shall transfer any moneys
remaining in the Bond Construction Trust Fund to the Series 1987 A
Bonds Reserve Account, and when fully funded to the Series 1987 B
Bonds Reserve Account, and when both Reserve Accounts are fully
funded, shall return such remaining moneys to the Issuer for deposit
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in the Revenue Fund. The Issuer shall thereafter, apply such moneys
in full, first to the next ensuing interest payments, if any, due on
the respective Series of Bonds and thereafter to the next ensuing
principal payments due thereon.
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ARTICLE VII

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.01. General Covenants of the Issuer. All the
covenants, agreements and provisions of this Bond Legislation shall
be and constitute valid and legally binding covenants of the Issuer
and shall be enforceable in any court of competent jurisdiction by
any Holder or Holders of the Bonds. 1In addition to the other
covenants, agreements and provisions of this Bond Legislation, the
Issuer hereby covenants and agrees with the Holders of the Bonds as
hereinafter provided in this Article VII. All such covenants,
agreements and provisions shall be irrevocable, except as provided
herein, as long as any of sald Bonds or the interest thereon is
Qutstanding and unpaid.

Until the payment in full of the principal of and interest
on the Notes when due, and to the extent they do not materially
adversely affect Bondholders, the covenants, agreements and
provisions contained in this Bond Legislation shall, where
applicable, also inure to the benefit of the Holders of the Notes
and the Trustee therefor and constitute valid and legally binding
covenants of the Issuer, enforceable in any court of competent
jurisdiction by the Trustee or any Holder or Holders of said Notes
as prescribed in the Indenture; provided, that Section 7.04 and
Section 7.09 shall not be applied to the Notes.

Section 7.02. Bonds and Notes not to be Indebtedness of
the Issuer. Neither the Bonds nor the Notes shall be or comnstitute
an 1indebtedness of the Issuer within the meaning of any
constitutional, statutory or charter limitation of indebtedness, but
shall be payable solely from the funds pledged for such payment by
this Bond Legislation. No Holder or Holders of any Bonds or Notes,
shall ever have the right to compel the exercise of the taxing
power, 1if any, of the Issuer to pay said Bonds or Notes or the
interest thereon.

Section 7.03. Bonds Secured by Pledge of Net Revenues.
The payment of the debt service of the Series 1987 A 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
and payment of the debt service of the Series 1987 B Bonds issued
hereunder shall be secured forthwith equally and ratably by a lien
on said Net Revenues, but such lien shall be junior and subordinate
to the lien on said Net Revenues in favor of the Holders of the
Series 1987 A Bonds. The revenues derived from the System, in an
amount sufficient to pay the principal of and interest on the Bonds
and to make the payments into the Sinking Funds, including the
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Reserve Accounts therein, and all other payments provided for in the
Bond Legislation 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 the Bond Legislation.

Section 7.04. Initial Schedule of Rates and Charges. The
initial schedule of rates and <charges for the services and
facilities of the System shall be as set forth and approved and
described in the Order of the Publiec Service Commission of
West Virginia entered March 30, 1987 (Case No. 86-026-S-CN),

Section 7.05. Sale of the System. The System may not be
sold, mortgaged, leased ot otherwise disposed of except as a whole,
or substantially as a whole, and only if the net proceeds to be
realized shall be sufficient to pay fully all the Bonds and Notes,
if any, Outstanding, or to effectively defease this Resolution in
accordance with Section 10.01 hereof and, if entered into and not
previously defeased, the Indenture in accordance with Section 8.01
thereof. The proceeds from any such sale, mortgage, lease or other
disposition of the System shall, with respect to the Bonds,
immediately be remitted to the Commission for deposit in the Sinking
Funds, and, with the written permission of the Authority, or in the
event the Authority is no longer a Bondholder, the Issuer shall
direct the Commission to apply such proceeds to the payment of
principal at maturity of and interest on the Bonds. Any balance
remaining after the payment of 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. With respect to the Notes, such
proceeds in an amount sufficient to pay the Notes in full shall be
applied to the pavment of the Notes, either at maturity or, 1if
allowable under the Supplemental Resolution or Indenture, prior
thereto.

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, 1s 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
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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, 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 with the
written consent of the Authority, be remitted by the Issuer to the
Commission for deposit in the Sinking Fund and shall be applied only
to the purchase of Bonds of the last maturities then Outstanding at
prices not greater than the par value thereof plus 37 of such par
value or otherwise. Such payment of such proceeds into the Sinking
Fund or the Renewal and Replacement Fund shall not reduce the
amounts required to be paid into said funds by other provisions of
this Bond Legislation. No sale, lease or other disposition of the
properties of the System shall be made by the Issuer if the proceeds
to be derived therefrom, together with all other amounts received
during the same Fiscal Year for such sales, leases, or other
dispositions of such properties, shall be in excess of $50,000 and
insufficient to pay all Bonds then Outstanding without the prior
approval and consent in writing of the Holders, or their duly
authorized representatives, of over 507 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
gsale, lease or other disposition of such properties of the System.

Section 7.06. Issuance of Other Obligations Payable Out
of Revenues and General Covenant Against Encumbrances. Except as
provided in this Section 7.06 and in Section 7.07 B, the Issuer
shall not 1issue any obligations whatsoever with a lien on or
otherwise payable from any source of payment pledged originally to
the Notes issued under the Indenture or supplemental resolution
prior to or on a parity with the lien on behalf of such Notes until
such Notes have been defeased in accordance with the provisions of
the Indenture and the Bond Legislation; and, so long as any of the
Bonds are Outstanding, the Issuer shall not dissue 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 additional Bonds on a parity with the Series 1987 B Bonds only
may be issued as provided for in Section 7.07 hereof. All
obligations issued by the Issuer after the issuance of the Bonds and
payable from the revenues of the System, except such additional
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parity Bonds, shall contain an express statement that such
obligations are junior and subordinate, as to lien on and source of
and security for payment from such revenues and in all other
respects, to the Series 1987 A Bonds and the Series 1987 B Bonds;
provided, that no such subordinate obligations shall be issued
unless all payments required 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 lien 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 Bond Legislation, 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 Bond Legislation, 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 1987 B Bonds. No Parity Bonds shall be
issued which shall be payable out of the revenues of the System on a
parity with the Series 1987 A Bonds, unless the Series 1987 B Bonds
are no longer outstanding.

No such Parity Bonds shall be issued except for the
purpose of financing the costs of the construction or acquisition of
extensions, improvements or betterments 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 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 3 succeeding years after the
completion of the improvements to be financed by such Parity Bonds,
shall not be less than 1157 of the largest aggregate amount that
will mature and become due 1in any succeeding Fiscal Year for
principal of and interest on the following:
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(A) The Bonds then Outstanding;

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

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

The "estimated average increased annual Net Revenues to be
received in each of the 3 succeeding years," as that term is used in
the computation provided in the above paragraph, shall refer only to
the increased Net Revenues estimated to be derived from (a) the
improvements to be financed by such Parity Bonds and (b) any
increase in rates adopted by the Issuer and approved by the Public
Service Commission of West Virginia, 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 l2-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, 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 additions,
betterments or improvements, if any, to the System that are to be
financed by such Parity Bonds.

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

All Parity Bonds shall mature on the day of the years of
maturities, and the semiannual interest thereon shall be payable on
the days of each year, specified in a Supplemental 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 Series 1987 A Bonds and the Series 1987 B
Bonds on such revenues. The Issuer shall not issue any obligatioms
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
Series 1987 A Bonds or the Series 1987 B Bonds.

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

B. Notwithstanding the foregoing, or any provision of
Section 7.06 to the contrary, additional Bonds may be issued solely
for the purpose of completing the Project as described in the
application to the Authority submitted as of the date of the Loan
Agreement 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.

Section 7.08. Books and Records. 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 or of a
Note or Notes issued pursuant to this Bond Legislation or the
Trustee shall have the right at all reasonable times to inspect the
System and all parts thereof and all records, accounts and data of
the Issuer relating thereto.

The accounting system for the System shall follow current
generally accepted accounting principles and safeguards to the
extent allowed and as prescribed by the Public Service Commission of

51.




West Virginia. Separate control accounting records shall be
maintained by the Issuer. Subsidiary records as may be required
shall be kept in the manner and on the forms, books and other
bookkeeping records as prescribed by the Governing Body. The
Governing Body shall prescribe and institute the manner by which
subsidiary records of the accounting system which may be installed
remote from the direct supervision of the Governing Body shall be
reported to such agent of the Issuer as the Governing Body shall
direct.

The Issuer shall file with the Consulting Engineers, the
Trustee and the Authority, or any other original purchaser of the
Bonds, and shall mail in each year to any Holder or Holders of Bonds
or Notes, as the case may be, requesting the same, an annual report
containing the following:

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

B. A balance sheet statement showing all deposits in all
the funds and accounts provided for in this Bond Legislation and the
Indenture with respect to said Bonds or Notes, as the case may be,
and the status of all said funds and accounts.

C. The amount of any Bonds, Notes or other obligations
outstanding.

The Issuer shall also, at least once a year, cause the
books, records and accounts of the System to be audited by
Independent Certified Public Accountants and shall mail wupon
request, and make available generally, the report of said
Independent Certified Public Accountants, or a summary thereof, to
any Holder or Holders of Bonds or Notes, as the case may be, and
shall file said report with the Trustee and the Authority, or any
other original purchaser of the Bonds.

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 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,
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with a margin for contingencies and temporary wunanticipated
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 and (ii) to leave a balance
each year equal to at least—ll3Z of the maximum amount required in
any year for payment of principal of and interest on the Bonds and
all other obligations secured by or payable from such revenues prior
to or on a parity with the Bonds; provided that, in the event that
an amounts equal to or in excess of the Reserve Requirements are on
deposit respectively in the Reserve Accounts and reserve accounts
for bonds prior to or on a paritv with the Bonds are funded at least
at the requirement therefor, such balance each year need only equal
at least 1107 of the maximum amount required in any year for payment
of principal of and interest on the Bonds and all other obligations
secured by or payable from such revenues prior to or on a parity
with the Bonds.

Section 7.10. Operating Budget and Audit. 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 expenditures for operation and maintenance
of the System during the succeeding Fiscal Year. 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 107 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 Trustee and the Authority and to any Holder of any Bonds or
Notes, as the case may be, who shall file his or her address with
the Issuer and request in writing that copies of all such budgets
and resolutions be furnished him or her and shall make available
such budgets and all resolutions authorizing increased expenditures
for operation and maintenance of the System at all reasonable times
to the Trustee and to any Holder of any Bonds or Notes, as the case
may be, or anyone acting for and in behalf of such Holder of any
Bonds or Notes, as the case may be.
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In addition, the Issuer shall annually cause the records
of the System to be audited by an independent certified public
accountant, the report of which audit shall be submitted to the
Authority and which audit report shall include a statement that the
Issuer is in compliance with the terms and provisions of this Bond
Legislation and the Loan Agreement.

Section 7.11. 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 7.12. Enforcement of Collectioms. 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 of the
Issuer, the rules and regulations of the Public Service Commission
of West Virginia and other laws of the State of West Virginia,

Whenever any fees, rates, rentals or other charges for the
services and facilities of the System shall remain unpaid for a
period of 30 days after the same shall become due and payable, the
property and the owner thereof, as well as the user of the services
and facilities, shall be delinquent until such time as all such
rates and charges are fully paid. To the extent authorized by the
laws of the State and the rules and regulations of the Public
Service Commission of West Virginia, rates, rentals and other
charges, if not paid, when due, shall become a lien on the premises
served by the System. The Issuer further covenants and agrees that,
it will, to the full extent permitted by law and the rules and
regulations promulgated by the Public Service Commission of
West Virginia, discontinue and shut off the services of the System
and any services and facilities of the water system, if so owned by
the Issuer, to all users of the services of the System delinquent in
payment of charges for the services of the System and will not
restore such services of either system until all delinquent charges
for the services of the System, plus reasonable interest and penalty
charges for the restoration of service, have been fully paid and
shall take all further actions to enforce collections to the maximum
extent permitted by law.

Section 7.13. 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,
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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. 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 7.14. Insurance and Construction Bonds. A. The
Issuer hereby covenants and agrees that so long as any of the Bonds
or the Notes remain OQutstanding, the Issuer will, as an Operating
Expense, procure, carry and maintain insurance with a reputable
insurance carrier or carriers as 1s 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:

(A) 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 said Renewal and
Replacement Fund. The Issuer will itself, or will require
each contractor and subcontractor to, obtain and maintain
builder's risk insurance (fire and extended coverage) to
protect the interests of the Issuer during construction of
the Project in the full insurable value thereof.

(B) PUBLIC LIABILITY INSURANCE, with limits of not
less than $1,000,000 per occurrence to protect the Issuer
from claims for bodily injury and/or death and not less
than $100,000 per occurrence from claims for damage to
property of others which may arise from the operation of
the System, and insurance with the same limits to protect
the Issuer from claims arising out of operation or
ownership of motor vehicles of or for the System.

(C) WORKER'S 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
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Commission of the County in which such work i1is to be
performed prior to commencement of construction of the
Project in compliance with West Virginia Code, Chapter 38,
Article 2, Section 39.

(D) FLOOD INSURANCE, to the extent available at
reasonable cost to the Issuer.

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

B. The Issuer shall also require all contractors engaged
in the construction of the Project to carry such worker's
compensation coverage for all employees working on the Project and
public 1liability insurance, vehicular 1iability dinsurance and
property damage insurance in amounts adequate for such purposes and
as 1s customarily carried with respect to works and properties
similar to the Project.

Section 7.15. Mandatory Connections. The mandatory use
of the System is essential and necessary for the protection and
preservation of the public health, comfort, safety, convenience and
welfare of the inhabitants and residents of, and the economy of, the
Issuer and in order to assure the rendering harmless of sewage and
water-borne waste 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 Virginia, shall connect with and use the System
and shall cease the use of all other means for the collection,
treatment and disposal of sewage and waste matters from such house,
dwelling or building where there 1is 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.
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Section 7.16. Completion of Project. The Issuer will
complete the Project and operate and maintain the System in good
condition.

Section 7.17. Tax Covenants. The Issuer hereby further
covenants and agrees as follows:

A. PRIVATE BUSINESS USE LIMITATION. The Issuer shall
assure that (i) not in excess of 107 of the Net Proceeds of the
Bonds is used for Private Business Use if, in addition, the payment
of more than 107 of the principal or 107 of the interest due on the
Bonds during the term thereof is, under the terms of the Bonds or
any underlying arrangement, directly or indirectly, secured by any
interest in property used or to be used for a Private Business Use
or in payments in respect of property used or to be used for a
Private Business Use or is to be derived from payments, whether or
not to the Issuer, in respect of property or borrowed money used or
to be used for a Private Business Use; and (ii) and that, in the
event that both (A) in excess of 57 of the Net Proceeds of the Bonds
are used for a Private Business Use, and (B) an amount in excess of
5% of the principal or 57 of the interest due on the Bonds during
the term thereof is, under the terms of the Bonds or any underlying
arrangement, directly or indirectly, secured by any interest in
property used or to be used for said Private Business Use or in
payments in respect of property used or to be used for said Private
Business Use or is to be derived from payments, whether or not to
the Issuer, in respect of property or borrowed money used or to be
used for said Private Business Use, then said excess over said 57 of
Net Proceeds of the Bonds used for a Private Business Use shall be
used for a Private Business Use related to the governmental use of
the Project.

B. PRIVATE LOAN LIMITATION., The Issuer shall assure
that not in excess of the lesser of 57 of the Net Proceeds of the
Bonds are used, directly or indirectly, to make or finance a loan
(other than loans constituting Nonpurpose Investments) to personms
other than state or local government units.

G FEDERAL GUARANTEE PROHIBITION. The Issuer shall not
take any action or permit or suffer any action to be taken 1if 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 and
Regulations promulgated thereunder.

Section 7.18. Statutory Mortgage Lien. For the further
protection of the Holders of the Bonds, a statutory mortgage lien
upon the System is granted and created by the Act, which statutory
mortgage lien is hereby recognized and declared to be valid and
binding, shall take effect immediately upon delivery of the Bonds
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and shall be for the equal benefit of all Holders of each respective
series of Bonds, provided however, that the statutory mortgage lien
in favor of the Holders of the Series 1987 A Bonds shall be senior

to the statutory mortgage lien in favor of the Holders of the
Series 1987 B Bonds.
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