A regular meeting of the Council of the City of Bedford, Virginia, was held in the
Council Hall of the Municipal Building at 7:30 p.m., November 22, 2005.

Members present: Councilwoman Mary L. Flood; Councilman Jeffrey B. Hubbard; Vice
Mayor W. D. Tharp; and Councilman Robert T. Wandrei.

Members absent: Mayor E. Thomas Messier and Councilman Thomas M. Padgett

Staff present: Interim City Manager Jack A. Gross; City Attorney W. W. Berry, 1V; and
Clerk of the Council Teresa W. Hatcher.

Vice Mayor Tharp opened the meeting and led all present in saying the Pledge of
Allegiance to the Flag.

Vice Mayor Tharp declared that the minutes of a regular Council meeting held on
November 8, 2005, were approved as distributed.

Interim City Manager Gross reported on the following:

e The Municipa Building will be closed November 24 and 25 for the Thanksgiving
holiday.

e The City holiday dinner and service award presentation will be on December 8 at
6:30 p.m. a Bedford Elementary School.

e The Statements of Economic Interests are due in the City Manager’s office by
December 15.

Councilwoman Food, Chairman of the Property Committee, stated the Committee met
earlier in the evening to discuss the sale of surplus property.

On motion by Councilman Stanley, seconded by Councilman Wandrei, voted upon and
carried by aroll call vote, Council reappointed G. E. Murray, Jr., to the City Industrial
Development Authority for afour-year term expiring November 30, 2009. Roll call vote
follows:

Councilwoman FHood aye
Councilman Hubbard aye
Councilman Padgett absent
Councilman Stanley aye
Vice Mayor Tharp aye
Councilman Wandrei aye
Mayor Messier absent

The Consent Agenda consisted of the following item: Request to Close Streets for
Holiday Events in Centertown. Bedford Main Street, Inc., is sponsoring the Gallery
Walk on December 2 and the 2005 Bedford area Christmas Parade on December 3 (rain
date, December 10) and is requesting that Council authorize the closing of the following
streets for these holiday events:



e Friday — December 2, 2005:
5:00 p.m. — 10:00 p.m., 100 Block South Bridge Street

e Saturday — December 3, 2005:
8:00 am. — 1:.00 p.m., Edmund Street around Bedford Science & Technology
Center for Christmas Parade line-up.

11:00 am. until Christmas Parade is complete: Edmund Street, Otey Street, East
Main (between Otey & Bridge), North Bridge (between Main & Peaks), Peaks
(between Bridge & College), College (between Peas & Ashland), Ashland
(between College & Bedford Ave), Bedford Ave. (between Health Dept. &
Ashland)

Mr. Gross reviewed the new route for the Christmas Parade.

On motion by Councilman Stanley, seconded by Councilman Wandrei, voted upon and
carried, Council approved the closing of the streets for the Gallery Walk and the
Christmas Parade.

Mr. Gross stated that a resolution had been prepared at Council’ s request honoring Mary
Gertrude “Trudy” Fulcher Thaxton for her contributions to the City of Bedford.

The Clerk of Council read aloud the proposed resolution:

RESOLUTION HONORING
MARY GERTRUDE “TRUDY” FULCHER THAXTON
FOR HER CONTRIBUTIONSTO THE CITY OF BEDFORD

WHEREAS, Mary Gertrude “Trudy” Fulcher Thaxton was a
distinguished Virginia native, educator and civic leader; and

WHEREAS, Trudy Thaxton was born in Amherst County,
graduated from E.C. Glass High School and Randolph-Macon Woman’'s
College, and received her Masters in Education from Lynchburg College;
and

WHEREAS, Trudy Thaxton taught in the Bedford public schools
for 36 years and was honored as State Teacher of the Year in 1964; and

WHEREAS, Trudy Thaxton organized and chaired the Bedford
County Science Fair for 17 years and successfully inspired local students
to excel at regiona and State levels; and



WHEREAS, Trudy Thaxton served as president of the AAUW
and the Blue Ridge Garden Club; and

WHEREAS, Trudy Thaxton wasthe consummate fund raiser
benefiting the Bedford YMCA, Red Cross and a number of other civic
groups; and

WHEREAS, Trudy Thaxton was widely recognized for her civic
contributions, including selected as the Bedford Chamber of Commerce's
Citizen of the Year aswell as four times as Parade Marshall for the annual
Christmas Parade; and

WHEREAS, Trudy Thaxton helped organize and establish the
Keep Bedford Beautiful Commission, rising in its ranks to become a star
“Litter Hitter”; and

WHEREAS, Trudy Thaxton served on the Bedford City Council
as Vice Mayor from July 1, 1978 to June 22, 1982 and served as Mayor
during 1980, the members of Bedford City Council wish to state and
reflect their deep respect and their pleasure at having had an opportunity to
know Trudy Thaxton; and expresses its sincere condolences to the friends
and family of Trudy Thaxton.

NOW THEREFORE, BE IT RESOLVED, that the City Council
adopts this Resolution in honor of Mary Gertrude “Trudy” Fulcher
Thaxton on November 22, 2005. Likewise, the Council calls upon al
citizens of the City of Bedford to honor the memory of Trudy Thaxton for
her tremendous contribution to life in the City of Bedford.

On motion by Councilman Wandrei, seconded by Councilman Stanley, voted upon and
carried, Council adopted the resolution honoring Trudy Thaxton. Roll call vote follows:

Councilman Padgett absent
Councilman Stanley aye
Vice Mayor Tharp aye
Councilman Wandrei aye
Councilwoman Flood aye
Councilman Hubbard aye
Mayor Messier absent

Mr. Gross stated that Council had received copies of an ordinance to provide for the
implementation of changes to the Personal Property Tax Relief Act affected by
legislation adopted during the 2004 specia session and the 2005 regular session of the
General Assembly of Virginia The ordinance will allow for Council to consider a
resolution annually to fix a percentage of tax relief on the first $20,000 in value of each
qualifying vehicle with an assessed value in excess of $1,000. Mr. Gross stated that each
qualifying vehicle with a value of $1,000 or less will be exempt from this tax. The



percentage shall be established annually as a part of the procedure for adopting the
budget for the City. The Finance Committee met with Brenda Daniel, Commissioner of
the Revenue on November 8, 2005, to review the provisions of this ordinance and
recommends its adoption. Mr. Gross indicated that the ordinance had been posted in
accordance with Section 2-30 of the City Code.

On motion by Councilman Wandrei, seconded by Councilman Stanley, voted upon and
carried by a roll cal vote, Council adopted the ordinance regarding changes to the
Personal Property Tax Relief Act of 1998. Roll call vote follows:

Councilman Stanley aye
Vice Mayor Tharp aye
Councilman Wandrei aye
Councilwoman Flood aye
Councilman Hubbard aye
Councilman Padgett absent
Mayor Messier absent

The ordinance follows as adopted:
ORDINANCE NO. 05-24

AN ORDINANCE TO PROVIDE FOR
THE IMPLEMENTATION OF THE 2004-2005 CHANGES
TO THE PERSONAL PROPERTY TAX RELIEF ACT
OF 1998 - SPECIFIC RELIEF

WHEREAS the Persona Property Tax Rdief Act of 1998, Va. Code 8§ 58.1-
3523 et seg. (“PPTRA”), has been substantially modified by the enactment of Chapter 1
of the Acts of Assembly, 2004 Specia Session | (Senate Bill 5005), and the provisions of
Item 503 of Chapter 951 of the 2005 Acts of Assembly (the 2005 revisions to the 2004-
06 Appropriations Act, hereinafter cited as the “2005 Appropriations Act”); and

WHEREAS these legidative enactments require the City to take affirmative steps
to implement these changes, and to provide for the computation and allocation of relief
provided pursuant to the PPTRA as revised; and

WHEREAS these legidative enactments provide for the appropriation to the
City, commencing in 2006, of a fixed sum to be used exclusively for the provision of tax
relief to owners of qualifying persona use vehicles that are subject to the personal
property tax (“PPT”) on such vehicles.

NOW THEREFORE BE IT ORDAINED by the City Council of the City of
Bedford as follows:

Section 1. Thefollowing new section is added to the City Code:



Sec. 22-23.4 Relief under Personal Property Relief Act of 1998

(1) Purpose; Definitions; Relation to other Ordinances.

(a) The purpose of this Ordinance is to provide for the implementation of the
changes to PPTRA affected by legislation adopted during the 2004 Special Session | and
the 2005 Regular Session of the General Assembly of Virginia

(b) Terms used in this Ordinance that have defined meanings set forth in PPTRA
shall have the same meanings as set forth in Va. Code § 58.1-3523, as amended.

(c) To the extent that the provisions of this Ordinance conflict with any prior
Ordinance or provision of the City Code, this Ordinance shall control.

(2) Method of Computing and Reflecting Tax Relief.

(a) For tax years commencing in 2006, the City adopts the provisions of Item
503.E of the 2005 Appropriations Act, providing for the computation of tax relief as a
specific dollar amount to be offset against the total taxes that would otherwise be due but
for PPTRA and the reporting of such specific dollar relief on the tax bill.

(b) The Council shall, by resolution, set the percentage of tax relief at such a
level that it is anticipated fully to exhaust PPTRA relief funds provided to the City by the
Commonwealth.

(c) Persona property tax bills shall set forth on their face the specific dollar
amount of relief credited with respect to each qualifying vehicle, together with an
explanation of the general manner in which relief is allocated.

(3) Allocation of Relief among Taxpayers.

(a) Allocation of PPTRA relief shall be provided in accordance with the genera
provisions of this section, as implemented by the specific provisions of the City’s annual
budget relating to PPTRA relief.

(b) Relief shall be allocated in such as manner as to eliminate personal property
taxation of each qualifying vehicle with an assessed value of $1,000 or |ess.

(c) Relief with respect to qualifying vehicles with assessed values of more than
$1,000 shall be provided at a percentage, annually fixed and applied to the first $20,000
in value of each such qualifying vehicle, that is estimated fully to use al available state
PPTRA relief. The percentage shal be established annually as a part of the adopted
budget for the City.

(4) Transitional Provisions.
(a) Pursuant to authority conferred in Item 503.D of the 2005 Appropriations Act,

the City Treasurer is authorized to issue a supplemental personal property tax hill, in the
amount of 100 percent of tax due without regard to any former entitlement to state



PPTRA relief, plus applicable penalties and interest, to any taxpayer whose taxes with
respect to a qualifying vehicle for tax year 2005 or any prior tax year remain unpaid on
September 1, 2006, or such date as state funds for reimbursement of the state share of
such bill have become unavailable, whichever earlier occurs.

(b) Penalty and interest with respect to bills issued pursuant to subsection (a) of
this section shall be computed on the entire amount of tax owed. Interest shall be
computed at the rate provided in Section 22-24 of the Bedford City Code from the
origina due date of the tax.

Section 2. Thisordinance shall take effect on January 1, 2006.

Mr. Gross stated that the City wishes to finance the acquisition of equipment by means of
a lease/purchase financing and to borrow up to a principal amount of $720,000. The
bonds will be limited obligations payable solely from the funds to be appropriated by
Council. The resolution providing for the plan of lease financing for the acquisition of
equipment was drafted by Christopher Kulp with Hunton and Williams, who serves as the
City’ sbond counsdl.

Mr. Gross indicated that Mr. Kulp and Mr. Ted Cole with Davenport & Company were
present at the meeting and could respond to questions.

On motion by Councilman Wandrei, seconded by Councilman Stanley, voted upon and
carried by a roll call vote, Council adopted the resolution regarding |lease/purchase
financing for the acquisition of equipment. Roll call vote follows:

Vice Mayor Tharp aye
Councilman Wandrei aye
Councilwoman Flood aye
Councilman Hubbard aye
Councilman Padgett absent
Councilman Stanley aye
Mayor Messier absent

The resolution follows as adopted:

A RESOLUTION APPROVING A PLAN OF LEASE
FINANCING FOR THE ACQUISITION OF
EQUIPMENT

WHEREAS, the Council (the “Council”), of the City of Bedford, Virginia (the “City”),
desires to finance the acquisition of equipment (the “Project”) by means of a
lease/purchase financing with a qualified bank or financing entity;

WHEREAS, Davenport & Company LLC, acting as the City’'s financial advisor (the
“Financial Advisor”), has solicited proposals from banks and other financing entities, to



provide tax-exempt lease/purchase financing for the Project, and recommended to the
Council that the City accept the proposal of First National Exchange Bank (the “Bank”);
and

WHEREAS, there has been presented to this meeting a draft of an Equipment Lease and
Option Agreement to be dated the date of its delivery (the “Lease Agreement”), between
the Bank, as Lessor, and the City, as Lessee, to implement such financing, a copy of hich
shall be filed with the records of the Council;

BE IT RESOLVED BY THE COUNCIL OF THE CITY OF BEDFORD,
VIRGINIA:

1. The Council determines that it isin the best interests of the
City to enter into alease/purchase financing for the Project with the Bank.
The City shal lease the Project from the Bank in accordance with the
terms of the Lease Agreement; provided, however, that (a) the term of the
Lease Agreement shall expire no later than June 30, 2011; (b) the principal
components of Basic Rent (as defined in the Lease Agreement) shall be
payable on dates determined by the City Manager until the expiration of
the Lease Agreement, in amounts as determined by the City Manager,
provided that the total amount of such principal components shall not
exceed $720,000; (c) the interest components of Basic Rent payable under
the Lease Agreement shall be payable on dates determined by the City
Manager at arate not to exceed 3.55% per year, calculated on the basis of
a 360-day year of twelve 30-day months; and (d) shall be subject to
optiona prepayment upon terms determined by the City Manager, al as
the City Manager determines to be in the best interest of the City.

2. The City Manager is authorized and directed to execute the
Lease Agreement, which shall be in substantially the form submitted to
this meeting, which is hereby approved, with such completions, omissions,
insertions and changes (including the additions of any party or provisions
to establish an escrow arrangement for any funds to be used to pay for the
Project) not inconsistent with this Resolution as may be approved by the
City Manager, his execution to constitute conclusive evidence of his
approval of any such completions, omissions, insertions and changes.

3. The officers of the City are authorized and directed to
execute and deliver al certificates and instruments and to take all actions
necessary or desirable in connection with the execution and delivery of the
Lease Agreement and the completion of the financing.

4, The obligations of the City under the Lease Agreement
shall be limited obligations payable solely from funds to be appropriated
by the Council for such purpose and shall not constitute a debt of the City
within the meaning of any constitutiona or statutory limitation or a pledge
of the faith and credit of the City beyond any fisca year for which the



Council has lawfully appropriated from time to time. Nothing herein or in
the Lease Agreement shall constitute a debt of the City within the meaning
of any constitutional or statutory limitation or a pledge of the faith and
credit or taxing power of the City.

5. The City believes that funds sufficient to make payment of
all amounts payable under the Lease Agreement can be obtained. While
recognizing that it is not empowered to make any binding commitment to
make such payments beyond the current fiscal year, the Council hereby
states its intent to make annual appropriations for future fiscal years in
amounts sufficient to make al such payments and hereby recommends
that future Councils do likewise during the term of the Lease Agreement.
The Council directs the City Manager, or such other officer who may be
charged with the responsibility for preparing the City’s annual budget, to
include in the budget request for each fiscal year during the term of the
Lease Agreement an amount sufficient to make the payment of all
amounts payable under the Lease Agreement during such fiscal year. As
soon as practicable after the submission of the City’s annual budget to the
Council, the City Manager is authorized and directed to deliver to the
Bank evidence that arequest for an amount sufficient to make the payment
of all amounts payable under the Lease Agreement during such fiscal year
has been made. If at any time during any fiscal year of the City, through
the fiscal year ending June 30, 2011, the amount appropriated in the City’s
annual budget in any such fiscal yearsis insufficient to pay when due the
amounts payable under the Lease Agreement, the Council directs the City
Manager, or such other officer who may be charged with the responsibility
for preparing the City’ s annual budget, to submit to the Council at the next
scheduled meeting, or as promptly as practicable but in any event within
45 days, arequest for a supplemental appropriation sufficient to cover the
deficit.

6. @ The City covenants that it will not take or omit to
take any action the taking or omission of which will cause the Lease
Agreement to be an “arbitrage bond” within the meaning of Section 148 of
the Internal Revenue Code of 1986, as amended, and regulations issued
pursuant thereto (the “Code”), or otherwise cause the interest components
of Basic Rent due under the Lease Agreement to be includable in the gross
income of the holder thereof under existing statutes. Without limiting the
generality of the foregoing, the City shall comply with any provision of
law that may require the City at any time to rebate to the United States any
part of the earnings derived from the investment of the funds received
under the Lease Agreement, unless the City receives an opinion of
nationally recognized bond counsel that such compliance is not required to
prevent interest due under the Lease Agreement from being includable in
the gross income for federal income tax purposes of the holder thereof
under existing law.



(b) The City covenants that during the term of the
Lease Agreement it shall not permit the Project or the proceeds derived
from the Lease Agreement to be used in any manner that would result in
(& 10% or more of such proceeds or the facilities financed with such
proceeds being used in atrade or business carried on by any person other
than a governmenta unit, as provided in Section 141(b) of the Code,
provided that no more than 5% of such proceeds may be used in a trade or
business unrelated to the City’s use of the Project, (b) 5% or more of such
proceeds being used with respect to any “output facility” (other than a
facility for the furnishing of water), within the meaning of Section
141(b)(4) of the Code, or (¢) 5% or more of such proceeds being used
directly or indirectly to make or finance loans to any persons other than a
governmental unit, as provided in Section 141(c) of the Code; provided,
however, that if the City receives an opinion of nationally recognized bond
counsel that any such covenants need not be complied with to prevent the
interest components of Basic Rent from being includable in the gross
income for Federal income tax purposes of the holder thereof under
existing law, the City need not comply with such covenants.

7. Such officers of the City as may be requested are
authorized and directed to execute an appropriate certificate setting forth
the expected use and investment of the funds received under the Lease
Agreement, and any elections such officers deem desirable regarding
rebate of earnings to the United States, for purposes of complying with
Section 148 of the Code. Such certificate and elections shall be in such
form as may be requested by bond counsel for the City.

8. Qualified Tax-Exempt Obligations. The City designates
the obligations under the Lease Agreement as “qualified tax-exempt
obligations” for the purpose of Section 265(b) (3) of the Code. The City
represents and covenants as follows:

@ The City will in no event designate more than $10,000,000
of obligations as qualified tax-exempt obligations in calendar year 2005,
including the Lease Agreement, for the purpose of such Section 265(b)

3);

(b) The City, all its “subordinate entities,” within the meaning
of such Section 265(b)(3), and all entities which issue tax-exempt
obligations on behalf of the City and its subordinate entities have not
issued, in the aggregate, more than $10,000,000 of tax-exempt obligations
in calendar year 2005 (not including “private activity bonds,” within the
meaning of Section 141 of the Code, other than “qualified 501(c)(3)
bonds,” within the meaning of Section 145 of the Code), including the
Lease Agreement;

(© Barring circumstances unforeseen as of the date of delivery
of the Lease Agreement, the City will not issue tax-exempt obligations
itself or approve the issuance of tax-exempt obligations of any of such



other entities if the issuance of such tax-exempt obligations would, when
aggregated with al other tax-exempt obligations theretofore issued by the
City and such other entities in calendar year 2005, result in the City and
such other entities having issued a total of more than $10,000,000 of tax-
exempt obligations in calendar year 2005 (not including private activity
bonds other than qualified 501(c)(3) bonds), including the Lease
Agreement; and

(d) The City has no reason to believe that the City and such
other entities will issue tax-exempt obligations in calendar year 2005 in an
aggregate amount that will exceed such $10,000,000 limit; provided,
however, that if the City receives an opinion of nationally recognized bond
counsel that compliance with any covenant set forth in (a) or (c) above is
not required for the Lease Agreement to be a qualified tax-exempt
obligation, the City need not comply with such covenant.

9. Any authorizetion herein to execute a document shall
include authorization to deliver it to the other parties thereto and to record
such document where appropriate.

10. All other actions of the officers of the City that are in
conformity with the purposes and intent of this Resolution and in
furtherance of this financing and the undertaking of the Project are
approved and ratified.

11. The City Manager is hereby authorized and directed to
provide a copy of the City’s comprehensive annual financial report to the
Bank for each fiscal year during the term of the Lease Agreement.

12. All resolutions or parts of resolutions in conflict herewith
arerepealed.

13. This Resolution shall take effect immediately.

Mr. Gross stated the City wishes to finance various improvements and expansions to the
electric system and to borrow money in the maximum amount of $2,100,000 as electric
system revenue bonds. The bonds shall be payable from the revenues of the electric
system.

On motion by Councilman Wandrei, seconded by Councilman Hubbard, voted upon and
carried by a roll call vote, Council adopted the resolution regarding electric system
revenue bonds. Roll cal vote follows:

Councilman Wandrei aye
Councilwoman Flood aye
Councilman Hubbard aye
Councilman Padgett absent

Councilman Stanley aye



Vice Mayor Tharp aye
Mayor Messier absent

The resolution follows as adopted:

RESOLUTION OF THE CITY OF BEDFORD, VIRGINIA, TO
PROVIDE FOR THE ISSUANCE AND SALE OF AN ELECTRIC
SYSTEM REVENUE BOND, SERIES 2005B, PROVIDING FOR THE
FORM, DETAILSAND PAYMENT THEREOF, AND
AUTHORIZING THE EXECUTION AND DELIVERY OF CERTAIN
DOCUMENTSRELATED TO SUCH FINANCING

WHEREAS, the Council (the “Council”) of the City of Bedford, Virginia (the “City”),
has established a program for financing improvements and extensions to its electric
system (the “System”) by the issuance of bonds pursuant to an Agreement of Trust dated
asof August 1, 2005 (the “Master Agreement”), between the City and First Citizens Bank
& Trust, Raleigh, North Carolina, as trustee (the “Trustee”), such bonds to be payable
from revenues of the System and other moneys pledged thereto;

WHEREAS, the City desires to issue an additional series of bonds in order to (@) finance
various improvements and expansions to the System (the “Project”), and (b) pay costs of
issuing such bonds;

WHEREAS, the City Manager and Davenport & Company LLC, the City's financid
advisor (the “Financial Advisor”), have recommended to the Council that the City issue
and sell a single dectric system revenue bond through a private placement with First
National Exchange Bank, Roanoke, Virginia (the “Bank”);

WHEREAS, there has been presented to this meeting a draft of a Second Supplemental
Agreement of Trust, draft dated November 15, 2005 (the “Second Supplemental Trust
Agreement”), which supplements the Master Agreement, as previously supplemented
(collectively, the “Trust Agreement”), pursuant to which such bond is to be issued, and
including the form of such bond as Exhibit A attached thereto;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF BEDFORD, VIRGINIA:

1. Issuance and Sale. The City hereby authorizes the issuance and sale to the
Bank of an eectric system revenue bond in a maximum principal amount of
$2,100,000 (the “Bond”), pursuant to the Constitution and statutes of the
Commonwealth of Virginia, including the City Charter and the Public Finance
Act of 1991, to provide funds to finance the Project and to pay the costs of
issuing the Bond.

2. Trust Agreement. The City Manager is hereby authorized and directed to
execute the Second Supplemental Trust Agreement and deliver it to the



Trustee. The Second Supplemental Trust Agreement shall be in substantially
the form submitted to this meeting, which is approved, with such completions,
omissions, insertions and changes not inconsistent with this Resol ution as may
be approved by the City Manager, his execution to constitute conclusive
evidence of his approva of any such completions, omissions, insertions and
changes.

Bond Details. The Bond shall be designated “Electric System Revenue
Bond, Series 2005B,” or such other designation as may be determined by the
City Manager, shall be dated the date of its delivery, shall be in registered
form, and shall be numbered R-1. The Bond shall be sold to the Bank on
terms as the City Manager, in collaboration with the Financial Advisor, shall
find to be in the best interests of the City; provided, however, that the Bond
shal (a) be issued in a principa amount not to exceed $2,100,000; (b) bear
interest at atrue interest cost not to exceed 4.15%; (c) be sold to the Bank at a
price not less than 100%; and (d) mature not later than December 31, 2026.
Subject to such terms, the City Manager is further authorized to determine the
principal and interest payment dates and the principal amortization schedule
of the Bond. Following the determination of the final pricing terms, the City
Manager shall execute a certificate setting forth such final pricing terms and
shall file the certificate with the records of the Council. The actions of the
City Manager in selling the Bond shall be conclusive, and no further action
with respect to the sale and issuance of the Bonds shall be necessary on the
part of the Council.

Prepayment Provisons. The Bond is subject to prepayment prior to
maturity at the option of the City, in whole or in part, a any time, upon
payment of 100% of the principal to be prepaid plus interest accrued to the
prepayment date.

Pledge of Security. The Bond shall be a limited obligation of the City,
payable solely from Revenues (as defined in the Trust Agreement) and the
funds created by the Trust Agreement and pledged to the payment of the
Bond, and nothing in the Bond or the Trust Agreement shall be deemed to
create or congtitute an indebtedness or pledge of the Commonwealth of
Virginiaor any political subdivision thereof, including the City.

Preparation and Delivery of Bond. The Mayor and Vice-Mayor, ether of
whom may act, are hereby authorized and directed to execute the Bond by
manual or facsimile signature, the City’s seal to be affixed thereto or a
facsimile thereof printed thereon and attested by the City Clerk or Deputy City
Clerk, to deliver the Bond to the Trustee for authentication, and to cause the
Bond so executed and authenticated to be delivered to the Bank upon payment
of the purchase price.

Non-Arbitrage Certificate and Elections. The officers of the City are
hereby authorized and directed to execute, deliver and file all certificates and



documents and to take all such further action as they may consider necessary
or desirable in connection with the issuance and sale of the Bond, including
without limitation (@) execution and delivery of a certificate setting forth the
expected use and investment of the proceeds of the Bond to show that such
expected use and investment will not violate the provisions of Section 148 of
the Code, and regulations thereunder, applicable to “arbitrage bonds,” (b)
making any elections that such officers deem desirable regarding any
provision requiring rebate to the United States of “arbitrage profits’ earned on
investment of proceeds of the Bond, and (c) filing Internal Revenue Service
Form 8038-G. The foregoing shall be subject to the advice, approval and
direction of bond counsel.

Limitation on Private Use. The City covenants that it shall not permit the
proceeds of the Bond or the facilities financed with the proceeds of the Bond
to be used in any manner that would result in (a) 5% or more of such proceeds
or the facilities financed with such proceeds being used in a trade or business
carried on by any person other than a governmental unit, as provided in
Section 141(b) of the Code, (b) 5% or more of such proceeds or the facilities
financed with such proceeds being used with respect to any output facility
(other than a facility for the furnishing of water), within the meaning of
Section 141(b)(4) of the Code, or (c) 5% or more of such proceeds being used
directly or indirectly to make or finance loans to any persons other than a
governmental unit, as provided in Section 141(c) of the Code; provided,
however, that if the City receives an opinion of nationally recognized bond
counsdal that any such covenants need not be complied with to prevent the
interest on the Bond from being includable in the gross income for federa
income tax purposes of the registered owners thereof under existing law, the
City need not comply with such covenants.

Qualified Tax-Exempt Obligations. The City designates the Bond as a
“qualified tax-exempt obligation” for the purpose of Section 265(b) (3) of the
Code. The City represents and covenants as follows:

(@ The City will in no event designate more than $10,000,000
of obligations as qualified tax-exempt obligations in calendar
year 2005, including the Bond, for the purpose of such Section
265(b) (3);

(b) The City, al its “subordinate entities,” within the meaning of
such Section 265(b)(3), and all entities which issue tax-exempt
obligations on behalf of the City and its subordinate entities
have not issued, in the aggregate, more than $10,000,000 of
tax-exempt obligations in calendar year 2005 (not including
“private activity bonds,” within the meaning of Section 141 of
the Code, other than “qualified 501(c)(3) bonds,” within the
meaning of Section 145 of the Code), including the Bond;



10.

11.

12.

13.

(© Barring circumstances unforeseen as of the date of delivery
of the Bond, the City will not issue tax-exempt obligations
itself or approve the issuance of tax-exempt obligations of any
of such other entities if the issuance of such tax-exempt
obligations would, when aggregated with all other tax-exempt
obligations theretofore issued by the City and such other
entities in caendar year 2005, result in the City and such other
entities having issued a total of more than $10,000,000 of tax-
exempt obligationsin calendar year 2005 (not including private
activity bonds other than qualified 501(c)(3) bonds), including
the Bond; and

(d) The City has no reason to believe that the City and such
other entities will issue tax-exempt obligations in calendar year
2005 in an aggregate amount that will exceed such
$10,000,000 limit; provided, however, that if the City receives
an opinion of nationally recognized bond counsel that
compliance with any covenant set forth in (a) or (c) above is
not required for the Bond to be a quaified tax-exempt
obligation, the City need not comply with such covenant.

SNAP Investment Authorization. The City Council has heretofore received

and reviewed the Information Statement (the “Information Statement”)
describing the State Non-Arbitrage Program of the Commonwedth of
Virginia (“SNAP’) and the Contract Creating the State Non-Arbitrage
Program Pool | (the “Contract”), and the City Council has determined to
authorize the City Treasurer to utilize SNAP in connection with the
investment of the proceeds of the Bond, if the Mayor, in consultation with the
City Treasurer, determine that the utilization of SNAP isin the best interest of
the City. The City Council acknowledges the Treasury Board of the
Commonwealth of Virginiais not, and shall not be, in any way liable to the
City in connection with SNAP, except as otherwise provided in the Contract.

Other Actions. All other actions of officers of the City in conformity with
the purposes and intent of this Resolution and in furtherance of the issuance
and sale of the Bond are approved and confirmed. The officers of the City are
authorized and directed to execute and deliver all certificates and instruments
and to take al such further action as may be considered necessary or desirable
in connection with the issuance, sale and delivery of the Bond.

Repeal of Conflicting Resolutions. All resolutions or parts of resolutionsin
conflict herewith are repealed.

Effective Date. This Resolution shall take effect immediately.



]

Mr. Gross stated it is necessary to finance various public improvements, including the
acquisition, constructions, and equipping of a solid waste transfer station and equipment,
the landfill remediation project, including the extension of public water supply lines and
other related costs, and to borrow a maximum of $2,800,000 for public improvement
bonds. The bonds shall be the general obligations of the City for the payment of
principa and interest.

On motion by Councilman Stanley, seconded by Councilman Wandrei, voted upon and
carried by aroll call vote, Council adopted the resolution authorizing the issuance and
sale of General Obligation Public Improvement Bonds. Roll call vote follows:

Councilwoman Flood aye
Councilman Hubbard aye
Councilman Padgett absent
Councilman Stanley aye
Vice Mayor Tharp aye
Councilman Wandrei aye
Mayor Messier absent

The resolution follows as adopted:

RESOLUTION AUTHORIZING THE [ISSUANCE
AND SALE OF A $2800,000 GENERAL
OBLIGATION PUBLIC IMPROVEMENT BOND,
SERIES 2005, OF THE CITY OF BEDFORD,
VIRGINIA, AND PROVIDING FOR THE FORM,
DETAILSAND PAYMENT THEREOF

WHEREAS, on October 25, 2005, the Council (the “City Council”) of the City of
Bedford, Virginia (the “ City”), adopted an ordinance authorizing the issuance of general
obligation public improvement bonds in a principal amount not to exceed $6,000,000 to
finance various public improvements, including the acquisition, construction and
equipping of a solid waste transfer station and equipment, landfill remediation projects
and related costs (the “Project”); and

WHEREAS, the City Manager and Davenport & Company LLC, as the City’s financial
advisor (the “Financial Advisor”), have recommended to the City Council that the City
issue and sell a single general obligation public improvement bond through a private
placement with First ational Exchange Bank, Roanoke, Virginia (the “Bank”);

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF BEDFORD,
VIRGINIA:



1. Issuance of Bonds. Pursuant to the Constitution and statutes of
the Commonweslth of Virginia, including the City Charter and the
Public Finance Act of 1991, there shall be issued and sold to the
Bank a genera obligation public improvement bond of the City
(the “Bond”) to provide funds, together with other available
moneys of the City, to finance the Project and to pay costs of
issuing the Bond.

2. Bond Details. The Bond shall be in the form of a single,
typewritten bond, designated “Genera Obligation Public
Improvement Bond, Series 2005,” shall be in registered form, shall
be dated the date of its delivery and shall be numbered R-1. The
Bond shall be sold to the Bank on terms as the City Manager, in
collaboration with the Financial Advisor, shall find to be in the
best interests of the City; provided, however, that the Bond shall
(@) be issued in a principa amount not to exceed $2,800,000;
(b) bear interest at a true interest cost not to exceed 4.15%; (c) be
sold to the Bank at a price not less than 100%; and (d) mature not
later than December 31, 2026. Subject to such terms, the City
Manager is further authorized to determine the principa and
interest payment dates and the principal amortization schedule of
the Bond. Following the determination of the final pricing terms,
the City Manager shall execute a certificate setting forth such final
pricing terms and shall file the certificate with the records of the
Council. The actions of the City Manager in selling the Bond shall
be conclusive, and no further action with respect to the sale and
issuance of the Bonds shall be necessary on the part of the Council.

Interest shall be calculated on the basis of a 360-day year of twelve
30-day months. If the date on which any payment is due with respect to
the Bond is not a Business Day (as hereinafter defined), the payment shall
be made on the next succeeding Business Day. “Business Day” shall
mean a day on which banking business is transacted, but not including a
Saturday, Sunday or legal holiday, or any other day on which banking
ingtitutions are authorized by law to close in the Commonwealth of
Virginia

Principal and interest shall be payable by the Registrar (as hereinafter defined) by check
or draft mailed to the Bank, as the registered owner, at the address as it appears on the
registration books kept by the Registrar on the last Business Day of the month preceding
each interest payment date. Principal and interest shall be payable in lawful money of the
United States of America.



Prepayment Provisions. The Bond is subject to
prepayment prior to maturity at the option of the City, in
whole or in part, at any time, upon payment of 100% of the
principal to be prepaid plusinterest accrued to the
prepayment date.

Execution and Form of Bond. The Bond shall be signed by the
manual signature of the Mayor or Vice Mayor and the City’s sed
shal be affixed thereon and attested by the City Clerk or any
Deputy City Clerk. The Bond shall be issued as a typewritten
bond in substantially the form of Exhibit A attached hereto, with
such completions, omissions, insertions and changes not
inconsistent with this Resolution as may be approved by the Mayor
or Vice Mayor, whose approval shall be evidenced conclusively by
the execution and delivery of the Bond.

Pledge of Full Faith and Credit. Thefull faith and credit of the
City are irrevocably pledged for the payment of principal of and
interest on the Bond. Unless other funds are lawfully available and
appropriated for timely payment of the Bond, the City Council
shall levy and collect an annual ad valorem tax, over and above all
other taxes authorized or limited by law and without limitation as
to rate or amount, on all localy taxable property in the City
sufficient to pay when due the principal of and interest on the
Bond.



6. Registration, Transfer and Owners of Bond. The Bond shall
be issued in registered form without coupons, payable to the
registered holder or registered assign. The City Treasurer is
hereby appointed paying agent and registrar for the Bond (the
“Registrar”). The City may in its discretion appoint at any time a
qualified bank or trust company as successor Registrar. The
Registrar shall maintain registration books for the registration and
registration of transfers of the Bond. Upon presentation and
surrender of the Bond at the office of the Registrar, together with
an assignment duly executed by the registered owner or his duly
authorized attorney or legal representative in such form as shall be
satisfactory to the Registrar, the City shall execute and deliver in
exchange, a new Bond or Bonds having an equa aggregate
principal amount, in authorized denominations, of the same form
and maturity, bearing interest at the same rate, and registered in
names as requested by the then registered owner or his duly
authorized attorney or legal representative. Any such exchange
shall be at the expense of the City, except that the Registrar may
charge the person requesting such exchange the amount of any tax
or other governmental charge required to be paid with respect
thereto.

The Registrar shall treat the registered owner as the person exclusively entitled to
payment of principal and interest and the exercise of all other rights and powers of the
owner, except that interest payments shall be made to the person shown as owner on the
registration books on the last Business Day of the month preceding each interest payment
date.

7. Preparation and Delivery of Bond. The officers of the City are
authorized and directed to take all proper steps to have the Bond
prepared and executed in accordance with its terms and to deliver
the Bond to the Bank upon payment therefor.

8. Arbitrage Covenants. The City covenants that it shall not take
or omit to take any action the taking or omission of which will
cause the Bond to be an “arbitrage bond” within the meaning of
Section 148 of the Interna Revenue Code of 1986, as amended,
and regulations issued pursuant thereto (the “Code”), or otherwise
cause interest on the Bond to be includable in the gross income of
the registered owners thereof under existing law. Without limiting
the generdity of the foregoing, the City shall comply with any
provision of law which may require the City at any time to rebate
to the United States any part of the earnings derived from the
investment of the gross proceeds of the Bond, unless the City
receives an opinion of nationally recognized bond counsel that
such compliance is not required to prevent interest on the Bond
from being includable in the gross income of the registered owners
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thereof under existing law. The City shall pay any such required

rebate fromitslegally available funds.

Non-Arbitrage Certificate and Elections. Such
officers of the City as may be requested are authorized and
directed to execute an appropriate certificate setting forth
the expected use and investment of the proceeds of the
Bond in order to show that such expected use and
investment will not violate the provisions of Section 148 of
the Code, and any elections such officers deem desirable
regarding rebate of earnings to the United States for
purposes of complying with Section 148 of the Code. Such
certificate and elections shall be in such form as may be
requested by bond counsel for the City.

Limitation on Private Use. The City covenants that it
shall not permit the proceeds of the Bond or the facilities
financed with the proceeds of the Bond to be used in any
manner that would result in (a) 5% or more of such
proceeds or the facilities financed with such proceeds being
used in atrade or business carried on by any person other
than a governmental unit, as provided in Section 141(b) of
the Code, (b) 5% or more of such proceeds or the facilities
financed with such proceeds being used with respect to any
output facility (other than a facility for the furnishing of
water), within the meaning of Section 141(b)(4) of the
Code, or (c) 5% or more of such proceeds being used
directly or indirectly to make or finance loans to any
persons other than a governmental unit, as provided in
Section 141(c) of the Code; provided, however, that if the
City recelves an opinion of nationally recognized bond
counsel that any such covenants need not be complied with
to prevent the interest on the Bond from being includable in
the gross income for federal income tax purposes of the
registered owners thereof under existing law, the City need
not comply with such covenants.

Qualified Tax-Exempt Obligations. The City
designates the Bond as a “qualified tax-exempt obligation”
for the purpose of Section 265(b) (3) of the Code. The City
represents and covenants as follows:

The City will in no event designate more than $10,000,000
of obligations as qualified tax-exempt obligations in
calendar year 2005, including the Bond, for the purpose of
such Section 265(b) (3);
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(b)

(©)

(d)

The City, all its “subordinate entities,” within the meaning
of such Section 265(b)(3), and all entities which issue tax-
exempt obligations on behalf of the City and its subordinate
entities have not issued, in the aggregate, more than
$10,000,000 of tax-exempt obligations in calendar year
2005 (not including “private activity bonds,” within the
meaning of Section 141 of the Code, other than “qualified
501(c)(3) bonds,” within the meaning of Section 145 of the
Code), including the Bond;

Barring circumstances unforeseen as of the date of
delivery of the Bond, the City will not issue tax-exempt
obligations itself or approve the issuance of tax-exempt
obligations of any of such other entities if the issuance of
such tax-exempt obligations would, when aggregated with
al other tax-exempt obligations theretofore issued by the
City and such other entities in calendar year 2005, result in
the City and such other entities having issued a total of
more than $10,000,000 of tax-exempt obligations in
calendar year 2005 (not including private activity bonds
other than qualified 501(c)(3) bonds), including the Bond;
and

The City has no reason to believe that the City and such
other entities will issue tax-exempt obligations in calendar
year 2005 in an aggregate amount that will exceed such
$10,000,000 limit; provided, however, that if the City
receives an opinion of nationaly recognized bond counsel
that compliance with any covenant set forth in (&) or (c)
above is not required for the Bond to be a qualified tax-
exempt obligation, the City need not comply with such
covenant.

SNAP Investment Authorization. The City Council has
heretofore received and reviewed the Information
Statement (the “Information Statement”) describing the
State Non-Arbitrage Program of the Commonwealth of
Virginia (“SNAP’) and the Contract Cregting the State
Non-Arbitrage Program Pool | (the “Contract”), and the
City Council has determined to authorize the City Treasurer
to utilize SNAP in connection with the investment of the
proceeds of the Bond, if the Mayor, in consultation with the
City Treasurer, determine that the utilization of SNAP isin
the best interest of the City. The City Council
acknowledges the Treasury Board of the Commonwealth of
Virginia is not, and shall not be, in any way liable to the



City in connection with SNAP, except as otherwise
provided in the Contract.

13. Provision of Financial Information. The Director of
Finance of the City is hereby authorized and directed to
provide to the Bank a copy of the City’s comprehensive
annual financia report for each fiscal year in which the
Bond remains outstanding.

14. Other Actions. All other actions of officers of the City
in conformity with the purposes and intent of this
Resolution and in furtherance of the issuance and sale of
the Bond are approved and confirmed. The officers of the
City are authorized and directed to execute and deliver all
certificates and instruments and to take al such further
action as may be considered necessary or desirable in
connection with the issuance, sale and delivery of the
Bond.

15. Repeal of Conflicting Resolutions. All resolutions or
parts of resolutions in conflict herewith are repeal ed.

ATTACHMENTSNOTED IN THE RESOLUTION CONTINUE ON THE
FOLLOWING PAGES.



REGISTERED
REGISTERED

No. R-1
November __ , 2005

UNITED STATESOF AMERICA
COMMONWEALTH OF VIRGINIA
CITY OF BEDFORD
General Obligation Public | mprovement Bond
Series 2005

The City of Bedford, Virginia (the “City”), for value received, promises to pay, to FIRST
NATIONAL EXCHANGE BANK, Roanoke, Virginia, or registered assigns or legal

representative, the principal sum of DOLLARS ($ ), In
annual installments in the amounts set forth on Schedule | attached hereto payable on
, , and annually on thereafter to and including ,

together with mterest from the date of this Bond on the unpaid installments, cal culated on
the basis of a 360-day year of twelve 30-day months, payable semi-annually on

and of each year, commencing on , ____, atherates per annum set forth
on Schedule | attached hereto, subject to prepayment or redemption as hereinafter
provided. Both principal of and interest on this Bond are payable in lawful money of the
United States of America.

If the date on which any payment is due with respect to this bond is not a Business Day
(as hereinafter defined), the payment shall be made on the next succeeding Business
Day. “Business Day” shall mean a day on which banking business is transacted, but not
including a Saturday, Sunday or legal holiday, or any other day on which banking
institutions are authorized by law to close in the Commonwealth of Virginia. Principal
and interest are payable in lawful money of the United States of America by the City
Treasurer, who has been appointed paying agent and registrar for the bonds (the
“Registrar”).

This bond is issued pursuant to the Constitution and statutes of the Commonwealth of
Virginia, including the City Charter and the Public Finance Act of 1991. This bond has
been authorized and issued pursuant to an ordinance adopted on October 25, 2005, and a
resolution adopted by the City Council on November 22, 2005, to provide funds to
finance various public improvements, including but not limited to the acquisition,
construction and equipping of a solid waste transfer station and equipment, landfill
remediation projects and related costs.

This bond may be prepaid in whole or in part, at any time, at the option of the City upon
payment to the holder hereof of 100% of the principal to be prepaid plus interest accrued
to the date of prepayment.

The full faith and credit of the City are irrevocably pledged for the payment of principal
and interest on this bond. Unless other funds are lawfully available and appropriated for
timely payment of this bond, the City Council shall levy and collect an annual ad valorem



tax, over and above all other taxes authorized or limited by law and without limitation as
to rate or amount, on all taxable property within the City sufficient to pay when due the
principa of and interest on this bond.

The City has designated this bond as a “qualified tax-exempt obligation” for the purpose
of Section 265(b) (3) of the Internal Revenue Code of 1986, as amended.

The Registrar shall treat the registered owner of this bond as the person exclusively
entitled to payment of principal of and interest on this bond and the exercise of al rights
and powers of the owner, except that interest payments shall be made to the person
shown as the owner on the registration books on the last Business Day of the month
preceding each interest payment date.

All acts, conditions and things required by the Constitution and statutes of the
Commonwealth of Virginia to happen, exist or be performed precedent to and in the
issuance of this bond have happened, exist and have been performed, and, together with
all other indebtedness of the City, is within every debt and other limit prescribed by the
Consgtitution and statutes of the Commonwealth of Virginia.

IN WITNESS WHEREOQOF, the City of Bedford, Virginia, has caused this bond to be to

be signed by its Mayor or Vice Mayor, its seal to be affixed hereto and attested by the
City Clerk or Deputy Clerk, and this bond to be dated the date first written above.

(SEAL)

Mayor, City of Bedford, Virginia

City Clerk, City of Bedford, Virginia

ASSIGNMENT
FOR VALUE RECEIVED the undersigned hereby sell(s), assign(s) and transfer(s) unto

(Please print or type name and address, including zip code, of Transferee)

PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF TRANSFEREE:

the within bond and all rights thereunder, hereby irrevocably constituting and appointing
, Attorney,
to transfer said bond on the books kept for the registration thereof, with full power of substitution in the
premises.

Dated:




Signature Guaranteed

NOTICE: Signature(s) must be guaranteed
by an Eligible Guarantor Institution such as
a Commercia Bank, Trust Company,
Securities Broker/Dealer, Credit Union, or
Savings Association who is amember of a
medallion program approved by The
Securities Transfer Association, Inc.

(Signature of Registered Owner)

NOTICE: The signature above must
correspond with the name of the registered
owner asit appears on the front of this bond
in every particular, without alteration or
enlargement or any change whatsoever.

TRANSFER OF BOND

Transfer of this bond may be registered by the registered owner or its duly authorized
attorney upon presentation hereof to the Registrar who shall make note of such transfer in
books kept by the Registrar for that purpose and in the registration blank bel ow.

Date of Registration Name of Registered Owner Signature of
Reqistrar
SCHEDULE |

Captain Stephen Rizzuto gave an update on the Deer Eradication Program: to date, 44
deer have been killed and all have been processed by Hunters for the Hungry.

Captain Rizzuto acknowledged the Police Department for the job they did at the recent
bank robbery at First National Exchange Bank. The police officers apprehended the
robber within fifteen minutes, recovered the weapon and several thousand dollars that
was taken from the bank.

Vice Mayor Tharp issued an invitation for the newly elected City Treasurer and City
Commissioner of the Revenue to meet with Council in January about their duties, the
fiscal health of the City, etc.



Vice Mayor Tharp adjourned the meeting at 7:46 p.m. until December 6, 2005, at 7:30
p.m. to receive a report from Springsted, Inc., dealing with the search for a new city
manager.

]
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