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HODGESVILLE PUBLIC SERVICE DISTRICT

RESOLUTION

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS TO
THE EXISTING PUBLIC WATERWORKS SYSTEM OF
HODGESVILLE PUBLIC SERVICE DISTRICT, AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED
THEREQF, THROUGH THE ISSUANCE BY THE DISTRICT OF
NOT MORE THAN §1,500,000 IN AGGREGATE PRINCIPAL
AMOUNT OF WATER REVENUE BONDS, SERIES 2011 A
(UNITED STATES DEPARTMENT OF AGRICULTURE); DEFINING
AND PRESCRIBING THE TERMS AND PROVISIONS OF THE
BONDS; PROVIDING GENERALLY FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE HOLDER OF THE
BONDS; AND PROVIDING WHEN THIS RESOLUTION SHALL
TAKE EFFECT

BE IT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF
HODGESVILLE PUBLIC SERVICE DISTRICT:

"ARTICLE I
STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01.  Authority for this Resolution. This Resolution is adopted pursuant to the
provisions of Chapter 16, Article 13A of the West Virginia Code of 1931, as amended (the “Act”), and
other applicable provisions of law. The Hodgesville Public Service District (the “Issuer”) is a public
corporation, public service district and political subdivision of the State of West Virginia in Upshur
County of said State, duly created pursuant to the Act by The County Commission of Upshur County.

Section 1.02.  Findings and_Determinations. 1t is hereby found, determined and
declared as follows:

A. The Issuer currently owns and operates a public waterworks system and desires
to finance and acquire, comstruct, operate and maintain certain additional public service properties
consisting of additions, improvements and extensions to such existing waterworks facilities with all
appurtenant facilities, within the boundaries of the Issuer to be owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for the health, welfare, safety,
advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is hereby ordered that
there be constructed and designed certain additions, improvements and extensions to the existing
waterworks facilities of the Issuer, consisting construction of two separate water line extensions within
the District’s boundary and to provide potable water service to 74 additional customers in Buckhannon
District, Upshur County (the “Project”), particularly described in and according to the plans and
specifications prepared by the Consulting Engineer and heretofore filed in the office of the Secretary of
the Public Service Board (the “Governing Body™) of the Issuer. The existing waterworks facilities of the
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Issuer, together with the Project and any further additions, improvements or extensions thereto, are herein
called the “System.” The Project and the financing hereby authorized and provided for are public
purposes of the Issuer and are ordered for the purpose of meeting and serving public convenience and
necessity.

C. The estimated revenues to be derived in each year from the operation of the
System after completion of the Project will be sufficient to pay all costs of operation and maintenance of
the System, the principal of and interest on the Bonds (hereinafter defined} and all funds and accounts and
other payments provided for herein.

D. The estimated maximum cost of the Project is $1,893,115 of which $1,500,000
will be obtained from the proceeds of sale of the Series 2011 A Bonds, herein authorized.

E. It is necessary for the lssuer to issue its Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture), in the aggregate principal amount of $1,500,000 (the “Series
2011 A Bonds™), to permanently finance a portion of the cost of such acquisition and construction in the
manner herein provided. The cost of such acquisition and construction shall be deemed to include,
without being limited to, the acquisition and construction of the Project; the cost of all property rights,
easements and franchises deemed necessary or convenient therefor and for the improvements and
extensions thereto; interest on the Series 2011 A Bonds prior to, during and for six months after
completion of such improvements and extensions; engineering, fiscal agents and legal expenses; expenses
for estimates of costs and revenues; expenses for plans, specifications and surveys; and other expenses
necessary or incident to determining the feasibility or practicability of the Project, administrative expense,
and such other expenses as may be necessary or incident to the financing herein authorized; provided that,
reimbursement to the Issuer for any amounts expended by it for the repayment of indebtedness incurred
for costs of the Project by the Issuer shall be deemed costs of the Project.

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

G. There are outstanding obligations of the Issuer which will rank on a parity with
the Series 2011 A Bonds as to liens, pledge and source of and security for payment being the Issuer’s (i)
Water Revenue Bonds, Series 1977 {United States Department of Agriculture), dated July 16, 1979,
issued in the original aggregate principal amount of $225,000 (the “Series 1977 Bonds™); (i} Water
Revenue Bonds, Series 1982 (United States Department of Agriculture), dated August 9, 1982, issued in
the original aggregate principal amount of $615,000 (the “Series 1982 Bonds”); and (iii} Water Revenue
Bonds, Series 2002 A (United States Department of Agriculture), dated December 18, 2002, issued in the
original aggregate principal amount of $1,850,000 (the “Series 2002 A Bonds”) (collectively the “Prior
Bonds™). Other than the Prior Bonds, there are no other outstanding bonds or obligations of the Issuer
which rank prior to or on a parity with the Series 2011 A Bonds as to liens, pledge and/or source of and
security for payment.

The Issuer is not in default under the terms of the Prior Bonds, or the resolutions
authorizing issuance of the Prior Bonds or any document in connection therewith, and has complied with
all requirements of all the foregoing with respect to the issuvance of parity bonds or has obtained a
sufficient and valid consent or waiver thereof.,
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H. It is in the best interest of the Issuer that the Series 2011 A Bonds be sold to the
Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated April 9, 2009, and all
amendments thereto, if any {collectively, the “Letter of Conditions™).

L The Issuer has complied with ali requirements of law relating to the authorization
of the acquisition and construction of the Project, the operation of the System, including, without
limitation, the imposition of rates and charges, and the issuance of the Series 2011 A Bonds, or will have
so complied prior to issuance of the Series 2011 A Bonds, including, among other things and without
limitation, obtaining a certificate of public convenience and necessity and approval of the financing and
necessary user rates and charges from the Public Service Commission of West Virginia by final order, the
time for rehearing and appeal of which have expired or shall have been duly waived or otherwise
provided for.

Section 1.03. Bond Legislation Constitutes Contract.  In consideration of the
acceptance of the Series 2011 A Bonds by those who shall be the Registered Owner of the same from
time to time, this Resolution (the “Bond Legislation™) shall be deemed to be and shall constitute a
contract between the Issuer and such Registered Owner, and the covenants and agreements set forth
herein to be performed by the Issuer shall be for the benefit, protection and security of the Registered
Owner of the Series 2011 A Bonds.

Section 1.04.  Definitions. In addition to capitalized terms defined elsewhere herein,
the following terms shall have the following meanings herein unless the text otherwise expressly requires:

“Act” means Chapter 16, Article 13A of the West Virginia Code of 1931, as amended.

“Bond Legislation” means this Resolution and all resolutions supplemental hereto and
amendatory hereof.

“Bond Registrar” means the Issuer, which shall usually so act by its Secretary.
“Bonds” means, collectively, the Series 2011 A Bonds and the Prior Bonds.
“Chairman” means the Chairman of the Governing Body.

kl

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

“Consulting Engineer” means Thrasher Engineering, Inc., Clarksburg, West Virginia, or
any qualified engineer or firm of engineers which shall at any time hereafter be retained by the Issuer as

Consulting Engineer for the System.

“Costs” or “Costs of the Project” means those costs described in Section
1.02 (F) hereof.

“Depository Bank” means JPMorgan Chase Bank, N.A., Charleston, West Virginia, a
bank or trust company which is a member of FDIC (herein defined), and its successors and assigns.
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“Facilities” or “waterworks facilities” means all the tangible properties ot the System and
also any tangible properties which may hereafter be added to the System by additions, betterments,
extensions and improvements thereto and properties, furniture, fixtures or equipment therefor, hereafter at
any time constructed or acquired.

“FDIC” means the Federal Deposit Insurance Corporation.

“Fiscal Year” means each 12-month period beginning on July | and ending on the
succeeding June 30,

“Governing Body” means the Public Service Board of the Issuer.

“Government Obligations” means direct obligations of, or obligations the principal of and
interest on which are guaranteed by, the United States of America. ‘

“Grants” means, collectively, all grants committed for the Project.

“Herein” or “herein” means in this Bond Legislation.
“Issuer,” “Borrower” or “District” means Hodgesville Public Service District, a public
service district, a public corporation and a political subdivision of the State of West Virginia, in Upshur
County, West Virginia, and includes the Governing Body.

“Letter of Conditions” means, collectively, the Letter of Conditions of the Purchaser
dated April 9, 2009, and all amendments thereto, if any.

“Minimum Reserve” means, as of any date of calculation, the maximum amount of
principal and interest which will become due on the Series 2011 A Bonds in the then current or any
succeeding year.

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

“Operating Expenses” means the current expenses, paid or accrued, of operation and
maintenance of the Project and the System and its facilities, and includes, without limiting the generality
of the foregoing, insurance premiums, salaries, wages and administrative expenses of the Issuer relating
and chargeable solely to the Project and the System, the accumulation of appropriate reserves for charges
not annually recurrent but which are such as may reasonably be expected to be incurred, and such other
reasonable operating costs as are normally and regularly included under recognized accounting principles
and retention of a sum not to exceed one-sixth of the budgeted Operating Expenses stated above for the
current vear as working capital, and language herein requiring payment of Operating Expenses means
also retention of not to exceed such sum as working capital; provided that, all monthly amortization
payments upon the Bonds and into all funds and accounts have been made to the last monthly payment
date prior to the date of such retention.

“Prior Bonds” means the Series 1977 Bonds, the Series 1982 Bonds, and the Series 2002
A Bonds,
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“Prior Resolution” means, collectively, the resolutions of the Issuer, respectively, adopted
authorizing the issuance of the Prior Bonds.

“Project” shall have the meaning stated in Section 1.02B above.

“Purchaser” or “Government” means United States Department of Agriculture, Rural
Utilities Service, and any successor thereof, acting for and on behalf of the United States of America.

“Qualified Investments” means and includes any of the following, to the extent such
investments are permitted by law:

(a) Government Obligations;

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

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

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

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

H) Money market funds or similar funds whose only assets

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

{h) The West Virginia “consolidated fund” managed by the
West Virginia Board of Treasury Investments to Chapter 12,
Article 6C of the West Virginia Code of 1931, as amended; and

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

“Registered Owners,” “Bondholders,” “Holders of the Bonds™ or any similar term means
any person who shall be the registered owner of the Bonds.

“Resolutions™ means, collectively, the Prior Resclutions and the Bond Legislation.

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

“Secretary” means the Secretary of the Governing Body.

“Series 1977 Bonds” means the Issuer’s Water Revenue Bonds, Series 1977 (United
States Department of Agriculture), dated July 16, 1979, issued in the original aggregate principal amount
of $225,000.

“Series 1982 Bonds” means the Issuer’s Water Revenue Bonds, Series 1982 (United

States Department of Agriculture), dated August 9, 1982, issued in the original aggregate principal
amount of $615,000.
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“Series 2002 A Bonds” means the Issuer’s Water Revenue Bonds, Series 2002 A (United
States Department of Agriculture), dated December 18, 2002, issued in the original aggregate principal
amount of $1,850,000.

“Series 2011 A Bonds™ means the Water Revenue Bonds, Series 2011 A (United States
Department of Agriculture), authorized hereby to be issued pursuant to this Bond Legislation.

“Series 2011 A Bonds Reserve Requirement” means, as of any date of calculation, the
maximum amount of principal and interest which will become due on the Series 2011 A Bonds in the
then current or any succeeding year.

“System” means the complete public waterworks system of the Issuer, presently existing
in its entirety or any integral part thereof, and shall include the Project and any improvements and
extensions thereto hereafter acquired or constructed for the System from any sources whatsoever.

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

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

ARTICLE 10

AUTHORIZATION OF
ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01.  Authorization of Payment of Acguisition and Construction of the Project.
There is hereby authorized and ordered the acquisition and construction of the Project, at an estimated
cost of $1,893,115, in accordance with the plans and specifications which have been prepared by the
Consulting Engineers, heretofore filed in the office of the Governing Body.

The Project is estimated to cost $1,893,115 of which $1,500,000 will be obtained from
proceeds of the Series 2011 A Bonds, $240,000 will be obtained as a grant from the Purchaser, and
approximately $153,115 will be obtained from an Abandoned Mine Lands grant.
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ARTICLE I
AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01.  Authorization of Bonds. Subject and pursuant to the provisions of the
Bond Legislation, the Series 2011 A Bonds of the Issuer, to be known as “Water Revenue Bonds,
Series 2011 A (United States Department of Agriculture)”, are hereby authorized to be issued in the
aggregate principal amount of $1,500,000, for the purpose of (i} financing a portion of the cost of the
acquisition and construction of the Project, and (ii) paying certain costs of issuance and related costs not
otherwise provided for.

Section 3.02.  Description of Bonds. The Series 2011 A Bonds shall be issued in single
form, numbered AR-1, only as a fully registered Bond, and shall be dated the date of delivery thereof.
The Series 2011 A Bonds shall bear interest from the date of delivery, payable monthly at the rate of
3.75% per annum, and shall be sold for the par value thereof. The said principal and interest shall be paid
in the following installments on the following dates: Monthly installments of interest only, commencing
30 days following delivery of the Bond and continuing on the corresponding day of each month for the
first 24 months after the date hereof, and $6,180, covering principal and interest, thereafter on said
corresponding day of each month, except that the final installment shall be paid at the end of 40 years
from the date of this Bond.

The Series 2011 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as provided in the
respective Bond forms hereinafter set forth.

Section 3.03.  Negotiability, Registration, Transfer and Exchange of Bonds. The
Series 2011 A Bonds shall be and have all the qualities and incidents of a negotiable instrument under the
Uniform Commercial Code of the State of West Virginia, but the Series 2011 A Bonds, and the right to
principal of and stated interest on the Series 2011 A Bonds, may only be transferred by transfer of the
registration thereof upon the books required to be kept pursuant to Section 3.04 hereof, by the party in
whose name it is registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 2011 A Bonds for cancellation, accompanied by delivery of a written instrument of transfer, duly
executed in a form acceptable to the Bond Registrar.

Whenever the Series 2011 A Bonds shall be surrendered for registration of transfer, the
Issuer shall execute and deliver a new Bond or Bonds in authorized denominations, for a like aggregate
principal amount. The Bond Registrar shall require the payment by the new owner requesting such
transfer of any tax or other governmental charge required to be paid with respect to such transfer, but the
Issuer shall pay any other expenses incurred by the Bond Registrar with respect to such transfer.

No registration of transfer of the Series 2011 A Bonds shall be permitted to be made after
the 15th day next preceding any installment payment date on the Series 2011 A Bonds.
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Section 3.04.  Bond Registrar. The Issuer shall be the Bond Registrar and will keep, or
cause to be kept by its agent, at its office, sufficient books for the registration and transfer of the
Series 2011 A Bonds, and, upon presentation for such purpose, the Bond Registrar shall, under such
reasonable regulations as it may prescribe, register the Series 2011 A Bonds initially issued pursuant
hereto and register the transfer, or cause to be registered by its agent, on such books, the transfer of the
Series 2011 A Bonds as hereinbefore provided.

The Bond Registrar shall accept the Series 2011 A Bonds for registration or transfer only
if ownership thereof is to be registered in the name of the Purchaser, an individual (including joint
ownership}, a corporation, a partnership or a trust, and only upon receipt of the social security number of
each individual, the federal employer identification number of each corporation or partnership or the
social security numbers of the settlor and beneficiaries of each trust and the federal employer
identification number and date of each trust and the name of the trustee of each trust and/or such other
identifying number and information as may be required by law. The Series 2011 A Bonds shall initially
be fully registered as to both principal and interest in the name of the United States of America. So long
as the Series 2011 A Bonds shall be registered in the name of the United States of America, the address of
the United States of America for registration purposes shall be National Finance Office, St. Louis,
Missouri 63103, or such other address as shall be stated in writing to the Issuer by the United States of
America.

Section 3.05.  Execution of Bonds. The Series 2011 A Bonds shall be executed in the
name of the Issuer by the Chairman and its corporate seal shall be affixed therefo and attested by the
Secretary. In case any one or more of the officers who shall have signed or sealed the Series 2011 A
Bonds shall cease to be such officer of the Issuer before the Series 2011 Bonds so signed and sealed have
been actually sold and delivered, such Bonds may nevertheless be sold and delivered as herein provided
and may be issued as if the person who signed or sealed such Bonds had not ceased to hold such office.
The Series 2011 A Bonds may be signed and sealed on behalf of the Issuer by such person as at the actual
time of the execution of such Bonds shall hold the proper office in the Issuer, although at the date of such
Bonds such person may not have held such office or may not have been so authorized.

Section 3.06. Bonds Mutilated, Destroyed, Stolen or Lost. In case the Series 2011 A
Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may in its discretion issue and
deliver a new Bond of like tenor as the Bonds so mutilated, destroyed, stolen or lost, in exchange and
substitution for such mutilated Bonds or in lieu of and substitution for the Bonds destroyed, stolen or lost,
and upon the holder’s furnishing the Issuer proof of his ownership thereof and complying with such other
reasonable regulations and conditions as the Issuer may require. The Series 2011 A Bonds so surrendered
shall be canceled and held for the account of the Issuer. If the Series 2011 A Bonds shall have matured or
be about to mature, instead of issuing a substitute Bond the Issuer may pay the same, and, if such Bond be
destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment of the debt
service of the Series 2011 A Bonds shall be secured forthwith by a first lien on the Net Revenues derived
from the System, on a parity with the Prior Bonds. The Net Revenues derived from the System in an
amount sufficient to pay the principal of and interest on the Series 2011 A Bonds and the Prior Bonds,
and to make the payments as hereinafter provided, are hereby irrevocably pledged to the payment of the
principal of and interest on the Series 2011 A Bonds and the Prior Bonds as the same become due.
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Section 3.08. Form of Bond. Subject to the provisions hereof, the text of the
Series 2011 A Bonds and the other details thereof shall be of substantially the following tenor, with such
omissions, insertions and variations as may be authorized or permitted hereby or by any resolution
adopted after the date of adoption hereof and prior to the issuance thereof:

[Remainder of Page Intentionally Blank]
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(FORM OF BOND)

UNITED STATES OF AMERICA
HODGESVILLE PUBLIC SERVICE DISTRICT
WATER REVENUE BONDS, SERIES 2011 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,500,000

No. AR-1 Date: , 2011

FOR VALUE RECEIVED, HODGESVILLE PUBLIC SERVICE DISTRICT (herein
called “Borrower”) promises to pay to the order of the United States of America (the “Government™), or
its registered assigns, at its National Finance Office, St. Louis, Missouri 63103, or at such other place as
the  Government may  hereafter designate in  writing, the principal sum  of
DOLLARS ($ ), plus interest on the unpaid
principal balance at the rate of % per annum. The said principal and interest shall be paid in the
following installments on the following dates: Monthly installments of interest only, commencing
30 days following delivery of the Bond and continuing on the corresponding day of each month for the
first 24 months after the date hereof, and $ , covering principal and interest, thereafter on said
corresponding day of each month, except that the final installment shall be paid at the end of 40 years
from the date of this Bond, in the sum of the unpaid principal and interest due on the date thereof, and
except that prepayments may be made as provided hereinbelow. The consideration herefor shall support
any agreement modifying the foregoing schedule of payments.

If the total amount of the loan is not advanced at the time of loan closing, the loan shall
be advanced to Borrower as requested by Borrower and approved by the Government and interest shall
accrue on the amount of each advance from its actual date as shown on the Record of Advances attached
hereto as a part hereof.

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

Prepayments of scheduled installments, or any portion thereof, may be made at any time
at the option of Borrower. Refunds and extra payments, as defined in the regulations of the Government
according to the source of funds involved, shall, after payment of interest, be applied to the installments
last to become due under this Bond and shall not affect the obligation of Borrower to pay the remaining
installments as scheduled herein.

If the Government at any time assigns this Bond and insures the payment thereof,
Borrower shall continue to make payments to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments as above authorized made by
Borrower may, at the option of the Government, be remitted by the Government to the holder promptly
or, except for final payment, be retained by the Government and remitted to the holder on either a
calendar quarter basis or an annual installment due date basis. The effective date of every payment made

CH5333657 11



by Borrower, except payments retained and remitted by the Government on an annual installment due
date basis, shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the Government to
the holder on an annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the effective date of
any such prepayment and the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof or to
preserve or protect any security herefor, or otherwise under the terms of any security or other instrument
executed in connection with the loan evidenced hereby, at the option of the Government shall become a
part of and bear interest at the same rate as the principal of the debt evidenced hereby and be immediately
due and payable by Borrower to the Government without demand. Borrower agrees to use the loan
evidenced hereby solely for purposes authorized by the Government.

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

This Bond is issued to (i) pay a portion of the costs of acquisition and construction of
certain extensions, additions, betterments and improvements to the existing public waterworks system of
the Issuer, and (ii) to pay costs of issuance and related costs.

This Bond, together with any additional bonds ranking on a parity herewith which may
be issued and outstanding for the purpose of providing funds for financing costs of additions, extensions
and improvements to the waterworks system (the “System”) of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there have been first paid from such
revenues the reasonable current costs of operation and maintenance of the System. This Bond does not in
any manner constitute an indebtedness of the Borrower within the meaning of any constitutional or
statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in person or by
his, her or its attorney duly authorized in writing, at the office of the Borrower, as Bond Registrar, but
only in the manner, subject to the limitations and upon payment of the charges, if any, provided in the
herein defined Resolutions and upon surrender and cancellation of this Bond. Upon such transfer a new
Bond or Bonds, of authorized denomination or denominations, for the like principal amount, will be
issued to the transferee in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and incidents of a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but may only
be transferred by transfer of registration hereof with the Bond Registrar.

This Bond has been issued under and in full compliance with the Constitution and
statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A of the
West Virginia Code, as amended (the “Act”), and a Resolution of the Borrower duly adopted

, 2011, authorizing issuance of this Bond (the “Resolution™).

If at any time it shall appear to the Government that Borrower may be able to obtain a
loan from a responsible cooperative or private credit source at reasonable rates and terms for loans for
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similar purposes and periods of time, Borrower will, at the Government’s request, apply for and accept
such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the Government
pursuant to the Consolidated Farm and Rural Development Act of 1965, as amended. This Bond shall be
subject to the present regulations of the Government and to its future regulations not inconsistent with the
express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND SOURCE OF
AND SECURITY FOR PAYMENT, WITH THE BORROWER’S (I) WATER REVENUE BONDS,
SERIES 1977 (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED JULY 16, 1979,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $225,000 (THE “SERIES
1977 BONDS™), (II) WATER REVENUE BONDS, SERIES 1982 (UNITED STATES DEPARTMENT
OF AGRICULTURE), DATED AUGUST 9, 1982, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $615,000 (THE “SERIES 1982 BONDS™); AND (III) WATER REVENUE
BONDS, SERIES 2002 A (UNITED STATES DEPARTMENT OF AGRICULTURE), DATED
DECEMBER 18, 2002, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF
$1,850,000 (THE “SERIES 2002 A BONDS”) (COLLECTIVELY THE “PRIOR BONDS™).

In accordance with the requirements of the United States Department of Agriculture, the
Bonds will be in default should any proceeds of the Bonds be used for a purpose that will contribute to

excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricultural
commodity.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOF, HODGESVILLE PUBLIC SERVICE DISTRICT has caused
this Bond to be executed by its Chairman and its corporate seal to be hereunto affixed or imprinted hereon
and attested by its Secretary, all as of the date hereinabove written.

HODGESVILLE PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman:

188 Favette Street
(P.O. Box No. or Street Address)

Buckhannon . West Virginia 26201
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary:
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EXHIBIT A

RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(D% (19)
2} (20)
(3) (21)
(4) (22)
(5) (23)
(6) (24)
(D (25)
(8) (26)
&) 27)
(10) (28)
{11) (29)
(12) (30}
(13} (31)
(14} (32)
(15) (33)
(16) (34)
(17) (35)
(18) 36)
TOTAL $
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{Form of Assignment)

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and ftransfers unto
the within Bond

and does hereby irrevocably constitute and appoint , Attorney to
transfer the said Bond on the books kept for registration of the within Bond of the said Issuer with full

power of substitution in the premises.

Dated: , 20

In the presence of:
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ARTICLE IV
SYSTEM REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 4.01. A. Establishment of Funds and Accounts with Depository Bank. The
following special funds or accounts are created (or continued if established by Prior Resolution) with and
shall be held by the Depository Bank, separate and apart from all other funds or accounts of the
Depository Bank and from each other:

H Revenue Fund (established by Prior Resolution);

(2) Renewal and Replacement Account (established by Prior Resolution as
Depreciation Reserve and hereby renamed and continued);

(3) Reserve Account for Series 1977 Bonds and Series 1982 Bonds; and
(4) Series 2011 A Bonds Project Construction Account.

B. Establishment of Funds and Accounts with Commission. The following special
funds or accounts are created (or continued if established by Prior Resolution) with and shall be held by
the Commission, separate and apart from all other funds or accounts of the Commission and from each
other:

(H) Series 2002 A Bonds Reserve Account {(established by Prior Resolution);
and

(2) Series 2011 A Bonds Reserve Account.

Section 4.02. Bond Proceeds; Project Construction Account. The proceeds of the sale
of the Series 2011 A Bonds shall be deposited upon receipt by the Issuer in the Series 2011 A Bonds
Project Construction Account. The monies in the Series 2011 A Bonds Project Construction Account in
excess of the amount insured by FDIC shall be secured at all times by the Depository Bank by securities
or in a manner lawful for the securing of deposits of State and municipal funds under West Virginia law.
Monies in the Series 2011 A Bonds Project Construction Account shall be expended by the Issuer solely
for the purposes provided herein.

Monies in the Series 2011 A Bonds Project Construction Account shall be used solely to
pay the cost of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issuer will
additionally transfer from the Series 2011 A Bonds Project Construction Account and pay to the
Purchaser on or before the due date, such sums as shall be from time to time required to make the
monthly installments on the Series 2011 A Bonds if there are not sufficient Net Revenues to make such
monthly payment.

Pending application as provided in this Section 4.02, money and funds in the Series 2011
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A Bonds Project Construction Account shall be invested and reinvested at the direction of the Issuer, to
the extent possible in accordance with applicable law, in Qualified Investments.

When acquisition and construction of the Project has been completed and all costs thereof
have been paid or provision for such payment has been made, any balance remaining in the Series 2011 A
Bonds Project Construction Account shall be disposed of in accordance with the regulations of the
Purchaser.

Section 4.03. Covenants of the Jssuer as to System Revenues and Funds. So leng as
any of the Series 2011 A Bonds shall be outstanding and unpaid, or until there shall have been set apart in
the Series 2011 A Bonds Reserve Account, a sum sufficient to pay, when due or at the earliest practical
prepayment date, the entire principal of the Series 2011 Bonds remaining unpaid, together with interest
accrued and to accrue thereon, the Issuer further covenants with the Holders of the Series 2011 A Bonds
as follows:

A. REVENUE FUND. The entire Gross Revenues derived from the operation of the
System, and all parts thereof, and all Tap Fees received, shall be deposited as collected by the Issuer in
the Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided in the
Resolutions and shall be kept separate and distinct from all other funds of the Issuer and the Depository
Bank and used only for the purposes and in the manner provided in the Resolutions.

B. DISPOSITION OF REVENUES. All Revenues at any time on deposit in the
Revenue Fund shall be disposed of only in the following order and priority, subject to the provisions of
the Prior Resolutions not otherwise modified herein:

(O The Issuer shall first, each month, pay from the Revenue Fund
the Operating Expenses of the System.

2 The Issuer shall next, each month, on or before the due date
thereof, transfer from the Revenue Fund and simultaneously remit (i) to
the National Finance Office the amount required by the Prior Resolutions
to pay the interest on the Prior Bonds; and (ii) to the National Finance
Office the amount required to pay interest on the Series 2011 A Bonds.

3) The Issuer shall next, each month, transfer from the Revenue
Fund and simultaneously, on or before the due date thereof, remit (i) to
the National Finance Office the amount required by the Prior Resolutions
to pay the principal of the Prior Bonds; and (ii) remit to the National
Finance Office, commencing 24 months following the date of delivery of
the Series 2011 A Bonds, the amount required to amortize the principal
of the Series 2011 A Bonds.

(4) The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and simultaneously (i) to the Depository Bank
the amounts required by the Prior Resolutions to be deposited in the
Reserve Account for the Series 1977 Bonds and Series 1982 Bonds; (i1)
remit to the Commission the amounts required by the Prior Resolutions
to be deposited in the Reserve Account for the Series 2002 Bonds; and
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(iii) beginning on the date specified by the purchaser, but in any event
not later than the 24th monthly anniversary of the Closing Date, and
continuing on each monthly anniversary of the Closing Date thereafter,
transfer from the Revenue Fund and remit to the Commission, for deposit
in the Series 2011 A Bonds Reserve Account, an amount equal to 10% of
the monthly payment amount, until the amount in the Series 2011 A
Bonds Reserve Account equals the Series 2011 A Bonds Reserve
Requirement; provided that, no further payments shall be made into the
Series 2011 A Bonds Reserve Account when there shall have been
deposited therein, and as long as there shall remain on deposit therein, an
amount equal to the Series 2011 A Bonds Reserve Requiremenit.

(5) The Issuer shall next, on the first day of each month, transfer
from the Revenue Fund and remit to the Commission for deposit in the
Renewal and Replacement Fund, an amount equal to 2 1/2% of the Gross
Revenues each month, exclusive of any payments for account of any
Reserve Account. All funds in the Renewal and Replacement Fund shall
be kept apart from all other funds of the Issuer or of the Commission and
shall be invested and reinvested in accordance with Article VIII hereof.
Withdrawals and disbursements may be made from the Renewal and
Replacement Fund for replacements, repairs, improvements or
extensions to the System; provided that, any deficiencies in any Reserve
Accounts (except to the extent such deficiency exists because the
required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the maximum
extent required hereof) shall be promptly eliminated with monies from
the Renewal and Replacement Fund.

Whenever the money in the Series 2011 A Bonds Reserve Account shall be sufficient to
prepay the Series 2011 A Bonds in full, it shall be the mandatory duty of the Issuer, anything to the
contrary herein notwithstanding, to prepay the Series 2011 A Bonds at the earliest practical date and in
accordance with applicable provisions hereof.

The Commission is hereby designated as the Fiscal Agent for the administration of the
Series 2011 A Bonds Reserve Account. All amounts required for the Series2011 A Bonds Reserve
Account will be deposited therein by the Issuer upon transfers of funds from the Revenue Fund at the

times provided herein, together with written advice stating the amount remitted for deposit into each such
fund.

The Revenue Fund shall constitute a Trust Fund and shall be used only for the purposes
and in the order provided herein, and until so used, the Purchaser shall have a lien thereon for further
securing payment of the Series 2011 A Bonds and the interest thereon, on a parity with the Prior Bonds.

The Series 2011 A Bonds Reserve Account shall constitute a trust fund and shall be used
only for the purposes and in the order provided herein, and until so used, the Purchaser shall have a lien

thereon for further securing payment of the Series 2011 A Bonds and the interest thereon.

If on any payment date the Revenues are insufficient to make the payments and transfers
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as hereinabove provided, the deficiency shall be made up in the subsequent payments and transfers in
addition to those which would otherwise be required to be made on the subsequent payment dates.

Principal, interest or reserve payments, whether made for a deficiency or otherwise, shall
be made on a parity and pro rata, with respect to the Series 2011 A Bonds and the Prior Bonds, in
accordance with the respective principal amounts then Outstanding.

Subject to the Prior Resolutions, the Commission shall keep the monies in the
Series 2011 A Bonds Reserve Account invested and reinvested to the fullest extent possible in accordance
with applicable law, and to the extent practicable, in Qualified Investments having maturities consonant
with the required use thereof. Investments in any fund or account under this Bond Legislation shall,
unless otherwise provided herein or required by law, be valued at the lower of cost or the then current
market value, or at the redemption price thereof if then redeemable at the option of the holder, including
value of accrued interest and giving effect to the amortization of discount, or at par if such investment is
held by the “consolidated fund” managed by the West Virginia Board of Treasury Investments. Any
investrnent shall be held in and at all times deemed a part of the fund or account in which such monies
were originally held, and interest accruing thereon and any profit or loss realized from such investment
shall be credited or charged to the appropriate fnnd or account. Earnings from monies in the Series 2011
A Bonds Reserve Account, so long as the Minimum Reserve is on deposit and maintained therein, shall
be paid annually by the Commission to the Issuer and deposited in the Revenue Fund.

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

D. USER CONTRACTS. The Issuer shall, prior to delivery of the Series 2011 A
Bonds, provide evidence that there will be at least 74 bona fide users upon the System on completion, in
full compliance with the requirements and conditions of the Purchaser.

E. CHARGES AND FEES. The Issuer shall remit from the Revenue Fund to the
Depository Bank and the Commission such additional sums as shall be necessary to pay the charges and
fees of the Depository Bank or the Commission then due.

F. INVESTMENT OF EXCESS BALANCES. The monies in excess of the sum
insured by FDIC in any of such funds or accounts shall at all times be secured, to the full extent thereof in
excess of such insured sum, by Qualified Investments as shall be cligible as security for deposits of state
and municipal funds under the laws of the State of West Virginia.

G. REMITTANCES. All remittances made by the Issuer to the Commission shall
clearly identify the fund or account into which each amount is to be deposited.

H. GROSS REVENUES. The Gross Revenues of the System shall only be used for
purposes of the System.
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ARTICLE V
GENERAL COVENANTS, ETC.

Section 5.01. General Statement. So long as the Series 2011 A Bonds shall be
outstanding and unpaid, or until there shall have been set apart in the Series 2011 A Bonds Reserve
Account, sums sufficient to prepay the entire principal of the Series 2011 A Bonds remaining unpaid,
together with interest accrued and to accrue thereon to the date of prepayment, the covenants and
agreements contained herein shall be and constitute valid and legally binding covenants between the
Issuer and the Holder of the Series 2011 A Bonds.

Section 5.02. Rates. So long as the Prior Bonds are outstanding, the Issuer will
maintain rates as required in the Prior Resolutions. So long as the Series 2011 A Bonds are outstanding,
the Issuer will, in the manner provided in the Act, fix and collect such rates, fees or other charges for the
services and facilities of the System, and revise the same from time to time whenever necessary, as will
always provide Revenues in each Fiscal Year sufficient to produce Net Revenues equal to not less than
110% of the annual debt service on the Series 2011 A Bonds and the Prior Bonds and sufficient to make
the payments required herein into all funds and accounts and all the necessary expenses of operating and
maintaining the System during such Fiscal Year and such rates, fees and other charges shall not be
reduced so as to be insufficient to provide adequate Revenues for such purposes.

Section 5.03.  Sale of the System. So long as the Prior Bonds are outstanding, the
Issuer shall not sell, mortgage, lease or otherwise dispose of the System or any part thereof, except as
provided in the Prior Resolutions. The System will not be sold without the prior written consent of the
Purchaser so long as the Series 2011 A Bonds are outstanding. Such consent will provide for disposition
of the proceeds of any such sale.

Section 5.04.  Issuance of Additional Parity Bonds or Obligations. No additional Parity
Bonds or obligations payable out of any of the Revenues of the System shall be issued, except with the
prior written consent of the Purchaser. No Parity Bonds shall be issued after issuance of the Series 2011
A Bonds unless the provisions contained in the Prior Resolution respecting issuance of Parity Bonds have
been satisfied. '

All Parity Bonds issued hereunder shall be on a parity in all respects with the Series 2011
A Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the costs of the
acquisition or construction of additions extensions, improvements or betterments to the System or
refunding any outstanding Bonds, or both such purposes.

So long as the Series 2011 A Bonds and the Prior Bonds are Outstanding, no Parity
Bonds shall be issued at any time, however, unless there has been procured and filed with the Secretary a
written statement by the Independent Certified Public Accountants, reciting the conclusion that the Net
Revenues for the Fiscal Year following the vear in which such Parity Bonds are to be issued shall be at
least 120% of the average annual debt service requirements on the following:

(1) The Bonds Outstanding;

(2) Any Parity Bonds theretofore issued pursuant to the provisions

CH5333657 21



contained in this Resolution then Outstanding; and

3) The Parity Bonds than proposed to be issued.

The foregoing limitation may be waived or modified by the written consent of the
Holders of the Prior Bonds, representing 75% of the then-outstanding principal indebtedness.

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and agrees that it
will, as an expense of construction, operation and maintenance of the System, procure, carry and
maintain, so long as the Series 2011 A Bonds remain outstanding, insurance with a reputable insurance

carrier or carriers covering the following risks and in the following amounts:

CH5333657

(a) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF
AND EXTENDED COVERAGE INSURANCE, to be procured upon
acceptance of any part of the Project from the contractor, and
immediately upon any portion of the System now in use, on all
above-ground structures of the System and mechanical and electrical
equipment in place or stored on the site in an amount equal to the full
insurable value thereof. In the event of any damage to or destruction of
any portion of the System, the Issuer will promptly arrange for the
application of the insurance proceeds for the repair or reconstruction of
such damaged or destroyed portion. The Issuer will itself, or will require
each contractor and subcontractor to, obtain and maintain builder’s risk
insurance to protect the interests of the Issuer during construction of the
Project in the full insurable value thereof.

(b PUBLIC LIABILITY INSURANCE, with limits of not less than
$500,000 for one or more persons injured or killed in one accident to
protect the Issuer from claims for bodily injury and/or death, and not less
than $200,000 to protect the Issuer from claims for damage to property
of others which may arise from the operation of the System, such
insurance to be procured not later than the date of delivery of the
Series 2011 A Bonds.

(c) VEHICULAR PUBLIC LIABILITY INSURANCE, in the event
the Issuer owns or operates any vehicle in the operation of the System, or
in the event that any vehicle not owned by the Issuer is operated at any
time or times for the benefit of the Issuer, with limits of not less than
$500,000 for one or more persons injured or killed in one accident to
protect the Issuer from claims for bodily injury and/or death, and not less
than $200,000 to protect the Issuer from claims for damage to property
of others which may arise from such operation of vehicles, such
insurance to be procured prior to acquisition or commencement of
operation of any such vehicle for the Issuer.

(d) WORKERS' COMPENSATION COVERAGE FOR ALL

EMPLOYEES OF THE DISTRICT ELIGIBLE THEREFOR AND
PERFORMANCE AND PAYMENT BONDS, such bonds to be in the
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amounts of 100% of the construction contract, will be required of each
prime contractor, and such payment bonds have been or will be filed
with the Clerk of the County Commission of said County prior fo
commencement of construction of the Project in compliance with
West Virginia Code Section 38-2-39. Workers’ compensation coverage
shall be maintained as required by the laws of the State of West Virginia.

{e) FLOOD INSURANCE to be procured, to the extent available at
reasonable cost to the Issuer; however, if the System is located in a
community which has been notified as having special flood or mudslide
prone areas, flood insurance must be obtained.

() FIDELITY BONDS will be provided as to every member of the
Governing Body and as to every officer and employee thereof having
custody of the Revenue Fund or of any revenues or other funds of the
Issuer in such amount as may be requested by the Purchaser from time to
time.

(2) Provided, however, and i lieu of and notwithstanding the
foregoing provisions of thig Section, during construction of the Project
and so long as the Series 2011 A Bonds are outstanding, the Issuer will
carry insurance and bonds or cause insurance and bonds to be carried for
the protection of the Issuer, and during such construction will require
each contractor and subcontractor to carry insurance, of such types and in
such amounts as the Purchaser may specify, with insurance carriers or
bonding companies acceptable to the Purchaser.

Section 5.06.  Statutory Mortgage Lien. For the further protection of the Holder of the
Series 2011 A Bonds, a statutory mortgage lien upon the System is granted and created by the Act, on a
parity with the Prior Bonds, which statutory mortgage lien is hereby recognized and declared to be valid

and binding and shall take effect immediately upon the delivery of the Series 2011 A Bonds.

Section 5.07. Events of Default. Each of the following events is hereby declared an

“Bvent of Default”™:

CHS5333657

() Failure to make payment of any monthly amortization
installment upon the Series 2011 A Bonds at the date specified
for payment thereof;

(b) Failure to duly and punctually observe or perform any of the
covenants, conditions and agreements on the part of the Issuer
contained in the Series 2011 A Bonds or herein, or violation of
or failure to observe any provision of any pertinent law; and

(c) If a default occurs with respect to the Prior Bonds or the Prior
Resolutions.
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Section 5.08.  Enforcement. Upon the happening of any Event of Default specified
above, then, and in every such case, the Purchaser may proceed to protect and enforce its rights by an
appropriate action in any court of competent jurisdiction, either for the specific performance of any
covenant or agreement, or execution of any power, or for the enforcement of any proper legal or equitable
remedy as shall be deemed most effectual to protect and enforce such rights.

Upon application by the Purchaser, such court may, upon proof of such default, appoint a
receiver for the affairs of the Issuer and the System. The receiver so appointed shall administer the
System on behalf of the Issuer, shall exercise all the rights and powers of the Issuer with respect to the
System, shall proceed under the direction of the court to obtain authorization to increase rates and charges
of the System, and shall have the power to collect and receive all revenues and apply the same in such
manner as the court may direct; provided that, all rights and remedies of the Holders of the Prior Bonds
shall be on a parity with the Series 2011 A Bonds.

Section 5.09. Fiscal Year; Budget. While the Series 2011 A Bonds are outstanding
and unpaid and to the extent not now prohibited by law, the System shall be operated and maintaied on a
Fiscal Year basis commencing on July 1 of each year and ending on the following June 30, which period
shall also constitute the budget year for the operation and maintenance of the System. Not later than
30 days prior to the beginning of each Fiscal Year, the Issuer agrees to adopt the Annual Budget for the
ensuing year, and no expenditures for operation and maintenance expenses of the System in excess of the
Annual Budget shall be made during such Fiscal Year unless unanimously authorized and directed by the
Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser by the beginning of
each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annual Budget before the 1st day
of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month until the adoption of
the Annual Budget; provided, however, that no such monthly budget shall exceed the budget for the
corresponding month in the next year preceding by more than 10%; and provided further, that adoption of
a Budget of Current Expenses shall not constitute compliance with the covenant to adopt an Annual
Budget unless failure to adopt an Annual Budget be for a reason beyond the control of the Issuer. Each
such Budget of Current Expenses shall be mailed immediately to the Purchaser.

Section 5.10. Compensation of Members of Govemning Body. The Issuer hereby
covenants and agrees that no compensation for policy direction shall be paid to the members of the
Governing Body in excess of the amount permitted by the Act. Payment of any compensation to any such
member for policy direction shall not be made if such payment would cause the Net Revenues to fall
below the amount required to meet all payments provided for herein, nor when there is default in the
performance of or compliance with any covenant or provision hereof.

Section 5.11.  Covenant to Proceed and Complete. The Issuer hereby covenants to
proceed as promptly as possible with the acquisition and construction of the Project to completion thereof
in accordance with the plans and specifications prepared by the Consulting Engineer on file with the
Secretary on the date of adoption hereof, subject to permitted changes.
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Section 5.12. Books and Records; Audits. The Issuer will keep books and records of
the System, which shall be separate and apart from all other books, records and accounts of the Issuer, in
which complete and correct entries shall be made of all transactions relating to the System, and the
Purchaser shall have the right at all reasonable times to inspect the System and all records, accounts and
data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said books, records and accounts of the
System to be properly audited by an independent competent firm of certified public accountants and shall
mail a copy of such audit report to the Purchaser. The Issuer shall further comply with the Act with
respect to such books, records and accounts.

Section 5.13.  Maintenance of System. The Issuer covenants that it will continuously
operate, in an economical and efficient manner, and maintain the System as a revenue-producing utility as
herein provided so long as the Series 2011 A Bonds are oufstanding,.

Section 5.14. No Competition. To the extent legally allowable, the Issuer will not
permit competition with the System within its boundaries or within the territory served by it and will not
grant or cause, consent to or allow the granting of any franchise, permit or other authorization for any
person, firm, corporation, public or private body, agency or instrumentality whatsoever to provide any of
the services supplied by the System within the boundaries of the Issuer or within the territory served by
the System.

ARTICLE VI
RATES, ETC.

Section 6.01.  Initial Schedule of Rates and Charges: Rules.

Al The initial schedule of rates and charges for the services and facilities of the
System, subject to change consistent with the provisions hereof, shall be as set forth in the Recommended
Decision dated May 24, 2010 which became Final Order of the Public Service Commission of West
Virginia on June 13, 2010, in Case No. 10-0014-PWD-CN and are incorporated herein by reference as a
part hereof.

B. There shall not be any discrimination or differential in rates between customers
in similar circumstances.

C. All delinquent fees, rates and charges for services or facilities of the System shall
be liens on the premises served of equal degree, rank and priority with the lien on such premises of state,
county, school and municipal taxes, as provided in the Act. The Issuer shall have all remedies and
powers provided under the Act and other applicable provisions of law with regard to the collection and
enforcement of such fees, rates and charges.

D. The Issuer will not render or cause to be rendered any free services of any nature
by the System nor any of the facilities; and in the event that the Issuer or any department, agency, officer
or employee thereof should avail itself or themselves of the services or facilities of the System, the same
fees, rates and charges applicable to other customers receiving like services under similar circumstances
shall be charged, such charges shall be paid as they accrue, and revenues so received shall be deposited
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and accounted for in the same manner as other Revenues of the System.

E. The Issuer may require any applicant for any service by the System to deposit a
reasonable and equitable amount to insure payment of all charges for the services rendered by the System,
which deposit shall be handled and disposed of under the applicable rules and regulations of the Public
Service Commission of West Virginia.

F. The Issuer, to the extent permiftted by law, will not accept payment of any water
bill from a customer served with water and sewer services by the Issuer without payment at the same time
of a sewer bill owed by such customer for the same premises.

ARTICLE VII
MISCELLANEOUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall otherwise be
paid, to the Holder of the Series 2011 A Bonds, the principal of and interest due or to become due
thereon, at the times and in the manner stipulated therein and in this Bond Legislation, then with respect
to the Series 2011 A Bonds, the pledge of Net Revenues and other monies and securities pledged under
this Bond Legislation and all covenants, agreements and other obligations of the Issuer to the Registered
Owner of the Series 2011 A Bonds, shall thereupon cease, terminate and become void and be discharged
and satisfied.

Except through such direct payment to the Holder of the Series 2011 A Bonds, the Issuer
may not defease the Series 2011 A Bonds or otherwise provide for payment thereof by escrow or like
manner.

Section 7.02. Modification or Amendment. The Bond Legislation may not be
modified or amended after final passage without the prior written consent of the Purchaser.

Section 7.03. Delivery_of Bonds. The Chairman, Secretary and Treasurer of the
Governing Body are hereby authorized and directed to cause the Series 2011 A Bonds, hereby awarded to
the Purchaser pursuant to prior agreement, to be delivered to the Purchaser as soon as the Purchaser will
accept such delivery.

Section 7.04.  Severability of Invalid Provisions. If any one or more of the covenants,
agreements or provisions hereof should be held contrary to any express provision of law or contrary to the
policy of express law, although not expressly prohibited, or against public policy, or shall for any reason
whatsoever be held invalid, then such covenants, agreements or provisions shall be null and void and shall
be deemed severable from the remaining covenants, agreements or provisions hereof, and shall in no way
affect the validity of all the other provisions hereof or the Series 2011 A Bonds.

Section 7.05.  Conflicting Provisions Repealed. The Prior Resolutions and all parts
thereof not expressly hereby changed shall continue in full force and effect and this Bond Legislation
shall be supplemental to the Prior Resolutions.

All resolutions and orders, or parts thereof, in conflict with the provisions hereof are, to
the extent of such conflicts, hereby repealed; provided that this Section shall not be applicable to the Loan

CH5333657 26



Resolution (Form FmHA 442-47) or the Prior Resolutions.

Section 7.06. Table of Contents and Headings. The Table of Contents and headings of
the articles, sections and subsections hereof are for convenience only and shall neither control nor affect
in any way the meaning or construction of any of the provisions hereof.

Section 7.07. Covenant of Due Procedure, Etc. The Issuer covenants that all acts,
conditions, things and procedures required to exist, to happen, to be performed or to be taken precedent to
and in the adoption of this Resolution do exist, have happened, have been performed and have been taken
in regular and due time, form and manner as required by and in full compliance with the laws and
Constitution of the State of West Virginia applicable thereto; and that the Chairman, Secretary and
members of the Governing Body were at all times when any actions in connection with this Resolution
occurred and are duly in office and duly qualified for such office.

Section 7.08.  Effective Date. This Resolution shall take effect immediately upon its

adoption.

[Remainder of Page Intentionally Blank]
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Adopted this 12th day of April, 2011.

HODGESVILLE PUBLIC SERVICE DISTRICT

By: et ¥ Z
Its: Chairman
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board of
HODGESVILLE PUBLIC SERVICE DISTRICT on the 12th day of April, 2011.

Dated: April 14, 2011.

[SEAL]

Secretary

03.25.11
4i5080.00002
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HODGESVILLE PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2011 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,500,000

REGISTRATION BOOKS

(No writing on these Books except by the Issuer as Registrar)

In Whose Name

Bond No. | Date of Registration Registered

Signature of Secretary of Registrar

. United States Department \Q
AR-1 April 14, 2011 of Agriculture ﬂb \Qm&j

03.25.11
415080.00002
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Chase Tower, Eighth Floor Writer's Contact Information
STEPTOEL &
OHNSON Charleston, WV 25326-1588
] FLLC {304) 353-8000 (304} 353-8180 Fax

ATTORNEYS AT LAW www.steptoe-johnson.com

April 14, 2011

Hodgesville Public Service District
Water Revenue Bonds, Series 2011 A
{(United States Department of Agriculture)

Hodgesville Public Service District
Buckhannon, West Virginia

United States Department of Agriculture
Elkins, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Hodgesville Public
Service District in Upshur County, West Virginia (the “Issuer™), of its $1,500,000 Water Revenue Bonds,
Series 2011 A (United States Department of Agriculture) dated the date hereof (the “Bonds™), pursuant to
Chapter 16, Article 13A of the West Virginia Code of 1931, as amended (the “Act”), and a Bond
Resolution duly adopted by the Issuer on April 12, 2011 (the “Bond Legislation™). We have examined
the law and such certified copies of proceedings and other papers as we deem necessary to render this
opinion.

As to questions of fact material to our opinion, we have relied upon the representations of
the Issuer contained in the Bond Legislation and in the certified proceedings and other certifications of
public officials furnished to us without undertaking to verify the same by independent investigation.

Based upon the foregoing, we are of the opinion, under existing law, as follows:

1. The Issuer is duly created and validly existing as a public service district and as a
public corporation and a political subdivision of the State of West Virginia with full power to adopt and
enact the Bond Legislation, perform the agreements on its part contained therein and issue and sell the
Bonds, all under the Act and other applicable provisions of law.

2. The Bond Legislation has been duly and effectively adopted and enacted by the
Issuer and constitutes a valid and binding obligation of the Issuer enforceable upon the Issuer.

3. Pursuant to the Act, the Bond Legislation creates a valid lien on the funds
pledged by the Bond Legisiation for the security of the Bonds, on a parity with the Issuer’s (i) Water
Revenue Bonds, Series 1977 (United States Department of Agriculture), dated July 16, 1979, issued in the
original aggregate principal amount of $225,000 (the “Series 1977 Bonds™); (ii) Water Revenue Bonds,
Series 1982 (United States Department of Agriculture), dated August 9, 1982, issued in the original
aggregate principal amount of $615,000 {the “Series 1982 Bonds™); and (iii) Water Revenue Bonds,

7
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Hodgesville Public Service District, et. al.
Page 2

Series 2002 A (United States Department of Agriculture), dated December 18, 2002, issued in the original
aggregate principal amount of $1,850,000 (the “Series 2002 A Bonds”) (collectively the “Prior Bonds™).

4, The Bonds have been duly authorized, executed and delivered by the Issuer and
are valid and binding special obligations of the Issuer, payable solely from the sources provided therefor
in the Bond Legislation.

5. The Bonds have not been issued on the basis that the interest, if any, thereon is or
will be excluded from the gross income of the owners thereof for federal income tax purposes. We
express no opinion regarding the excludability of such interest from the gross income of the owners

thereof for federal income tax purposes or other federal tax consequences arising with respect to the
Bonds.

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

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

Very truly yours,

03.25.11
415080.00002
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THOMAS R. ROSS II

Attorney at Law
209 Randolph Avenue
P.O. Box 2448
Elkins, WV 26241

Phone: (304) 637-0117 Facsimile: (304) 637-0119
email; trrossi@citynet.net

April 14, 2011
Hodgesville Public Service District

Water Revenue Bonds, Series 2011 A
(United States Department of Agriculture)

Hodgesville Public Service District
Buckhannon, West Virginia

United States Department of Agriculture
Elkins, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen;

I am counsel to Hodgesville Public Service District, a public service district in
Upshur County, West Virginia (the “Issuer™). As such counsel, I have examined copies of the
approving opinion of Steptoe & Johnson PLLC, as bond counsel, a resolution of the Issuer duly
adopted April 12, 2011 (the “Resolution™), other documents and papers relating to the Issuer and
the above-captioned Bonds of the Issuer (the “Bonds”) and documents and orders of The County
Commission of Upshur County relating to the creation of the Issuer and the appointment of
members of the Public Service Board of the Issuer. All capitalized terms used in the Resolution
and not otherwise defined herein shall have the same meanings as defined in the Resolution
when used herein.

I am of the opinion that:

L. The Issuer is duly created and validly existing as a public service district
and as a public corporation and political subdivision of the State of West Virginia.

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



Hodgesville Public Service District, et al.
Page 2

3. The Resolution has been duly adopted by the Issuer and is in full force and
effect.

4, The execution and delivery of the Bonds and the consummation of the
transactions contemplated by the Bonds and the Resolution, and the carrying out of the terms
thereof, do not and will not, in any material respect, conflict with or constitute, on the part of the
[ssuer, a breach of or default under any agreement, document or instrument to which the Issuer is
a party or by which the Issuer or its properties are bound or any existing law, regulation, rule,
order or decree to which the Issuer is subject.

5. All permits, licenses, approvals, consents, certificates, orders, exemptions
and authorizations necessary for the due creation and valid existence of the Issuer, the issuance of
the Bonds, the acquisition and construction of the Project, the operation of the System and the
imposition of rates and charges have been entered and/or received, including, without limitation,
all requisite orders, certificates, consents and approvals from The County Commission of Upshur
County and the Public Service Commission of West Virginia, and the [ssuer has taken any other
action required for the imposition of such rates and charges, including, without limitation, the
adoption of a resolution prescribing such rates and charges. The Issuer has duly published a
notice of the acquisition and construction of the Project, the issuance of the Bonds and related
matters, as required under Chapter 16, Article 13A, Section 25 of the West Virginja Code of
1931, as amended, and has duly complied with the provisions thereof.

6. To the best of my knowledge, there is no action, suit, proceeding or
investigation at law or in equity before or by any court, public board or body, pending or
threatened, wherein an unfavorable decision, ruling or finding would adversely affect the
transactions contemplated by the Bonds or the Resolution, the acquisition and construction of the
Project, the operation of the System, or the validity of the Bonds, or the collection or pledge of
the Net Revenues therefor.

Very truly yours,

‘/ﬂwwua,o ? (oI

THOMAS R. ROSS, I, ESQUIRE

TRR/bng



HODGESVILLE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2011 A
{United States Department of Agriculture)

COMBINED CERTIFICATE OF ISSUER AND ATTORNEY ON:

AUTHORIZATION AND AWARD OF BONDS

NO LITIGATION

GOVERNMENTAL APPROVALS

NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
SIGNATURES, ETC.

CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME, ETC.
DELIVERY AND PAYMENT AND USE OF PROCEEDS
LAND AND RIGHTS-OF-WAY

MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.
CONTRACTORS’ INSURANCE, ETC.

CONNECTIONS, ETC.

MANAGEMENT

CONFLICT OF INTEREST

PROCUREMENT OF ENGINEERING SERVICES
EXECUTION OF COUNTERPARTS

it e e
N T N e e e I ATl

We, the undersigned CHAIRMAN and SECRETARY of the Public Service Board of
Hodgesville Public Service District, in Upshur County, West Virginia (the “Issuer”), and the undersigned
COUNSEL for the Issuer, acting for the Issuer and in its name, hereby state and certify on this the 14th
day of April, 2011, in connection with the Hodgesville Public Service District Water Revenue Bonds,
Series 2011 A (United States Department of Agriculture), No. AR-1, dated the date hereof, fully
registered, in the principal amount of $1,500,000 (the “Series 2011 A Bonds™) as follows:

1. AUTHORIZATION AND AWARD OF BONDS: The undersigned are
authorized to execute this certificate on behalf of the Issuer and are knowledgeable with respect to the
matters set forth herein. The entire issue of the Series 2011 A Bonds have been duly awarded to the
United States of America, acting by the United States Department of Agriculture, Rural Utilities Service
(the “Purchaser”), pursuant to a Letter of Conditions from the Purchaser, dated April 9, 2009, and all
amendments thereto, and the Resolution of the Issuer duly adopted on April 12, 2011, authorizing
issuance of the Series 2011 A Bonds (the “Resolution” or “Bond Resolution™). All capitalized terms used
herein and not otherwise defined herein shall have the same meaning as defined in the Bond Resolution
when used herein. The Series 2011 A Bonds are being issued on this date to (i) finance a portion of the
cost associated with the acquisition and construction of the Project, and (ii) pay certain costs associated
with the cost of issuance and related costs not otherwise provided for.

2. NO LITIGATION: No controversy or litigation of any nature is now pending,
or, to the knowledge of any of the undersigned, threatened, restraining, enjoining or affecting in any
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manner the issuance and delivery of the Series 2011 A Bonds or receipt of any grant monies, if any,
committed for the System, hereinafter defined; nor questioning the proceedings and authority by which
the Issuer authorized the issuance and sale of the Series 2011 A Bonds; nor in any way questioning or
affecting the validity of the grants, if any, committed for the System or the validity of the Series 2011 A
Bonds or any provisions made or auvthorized for the payment thereof, including, without limitation, the
pledge or application of any monies or security therefor; nor questioning the existence, powers or
proceedings of the Issuer or its Public Service Board (the “Governing Body”) or the title of the members
and officers thereof to their respective offices; nor questioning the operation of the System or the
acquisition and construction of the Project, a portion of the cost of which is being financed out of the
proceeds of sale of the Series 2011 A Bonds; nor questioning the rates and charges provided for services
of the System,

3. GOVERNMENTAL APPROVALS: All applicable and necessary approvals,
permits, authorizations, registrations, exemptions, consents and certificates required by law for the
acquisition and construction of the Project, the operation of the System, including, without limitation, the
imposition of rates and charges, and the issuance of the Series 2011 A Bonds have been duly and timely
obtained and remain in full force and effect. Competitive bids for the acquisition and construction of the
Project were solicited in accordance with Chapter 5, Article 22, Section 1 of the Official West Virginia
Code of 1931, as amended, which bids remain in full force and effect.

The Issuer has received a Recommended Decision of the Public Service Commission of
West Virginia (the “PSC”) dated May 24, 2010, in Case No. 10-0014-PWD-CN, which became a Final
Order on June 13, 2010, granting to the Issuer a certificate of public convenience and necessity for the
Project and approving the financing for the Project. The time for appeal of the Final Order has expired
prior to the date hereof without any appeal. Such Final Order remains in full force and effect.

4, NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There has been no
adverse change in the financial condition of the Issuer since the approval by the Purchaser of a loan to
assist in the acquisition and construction of the Project.

There are outstanding obligations of the Issuer which will rank on a parity with the Series
2011 A Bonds as to liens, pledge and source of and security for payment, and in all respects, being the
Issuer’s (i) Water Revenue Bonds, Series 1977 (United States Department of Agriculture), dated July 16,
1979, issued in the original aggregate principal amount of $225,000 (the “Series 1977 Bonds™); (ii) Water
Revenue Bonds, Series 1982 (United States Department of Agriculture), dated August 9, 1982, issued in
the original aggregate principal amount of $615,000 (the “Series 1982 Bonds™); and (iii) Water Revenue
Bonds, Series 2002 A (United States Department of Agriculture), dated December 18, 2002, issued in the
original aggregate principal amount of $1,850,000 (the “Series 2002 A Bonds”) (collectively the “Prior
Bonds”). Other than the Prior Bonds, there are no other outstanding bonds or obligations of the Issuer
which rank prior to or on a parity with the Series 2011 A Bonds as to liens, pledge and/or service of and
security for payment.

The Issuer is not in default under the terms of the Prior Bonds or the resolutions
authorizing issuance of the Prior Bonds or any document in connection therewith, and has complied with
all requirements of all the foregoing with respect to the issuance of Parity Bonds or has obtained a
sufficient and valid consent or waiver thereof.

CH5333670 2



5. SIGNATURES, ETC.: The undersigned Chairman and Secretary did, for the
Issuer on the date hereof, officially execute and seal the Series 2011 A Bonds with the official corporate
seal of the Issuer, an impression of which seal is on this certificate above our signatures and said officers
are the duly elected or appointed (as applicable), qualified and serving officers as indicated by the official
titles opposite their signatures below, and are duly authorized to execute and seal the Series 2011 A
Bonds for the Tssuer.

6. CERTIFICATION OF COPIES OF DOCUMENTS: The copies of the below-
listed documents hereto attached or delivered herewith or heretofore delivered are true, correct and
complete copies of the originals of the documents of which they purport to be copies, and such original
documents are in full force and effect and have not been repealed, rescinded, amended or changed in any
way unless modification appears from later documents also listed below:

Bond Resolution

Prior Bond Resolutions

Consent of USDA to Issuance of Parity Bonds

USDA Letter of Conditions, with all amendments

Public Service Commission Order(s)

County Commission Orders on Creation of District

County Commission Orders of Appointment of Current Board Members

Oaths of Office of Current Board Members

Rules of Procedure

Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resoclution

United States Department of Agriculture Loan Agreement

United States Department of Agriculture Grant Agreement

Evidence of Abandoned Mine Lands grant

7. INCUMBENCY AND OFFICIAL NAME, ETC.: The proper corporate title of
the TIssuer is “Hodgesville Public Service District” and its principal office and place of business are in
Upshur County, West Virginia. The Issuer is a public service district and public corporation and political
subdivision of the State of West Virginia. The governing body of the Issuer is its Public Service Board

consisting of three duly appointed, qualified and acting members, whose names and dates of
commencement and termination of current terms of office are as follows:

CH5333670 3



Date of Date of

Name Commencement Termination
of Office of Office
Robert Wright August 5, 2006 August 5, 2012
Roger Ward August 5, 2008 August 5, 2014
Donnie Kincatd August 5, 2010 August 5, 2016

The names of the duly elected, appointed, qualified and acting officers of said Public
Service Board of said Issuer for the calendar year 2011 are as follows:

Chairman - Robert Wright
Secretary - Roger Ward

The duly appointed and acting Attorney for the Issuer is Thomas R. Ross, II, Esquire, of
Elkins, West Virginia.

8. DELIVERY AND PAYMENT AND USE OF PROCEEDS: On the date hereof,
the Series 2011 A Bonds were delivered to the Purchaser at Hodgesville, West Virginia, by the
undersigned Chairman for the purposes set forth herein, and at the time of such delivery, the Series
2011 A Bonds have been duly and fully executed and sealed on behalf of the Issuer in accordance with
the Resolution.

At the time of delivery of the Series 2011 A Bonds, the undersigned Chairman received
$160,900, being a portion of the principal amount of the Series 2011 A Bonds. Further advances of the
balance of the principal amount of the Series 2011 A Bonds will be paid to the Issuer as acquisition and
construction of the Project progresses.

The Series 2011 A Bonds are dated the date hereof, and interest on advances of the
principal thereof at the rate of 3.75% per annum is payable from the date of each respective advance.

" The Series 2011 A Bonds and the entire proceeds thereof will be used for the purposes
herein set forth and for no other purposes.

9. LAND AND RIGHTS-OF-WAY: All land in fee sinple and all rights-of-way
and easements necessary for the acquisition, construction, operation and maintenance of the Project and
the System have been acquired or can and will be acquired by purchase, or if necessary, by condemnation
by the Issuer and are adequate for such purposes and are not or will not be subject to any liens,
encumbrances, reservations or exceptions which would adversely affect or interfere in any way with the
use thereof for such purposes. The costs thereof, including costs of any properties which may have to be
acquired by condemnation, are, in the opinion of all the undersigned, within the ability of the Issuer to
pay for the same without jeopardizing the security of or payments on the Series 2011 A Bonds.

10. MEETINGS; PUBLICATION AND POSTING OF NOTICES, ETC.: All
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actions, resolutions, orders and agreements taken by and entered into by or on behalf of the Issuer in any
way connected with the acquisition, construction, operation and financing of the Project and the System
were authorized or adopted at meetings of the Governing Body of the Issuer duly and regularly called and
held pursuant to the Rules of Procedure of the Governing Body and all applicable statutes, including
particularly and without limitation, Chapter 6, Article 9A of the official West Virginia Code of 1931, as
amended, and a quorum of duly elected or appointed (as applicable), qualified and acting members of the
Governing Body was present and acting at all times dnring all such meetings. All notices required to be
posted and/or published were so posted and/or published.

I1. CONTRACTORS® INSURANCE, ETC.: All contractors will be required to
maintain Workers’ Compensation, public liability and property damage insurance, and builder’s risk
insurance where applicable, in accordance with the Letter of Conditions and Commitment of the
Purchaser, as amended, and the Resolution. The successful bidders have provided the Drug-Free
Workplace Affidavit as evidence of compliance with the provisions of Article 1D, Chapter 21 of the West
Virginia Code.

12. CONNECTIONS, ETC.: The Issuer will serve at least 74 bona fide users with
the System upon the completion of the Project, in full compliance with the requirements and conditions of
the Purchaser.

13. MANAGEMENT: The Issuer has heretofore delivered to the Purchaser a plan
concerning operation and management of the System, which plan was found to be acceptable by the
Purchaser,

14. CONFLICT OF INTEREST: No member, officer or employee of the Issuer has
a substantial financial interest, direct, indirect or by reason of ownership of stock in any corporation, in
any contract with the Issuer or in the sale of any land, materials, supplies or services to the Issuer or to
any contractor supplying the Issuer, relating to the Series 2011 A Bonds, the Bond Resolution and/or the
Project, including, without limitation, with respect to the Depository Bank, as defined in the Bond
Resolution. For purposes of this paragraph, a “substantial financial interest” shall include, without
limitation, an interest amounting to more than 5% of the particular business enterprise or contract.

15. PROCUREMENT OF ENGINEERING SERVICES: The Issuer has complied in
all respects with the requirements of Chapter 5G, Article 1 of the West Virginia Code of 1931, as
amended, in the procurement of engineering services to be paid from proceeds of the Bonds.

16. EXECUTION OF COUNTERPARTS: This document may be executed in one or
more counterparts, each of which shall be deemed an original and all of which shall constitute but one and
the same document.

[Remainder of Page Intentionally Blank]

CH3333670 3



WITNESS our signatures and the official corporate seal of HODGESVILLE PUBLIC

SERVICE DISTRICT on the day and vear first written above.

{CORPORATE SEAL]

SIGNATURE

7 —
numm R Nl I

03.21.11
415080.06002
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HODGESVILLE PUBLIC SERVICE DISTRICT

‘Water Revenue Bonds, Series 2011 A
(United States Department of Agricutiure)

ENGINEER’S CERTIFICATE

I, Kenneth P. Moran, Repistered Professional Engineer, West Virginia License No.
11309, of Thrasher Engineering, Inc., Clarksburg, West Virginia, hereby certify that my firm is the
engineer for the acquisition and construction of certain additions, improvements and extensions (the
“Project™) to the existing waterworks system (the “System™) of Hodgesville Public Service District (the
“Issuer”), to be acquired and constructed in Upshur County, West Virginia, which acquisition and
construction are being financed in whole or in part by the above-captioned bonds of the Issuer.

I further certify that the Project will, to the best of my knowledge, be constructed in
accordance with plans and specifications prépared by my firm and that the System and the Project are
situate wholly or chiefly within the boundaries of the Issuer.

I further certify that the Project is adequate for the purpose for which it was designed and
that the necessary povernmental approvals, consents, authorizations, certificates and permits for the
acquisition and construction thereof have been obtained.

[ further certify that the successful bidders have provided the Drug-Free Workplace
Affidavit as evidence of the Vendor’s compliance with the provisions of Article 1D, Chapter 21 of the

West Virginia Code,

WITNESS my signature on this 14th day of April, 2011.

Thrasher Engineering, Inc.
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WV MUNICIPAL BOND COMMISSION
1207 Quarrier Street Suite 401
Charleston, WV 25301

(304) 558-3971

NEW ISSUE REPORT FORM

Date of Report:  14-Apr-11

ISSUE: Hodgesville Public Service District

Water Revenue Bonds, Series 2011 A (United States Department of Agriculfure)

ADDRESS: 188 Fayetie Street, Buckhannon, West Virginia 26201 COUNTY: Upshur
PURPOSE OF ISSUE:

New Money: X

Refunding: REFUNDS ISSUE(S) DATED: NA
ISSUE DATE: 14-Apr-i1 CLOSING DAT 14-Apr-11
ISSUE AMOUNT:  $1,500,000 RATE: 3.75%
15T DEBT SERVICE DUE: NA 1ST PRINCIPAL DUE NA
18T DEBT SERVICE AMOUNT NA PAYING AGENT: issuer

BOND COUNSEL:
Firm: Steptoe & Johnson PLLC

Contact John Stump, Esquire

Phone: (304) 353.8196

CLOSING BANK:
Bank:

Contact:

Phone:

KNOWLEDGEABLE {SSUER CONTACT
Contact: Terry Gould

Position: Manager

Phone: 304.472.1804

UNDERWRITERS COUNSEL
Firm:

Contact:

Phone:

ESCROW TRUSTEE:
Firm:

Contact:

Phone:

OTHER:
Agency: United States Department of

Agriculture

Contact: Joe Crickenberger

Position: Rural Developoment Specialist

Phone: 304.363.2158

DEPOSITS TO MBC AT CLOSE

By: Wire Accrued Interest; 3
Check Capitalized Interest; 3

Reserve Account: 3

Other: 3

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee 3
Check To Issuer $

IGT To Cons. Invest. Fun 5

To Other; 5

NOTES: Monthly debt service payments will be made by the District directly to the National Finance Office.

The Municipal Bond Commission will only hold the Series 2011 A Reserve Account. The first payment into

the Reserve Account is due 24 months from the date of closing.

FOR MUNICIPAL BOND COMMISSION USE ONLY:

DOCUMENTS REQUIRED:

TRANSFERS REQUIRED:
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HODGESVILLE PUBLIC SERVLCE DISTRICT

RESOLUTION AUTHORIZING THE ISSUANCE OF $225,000 WATER
REVENUE BOWD, SERIES 1977, OF HODGESVILLE PUBLIC SERV-
ICE DISTRICT TO FIWAHCE ACQUISITION AWD COHSTRUCTION

OF A HEW WATERWORES; DEFLUIWG AND PRESCRIBING THE TERMS
AND PROVISIONS OF THE BOND; PROVIDIAG GENERALLY FOR THE
RIGHTS AdD REMEDILS AND SECURITIES OF THE HOLDER OF THE
BOWD AWD FOR A STATUTORY MORTGAGE LIEN; AND FROVIDIHG
WHEN THIS RESOLUTION SHALL TAKE EFFECT

BE IT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD OF

HODGESVILLE PUBLIC SERVICE DISTRICT:

ARTICLE 1L

STATUTORY AUTHCORITY, FIND-
INGS AWD DEFINITIONS

Section 1.01. Authority for This'Rasolution. This Resolution

is adopted pursuant to the provisions of Article 13A, Chapter 16 of the
West Virginia Code and other applicable provisions of law. Hodgesvilla
Public Service District (the "District") is a public service district
created pursuant to said Article 13A by The County éommission of Upshur
County.

Section 1.02. Findings and Determinations. It is hereby

found, determined and declatrad as follows:

(A) The District does not now have a public waterworks system.

(B) It is deemed essentizl, convenlent and desirable for the
health, welfare, safety, advantage and convenience of fhe inhabitants of
the District, and, accordingly, it is hereby ordered, that there be acquired
and constructed a new waterworks system of the District consisting of warer
transmission and distribution lines, meters, booster station and water storage t
with all hecessary appurtenant facilities (the "Project"), partiéularly
described in and according to the plans and specifications prepared by

the Consulting Engineer and heretofore filed in the office of the Secre-

tary of the Public Service Board of the Disrriect (the "Board'™). Warter




will be purchased‘from the City of Buckhannon pursuant te a water purchase
agreement to be made between sald City and the District.

{(C) It is necessary for the Distriet Lo jssue 1ts revenue bond
in the principal amount of $225,000 to finance the cost of the Project in
the manner hereinafter provided,

(D) The estimated mawimum cost of the construction of the Project
is $680,000, of which $225,000 will be obtained from the proceéds of sale
of the Bomd herein authorized, $333,000 from a grant by the Government, and
$122,000 from a graﬁt by Appalachian Regicnal Commission. .

{(£) The cost of such.construction shall be deemed to include,
without being limited to, the construction orx acquisition of the Project,
the acquisition of any necessary property, real or personal, or interest
therein; interest omn the Bond prior to, during and for six months after
completion of such constructien to the extent that revenues of the System
are not sufficient therefor; engineering and legal expenses; expenses
for eatimates of costs and revenues; expenses for plans, specifications
aqd surveys; and such other expensas &s may be necessary or incidental
to the construction of the Project and the financing authorlzed by this
rasolution.

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

(G) There are not-any obligations of the District which will
rank prior to or on a parity with the Bond as to liens and source of
and security for payment. '

(1) The Government is expected by the Doard to purchase the
entire principal amownt of the Bond.

(I} The District has complied with all requiremants of West Vir-
ginia law relating to authorization of the construction, acquisition and
cperation of the Project and issuance of the Bond, or will have so complied
priof to issuance of the Bond including, among other things, the consent
and approval, purshant to the Act, of the issvance of the Dond by the
FPublic Service Cormission of West Virginia by final order, the rime for

rehearing and appeal of which have expired.




Section 1.03. BResolution to Comstitute Contract. In consid-

eration of the acceptance of the Bond by the Governmant, this Resolution
shall be deemed to be and shall constitute a contract between the District
and such Bondholder, and the covenants and agreamenfs set forth in this
- Resplution to be perfo:méd by the District shall be for the benefit, protection
and security of the Government as heclder of the Eon&.

Secetion 1.04. Definitions. The following terms shall have

the following meanings in this-resolution mless the text otherwise
expressly rTequires:
 Mpet'' means Article 13A, Chapter 16 of the West Virginia Code.
"ponrd" means the Public Service RBoard of the District, the gov—
erning body of the District under the Act.
"Bond" means the $225,000 Water Revenue Bond, Series 1977,
ofiginally authorized to be issued pursuant to this Resplution.
tohairman' means the Chairman of the Board.
"Consulting Engineer" means Hornor Brothers Engineers, Clarksburg,
West Virginia, or any qualified engineer or firm of engineers which shall
at any time hereafter be retained by the District as Consulting Eongineer
for the System.
"pistrict' means Hodgasville Public Service District, of Upshur
County, West Virginia, and, where appropriate, a;so means the Public
Service Board thereof.
"Facilities” or "waterworks facllities” means all the tangible
properties of the System and also any tangible properties which may here-

after be added to the System by any additions, betterments, extenslons

and improvements thereto and properties, furniture, fizxtures or equipment

therefor, hereafter at any time constructed or acquired.

Figeal Year” means United States Department of Agrieulture,
Farmers Home Administration and any successor thereof.

"Herein”vmaans in this Resolution.

‘iplder of the Dond"’ or "gandholder” or any simiiar term means




any person who shall. be rhe bearer or owner of any outstanding‘ Bond regis-—
terad .to bearer or not reglstered, or the reglstered owner of any outstanding
Bond which shall at the time be regis tered other than to the bearer.

"ot Ravenues' means the balance of the gross revenu;as', as defin.ed

below, remalning after deduction only of operating expenses, as defined below.

"Operating Expenses' means the current expenses, paid or accrued,
o.f operation and maintenance of the System and its facllitles, and inc'ludES,
without limiting At'he generality of the foregoing, insurance pre‘miums-, sa_l-
aries, wages and administrative expenses of the District relating and
chargeable solely to the System, the accumuiation of appropriatr.: TESELVES
for charges not annually recurrent but which are such as may reasonably be
expected to be ineurred, and such other reasonable operating costs as are
normally and regplarly included under recognized accounting practices, and
retention of a sum not to exceed one-sixth of the budgeted oparating expenses
stated above for the ;:urrent year as working capital, and language herein
requiring payment of operating expenses means also retention of not to exceed
such sum as working capital.

Yoriginal Purchaser” means the purchaser, directly from the Dis-
trict, of the Bond.

“project" shall have the meaning stated in Section 1.02(B) above,

"pevenues” or "Gross revenues' means all rates, reats, fees,
charges or other income received by the District, or accrued to the District,
or any department, board, agency ot inst:ru:ﬁentality rhereof. in control of
the management. and operatiomn of the System, from the operation of the System,
and all parts theréof, all as calculated in accordance with sound accounting
practices.

"Secreta}:yf' means the Secretary of the Board.

"System"l weans the complete watervorks system of the District,
including all water facilities ovned by the District and all facilities

and other property of every mature, real or personal, now or hereaiter



owned, held or used in connection with the Sys&em; and shall also include
any and all addirioas, ektensions, improvements, properties or other
facilities at any time acqui;ed or constructed for the System afrer
completion of the Prajec;.

Words importing singular number shall include the plural number
in each case and vice versa, and words importing persoms shall include firms

and corporations.




ARTICLE IT

AUTHORIZATION, TERMS, EXECUTION,
PEGISTRATION AND ISSUE OF BOND

Section 2.0Ll, Authorization of Bond. Subject and pursuant

to the provisicns of this Resolution, the Bond of the District,-to bé
known as “"Water Revenue Bond, Series 1977, is herebf authorized to be
issued in the aggregate principal amount of mot exceeding Two Hundred
Twenty;Five Thousand D&llars ($225,000) for the purpose of flnancing the.
cost of the construction and acquisition of the Project. -

Section 2.02. Description of Bond. The Bond shall be issued

in single form, No. 1, and shall be dated on the date of delivery. The
Bond shall bear interest from date, Payable monthly at the rate of fivé
per centum {5%) per annum, and chall be sold for the par velue thereof.

The Bond shall be subject to prepayment of scheduled instaliments,
or any portion thereof, at the option of the District, amd shall be payable
as provided in the bond form hereinairer set forth.

Section 2.03. Execution of Bond. The Bond shall be executed

in the name of the District by the Chairman and its corporate seal shall
be affixed thereto and attested by the Secretary.

Section 2.04. Bonds Mutilated, Dastrdyed, Stolen oxr Lost.

fn case the Bond shall become mutilated or be destroyed, stalen or lost,
the District may im its discretion issue and deliver a new Bond of like
tenor as the Bond so mitilated, destroyed, stolen or lost, in exchange
and substitution for such mutilated Bond ox in lien of and substitution
for the Bond destroyed, stolen oTr lost, and upomn the holder's furnishing
the District préof ﬁf his ownership thergof and complyihg with such other
_ reasonable regulations and conditions as the District may require. The
Bond so surrendered shall be canceled and held for the account of the
District.. 1f the Bond shall have matured or be about to mature, instead

of issuing a substitute Bond the District may pay'the same, =z=nd, if such



Bond be destroyed, stolen ot lost, without surrender thereof.

Section 2.05. Pond Secured by Pledpge of Revenues. The payment

of the debt service of the Bond shail be secured forthwitlh by a first

lien on the net revem;as ‘darived from the System in addition to tﬁe slgatutory -
mortgage lienm on the System hereinafter provided for.‘. The net revemues de—
rived from the System in an amount sufficient to pay the primcipal of -

and interest on the Banc'l,- and to make the payments as hereinafter provided,
are hereby irrevocably pledged to the payment of the ﬁrincipal of and

interest on the Bond- as the same become due.

Section 2.06. Torm of Bond. Subject to the provisions of

this Resolution, the text of the Bond and the other dataiis thereof
shall be of substantially the fc‘)llowing tenor, with such omissions,
insertions and variations as may be authorized or permitted by this
Resolution or any subsequent resolution adopted pricr to th‘e lssuance

thereof:



{Form of Bond)

PATER REVENUE BOWD, SERIES 1977

HODGESVYLLE PUBLIC SERVICE DISTRICT

$225,000

No. 1 Date:

FOR VALUE RECEIVED, HODGESVILLE PUBLIC SERVICE DISTRICT (herein
calied “Borrpwer") promises to pay to the order of the United States

of America, acting through the Farmers Home Administration, United States

Department of Agriculture (herein called the “Government"), at its Wational

Finzoce Office, St. Louis, Missouri 63103, or at such other place as the
Covernment may hereafter designate in writing, the priacipal sum of Two
Hundred Twenty-Five Thousand Dollars {5225,000), plus interest on the un-
paid principal balance at the rate of five per cent (5%) per annum. The
said principal and interest ghall be paid in the following instaliments
on the following dates: Installments of interest only on the first
day of each month for the first twenty—four months after the date hereof
and 51,105, covering principal and interest, thereafter on the first day
of esch month, except that the final installment shall be paid at the
end of forty (40) years from the date of this Bond, and except that
prepayments may be made as provided hereinbelow. The consideration
herefor shall support amy agreewent‘modifying the foregoing schedule
of payments.
1f the total amount of the loan is not advanced at the time of

Jpan closing, the loan shall be advanced to Berrower as requested by Bor-—
rower and approved by the Covernment and interest shall acerue on the
amount of each advance from its actuai date as showm on Fhe Teverse Eereof;

: Every payment made on any indebtedness evidenced by this Bond
shall be applied first to interest computed to the affective date of the

payment and then to primcipal.



Prepayments of scheduled installments, or any portlon thereof,
mzy be made at any time at the dption of Borrower. Refunds and extra pay-
‘ments, as defined in the ragu.lations of the E“arn;ers Home Administratian
according to the source o;‘. funds involwved, shall, after payme.nl; of inter—
ast, be applied to the installments last to become due under l;:his Bond and
shall not affect the obligation of Borrever to pay the remaining install-
ments as scheduled herein.

If the Govermment at any time assigns this Bond and insures
the payment thereof, Borrowe_r shzll continue to make paments to the
Government as collection égent for the holder.

Wnile this Bond is held by an insured lender, prepayments as
above authorized made by Borrower may, at the option of the Government,
be remitted bjr the Government to the holder promptly or, except for final
payment, be retained by the Government and remitted to the holder on either
a calendar quarter basis or an amual installment due date basis. The
effective date of every payment made by Borrower, except payments rTetained
and remitted by the Government oOn an annual installment due date hasis,
shall be the date of the United States Treasury check by which the Govern-—
ment remits the payment to the helder. The effective date of any prepay-—
ment retained and remltted by the Government to the holder on an anm'lal
installment due date basis shall be the date of the prepayment by Borrower,
and the Covernment will pay the interest to which the holder 1s entitled
acﬁruing between the effective da1.:e of any such prepayment and the date of
the Treasury check to the holder.

Any a.mDun;: advanced or e.xfended by the Govermnment for the col-
lection hereof or to preserve or protect any security herefor, or otherwise
under the terms of any security or other instrument executed in comnection
with the loan g:vidence.d hereby, at the option of the Government shall becoma
a part of and beax interest at the same rate as the principal of the debt

avidenced hereby and be immediateiy due and payzble by Borrawer to the



Government without demand. Borrower agrees to use the loan evidenced hereby
solely for purposes. authorized by the Government.

Borrower hereby certifies that it is unakble to obtajm sufficient
credit elsewhere to finance its actual needs at reasonable rates and terms,
taking into conslderation 'preva'iling pl.“ivate and cooperative rates and terms
in or near its community for loans for 'similar purposes and perinds of time.

This Bond, together with any additicnal bonds ranking on a parity
herewith which may be issued and ourstanding for the purpose of providing
funds for financing costs of construction and acquisition of additions,
extensions a;:ld improvements to the waterworks of the Bprrower, is payable
soiely frem the revenues to be derived from the operation of such watervorks
after there have been first paid from such revenues the reasonable current
costs of cperation and ‘maintenance of the waterworks. This Bond does not
in any manner corgstitute an indebtedn’esé of thes Dorrower within the meaning
of any constitutional or statutnry‘ provision or limjtation.

Thisr Bond has been i-ssued under and in full cempliance with the
Constitl.ztion and statutes of the State of West Virginia, including, among
others, Article 13A of Chapter 16 of the West Virginia Code (herein called
the “Act').

Tf at any time it shall appear to the Government that Borrower
may be able to obta'in a loan from a re)sponsible cooperative ox private
credit source at reasonable Tates and terms for loans for similar purposes
@d periods of time, Borrower wil]:, at the Government's request, apply for
and accept such lean in sufficient amount to repay the Govérnment..

This Bond is given as pyidence of a loan to Borrower made or
insulred by the Gove;:nment pursuant to the Consolidated Farmers Home Rural
Development Act. This Bond shall be subject to the present 'L'EEula.;ions
of the Farmers Home Administration and to its future regulations not

inconsistent with the express provisians hereof.

10.




: HODGESVILLE. PUBLIC SERVICE DISTRICT
[CORPORATE SEAL] ' (Hame of Borrower)

(Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive O0fficial)

ATTEST: Route 1, Box 352
(Post Office Box Ho. or Street Address)

Buckhanncn, West Virginia 26201
(City, State and Zip Code)

(Signature of Attesting Dfficial}

Sécretarv, Public Service Board
(Title of Attesting OfFicial)

1l.




RECORD_OF ADVANCES

AMOUNT DATE AMOUNT DATE

(1§ ' - (6) %
(2§ ' (7)_ 8
(3) 8 (8).__%
O (9)._ 8
() % (o) $
TOTAL s

ASSTGWHENT

Pay to the Order of

UNITED STATES OF AMERICA
TARMERS HOME ADMINISTRATION

By

(Title)

12.




"ARTICLE IIT

BOND PROCEEDS; REVENUES AMD
APPLICATION THEREOF

gection 3.01. Bond Proceeds; Project Construction Account. All

moneys received from the sale of the Band shall be depoéited on receipt

by the District in Central National Bank , Buckhannon, West

Virpinia, 2 member of Federal Deposit Insurance Corporation (herein called
wppIc™), in a special account hersby created and designated as "Hodgesville
Public Service District Construction A;count" {the "Project Construetion-
Account”). The moneys in the Project Construction Account in excess of

the amount imsured by FDIC shall be secured at all times by'such bank

by secuvxities or in a mznner lawful for the securing of deposits of State

and municipal funds uder West Virginia law. Moneys in the Project Construction
Account shall be expended by the District solely for the purposes provided

in this Resclution.

Tntil cempletion of construction of the Projeet, the District
will transfer from the Project Construction Account and pay to the National
Finance 0ffice named in the Bond, not lzter than the next interest payment
dzte, such sums as shall be from time to time required to pay the interest
becording due on the Bond on such interest payment date,

Tf the Pistrict shall determine at any time that all funds on
deposit in the Project Construction Account exceed the estimated disburse~
ments on account of the Projeet for the ensulng 90 days, the District may
invest such excess funds in direc; obligations of, or obligations the
principal of and interest an which‘are guaranteed by, the United States of
America, which shall mature not later éhan eighteen nonths after the date
of such investment. A1} such investments and the income therefrom shall
be carried to the credit of the Projéct Construction Account.

Uhen conerruction of the Project has been completed and all

costs thereof have been paid ox provision for such payment_has been made,

13.



any balance remaining in the Project Construction Account shall be dis-
posed of in accordance with the regulations of the Government.

Section 3.02. Covenants of the District as to Revenues and Funds.

50 long as the Bond shall be outstanding and unpaid, or wmtil there

shall have been set apart in the Reserve Account hereinafter established,
a sum sufficient to pay, when due or at the earliest pract::Lcal prepayment
dé.te, the entire principal of the Bond remaining unpaid, togeather witéh -
interest accrued and to accrue thereon, the Distriet further covenants
with the holder of the Bond as folllnws:

{(A) Revenue Fund. The entire gross revenues derived from the
operation of the System, and all parts thereof, and all tap fees received,
shall be deposited as collected by the District in a special fund in a bank
or trust compa;ly in the State of West Virginia which isra pember of FDIC,
which Fund, known as the "Revlenue Fund" is hereby established with said
B;nk. The Pevenue Fund shall c.ol_'mstitute a trust fund for the purposes
provided in this Resolution and shall be kept separate and distinct
from all other funds of the D:i.strict‘ and used only for the purposes

and in the manner provided in this Resolutien.

(B} Disposition of Revenues. A1l revenues at any time on deposiﬁ
in the Revenue Fund shall be disposed of only in the ._follc-uwing order a1:1d
priority:

(1) The Distric_:t ghall first each month pay from the moneys in
the Revenue Fumd all current Operating Expenses. '

(2) The District shall next, by the fifreenth day of each wonth,
‘transfer from the Revenue Fund ant:l-payr to the Hational Finance Office des-
ignated in the Bond the amounts required to pay the interest on the '.Bc.:nd
and o amortize the principal of the Bond over the life of the Bond issue.

(3) The District shall next, by the fifteen.th day of éach
month, transfer from fhe Revenue Fumd and deposit with said Banlk in the

Reserve Accouﬁt hereby established with said Bank, one-one hundred twentieth

14,



of the maximum amount of principal of and interest on the Bond payable

in any year, such sum being herein called the 'Hinlmum Reserve". After el

the Minimum Reserve has been accumulated in the Teserve Account, .the, District
shall mnthiy deposit into the Reserve Account such pa.rt of the moneys
remaining in the Revenue Fund, after such provision for payment of monthly
‘installments on the Bond and for payment of operating expenses of the .
System, a8 shall be required to mgintain the Minimum Reserve in the

7 Feserve Account. lbneys in the Reserve Account shall be used solely

. to make up any deficiency for monthly installments required to be pald

on the Bond as the same shall become due OT fdr prepayment of Instaliments
or for mandatory prepayment of the Dond as hereinafrer provided, and for

no other purpose.

(4} The District shall next, by the fifreenth day of each wonth,
transfer from the Revenue Fund ané deposit in the Depreciation Reserve hereby
established with said Bank the moneys rTemaining in the Revenue Fund
and not permitted to be retained thereln, until there has been accumulated
in the Depreclation Reserve the aggregate sum of §21,000 and thereafter
such sums'as shall be required to maintain such amount therein. loneys
in the Deprecial:ibn Reserve shall be used first to make up any deficienciles
for monthly payments of installments cn the Bond as the same become
due, and next o restore to the Reserve Account any sum or sums t.ransferred
therefrom. Thereafter, and provided that payments into the Reserve
Account are current and in accordance with the foregoing provisions,
m:-neys in the Depreciation Reserve may be withdravm by the District
and used for extraordinary repairs- and for. replacements .'of equipment

iandlimproveme.nts for the System, or any part thereof. |

(5 ‘Aftar 211 the foregoing pravisions for use of moneys in
the Revenue Fund have been fully complied with, any moneys remaining
therein and not permitted ta be retained thereinm may be used to prepay

installments of the Bond or for any lawful purpose.



Whenever the moneys in the Reserve Account shall be sufficient
to preéay 1;he Bond in fuli, it shéll be the mandator;\,r duty 'of the District,
anything to the c-ontrar}r in this Resolution notwithstanding, to prepay -
the Bond at the earliest pracl‘:-ical Hate and In accaordance with applicable
provisions hereof.

The said Bank (and any successoT appointed by the District)
is hereby designated as the Fiscal Agent for the administration of the
Reserve Account an'd‘ the Depreciation ReservaAas herein previded, and
all amoumts required therefor will be deposited by the‘District upon
transfers of funds from the Revenue Fund at the times provided herein,
togethar with written advice stating the amount remitted for deposit
into each such fund.

a1l the funds provided for in this Section shall constitute
trust fundsland shall be used qnly for the purpeses and in the order pro-—
vided herein, and until so used, the Government shall have a lien thereon
for furrher securing payment of the Bond and the interest t.hereon.

The moneys in excess of the sum insured by FDIC in any of such funds
shall at .all times be secured, to the full extent thereof in excess

of such insured sum, in a manner lawful for securing deposits of State
and municipal funds under the_ laws of the State of West Virginia. The
Bank shall not be a trustee as to such funds.

If on any payment date the reve\“xues are insufficient to make the
payments and transfers as hereinabove provided, the deficiency shéll be
made up in the subsequent payments and transfers in addition to those
which would otherwise be required to be made on the subsequent payment

"

dates.

The Fiscal Agent shall keep the moneys in the Reserve Account
-zmd t.he Depreciation Reserve invested and reinvested to the fullest
axtent practicable in direct obligations of, or pbligations the Vpay-ment

of the principal of and interest on which are guaranteed by, the Unired

16.



States ofrAmerica and héving maturities not exceeding two years. Earnings
* upon moneys in the Reserve Account, so long as the ﬂinimum ReserveAis
bnldeposig and maintained therein; shall be paid annually in January
into.the Revenue Fund by the Fiscal Agent.

{C) Additional User Contracts. The District shall, vrior to

delivery ¢f the Bond, obtain user agreements from not less than 197 new -
bana fide full time users, and shall collect from such users, and deposit
in the Project Comstruction Account, not less than $9,850, based on a

tap fee of $50.

17.



ARQTICLE IV

GENERAL COVENANTS

-Section 4.0l. General Statement. So long as the Bond shall

be putstanding and unpaid, or until there shall have been éet apart

41 the Reserve Account a sum sufficient to prepay the entire principal
of the Bond remaining wmpaid, together with intefest accrued and to
accrue thereon ta the date of prepayment, £he covenants and agreements
contained hersin shall be and constitute valid-and legally binding cove-
Ananﬁs between the District and the Bondholder.

Section 4.02. Rates. The District will, in the manner provided

in the Act, fix and collect such rates, fees or other charges for the
services and facilities of the System, and revise the same from time to
Lipe whenever necessary, as will always provide revenues in each fiscal
year sufficient to produce neﬁ revenues equal to not less than 1107 of Fhe
average annual debt service on the Bond and to make the payments reqﬁired
herein into the Resexrve Account and the Depreciation Reserve and all

the necessary expenses of operating and maintaining the System during

suuﬁ fiscél year and such rates, feag and other charges shall not be
reduced so as to be insufficient to provide adequate revenues for such

PUrpoOSes.

Section 4.03. Sale of the System. The System will not he sold
without the prior written consent of the Government so long as the Bond
is outstanding. Such consent will provide for disposition of the proceeds
of any such szle.

Section 4.04. Issuance of Additional Parity Bonds. No additional

parity Bounds payable out of the revenues of the System shall be 1lssued after
" the issuance of the Bond pursuant to this Resplution except With‘the prior
written consent of the Governnment.

Section 4.05. Insurance and Bonds. The District herxeby covew‘
nants and.agrees that, so tong as the Dond remains outstanding, it will,

as an expense of operatien and maintenance of the System, procure, carry



and maintain insurance with a Teputable insurance carrler or carriers
covering the following risks and in the following amounts:

(&) Fire, Lightning, Vandalism, Malicious Mischief and Extended

Coverage Insurance, to be procured at omce if not now in effeelb, on all

above-ground structures of the System In an amount equal to the actual

cost thereof. In the event of any damage to of destr;ctionvof any portion

of the System, the District will promptly arrange for the application

of the insurance proceeds for the repair or reconstruction of such damaged

or destroyed portion. The District will itself, or will require each
contractor snd subecontractor to, obtain a:t1d maintain builder's risk insurance
to protect the interests of the District during construction of the Project
in the full insurable value thereof.

(b) Public Liability Insurance, with limits of not less than

$500,000 for ome or moTe pErEONS, OL injured or killed in one acecident

to protect the District from claims for bodily injury andfor death,

and not less than $200,000 from claims: for damage to property of others
which may arise from the District's operation of the System; sueh insurance
to be procured at the commencement of construction of the Project.

"{c¢} Vehicular Public Liability Insurance, in the event the

District owns or operates any vehicle in the operation of the System, or
in the eventrthat any vehicle not owned by the District is operated for
the benefit of the Diét;ict, with limits of not less thaa $500,000 for
one or moré persons injured or killed in one accident to protect the
District from claims for bodily injury andfor death, and not less than
$300,000 from clalms for damage to property of others which may arise
from such operation of vehieles, s;ch insurance to be precured prior

to acquisition or commencement of operation of any such vehicle.

(d) Workmen's Compensation Coverage for all Employees of the

Pistrict Eligible Therefor znd Performance and Payment Tonds, such bonds

to be in the amounts of 100% of the conmstruction contract,“will be required

of each prime contractor, and such payment bends will be filed with the
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Clerk of the County Commission of said County priér to commencement of
construction of the Projeet in compliance with West Virginiarcéde, Chapter
38, Article 2, Section 39.

(é) Fidelity Bonds will be provided as to every member of tha

$oard and as to every officer and employee thereof having custody of the

Revenue Fund or of any revenues or other funds of the District in an amount

at least squal to the total funds in the custady of any such'perSOn at
any one time, and initially in the amount of 510,000 upon the tfeasurer,'
provided, however, that no bond shall'be requifed insofar as custody of
the Project Construction Account is concerned.

(f) Provided, however, and in lieu of and notwithstanding the
foregoing provisicns of this Sgcti0u, during construction of the Project
and so long as the Bond is outstanding, the District will carry insurance
and bonds or cause insurance and bonds to.be carried for the protection
of the District, and during such construction will require each contractor
and subcontractor to carry insurance, of such types and in Such armpunis as
the Government may specify, with insurance carriers or bonding companies

acceptable to the Government.

gection 4.06. Statutory Mortgage. Fof the further protection
of the holder of the Bond, a stétutory mortgage liem uponm the System is
granted and created by the Act, which statutory mortgage lieq is hereby
recognized and declared to be valid and biﬁqing and shall take effect
{mmediately upon the delivery of the Bond,

Section 4.07., Events of Default. Each of the folleowing events

1s hereby dgclared an "Event of Default':

(4) Failure to make payment of any monthly amertization install-
ment on the Bond at the da£e specified for payment thereof;

() Faiiure duly and punctually to abserve or perforﬁ any of
the covenants, conditioms and agreaments Om the part of the District con—

tained in the Bond or in thig resclution, oT violation of or fzllure to

ohserve any provision of any pertinent law.
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M. Inforcement. Upon the happening of any Event
of Default specified zbove, then, and in every such case, the Government
may proceed to protect and enforce its rights by an appropriate action
in any court of competent'jurisdiction, either for the specific performance
of"any covenant OY agreement or éxecution of any power, or for the en—
forcement of any proper legal or eguitable remedy as shall be deemed most
effactual to protect and enforce such rights.

Upon application by the Gowvernment, such court may, upon proof

‘ of such defaulr, appoint a receiver for the affairs' of.rthe District and
the System. The receiver so appoiﬁted shall administer the System on
bhehalf of the District, shall exercise all the rig£t5 and powers of the
District with respect to its System and shall have the power to collect
and receive all revenues and apply the same in such manner as the court
may direct.

Gection %4.09. TFiscal Year; Budget. Wnile the Bond is ou;stand—
ing and unpaid and to the extent mot now prohibited by law, .the System
shall be operated and maintained on 2 fiscal year basis commencing on July
1 of eachAyear and ending on the following June 30, which period shall also
constiture the budget year for the operaticn and maintenance of the System.
Not iater than thirty days prior to the begiming of each fiscal year, the
District agrees to adopt the Annuzl Budget for the ensuing year, and umo

expenditures for operation and maintenance expenses of the System in excess

of the Annual Budget shall be made during such fiscal year unless unanimously

authorized and directed by the Board. Copies of each Annual Budget shall _
be delivered to the Govermment by the beginning of each fiscal year. -

1f for any reason the Dist:it':c shall not ﬁave adopted the Annual
Budget before the first day of any fiscal year, it shall adopt a Budget of
Current Expenses from month to month until the adoption of the Annual Bud-
get; provided, however, - that no such monthly budget shall exceed the budget
for the corresponding month in the year next preceding by more than ten per

centum; and provided further, that adoptiomn of a Budget of Current Expenses



shall not comstitute compliance with the covenant te adopt an Annual Budget

unless failure to adopt an Amnual Budget be for a reason beyond the comntrol
of the District. Each such Budget of Current Expenses shall be mailed

jmmediately to the Government.

Section 4.10. Compensla.tion of Board Members. The District hereby
covenants and agrees that no compensaticn for poiicy direction shall ;be paid
to the members of its Board in excess of ‘the amount permitted by the Act.
Payment of any compensation to any member of the Board for policy direction
shall not be made if such payment would cause the Het Revenves to fall helow
"the amount required to meet all payments provided for herein, nor when there
is default in the performance of or campliance with any covenant or prov':i‘.sion
of this resolution. .

Section 4.11. Covenant to Proceed and Complete, The District

here‘by. covenants to proceed s prouwptly as possible with the coastruction

of the Project to completion therecf in accordance with the plans and speci-
fications prepareﬁ by the Conmsulting Engineer and on file with the Secretary
of the Board on the date of aﬁoption of this resolution, s.ub-ject to pe_rmj_tted.

changes.

‘Qection 4.12. DBacks and Records. The District will keep books

and records of the System, which shall be separate and apart from’ all other

bocks, records and accounts of the District, in which complete and correct

entries shall be made of all transactions relating to the System, and the

Government shall have the right-at all reasomable times to inspect the

System and all records, accounts and data of the District relating thereto.
The District shall, at least once a year, cause said books, rec- ’

ords apd accounts of the System to be properly audited by an indepéndant

competent firm of cartified public accountants and shall mail a copy of

such audit report to the Government.

Section #.13. HMaintenance of System. The District covenants
SECLION .-
that it will continucusly operate, in an econowical and efficient manner,
and maintain the System as a revenue—producing utility as herein provided

so long as the Bond is putstanding.




Section 4.14. Ho .Competition. The Bistrict will not permit

competition with the System within its boundaries or within the territory
served by it andAwill not grant_of cause, consent to, or allow the granting
of any franchise, permit or ather authoriéatinn for any person, firm, cor-
poratioﬁ, public or private body, agancy or instrumentality whatsoever to

. provide any of the services supplied by the,Systemlwithin the boundaries

of the District or within "the territory served by the System.

Saction 4.15. Concerning Arbitrage. The proceads of sale

of the Lond will not be invested in such a way as to viplate tha operatiig
rules in the regulations of the Internal Revenue Serviée or of the Treasury
Department of the United States of America in connection with the arbitrages
provisions of Section 103{c) of the Internzl Revenue Code of 1954, as

amended.
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ARTICLE V

RATES, ETC.

el Bt

Section 5.01. Initial Schedule of Rates and Charges; Tules.’

A. The schedule of tates and charges for the services and fal:ilitries of
the System shall be as follows, subject to change consonant with the
provisions of this Resolution:

AVATLABILITY OF SERVICE

Available for all domestic, commercial, institutional and in-
dustrial consumers within the District's service area. ’

 RATES FOR WATER USED PER MONTH

First 3,000 gallons $ 3.20 per 1,000 galleons
Next 3,000 zallons 3.00 per 1,000 gallons
Next 4,000 gallons 2.80 per 1,000 gallons
Hext 10,000 gallons 2.50 per 1,000 gallons
All over 20,000 gallons " 2.20 per 1,000 gallons

MINTMUM CHARGE

No monthly bill shall he rendered for less than the following
amounts based on size of meter:

5/8 x 3/4" meter or smaller $ 9.60
3/4" meter 13.82

1" meter 24,58

1 1/2" meter 55.30

: 2" meter 98.30

3" meter 221.18

4" meter 393.22

6" meter 885.74

TAP FEES FOR NEW SERVICE

Prior to award of construction contract $50.00.
. After award of construction contract $150.

DELAYED PAYMENT PENALTY

The above rates are net. On all accounts not paid in full wirh-
in 20 days after date of billing, a penalty of ten per cent will be added
Lo the net amount of the bill.

1f any bill is not paid within 45 days of the date thereof, the
bill will be considered delinquent and subject to discomnection. However,
water service shall not be disconnected to any customer for nonpayment of
the bill without first having diligently tried to induce the customer to
pay the same and unt;il after at least twenty—four (24) hours' written no-
tice to the customer. Service shall not be restored until all amounts in
arrears, including accrued penalties, plus a reconnection fee of § 10.00
have been paid. - —
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MULTIPLE OCGUPANCY

Apartment buildings, or other multiple cccupancy buildings,
shall be provided with a master meter, and each family or business unit
shall be required to pay not less than $9.60 multiplied by the number
of wnits on the site at the time the meter is read, as the actual charge
for the water used or the size of the meter, whichever is greater.
Motels and hotels shall pay according to the size of meter installed.
TRAILER COURTS

House trailer courts shall be provided with a master meter.
o bill shall be rendered for less than $9.60 multiplied by the number
of wnits situated on the court gite at the time the meter is read, or
the actval charge for the size meter installed, whichever is greater.
House trailer (as used hereinabove) shall include both mobile and immobile
mits. : :

House trailers, elther mobile or immobile, located on sites
other than a park or court, shall te billed in the same manner as any
other family or business umit. .

BE. There shall not be any discrimipation or differential in
rates between customers in similar circumstances.

c. All delingquent fees, rates and charzes for services or
facilities of the System shall be liens on the prenises served of equal
desree, rank and priority with the lien on such premises of state, coumty,
school and municipal taxes, as prpvidad in the Act. When such fees; rates
and charges have been delinquent for thirty days, the District shall have
pover forthwicth to foreclose the lien on Lthe premises served in the same
manner provided by the laws of the State of West Virginia for the fore-
closure of mortgages on real proparty.

D. The District will not render or causé to be rendered any
free services of any nature by the System nor any of the facilities; and
in the event that the District or any department, agency, officer or
employee thereof should avail itself or themselves of the services or
facilities of the System, the same fees, rates and charges applicable to
other customers receiving 1ike services under simjlar circumstances shall
be charged, such charges shall be paid as they accrue, and revenues 50
received shall be deposited and accounted for in the same nmnner‘as other
revenues of the System.

E. The District may require an¥ applicant for amy service by

the System to deposit a reasonable and equitable amount to insure payment

25.
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of all charges for the.services rendered by the System, which deposit
chall be handled and dispesed of ﬁnder the appliecable rules and regula-—

tions of the Public Service Commission of West Virginia.
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ARTICLE VI

MISCELLANEGUS

gection 6.0l. Filing Under Uniform Commercial Code. Contempo-

ranecusly with the delivery of the Bond, the District shail execute Financing -
Statements meeting the requirements of the Uniform Coﬁnercial Code of West |
V:Lrginia snd promptly thereafter shall file such a Financing Statement in
the offices of the Secretary of State of the State of West Virginia and of
the Clerk of t-hé County _Cpmmissioﬁ of sa.id County.

Section 6.02. Delivery of Tond No. 1. The Chairman, Secretary

and Treasurer of the Board are hersby authorized and directed to causc Bond
Ho. 1, hereby awarded to the Government puxrsuant to agreement, to be deliv-
ered to the Government as soon as the Covernment will accept such delivery.

Section 6.03. Severability of Invalid Provision. If any one or

more of the covenants, agreements or provisions of this Resolution should

be held contrary to any eXpress provision of law or contrary to the policy

of expfess law, although not expressly prohibited, or against public policy,
or shall for any rveason vhatsoever be held invalid, then such covenants,
agreenents or provisions shall be null and void and shall bé deened separable
from the remaining covenants, agreements Or provisions, and shzll in no way
affect the .validity of all the other provisions of this Resoluticn or the
Bond.

Section 6.04. Ceonflicting Provisions -Repealed. A1l resclutions

and orders, or paris thereof, in conflict with the proﬁsions of this Res-

olution, are, to the extent of sucl conflicts, hereby repealed.

Section 6.05. Table of Contents and Headings. The Table of
contents and headings of the articles, sections and subsections hereof
are for convenience only and shall neither control nor affect in any way

the meaning or construction of any of the provisions hereof.
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section 6.05. Effective Time. This Resolution shall take ef-

fect immediately uvpon its adoption.

Adopted November 9 , 1978 .

i E o,

Chairman of Publip’ Service Board

o dl EJ Qu_iw/

Henb er
e /7&0.&«7 é/}.& .
]—’ Member
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(Form of Bond)

WATER REVENUE BOND, SERIES 1977

HODGESVILLE FUBLIC SERVICE DISTRiCT

$225,000

No. 1 ] Date:

FOR VALUE RECEIVED, HODGESVILLE PUBLIC SERVICE DIéTRICT (herein
called "Borrower") promises to pay to the order of the United States
of America, acting through the ?armers Home Administration, United States
Department of Agriculture (herein called the "Government"), at its National
Finance Office, St. Louis, Misscuri 63103, or at such other place as the
Government may hereafter designate in writing, the prinéipal sum of Two
Hundred Twenty-Five Thousand Dollars ($225,000), plus interest on‘therun-
paid prircipal balance at the rate of five per cent (5%) per annum, The
sajd principal and interest shall be paid in the following installments
on the following dates: Installments of interest only on the first
day of each month for the first twenty—four monthé after the date hereof
and $1,105, covering principal and interest, thereaftef on the'firstAday
of each month, except that the final installment shall be paid at the
end of forty (40) years from the date of this Pond, and except that
prepayments may be made as provided'hereinbeiow. The consideration
herefor shall support any agreement modifying the foregoing schedule .

of payments.

A



If the total amount of the loan is not advanced at the time ofl
loan elosing, the loan shall be advanced to Borrower as requasted by Bor-
rogyer and épproved by the Government and interest shall accrue on the
amount of each advance from its actual date as shown on the reverse hereof.

Every payment made on any iﬁdebtedness evidenced by this Bond
shall be applied first to interest computed to the effective date of the

payment and then to principal.

Prepayments of scheduled installments, or any portion thereof,
may be made at any time at the option of Borrower. Refunds and extra pay-
ments, as defined in rhe regulations of the Farmers Home Administration
according to the source of funds involved, shall; after payment of intex—
est, bé applied to the installmeﬁts last to become due under this Bond and
shall not affect the obligation of Borrower to pay the remaining instaliw
ments as scheduled herein.

1f the Government at any time assigns this Bond and insures
the payment thereof, Borrower shall continue to make payments to the
Covernnent as collection agent for the holder.

While this Bond is held by an iﬁsured lender, prepayments as
abové authorized made by Borrower méy, at the option of the Goverament,
be remitted by the Government to the holder promptly or,.exqepﬁ for final
payment, ﬁe retained by the Government and remitted to the holder on-eithef
a calendar quarter basis or an annual installment due date basis. The
effective date of évery payment made by Borrower, except payments retained
and remitted by the Government on an annual installment due date basis,
chall be the date of the Unitéd States Treasury check by which the Govern-
ment remits the payment to the holder. The effective date of any prepay-

ment retained and remitted by the Government to the holder on an annual



installiment due date basis shall be the date of the prepayment by Borrower,
and the Government wiil pay the interest to which the holder is entitled
accruing between the effective date of any such prepayment and the date of
the Treasury check to the holder.

Any amount advanced or expended by the Government for the col—‘
lection hereof or to preserve or protect any security herefor, or otherwisel'
under the terms of any security or other instrument executed in connection
with the loan evidenced hereby? at the option of the Government shall becone
a part qf and bear interest at the same rate as the principal of the dgbt

evidenced hereby and be immesdiately due and payable by Borrower to the

Government without demand. Borrower agrees to use the loan evidenced hereby
solely for purposes authorized by the Government.

Borrowar hereby certifies that it is unable to obﬁain sufficient
credit elsewhere to finance its actual needs at reasonable rates and terms,
taking into consideration preyailing.private and cooperative rates and terms
in or hear its community for loans for similar purﬁoses and'periods of time,

.This Bond, together with any additional bonds ranking on a'ﬁarity
herewith which may be issued and outstanding for the purpose of providing
funds for fimancing costs of_constructioﬁ and acquisition of additions,
extensions and improvemenfs to the waterworks of the Bgrtower, is payable
solely from the revenues to be derived frbm_the_operation of such wateryorks
after there have been first paid from such revenues the reasomable current
costs of operation and maintenance of the waterworks. This Bond does not
in any manner constitute an indebtednesé of the Borrower within the mezning

of any constitutional or statutory provision or limitatiom.



This Bond has been issued underland in full compliance with the
Constitution and statutes of the State of West Virginia, including, among
others, Article 13A of Chapter 16 of the West Virginia Code (herein called
the “Act"). |

If at any time it shail appear to the Gerrnment that Borrower
'may beléble to obtain a loan from a responsible cooperative or private
credit sourcé at reasonable rates and terms for loans for similar purposes
and periods of time, Borrower wili, at the Government's request, apply for
and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or
insured by the Government pursuant to the Consolidated Farmers lome Rural
Development Act. ‘This Bond shall be subject to the present regulations
of the Farmers Home Administration and to its future wegulations mot

inconsistent with the express provisions hereof.

HODGESVILLE PUBLIC SERVICE DISTRICT
[CORPORATE SEAL] (iame of Borrower)

(Signature of Executive Gfficial)

Chairman, Publiec Service Board

(Title of Executive Official)

ATTEST: ~ Route 1, Box 352
' (Post Offlce Box No. or Strent Adﬂress)

Buckhannon, West Virginia 26201

(City, State and Zip Code)

(Signature of Attesting Official)

Secretary, Public Service Board
(Title of Attesting Official)




REECORD OF ADVANCES

AMOUNT DATE AMOUNT . DATE

1 $ 6y $
FORE (1) s
3 $§ (8) % _
(4) % 9y $
(5) % (o $
TOTAL $
ASSIGNMENT

Pay to the Order of

UNLITED STATES OF AMERICA
FARMERS HOME ADMINISTRATION

By

(Title)
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Water Revenue Bond, Series 1982
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Resclution (the "Bond Legislation™) shall be deemed to be and shall
constitute a cecntract between the Issuer and such Bondholder, and
the covenants and agreements set forth herein to be performed by the
Issuer shall be for the benefit, protection and security of the Pur-
chaser as holder of the Bond.

Section 1.04. Definitions. The following terms shall
have the following meanings herein unless the text otherwise expres-
sly requires:

"pct" means Article 13A, Chapter 16 of the West Virginia
Code.

Bpond" means the $615,000 Water Revenue Bond, Series 1982,
authorized hereby. ‘

"1977 Bond" means the outstanding Waterworks Revenue Bond,
Series A, of the Issuer described in Section 1.02(G) hereof.

"ponds" means the Eond, and the 1977 Bond.

"Bond Legislation" means this Resclution and all resolu-
tions supplemental hereto.

"Chairman” means the Chairman of the Governming Body.

“Consulting Engineer" wmeans Hornor Brothers Engineers,
Consulting Engineers, Clarksburg, West Virginia, or any qualified
engineer or firm of engineers which shall at any time hereafier be
retained by the Issuer as Consulting Engineer for the System.

"Extended System" means that part of the system expanded
by the Project and to serve new CcusStomers of the Public Service
District as described in the Public Service Commission's Order
entered July 22, 1982. :

"Facilities" or "water facilities" means all the tangible
properties ¢f the System and also any tangible properties which may
hereafter be added to the System by additions, betterments, exten—
sions and improvements thereto and properties, furmiture, fixtures
or equipment therefer, hereafter at any time constructed or
acquired. '

"piscal Year" means each year beginning om July 1 and end-
ing on the succeeding June 30.

"Governing Body" means the Public Service Board of the
Issuer.



"Herein" means in this Bond Legislation.

"golder of the Bond" or "Bondholder" or any similar term
means any person who shall be the bearer or oOwmer of any of the
Bonds.

"Igsuer" means Hodgesville Public Service District of
Upshur County, West Virginia, and includes the Governing Body.

"Wet Revenues' means the balance of the gross revenues, as
defined below, remaining after deduction only of cperating expenses,
as defined below.

"Operating Expenses" means the current expenses, paid or
accrued, of cperation and maintenance of the System and its facili-
ties, and includes, without limiting the generality of the fore-
going, dInsurance premiums, salaries, wages and administrative
expenses of the Issuer relating and chargeable solely to the System,
the accumilation of appropriate reserves for charges not annually
recurrent but which are such as may reasonably be expected to be
incurred, and such other reasonable operatimg costs as are notmally
and regularly included under recognized accounting principles and
retention of & sum mot to exceed one—sixth of the budgeted operating
expenses stated above for the current year as working capital, amd
languzge herein requiring payment of operating expenses means also
retention of mot to exceed such sum as working capital.

"Project" shall have the meaning stated in Section 1.02(B)
above.

"purchaser" means United States Department of Agriculture,
Farmers Home Administration and any successor thereof.

11977 Resolution" means the resolution of the TIssuer
adopted November 9, 1978, authorizing the 1977 Bond.

"Resolutions" means collectively the 1977 Resolution and
the Bond Legislation.

"Revenues" or “gross revenues" means all rates, rents,
fees, charges or other income received by the Issuer, or accrued to
the Issuer, or any department, board, agency Or instrumentality
thereof in control of the management and operatiom of the System,
from the operation of the System, and all parts therecf, all as
" calculated in accordance with sound accounting practices.

"Secretary" means the Secretary of the Governing Body.



"gystem" means the existing water system of the Issuer as
expanded by. the Project and includes the complete water system of
the Issuer and all water facilities owned by the Issuer and all
facilities and other property of every nature, real or personal, now
or hereafter owned, held or used in comnection with the water
system; and shall also include any and all additions, extensions,
improvements, properties or other facilities at any time acgnired or
constructed for the water system after completion of the FProject.

Words importing singular number shall include the pluzal
number in each case  and vice versa, and words importing persons
shall include firms and corporaticns.



ARTICLE II

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ILSSUE OF BOND

Section 2.0l. Authorization of Bond. Subject and pur-
suant to the provisions of this Resolution the Bond of the Issuer,
to be known as 'Water Revenue Bond, Series 1982," 4is hereby autho-—
rized to be issued in the aggregate principal amount of not exceed-
ing Six Hundred Fifteen Thousand Dollars ($615,000} for the purpose
of financing a portion cf the cost of constructior and acquisition
of the Project.

Section 2.02. Description of Bond. The Bond shall be is-
sued in single form, No. 1, and shall be dated .on the date of
delivery. The Bond shall bear interest from date, payable monthly
at the rate of five per centum (5%) per annum, and shall be sold for
the par value thereof.

The Bond shall be subject to prepaymemt of scheduled
monthly installments, or any portion thereof, at the option of the

Tssuer, and shall be payable as provided in the Bond form herein—
after set forth.

Section 2.03. Execution of Bond. The Romd shall be exe—
cuted in the mame of the Issuer by the Chairman and its corporate
seal shall be affixed thereto and attested by the Secretary.

Section 2.04. Bonds Mutilated, Destroyed, Stolen or Lost.
In case the Bond shall become mutilated or be destroyed, stolen ox
lost, the Issuer may in its discretion issue and deliver a new Bond
of like tenor as the Bond so mutilated, destroyed, stolen or lost,
in exchange and substitution for such mutilated Bemd or in lieu of
and substitution for the Bomd destroyed, stolen or lost, and upon
the holder's 'furnishing the Issuer proof of his oemership thereof
and complying with such other reasonable regulatioms and conditioms
as the Issuer may require. The Bond so surrendered shall be can-
celed and held for the account of the Issuer. If the Bond shall
have matured or be about to mature, instead of issming a substitute
Bond the Issuer may pay. the same, and, if such Bomd be destroyed,
stolen or lost, without surrender thereof.

Section 2.05. Bond Secured by Pledge of Revenues. The
payment of the debt service of the Bond shall be secured forthwith
by a first lien omn the net revenues derived from the System in
addition to the statutory mortgage lien om the System hereinafter
provided for, om a parity as to lien, pledge and all other respects
with the 1977 Bond. The net revenues derived from the System in &n

-
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amount sufficient to pay the principal of and interest-on the Bonds
and to make .the payments as hereinafter provided, are hereby irrevo-
cably pledged to the payment of the principal of and interest om the
Bonds as the same become due. '

Section 2.06. Form of Bond. Subject to the provisions
hereof, the text of the Bond and the other details thereof shall Be
of substantially the fcllowing tenoT, with such omissions, inser-
tions and variations as may be authorized or permitted hereby or any
resolution adopted after the date of adoption hereof and prior to
the issuance thereof:




(Form of Bond)
WATER REVENUE BOND, SERIES 1682

HODGESVILLE PUBLIC SERVICE DISTRICT

$615,000
No. 1 Date: August 89, 1832

FOR VALUE RECEIVED, HODGESVILLE PUBLIC SERVICE DISTRICT
(herein called "Borrower'') promises to pay to the order of the
United States of America, acting through the Farmers Home Adminis-
tration, United States Department of Agriculture (the "Government'},
at its Natiomal Finance Office, "St. Louis, Missouri, 63103, or at
such other place as the Government may hereafter designate in
writing, the prinmcipal sum of "Six Hundred Fifteen Thousand Dollars
($615,000) plus interest on the unpaid prinmcipal balance at the rate
of five per cent (5%) per annum. The said principal amnd interest
shall be paid in the following installments on the following dates:
Monthly installments of interest only commencing on the 30th day -
following delivery of this Bond and continuing on the corresponding
day of each month for the first twenty-four months after the date
hereof and $3,020, covering principal and interest, thereafter om
said corresponding day of each month, except that the final install-
ment shall be paid at the end of forty (40) years from the date of
this Bond, ang except that prepayments may be made as provided
hereinbelow. The consideration herefor shall support any agreement
modifying the foregoing schedule of payments,

1f the total amount of the loan is not advanced at the
time of loan closing, the loan shall be advanced to Borrower as re-—
quested by Borrower and approved by the Government and interest
shall accrue on the amount of each advance from its actual date as
shown on the reverse hereof.

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

Prepayments of scheduled installments, or any portion
thereof, may be made at any time at the option of Borrower. Refunds
and extra payments, as defined in the regulations of the Farmers
Eome Administration according to the source of funds dinvolved,
shall, after payment of interest, be applied te the installments
last to become due under this Bond and shall not affect the



obligation of Borrower to pay the remaining iInstallments as
scheduled herein.

if the Government at any time assigns this Bond and in-
sures the payment thereof, Borrower shall continue to make payments
to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments
as above authorized made by Borrower may, at the optiom of the
Government, be remitted by the Govermnment to the helder promptly or,
except for final payment, be retained by the Government and remitted
to the holder on either a calendar quarter basis or an annual in-
stallment due date basis. The effective date of every payment made
by Borrower, except payments retained and remitted by the Government
on an annual instaliment due date basis, shall be the date of the
United States Treasury check by which the Government remits the pay-
ment to the holder. The effective date of any prepayment retained
and remitted by the Government to the holder on an annual install-
ment due date basis shall be the date of the prepayment by Borrower
and the Government will pay the interest to which the holder is
entitled accruing between the effective date of any such prepayment
and the date of the Treasury check to the holder. .

Any amount advanced or expended by the Govermment for the
collection hereof or to preserve or protect any security herefor, or
otherwise under the terms of any security ot other instrument exe-
cuted in conmection with the Joan evidenced hereby, at the option of
the CGovernment shall become a part of and bear interest at the same
rate 2s the principal of the debt evidenced hereby and be  immedi-
ately due and payable by Borrower to the Government without demand.
Borrower agrees to use the loan evidenced hereby sclely for purposes
authorized by the Government.

Borrower hereby certifies that it 1is unable to obtain
sufficient credit elsewhere to finance its actual =needs at
reasonable rates and terms, taking into consideration prevailing
private and cooperative rates and terms in or near its community for
loans for similar purposes and periods of time.

This Bond, together with any additional bonds ranking on a
parity herewith which may be issued and ocutstanding for the purpose
of providing funds for fimancing costs of construction and acquisi-
tion of additions, extensions and improvements to the existing water
system (the "System") of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there
have been first paid from such revenues the reasonable current costs
of operation and maintenmance of the System. - This Bond does net in
any manner constitute an indebtedness of the Borrower within the
meaning of any comstitutional or statutory provision or limitationm.

=
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This Bond has been issued under and in full compliance
with the Constitution and statutes of the State of West Virginia,
including, among others, Article 13A of Chapter 16 of the West
Yirginia Code (herein called the "act"), and a Resolution of the
Public Service Board of the Borrower.

1f at any time it shall appear to the Government that Bor—
rower may be able to obtain a loan from a respousible cooperative or
private credit source at reasonable rates and terms for loams for
similar purposes and periods of time, Borrower will, at the Govern-—
ment's request, apply for and accept such loan in sufficiemt amount
to repay the Government. -

This Bond is given as evidence of a loan to Borrower made
or insured by the Government pursuant to the Consolidated Farmers
Home Rural Development Act. This Bond shall be subject ter the pre-
sent regulations of the Farmers EKome Administration amd to its
future regulations mnot inconsistent with 'the express provisions
hereof.

This Bond is on a parity in all respects withh the 1977

Bond described in sald Resolution.

HODGESVILLE PUBLIC SERVICE DESTRICT -
(Name of Borrower)

[ CORPORATE SEAL]

(Signature of Executive Offfcdial)

Chairman, Public Service Boaxd
(Title of Executive Offici=l}

Route L, Post Office Box 352
(P. 0. Box No. or Street Address)

Buckhannon, West Virginia 26201
(City, State and Zip Code)

ATTEST:

{Signature of Attesting Official)

Secretary, Public Service Board
(Title of Attesting Official)

10.



RECORD OF ADVANCES

AMOUNT _DATE AMOUNT DATE

(L (6) $
(2) (1) $
(3) 8) §
(4) {(9) $
(5) (10) §

TOTAL $

ASSTGNMENT

Pay to the Order of

UNITED STATES OF AMERICA
FARMERS HOME ADMINISTRATION

By

{Title)

11.



ARTICLE III

BOND PROCEEDS; REVENUES
AND APPLICATION THEREOF

Section 3.01. Bond Proceeds; Project Construction
Account. The proceeds of, gale of,the Bond s 2ll be deposited on
receipt by the Issuer inAé%ﬁgﬁzi:iﬁiig%ggaéﬁéirEBuckhanﬁon, West
Virginia, a member of Federal Depesit Insurance Corporation {the
"gpIC"), in a special account hereby created and designated as
"Uodgesville Public Service District Constructiom Account" (herein
called the "Project Constructionm Account”). The moneys in the
Project Comstruction Account in excess of the amount insured by FDIC
shall be secured at all times by such bank by securities or in a
manner lawful for the. securing of deposits of State and municipal
funds under West Virginia law. Moneys in the Project Construction
Account shall be expended by the Issuer solely for the purposes
provided herein.

Until completion of comstruction of the Project, the
Issuer will transfer from the Project Construction Account and pay
to the Purchaser on or before the 15th day of each month, such sums
as shall be from time to time required to make the monthly install-
ments on the Bonds if there are not sufficient Net Revenues to make
such monthly payment.

1f the Issuer shall determine at any time that all funds
on deposit in the Project Construction Account exceed the estimated
disbursements on account of the Project for the ensuing 90 days. the
Issuer may invest such excess funds in direct obligations of, or
obligations the primcipal of and interest on which are guaranteed
by, the United States of America, which shall mature not later than
eighteen months after the date of such investment. All such invest-
ments and the income therefrom shall be carried to the credit of the
Project Construction Account.

When construction of the Project has been completed and
all costs thereof have been paid or provision for such payment has
been made, any balance remaining in the Project Cemstruction Account
shall be disposed of in accordance with the regulations of the Pur—
chaser. ’

Section 3.02. Covenants of the Issuer as to Revenues and
Funds. So long as the Bonds shall be outstandimg and unpaid, or
wntil there shall have been set apart in the Reserve Fund herein-
after established, a sum sufficient to pay, when due or at the
earliest practical prepayment date, the entire principal of the Bond

remaining unpaid, together with interest accrued and to accrue

P

lz.



thereon, the Issuer further covenants with the Purchaser as follows,
changes in the funds established and continued by the 1977
Resolution to be made as shown below:

A. REVENUE FUND. The entire gross revenues derived from
the operation of the System, and all parts thereof, and all tap fees
received, shall be deposited as collected by the Issuer in a special
fund in a bank or trust company in the State of West Virginia which
{s a member of FDIC, which Fund, known as the "EBevenue Fund" was
established by the 1977 Resclution. The Revenue Fund is now on
deposit with Central National Bank, Buckhannon, West Virginia. The
Revenue Fund shall comstitute a trust fund for the purposes provided
in the Resolutions and shall be kept separate and distinct from all
other funds of the Issuer and used ounly for the purposes and in the
manner provided in the Resolutionms.

&, DISPOSITION OF REVENUES. All revenues at any time on
deposit in the Revenue Fund shall be disposed of omly in the follow-—
ing corder and priority:

(1) The Issuer shall first each month pay from the
moneys in the Revenue Fund all current Operating Expenses.

(2) The Issuer shall next, on OT before the due
date, transfer from the Revenue Fund and pay to the
National Finance Office designated in the Bond or
otherwise the amount required to pay the interest on the
Bonds, and to amortize the priacipal of the Bonds over the
respective life of each Bond issue.

(3) The Issuer shall next, by the 15th day of each
month, transfer from the Revenue Fund and deposit with the
said Bank in the Reserve Account established by the 1977
Resolution with said Bank, (hereby redesignated as the
"pocarve Fund") 1/12th of 1/10th of the -amount of
principal and interest becoming due on the Bomds in any
vear until the amount in the Reserve Fund equals the sum
of $50,000 such sum being herein called the "Minimum
Reserve." After the Minimum Reserve has been accumlated
in the Reserve Fund, the Issuer shall monthly depesit into
the Reserve Fund such part of the moneys remaining ia the
Revenue Fund, after such provision for payment of monthly
installments on the Bonds and for payment of operating
expenses of the System, as shall be required to maintain
the Minimum Reserve in the Reserve Fund. Moneys in the
Reserve TFund shall be wused solely to make up any
deficiency £or monthly payments of the principal of and
interest on the Bonds to said National Finanece Office as -
the same shall become due or for prepayment of

=
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instzllments on the Bonds, or for mandatory prepayment of
the Bonds as hereinafter provided, and for mno other
purpose. I1f the Issuer has accumulated not less than
813,260 in the Reserve Fund, mno further payments are
required to be made therein on account of the 1977 Dond
unless moneys should be withdrawn from the Reserve Fund.

(4) The Issuer shall next, by the 15th day of each
month, transfer from the Revenue Fund and deposit in the
Depreciation Reserve established by the 1977 Resolution
with said bank, the moneys remaining in the Revenue Fund
and not permitted to be retained therein, until there has
been accumulated in the Depreciation Reserve the aggregate
sum of §54,000 and thereafter such sums as shall be
required to maintain such amount therein. Moneys in the
Depreciation Reserve shall be used first to make up any
deficiencies for monthly payments of principal of and
interest on the Bonds as the same become due, and next to
restore to the Reserve Fund any sum OT SUmS transferred
therefrom. Thereafter, and provided that payments 3Into
the Reserve Fund are current and in accordance with the
foregoing provisions, moneys in the Depreciation Reserve
may be withdrawn by the Issuer and used for extraordimary
repairs and for replacements of equipment and improvements
for the System, or any part thereof.

(5) After all the foregoing provisions for use of .
moneys in the Revenue Fund have been fully complied with,
any momeys Temaining therein and not permitted to be
retained therein may be used to prepay installments of the
Bonds or for any lawful purpose.

Whenever the moneys in the Reserve Fund shall be suffi-
cient to prepay the Bonds in full, it shall be the mandatory duty of
+he Issuer, anything to the contrary herein notwithstamding, to
prepay the Bonds at the earliest practical date and in aceordance
with applicable provisions hereof.

The aforesaid Bank (and any successoT appointed by the
Issuer) is hereby designated as the Fiscal Agent for the administra-
tion of the Reserve Fund and the Depreciation Reserve as herein pro-
vided, and all amounts required therefor will be deposited therein
by the Issuer upon rransfers of funds from the Revenue Fund at the
times provided herein, together with written advice stating the
amount remitted for deposit into each such Fund.

All the funds provided for in this Section shall consti-
cute trust funds and shall be used only for the purposes amd in the
order provided herein, and until so used, the Purchaser shall have a

-
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lien thereon for further securing payment of the Bonds and the
interest thereom, but the aforesaid Bank shall not be a trustee as
to such funds. The moneys in excess of the sum insured by FDIC in
any of such funds shall at all times be secured, to the full extent
thereof in excess of such insured sum, in a manner lawful for secur-
ing deposits of State and minicipal funds under the laws of the
State of West Virginia.

1f on any payment date the revenues are insufficient to
make the payments and transfers as hereinabove provided, the defi-
ciency shall be made up in the subsequent payments and transfers in
addition to those which would otherwise be required to be made on
the subsequent payment dates. -

The Fiscal Agent shall keep the moneys in the Reserve Fund
(subject to Section 4.15) and the Depreciation Reserve invested and
reinvested to the fullest extent practicable in direct obligations
of, or obligations the payment of the principal of 'and interest on
which are guaranteed by, the United States of America and having
maturities not exceeding two Yyears. Earnings upon moneys in the
Reserve Fund, so long as the Minimum Reserve is on deposit and
maintained therein, shall be paid anpually in January into the
Revenue Fund by the Fiscal Agent.

C. CHANGE OF FISCAL AGENT. The Issuer may designate
another bank insured by FDIC as Fiscal Agent if the =foresaid Bank
should cease for any reason to Serve or if the Governing Body de—
termines by resolution that said Bank or its successor should no
longer sexrve as Fiscal Agent. Upon any such change, the Governing
Body will cause notice 0f the change to be sent by registered or
certified mail to the Purchaser.

D. TUSERS. The Issuer has not less than 219 existing
bona fide full time users.

15.



ARTICLE IV

GENERAL COVENANTS

Section 4.0l. General Statement. So long as the Bonds
chall be outstanding and unpaid, or until there shall have been set
apart in the Reserve Fund a sum sufficient to prepay the entire
principal of the Bond remaining unpaid, together with interest
accrued and to accrue thereon to the date of prepayment, the cove-
nants and agreements contained in the Resolutions shall be and
constitute wvalid and legally binding covenants between the Issuer
and the Purchaser.

Section 4.02. Rates. The Issuer will, im the manmeT pro-
vided in the Act, fix and collect such rates, fees or other charges
for the services and facilities of the System, and revise the same
from time to time whenever necessary, as will always provide reve-
nues in each fiscal year sufficient to produce net revenues equal to
got less than 110%7 of the maximum annual debt service on the Bonds
and to make the payments required into the Reserve Fund and the
Depreciation Reserve and all the necessary expenses of operating and
maintaining the System during such fiscal year and such rates, fees
and other charges shall not be reduced so as to be insufficient to
provide adequate revenues for such purposes.

~ Section 4.03. Sale of the System. The System will not be
sold without the prior written consent of the Purchaser so lomg as
the Bonds are outstanding. Such comsent. will provide for disposi-
tion of the proceeds of any such sale.

Section 4.04. Issuance of Additional Parity Bonds. No
additiopal parity bonds payable out of the revenues of the System
shall be issued, except with the prier written consent of the
Purchaser.

Section 4.05. Insurance and Bomnds. The Issuer hereby
covenants and agrees that it will, as an expense of comstructien,
operation and maintenance of the System, procure, carry and main-
tain, so long as the Bonds remain outstanding, insurance with a
reputable insurance carrier or carriers covering the following risks

and in the following amounts:

(a) Fire, Lightning, Vandalism, Malicious
Mischief and Extended (Coverage Insurance, toO be
procured upon acceptance of any part of the
Project from the contracter, and immediately
upon any portion of the System now in use, omn
all above-ground structures of the System in an

a
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amount equal to the actual cost thereof. 1In the
event of any damage to or destruction of any
portion of the System, .the Issuer will promptly
arrange for the application of the imnsurance
proceeds for the repair oT reconstruction of
such damaged or destroyed portiom. The Issuer
will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's
risk insurance- to protect the interests of the
Issuer during construction of the Project in the
full insurable value thereof.

(b} Public Liability  Insurance, with
1imits of not less tham $500,000 for one or more
persons injured or killed in one accident to
protect the Issuer from claims for bodily dnjury
and/or death, and not less than $200,000 to
protect the Issuer from claims for damage to
property of others which may arise from the
operation of the System, such insurance to be
procured not later than the date of delivery of
the Bond.

(c)} Vehicular Public Liability Imsurance,
in the event the Issuer owns OT operates any
vehicle in the operation of the System, or in
the event that any vehicle not owned by the
Issuer is operated at any time or times for the
benefit of the Issuer, with limits of mot less
than $500,000 for ome or more Persons injured or
killed in one accident to protect the Issuer
from claims for bodily injury and/or death, and
not less than $200,000 to protect the Issuer
from claims for damage to property of others
which may arise from such operation of vehicles,
such insurance to be procured prier to
acquisition or commencement of operatiom of any
such vehicle for the Lssuer.

(d) Workmen's Compensation Coverage for

all Employees of the .Issuer Eligible Therefor

and Performance and Payment Bonds, such bonds to
be in the amounts of 100% of the construction
contract, will be required of each prime
contractor, and such payment bonds will be filed
with the Clerk of the County Commission of said
County prior to commencement of comstruction of
the Project in compliance with West Virginia
Code Section 38-2-39.

17.



(e) Fidelity Bonds will be provided as to
‘every member of the Governing Body and as to
every officer and employee thereof Thaving
custody of the Revenue Fund or of any revenues
or other funds of the Issuer in an amount at
least equal to the total funds in the custody of
any such person at any one time, and initially
in the amount of $10,000 upon the treasurer,
provided, Thowever, that no bond shall be
required insofar as custody of the Project:
Comstruction Account 1s concerned so long as
checks thereon require the signature of a
representative of the Purchaser.

(£) Provided, however, and in liet of and
notwithstanding the feregoing provisicns of this
Section, during construction of the Project and
so long as the Bonds are outstanding, the Issuer
will carry insurance and bonds or cause
insurance and bonds to be carried for the
protection of the Issuer, and durimg such
construction will require each contractor and
subcontractor to carry insurance, of such types:
and in such amounts as the Purchaser may
specify, with insurance carriers or Dbonding
companies acceptable to the Purchaser.

Section 4.06. Statutory Mortgage. For the further pro-
tection of the Purchaser, a statutory mortgage lien upon the System
is granted and created by the Act, which statutory mortgage lien is
hereby reccognized and declared to be wvalid and binding and shall
rake effect immediately upon the delivery of the Bond and shall be
£or the equal benefit of the Bonds.

Section 4.07. Events of Default, Each of the following
events is hereby declared an TEvent of Default":

A. Failure to make payment of any monthly - amortization
jnstallment on any of the Bonds at the date specified for payment
thereof;

B. Failure duly and punctually to observe or perform any
of the covenants, conditions and agreements on the part cf the
Tssuer contained in the Bonds or herein OT vioclation of or failure
to observe any provision of any pertinent law.

Section 4.08. Enforcement. Upon the happening of any
Evéqt of Default specified above, then, and in every such case, the
purchaser may proceed toc protect and enforce its rights by an
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appropriate .action In any court of competent jurisdicticm, either
for the specific performance of any covenant Or agreement, ot
execution of any power, or for the enforcement of any proper legzal
or equitable remedy as shall be deemed mest effectual to protect and
enforce such rights.

Upon application by the Purchaser, such court may, upomn
proof of such default appoint a receiver for the affairs of the Is-
suer and the System. The receiver so appointed shall administer the
System on behalf of the Issuer, shall exercise all the rights and
vowers of the Issuer with respect to the System, shall proceed under
the direction of the court to obtain authorization to-increase rates
and charges of the System, and shall have the power to collect and
receive all revenues and zpply the same in such mammer as the court
may direct.

Section 4.09. Fiscal Year; Budget. While the Bonds are
outstanding and unpaid and to the extent not now prchibited by law,
the System shall be operated and maintained cn a fiscal year basis
commencing on July 1 of each year and ending on the £following
June 30, which period shall also constitute the budget year for the:
operation and maintenance of the System. Not later than 30 days
prior to the beginning of each fiscal year, the Issuer -agrees to
adopt the Annual Budget for the ensuing year, and mo expenditures
for operation and maintenance eXpenses of the System in excess of
the Annual Budget shall be made  during such fiscal year unless
unanimously authorized and directed by the Goverming Body. Copies
of each Annual Budget shall be delivered to the Purchaser by the
beginning of each fiscal year.

If for any reason the Issuer shall not have adopted the
Annual Budget before the lst day of any fiscal year, it shall adopt
a Budget of Current Expenses from month to monthk wntil the adoption
of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding monrth in the next year
preceding by more than tem per centum; and provided further, that
adoption of -a Budget of Current Expenses shall not constitute com-—
pliance with the covenant to adopt an Annual Budget unless failure
to adopt an Annual Budget be for a reason beyond the control of the
Issuer. Each such Budget of Current Expenses shall be mailed imme-
diately to the Purchaser. .

Section 4.10. Compensation of Members of Goverming Body.
The Issuer hereby covenants and agrees that no compensation for
policy direction shall be paid to the members of the Governing Bedy
in excess of the amount permitted by the act. Payment of any com-
pensation to any such member for policy direction shall not be made
if such payment would cause the Net Revenues to fall below the
amount required to meet all payments provided for herein, mnor when

-
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there is default in the performance of or compliance with any cove—
nant or provision hereof.

Section 4.11. Covenant to Proceed and Complete. The
Tssuer hereby covenants to proceed as promptly as possible with the
construction of the Project to completion thereof in accordance with
the plans and specifications prepared by the Consulting Engineer and

~on file with the Secretary on the date of adoption hereof, subject

to permitted changes.

Section 4.12. 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, inm which
complete and correct entries shall be made of all transactions re—
lating to the System, and the Purchaser shall have the right at all
reasonable times to inspect the System and all records, accounts and
data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said boeks,
records and accounts of the System to be properly audited by an in-
dependent competent firm of certified public accountants and shall
mail a copy of such audit report to the Purchaser.

Section 4.13. Maintenance of System. The Issuer cove-
nants that it will continuocusly operate; in an economical and effi-
cient manner, and maintain the System as a revenue~producing utility
as herein provided so long as the Bonds are cutstanding.

Section 4.l4. No Competition. The Issuer will not permit
competition with the System within its boundaries or within the ter-
ritory served by it and will not grant or cause, coensent to or allow
the granting of any franchise, permit or other authorization for any
person, firm, corporation, public or private body, agency or instru-
mentality whatsoever to provide any of the services supplied by the
System within the boundaries of the Issuer or withinm the territory
served by the’ System.

Section 4.15. Concerning Arbitrage. The proceeds of sale
of the Bond shall not be invested in such a way as to violate the
regulations of the iInternal Revenue Service or of the Treasury De-
partment of the United States of America in connection with the
arbitrage provisions of Section 103(c) of the Internmal Revenue Code
of 1954, as amended.
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ARTICLE V

RATES, ETC.

Section 5.01. Imitial Schedule of Rates and Charges;
Rules. A. The schedule of rates and charges for the services and
facilities of the Extended System shall be as follows, subject to
change consomant with the provisions hereof:

AVAILABILITY OF SERVICE

Available for general, domestic and industrial service.

RATE
First 3,000 gallons $4 .00 per 1,000 galloms
Next 3,000 gallons $3.75 per 1,000 gallons
‘HNext 4,000 gallons $3.50 per 1,000 gallouns
Next 10,000 gallens $3.25 per 1,000 gallomns
Over 20,000 gallons $3.00 per 1,000 gallons

(Minimum Monthly Bill - $12.00)

MINIMUM CHARGE

~ No bill will be rendered for less than the following
amounts, according to the size of the meter installed, to-wit:

5/8 inch meter $ 12.00 per month

3/4 inch meter 5 17.28 per month
1- inch meter $ 30.72 per month
1-1/2 inch meter 8 69.12 per month
2~ inch meter $ 122.88 per month
3- inch meter $ 276.48 per month
4— inch meter $ 491.52 per month
6- inch meter $1,105.92 per menth

DELAYED PAYMENT PENALTY

All water bills are payable when rendered. On any account
not paid  in full within twenty (20} days of billing date, ten
per cent (10%) will be added to the net amount shown. This delayed
payment penalty is not interest and is only to be collected once for
each bill where it is appropriate.

1f any bill is not paid within sixty (60) days after the
billing date, water service to the customer will be discontinued.

‘Water service will not be restored until all past due water bills

-
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(SPECIMEN BOND)

WATER REVENUE BOND, SERIES 1982

EODGESVILLE PUBLIC SERVICE DISTRICT

615,000
No. 1 : Date: August 9, 1982

FOR VALUE RECEIVED, HODGESVILLE PUBLIC SERVICE DISTRICT
(herein called "Borrower') promises to pay to the order of the
United States of America, acting through the Farmers Home Adminis-

tration, United States Department of Agriculture (the "Government"),

at its National Finance Office, St. Louis, Missouri, 63103, or at
such other place as the Government may hereafter designate in
writing, the principal sum of Six Hundred Fifteen Thousand Dbollars
($615,000) plus interest on the unpaid principal balance at the rate
of five per cent (5%) per annum. The said principal and interest
shall be paid in the following installments on the following dates:
Monthly installments of interest only commencing on the 30th day
following delivery of this Bond and continuing omn the corresponding
day of each month for the first twenty—four months after the date
hereof and 63,020, covering principal and interest, thereafter on
said corresponding day of each month, except that the final install-
ment shall be paid at the end of forty (40) years from the date of
this Bond, and except that prepayments may be mede as provided
hereinbelow. The consideration herefor shall support any agreement
modifying the foregoing schedule of payments.

7f the total amount of the loan is not advanced at the
time of loan closing, the loan shall be advanced to Borrower as re-
quested by Borrower and approved by the Government and interest
shall accrue on the zmount of each advance from its actual date as
shown on the reverse hereof.

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

Prepayments of scheduled installments, or any portion
thereof, may be made at any time at the option of Borrower. Refunds
and extra payments, as defined in the regulations of the Farmers
Home Administration according to the source cof funds dinvolwved,
shall, after payment of interest, be applied to the installments
last to become due under this Bond and shall not affect the
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obligation of Borrower ¢to pay the remaining installments as
scheduled herein.

Tf the Government at any time assigns this Bond and in-
sures the payment thereof, Borrower shall continue to make payments
to the Government as collection agent for the holder.

While this Bond is held by an insured lender, prepayments
as above authorized made by Borrower may, at the option of the
Government, be remitted by the Government to the holder promptly or,
except for final payment, be retained by the Government and remitted
to the holder on either a calendar quarter basis or an annual in-
stallment due date basis. The effective date of every payment made
by Borrower, except payments retained and remitted by the Government
on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Government remits the pay-
ment to the holder. The effective date of any prepayment retained
~and remitted by the Government to the holder on an annual install-
ment due date basis shall be the date of the prepayment by Borrower
and the Covernment will pay the interest to which the holder 1is
entitled accruing between the effective date of any such prepayment
and the date of the Treasury check to the holder.

Any amount advanced or expended by the Governmment for the
enllection hereof or to preserve or protect any security herefor, or
otherwise under the terms of any security or other instrument exe-
cuted in connection with the loan evidenced hereby, at the option of
the Government shall become a part of and bear interest at the same
rate as the principal of the debt evidenced hereby and be immedi-
ately due and payable by Borrower to the CGovernment without demand.
Borrower agrees to use the loan evidenced hereby solely for purposes
-authorized by the Government.

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

This Bond, together with any additional bonds ranking on a
parity herewith which may be issued and outstanding for the purpose
of providing funds for financing coSts of construction and acquisi-
tion of additions, extensions and improvements to the existing water
system (the "System') of the Borrower, is payable solely from the
revenues to be derived from the operation of the System after there
have been first paid from such revenues the reasonable current costs
of operation and maintenance of the System. This Bond does not in
any manner constitute an indebtedness of the Borrower within the
meaning of any constitutional or statutory provision or limitatiom.
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This Pond has been issued under and in full compliance
with the Constitution and statutes of the State of West Virginia,
including, among others, Article 13A of Chapter 16 of the West
Virginia Code (herein called the "Act"), and a Resolution of the
Public Service Board of the Borrower.

1f at any time it shall appear to the Government that Bor-
rower may be able to obtain a loan from a responsible cooperative or
private credit source at reasonable rates and terms for loans for
similar purposes and pericds of time, Borrower will, at the Govern-
ment's request, apply for and accept such loan in sufficiemnt amount
to repay the Government.

This Bond is given as evidence of a lcan to Borrower made
or insured by the Government pursuant to the Consolidated Farmers
Home Rural Development Act. This Bond shall be subject to the pre-
sent regulations of the Farmers Home Administration and to its
future regulations not inconsistent with the express provisions
herecf,

This Bond is on a parity in all respects with the 1977

Bond described in said Resolution.

HODGESVILLE PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL!

(Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official}

Route 1, Post Office Box 352

(P. 0. Box No. or Street Address)

Buckhannon, West Virginia 26201
{(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary, Public Service Board
(Title of Attesting Official)




RECORD OF ADVANCES

AMOUNT DATE AMOUNT DATE
(1) ¢ (6) S
(2) 3 (7) 8
(3) S (8) 8
(4)_ 8 (9) 8
(5) 8 (10) 8

TOTAL $

ASSIGNMENT

Pay to the Order of

UNITED STATES OF AMERICA
FARMERS EOME ADMINISTRATION

By

{Title)

08/06/82
HODGE-S



Subject

Section 1.01

Section 1.02.

Section 1.03
Section 1.04

Section 2.01

Section 3.01
Section 3.02
Section 3.03
Section 3.04
Section 3.05
Section 3.06
Section 3.07
Section 3.08

CH547022.1

HODGESVILLE PUBLIC SERVICE DISTRICT

Water Revenue Bonds, Series 2002 A
(United States Department of Agriculture)

BOND RESOLUTION

Table of Contents

ARTICLE 1
STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Authority for This Resolution
Findings and Determinations

Bond Legislation Constitutes Contract
Definitions

ARTICLE II
AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Authorization of Acquisition and Construction of the Project

ARTICLE III
AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Authorization of Bonds
Description of Bonds
Negotiability, Registration, Transfer and Exchange of Bonds

. Bond Registrar

Execution of Bonds

Bonds Mutilated, Destroyed, Stolen or Lost
Bonds Secured by Pledge of Net Revenues
Form of Bond

FORM OF BOND

Page

R R

10
10
10
11
11
11
12
12
13



Section 4.01
Section 4.02
Seciion 4.03
Section 4.04

Section 5.01
Section 5.02
Section 5.03
Section 5.04
Section 5.05
Section 5.06
Section 5.07
Section 5.08
Section 5.09
Section 5.10
Section 5.11
Section 5.12
Section 5.13
Section 5.14

Section 6.01

Section 7.01
Section 7.02
Section 7.03
Section 7.04
Section 7.05
Section 7.06
Section 7.07
Section 7.08

CH547022.1

ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Establishment of Funds and Accounts with Depository Bank

Bond Proceeds; Project Construction Account

Covenants of the Issuer as to System Revenues and Funds

Interim Construction Financing

ARTICLE V

GENERAL COVENANTS, ETC.

General Statement

Rates

Sale of the System

Issuance of Additional Parity Bonds or Obligations
Insurance and Bonds

Statutory Mortgage Lien

Events of Default

Enforcement

Fiscal Year; Budget

Compensation of Members of Governing Body
Covenant to Proceed and Complete

Books and Records; Audits

Maintenance of System

No Competition

ARTICLE VI
RATES, ETC.,

Initial Schedule of Rates and Charges; Rules

ARTICLE VI
MISCELLANEQUS
Payment of Bonds
Modification or Amendment
Delivery of Bonds

Severability of Invalid Provisions
Conflicting Provisions Repealed
Table of Contents and Headings
Covenant of Due Procedure, Eic.
Effective Time

SIGNATURES
CERTIFICATION

19
19
20
24

25
25
25
25
26
27
28
28
28
29
29
29
29
29

30

31
31
31
31
31
31
32
32
32
33



HODGESVILLE PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF CERTAIN PUBLIC SERVICE
PROPERTIES CONSISTING OF ADDITIONS,
IMPROVEMENTS AND EXTENSIONS TO THE EXISTING
WATERWORKS SYSTEM OF HODGESVILLE PUBLIC
SERVICEDISTRICT, AND THE FINANCING OF THE COST,
NOT OTHERWISE PROVIDED THEREOF, THROUGH THE
ISSUANCE BY THE DISTRICT OF NOT MORE THAN
$1,850,000 IN AGGREGATE PRINCIPAL AMOUNT OF
WATER REVENUE BONDS, SERIES 2002 A (UNITED
STATES DEPARTMENT OF AGRICULTURE); DEFINING
AND PRESCRIBING THE TERMS AND PROVISIONS OF
THE BONDS; PROVIDING GENERALLY FOR THE RIGHTS
AND REMEDIES OF AND SECURITY FOR THE HOLDER
OF THE BONDS; AND PROVIDING WHEN THIS
RESOLUTION SHALL TAKE EFFECT

BE IT RESOLVED AND ORDERED BY THE PUBLIC SERVICE BOARD
OF HODGESVILLE PUBLIC SERVICE DISTRICT:

ARTICIEI

STATUTORY AUTHORITY, FINDINGS
AND DEFINITIONS

Section 1.01. Authority for this Resolution. This Resolution is adopted
pursuant to the provisions of Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended (the "Act"), and other applicable provisions of law. Hodgesville Public Service
District (the "Issuer") is a public corporation, public service district and political subdivision
of the State of West Virginia in Upshur County of said State, duly created pursuant to the Act

by The County Commission of Upshur County.

Section 1.02. Findings and Determinations. It is hereby found,
determined and declared as follows:

A.  The Issuer currently owns and operates a public waterworks system and
desires to finance and acquire, construct, operate and maintain certain additional public
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service properties consisting of additions, improvements and extensions to such existing
waterworks facilities with all appurtenant facilities, within the boundaries of the Issuer to be
owned and operated by the Issuer.

B. It is deemed essential, convenient and desirable for the health, welfare,
safety, advantage and convenience of the inhabitants of the Issuer, and, accordingly, it is
hereby ordered, that there be acquired and constructed certain additions, improvements and
extensions to the existing waterworks facilities of the Issuer, consisting of 25 miles of 6-inch
waterline, one 270 GPM pump station and one 50 GPM booster station, and all necessary
appurtenant facilities (the "Project"), particularly described in and according to the plans and
specifications prepared by the Consulting Engineer and heretofore filed in the office of the
Secretary of the Public Service Board (the "Governing Body") of the Issuer. The existing
waterworks facilities of the Issuer, together with the Project and any further additions,
iroprovements or extensions thereto, are herein called the "System. " The acquisition and
construction of the Project and the financing hereby authorized and provided for are public
purposes of the [ssuer and are ordered for the purpose of meeting and serving public
convenience and necessity.

C.  The estimated revenues to be derived in each year from the operation of
the Systemn after completion of the Project will be sufficient to pay all costs of operation and
maintenance of the System, the principal of and interest on the Bonds (hereinafter defined)
and all funds and accounts and other payments provided for herein.

D.  The estimated maximum cost of the acquisition and construction of the
Project is $3,100,000, of which $1,850,000 will be obtained from the proceeds of sale of the
Series 2002 A Bonds herein authorized and $1,250,000 will be obtained from a grant from
the Smail Cities Block Grant Program.

E. It is necessary for the Issuer to issue its Water Revemue Bonds,
Series 2002 A (United States Department of Agriculture), in the aggregate principal amount
of $1,850,000 (the "Series 2002 A Bonds"), to finance a portion of the cost of such
acquisition and construction in the manner hereinafter provided. The cost of such acquisition
and construction shall be deemed to include, without being limited to, the acquisiion and
construction of the Project; the cost of all property rights, easements and franchises deemed
necessary or convenient therefor and for the improvements and extensions thereto; interest
on the Series 2002 A Bonds prior to, during and for six months after completion of such
acquisition and construction of the improvements and extensions; engineering, fiscal agents
and legal expenses; expenses for estimates of costs and revenues; expenses for plans,
specifications and surveys; other expenses necessary Ot incident to determining the feasibility
or practicability of the Project, administrative expense, and such other expenses as may be
necessary or incident to the financing herein authorized, and the acquisition and construction
of the properties and the placement of same in operation; provided that, reimbursement to the
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Issuer for any amounts expended by it for the repayment of indebtedness incurred for costs
of the Project by the Issuer shall be deemed costs of the Project.

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

G.  There are outstanding obligations of the Issuer which will rank on a
parity with the Series 2002 A Bonds as to liens, pledge and source of and security for
paymeni, being the Water Revenue Bonds, Series 1977, dated July 16, 1979, issued in the
original aggregate principal amount of $225,000, the Water Revenue Bonds, Series 1982,
dated August 9, 1982, issued in the original aggregate principal ‘amount of $615,000, the
Rescheduled Water Revenue Bonds, Series 1977, dated September 1, 1997, issued in the
original aggregate principal amount of $9,945, and the Rescheduled Water Revenue Bonds,
Series 1982, dated September 9, 1997, issued in the original aggregate principal amount of
$29,132 (collectively, the "Prior Bonds™). Other than the Prior Bonds, there are no other
outstanding bonds or obligations of the Issucr which rank prior to or on a parity with the
Series 2002 A Bonds as to liens, pledge and/or source of and security for payment.

The Issuer is not in default under the terms of the Prior Bonds, or the
resolutions authorizing issuance of the Prior Bonds or any document in connection therewith,
and has complied with all requirements of all the foregoing with respect to the issuance of
parity bonds or has obtained a sufficient and valid consent or waiver thereof.

H. Itis in the best interest of the Issuer that the Series 2002 A Bonds be sold
to the Purchaser, pursuant to the terms and provisions of the Letters of Conditions, dated
March 20, 2000, and all amendments thereto, if any (collectively, the "Letter of
Conditions").

L. The Issuer has complied with all requirements of law relating to the
authorization of the acquisition and construction of the Project, the operation of the System,
including, without limitation, the imposition of rates and charges, and the issuance of the
Series 2002 A Bonds, or will have so complied prior to issuance of the Series 2002 A Bonds,
including, among other things and without limitation, obtaining a certificate of public
convenience and necessity and approval of the financing and necessary user rates and charges
from the Public Service Commission of West Virginia by final order, the time for rehearing
and appeal of which have expired or shall have been duly waived or otherwise provided for.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2002 A Bonds by those who shall be the Registered Owner of
the same from time to time, this Resolution (the "Bond Legislation") shall be deewned to be
and shall constitute a confract between the Issuer and such Registered Owner, and the
covenants and agreements set forth herein to be performed by the Issuer shall be for the
benefit, protection and security of the Registered Owner of the Series 2002 A Bonds.
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Section 1.04. Definitions. In addition to capitalized terms defined
elsewhere herein, the following terms shall have the following meanings herein unless the text
otherwise expressly requires:

"Act" means Chapter 16, Article 13A of the West Virginia Code of 1931, as
amended.

"Bond Legislation" means this Resolution and all resolutions supplemental
hereto and amendatory hereof. ‘

"Bond Registrar" means the Issuer, which shajl usually so act by its Secretary.

"Bonds" means, collectively, the Series 2002 A Bonds and the Prior Bonds.

"Chairman" means the Chairman of the Governing Body.

"Commission” means the West Virginia Municipal Bond Commission, formerly

kmown as the State Sinking Fund Commission, or any other agency of the State of West
Virginia that succeeds to the functions of the Commission.

"Consulting Engineer” means Thrasher Engineering, Inc., Clarksburg, West
Virginia, or any qualified engineer or firm of engineers which shall at any time hereafier be
retained by the Issuer as Consulting Engineer for the System.

"Depository Bank" means Bank One, West Virginia, National Association,
Ruckhamnon, West Virginia, a bank or trust company which is a member of FDIC (herein
defined), and its successors and assigns.

"Facilities” or "waterworks facilities” means all the tangible properties of the
System and also any tangible properties which may hereafter be added to the System by
additions, betterments, extensions and improvements thereto and properties, furniture,
fixtures or equipment therefor, hereafter at any time constructed or acquired.

"FDIC" means the Federal Deposit Insurance Corporation.

"Fiscal Year" means each 12-month period begiming on July 1 and ending on
the succeeding June 30.

"Governing Body" means the Public Service Board of the Issuer.

"Government Obligations" means direct obligations of, or obligations the
principal of and interest on which are guaranteed by, the United States of America.
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"(rants” means, collectively, all grants committed for the Project.
"Herein" or "herein" means in this Bond Legislation.

"Issuer," "Borrower" or "District” means Hodgesville Public Service District,
a public service district, a public corporation and a political subdivision of the State of West
Virginia, in Upshur County, West Virginia, and includes the Governing Body.

"Letter of Conditions" means, collectively, the Letter of Conditions of the
Purchaser dated March 20, 2000, and all amendments thereto, if any.

"Minimum Reserve" means, as of any date of calculation, the maximum amount
of principal and interest which will become due on the Series 2002 A Bonds in the then
current or any succeeding year.

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

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

"Prior Bonds" means, collectively, the Water Revenue Bonds, Series 1977,
dated July 16, 1979, issued in the original aggregate principal amount of $225,000, the Water
Revenue Bonds, Series 1982, dated August9, 1982, issued in the origival aggregate principal
amount of $615,000, the Rescheduled Water Revenue Bonds, Series 1977, dated
September 1, 1997, issued in the original aggregate principal amount of $9,945, and the
Rescheduled Water Revenue Bonds, Series 1982, dated September 9, 1997, issued in the
original aggregate principal amount of $29,132, of the Issuer described in Section 1.02G
hereof.

"Prior Resolutions” means, collectively, the resolutions of the Issuer,
respectively adopted authorizing the issuance of the Prior Bonds.
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"Project" shall have the meaning stated in Section 1.02B above.

"purchaser" or "Government" means United States Department of Agriculture,
Rural Utilities Service, and any successor thercof, acting for and on behalf of the
United States of America.

"Qualificd Investments" means and includes any of the following, to the extent
such investments are permitted by law:

(a) Goverment Obligations;

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

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

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

(¢)  Time accounts (including accounts evidenced by
time certificates of deposit, time deposits or other similar banking
arrangements) which, to the extent not insured by the FDIC
(hereinbefore defined) or Federal Savings and Loan Insurance
Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged
either must mature as nearly as practicable coincident with the
maturity of said time accounts or must be replaced or increased
so that the market value thereof is always at least equal to the
principal amount of said time accounts;
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(f)  Money market funds or similar funds whose only
assets are investments of the type described in paragraphs (a)
through (e) above;

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

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

(i}  Obligations of States or political subdivistons or
agencies thereof, the interest on which is excluded from gross
income for federal income tax purposes, and which are rated at
least "A" by Moody's Tnvestors Service or Standard & Poor's
Corporation.

"Registered Owners,” "Bondholders," "Holders of the Bonds" or any similar

term means any person who shall be the registered owner of the Bonds.

Legislation.

"Resolutions” means, collectively, the Prior Resolutions and the Bond

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

accounting practices.
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"Secretary” means the Secretary of the Governing Body.

"Series 2002 A Bonds™ means the Water Revenue Bonds, Series 2002 A (United
States Department of Agriculture), authorized hereby to be issued pursuant to this Bond
Legislation.

"System” means the complete public waterworks system of the Issuer, presently
existing in its entirety or any Integral part thereof, and shall include the Project and any
improvements and extensions thereto hereafter acquired or constructed for the System from
any sources whatsoever.

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

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

AUTHORIZATION OF ACQUISITION AND
CONSTRUCTION OF THE PROJECT

Section 2.01. Authorization of Acguisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $3,100,000, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 2002 A Bonds hereby authorized shall be
applied as provided in Article IV hereof. |
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ARTICLE ITT

AUTHORIZATION, TERMS, EXECUTION,
REGISTRATION AND ISSUE OF BONDS

Section 3.01. Authorization of Bopds. Subject and pursuant to the
provisions of the Bond Legislation, the Series 2002 A Bonds of the Issuer, to be known as
"Water Revenue Bonds, Series 2002 A (United States Department of Agriculture)”, are
hereby authorized to be issued in the principal amount of $1,850,000, for the purpose of
financing a portion of the cost of the acquisition and construction of the Project.

Section 3.02. Description of Bonds. The Series 2002 A Bonds shall be
issued in single form, numbered AR-1, only as a fully registered Bond, and shall be dated the
date of delivery thereof. The Series 2002 A Bonds shall bear interest from the date of
delivery, payable monthly at the rate of 4.875% per annum, and shall be sold for the par
value thereof.

The Series 2002 A Bonds shall be subject to prepayment of scheduled monthly
installments, or any portion thereof, at the option of the Issuer, and shall be payable as
provided in the respective Bond forms hereinafter set forth.

Section 3.03. Negotiability, Registration. Transfer and FExchange of
Bonds. The Series 2002 A Bonds shall be and have all the qualities and incidents of a
negotiable instrument under the Uniform Commercial Code of the State of West Virginia, but
the Series 2002 A Bonds, and the right to principal of and stated interest on the Series 2002 A
Bonds, may only be transferred by transfer of the registration thereof upon the books
required to be kept pursuant to Section 3.04 hereof, by the party in whose name it is
registered, in person or by attorney duly authorized in writing, upon surrender of the
Series 2002 A Bonds for cancellation, accompanied by delivery of a wrilten instrument of
transfer, duly executed in a form acceptable to the Bond Registrar.

Whenever the Series 2002 A Bonds shall be surrendered for registration of
transfer, the Issuer shall execute and deliver a mew Bond or Bonds in authorized
denominations, for a like aggregate principal amount. The Bond Registrar shall require the
payment by the new owner requesting such transfer of any tax or other governmental charge
required to be paid with respect to such transfer, but the Issuer shall pay any other expenses
incurred by the Bond Registrar with respect to such transfer.

No registration of transfer of the Series 2002 A Bonds shall be permitted to be
nade after the 15th day next preceding any installment payment date on the Series 2002 A
Bonds. '
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Section 3.04. Bond Registrar. The Issuer shall be the Bond Registrar and
will keep, or cause to be kept by its agent, at its office, sufficient books for the registration
and transfer of the Series 2002 A Bonds, and, upon presentation for such purpose, the Bond
Registrar shall, under such reasonable regulations as it may prescribe, register the
Series 2002 A Bonds initially issued pursuant hereto and register the transfer, or cause to be
registered by its agent, on such books, the transfer of the Series 2002 A Bonds as
hereinbefore provided.

The Bond Registrar shall accept the Series 2002 A Bonds for registration or
transfer only if ownership thereof is to be registered in the name of the Purchaser, an
individual (including joint ownership), a corporation, a partnership or a trust, and only upon
receipt of the social security number of each individual, the federal employer identification
number of each corporation or partnership or the social security numbers of the settlor and
beneficiaries of each trust and the federal employer identification number and date of each
trust and the name of the trustee of each trust and/or such other identifying number and
information as may be required by law. The Series 2002 A Bonds shall initially be fully
registered as to both principal and interest in the name of the United States of America. So
long as the Series 2002 A Bonds shall be registered in the name of the United States of
America, the address of the United States of America for registration purposes shall be
National Finance Office, St. Louis, Missouri 63103, or such other address as shall be stated
in writing to the Issuer by the United States of America.

Section 3.05. Execution of Bonds. The Series 2002 A Bonds shall be
executed in the name of the Issuer by the Chairman and its corporate seal shall be affixed
thereto and attested by the Secretary. In case any one or more of the officers who shall have
signed or sealed the Series 2002 A Bonds shall cease to be such officer of the Issuer before
the Series 2002 A Bonds so signed and sealed have been actually sold and delivered, such
Bonds may nevertheless be sold and delivered as herein provided and may be issued as if the
person who signed or sealed such Bonds had not ceased to hold such office. The
Series 2002 A Bonds may be signed and sealed on behalf of the Issuer by such person as at
the actual time of the execution of such Bonds shall hold the proper office in the Issuer,
although at the date of such Bonds such person may not have held such office or may not
have been so authorized. :

Section 3.06. Bonds Mutilated, Desiroved, Stolen or Lost. In case the
Series 2002 A Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may
in its discretion issue and deliver a new Bond of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bonds or in lieu of
and substitution for the Bonds desiroyed, stolen or lost, and upon the holder's furnishing the
Issuer proof of his ownership thereof and complying with such other reasonable regulations
and conditions as the Issuer may require. The Series 2002 A Bonds so surrendered shall be
canceled and held for the account of the Issuer. If the Series 2002 A Bonds shall have
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matured or be about to mature, instead of issuing a substitute Bond the Issuer may pay the
same, and, if such Bond be destroyed, stolen or lost, without surrender thereof.

Section 3.07. Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 2002 A Bonds shall be secured forthwith by a first lien on
the Net Revenues derived from the System, on a parity with the Prior Bonds. The Net
Revenues derived from the System in an amount sufficient to pay the principal of and interest
on the Series 2002 A Bonds and the Prior Bonds, and to make the payments as hereinafter
provided, are hereby irrevocably pledged to the payment of the principal of and interest on
the Series 2002 A Bonds and the Prior Bonds as the same become due. '

Section 3.08. Form of Bond. Subject to the provisions hereof, the text
of the Series 2002 A Bonds and the other details thereof shall be of substantially the following
tenor, with such omissions, insertions and variations as may be authorized or permitted
hereby or by any resolution adopted after the date of adoption hereof and prior to the
issuance thereof:

CH547022.1
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(FORM OF BOND)

HODGESVILLE PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2002 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,850,000

No. AR-1 Date:

FOR VALUE RECEIVED, HODGESVILLE PUBLIC SERVICE DISTRICT
(herein called "Borrower") promiises to pay to the order of the United States of America (the
"Government"), or ifs registered assigns, at its National Finance Office, St. Louis, Missouri
63103, or at such other place as the Government may hereafter designate in writing, the
principal sum of DOLLARS
$ ), plus interest on the unpaid principal balance at the rate of 4.875% per anmun.
The sajd principal and interest shall be paid in the following installments on the following
dates: Monthly installments of interest only, commencing 30 days following delivery of the
Bond and continuing on the corresponding day of each month for the first 24 months after
the date hereof, and $10,009, covering principal and mterest, thereafter on said
corresponding day of each month, except that the final installment shall be paid at the end of
40 years from the date of this Bond, in the suni of the unpaid principal and interest due on
the date thereof, and except that prepayments may be tnade as provided hereinbelow. The
consideration herefor shall support any agreement modifying the foregoing schedule of

payments.

If the total amount of the Joan is not advanced at the time of loan closing, the
Joan shall be advanced to Borrower as requested by Borrower and approved by the
Government and interest shall accrue on the aniount of each advance from its actual date as
shown on the Record of Advances attached hereto as a part hereof.

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

Prepayments of scheduled installments, or any portion thereof, may be made
at any time at the option of Borrower. Refunds and exfra payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become due under this Bond and shall not
affect the obligation of Borrower to pay the remaining installments as scheduled herein.

CHS47022.1
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If the Government at any time assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments to the Government as collection agent for
the holder. '

While this Bond is held by an insured lender, prepayments as above authorized
made by Borrower may, at the option of the Government, be remitted by the Government to
the holder promptly or, except for final payment, be retained by the Government and
remitted to the holder on either a calendar quarter basis or an annual installment due date
basis. The effective date of every payment made by Borrower, except payments retained and
remitted by the Government on an annual installment due date basis, shall be the date of the
United States Treasury check by which the Government remits the payment to the holder.
The effective date of any prepayment retained and remitted by the Government to the holder
on an annual installment due date basis shall be the date of the prepayment by Borrower and
the Government will pay the interest to which the holder is entitled accruing between the
effective date of any such prepayment and the date of the Treasury check to the holder.

Any amount advanced or expended by the Government for the collection hereof
or to preserve or protect any security herefor, or otherwise under the terms of any security
or other instrument executed in connection with the loan evidenced hereby, at the option of
the Government shall become a part of and bear interest at the same rate as the principal of
the debt evidenced hereby and be immediately due and payable by Borrower to the
Government without demand. Borrower agrees to use the loan evidenced hereby solely for
purposes authorized by the Government.

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

This Bond, together with any additional bonds ranking on a parity herewith
which may be issued and outstanding for the purpose of providing funds for financing costs
of additions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable solely from the revenues to be derived from the operation of the System
after there have been first paid from such revenues the reasonable current costs of operation
and maintenance of the System. This Bond does not in any manner constitute an indebtedness
of the Borrower within the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the manner, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolutions and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
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denomination or denominations, for the like principal amount, will be issued to the transferee
in exchange herefor.

This Bond, under the provisions of the Act, is and has all the gualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginia, but may only be transferred by transfer of registration hereof with the Bond
Registrar.

This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Cade, as amended (the "Act"), and a Resolution of the Borrower duly
adopted _ 2002, authorizing issuance of this Bond (the "Resolution™).

If at any time it shall appear to the Government that Borrower may be able to
obtain a loan from a responsible cooperative or private credit source at reasonable rates and
terms for loans for similar purposes and periods of time, Borrower will, at the Government's
request, apply for and accept such loan in sufficient amount to repay the Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Act of 1965, as
amended. This Bond shall be subject to the present regulations of the Government and to its
future regulations not inconsistent with the express provisions hereof.

THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE FOLLOWING WATER
REVENUE BONDS OF THE BORROWER:

1) WATERREVENUE BONDS, SERIES 1977, DATED JULY 16, 1979,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $225,000;

2)  WATER REVENUE BONDS, SERIES 1982, DATED AUGUST 9,
1982, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL. AMOUNT OF $615,000;

3 RESCHEDULED WATER REVENUE BONDS, SERIES 1977, DATED
SEPTEMBER 1, 1997, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $9,945; AND

4) RESCHEDULED WATER REVENUE BONDS, SERIES 1982, DATED
SEPTEMBER 9, 1997, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $29,132.
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IN WITNESS WHEREOF, HODGESVILLE PUBLIC SERVICE DISTRICT
has caused this Bond to be executed by its Chairman and its corporate seal to be hereunto
affixed or imprinted hereon and attested by its Secretary, all as of the date hereinabove
writterL.

HODGESVILLE PUBLIC SERVICE DISTRICT
(Name of Borrower)

[CORPORATE SEAL]

(Signature of Executive Official)

Chairman, Public Service Board
(Title of Executive Official)

Drawer C
P. O. Box No. or Street Address)

Hodgesville, West Virginia 25831
(City, State and Zip Code)

ATTEST:

(Signature of Attesting Official)

Secretary, Public Service Board
(Title of Executive Official)

CH547022.1 .
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(Form of)

RECORD QF ADVANCES

AMOUNT DATE AMOQUNT DATE
(L3 (19 $
2y _$ 20 %
3 S 21 $
4 % 22) _$
5 % (23) $
6 95 (24 §
(7__$ (25) §
@ $§ (26) $
9 3 (27 _$
103y $ (28) $
an s 29 $
(12) $ 30y _$
(13 3 3y 8
(14) $ (32) §
(15) _$ (33) $
(16) $ (34) §
(17 _$ (35 $
(18) $ (36) $

TOTAL $
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(Form of Assignment)

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto

the within Bond and does hereby irrevocably constitute and appoint
. Attomey to transfer the said Bond on the books kept

for registration of the within Bond of the said Issuer with full power of substitution in the
pIEmses.

Dated:

In the presence of:

CH547022.1
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ARTICLE IV

SYSTEM REVENUES AND APPLICATION THEREOF;
DISPOSITION OF BOND PROCEEDS; FUNDS AND ACCOUNTS

Section 4.01. A. Establishment of Funds and Accounts with Depository
Bank. The following special funds or accounts are created with (or continued if previously
established by the Prior Resofutions) and shall be held by the Depository Bank, separate and
apart from all other funds or accounts of the Depository Bank and from each other:

(1) Revenue Fund (established by the Prior Resolution);
(2)  Depreciation Reserve (established by the Prior Resolution); and
(3)  Project Construction Account.

B. Establishment of Funds and Accounts with Cornmission. The following
special funds or accounts are created with (or continued if previously established by the Prior
Resolutions) and shall be held by the Commission, separate and apart from all other funds
or accounts of the Commission and from each other:

(1)  Series 2002 A Bonds Reserve Account.

Section 4.02. Bond Proceeds; Project Construction Account. The
proceeds of the sale of the Series 2002 A Bonds shall be deposited upon receipt by the Issuer
in the Project Construction Account. The monijes in the Project Construction Account in
excess of the amount insured by FDIC shall be secured at all times by the Depository Bank
by securities or in a manner lawful for the securing of deposits of State and municipal funds
under West Virginia law. Monies in the Project Construction Account shall be expended by
the Tssuer solely for the purposes provided herein.

Monies in the Project Construction Account shall be used solely to pay the cost
of acquisition and construction of the Project upon vouchers and other documentation
approved by the Purchaser.

Until completion of acquisition and construction of the Project, the Issner will
additionally transfer from the Project Construction Account and pay to the Purchaser on or
before the due date, such sums as shall be from time to time required to make the monthly
installments on the Series 2002 A Bonds if there are not sufficient Net Revenues to make such
monthly payment.
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Pending application as provided in this Section 4.02, money and funds in the
Project Construction Account shall be invested and reinvested at the direction of the Issuer,
to the extent possible in accordance with applicable law, in Qualified Investments.

When acquisition and construction of the Project has been completed and all
costs thereof have been paid or provision for such payment has been made, any balance
remaining in the Project Construction Account shall be disposed of in accordance with the
regulations of the Purchaser.

Section 4.03. Covenants of the [ssuer as to Systemn Revenues and Funds.
So long as any of the Series 2002 A Bonds shall be outstanding and unpaid, or until there
shall have been set apart in the Series 2002 A Bonds Reserve Account, a sum sufficient to
pay, when due or at the earliest practical prepayment date, the entire principal of the
Series 2002 A Bonds remaining unpaid, together with interest accrued and to accme thereon,
the Tssuer further covenants with the Holders of the Series 2002 A Bonds as follows:

A. REVENUEFUND. The entire Gross Revenues derived from the
operation of the System, and all parts thereof, and all Tap Fees received, shall
be deposited as collected by the Issuer in the Revenue Fund. The Revenue
Fund shall constitute a trast fund for the purposes provided in the Resolutions
and shall be kept separate and distinct from all other funds of the Issuer and the
Depository Bank and used only for the purposes and in the manner provided in
the Resolutions.

B. DISPOSITION OF REVENUES. All Revenues at any time on
deposit in the Revenue Fund shall be disposed of only in the following order
and priority, subject to the provisions of the Prior Resolutions not otherwise
modified herein:

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

(2)  The Issuer shall next, each month, on or before the
due date of payment of each instaliment on the Prior Bonds and
the Series 2002 A Bonds, transfer from the Revenue Fund and
remit (i) to the National Finance Office, the amounts required to
be paid on the Prior Bonds pursuant to the Prior Resolutions; and
(i) to the National Finance Office, the amounts required to pay
the interest on the Series 2002 A Bonds and to amortize the
principal of the Series 2002 A Bonds over the life of the Bond
issue. All payments with respect to principal of and interest on
the Prior Bonds and the Series 2002 A Bonds shall be made on an
equal pro rata basis in accordance with the respective aggregate
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principal amounts thereof outstanding and on a parity with each
other.

(3)  The Issuer shall next, on the first day of each month,
transfer from the Revenue Fund and remit (i) to the Depository
Bank for deposit into the respective Reserve Accounts for the
Prior Bonds, the amounts required by the Prior Resolutions; and
(ii) beginning on the date specified by the Purchaser, but in any
event miot later than the 24th monthly anmiversary of the Closing
Date, and continuing on each monthly anniversary of the Closing
Date thereafter, transfer from the Revenue Fund and remit to the
Commission for deposit into the Series 2002 A Bonds Reserve
Account, an amount equal to 0.4167% of the Minimum Reserve,
until the amount in the Series 2002 A Bonds Reserve Account
equals the Minimum Reserve; provided that, no further payments
shall be made into the Series 2002 A Bonds Reserve Account
when there shall have been deposited therein, and as long as there
shall remain on deposit therein, an amount equal to the Minimum
Reserve. Monies in the Series 2002 A Bonds Reserve Account
shall be used solely to make up any deficiency for monthly
payments of the principal of and interest on the Series 2002 A
Bonds to the National Finance Office as the same shall become
due or for prepayment of installments on the Series 2002 A
Bonds, or for mandatory prepayment of the Series 2002 A Bonds
as hereinafter provided, and for no other purpose; provided,
nowever, earnings from monies in the Series 2002 A Bond
Reserve Account, so long as the Series 2002 A Bonds Reserve
Requirement is on deposit and maintained therein, shall be
returned not less than once each year, by the Commission to the
Issuer, to be deposited in the Revenue Fund.

'(4)  The Issuer shall next on the first day of each month,
transfer from the Revenue Fund and remit to the Depository Bank
for the deposit in the Depreciation Reserve (i} the amounts
required by the Prior Resolutions for the Prior Bonds; (ii)
beginning on the date specified by the Purchaser, but in any event
not later than the 12th monthly anniversary of the Closing Date,
and continuing on each monthly anniversary of the Closing Date
thereafier, an amount equal to 0.4167 % of the Minimum Reserve,
until the amount in the Series 2002 A Bonds Reserve Account
equals the Minimum Reserve, and thereafter, 0.8334% of the
Minimum Reserve, so long as the Series 2002 A Bonds are
outstanding; provided, however, that in the event Revenues are
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insufficient to fund the Series 2002 A Bonds Reserve Account in
accordance with Section 4.04B above, or a withdrawal of funds
from the Series 2002 A Bonds Reserve Account is made, payment
of Revenues into the Renewal and Replacement Fund as provided
in this Section 4.04B shall not be made, but instead Revenues
shall be applied to the replenishment of the Series 2002 A Bonds
Reserve Account until such deficiency is cured, at which time
payrments into the Renewal and Replacement Fund as provided in
this Section 4.04B shall resume. Monies in the Renewal and
Replacement Fund shall be used first o make up any deficiencies
for monthly paymenis of interest on and principal of the Series
2002 A Bonds as the same become due, and next to restore to the
Series 2002 A Bonds Reserve Account any sum Or SUMS
iransferred therefrom. Thereafter, and provided that payments
are current and in accordance with the foregoing provisions,
monies in the Renewal and Replacement Fund may be withdrawn
by the Issuer and used for replacements, repairs, improvements
or extensions to the System.

(5)  After all the foregoing provisions for use of monies
in the Revenue Fund have been fully complied with, any monies
remaining therein and not permitted to be retained therein may be
used to prepay installments of the Bonds, pro rata, or for any
lawful purpose. '

Whenever the money in the Series 2002 A Bonds Reserve Account shall
be sufficient to prepay the Series 2002 A Bonds in foll, it shall be the
mandatory duty of the Issuer, anything to the contrary herein notwithstanding,
to prepay the Series 2002 A Bonds at the earliest practical date and in
accordance with applicable provisions hereof. :

The Commission is hereby designated as the Fiscal Agent for the
administration of the Series 2002 A Bonds Reserve Account. The Depository
Bank is hereby redesignated as the Fiscal Agent for the Depreciation Reserve
as herein provided. All amounts required for the Series 2002 A Bonds Reserve
Account and the Depreciation Reserve will be deposited therein by the [ssuer
upon transfers of funds from the Revenue Fund at the times provided herein,
together with written advice statng the amount remitted for deposit into each
such fund.

The Revenue Fund, the Series 2002 A Bonds Reserve Account and the

Depreciation Reserve shall constitute trust funds and shall be used only for the
purposes and in the order provided herein, and until so used, the Purchaser
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shall have a lien thereon for further securing payment of the Series 2002 A
Bonds and the interest thereon.

If on any payment date the Revenues are insufficient to make the
payments and transfers as hereinabove provided, the deficiency shall be made
up in the subsequent payiments and transfers in addition to those which would
otherwise be required to be made on the subsequent payment dates.

Principal, interest or reserve payments, whether made for a deficiency
or otherwise, shall be made on a parity and pro rata, with respect to the
Series 2002 A Bonds and the Prior Bonds, in accordance with the respective
principal amounts then Outstanding.

Subject to the Prior Resolutions, the Commission and the Depository
Bank, at the direction of the Issuer, shall keep the monies in the Series 2002 A
Bonds Reserve Account and the Depreciation Reserve invested and reinvested
to the fullest extent possible in accordance with applicable law, and to the
extent practicable, in Qualified Investments having maturities consonant with
the required use thereof. Investments in any fund or account under this Bond
Legislation shall, unless otherwise provided herein or required by law, be
valued at the lower of cost or the then current market value, or at the
redemption price thereof if then redeemable at the option of the holder,
including value of accrued interest and giving effect to the amortization of
discount, or at par if such investment is held by the "consolidated fund”
managed by the West Virginia Investment Management Board. Any investment
shall be held in and at all times deemed a part of the fund or account in which
such monies were originally held, and interest accruing thereon and any profit
or loss realized from such investment shall be credited or charged to the
appropriate fund or account. Earnings from monies in the Series 2002 A Bonds

. Reserve Account, so long as the Minimum Reserve is on deposit and

maintained therein, shall be paid annually by the Commission to the Issuer and
deposited in the Revenue Fund.

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

D. USER CONTRACTS. The Issuer shall, prior to delivery of the
Series 2002 A Bonds, provide evidence that there will be at least 1,007 bona
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fide users upon the System on completion, in full compliance with the
requirements and conditions of the Purchaser.

E. CHARGES AND FEES. The Issuer shall remit from the Revenue
Fund to the Depository Bank and the Commission such additional sums as shall
be mecessary to pay the charges and fees of the Depository Bank or the
Commission then due.

F.  INVESTMENT OF EXCESS BALANCES. The monies if excess
of the sum insured by FDIC in any of such funds or accounts shall at all times
be secured, to the full extent thereof in excess of such insured sum, by
Qualified Tnvestments as shall be eligible as security for deposits of state and
municipal funds under the laws of the State of West Virginia.

G. REMITTANCES. All remittances made by the Issuer to the
Comumission shall clearly identify the fund or account into which each amount
is to be deposited.

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

" Section 4.04. Interim Construction Financing. In order to pay certain
costs of the Project pending receipt of proceeds of the Grants and advances of principal of
the Series 2002 A Bonds, the Issuer may issue and sell its interim construction notes in an
aggregate principal amount not to exceed $1,850,000 (the "Notes"). The Notes shall be in
the form of a line of credit from a commercial bank or other lender, and the Issuer is hereby
authorized to enter into the credit agreement with such commercial bank or other lender. The
Notes shall bear interest from the date or dates, at such rate or rates, payable on such dates
and shall mature on such date or dates and be subject to such prepayment ot redemption, all
as provided in the credit agreement.

The Notes shall be special obligations of the Issuer payable as to principal and
interest solely from proceeds of the Series 2002 A Bonds or the Grants. The Notes do not
and shall not constitute an indebtedness of the Issuer within the meaning of any constitutional
or statutory provisions. The general funds of the Issuer are not liable, and neither the full
faith and credit nor the taxing power of the Issuer, if any, is pledged for the payment of the
Notes. The Holders of the Notes shall never have the right to corpel the forfeiture of any
property of the Issuer. The Notes shall not be a debt of the Issuer, nor a legal or equitable
pledge, charge, lien or encumbrance upon any property of the Issuer or upon any of its
income, receipts or revenues except as set forth herein.
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ARTICLEV

GENERAL, COVENANTS, ETC.

Section 5.,01. General Staternent. So long as the Series 2002 A Bonds
shall be outstanding and unpaid, or until there shall have been set apart in the Series 2002 A
Bonds Reserve Account a sum sufficient to prepay the entire principal of the Series 2002 A
Bonds remaining unpaid, together with interest accrued and to accrue thereon to the date of
prepayment, the covenants and agreements contained herein shall be and constitute valid and
legally binding covenants between the Issuer and the Holder of the Series 2002 A Bonds.

Section 5.02. Rates. The Issuer will, in the manner provided in the Act,

fix and collect such rates, fees or other charges for the services and facilities of the System,

and revise the same from time to time whenever necessary, as will always provide Revenues
in each Fiscal Year sufficient to produce Net Revenues equal to not less than 110% of the
annual debt service on the Series 2002 A Bonds and the Prior Bonds and sufficient to make
the payments required herein into all funds and accounts and all the necessary expenses of
operating and maintaining the System during such Fiscal Year and such rates, fees and other
charges shall not be reduced so as to be insufficient to provide adequate Revenues for such
purposes.

Section 5.03. Sale bf the System. The System will not be sold without
the prior written consent of the Purchaser so long as the Series 2002 A Bonds are
outstanding. Such consent will provide for disposition of the proceeds of any such sale.

Section 5.04. Tssuance of Additional Parity Bonds or Obligations. No
additional Parity Bonds or obligations payable out of any of the Revenues of the System shall
be issued, except with the prior written consent of the Purchaser. No Parity Bonds shall be
issued at any time, however, unless there has been procured and filed with the Secretary a
written statement by the Independent Certified Public Accountants, reciting the conclusion
that the Net Revenues for the Fiscal year following the year in which such Parity Bonds are
to be issued shall be at least 120% of the average annual debt service requirerments on the
following:

(1)  The Bonds Outstanding;

(2) Any Parity Bonds theretofore jssued pursuant to the provisions -
contained in this Bond Legislation then Outstanding; and

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

No additional Parity Bonds or obligations payable out of any of the Revenues
of the System shall be issued, except with the prior written consent of the Purchaser.
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The foregoing limitation may be waived or modified by the written consent of

the Holders of the Prior Bonds.

agrees that it w
procure, carry
insurance with a reputable insurance carrier or carriers coverin

Section 5.05. Insurance and Bonds. The Issuer hereby covenants and
ill, as an expense of construction, operation and maintenance of the Systern,

and maintain, so long as the Series 2002 A Bonds remain outstanding,
g the following risks and in

the following amounts:

CH547022.1

(a)  Fire. Lightning, Vandalism, Malicious Mischief and
Extended Coverage Insurance, to be procured upon acceptance of
any part of the Project from the contractor, and immediately upon
any portion of the System now in use, on all above-ground
structures of the System and mechanical and electrical equipment
in place or stored on the site in an amount equal to the full
insurable value thereof. In the event of any damage to or
destruction of any portion of the System, the Issuer will promptly
arrange for the application of the insurance proceeds for the
repair or reconstruction of such damaged or destroyed portion. -
The Issuer will itself, or will require each contractor and
subcontractor to, obtain and maintain builder's risk insurance to
protect the interests of the Issuer during construction of the
Project in the full insurable value thereof.

(b)  Public Liability Insurance, with limits of not less
than $500,000 for one or more persons injured or killed in one
accident to protect the Issuer from claims for bodily injury and/or
death, and not less than $200,000 to protect the Issuer from
claims for damage to property of others which may arise from the
operation of the System, such insurance to be procured not later
than the date of delivery of the Series 2002 A Bonds.

(c)  Vehicular Public Liability Insurance, in the event the
Issuer owns or operates any vehicle in the operation of the
System, or in the event that any vehicle not owned by the Issuer
is operated at any time or times for the benefit of the Issuer, with
limits of not less than $500,000 for one or more persons injured
or killed in one accident to protect the Issuer from claims for
bodily injury and/or death, and not less than $200,000 to protect
the Issuer from claims for damage to property of others which
may arise from such operation of vehicles, such insurance to be
procured prior to acquisition or commencement of operation of
any such vehicle for the Issuer.
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created by the Act, on a par
recognized and declared to

(d) Workers' Compensation Coverage for All
Emplovees of the District Eligible Therefor and Performance and
Payment Bonds, such bonds to be in the amounts of 100% of the
construction contract, will be required of each prime contractor,
and such payment bonds have been or will be filed with the Clerk
of the County Commission of said County prior to
commencement of constroction of the Project in compliance with
West Virginia Code Section 38-2-39. Workers' commpensation
coverage shall be maintained as required by the laws of the State
of West Virginia.

(&) Flood Insurance to be procured, to the extent
available at reasonable cost to the Issuer; however, if the System
is located in a community which has been notified as having
special flood or mudslide prone areas, flood insurance must be
obtained.

(f)  Fidelity Bonds will be provided as fo every member
of the Governing Body and as to every officer and erpployee
thereof having custody of the Revenue Fund or of any revenues
or other funds of the Issuer in such amount as may be requested
by the Purchaser from time to time.

(g Provided, however, and in liew of and
notwithstanding the foregoing provisions of this Section, during
construction of the Project and so long as the Series 2002 A
Bonds are outstanding, the Issuer will carry insurance and bonds
or cause insurance and bonds to be carried for the protection of
the Issuer, and during such construction will require each
contractor and subcontractor to carry insurance, of such types and
in such amounts as the Purchaser may specify, with insurance
carriers or bonding companies acceptable to the Purchaser.

Section 5.06. Statutory Mortgage Lien. For the further protection of the
Holder of the Series 2002 A Bonds, a statutory mortgage lien upon the Systemn is granted and
ity with the Prior Bonds, which statutory mortgage lien is hereby
be valid and binding and shall take effect immediately upon the

delivery of the Series 2002 A Bonds.

Section 5.07. Events of Default. Each of the following events is hereby

declared an "Event of Default”:
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(a) Failure to make payment of any monthly
amortization installment upon the Series 2002 A Bonds at the date
specified for payment thereof; aud

(b)  Failure to duly and punctually observe or perform
any of the covenants, conditions and agreements on the part of the
Issuer contained in the Series 2002 A Bonds or herein, or
violation of or failure to observe any provision of any pertinent -
law.

Section 5.08. FEnforcement. Upon the happening of any Event of Default
specified above, then, and in every such case, the Purchaser may proceed to protect and
enforce its rights by an appropriate action in any court of competent jurisdiction, either for
the specific performance of amy covenant or agreement, or execution of any power, or for
the enforcement of any proper legal or equitable remedy as shall be deemed most effectual
to protect and enforce such rights; provided that prior to the Purchaser taking any action
regarding any security interest or the lien security the Series 2002 A Bonds.

Upon application by the Purchaser, such court may, upon proof of such default,
appoint a receiver for the affairs of the Issuer and the System. The receiver so appointed
shall administer the System on behalf of the Issuer, shall exercise all the rights and powers
of the Issuer with respect to the System, shall proceed under the direction of the court to
obain authorization to increase rates and charges of the System, and shall have the power to
collect and receive all revenues and apply the same in such manner as the court may direct.

Section 5.09. Fiscal Year: Budget. While the Series 2002 A Bonds are
outstanding and unpaid and to the extent not now prohibited by law, the System shall be
operated and maintained on a Fiscal Year basis commencing on July 1 of each year and
ending on the following June 30, which period shall also constitute the budget year for the
operation and maintenance of the System. Not later than 30 days prior to the beginning of
each Fiscal Year, the Issuer agrees to adopt the Annual Budget for the ensuing year, and no
expenditures for operation and maintenance expenses of the System in excess of the Anmual
Budget shall be made during such Fiscal Year unless unanimously authorized and directed
by the Governing Body. Copies of each Annual Budget shall be delivered to the Purchaser
by the beginning of each Fiscal Year.

If for any reason the Issuer shall not have adopted the Annnal Budget before the
1st day of any Fiscal Year, it shall adopt a Budget of Current Expenses from month to month
until the adoption of the Annual Budget; provided, however, that no such monthly budget
shall exceed the budget for the corresponding month in the next year preceding by more than
10%; and provided further, that adoption of a Budget of Current Expenses shall not constitute
compliance with the covenant to adopt an Annual Budget unless failure to adopt an Annual
Budget be for a reason beyond the control of the Issuer. Each such Budget of Current
Expenses shall be mailed immediately to the Purchaser.
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Section 5.10. Compensation of Members of Governing Body. The Issuer
hereby covenants and agrees that no compensation for policy direction shall be paid to the

members of the Governing Body in excess of the amount permitted by the Act. Payment of
any compensation to any such member for policy direction shall not be made if such payment
would cause the Net Revenues to fall below the amount required to meet all payments
provided for herein, nor when there is default in the performance of or compliance with any
covenant or provision hereof.

- Section 5.11. Covenant to Proceed and Complete. The Issuer hereby
covenants to proceed as promptly as possible with the acquisition and construction of the
Project to completion thereof in accordance with the plans and specifications prepared by the
Consulting Engineer on file with the Secretary on the date of adoption hereof, subject to
permitted changes.

Section5.12. Books and Records; Audits. The Issuer will keep books and
records of the Systemn, which shall be separate and apart from all other books, records and
accounts of the Issuer, in which complete and correct entries shall be made of all transactions
relating to the System, and the Purchaser shall have the tight at all reasonable times to inspect
the System and all records, accounts and data of the Issuer relating thereto.

The Issuer shall, at least once a year, cause said books, records and accounts
of the System to be properly audited by an independent competent firm of certified public
accountants and shall mnail a copy-of such audit report to the Purchaser. The Issuer shall
further comply with the Act with respect to such books, records and accounts.

Section 5.13. Maintenance of System. The Issuer covenants that it will
continuously operate, in an economical and efficient manner, and maintain the System as a
revenue-producing utility as herein provided so long as the Series 2002 A Bonds are
outstandimg. :

Section5.14. No Competition. To the extent legally allowable, the Issuer
will pot permit competition with the System within its boundaries or within the territory
served by it and will not grant or cause, consent to or allow the granting of any franchise,
permit or other authorization for any person, firm, corporation, public or private body,
agency or instrumentality whatsoever (o provide any of the services supplied by the System
within the boundaries of the Issuer or within the territory served by the System.
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ARTICLE VI

RATES, ETC.

Section 6.01. Initial Schedule of Rates and Charges; Rules. A. The
initial schedule of rates and charges for the services and facilities of the System, subject to
change consonant with the provisions hereof, shall be as set forth in the Final Order of the
Public Service Commission of West Virginia, entered on June 6, 2002, Case No. 01-1432-
PWD-19A, which Final Order is incorporated herein by reference as a part hereof.

B.  There shall not be any discrimination or differential in rates between
customers in similar circumstances.

C.  All delinquent fees, rates and charges for services or facilities of the
System shall be liens on the premises served of equal degree, rank and priority with the lien
on such premises of state, county, school and municipal taxes, as provided in the Act. The
Issuer shall have all remedies and powers provided under the Act and other applicable
provisions of law with regard to the collection and enforcement of such fees, rates and
charges.

D.  The Issuer will not render or cause to be rendered any free services of
any nature by the System nor any of the facilities; and in the event that the Issuer or any
department, agency, officer or employee thereof should avail itself or themselves of the
services or facilities of the Systemn, the same fees, rates and charges applicable to other
customers receiving like services under similar circumstances shall be charged, such charges
shall be paid as they accrue, and revenues so received shall be deposited and accounted for
in the same manner as other Revenues of the System.

E.  The Issuer may require any applicant for any service by the System to
deposit a reasonable and equitable amount to insure payment of all charges for the services
rendered by the System, which deposit shall be handled and disposed of under the applicable
rules and regulations of the Public Service Commission of West Virginia.

F.  The Issuer, to the extent permitted by law, will notaccept payment of any
water bill from a customer served with water and sewer services by the Issuer without
payment at the same time of a sewer bill owed by such customer for the same premises.
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ARTICLE VI

+

MISCELLANEOUS

Section 7.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid, to the Holder of the Series 2002 A Bonds, the principal of and interest due
or to become due thereon, at the fimes and in the manner stipulated therein and in this Bond
Legislation, then with respect to the Series 2002 A Bonds, the pledge of Net Revenues and
other monies and securities pledged under this Bond Legislation and all covenants,
agreements and other obligations of the Issuer to the Registered Owner of the Series 2002 A
Bonds, shall thereupon cease, terminate and become void and be discharged and satisfied.

Excent throngh such direct payment t0 the Holder of the Series 2002 A Bonds,
the Issuer may not defease the Series 2002 A Bonds or otherwise provide for payment thereof
by escrow or like manner.

Section 7.02. Modification or Amendment. The Bond Legislation may
not be modified or amended after final passage without the prior written consent of the
Purchaser.

Section 7.03. Delivery of Bonds. The Chairman, Secretary and Treasarer

of the Governing Body are hereby authorized and directed to cause the Series 2002 A Bonds,
hereby awarded to the Purchaser pursuant to prior agreement, to be delivered to the
Purchaser as soon as the Purchaser will accept such delivery.

Section 7.04. Severability of Invalid Provisions. If any one or more of
the covenants, agreements oI provisions hereof should be held contrary to amy €Xpress
provision of law or contrary to the policy of express law, although not expressly prohibited,
or against public policy, or shall for any reason whatsoever be held imvalid, then such
covenants, agreements or provisions shall be null and void and shall be deeined severable
from the remaining covenants, agreements oT provisions hereof, and shall in no way affect
the validity of all the other provisions hereof or the Series 2002 A Bonds.

Section 7.05. Conflicting Provisions Repealed. The Prior Resolutions and
all parts thereof not expressly hereby changed shall continue in full force and effect and this
Bond Legislation shall be supplemental to the Prior Resolutions.

All tesolutions and orders, or parts thereof, in conflict with the provisions
hereof are, to the extent of such conflicts, hereby repealed; provided that this Section shall
not be applicable to the Loan Resolution (Form FmHA 442-47).
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Section 7.06. Table of Contents and Headings. The Table of Contents
and headings of the articles, sections and subsections hereof are for convenience only and
shall neither control nor affect in any way the meaning or construciion of any of the
provisions hereof.

Section 7.07. Covenant of Due Procedure. Etc. The Issuer covenants that
41l acts, conditions, things and procedures required to exist, to happex, to be performed or
to be taken precedent to and in the adoption of this Resolution do exist, have happened, have
peen performed and have been taken in regular and due time, form and manner as required
by aud in full compliance with the laws and Constitution of the State of West Virginia
applicable thereto; and that the Chajrman, Secretary and members of the Governing Body
were at all times when any actions in connection with this Resolution eccurred and are duly
in office and duly qualified for such office.

Section 7.08. Effective  Time. This Resolution shall take effect
immediately upon its adoption.

Adopted this 16th day of December, 2002.

HODGESVILLE PUBLIC SERVICE DISTRICT

LA L e s
LT F e

Chairman
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CERTIFICATION

Certified a true copy of a Resolution duly adopted by the Public Service Board
of HODGESVILLE PUBLIC SERVICE DISTRICT on the 16th day of December, 2002.

Dated: December 18, 2002.

[SEAL]

(o0 %‘,WLO

Secretary

9/03/02
415080.00001
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HODGESVILLE PUBLIC SERVICE DISTRICT

WATER REVENUE BONDS, SERIES 2002 A
(UNITED STATES DEPARTMENT OF AGRICULTURE)

$1,850,000

No. AR-1 Date: December 18, 2002

FOR VALUE RECEIVED, HODGESVILLE PUBLIC SERVICE DISTRICT
(herein called "Borrower") promises to pay to the order of the United States of America (the
"Government"), or its registered assigns, at its National Finance Office, St. Louis, Missouri
63103, or at such other place as the Government may hereafter designate in writing, the
principal sum of ONE MILLION EIGET HUNDRED FIFTY THOUSAND DOLLARS
($1,850,000), plus interest on the unpaid principal balance at the rate of 4.875% per annurm.
The said principal and interest shall be paid in the following installments on the following
dates: Monthly installments of interest only, commencing 30 days following delivery of the
Bond and continuing on the corresponding day of each month for the first 24 months after
the date hereof, and $8,936, covering principal and interest, thereafter on said corresponding
day of each month, except that the final installment shall be paid at the end of 40 years from
the date of this Bond, in the sum of the unpaid principal and interest due on the date thereof,
and except that prepayments may be made as provided hereinbelow. The consideration
herefor shall support any agreement modifying the foregoing schedule of payments.

If the total amount of the loan is not advanced at the time of loan closing, the
loan shall be advanced to Borrower as requested by Borrower and approved by the
Government and interest shall accrue on the amount of each advance from its actual date as
shown on the Record of Advances attached hereto as a part hereof.

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

Prepayments of scheduled installments, or any portion thereof, may be made
at any time at the option of Borrower. Refunds and extra payments, as defined in the
regulations of the Government according to the source of funds involved, shall, after payment
of interest, be applied to the installments last to become due under this Bond and shall not -
affect the obligation of Borrower to pay the remaining installments as scheduled herein.

If the Government at any time assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments to the Government as collection agent for

the holder.
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If the Government at any time assigns this Bond and insures the payment
thereof, Borrower shall continue to make payments to the Government as collection agent for
the holder.

While this Bond is held by an insured lender, prepayments as above
authorized made by Borrower may, at the option of the Government, be remitted by the
Goveroment to the holder promptly or, except for final payment, be retained by the
Government and remitted to the holder on either a calendar quarter basis or an annual
installment due date basis. The effective. date of every payment made by Borrower, except
payments retained and remitted by the Government on an annual installment due date basis,
shall be the date of the United States Treasury check by which the Government remits the
payment to the holder. The effective date of any prepayment retained and remitted by the
Government to the holder on an annual installment due date basis shall be the date of the
prepayment by Borrower and the Government will pay the interest to which the holder is
eniitled accruing between the effective date of any such prepayment and the date of the
Treasury check to the holder.

Any amount advanced or expended by the Government for the collection
hereof or to preserve or protect any security herefor, or otherwise under the terms of any
security or other instrument executed in connection with the loan evidenced hereby, at the
option of the Government shall become a part of and bear interest at the same rate as the
principal of the debt evidenced hereby and be immediately due and payable by Borrower to
the Government without demand. Borrower agrees to use the loan evidenced hereby solely
for purposes authorized by the Goveranment.

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

This Bond, together with any additional bonds ranking on a parity herewith '
Wthh may be issued and outstanding for the purpose of providing funds for financing costs
of additions, extensions and improvements to the waterworks system (the "System") of the
Borrower, is payable solely from the revenues to be derived from the operation of the System
after there have been first paid from such revenues the reasonable current costs of operation
and maintenance of the System. This Bond does not in any manner constifute an indebtedness
of the Borrower within the meaning of any constitutional or statutory provision or limitation.

Registration of this Bond is transferable by the registered owner hereof in
person or by his, her or its attorney duly authorized in writing, at the office of the Borrower,
as Bond Registrar, but only in the marmer, subject to the limitations and upon payment of the
charges, if any, provided in the herein defined Resolutions and upon surrender and
cancellation of this Bond. Upon such transfer a new Bond or Bonds, of authorized
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denomination or denominations, for the like principal amount, wilf be issued to the transferee
in exchange herefor.

This Bond, under the provisions of the Act, is and has all the qualities and
incidents of a negotiable instrument under the Uniform Commercial Code of the State of
West Virginta, but may only be transferred by transfer of registration hereof with the Bond

Registrar.

This Bond has been issued under and in full compliance with the Constitution
and statutes of the State of West Virginia, including, among others, Chapter 16, Article 13A
of the West Virginia Code, as amended (the "Act"), and a Resolution of the Borrower dnly
adopted December 16, 2002, authorizing issuance of this Bond (the "Resolution™).

If at any time it shall appear to the Government that Borrower may be able
to obtain a loan from a responsible cooperative or private credit source at reasonable rates
and terms for loans for similar purposes and periods of time, Borrower will, at the
Government's request, apply for and accept such loan in sufficient amount to repay the

Government.

This Bond is given as evidence of a loan to Borrower made or insured by the
Government pursuant to the Consolidated Farm and Rural Development Actof 1965. This
Boud shall be subject to the present regulations of the Government and to its future
regulations not inconsistent with the express provisions hereof.

‘ THIS BOND IS ISSUED ON A PARITY, AS TO LIENS, PLEDGE AND
SOURCE OF AND SECURITY FOR PAYMENT, WITH THE FOLLOWING WATER
REVENUE BONDS OF THE BORROWER:

1) WATER REVENUE BONDS, SERIES 1977, DATED JULY 16,
1979, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $225,000;

2) WATER REVENUE BONDS, SERIES 1982, DATED AUGUST9,
1982, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $615,000; -

3) RESCHEDULED WATER REVENUE BONDS, SERIES 1977,
DATED SEPTEMBER 1, 1997, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $9.945; AND

4) RESCHEDULED WATER REVENUE BONDS, SERIES 1982,
DATED SEPTEMBER 9, 1997, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $29,132. '
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IN WITNESS WHEREOF, HODGESVILLE PUBLIC SERVICE DISTRICT
has caused this Bond to be executed by its Chairman and its corporate seal to be hereunto
affixed or imprinted hereon and attested by its Secretary, all as of the date hereinabove

writtern.

[CORPORATE SEAL]

ATTEST:

HODGESVILLE PUBLIC SERVICE DISTRICT

/.AL,.. P /i .
Chairmag, Py
Drawer Gy &
Hodgesville, West Virginia 25831
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RECORD QF ADVANCES

AMOUNT DATE AMOQUNT DATE

(1) $176,300 December 18, 2002(19) $
AT (200 %
3) $ 21 _$
4 $ 22 §$
5) _$ (23)__$
6 $ 24 3
(N $ 25 §
8 3 (26) $
9 S 2n _$
(10) 3 (28) $
(an_$ (29) $
(12) $ (30) $
(13 § (3 8
(14)_$ (32) $
(15 $ (33§
(16) $ (34 §$
(17 _$ (35)_$
g _$ 36y $

TOTAL $

CH547302.1




(Form of Assignment}

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto

the within Bond and does hereby irrevocably " constitute and  appoint

, Attorney to transfer the said Bond on the books kept

for registration of the within Bond of the said Issuer with full power of substitution in the

premises.

Dated: ' ,

In the presence of:

12/10/02
415080.00001
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Rescheduled Series 1977 and Series 1982 Bonds are paid in Full

Documentation attached
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