A RESOLUTION OF THE TOWN OF AMHERST, VIRGINIA
AUTHORIZING THE ISSUANCE AND SALE OF A
$3,017,000 GENERAL OBLIGATION SEWER REVENUE BOND, SERIES 2019 AND
PROVIDING FOR THE FORM, DETAILS AND PAYMENT THEREOF

WHEREAS, the Town of Ambherst, Virginia (the “Town’) is authorized to acquire,
construct, operate and maintain sewer systems in the Town (the “System”); and

WHEREAS, the Town is authorized pursuant to the Public Finance Act, Chapter 26 of
Title 15.2 of the Code of Virginia of 1950, as amended (the “Act) to borrow money and to
issue its general obligation sewer revenue bond to pay all or part of the cost of the System; and

WHEREAS, the Town previously authorized and built a sewer system to serve residents
of the Town and financed a portion of the cost of such system through the issuance, sale and
award of the Prior Bond (as hereafter defined); and

WHEREAS, the resolution under which the Prior Bond was issued (the *“Prior
Resolution”) provided for the issuance of additional bonds upon certain terms and under certain
circumstances as set forth therein; and

WHEREAS, the Town is not in default in the payment of principal of or interest on the
Prior Bond or in the performance of any of the covenants, conditions, agreements or provisions
contained in the Prior Resolution, and, within the limitations of the Prior Resolution, the Town is
authorized to issue additional bonds (the “Additional Bonds™) secured on parity with the Prior
Bond as to the pledge of the revenues of the System (as hereafter defined); and

WHEREAS, the Town Council of the Town (the “Town Council’) has determined to
improve the System located in the Town and that to do so it is necessary to issue its General
Obligation Sewer Revenue Bond, Series 2019 (the *“Series 2019 RD Bond”) in the amount of
Three Million Seventeen Thousand and 00/100 Dollars ($3,017,000), the proceeds of which,
together with other available funds, are estimated to be sufficient to pay the cost of the Project,
as defined below, hereinafter authorized; and

WHEREAS, the United States of America, acting through Rural Development and/or
Rural Utilities Service (formerly Farmers Home Administration), has offered to purchase the
Series 2019 RD Bond upon certain terms and conditions; and the Town, after consideration of
the condition of the municipal bond market, has determined to satisfy such terms and conditions,
to authorize and issue its Series 2019 RD Bond, and to award the sale of the Series 2019 RD
Bond to the United States of America; and

BE IT RESOLVED BY THE TOWN COUNCIL OF THE TOWN OF AMHERST,
VIRGINIA, AS FOLLOWS:



ARTICLE I.
DEFINITIONS

Section 1.1  Definitions. Whenever used in this resolution, unless a different meaning
clearly appears from the context:

@) “Act” shall mean the Public Finance Act (Chapter 26, Title 15.2, Code of
Virginia, 1950, as amended).

(b) “Additional Bonds” shall mean any bonds issued pursuant to Article VI and
secured on a parity with the Bonds by a pledge of the Net Revenues.

(c) “Bondholder” shall mean the holder or owner of the Series 2019 RD Bond.

(d) “Bond” or “Bonds” shall mean the Series 2019 RD Bond and any Additional
Bonds.

(e) “Certified copy” shall mean a copy of a resolution or other paper certified by the
Town Manager of the Town, Mayor of the Town, Clerk of the Town Council, or by any other
authorized Town official.

()] “Closing Date” shall mean the date on which the Series 2019 RD Bond is
delivered to the United States upon payment of the purchase price therefor.

(9) “Consulting Engineer” shall mean such engineering firm or individual engineer
as may be employed by the Town as Consulting Engineer in accordance with Section 9.6.

(h) “Costs” shall mean the cost of improvements; the cost of all lands, properties,
rights, easements and franchises acquired and the cost of all conveyances in fee simple of the
Town’s title thereto and leased thereof; the cost of preparing the land; the cost of impact fees to
host jurisdictions; the cost of all labor, machinery, equipment and furnishings; financing and
credit enhancement charges; interest prior to and during construction and for one year after
completion of construction; cost of engineering and legal services, plans, specifications, surveys,
estimates of costs and revenues; any deposit to any bond interest and principal reserve account;
start-up costs and start-up operating capital; other expenses necessary or incident to the
determining of the feasibility or practicability of any such acquisition, improvement or
construction; administrative expenses and such other expenses as may be necessary or incident to
the financing hereby authorized, or to the acquisition, improvement or construction of the
Project.

Q) “Debt Service Reserve Fund” shall mean the fund of that name created pursuant
to Section 5.4 hereof and held by the Town to be used as permitted pursuant to that section.

() “Fiscal Year” shall mean the twelve-month period beginning on July 1 of one
year and ending on June 30 of the following year.



(k) “Government” shall mean the United States of America, its successors and
assigns, acting by and through Rural Development and/or Rural Utilities Service, each an
agency of the United States Department of Agriculture.

() “Gross Revenues” shall mean all revenues, income, and receipts derived or
received by the Town from the operation and ownership of the System, including the interest
income from the investment or deposit of money in any fund created by this resolution or a
supplemental resolution in connection with the System, plus any other money from other
sources pledged by the Town to the payment of the Bonds, but “Gross Revenues” shall not
mean or include any impact fees or developer fees charged by the Town for the construction of
capital improvements or extensions to the System.

(m)  “Letter of Conditions” shall mean that certain Letter of Conditions, dated July
23, 2014 from the United States to the Town setting forth conditions and requirements for the
issuance of the Series 2017 RD Bond and any supplements thereto.

(n) “Net Revenues” shall mean Gross Revenues less Operating Expenses.

(0) “Operating Expenses” shall mean the reasonable and necessary expenses of
operation, administration, maintenance and repair of the System, excluding any allowance for
depreciation, the deposits or transfers to the Debt Service Fund or for reserves and
expenditures for capital improvements or extensions to the System.

(p) [“Prior Bond” shall mean the Town’s $ ]

(@) [*“Prior Resolution” shall mean the resolution adopted by the Town under which
the Prior Bond was authorized and issued.]

n “Project” in the context of this resolution shall mean the renovations and
improvements to the Town’s sewer system located in the Town substantially as described on
Exhibit A, attached hereto.

(s) “Series 2019 RD Bond” shall mean the Bond authorized and issued under
Section 3.1 hereof.

(® “System” shall mean the Town’s sewer system and all additions, extensions and
enlargements thereof and any sewer project or projects that may be duly authorized by the Town
and made a part of the System.

(u) “Town” shall mean the Town of Amherst, Virginia.
(v) “Town Council” shall mean the Town Council of the Town.

(w)  “Town Manager,” “Mayor,” or “Vice Mayor,” shall mean, respectively, the
persons holding such offices of the Town.



Section 1.2  Other Definitions. Words defined elsewhere in this resolution shall have
the meanings therein provided.

Section 1.3  Rules of Construction. Unless the context clearly indicates to the
contrary, words importing the singular number shall include the plural number and vice versa.
ARTICLE II.
AUTHORIZATION OF PROJECT
Section 2.1  The Project. In order to provide improvements to the sewer facilities

serving the Town, the acquisition, construction and equipping of the Project are hereby
authorized.

Section 2.2 Modification of Project. The Project authorized hereby may be modified
by the Town; provided, however, that any such modification shall first have been approved by
the Government and recommended in writing by the Consulting Engineer.

Section 2.3 Project Made Part of System; Pledge of Revenues. All improvements,
extensions, additions and replacements constituting the Project financed in part or in whole by
the issuance of the Series 2019 RD Bond shall be a part of the System and all revenues derived
from the ownership and operation of the System (the “System Revenues”) are pledged to the
equal benefit of the owners of the Series 2019 RD Bond and the Prior Bond, but such revenues
are not pledged to the benefit of the owners of any other bonds issued by the Town except and to
the extent expressly set forth therein and permitted under the Prior Resolution and this
Resolution.

ARTICLE IILI.

AUTHORIZATION, FORM, EXECUTION, DELIVERY
AND REGISTRATION OF SERIES 2019 RD BOND

Section 3.1  Authorization of Series 2019 RD Bond. There is hereby authorized to be
issued a general obligation sewer revenue bond of the Town in the principal amount of Three
Million Seventeen Thousand and 00/100 Dollars ($3,017,000) to provide funds to finance, in
part, the cost of the Project. The Series 2019 RD Bond shall be designated the “Town of
Ambherst, Virginia, General Obligation Sewer Revenue Bond, Series 2019 (RD).”

Section 3.2  Details of the Series 2019 RD Bond. The Series 2019 RD Bond shall be
issued as one fully registered bond (registered as to principal and interest) without coupons, shall
consist of a Bond in the denomination of $3,017,000 numbered R-1, shall be dated as of the
Closing Date and shall bear interest on the unpaid principal balance at the rate of 2.375% per
year (or such greater or lesser rate as may be agreed to by the Government, subject to a
maximum rate of 4.00%). Interest only shall be paid during the first twenty four (24) months




after closing, such interest being payable annually on the first and second anniversary dates of
the Closing Date. Thereafter payment for the remaining 456 months of principal and interest
shall be made in equally amortized monthly installments which, if the interest rate is 2.375% per
annum, such installments shall be in the amount of Ten Thousand Seventy Seven and 00/100
Dollars ($10,077.00) thereafter for a period of thirty-eight (38) years, until paid. If not sooner
paid, the final installment shall be due and payable on the fortieth anniversary of the Closing
Date of the Series 2019 RD Bond in 2059. Each payment shall be applied first to interest
accrued to the payment date and then to principal. If the Closing Date actually occurs on the
29th, 30th or 31st day of a month, then the closing date for purposes of this paragraph shall be
deemed to be the 28th day of such month.

Installments of principal may be prepaid at the option of the Town as a whole or in part,
without premium (but if in part, in inverse chronological order) on any interest payment date,
upon not less than thirty nor more than sixty days’ notice forwarded by registered or certified
mail to the registered owner of this Bond at the address shown on the registration books
maintained at the office of the Registrar, upon payment of the principal amount of installments to
be prepaid and interest accrued to the date fixed for such prepayment, without premium, by
check or draft mailed to such owner at such address.

At the request of the Government, the Series 2019 RD Bond may be delivered as a fully
registered bond in the alternative form contained herein providing for principal advances to be
made from time to time by the Government in an aggregate amount not to exceed $3,017,000.
An authorized officer of the Government shall enter the amount and the date of each such
principal advance on the Certificate of Principal Advances attached to the Series 2019 RD Bond
when the proceeds of such advance are delivered to the Town. Each such principal advance shall
bear interest from the date of such advance so entered on the certificate.

Section 3.3  Execution of the Series 2019 RD Bond. The Series 2019 RD Bond shall
be signed by the manual signature of the Mayor or Vice Mayor of the Town and the Town seal
shall be affixed thereto and attested by the Clerk of the Town Council.

Section 3.4  Form of the Series 2019 RD Bond. The Series 2019 RD Bond shall be in
substantially the following form:

[The remainder of this page is intentionally left blank.]



No. R-1 $3,017,000.00

UNITED STATES OF AMERICA
COMMONWEALTH OF VIRGINIA
TOWN OF AMHERST

General Obligation Sewer Revenue Bond, Series 2019 (RD)

Registered Holder: United States of America
Principal Sum: Three Million Seventeen Thousand and 00/100 Dollars

Date: _,2019

The Town of Amherst, Virginia (the *“Town”), a political subdivision of the
Commonwealth of Virginia, for value received, hereby promises to the United States of America,
or registered assigns, a sum equal to the amount of principal advances made hereunder but not to
exceed the sum of

THREE MILLION SEVENTEEN THOUSAND AND 00/100 DOLLARS
($3,017,000.00)

and to pay to the registered owner hereof interest on the unpaid principal from the date hereof
until payment of the entire principal sum at the rate of [2.375%] per year (or such lesser rate as
may be agreed to by the Government). Interest only shall be paid during the first twenty four
(24) months after closing, such interest being payable annually on the first and second
anniversary dates of the Closing Date. Thereafter payment for the remaining 456 months of
principal and interest shall be made in equally amortized monthly installments of [Ten Thousand
Seventy Seven Thousand and 00/100 Dollars ($10,077,000.00)] commencing on

____and thereafter for a period of thirty-eight (38) years, until paid, each payment to be applled
first to interest accrued to such payment date and then to principal, and such final installment, if
not sooner paid, to be due and payable forty (40) years from the date hereof in 2059.
Installments of both principal and interest shall be payable in lawful money of the United States
of America by check or draft mailed to the registered owner at its address as it appears on the
registration books kept for that purpose at the office of the Town Manager who was appointed as
Registrar. This Bond shall be registered as to principal and interest. The final installment of
principal shall be payable upon presentation and surrender hereof at the office of the Registrar.



This Bond has been authorized by a resolution adopted by the Town Council on

__, 2019 (“the “Bond Resolution™), and is issued pursuant to the Public Finance Act (Chapter
26, Title 15.2, Code of Virginia, 1950, as amended) (the “Act”) and the Constitution of the
Commonwealth of Virginia, to provide funds, along with other monies that may be available, to
pay the cost of acquiring, constructing and equipping improvements to the Town’s sewer system
(the “Project”) located in the Town. Copies of the Bond Resolution are on file at the office of
the Town Manage of the Town. Reference is hereby made to the Bond Resolution and any
amendments thereto for the provisions, among others, describing the pledge and covenants
securing this Bond, the nature and extent of the security therefor, the terms and conditions upon
which this Bond is issued, and the rights and obligations of the Town and the rights of the
Bondholder(s).

Both principal of and interest on this Bond are payable from ad valorem taxes to be
levied without limitation as to rate or amount on all property in the Town subject to taxation and
from a pledge of the full faith and credit of the Town and the revenues of the Town’s sewer
system (the “System”) pledged thereto as herein set forth. Nothing herein or in the Bond
Resolution shall be deemed to create or constitute an indebtedness of or a pledge of the faith and
credit of the Commonwealth of Virginia or of any county, city, town or other political
subdivision of the Commonwealth other than the Town. This Bond also is secured by a pledge
of the revenues derived from the ownership and operation of the System. The liens on such
revenues of the System securing this Bond are on a parity, as applicable, with any similar liens
on such revenues securing the Town’s [$ Bond, Series ] (the “Prior
Bond™)]. .

THIS BOND IS A GENERAL OBLIGATION OF THE TOWN FOR THE PAYMENT OF
WHICH THE TOWN’S FULL FAITH AND CREDIT ARE IRREVOCABLY PLEDGED.
THE TOWN COUNCIL IS AUTHORIZED AND REQUIRED TO LEVY AND COLLECT
ANNUALLY AT THE SAME TIME AND IN THE SAME MANNER AS OTHER TAXES OF
THE TOWN ARE ASSESSED, LEVIED AND COLLECTED, A TAX UPON ALL TAXABLE
PROPERTY WITHIN THE TOWN, OVER AND ABOVE ALL OTHER TAXES
AUTHORIZED OR LIMITED BY LAW AND WITHOUT LIMITATION AS TO RATE OR
AMOUNT, SUFFICIENT TO PAY WHEN DUE THE PRINCIPAL OF AND PREMIUM, IF
ANY, AND INTEREST ON THE BOND, TO THE EXTENT OTHER FUNDS OF THE
TOWN ARE NOT LAWFULLY AVAILABLE AND APPROPRIATED FOR SUCH
PURPOSE. THIS BOND ALSO IS PAYABLE FROM CERTAIN REVENUES TO BE
DERIVED FROM THE OWNERSHIP OR OPERATION OF THE TOWN’S SYSTEM AS
THE SAME MAY FROM TIME TO TIME EXIST, ALL OF WHICH REVENUES HAVE
BEEN PLEDGED PURSUANT TO THE BOND RESOLUTION TO SECURE THE
PAYMENT THEREOF. SUCH PLEDGE IS ON A PARITY WITH THE PLEDGE OF SUCH
REVENUES SECURING THE PRIOR BONDS. NEITHER THE COMMONWEALTH OF
VIRGINIA NOR ANY POLITICAL SUBDIVISION THEREOF, OTHER THAN THE TOWN,
SHALL BE OBLIGATED TO PAY THE PRINCIPAL OF OR INTEREST ON THE BOND OR
OTHER COSTS INCIDENT THERETO EXCEPT FROM THE REVENUES PLEDGED
THEREFOR, AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF
THE COMMONWEALTH OF VIRGINIA OR ANY POLITICAL SUBDIVISION THEREOF,



OTHER THAN THE TOWN, IS PLEDGED TO THE PAYMENT OF PRINCIPAL OF OR
INTEREST ON THE BOND OR OTHER COSTS INCIDENT THERETO.

Installments of principal may be prepaid at the option of the Town as a whole or in part,
without premium (but if in part, in inverse chronological order) on any interest payment date,
upon not less than thirty nor more than sixty days’ notice forwarded by registered or certified
mail to the registered owner of this Bond at the address shown on the registration books
maintained at the office of the Registrar, upon payment of the principal amount of installments to
be prepaid and interest accrued to the date fixed for such prepayment, without premium, by
check or draft mailed to such owner at such address.

Additional Bonds secured equally and ratably with this Bond and the Prior Bond may be
issued from time to time under the conditions, limitations and restrictions set forth in the Bond
Resolution to finance the cost of the completion of the Project, the acquisition or construction of
improvements, extensions, additions and replacements to the System, one or more projects duly
authorized by the Town and made a part of the System, or to refund bonds of the Town, or for
any or all of such purposes.

This Bond is transferable only upon the registration books kept at the office of the
Registrar by the registered holder hereof or by his duly authorized attorney, upon surrender of
this Bond (together with a written instrument of transfer, satisfactory in form to the Registrar,
duly executed by the registered holder or his authorized attorney, which may be in the form
endorsed hereon) and subject to the limitations and upon payment of the charges, if any, as
provided in the Bond Resolution, and thereupon as provided in the Bond Resolution a new Bond,
in the aggregate principal amount and of the same series, interest rate and maturity as the Bond
surrendered, shall be issued in exchange therefor. The Town and the Registrar shall deem and
treat the person in whose name this Bond is registered as the absolute owner hereof for the
purpose of receiving payment of, or on account of, the principal hereof and interest due hereon
and for all other purposes whatsoever.

All acts, conditions and things required by the Constitution and statutes of the
Commonwealth of Virginia to happen, exist or be performed precedent to, and in the issuance of
this Bond have happened, exist and have been performed.

This Bond shall not be valid or obligatory for any purpose unless the Certificate of
Authentication hereon has been duly executed by the Registrar and the date of authentication
inserted hereon.



IN WITNESS WHEREOF, the Town has caused this Bond to be signed by its Mayor or
Vice Mayor, to be countersigned by its Clerk or Deputy Clerk of the Town Council, and this
Bond to be dated as of :

COUNTERSIGNED:

Clerk, Town Council of the Mayor, Town of Amherst, Virginia
Town of Amherst, Virginia

CERTIFICATE OF AUTHENTICATION

This Bond is the Series 2019 RD Bond described in the within mentioned Bond
Resolution.

Town Manager
Town of Amherst, Virginia



TRANSFER OF BOND

Transfer of this Bond may be registered by the registered owner or his duly authorized
attorney upon presentation hereof to the Registrar who shall make note of such transfer in its
books kept by her for that purpose and in the registration blank below:

Date of Name of Signature of
Regqistration Reqistered Owner Regqistrar

CERTIFICATE OF PRINCIPAL ADVANCES

The amount and date of principal advances not to exceed the face amount hereof shall be
entered hereon by an authorized officer of the United States of America, when the proceeds of
such principal amounts are delivered to the Town.

Authorized
Amount Date Signatures
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Schedule A

Principal Installments Paid in Advance of Maturity Date

Principal
Due Principal
Date(s) Payment Date Signature of
Inclusive Amount Date Balance Paid Regqistrar

Section 3.5  Registration and Exchange of Bond. The Town Manager is hereby
appointed Registrar. Transfer of the Bond shall be registered upon books maintained for that
purpose at the office of the Registrar. Prior to due presentment for registration of transfer, the
Registrar shall treat the registered owner as the person exclusively entitled to payment of
principal and interest and the exercise of all other rights and powers of the owner. The Bond
initially shall be registered as to principal and interest in the name of the United States of
America, with an address of Finance Office, USDA/Rural Development, 1520 Market Street, St.
Louis, Missouri 63103-2696.

Section 3.6  Delivery of the Series 2019 RD Bond. The Mayor or Vice Mayor and
Town Manager are hereby authorized and directed to have the Bond prepared and executed in
accordance with the terms thereof and to deliver the Series 2019 RD Bond to the United States
upon payment therefor. The Mayor or Vice Mayor and Town Manager are further authorized
and directed to agree to and comply with, on behalf of the Town, any and all further conditions
and requirements of the United States in connection with its purchase of the Bond.

Section 3.7  Replacement of Mutilated, Lost or Destroyed Bond. Should the Bond
become mutilated or be lost or destroyed, the Town shall cause to be executed and delivered a
new Bond of like date, number, series and tenor in exchange and substitution for, and upon
cancellation of, such mutilated Bond or in lieu of and in substitution for such lost or destroyed
Bond. Such new Bond shall be executed and delivered only when the owner has paid all
reasonable expenses and charges in connection therewith and, in the case of a lost or destroyed
Bond, has filed with the Town and the Registrar evidence satisfactory to them that such Bond
was lost or destroyed and that he was the owner thereof and the owner has furnished to the
Registrar indemnity satisfactory to him; provided, however, that no surety on such indemnity
shall be required from the Government.
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ARTICLE IV.
PREPAYMENT OF BOND

Section4.1  Prepayment Dates and Prices. Installments of principal at the option of
the Town, may be prepaid as a whole, or in part, without premium (but if in part, in inverse
chronological order) on any interest payment date, upon payment of the principal amount of the
installments to be prepaid and interest accrued to the date fixed for such prepayment, without
premium.

Section4.2  Manner of Effecting Prepayment. Prepayment of the Bond shall be
effected in the following manner:

@ The Town shall approve prepayment of installments which are by their terms
subject to prepayment and fixing a date for such prepayment.

(b) Not less than thirty nor more than sixty days prior to such prepayment date, the
Town shall cause a notice of such prepayment to be sent by registered or certified mail to the
registered owner of the Bond to be prepaid at its address appearing on the registration books of
the Town. The notice of prepayment shall state the date fixed for prepayment, the place at which
payment will be made and, if less than all of the Bonds or less than the entire principal of any
single fully registered Bond shall be called for prepayment, the numbers of Bonds or installments
of any single Bond to be prepaid.

(©) On or prior to the date fixed for prepayment the Registrar shall make available at
his office the amount to be prepaid and accrued interest.

Section 4.3  Effect of Call for Prepayment. Upon compliance with the requirements
contained in Section 4.2, the Bonds so called for prepayment in full shall become and be due and
payable on the date fixed for prepayment, interest shall cease to accrue, such Bonds shall cease
to be entitled to any benefit or security under this resolution and the registered owners of such
Bonds shall have no rights in respect thereof except the right to receive payment of the prepaid
installments of principal and accrued interest. The Bonds which have been duly called for
prepayment in full and for payment of which moneys equal to the amount of all unpaid
installments of principal and accrued interest shall be held in separate accounts by the paying
agents in trust for the owners of the Bonds to be prepaid, all as provided in this resolution, shall
not thereafter be deemed to be outstanding under the provisions of this resolution.

Section4.4  Cancellation of Prepaid Bond. The Bonds so prepaid in full shall be
cancelled upon surrender.
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ARTICLE V.
REVENUES AND FUNDS

Section5.1  Revenue Covenant. The Town covenants that so long as the Series 2019
RD Bond is outstanding it will fix, charge and collect such rates, fees and other charges for the
use of and for the services furnished by the System and will from time to time revise such rates,
fees and other charges so as to produce sufficient revenues in each fiscal year to equal an amount
required to pay (i) the Operating Expenses which shall accrue become payable during the then
current fiscal year, (ii) the amounts required by Section 3.2 to be paid during the then current
fiscal year on debt service for the Bonds and (iii) the amounts required under Section 5.4 to fund
or replenish the Debt Service Reserve Fund.

Section 5.2  Free Service; Enforcement of Charges.

@ So long as the Series 2019 RD Bond is outstanding the Town shall not permit
connections to or use of the System or provide any services of the System without making a
charge therefor; provided, however, that the Town may supply water service to facilities on
public property without making a charge.

(b) If any rates, fees or charges for the use of and for the services furnished by the
System shall not be paid within 60 days after the same shall become due and payable, or within
such shorter time as may be determined by the Town, the Town may at the expiration of such
period disconnect the premises from the System or otherwise suspend service to such premises
until such delinquent rates, fees or charges and any interest, penalties or charges for reconnection
shall have been paid in full, unless the State Health Commissioner shall have found and shall
certify to the Town that suspending such services will endanger the health of the persons
occupying such premises or the health of others.

(©) The Town shall take all such action as may be necessary to perfect liens upon real
estate for the amount of any unpaid rates, fees or charges described in paragraph (b) above or any
unpaid connection charges or other charges so that such liens will be binding upon subsequent
bona fide purchasers for valuable consideration without actual notice thereof.

Section 5.3  Pledge of Revenues. All revenues derived by the Town from the use of
and services furnished by the System are hereby pledged equally and ratably to the payment of
the principal of and interest on the Bonds on parity with the Prior Bond, subject only to the right
to make application thereof to other purposes as provided herein.

Section 5.4  Debt Service Reserve Fund. On the first day of each month commencing
in the first day of payment of the amortized amount for principal and interest, after making the
payments required by Section 3.2, the Town shall transfer an additional amount equal to ten
percent (10%) of 1/12th of the annual debt service on the Series 2017 RD Bond ([$ | or
such lesser or greater amount as may be agreed to by the Government) to the Debt Service
Reserve Fund held by the Town until there has been accumulated and maintained therein
[$ | (one year's annual Debt Service, or such greater or lesser amount as may be agreed
to by the Government) after which no further deposits shall be required except to eliminate any
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deficiency in the Debt Service Reserve Fund. The Debt Service Reserve Fund shall be used (i)
with the prior written approval of the Government to make transfers to the extent necessary (a) to
pay the Debt Service due on the Bonds in the event that Net Revenues are insufficient therefor,
(b) to pay the cost of maintenance, repairs or repairing or replacing any damage to the Project
which may be caused by an unforeseen catastrophe, or (c) to pay the cost of extensions or
improvements to the Project or (ii) if the Series 2019 RD Bond is being repaid in full, toward
such repayment or as otherwise determined by the Town.

ARTICLE VI.

ADDITIONAL BONDS

Section 6.1. Issuance of Additional Bonds. The Town may Issue Additional Bonds to
finance the cost of completing the Project or the acquisition or construction of improvements,
extensions, additions and replacements to the System or to refund any Bonds. Additional Bonds
shall be in such form, shall be dated such date shall mature in such installments of principal and
interest, shall bear interest at such rate or rates, shall be in such denomination or denominations
and may contain such provisions for prepayment prior to their respective maturities, all as
provided by the Town Council by resolution adopted prior to their Issuance. Additional Bonds
shall contain an appropriate series designation.

Section 6.2. Conditions of Issuance. The Town shall not issue any Additional Bonds
unless there shall have been filed with the Town and, if the Government is the Owner of either
the Series 2019 RD Bond or any Additional Bonds, with the Government, the following:

(a) a certified copy of a resolution of the Town Council in form complying with
the foregoing provisions specifying or providing for all the terms of the Additional Bonds and, if
applicable, stating the cost of the acquisition or construction of any improvements, extensions,
additions and replacements to the System to be acquired or constructed and finding and ordering
that such improvements, extensions, additions and replacements shall be a part of the System;

(b) a certified copy of a resolution of the Town Council specifying or providing
for the interest rate or rates and directing the delivery of such Additional Bonds to the purchaser
or purchasers upon payment of the purchase price set forth therein;

(c) if the Additional Bonds are to be issued to complete the Project, a certificate of
the Consulting Engineer to that effect;

(d) if the Additional Bonds are to be issued for any purpose other than the
refunding of Bonds or the completion of the Project, either (i) a certificate of an independent
certified public accountant or engineering firm stating that the amount of the Net Revenues for
the fiscal year preceding the year in which the proposed Additional Bonds are to be issued was
not less than one hundred percent (100%) of the average annual principal and interest
requirements for the Bonds then outstanding and the Additional Bonds to be issued, or (ii) the
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written consent of the holders of three-fourths in aggregate principal amount of the Bonds
outstanding;

(e) a certificate of the Town, signed by the Mayor or Vice Mayor of the Town,
that the Town is in compliance with all covenants and undertakings in connection with this
resolution and any supplemental resolution authorizing Additional Bonds which remain
outstanding; and

()] the written opinion or opinions of counsel for the Town stating that the
issuance of the Additional Bonds has been duly authorized and that all conditions precedent to
their delivery have been fulfilled.

ARTICLE VII.
DISBURSEMENT OF BOND PROCEEDS

Section 7.1  Disbursement of Bond Proceeds. Principal advances shall be made by the
Government, in an aggregate amount not to exceed $3,017,000 under the Series 2019 RD Bond
upon application by the Town and compliance with all Government requirements. An authorized
officer of Government shall enter the amount and the date of each such principal advance on the
Certificate of Principal Advances (the “Certificate™), attached to the Series 2019 RD Bond
when the proceeds of such advances are delivered to the Town. Each principal advance shall
bear interest from the date of the advance entered on the Certificate.

ARTICLE VII1.
SECURITY FOR DEPOSITS AND INVESTMENTS OF FUNDS
Section 8.1  Security for Deposits. All moneys on deposit with any bank or trust

company shall be secured for the benefit of the Town and the Bondholders in the manner
required by Chapters 44, 45, and 46 of Title 2.2, Code of Virginia of 1950, as amended).

ARTICLE IX.
PARTICULAR COVENANTS
Section 9.1  General. The Town hereby particularly covenants and agrees with the

owner of the Bond and makes provisions which shall become a part of its contract with such
Bondholder as set forth in the following sections of this Article.

Section 9.2  Payment of Bond. The Town shall pay promptly, as provided herein, the
principal of and interest on the Bond issued pursuant to this resolution, but such principal and
interest shall be payable from ad valorem taxes to be levied without limitation as to rate or
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amount on all property in the Town subject to taxation, from the revenues of the System pledged
herein, and the full faith and credit of the Town is pledged to the payment of the Bond. Nothing
in the Bond or in this resolution shall be deemed to create or constitute an indebtedness of or a
pledge of the faith and credit of the Commonwealth of Virginia or of any county, city, town or
other political subdivision of the Commonwealth, other than the Town.

Section 9.3  Construction of System. The Town shall obtain all approvals, permits and
consents required by law as a condition precedent to the construction, development, operation
and improvement of all parts of the System and shall complete the construction of the Project in
a sound and economical manner and in conformity with all applicable requirements of
governmental authorities and do all acts and things necessary and reasonable so that it may begin
to collect revenues from the Project at the earliest practicable time.

Section 9.4  Operation and Maintenance. The Town shall establish and enforce
reasonable rules and regulations governing the use and services of the System, maintain and
operate the System in an efficient and economical manner, maintain the same in good repair and
sound operating condition and make all necessary repairs, replacements and renewals. All
compensation, salaries, fees and wages paid by it in connection with the operation, maintenance
and repair of the System shall be reasonable. The Town shall observe and perform all the terms
and conditions contained in the Act and comply with all valid acts, rules regulations, orders and
directions of any legislative, executive, administrative or judicial body applicable to the System
or the Town.

Section 9.5  Competition. The Town shall not operate or assent to the operation of any
sewer service in competition with the System.

Section 9.6  Consulting Engineer. The Town shall employ as necessary as Consulting
Engineer an engineering firm or individual engineer of recognized standing and experience in the
field of sewer system engineering, whose duties shall include supervision of the construction of
improvements to the System and advice as to proper operation, maintenance and repair of the
System.

Section 9.7  Sale or Encumbrance. Neither the System nor any integral part thereof
shall be sold, encumbered or otherwise disposed of; provided, however, that the Town may grant
easements, licenses or permits across, over or under parts of the System for streets, roads and
utilities as will not adversely affect the use of the System and provided, further, that the Town
may sell or otherwise dispose of any property constituting a part of the System that is no longer
needed or useful for such purpose may be used by the Town for any lawful purpose related to the
System. Notwithstanding the foregoing, for so long as the Series 2019 RD Bond is owned by the
United States of America any sale, encumbrances or other disposition of the System or any part
thereof, not expressly permitted or contemplated hereby, must first be consented to in writing by
a representative of the Government.

Section 9.8  Creation of Liens. The Town shall not create or suffer to be created any
lien or charge upon the System or any part thereof, except as provided herein. The Town shall
pay or cause to be discharged, or shall make adequate provision to satisfy and discharge, all
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lawful claims and demands for labor, materials or supplies within sixty days after the same shall
accrue and all governmental charges when the same become due, which, if unpaid, might by law
become a lien upon the System or any part thereof; provided, however, that nothing contained in
this section shall require the Town to pay or cause to be discharged or make provision for any
such lien or charge so long as the validity thereof shall be contested in good faith and by
appropriate legal proceedings.

Section 9.9  Title to Lands. The Town shall make no contract requiring payment for
labor or to contractors, builders or materialmen on account of the construction or reconstruction
of any part of the System unless such part is located on lands to which title in fee simple or over
which perpetual easement, in either case sufficient for the purposes of the System, is owned or
can be acquired by the Town, or unless such part is lawfully located in public street or highway
or is a main, conduit, pipeline, main connection or outfall located on land in which a right or
interest less than a fee simple or perpetual easement has been acquired and such lesser right or
interest has been approved by written opinion of counsel for the Town as sufficient for the
purposes of the Town.

Section 9.10 Insurance. The Town shall maintain insurance as follows:

@) The Town shall keep insured all above-ground structures forming a part of the
System, as well as all other insurable portions of the System of a type that are customarily
insured by other publicly owned sewer systems, against loss by fire, including extended
coverage, tornado and windstorm, to such extent as may be necessary to provide for a full
recovery whenever an insured loss does not exceed eighty percent (80%) of the full insurable
value of the property damaged. All proceeds of such insurance shall be applied promptly to the
repair or replacement of the property damaged or destroyed.

(b) The Town shall carry public liability insurance relating to the operation of the
System with limits of not less than $1,000,000 to protect the Town from claims for bodily injury,
or damage to property of others which may arise from the ownership or operation of the System.

(c) The Town shall carry workers’ compensation insurance in such amounts and upon
such terms so that it will not be considered a self-insurer of its liability to its employees under the
Virginia Workers” Compensation Act.

(d) All policies of insurance, accompanied by receipts showing payment of premiums
in full, shall be deposited in the office of the Town.

(e The Town shall obtain surety bonds on all of its officers and employees who may
handle funds pertaining to the System, such bonds to be in such amounts as are customarily
carried by public bodies owning and operating similar systems.

All such insurance shall be taken out and maintained with generally recognized insurance

companies and may be written with deductible amounts comparable to those on similar policies
carried by other public bodies owning and operating similar systems.
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Section 9.11 Records and Reports. The Town shall keep proper books of record and
accounts, separate from any of its other records and accounts, showing complete and correct
entries of all transactions relating to the System, and any Bondholder shall have the right at all
reasonable times to inspect the System and all records, accounts and data relating thereto. The
Town shall also cause an annual audit of its books and accounts to be made by an independent
certified public accountant at the end of each fiscal year. No later than two hundred and forty
days after the end of each fiscal year, copies of the audit report, certified by such accountant,
reflecting in reasonable detail the financial condition and record of operation of the System,
including specifically the rates charged, the number of connections served, and the tap fees
collected for new connections, shall be filed in the office of the Town Manager of the Town and
shall be mailed to any Bondholder who may have requested the same in writing.

Section 9.12 Refinancing. The Town shall refinance the unpaid principal balance of the
Series 2019 RD Bond upon the request of the United States of America if at any time it shall
appear to the Government that the Town is able to do so with funds obtained from responsible
private sources at reasonable rates and terms for loans for similar purposes and periods of time.

Section 9.13 Covenant as to Other Bonds. The Town covenants that as of the date of
this resolution there are no outstanding bonds, notes or other revenue bond obligations
concerning the System other than the Series 2019 RD Bond [and the Prior Bond].

ARTICLE X.
AMENDMENTS
Section 10.1 Amendments Without Consent: The Town shall have the right, from time

to time, without the consent of the Bondholder to adopt resolutions supplemental hereto, not
inconsistent with the terms and provisions hereof:

@ to cure any ambiguity or formal defect or omission or to correct any inconsistent
provisions in this resolution or in any supplemental resolution;

(b) to grant to or confer upon the Bondholder any additional lawful right, remedy,
power, authority or security;

(©) to add conditions, limitations, and restrictions on the issuance of Additional
Bonds; and

(d) to add other covenants and agreements to be observed by the Town or to
surrender any right or power herein reserved to or conferred upon the Town.

No such supplemental resolution shall become effective until certified copies have been filed in
the office of the Town Manager of the Town.
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Section 10.2 Amendments Requiring Consent. The owners of not less than sixty-five
percent in principal amount of the Bonds then outstanding shall have the right, from time to time,
but only pursuant to this section, to consent to and approve the adoption of such resolution or
resolutions supplemental hereto as shall be deemed necessary or desirable by the Town for the
purpose of modifying, altering, amending, adding to or rescinding, in any particular, any of the
terms or provisions contained in this resolution or in any supplemental resolution; provided,
however, that nothing herein contained shall permit or be construed as permitting (a) an
extension of the maturity of the principal of or the interest on any Bond or the prepayment
premium, if any, or the rate of interest thereon, or (b) the creation of a lien upon or a pledge of
revenues other than the lien and pledge created by this resolution or otherwise permitted hereby,
or (c) a preference or priority of any Bond or Bonds over any other Bond or Bonds, or (d) a
reduction in the principal amount of Bonds required for consent to such supplemental resolution.
Nothing herein contained, however, shall be construed as making necessary the approval by
Bondholders of the adoption of any supplemental resolution authorized by Section 10.1.

Section 10.3 Adoption and Consent to Amendment. Upon the adoption of any
supplemental resolution for any of the purposes of Section 10.2, a certified copy thereof shall be
filed in the office of the Town Manager of the Town for inspection by any Bondholder. The
Town Manager shall cause a copy of such supplemental resolution or a summary thereof,
together with a request to the Bondholders for their consent thereto, to be sent by registered or
certified mail to the registered owner of each Bond at his address as it appears on the registration
books of the Town; provided, however, that failure to mail any such notice shall not affect the
validity of such supplemental resolution when consented to and approved as provided in this
section. If, within sixty days or such longer period as shall be prescribed by the Town following
the giving of such notice, the Town shall file in its office, and in the office of the Government, an
instrument or instruments in writing purporting to be executed by the holders of not less than
sixty-five percent in principal amount of the Bonds then outstanding, which shall refer to the
supplemental resolution and shall specifically consent to and approve the adoption thereof,
together with a certified copy of such supplemental resolution and the written opinion of counsel
for the Town stating that such resolution has been duly adopted, is authorized or permitted by
this resolution and is valid and legally binding upon the Town and enforceable in accordance
with its terms, such supplemental resolution shall thereupon be effective as the owners of all the
Bonds then outstanding, whether or not such owners shall have consented thereto.

Section 10.4 Amendment by Unanimous Consent.  Notwithstanding any other
provisions herein, the Town may amend any term or provision of this resolution or any
supplemental resolution upon adoption of a supplemental resolution and the filing of certified
copies of such supplemental resolution, together with the written consent thereto of the owners
of the Bonds then outstanding, as provided in Section 10.3.

Section 10.5 Effect of Amendments. This resolution shall be deemed modified and
amended, and the respective rights, duties and obligations hereunder of the Town and any owner
of the Bonds then outstanding shall be determined and enforced under the provisions of this
resolution, as so modified and amended, upon the adoption of any amendment as provided in this
Article.
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ARTICLE XI.
DISCHARGE UPON PAYMENT

Section 11.1 Discharge Upon Payment of Bonds. If any Bonds shall have become due
and payable at maturity or shall have been duly called for prepayment and the full amount of the
principal, interest and premium, if any, so due and payable upon the Bonds then outstanding
shall have been paid at the time and in the manner provided therein and in this resolution, then
the right, title and interest of the Bondholder in the revenues and the other moneys, funds and
securities pledged under this resolution and all covenants, agreements and other obligations of
the Town to the Bondholder under this resolution shall cease, terminate and be void, and the
Town shall be discharged from its obligations hereunder. In such event all moneys and securities
not required for the payment of the principal, interest and prepayment premium, if any on the
Bonds, may be used by the Town for any lawful purpose.

ARTICLE XIlI.
MISCELLANEOUS
Section 12.1 Contract with Bondholders: The provisions of this resolution shall

constitute a contract between the Town and the Bondholder for so long as any Bonds or interest
thereon is outstanding.

Section 12.2 Town Officers and Agents. The officers and agents of the Town shall do
and are authorized to perform all acts and things required of them by this resolution, the Bonds
and the Act for the complete and punctual performance of all the terms, covenants and
agreements therein, and to do all acts and things and execute all documents and certificates
required by the Government in connection with the issuance of the Bonds (including but not
limited to an initial operating budget, a request for obligation of funds, an equal opportunity
agreement, an assurance agreement, an applicant certification concerning collection policies for
consumer or commercial debts, a certification regarding debarment, suspension and other
responsibility matters, a certification regarding drug-free workplace requirements, and a
certification for contracts, grants, and loans regarding lobbying, all in standard form acceptable
to the Government), and such actions of the officers and agents of the Town are hereby approved
and ratified.

Section 12.3 Successors and Assigns. All the covenants, stipulations, promises and
agreements of the Town contained in this resolution shall bind and inure to the benefit of its
successors and assigns, whether so expressed or not.

Section 12.4 Limitation of Rights. Nothing expressed or mentioned in or to be implied
from this resolution or the Bond is intended or shall be construed to give to any person or
company other than the parties hereto and the owner of the Bonds any legal or equitable rights,
remedy or claim under or in respect to this resolution or any covenants, conditions and
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agreements herein contained; this resolution and all of the covenants, conditions and agreements
hereof being intended to be and being for the sole and exclusive benefit of the parties hereto and
the owners of the Bonds as herein provided.

Section 12.5 Limitation of Liability of the Town, etc. No covenant, condition or
agreement contained herein shall be deemed to be a covenant, agreement or obligation of a
present or future member of the Town Council, officer, employee or agent of the Town in his
individual capacity, and neither the members of the Town Council nor any officer thereof
executing the Bond shall be liable personally on the Bonds or be subject to any personal liability
or accountability by reason of the issuance thereof. No member of the Town Council, officer,
employee or agent of the Town shall incur any personal liability in acting or proceeding, or in
not acting or not proceeding, in good faith, reasonably and in accordance with the terms of this
resolution or the Act.

Section 12.1 Notice. Any provision in this resolution for the giving, filing, mailing or
delivery of notice or other papers shall be deemed fully complied with if, and when, such notice
or other papers are sent by registered or certified mail, return receipt requested, to the Town,
addressed to Town Manager, Town of Amherst, 174 S. Main Street, P.O. Box 280, Amherst, VA
24521.

Section 12.2 Headings. Any headings in this resolution are solely for convenience of
reference and shall not constitute a part of the resolution nor shall they affect its meaning,
construction or effect.

Section 12.3 Conditions Precedent:  Upon the issuance of the Bonds all acts,
conditions, and things required by the Constitution and statutes of the Commonwealth of
Virginia or this resolution to have happened, exist and to have been performed precedent to or in
the issuance of the Bonds shall have happened, exist and have been performed.

Section 12.4 [RESERVED].

Section 12.5 Series Designation. In the event the Series 2019 RD Bond is not issued
during calendar year 2019, the Mayor or Vice Mayor and Town Manager of the Town are hereby
authorized and directed to change the series designation to such other year as may be appropriate
at the time of their issuance. Thereafter all references in this resolution to the Series 2019 RD
Bond shall be deemed to refer to the $3,017,000 General Obligation Sewer Revenue Bond issued
pursuant to Article I11 under the new series designation.

Section 12.6 Government Resolution.  The Government Loan Form Resolution
attached hereto as Exhibit B is hereby adopted and incorporated herein and to the extent of any
inconsistency with this resolution and the Government Resolution, the Government Resolution
shall control.

Section 12.7 Severability. The provisions of this resolution are hereby declared to be
severable. If any court of competent jurisdiction shall hold any provision of this resolution to be
invalid and unenforceable, such holding shall not affect any other provision hereof.
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Section 12.8  Approval of Sewer System Grant Agreement. The Town hereby accepts a
grant from the Government in the amount of $ in accordance with the Sewer System
Grant Agreement from the Government, previously approved and obligated, in an amount not to
exceed $1,076,000, presented at this meeting, which Sewer System Grant Agreement is hereby
approved in substantially the forms presented to this meeting with such completions, omissions,
insertions and changes as may be approved by the officer executing it, his execution to constitute
conclusive evidence of his approval of any such completions, omissions, insertions and changes.
The Mayor, Vice Mayor and Town Manager of the Town, and each of them, are authorized to
execute the Sewer System Grant Agreement in accordance with the foregoing. The Mayor, Vice
Mayor and Town Manager of the Town, and all other officers, employees and agents of the
Town are hereby authorized and directed to take any and all such further action as shall be
deemed necessary or desirable to close on the grant in accordance with the approved Sewer
System Grant Agreement, and all such action is hereby approved and ratified.

Section 12.9 Effective Date. This resolution shall take effect immediately. A certified
copy of this Bond Resolution shall be filed by the Clerk of the Town Council with the Clerk of
the Circuit Court of the County of Amherst, Virginia. The filing of this Bond Resolution with
the Clerk of the Circuit Court of the County of Amherst, Virginia shall be deemed to be the filing
of a resolution authorizing the issuance of bonds with such Court for all purposes of the Act.

[Remainder of this Page Intentionally Left Blank]
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The Members of the Town Council voted as follows:

Avyes Nays
None
Absent Abstentions
None
Adopted this __ day of , 2019.

The undersigned Clerk of the Town Council of the Town of Amherst, Virginia hereby
certifies that the foregoing constitutes a true and correct extract from the minutes of a meeting of
the Town Council held on _, 2019, and of the whole thereof so far as applicable to the
matters referred to in such extract. | hereby further certify that such meeting was a regularly
called meeting and that, during the consideration of the foregoing resolution, a quorum was
present and action was taken in an open meeting.

Dated this __ day of , 2019.

Clerk, Town Council of the
Town of Amherst, Virginia
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EXHIBIT A

PROJECT DESCRIPTION

Improvements to the Town’s sewer system.

Aol



EXHIBIT B

UNITED STATES OF AMERICA LOAN FORM RESOLUTION

Position 5

RUS BULLETIN 178¢-27 APPROVED
OMB. No. 0572-0121
LOAN RESOLUTION
(Public Bodies)
A RESOLUTION OF THE o

OF THE
AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS FOR THE PURPOSE OF PROVIDING A
PORTION OF THE COST OF ACQUIRING, CONSTRUCTING, ENLARGING, IMPROVING, AND/OR EXTENDING ITS

FACILITY TO SERVE AN AREA LAWFULLY WITHIN ITS JURISDICTION TO SERVE.

WHEREAS, it is necessary forthe
(Public Body)

(hercin afler called Association) to raise a portion of the cost of such undestaking by issuance of its bonds in the principal amount of

pursuant to the provisions of __ R
WHEREAS, the Association intends to obtain assistance from the United States Department of Agriculture,

(herein called the Government) acting under the provisions of the Consolidated Farm and Rural Development Act (7 U.S.C. 1921

et seq.) in the planning. financing, and supervision of such undertaking and the purchasing of bonds lawfully issued, in the event

that no other acceptable purchaser for such bonds is found by the Association:

NOW THEREFORE, in consideration of the premises the Association hereby resolves:

1. To have prepared on its behalf and to adopt an ordinance or resolution for the issuance of its bonds containing such
items and in such forms as are required by State statutes and as are agrecable and acceptable to the Government,

2. To refinance the unpaid balance, in whole or in part, of its bonds upon the request of the Government if at any time
it shall appear to the Government that the Association is able to refinance its bonds by obtaining a loan for such purposes
from responsible cooperative or private sources at reasonable rates and terms for loans for similar purposes and periods
of time as required by section 333(c) of said Consolidated Farm and Rural Development Act (7 U.S.C. 1983(c)).

3, To provide for, execute, and comply with Form RD 4004, "Assurauce Agreement," and Form RD 400-1, "Equal
Qpportunity Agreement," including an "Equal Opportunity Clause," which clause is to be incorporated in, or attached
as a rider to, each construction contract and subcontract involving in excess of $10,000.

4, To indemnify the Government for any payments made or losses suffered by the Government on bebalf of the Association.
Such indemnification shall be payable from the same source of funds pledged to pay the bonds or any other legal ly per-
missiblc source.

5. That upon default in the payments of any principal and accrued interest on the bonds or in the performance of any
covenant or agreement contained herein or in the instruments incident to making or insuring the loan, the Government at
its option may (a) declare the entire principal amouat then outstanding and accrued interest immediately due and
payable, (b) for the account of the Association (payable from the source of funds pledged to pay the bonds or any other
legally permissible source), incur and pay reasonable expenses for repair, maintenance, and operation of the facility
and such other reasonable expenses as may be necessary to cure the cause of default, and/or (c) take possession of the
facility, repair, maintain, and operate or rent it. Default under the provisions of this resolution or any instrument incident to
the making or insuring of the loan may be construed by the Government to constitute default under any other instrument
leld by the Government and executed or assumed by the Association, and default under any such jnstrument may be
construed by the Government to constitute default hereunder.

6. Not to sell, transfer, lease, or otherwise encumber the facility or any portion thereof, or inferest therein, or permit others
to do so, without the prior written consent of the Government,

7. Not to defease the bonds, or to borrow money, enter into any contractor agreement, or otherwise incur any liabilities
for any purpose in connection with the facility (exclusive of normal maintenance) without the prior written consent of the
Government if such undertaking would involve the source of funds pledged to pay the bonds.

8. To place the proceeds of the bonds on deposit in an account and in a manner approved by the Government, Funds tnay be
deposited in institutions insured by the State or Federal Government oc invested in rcadily marketable securities backed
by the full faith and credit of the United States. Any income from these accounts will be considered as revenues of the system.

9. To comply with all applicable State and Federal laws and regulations and to continually operate and maintain the facility
in good condition.

10. To provide for the receipt of adequatc revenues to meet the requirements of debt service, operation and maintenance, and
the establishment of adequate reserves. Revenue accumulated over and above that needed to pay operating and mainte-
nance, debt service and reserves may only be retained or used to make prepayinents on the loan. Revenue cannot be used
to pay any expenses which are not directly incurred for the facility financed by USDA. No free service or use of the
facility will be permitted.

Accarding to the Paperwerk Reduction Act of 1995, an agency may not conduct or

it displays o valid OME comtrol manber. The vatid OMB controf munther for this

collection is estimated o average 1 hour per response, including the time for reviewing instructions. searching existing data sowr
data needed, and completing and reviewing the collection of information.

sponsor, and a person s not required 1o respond fo, a collection of information wnless
wformation coliection is 0572-0121. The time required to complete this i i
gathering and maintaining the
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17.

To acquire and maintain such insurance and fidelity bond coverage as may be required by the Govermmnent.

To establish and maintain such books and records relating to the operation of the facility and its financial affairs and to
provide for required audit thereof as required by the Government, to provide the Government a copy of each such audit
without its request, and to forward to the Government such additional information and reporis 4s it may from time to

time require.

. To provide the Government at all reasenable times access to all books and records relating to the facility and access to

the property of the system so that the Government may ascertain that the Association is complying with the provisions
hereofand of the instruinents incident to the making or insuring of the loan.

That if the Government requires that a reserve account be established, disbursements from that aceount(s) may be used
when necessary for payments due on the band if sufficient funds are not otherwise available and prior approval of the
Gavernment is obtained. Also, with the prior written approval of the Government, funds may be withdrawn and

used for such things as emergency maintenance, extensions to facilities and replacement of shott lived assets,

To provide adequate service to all persons within the service area who can feasibly and legally be served and to obtain
USDA’s concurrence prior to refusing new or adequate services to such persons. Upon failure to provide services which
are feasible and legal, such person shall have a ditect right of action against the Association or public body.

To comply with the measures identified in the Government's environmental impact analysis for this facility for the pur-
pose of avoiding or reducing the adverse environmental impacts of the facility's construction or operation.

To accept a grant iu an amount not to exceed §

under the terms offered by the Government; that the

and of the Association are hereby authorized and empowered to take all action necessary
or appropriate in the execution of all written instruments as may be required in regard to or as cvidence of such grant; and
to operate the facility under the terms offered in said grant agreement(s).

The provisions hercot and the provisions of all instruments incident to the making or the insuring of the loan, unless otherwisc
specifically provided by the terms of such instrument, shall be binding upon the Association as long as the bonds are held or
insured by the Government or assignee, The provisions of sections 6 through 17 hercof may be pravided for in more specific
detail in the bond resolution or ordinance; to the extent that the provisions contained in such bond resolution or ordinance
should be found to be inconsistent with the provigions hereof, these provigions shall be construed as controlling between the

Association and the Government or assignee.

The vote was: Yeas

IN WITNESS WHEREOF, the

Nays Absent —

of the

has duly adopted this reselution and caused it

to be exccuted by the officers below in duplicate on this ¥ day of
(SEAL) By

Attest: Title

Title

B-2

54

a2n



-3-

CERTIFICATION TO BE EXECUTED AT LOAN CLOSING

I, the undersigned, as of the

of such Assaciation is composed of

hereby certify thatthe

members, of whom, __ constituting a quorum, were present at a meeting thereof duly called and

held on the day of ; and that the foregoing resolution was adopted at such meeting

by the vote shown above, 1 further certify that as of. )
the date of closing of the loan from the United States Department of Agriculture, said resolution remains in effect and has not been

rescinded or amended in any way.

Dated, this day of

Title
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