
GREATER PAW PAW SANITARY DISTRICT 

Sewer Revenue Bonds, 
Series 1987 A and Series 1987 B 

S U P P L W N T A L  RESOLUTION 

SUPPLEMENTAL RESOLUTION PROVIDING AS TO 
PRINCIPAL AMOUNTS, DATES, MATURITIES, INTEREST 
RATES , PRINCIPAL PAYMENT SCHEDULES, SALE PRICES 
tzND OTHER TERMS OF THE SEWER REVENUE 3 0 N D S ,  
SERIES 1987 A AND SERIES 1987 B OF GRJXTER 
PAW PAW SANITARY DISTRICT; AUTHORIZING, 
APPROVING AND RATIFYIEG A LOAN AGREEKENT AND 
SUPPLEmENTAL LOAN AGREEM€NT RELATING TO SUCH 
BONDS AND THE SALE AND DELIVERY OF SUCH BONDS TO 
WEST VIRGINIA WATER DEVELOPMENT A U T H O R I R ;  
DESIGNATING A REGISTRAR, PAYIN6 AGENT AND 
DEPOSITORY BANK; AND MAKING OTHER PROVISIONS AS 
TO THE BONDS 

WHEREAS, the p u b l i c  service board (the “Governfng Body”) 
of Greater Paw Paw Sanitary District  ( t h e  t t I s suer”) ,  has duly  and 
o f f i c i a l l y  adopted a bond and notes  resolution, effective March 31, 
1987 ( the  “Bond Resolution”), e n t i t l e d :  

RESOLUTION AUTHORLZING THE ACQUISITION AiVD 
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,Q00,000 IN AGGREGATE PRINCIPAL 
MQUNT OF S E E R  REVENUE BONDS, SERIES 1987 A ,  
NOT MORE T W  $600,000 IN AGGREGATE PRINCIPAL 
AMOUNT OF SEWER REVENUE BONDS, SERIES 1987 B ,  
AX9 NOT MORE THAN $6,000,000 I N T E R I M  
CONSTRUCTION FINANCING, CONSISTING OF GRANT 
~ T I C Z P A T I O N  NOTES OR A LINE OF CREDIT EVIDENCED 
B Y  NOTES OR BOTB; P R O V I D I N G  FOR THE RIGHTS AND 
REMEDIES OF AND SECURITY FOR THE REGISTERED 
OWNERS OF SUCH BONDS AED NOTES; AUTHORIZING 
EXECUTION AM) DELIVERY OF A TRUST IXDENTURE 
SECURING THE NOTES,; APPROVING AND MTIFYING 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 TRERETO. 

WHEREAS, the Bond Resolution provides f o r  the issuance of 
Sewer Revenue Bonds of the Issuer ( t h e  "Bonds"), in an aggregate 
p r i n c i p a l  amount not to exceed $2,660,000, t o  be i s sued in two  
series, the Series 1987 A Bonds to be in an aggregate p r i n c i p a l  
amount of  not mote than $2,000,000 { t h e  ''Series 1987 A Bonds") and 
the Series 1987 B Bonds t o  be Tn an aggregate pr-lncipal amount of 
not more than $600,000 (the t'Series 1987 E Bonds"), and has 
authorfzed the execution and delivery of  a loan agreement relat ing 
to the Series 1987 A Bonds d a t e d  February 23, 1987, and a 
supplemental loan agreement r e l a t i n g  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 Virg in ia  Water Development Authority ( t h e  "Authority"), a l l  in 
accordance w i t h  West V i r g i n i a  Code, 1931, as amended, Chapter 16, 
Art ic l e  13A (the "Act"); and in the Bond Resolution it is provided 
t h a t  the exact p r i n c i p a l  amounts rcaturity d a t e s ,  interest rates, 
interest and p r i n c i p a l  payment dates, sa le  prices and other terms of 
the Bonds should be es tab l i shed  by a supplemental r e s o l u t i o n  
p e r t a i n i n g  to the Bonds; and t h a t  o the r  matters relating to the 
Bonds be h e r e i n  provided f o r ;  

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

WEREAS,  the Governing Body deems it essential and 
des irable  t h a t  t h i s  supplemental resolution ( t h e  "Supplemental 
Resolution") be adopted and that the Loan Agreement bo entered into 
and ratified by the Issuet, that t h e  exact  principal amounts, the  
prices, the maturity dates ,  t h e  redemptfon provis ions ,  the  interest 
sates and the interest and princ ipal  payment dates of the Bonds be 
f ixed  hereby in the manner stated herein, and t h a t  other matters 
relating to the Bonds be herein provided f o r ;  

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, t h i s  Supplemental Resolutfon is adopted and there are hereby 
authorized and ordered to be issued: 
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(A) The Sewer Revenue Bonds, Series 1987 A ,  of the 
Issuer, originally represented by a s i n g l e  Bond, numbered 
AR-1, i n  the p r i n c i p a l  amount of $1 ,548 ,258 .  The 
Series 1987 A 30nds shall be dated the date of delivery 
thereof, s h a l l  finally mature October 1, 2026, shall bear 
interest at the rate of 8.382 per annum, payable 
semiannually an April  1 and October 1 of each year, f irst  
interest payable October 1, 1987, shall be subject  to 
redemptlm upon the written cansent of the  Authority, and 
upon payment of the interest and redemption premium, if 
any, and otherwise in compliance w i t h  the Laan Agreement, 
as long as the Authority s h a l l  be the registered owner of 
the Series 1987 B Bonds, and s h a l l  be payable in 
installments of principal on October 1 of each of the 
years and in the amounts as sec f o r t h  in "Schedule X," 
attached thereto and t o  the Loan Agreement and 
incorporated therein by reference. 

(B) The Sewer Revenue Bonds, Series 1987 B ,  of the  
Issuer, or ig ina l ly  represented by a single Bond, numbered 
BR-A, in the principal  amount of $379,753.  The 
Series 1987 B Bonds shall be dared the date of delivery 
thereof, shall finally mature OcGober I ,  2026, shall be 
interest freet s h a l l  be subject to redemption upon the 
wricten consent of the Authority, and otherwise in 
compliance w i t h  the  Loan Agreement, as Song as the 
Author i ty  s h a l l  be the registered owner of the 
Series 1987 B Bonds, and s h a l l  be payable in installments 
of prfncipal on October 1 of each of she years and in the 
amounts as s e t  f o r t h  in "Schedule X," attached t h e r e t o  and 
to the Supplemental Loan Agreement and inco rpora t ed  
therein by reference. 

Section 2. A11 other  provisions r e l a t ing  to the Bonds 
and t he  t e x t  of the Bonds s h a l l  be in substantially the forms 
provided in the Bond Resolution. 

Section 3 .  The Issuer does hereby approve, accept and 
r a t i f y  the Loan Agreement, copies of which axe incorporated herein 
by reference, and the execution and delivery by the Chairman of the 
Loan Agreement, and the performance of the o b l i g a t i o n s  contalned 
t h e r e i n ,  on behalf of the Issuer are hereby ra t i f i ed  and approved. 
The price of the Bonds s h a l l  be lPOX 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 t o  be dated the date of delivery of 

I 
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t h e  Bonds, by and between the  Issuer and Kanawha Valley Bank, 
National Association, l n  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. 

S e c t l o n  5. The Issuer does hereby appoint and direct 
the West Virginia Municipal Bond Commission, Charleston, 
West Virginia, as Paying Ageat for the Bonds. 

Section 6. The Issuer does hereby appoint City 
National Bank of Faimont,  Faimont, West Virginia,  as Depository 
Bank under t h e  Bond Resolutfon. 

Section 7. Series 1987 A Bond Proceeds in the amount 
of $186,042 s h a l l  be deposited i n  the Series 1987 A Sinking Fund, as 
capitalized interest. 

Section 8 .  Serles 1987 k Bond proceeds in the amount 
of $136,141 and Series 1987 B Bond proceeds in the  amount of 59,994 
shall be d e p o s i t e d  i n  the Series  1987 A Bonds Reserve Account and 
t h e  Series 1987 B Bonds Reserve Account, respectively. 

Section 9 .  The Chairman and Secretary are hereby 
authorized and directed to execute and del iver such o t h e r  documents 
and certificates sequfred or des irable  in connection w i t h  the Bonds 
hereby and by the Bond Resolution approved and provided f a r ,  t o  t h e  
end that the Bonds may be delivered on or about A p r i l  7, 1987, to 
the Authority pursuant to t h e  Loan Agreement. 

Section IO. The financing of the Broject in part w i t h  
proceeds of the Bonds is in the public interest, serves a pub1f.c 
purpose of the  Issuer and w i l l  promote the h e a l t h ,  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 t he  funds 
and accounts establ i shed by the Bond Resolution in the West Virgfnia 
"Consolidated Fund," and therefore the  Issuer hereby dfrects the 
Depository Bank and the Paying Agent t o  take such actions as may be 
necessary to cause such moneys t e  be invested in the Censolidated 
Fund. 

Section 12.  The Issuer s h a l l  no t  permit at any time or 
times any of the proceeds of the Bonds ah any other funds of the 
Issuer to be used d irec t ly  or indirectly fn a manner which wouhd 
result in the exclusion of the Bonds from the  treatment afforded by 
Sectfon 103(a) of the Internal Revenue Code of 1986, as amended, and 
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any regulations promulgated thereunder (the "Code") , by reason of 
the classification of the Bonds as "prfvaee actZvity bonds" w i t h i n  
the meaning of the Code. It w i l l  take a l l  a c t i o n s  necessary t o  
comply with the Code and Treasury Regulations 20 be promulgated 
thereunder. 

Section 13. This Supplemental Resolution shal l  be 
effective immediately following adopt ion hereof. 

Adopted t h i s  31st day of March, 1987. 

GREATER PAW PAN SANITARY DISTRICT 

Chairman 

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

' 1  i ' l '  - - -  
i 
l o  SCHEDULE x 

DESCRIPTION OF LOCAL BONDS 

rn t e re s t  on t h e  Local Bonds is payable on A p r i l  1 and 
October L in each year ,  beginning w i t h  the first semi-annual 
interest  payment d a t e  after delivery of t h e  Local Bands t a  t h e  
Autherity, until the  Loca l  Bonds a t e  p a i d  in full, a t  the r a t e  
of 3-38 Principal of t h e  Local  Bonds i s  payable 
on Oczober 1 in each year as set forth on Exhibit 1 attached 
hereto  and incorporated here in  by reference. 

% p e r  annum. 

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

As of t h e  d a t e  of the Loan Agreement, the Local  Bands 
security fer payment to are subord inante  as to s o u r c e  of and 

the  following oblkgations: 
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WDA-Supp. 5X 
(Novernoer 1485) 

SCHEDULE X 
DESCRIPTION OF SUPPLEMENTAL BONDS 

Principdl Amount of S u p p l e m e n t a l  Bonds 

Flzrshase Price of Supplemental Bonds 

$ 379,753.00 -- 

;g 379,753.00 

P r i n c i p a l  of the Supplemental Rands is p a y a b l e  on 
Octuber P. in each year as set forth on Exhibit 1 attached 
h e r e t o  and incorporated h e r e i n  by reference. 

As oc' the d a t e  of the Supplemental L o a n  Agreenent,  the 
SuppLenental Bands a t e  s u b o r d i n a t e  as  t o  source of and security 
for payment t o  the following o b l i g a t i o n s ,  o t h e r  than the LscaP 
Bonds : 
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Registrar and held for the account of the Issuer. If any such Bond 
s h a l l  have matured or be about to mature, instead of issuing a 
subs t i tu te  Bond, the Issuer may pay the same, upon being indemniried 
as aforesaid, and if such Bond be lost, stolen or destroyed, without  
surrender thereof. 

Section 3.07. Bonds not t o  be Indebtedness of the Issuer. 
The Bonds shall n o t ,  in any event, be c o n s t i t u t e  an indebtedness 
of the Issuer n i t h f n  the meaning of any constitutional or statutory 
provision .or l i m i t a t i o n ,  but shal l  be payable solely from the Net 
Revenues derived from the operation of the System a5 herein 
provided. No holder or h o l d e r s  of any of the Bonds shall eves have 
the right to compel the exercise of the taxing power, if any, of the 
Issuer to pay the Bonds o r  the interest thereon. 

-- --I- 

SectPon 3.08. Bonds Secured & Pledge of Net Revenues; 
Series 1987  B Bonds to be Junior  and Subordinate to Series  1987 A 
Bands. The payment of the debt service of all tG Series 1 9 6 7  A 
Bonds s h a l l  be secured forthwith equally and ratably  with each 
o t h e r ,  by a f i r s t  l i e n  the Net Revenues derived from the System. 
The payment of the debt  service of a11 the Series 1987 B Bonds shall 
also be secured forthwith equally and ratably w i t h  each o the r  by a 
lien o n  the Net Revenues derived from the System, but j u n i o r  and 
subordinate t o  the lien on such N e t  Revenues in favor of the Holders 
of the Series  1987 A Bonds. Such Net Revenues in an amount 
sufficient to pap the principal of and interest on and other 
payments f o r  the Bonds and to make the payments into t h e  Sinking 
Funds, the Reserve Accounts there in  and the Renewal and Replacement 
Fund hereinafter establ i shed , are hereby irrevocably pledged t o  the 
payment o€  the principal  of and interest OR the Bonds as the smne 
become due. 

-- 
--- 

Section 3.09. Form of Original Bonds. The tex t  of the 
Bonds s h a l l  be in s u b s t a n t i a l l y  rhe followfng forms, with such 
omfsSionsS insertions and variations as may be necessary and 
desirable and authorized or permitted hereby, or by any Supplemental 
Resolution adopted prior to she issuance thereof: 

-- - 
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ARTXCZE VI 

BOND PROCEEDS; FUNDS AND ACCOUNTS 

Section 6.01. Appl icat ion of Bond Proceeds; Pledge  of 
Unexpended Bond Proceeds. From the moneys received from the sale of 
any or a l l  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, these 
shal l  f i rs t  be paid any and all borrowings by the Issuer made for 
the purpose of temporarily financing a portion of the C a s t s  a f  the 
Project ,  including in teres t  accrued thereon to the date of such 
payment. 

8. From the proceeds of the Series 1987 A Bonds, there 
s h a l l  next be  depos i ted  with the Commission in the Series 1987 A 
Bonds Sinking Fund, the amount, if any, spcckffed in the 
Supplemental Resolution as capi ta l ized interest ;  provided, t h a t  such 
amount may not exceed the amount necessary t o  pay interest on the 
Series 1987 A Bonds f a r  the period commencing OR the d a t e  of 
fssuance of the Bonds and ending 6 months after the estimated date 
of completion of construction of the P r o j e c t .  

C. Next, from the proceeds of the Series  1987 A Bonds, 
there s h a l l  be deposited with t h e  Commission in the  Series 1987 A 
Bonds Reserve Account and from the proceeds of the Series 1987 B 
Bonds, there shall be deposited w i t h  the Cornisston in the 
Serfes 1987 B Bonds Reserve Account t h e  respective sums, if any, s e t  
f o r t h  in the Supplemental Resolution for funding of the Rescsve 
Accounts . 

D. The remaining moneys derived from the sale of the 
Bonds shal l  be deposited with t h e  Depository Bank in the Bond 
Construction Truat Fund and appl ied  solely to payment of Costs of 
the Project in the manner s e t  forth in Section 6.02. 

E. The Depository Bank sha l l  a c t  as a trustee and 
fiducltary f o r  the Bondholder wlth respect Eo the Bond Construction 
Trust Fund and shall comply with all. requirements wfth respect t o  
the disposition of the Bond Construction Trust Fund set forth in the 
Bond L e g i s l a t h n  and, w i t h  t he  consent of the Authority, in the  
Indenture (if any). Honeys in t h e  Bond Constructfon Trust Fund 
shall be used solely t o  pay Costs  of the Project and untfl so 
expended, are hereby pledged as addftfonal security for the 
Serfes 1987 A Bonds, and thereafter for the Series 1987 3 Bonds. In 
the event t h a t  Notes are issued, the d ispos i t ion  of funds in t h e  
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Bonds Construction Trust Fund may be modified from t h a t  s e t  f o r t h  
herein, w i t h  the wrftten consent of the  Authority. 

Section 6 . 0 2 .  Disbursements From the Bond Construction 
Trust Fund. Payments f o r  C o s t s  of the Project shal l  be made 

--- 
-- - 
monthly.  

Disbursements from the Bond Construction Truse Fund, 
except f o r  the C Q S ~ S  of issuance of the Original  Bonds, which s h a l l  
be made upon request of the Issuer, shal l  be made only after 
submissfon t o  the  Depository Bank of a cer t i f i ca te ,  slgned by an 
Authorfzed Officer and the  Consulting Engineers, statfag: 

(A) That none of the items for which the payment is 
proposed t o  be made has formed the b a s i s  for  any 
disbursement theretofore made; 

(E) That each ftem f o r  which the payment is proposed 
to be made is or was necessary in connection w i t h  the 
Project and constitutes a Cost of t h e  Project; 

(C) That each of  such casts  has been othemise 
properly incurred; and 

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

In ca5e any contract provides f o r  the retention of a 
portion of the contract price, the Deposttory Bank s h a l l  disburse 
from the Bond Construction Trust Fund only the net amount remafning 
af ter  deduction of any such portion. A 1 2  payments made from the  
Bond Construction Trust Fund shal l  be presumed by the Depository 
Bank to be made f o r  the purposes s e t  forth fn s a i d  cer t i f i ca te ,  and 
the Depositary Bank shall not be  required t o  monitor the appl icat ion 
of disbursements from the Bond Construction Trust Fund. The 
Consulting Engineers shall from time t o  t i m e  f i l e  w i t h  the 
Depositary Hank writ ten statements advising the Depository Bank of 
its then authorized representative. 

Pending such applicatfon, moneys in the Bond Construction 
Trust Fund, including any accounts therefn, s h a l l  be invested and 
reinvested 5n Qualified Investments at the direction of t h e  Issuer. 

ASter completion of the P r o j e c t ,  as certified by the 
Consulting Engineers, the Depository Bank s h a l l  transfer any moneys 
remaining in the Bond Construction Trust Fund to the Set l ea  1987 A 
Bonds Reserve Account, and when f u l l y  funded t o  the Series 1987 B 
Bonds Reserve Account, and when both Reserve Accounts a t e  fully 
funded, s h a l l  return such remaining moneys t~ the Issuer for deposit  

0 
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in the Revenue Fund. The Issuer shall thereafter, apply such moneys 
in full, first to the next ensufng interest  payments, if anyl due on 
the respective Series of Bonds and thereafter to the next ensuing 
prtncipal payments due thereon. 
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ARTICLE VI1 

ADDITIONAL COVENANTS OF THE ISSUER 

Section 7.01. General Covenants of the Issuer. A l l  the 
covenants ,  agreements and provisions o f  t h i s  Bond Legislation shall 
be and constitute valid and l e g a l l y  binding covenants of t h e  Issuer 
and shall be enforceable in any court of competent jur isdict ion by 
any Holder or Holders of t h e  Bonds. In a d d i t i o n  ta the other 
covenants, agreements and provisfons of thfs  Bond Legfslarion, the 
Issuer hereby covenants and agrees w i t h  the Holders of the Bonds as  
hereinafter provided in t h i s  Article V T I .  All such covenants, 
agreements and psovtsfons s h a l l  be irrevocable, except as provided 
herein, as long as any of said Bonds ar the interest thereon  is 
Outstanding and unpaid. 

-- 

Until the payment in full of the principal  of and interest 
on t h e  Notes when due, and t o  the extent they do not materially 
adversely a f f e c t  Bondholders, the covenants, agreements and 
provisions contained in t h i s  Band Legi s la t ion  shall, where 
appl i cab le ,  also inure to the  benef i t  of the  Holders of the Notes 
and the  Trustee therefor and constitute valid and l e g a l l y  binding  
covenants of the Issuer, enforceable in any court of competent 
j u r i s d f c t i o n  by the Trustee or any Holder or Holders of s a i d  Notes 
as prescribed in the  Indenture; provfded, that Section 7.04 and 
Section 7.09 s h a l l  not  be applFed to the Notes. 

e 

Section 7.02. Bonds and Notes not t o  be fndebtedness of 
the Issuer. Neither the Bonds nor  the Notes shall be or consticure 

-----I 

- 
an indebtedness of the Issuer withfa the meaning of any 
constitutional, statutory or charter l i m i t a t i o n  of fndebtedness, bur 
s h a l l  be payable s o l e l y  from the funds pledged for such payment by 
this Bond Legislatimi. No Holder or Holders of any Bonds or Notes, 
s h a l l  ever have the right to compel t h e  exercise Qf the taxing 
power, if any, of the Issuer to pay said Bonds or Notes or the 
interest thereon.  

Section 7.03. Bonds Secured & Pledge of E Revenues. 
The payment of the debt service of the Series 1987 A Bonds issued 

- 
hereunder s h a l l  be secured farthwfth equally and ratably by a f i r s t  
l i e n  on the Nee Revenues derived from the operat ion  of the System 
and paymenc of the debt service of the Sertes 1987 B Bonds issued 
hereunder shal l  be secured forthwith equally and ratably by a l i e n  
on said Met Revenues, but such l i e n  s h a l l  be funfor and subordinate 
to the l i e n  o n  said Net Revenues i n  favor of the Holders of the 
Series 1987  A Eonds. The revenues derived from the System, in an 
amount sufficfent to pay the pr inc ipal  of and interest OR t he  Bonds 
and t o  make the  payments i n to  the Sinking Funds, Including the 
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Reserve Accounts therein, and all other payments provided for in the 
Bend Legislation are hereby irrevocably pledged,  in the manner 
provided herein, t o  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 Legis lat ion.  

S e c t h n  7.04. I n i t i a l  Schedule of Rates and Charges. The 
i n i t f a l  schedule o f  rates and charges for the services and 
f a c i l i t i e s  of the  System shall be as s e t  forth and approved and 
described i n  the Order of t h e  Pub l i c  Sewice Commission of 
West Vfrgfnia entered March 30, 1987 (Case No. 86-026-S-CX). 

--- 

Section 7.05.  Sale. of the Svstem. The System map 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 s h a l l  be sufficient tu pay fu l ly  all the Bonds and Notes, 
if any, Outstanding, or t o  effectfvely defease t h i s  Resolution l a  
accordance w i t h  Section 10.01 hereof and, if entered i n t o  and not 
previously defeased,  the Indenture in accordance with Section 8 . 0 1  
thereof The proceeds from any such s a l e ,  mortgage, lease or other 
d i s p o s i t i o n  of the System shall, with respect to the Bonds, 
Immediately be r e m i t t e d  t o  the Conrmfssion for d e p o s i t  in the Sink ing  
Funds, and, with the wrltten permission of t h e  A u t h o r i t y ,  or in the 
event the Authority is ne longer a Bondholder, the Issuer s h a l l  
direct the  Commission to apply such proceeds to the payment of 
p r i n c i p a l  at maturity of and interest OR the Bonds. Any balance 
remaining after the payment of a l l  t h e  Bonds and interest thereon 
s h a l l  be remitted t o  the Issuer by the Commission unless necessary 
for t h e  payment of other ob l iga t ions  of the Issuer payable QUIZ 0 5  
the revenues of  the System. With respect to the Notes, such 
proceeds in an amount sufficient te pay the Notes In f u l l  shall be 
applied to the p a y e n t  of the Notes, either at maturity or, if 
allowable under the Supplemental Resolution or Indenture, prior 
thereto. 

---I 

The foregotrig provision notwithstandfng, the Issuer shall 
have and hereby reserves the right to s e l l ,  Lease or otherwise 
dispose  of any of the property camprising a part of t h e  System 
herefnafter determined in the manner provided herein to be no longer 
necessary, useful or profitable in the operation t h e r e o f .  P r i o r  to 
any such sale, l e a s e  or other disposition of such property, if the 
amount t o  be received therefor, together wfth a l l  o t h e r  amounts 
received during t h e  same Fiscal Year for such safes ,  leases or other 
dispositions of such properties, is not in excess of $10,000, the 
Issuer s h a l l ,  by reso lut ion,  determine that such property comprising 
a parr  of the System is no longer necessary, useful or p t o f f t a b l e  in 
t h e  operation thereof and may then provide for the sale of such 
property. The proceeds of any such sale s h a l l  be deposited in the 
Renewal and Replacement Fund. If the amount t o  be recetved from 



such sale, lease or other disposition of sa id  property, together 
with a l l  ocher amounts received during the  same Ftscal Year for  such 
sales, leases or other dfspositions of such propert ies ,  shall be in 
excess of $10,000 but not in excess of $50,000, the Issuer s h a l l  
first, determine upon consultation d t h  the Consulting Engineers 
t h a t  such property comprising 8 part of the System is no longer 
necessary, useful or prof i tab le  in the operation thereof and may 
t h e n ,  if it be sa advised, by resolution duly adopted, authorhe 
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 durfng such Ffscal Year in 
excess of 510,000 and no t  In excess  of $50,000, sha l l  w i t h  the 
written consent of the Authority, be remitted by the Issuer to the  
Commission f o r  deposit  i n  the SfnkPng Fund and $ha l l  be appLtPed only 
to the purchase of Bonds of the last maturities then Outstanding a t  
prices n o t  greater than the par value thereof plus 3X of such par 
value or otherwise .  Such p a p e n t  of such proceeds f n t o  the  Sinking 
Fund or the  Renewal and Replacement Fund shall not reduce the 
amounts required to be paid into said funds by other provisfons o f  
t h i s  Bond Legis lat ion.  No sale, lease or other disposition of the 
properties  of the System s h a l l  be made by the Issuer if the proceeds 
to be derived therefrom, together w i t h  a11 other amounts received 
during t h e  same Fiscal Year for such sales. l e a s e s ,  or other 
d i s p o s i t i o n s  of such p r o p e r t h s ,  shal l  be in excess of $50,000 and 
insufficient t o  pay a l l  Bonds then Outstanding without the prior 
approval and consent in t r r t t ing of the Holders, or t he i r  duly 
authorized representatives, of over 50X in amount of the Bonds then 
Outstanding and the Cansulting Engfneers. The Issuer shall prepare 
the form of such approval and consent f o r  executfm by the  t hen  
Holders of the Bonds for t h e  disposit ion of the proceeds of the 
sale, l ease  or o t h e r  disposition of such psopertfes  of the  System. 

e 

Section 7.06. Issuance of Other Obligations Payable aut 
o f  Revenues and General Covenant Agalnst Encumbrances. Except as 
provided in this Section 7 - 0 6  and in Section 7.07 B, the Issues 
shall not issue any obfigatlons whatsoever with a l i e n  o n  or 
crthemdse payable from any source of payment pledged originally t o  
she Notes issued under the fndenture or supplemental r e s o l u t i o n  
p r i o r  t o  or on a p a r i t y  with the l i e n  on behalf  of such Notes until 
such Notes have been defeased in accordance wtth the provisfons of 
t h e  Indenture and the Bond Legislation; and, so long  as any of the 
Bonds are Outstanding, the Issuer s h a l l  not i s sue  any other 
obligations whatsoever payable from the revenues of the  System which 
rank prior to, bf equally, as to lfen on and source of and security 
for payment from such revenues w3th the Bonds; provided,  however, 
that addi t tona l  Bonds on a par i ty  w i t h  the Series 1987 B Bonds only 
may be issued as provided for  in Section 7.07 hereof.  All 
obligations i ssued by the lssuer a f t e r  the issuance of  the Bonds and 
payable from the revenues O €  the System, except such addit ional  

-- 
- - 
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parity Bonds, shall contain an express statement that such 
obligations are j u n i o r  and subordinate, as to l i e n  on and source of 
and security for  payment from such revenues and in a l l  other 
respects, to the Series 1987 A Bonds and the Series 1987 B Bands; 
provfded, that no such subordinate obligations shall be issued 
unless a l l  payments required t o  be made into the Reserve Accounts 
and the Renewal and Replacement Fund a t  the time of the issuance of 
such subordinate obligations have been made and ate  current. 

Except as provided above, the Issues shall not  create, or 
cause or permit to be created, any debt, l i e n ,  pledge,  assignment, 
encumbrance or any other charge having p r f o r i t y  over or being on a 
parity with the l i e n  of the Bonds, and the i n t e r e s t  thereon, uFon 
any of the income and revenues of the System pledged f a r  payment of 
the  Bonds and the interest thereon i n  t h i s  Bond Legislation, or upon 
the System or any part thereof .  

S e c t i o n  7.07. Parity Bonds. A. NQ Pari ty  Bonds, payable 
our of the revenues of t h e  System, shall be issued after the 
issuance of any Bonds pursuant to t h i s  Bond Legislation, except 
under the conditions and in the manner herein provided. 

All Parity Bonds issued hereunder shall be on a par i ty  i n  
all respects wtth the Series 1987 3 Bonds. No Parity Bonds shall be 
issued which shall be payable out  of the revenues of the System on a 
par i ty  with t h e  Series 1987 A Bonds, unless t h e  Series 1987 B Bonds 
are no longer outstanding. 

No such Partty Bonds shall be issued except for the 
purpose of financing the c o s t s  of the construction or acqui s i t ion  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 shal l  be fssued at any t i m e ,  however, 
unless there has been procured and ffled with the Secretary a 
wsrtren statement by the Independent Certified Public Accountants, 
based upon the  necessary investigation and cert i f icat ion by the 
Consulting Engineera, rec i t ing  the  conclusion that the Net Revenues 
actual ly  der ived,  subject to the adjustments hereinafter provided 
for, from the System during any 12 consecutive months, wFthin the 
18 months inmediately preceding the date Qf the actual issuance of 
such Parity Bonds, p l u s  the estimated average increased annual Net 
Revenues t o  be received in each of the 3 succeeding years after the 
completion of the improvements t o  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 Peat for 
p r i n c i p a l  of and interest on t h e  following: 
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(A) The Bonds then Outstanding; 

( B )  Any Parity Bonds theretofore issued pursuant to 
che provisions contained fn t h i s  Resolutfon then 
Outstanding; and 

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

The "estimated average increased annual Net Revenues eo be 
receLved in each of the 3 succeeding years," as that term is used in 
the computation provided i n  the above paragraph, sha l l  refer only t o  
the increased Net Revenues estimated to be derived from (a) the 
lmprowements to be fhanced  by such Parfty Bonds and (b) any 
increase in rates adopted by the Issuer and approved by the Public 
Service ComPssion of West Virginia,  the per iod  for  appeal of which 
has expired p r i o r  to t h e  date of delfvesy of such P a r i t y  Bonds, and 
s h a l l  not exceed the amount to be stated in a certTficate of the  
Consulting Engineers, which shal l  be filed in the  o f f i c e  of the 
Secretary p r i o r  E Q  the issuance o f  such Parity Bonds. 

The Net Revenues actually derived from the  System during 
the 12-consecutive-month per iod  hereinabove referred to may be 
adjusted by adding to such Net Revenues such addit ional  Net Reven-tles 
which would have been received, in the opfnion of t h e  Consulting 
Engineers and the said Independent Cert i f ied Public Accountants * as 
s t a t e d  in a c e r t i f i c a t e  j a i n t l y  made and sfgned by the Consultfng 
Engfneers and said Independent Certiffed Public Accountants, QTI 

account of increased rates, rentals, fees and charges far the System 
adopted by the Issuer, the per iod f o r  appeal of which has expired 
prior to fssuance of such Parity Bonds. 

Not later than simultaneously with the delivery of such 
Parity Bonds, the Issuer s h a l l  have entered i n t o  written contracts 
f o r  the immediate conscructian or acquisition of such a d d i t l m s ,  
bertements or ~ I I I ~ ~ Q V ~ I I ~ E ~ ~ S ,  ff any, t o  the System tha t  are t o  be 
financed by such P a r f t y  Bonds. 

AT1 covenants and other provisions of thfs Bond 
LegPslation (except a3 to details of such Parfcy Bonds inconsis tent  
herewith) s h a l l  be f o r  the equal benefit, protection and sccurfty of 
the  Holders of the Bonds and the Holders of any Pari ty  Bonds 
subsequently i s sued from time to time within the l i m i t a t i o n s  of and 
in compliance with t h l s  section. Bands Qf each serfes, regardless 
of the time or times of their issuance, s h a l l  rank equally with 
respect to t h e i r  l i e n  on t h e  revenues of the System and their source 
of and seeurtty for payment from said revenues, without preference 
of any Bond of one series over any other Bond of the same series. 
The Issuer sha l l  comply f u l l y  with a l l  the increased payments i n t o  
the various funds and accounts created in t h i s  Bond Legislation 



1 -  

required far and OR account of such Pari ty  Bonds, in addition to the 
payments required for Bonds theretofore issued pursuant to this Band 
Legislation. 

All Par i ty  Bonds shall mature on the day of the years of 
maturities, and the semiannual interest therean shal l  be payable on 
the days of each year, spec i f ied  in a Supplemental Resolution. 

Pari ty  Bonds s h a l l  not be deemed t o  include bonds, notes,  
certif fcates ~f other obligations subsequently i s sued , the l i e n  of 
which on the  revenues of the System is subject to the  prior and 
superior l i e n s  of the Series 1987 A Bonds and the Serfes  1987 B 
Bonds on such revenues. The Issuer s h a l l  not issue any obligatfons 
whatsoever payable from the revenues of the  System, or any part 
thereof, which rank p r i o r  to or, except in the manner and under the 
condft-lons provided Pn th is  sectfon, equally, as to l i e n  on and 
saurce of and security f o r  payment from such revenues, w i t h  the 
Series 1987 A Bonds or the Serfes 1987 B Bonds. 

No P a r i t y  Bonds sha l l  be issued any time, however, unless 
a l l  the payments i n t o  the respective funds and accounts provided for 
in t h i s  Bond Legislation w i t h  respect to the Bonds then Outstanding, 
and any other payments ptovfded f o r  in t h i s  Bond Legis la t ion ,  shall 
have been made i n  full as required to the  d a t e  of de l ivery  of such 
P a r f t y  Bonds, and the Issuer shal l  then be in full compliance w i t h  
a l l  the covenants, agreements and terms of t h i s  Bond Legislation. 

0 

E. Notwithstanding the foregoing, or any provision o f  
Section 7.06 to the contrary,  additional Bonds may be issued s o l e l y  
for the purpose of completing the  Preject as described in the 
appl icat ion to the  Author i ty  submitted as of the date of the Loan 
Agreement without regard to the restrictions s e t  f o r t h  in t h f s  
Section 7 . 0 7 ,  if there is f P r s t  obtained by the Issuer the written 
consent of the Authority to the Issuance of bonds an 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 s h a l l  b e  made a5 a l l  transactions 
relating t a  the System, and any Holder of a Bond o r  Bonds or of a 
Note or Notes issued pursuant to t h i s  Bond Legislation or the 
Trustee s h a l l  have the right a t  a l l  reasonable tfrnes to inspect the 
System and all parts thereof and ah1 records, accounts and data of 
t he  Issuer relating thereto.  

_I_- 

The accounting system f o r  the System shall follow current 
generally accepted accounting pr inc ip le s  and safeguards t o  the 
extent allowed and as prescribed by t he  Public Service Commission of 

a 
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West Virginia. Separate c o n t r o l  accounting records shall be 
mafntained by the Issuer. Subsidiary records as may be required 
s h a l l  be kept in the  manner and on the forms, books and o the r  
bookkeeping records as prescribed by the  Governing Bady. The 
Governfng Body shal l  prescribe and institute the manner by which 
subsidiary records of  the accounting system which may be i n s t a l l e d  
remote from the di rec t  supervision sf the Governing Body s h a l l  be 
reported to such agent of t h e  Issuer as the 6ovesnfng Body s h a l l  
d i r e c t .  

The Issuer shall file with the Consulting Engineers, the 
Trustee and t h e  Authority, or any other original purchaser of the 
Bondsl and s h a l l  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 followfng: 

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 a l l  deposits in all 
the funds and accounts provided f o r  in t h i s  Bond Legislatfoa and the 
Indenture with respect t o  said Bonds or Notes, as t h e  case may be, 
and t h e  s t a t u s  of all sa id  funds and accounts. 

0 

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

The Issuer shall also, a t  Peast once a year, cause the 
books, records and accounts of  the System to be  audited by 
Tadependent Certified Public  Accountants and shal l  mail upon 
request, and make available generally, the report of said 
Independent Cert i f i ed  PubLfc Accountants, or a summary thereof ,  to 
any Holder or Holders of Bonds or Notes, as the case may be, and 
shal l  file s a i d  report with the Trustee and the Authority, ar any 
other orfginal purchases of  t h e  Bonds. 

S e c t i o n  7.09. Rates. Equitable rates or charges fo r  the 
use of and service rendered by the System have been established all 
fn the manner and form required by law, and cop ies  of such rates and 
charges 50 e s t a b l i s h e d  will be continuously on fAle with the 
Secretary, which copies will be open to inspection by a l l  interested 
parties.  The schedule of rates and charges shall at all times be 
adequate to produce Gross Revenues from sald System sufficient to 
pay Operating Expenses and to make the prescribed payments i n t o  the 
funds created hereunder. Such schedule of rates and charges s h a l l  
be changed and readjusted whenever necessary so t h a t  the aggregate 
of the rates and charges will be sufficLent for such purposes. In 
order t o  assure f u l l  and continuous performance of th i s  covenant, 

- 

0 
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w i t h  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 cime fn 
effect s h a l l  be s u f f i c i e n t ,  together w i t h  other revenues o f  the 
System (i) to provide for a l l  reasonable expenses of operatton, 
repair and mafntenance of the  System and (ii) t o  leave a balance 
each year equal t o  at Teas-the maximum mount required in 
any year for payment a€  principal  of and interest on the Bonds and 
all other  obligations secured by or payable from such revenues prior 
to or on a p a r i t y  with the Bonds; provided t h a t ,  in the event that 
an amounts equal to or in excess of the Reserve Requirements are on 
d e p o s i t  respectively in the Reserve Accounts and reserve accounts 
f a r  bonds p r i o r  to or on a parity w i t h  the Honds are funded at least 
at the requirement therefor, such balance each year need o n l y  equal 
at l e a s t  110% of the maximum amount required fn any year f o r  payment 
of p r i n c i p a l  of and intetest on the Bonds a d  a l l  other obl igat ions  
secured by or payable f rom such revenues p r i o r  to or on a parity 
with t he  Bonds. 

- 

Section 7.10, Op eratins Budget and Audit. The Issuer 
shall annually, at l east  45 days preceding the beginning of each 
Fisca l  Year, prepare and adopt by r e s o l u t i o n  a detailed, balanced 
budget of t h e  e s t h a t e d  expenditures f a t  operation and malntenance 
of the System during the succeeding Fiscal Pear. No expenditures 
for the operation and malntenance of the System shall be made in any 
Fiscal Year in excess of the amounts provided therefor in such 
budget without a w r i t t e n  f i n d i n g  and recommendation by the 
Consulting Engineers, which f i n d i n g  and recommendation shall. s t a t e  
in detail the purpose of and necessity f o r  such increased 
expenditures f o r  the operation and mafntenance of the System, and no 
such increased expenditures shall be made until the Issuer shall 
have approved such f fnd fng  and recommendation by a resolution duly 
adopted. No increased expenditures i n  excess of  102 of t h e  amount 
of such budget shall be made except upon the further cert i f icate  of 
the Consulting Engineers t h a t  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 f o r  operation and maintenance ta 
the Trustee and the  Authority and to any Holder of any Bonds or 
Notes, as the  case may be, who sha l l  file h i s  or her address with 
the Issuer and request fn w r i t i n g  t h a t  copies  of all such budgets 
and resolutions be furnished him or her  and shal l  make avaflable 
such budgets and a l l  resolutions authorizing increased expenditures 
€or operation and maintenance of the  System at all reasonable times 
to the Trustee and t o  any Holder of any Bonds or Notes, as the case 
may be, 01: anyone acting for and in behalf  of such Holder of any 
Bonds or Notes,  aa the  case may be. 0 
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In addit ion,  the Issuer shall annually cauge the records 
of the  System to be audited by an independent certified p u b l i c  
accountant, the  repast of which audit shall be submitted to the 
Authority and which audit report sha l l  include a statement that  the 
Issuer is in compliance w i t h  the terms and provfsions of this Bond 
Legislation and the Loan Agreement. 

Sect ion 7.11. No CompetfnP; Franchise. To the  extent 
legally allowable, t h e  Pasuer w i l l  not  grant  or cause, consent t a  or 
allow t h e  granting of, any franchise or permit to any person, firm, 
corporation, body, agency or instrumentality whatsoever f o r  the 
providing o€ any services which would compete with services provided 
by the System. 

Section 7 . 2 2 .  Enfatcement of Col lect ions .  The Issuer 
will d i l i g e n t l y  enforce and c o l l e c t a l l  fees, rentah or other 
charges f o r  the services and faclliries of the System, and take a l l  
steps, actlons and proceedings fo r  the enforcement and collection of 
such fees,  rentals or ather charges which Shall became d e l h q u e n t  t o  
the  f u l l  extent permitted or authorized by the A c t ,  t h e  ru les  of the 
Issuer, the rules  and regulations of the P u b l i c  Service Commission 
of West Virgfnia and other laws of t h e  S t a t e  of West Virginia.  

0 
Whenever any fees, rates, rentals or other charges for the 

services and facFLities of the S y s t e m  shal l  remain unpaid for a 
period o €  30 days after the same shall become due and payable,  t h e  
property and the owner thereof, a s  well as the  user of t h e  services 
and f a c i l i t i e s ,  shal l  be delinquent until such time as a l l  such 
rates and charges a t e  f u l l y  p a i d .  To the extent authorized by the 
laws of the State  and the rules and regulat ions  of the Publ ic  
Service Commission of West Virginia ,  rates, rentals and other 
charges, if not p a i d ,  when due, shall become a l i e n  on the premises 
served by the System. The Issuer further covenants and agrees that, 
it w i l l ,  to t h e  f u l l  extent permitted by law and the rules and 
regulations promulgated by the Publ ic  Servfce Commission of 
West Virginfa, discontinue and shut off the services of the  System 
and any servfees and f a c i l i t i e s  of the water system, ff so awned by 
the Issuer, to all users of the services o f  the System delinquent in 
payment a €  charges fo r  t h e  services of the  System and will not  
restore such services of either system u n t i l  all delinquent charges 
f o r  the services of  the System, plus reasonable interest  and penalty 
charges f o r  the restoration of  service, have been f u l l y  pa id  and 
shall take all Eureher a c t i o n s  to enforce collections to the  maximum 
extent  permitted by law. 

1 .  Section 7.13. No Free S e n i c e s .  The Issuer will not  
render ar cause to be rendered any free serv ices  of any nature by 
the System, nor will any preferential sates  be e s t a b l i s h e d  for users 
of the same class; and in the event the Issuer. or any department, 

54. 



1 

agency, instrumentality, o f f i c e r  or employee of the Issuer shall 
avail i t s e l f  or themselves of the facilities or setvices Qtovfded by 
the System, or arty part thereof, the Same rates, fees or charges 
applicable t o  other customers receiving like servfces under sfmflat 
circumstances shall be charged the Issuer and any such department, 
agency, instrumentality, officer or employee. The revenues so 
received shal l  be deemed to be revenues derived from the operation 
of the  System, and shall be d e p o s i t e d  and accounted for fn the same 
manner as other revenues derived from such operation of the System. 

Section 7.14 .  Insurance and Constructfoa Bonds. A. The 
Issuer hereby covenants and agrees that so l ong  as any of the Bonds 
or the Notes remain Outstanding, the Issuer w i l l ,  as an Operatfng 
Expense, prucure, carry and maintain insurance w i t h  a reputable 
insurance carrier or carrfers as is customarily covered with respect 
t o  works and properties  similar t o  the S y s t e m .  Such insurance shall 
initially cover the following r i s k s  and be in the following amounts: 

- 

(A) FIRE, LIGHTYING, V m A L I S M ,  ?IsALICIOUS HISCWLEF 
AND EXTENDED COVERAGE INSURANCE, on a l l  above-ground 
insurable p o r t f o n s  of the System in an amount equal t o  the  
actual  c o s t  thereof .  In time of war the Issuer w i l l  also 
c a r r y  and mafntain insurance to the extent available 
against  the risks and hazards of war. The proceeds of a l l  
such insurance p o l i c i e s  shall be placed in the Renewal and 
Replacement Fund and used only f o r  the repairs  and 
restoration of the damaged or destroyed properties ~f fo r  
the other purposes provided herein for said Renewal and 
Replacement Fund. The Issuer will. i t s e l f ,  or wtll require 
each contractor and subcontractor to, obtain and maintain 
buflder's risk insurance (ffre and extended coverage) t o  
protect the interests of the Issuer during construction of 
the  Project in t h e  full insurable value thereof. 

(B) PUBLIC LIABILITY INSURANCE, with limits of not 
less than $l,OOO,OOO per occurrence to protec t  the Issuer 
from claims for  bodily injury and/or death and not less 
t h a n  $100,000 p e r  occurrence from claims f o r  damage t o  
property of others which may arise from the aperation of 
the System, and insurance w i t h  the same l h i t s  to protect 
the Issuer from claims arising out ef 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 30NDS, such bonds t o  be in the amounts of LOOZ 
of the construction c o n t r a c t  and to be required of each 
contractor contracting direct ly  wfth the Issuer, and such 
payment bonds will be  f i l e d  with the Clerk of The County 
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C m i s s f o n  of the County fn which such work is t o  be 
performed prior t o  commencement of eonstructfon 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 c o s t  t o  the Issuer. 

B. The Issuer shall also require a l l  contractors engaged 
in the construction of the P r o j e c t  to carry such worker's 
compensation caverage f o r  a l l  employees working on the Project and 
p u b l i c  l i a b i l f t y  fnsuraace. vehicular l i a b i l i t y  insurance and 
property damage insurance in amounts adequate for such purposes and 
as is customarily carried with respect to works and properties 
simiLar t o  the Pro jec t .  

Section 7.15. Mandatory Connections. The mandatory use 
Q €  the System is essential and necessary for the pro tec t ion  and 
preservatfon of the p u b l i c  h e a l t h ,  camf or f  , safety ,  convenience and 
welfare of the  inhabitants and residents of, and t h e  economy of, the 
Issuer and fa order to assure t h e  rendering harmless of sewage and 
water-borne waste matter produced or a r i s i n g  w i t h i n  the territory 
served by the  System. Accordingly, every owner, tenant or occupant 
of any house, dwellfng or b u i l d i n g  located near the  System, where 
sewage will flow by gravity of be transported by such other methods 
approved by she State  Department of Health from such house, dwelling 
or b u i l d i n g  i n t o  the System,  t o  the extent permitted by t h e  l a w s  of 
t h e  State and the rules and regulations of the Public Servfce 
Commission of West Virginia, shal l  connect wtth and use the System 
and s h a l l  cease the use of a11 o the r  means for the collection, 
treatment and disposal  of sewage and waste  matters €ram such house, 
dwellfng or b u i l d h g  where these is such gravity flow or  
transportation by such other method approved by the Stare Department 
of Health and such house, dwelling or b u i l d i n g  can be adequately 
served by the System, and every such owner, tenant occupant 
shall, after a 30 day notfee of the availability of the System, pay 
t he  rates and charges established therefor. 

Any such house, dwelling or bui ld ing  from which emanates 
sewage o r  water-borne waste matter and which is not so  connected 
with the System Ps hereby declared and found to be a hazard t o  the 
h e a l t h ,  safety, comfort and welfare of the inhabitants of the Issuer 
and a public nuisance which shal l  be abated to the  extent permitted 
by law and as promptly as p o s s i b l e  by proceedings in a court of 
compe rent j u s i s d  fct lon . 
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Section 7 . 1 6 .  Completion of  Project. The Issuer w i l l  
complete the P r o j e c t  and operate a n r m a i n t a h  t h e  System in good 
condition. 

Section 7.17 .  Tax Covenants. The Issuer hereby further 
I_ 

covenants and agrees as follows: 

A, PRIVATE BUSINESS USE LIMITATION. The Issuer shall 
assure t h a t  ( 5 )  n o t  in excess of 102 of the Net Proceeds of the 
Bonds is used for  Private Business Use if, in addi t ion ,  the payment 
a€ mote than LOX of the principal or 10% of the interest due on the 
Bonds during the term the reo f  is, under the terms of the Bonds 01: 
any underlyfng arrangement, d i r e c t l y  or indirectly, secured by any 
in teres t  in property used or to be used for a Private Business Use 
or in payments Tn respect of property used or t o  be used for a 
Private Business Use or fs to be derived from p a p e n t s l  whether or 
no t  to the Issuer, in respect of property or borrowed money used or 
to be used f o r  a Private Business Use; and (ii] and that, in the 
event t h a t  both (A) in excess of 5% of t h e  Net Proceeds of the Bonds 
a r e  used for a Private Business Use, and (B) an amount in excess of 
52 o f  the p r i n c i p a l  .or 52 of the interest due on the Bonds during 
the term t he reo f  is, under the terms of the Bonds ~f any underlying 
arrangement, d i r e c t l y  or indirectly, secured by any interest in 
property used or to be used €or said Private Business Use or id 
payments in respect of property used or to be used f o r  s a i d  Prfvate 
Business Use or I s  to be derived from payments, whether ~r n o t  to 
the Issuer, in respect of property or borrowed money used or to be 
used far said Private Business Use, then said excess o v e r  said 5Z of 
Net Proceeds of the Bonds used f o r  a Private Business Use s h a l l  be 
used for a Private Business Use related to the governmental use of 
the  Project .  

B. PRIVATE LOAN LIMITATION. The Issuer s h a l l  assure 
that  not in excess of the  lesser of 5 %  of the Net Proceeds of the 
Bonds are used, directly or Indirectly, to make or f h a n c e  a loan 
(other than loans cons t i tu t ing  Nonpurpose Investments) to persons 
other than szate or l o c a l  government u n i t s .  

C. FEDERAL GUARANTEE PROHIBITION. The Issuer shall not 
take any action or permit or suffer any action to be taken if the 
result  of the same would be t o  cause the Bonds t o  b e  "federally 
guaranteed" w i t h i n  the  meaning of Section 149(b) of the  Code and 
Regulatfons promulgated thereunder. 

Section 7.18. Statutory Xortqage Lien. For the further 
protection of t h e  Holders of the Bonds, a statutory mortgage lien 
upon t h e  Syscem is granted and created by the Act, which statutory 
mortgage lien is hereby recognized and declared to be valSd and 
binding ,  shall. take effect immediately upon delivery of the Bonds 
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and shall be f o r  the equal b e n e f i t  of all Holders of each respective 
series of Bonds, provided however, that the statutory mortgage l i e n  
in favor of the Holders of the  Series 1987 A Bonds s h a l l  be senior 
t o  t h e  statutory mortgage l i e n  in favor of. the Holders of the 
Series 1987 B Bonds. 


