[TO BE COMPLETED BY VPSA'S BOND COUNSEL]

VIRGINIA PUBLIC SCHOOL AUTHORITY

[CITY/COUNTY/TOWN] OF ____________, VIRGINIA

USE OF PROCEEDS CERTIFICATE AND

TAX COMPLIANCE AGREEMENT
(Current Refunding Only)
This USE OF PROCEEDS AND TAX COMPLIANCE AGREEMENT is made this ___ day of May, 2014 (this "Agreement"), by and between the VIRGINIA PUBLIC SCHOOL AUTHORITY ("VPSA"), a public body corporate and an agency and instrumentality of the Commonwealth of Virginia, the [CITY/COUNTY/TOWN] OF ______________, VIRGINIA, a [political subdivision or municipal corporation] of the Commonwealth of Virginia (the "Locality"), and the [________________________], a body corporate of the Commonwealth of Virginia (the "School Board").
A. On the date hereof (the "Closing Date"), VPSA is issuing its $____________ School Financing Bonds (1997 Resolution), Series 2014A (the "VPSA Bonds"), pursuant to a bond resolution adopted on October 23, 1997, as amended and restated, as supplemented, and as authorized by a series resolution adopted by the Board of Commissioners of VPSA on April 2, 2014 (the "VPSA Resolution").

B. VPSA is using a portion of the sale proceeds of the VPSA Bonds to purchase the Locality's $_________ General Obligation School Bond, Series 2014[__][series designation, if applicable] (the "Local School Bond"), pursuant to the Bond Sale Agreement dated April 11, 2014 (the "Bond Sale Agreement"), between the Locality and VPSA. 

C. Pursuant to Section 4 of the Bond Sale Agreement, VPSA's commitment to purchase the Local School Bond is contingent upon VPSA's receipt on the Closing Date of the sale proceeds of the VPSA Bonds.

D. The Locality authorized the preparation, execution, and delivery of this Agreement pursuant to a resolution duly adopted by the [Board of Supervisors/City Council/Town Council] of the Locality on __________ __, 2014 (the "Locality Authorization").

E. The School Board authorized the preparation, execution, and delivery of this Agreement pursuant to a resolution duly adopted by the School Board on __________ __, 2014 (the "School Board Authorization").

F.
At the direction of VPSA, the Locality is not issuing the Local School Bond as a Tax-Exempt Bond (as defined below) and is making no representation that the Local School Bond is a Tax-Exempt Bond.  Local School Bond Counsel (as defined below) will not opine that the Local School Bond is a Tax-Exempt Bond.  However, the Locality acknowledges that in order to facilitate the drafting and administration of this Agreement, certain definitions and provisions will treat the Local School Bond as if it were a Tax-Exempt Bond, but this is not to be interpreted as a representation or inference that the Local School Bond is in fact a Tax-Exempt Bond.
NOW, THEREFORE, in consideration of the premises and other good and valuable consideration, the receipt of which is hereby acknowledged, the parties to this Agreement represent, certify, warrant, and agree with one another for the benefit of the owners of the VPSA Bonds as follows:
ARTICLE I 
DEFINITIONS
Section 1.1 Definitions.  Unless otherwise defined, each capitalized term used in this Certificate shall have the meaning set forth below:

"2014 Financed Property" means the land, building, equipment, vehicles and other property financed or refinanced by the Local School Bond as part of the Project.
"AMT Bond" means a "specified private activity bond" as defined in Section 57(a)(5)(C) of the Code, the interest on which is a specific item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations.

"Bona Fide Debt Service Fund" means a fund, which may include Proceeds, that (i) is used primarily to achieve a proper matching of revenues with principal and interest payments on the Local School Bond within each Bond Year and (ii) is depleted at least once each Bond Year, except for a reasonable carryover amount not to exceed the greater of:

(a) the earnings on the fund for the immediately preceding Bond Year; or

(b) one-twelfth of the principal and interest payments on the Local School Bond for the immediately preceding Bond Year.

"Bond Sale Agreement" shall have the meaning set forth in the recitals.

"Bond Year" means the twelve-month period ending on June 15 of each year, except that the first Bond Year begins on the Closing Date and ends on June 15, 2014.  The Locality acknowledges that this will result in a "short" first Bond Year.  

"Capital Expenditure" means any cost of a type that is properly chargeable to capital account (or would be so chargeable with (or but for) a proper election or the application of the definition of "placed in service" under Treas. Regs. § 1.150-2(c)) under general federal income tax principles, determined at the time the expenditure is paid.

"Closing Date" means the date of this Agreement, which is the date of the issuance of the Local School Bond and its delivery to VPSA.

"Code" means the Internal Revenue Code of 1986, as amended, and any successor statute.  Each citation to a Code section shall include the applicable Treasury Regulations, revenue procedures and revenue rulings.

"Demand Deposit SLGS" means certificates of indebtedness issued by the United States Treasury pursuant to the Demand Deposit State and Locality Series Program described in 31 C.F.R. Part 344.

"Federal Government" means the government of the United States or any of its agencies or instrumentalities, including any entity with statutory authority to borrow from the United States.
"Financed Property" means the land, building, equipment, vehicles and other property financed directly or indirectly with the Gross Proceeds of a Tax-Exempt Bond.  The 2014 Financed Property is an example of Financed Property.

"General Public Use" means use of Financed Property as a member of the general public.  Use by a Nongovernmental Person in a Trade or Business is treated as General Public Use only if the Financed Property is intended to be available and in fact is reasonably available for use on the same basis by natural persons not engaged in a Trade or Business.  Use under arrangements that convey priority rights or other preferential benefits is not use on the same basis as the general public.
"Governmental Person" means any Person that is a state or local governmental unit (or any instrumentality thereof).

"Governmental Use" means any use other than a Private Business Use.
"Gross Proceeds" has the meaning set forth in Treas. Regs. § 1.148-1(b) and shall be applied to the Local School Bond as if it were a Tax-Exempt Bond.  The Gross Proceeds of the Local School Bond include, without limitation, the Proceeds and any Replacement Proceeds allocable to the Local School Bond.

"Hedge Contract" means a contract entered into primarily to reduce a Tax-Exempt Bond issuer's risk of interest rate changes with respect to a borrowing.  For example, a Hedge Contract may be an interest rate swap, an interest rate cap, a futures contract, a forward contract or an option.

"Investment Proceeds" means any amounts actually or constructively received from investing the Sale Proceeds.

"Issue" or "issue" has the meaning set forth in Treas. Regs. § 1.150-1(c), which in general provides that an "issue" consists of two or more Tax-Exempt Bonds that are (i) sold at substantially the same time, (ii) sold pursuant to the same plan of financing and (iii) reasonably expected to be paid from substantially the same source of funds, determined without regard to guarantees from parties unrelated to the obligor.  
"Issuance Costs" means costs to the extent incurred in connection with, and allocable to, the issuance of an issue of Tax-Exempt Bonds, including the following costs but only to the extent incurred in connection with, and allocable to, the borrowing:  underwriters' spread; counsel fees; financial advisory fees; fees paid to an organization to evaluate the credit quality of an issue; accounting fees; printing costs for bonds and offering documents; public approval process costs; engineering and feasibility study costs; guarantee fees, other than for qualified guarantees (as defined in Treas. Regs. § 1.148-4(f)); and similar costs. 

"Locality Authorization" shall have the meaning set forth in the recitals. 

"Local Project Account" means the account by that name established for the Locality under the Proceeds Agreement.  
"Local School Bond" shall have the meaning set forth in the recitals.
"Local School Bond Counsel" means ________________, __________, Virginia. 
"Nongovernmental Person" means any Person that is not a Governmental Person. The Federal Government is a Nongovernmental Person.

"Nonpurpose Investment" means any security, obligation, annuity, or other investment-type property (excluding any Tax-Exempt Investment) in which Gross Proceeds of the Tax-Exempt Bonds are invested and that is not acquired to carry out the governmental purpose thereof.  Cash is not a Nonpurpose Investment. Certain prepayments for property or services may constitute a Nonpurpose Investment under Treas. Regs. § 1.148-1.
"Person" means any natural person, firm, joint venture, association, partnership, business trust, corporation, limited liability company, corporation or partnership, or any other entity (including a federal, state or local governmental entity).

"Pledged Fund" means any amount that is directly or indirectly pledged to pay principal or interest on the Local School Bond within the meaning of Treas. Regs. § 1.148-1(c)(3).  A pledge need not be cast in any particular form but, in substance, must provide reasonable assurance that the amount will be available to pay principal or interest on the Local School Bond, even if the Locality encounters financial difficulties.  An amount held or accumulated pursuant and subject to a negative pledge or a similar agreement to maintain the amount at a particular level for the direct or indirect benefit of VPSA or any holders or guarantors of the VPSA Bonds constitutes a Pledged Fund unless the agreement qualifies for the exception set forth in Treas. Regs. § 1.148-1(c)(3)(ii).
"Private Business Use" means a use of the Proceeds directly or indirectly in a Trade or Business carried on by a Nongovernmental Person other than General Public Use.  For all purposes hereof, a Private Business Use of Financed Property is treated as a Private Business Use of the Proceeds that financed the Financed Property.  Both actual and beneficial use by a Nongovernmental Person may be treated as Private Business Use under Section 141 of the Code.  In most cases, however, Private Business Use results from a Nongovernmental Person having special legal entitlements to use the Financed Property under an arrangement with the issuer.  Examples of the types of special legal entitlements resulting in Private Business Use of Proceeds include ownership for federal tax purposes of Financed Property by a Nongovernmental Person and actual or beneficial use of Financed Property by a Nongovernmental Person pursuant to a lease, a Service Contract, an incentive payment contract or certain other arrangements such as a take-or-pay or other output-type contract.  Any arrangement that is properly characterized as a lease for federal income tax purposes is treated as a lease for purposes of the Private Business Use analysis.  An arrangement that is referred to as a management or service contract may nevertheless be treated as a lease, and in determining whether a management or service contract is properly characterized as a lease, it is necessary to consider all of the facts and circumstances, including (i) the degree of control over the property that is exercised by a Nongovernmental Person, and (ii) whether a Nongovernmental Person bears risk of loss of the Financed Property.  Private Business Use of Financed Property that is not available for General Public Use may also be established on the basis of a special economic benefit to one or more Nongovernmental Persons even if such Nongovernmental Persons do not have a special legal entitlement to the use of the Financed Property.  In determining whether special economic benefit gives rise to Private Business Use, it is necessary to consider all of the facts and circumstances, including one or more of the following factors: (i) whether the Financed Property is functionally related or physically proximate to property used in the Trade or Business of a Nongovernmental Person, (ii) whether only a small number of Nongovernmental Persons receive the economic benefit, and (iii) whether the cost of the Financed Property is treated as depreciable by the Nongovernmental Person.

"Private Business Use Limit" means five percent (5%) of the Proceeds of the Local School Bond.
"Proceeds" means the Sale Proceeds, the Investment Proceeds and Transferred Proceeds, collectively, of an issue of Tax-Exempt Bonds.
"Proceeds Agreement" means the agreement between VPSA, PFM Asset Management LLC, U.S. Bank National Association, the Locality, and the other localities named therein, dated the Closing Date.

"Project" means the refunding of the Refunded Bond, as more specifically described in Exhibit A hereto.

"Project Cost" means a "cost," as defined in Section 15.2-2602 of the Code of Virginia of 1950, as amended, of (i) the construction, rehabilitation, or repair of a public school facility, (ii) the acquisition of land on which a public school facility is to be constructed with part of the Proceeds of the Local School Bond, or (iii) the acquisition of equipment to be used in such portion or portions of the public school facility that is being constructed, rehabilitated, or repaired with the Proceeds of the Local School Bond.  
"Refunded Bond" means _________________.

"Refunding Sale Proceeds" shall have the meaning set forth in Section 2.4(e).
"Related Working Capital Expenditures" means, for purposes of this Agreement, the Issuance Costs of the Local School Bond and the VPSA Bonds and any other related working capital expenditures to which the de minimis rule under Treas. Regs. § 1.148-6(d)(3)(ii)(A) applies.

"Replacement Proceeds" means amounts that have a sufficiently direct nexus to an issue of Tax-Exempt Bonds or to the governmental purpose of the issue to conclude that the amounts would have been used for that governmental purpose if the Proceeds were not used or to be used for that governmental purpose.  For this purpose, governmental purposes include the expected use of amounts for the payment of debt service on a particular date.  The mere availability or preliminary earmarking of amounts for a governmental purpose, however, does not in itself establish a sufficient nexus to cause those amounts to be replacement proceeds.  Replacement Proceeds include, but are not limited to, Sinking Funds, Pledged Funds, and other replacement proceeds described in Treas. Regs. § 1.148-1(c)(4), to the extent that those funds or amounts are held by or derived from a Substantial Beneficiary of the Local School Bond.

"Revenue Procedure 97-13" means Revenue Procedure 97-13, as modified by Revenue Procedure 2001-39, copies of which are attached hereto as Exhibit D.
"Sale Date" means May __, 2014, which was the date of the competitive sale of the VPSA Bonds.
"Sale Proceeds" means the amount actually or constructively received from the sale of an issue of Tax-Exempt Bonds, which in the case of the Local School Bond is equal to $_________ and represents the principal amount of the Local School Bond and the portion of the net original issue [discount/premium] on the VPSA Bonds allocated to the Local School Bond by VPSA. 
"School Board Authorization" shall have the meaning set forth in the recitals.
"Service Contract" means a contract under which a Nongovernmental Person will provide services involving all, a portion or any function of the Financed Property.  For example, a Service Contract includes a contract for the provision of management services for all or any portion of the Financed Property.  Contracts for services that are solely incidental to the primary governmental function or functions of the Financed Property (for example, contracts for janitorial, office equipment repair, billing, or similar services) are not included in this definition.  Additional contracts not included in this definition are (i) a contract to provide for services by a Nongovernmental Person if the only compensation is the reimbursement of the Nongovernmental Person for actual and direct expenses paid by the Nongovernmental Person to unrelated parties, (ii) a contract to provide for the operations by a Nongovernmental Person of a facility or system of facilities that consists predominately of public utility property (within the meaning of Section 168(i)(10) of the Code), if the only compensation is the reimbursement of actual and direct expenses of the Nongovernmental Person and reasonable administrative overhead expenses of the Nongovernmental Person and (iii) a contract that satisfies the requirements of Revenue Procedure 97-13.  

"Sinking Fund" means a debt service fund, redemption fund, reserve fund, replacement fund, or any similar fund, to the extent reasonably expected to be used directly or indirectly to pay principal or interest on an issue of Tax-Exempt Bonds.
"Specific Tax Preference Item" means a specific item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations, such as interest on an AMT Bond.
"Substantial Beneficiary" means, with respect to the Local School Bond, the Locality, the School Board, any related party to the Locality or the School Board (within the meaning of Treas. Regs. § 1.150-1) and the Commonwealth of Virginia.
"Tax-Exempt Bond" means any bond, note or other obligation the interest on which is excludable from gross income under Section 103(a) of the Code, but, unless specifically provided otherwise, shall not include an AMT Bond.

"Tax-Exempt Investment" means a Tax-Exempt Bond, a Tax-Exempt Mutual Fund or a Demand Deposit SLGS.
"Tax-Exempt Mutual Fund" means an interest in a regulated investment company to the extent that at least 95% of the income to the holder thereof constitutes interest that is derived from Tax-Exempt Bonds.

"Trade or Business" means any activity carried on by a Person, except for a natural person.  "Trade or Business" for a natural person means any activity carried on by such natural person that constitutes a "trade or business" within the meaning of Section 162 of the Code.
"Transferred Proceeds" has the meaning set forth in Treas. Regs. §1.148-9(b), which provides that when Sale or Investment Proceeds of an issue of refunding Tax-Exempt Bonds discharge any of the outstanding principal amount of refunded Tax-Exempt Bonds a portion of the unspent Sale, Investment and Transferred Proceeds of the refunded issue become Transferred Proceeds of the refunding issue and cease to be Proceeds of the refunded issue.
"VPSA Bond Counsel" means McGuireWoods LLP, Richmond, Virginia.

"VPSA Bond Yield" means _____%, which figure was provided by VPSA to the Locality.
"VPSA Bonds" shall have the meaning set forth in the recitals to this Agreement and, as used below, shall also mean any Tax-Exempt Bonds that may be issued by VPSA to refund the VPSA Bonds in whole or in part.
"VPSA Resolution" shall have the meaning set forth in the recitals.

"Yield" or "yield" means, with respect to the VPSA Bonds, yield computed under the provisions of Treas. Regs. § 1.148-4 and, with respect to Nonpurpose Investments, yield computed under the provisions of Treas. Regs. § 1.148-5.

ARTICLE II 
Nonarbitrage CERTIFICATIONS OF LOCALITY
Section 2.1 Responsible Officer of the Locality; Reasonable Expectations.   LISTNUM  \l3   The undersigned officer of the Locality is one of the Locality's officers charged with the responsibility of issuing the Local School Bond by the Locality Authorization.

(a) The undersigned officer of the Locality hereby certifies in good faith that set forth in this Article II are the expectations of the Locality as of the Closing Date regarding the amount, the investment, and the application of the Gross Proceeds of the Local School Bond and the use of the 2014 Financed Property.  To the best of the undersigned's knowledge, information, and belief after due investigation, the expectations stated in this Article II are reasonable, and there are no other facts, estimates, or circumstances that would materially change such expectations.

Section 2.2 Responsible Officer of the School Board; Reasonable Expectations.   LISTNUM  \l3   The undersigned officer of the School Board is familiar with the business, assets, operations, policies, and regulations of the School Board and is duly authorized by the School Board Authorization or otherwise to make the certifications and covenants set forth herein on behalf of the School Board.

(a) The undersigned officer of the School Board has reviewed the School Board's policies and regulations, all contracts the School Board has entered into with public or private parties in connection with ownership, occupancy, operation, maintenance or use of all or any portion or function of the 2014 Financed Property and the School Board's facilities generally, and any other information necessary to make the certifications and covenants herein, and hereby certifies in good faith that set forth in this Article II are the expectations of the School Board as of the Closing Date regarding the amount, the investment and the application of the Gross Proceeds of the Local School Bond and the ownership, occupancy, operation, maintenance or use of the 2014 Financed Property.  To the best of the undersigned's knowledge, information, and belief after due investigation, the expectations stated in this Article II are reasonable, and there are no other facts, estimates, or circumstances that would materially change such expectations.

Section 2.3 Issuance and Sale of Local School Bond.   LISTNUM  \l3   The Locality will on the Closing Date issue the Local School Bond in the principal amount of $_________ pursuant to the Locality Authorization and sell the Local School Bond to VPSA pursuant to the Bond Sale Agreement.

(a) On the Closing Date, the Locality will deliver the Local School Bond to VPSA in exchange for receipt of the amount of $__________ (the "Sale Proceeds").

(b) VPSA hereby authorizes the Locality, the School Board, and Local School Bond Counsel to assume without any further inquiry or investigation that VPSA will fulfill such reasonable expectations and agreement for all purposes hereunder.

Section 2.4 Purpose of Local School Bond; Description of Project; Use of Proceeds; Refunding.   LISTNUM  \l3  The Locality is issuing the Local School Bond to provide funds to be used, along with other available funds, if any, to (i) refinance the 2014 Financed Property by refunding the Refunded Bond and (ii) pay Issuance Costs related to the Local School Bond, substantially as set forth in Exhibit B hereto.

(a) The 2014 Financed Property refinanced by the Refunded Bond is described in Exhibit C hereto and the application of the Sale and Investment Proceeds of the Refunded Bond is described in Exhibit C hereto.

(b) All costs refinanced with the Refunding Sale Proceeds (as defined below) constituted either Capital Expenditures or Related Working Capital Expenditures.

(c) Any sale or investment proceeds of the Refunded Bond applied by the Locality to reimburse itself for expenditures made prior to the issue date of the Refunded Bond were applied in accordance with Treas. Regs. §1.150-2.

(d) A portion of the Sale Proceeds ($__________) (the "Refunding Sale Proceeds"), together with $__________ from the Locality's general fund will be applied to currently refund the Refunded Bond on ________, 2014 (the "Redemption Date").

(e) Except for the amounts designated by the Locality to be used to pay debt service on the Refunded Bond described in subsection (e) above, which will be used to refund, defease and redeem the Refunded Bond, there remains unspent as of the Closing Date no sale, investment or transferred proceeds of the Refunded Bond and, therefore, there are no other amounts that could become Transferred Proceeds of the Local School Bond.

(f) Notwithstanding anything to the contrary contained herein, all Proceeds of the Local School Bond to be used to pay the Issuance Costs of the Local School Bond will be fully expended for such purpose within 180 days after the Closing Date.

Section 2.5 No Aggregation; No Hedge Contracts.   LISTNUM  \l3   Except for the VPSA Bonds and the local obligations related thereto (including the Local School Bond), no Tax-Exempt Bonds or other debt obligations of the Locality or any other issuer have been or will be (i) sold less than 15 days before or after the Sale Date, (ii) sold pursuant to the same plan of financing with the Local School Bond, and (iii) reasonably expected to be paid from substantially the same source of funds as the Local School Bond, determined without regard to guarantees from parties unrelated to the Locality, if any.

(a) The Locality and the School Board have not entered and will not enter into any Hedge Contract with respect to the Local School Bond.  

Section 2.6 Reserved.  
Section 2.7 Application of Proceeds Account.  The Locality and the School Board agree that the Sale Proceeds disbursed from the Proceeds Account will be applied (i) to refund the Refunded Bond on the Redemption Date and (ii) to pay Issuance Costs on the Local School Bond no later than 180 days after the Closing Date.  

Section 2.8 Reserved.  
Section 2.9 No Overburdening.  The Proceeds of the Local School Bond are not expected to exceed the amount necessary for the governmental purposes for which the Local School Bond is being issued.  

Section 2.10 No Replacement Proceeds.   LISTNUM  \l3   Except as may be described in Exhibit B, the Locality and the School Board have or will have on hand no funds that are restricted, segregated, legally required or otherwise intended to be used, directly or indirectly, for the purposes for which the Local School Bond is being issued, including the refunding of the Refunded Bond and the payment of the issuance Costs of the Local School Bond.

(a) The weighted average maturity of the Local School Bond does not exceed 120% of the reasonably expected economic life of the 2014 Financed Property, as determined in the manner provided under Section 147(b) of the Code.

(b) Other than amounts that may constitute  or may be deposited in a Bona Fide Debt Service Fund for the Local School Bond, there will be no moneys, securities, obligations, annuity contracts, residential rental property, AMT Bonds, investment-type property, Sinking Funds, Pledged Funds, or other Replacement Proceeds that will be accumulated or held or pledged as security by the Locality, the School Board, or any other Substantial Beneficiary of the Local School Bond as security for or the direct or indirect source of the payment of the principal of or interest on the Local School Bond.  Amounts constituting or on deposit in a Bona Fide Debt Service Fund may be invested without Yield restriction.   

Section 2.11 No Abusive Arbitrage Device.  The Locality and the School Board have not used and will not use an "abusive arbitrage device" in connection with the Local School Bond.  An action is an "abusive arbitrage device" if the action has the effect of (i) enabling the Locality or the School Board to exploit the difference between tax-exempt and taxable interest rates to gain a material financial advantage, and (ii) overburdening the market for Tax-Exempt Bonds; provided, however, that no action that is expressly permitted by Section 148 of the Code or Treas. Regs. §§ 1.148-1 through 1.148-11 is an abusive arbitrage device.

Section 2.12 Reasonable Expectations.  To the best of the undersigned's knowledge, information and belief, the expectations stated in this Article are reasonable and there are no other facts, estimates or circumstances that would materially change such expectations.

ARTICLE III 
ARBITRAGE REBATE
Section 3.1 In General.   LISTNUM  \l3   The Locality and the School Board recognize that the provisions of Section 148(f) of the Code require a rebate of arbitrage profits to the United States in certain circumstances in order for the VPSA Bonds not to be treated as "arbitrage bonds."  The Locality and the School Board agree to pay to VPSA in accordance with written directions provided by VPSA periodic installments of the Rebate Amount (as defined below) as computed by a rebate consultant selected by VPSA.  "Rebate Amount" means an amount equal to the sum of (i) the excess of (A) the amount earned on all Nonpurpose Investments allocable to the Gross Proceeds of the Local School Bond, over (B) the amount which would have been earned if such Nonpurpose Investments were invested at a Yield equal to the VPSA Bond Yield, plus (ii) any income attributable to the excess described in (i) above.  VPSA shall cause the Rebate Amount to be computed in accordance with Section 148(f) of the Code and shall reduce the Rebate Amount by taking into consideration the spending and other exceptions to the rebate requirement provided under Section 148(f) of the Code for which any of the Gross Proceeds of the Local School Bond may qualify in the reasonable judgment of VPSA.

(a) The Locality and the School Board agree to provide to VPSA any records reasonably requested by VPSA in order to facilitate the calculation of the Rebate Amount.  

(b) For purposes of determining whether the spending requirements have been met as of the various "spending periods" with respect to the 6-month, 18-month and 2-year rebate spending exemptions, there will be included in Proceeds the amount of Investment Proceeds the Local Government reasonably expects to earn for the entire period of the Project.  Such Investment Proceeds are reasonably expected to be in the amount of $________ as set forth in Exhibit C hereto.

(c) NEITHER VPSA NOR THE LOCALITY HAS ELECTED WITH RESPECT TO THE LOCAL SCHOOL BOND OR THE VPSA BONDS TO PAY THE PENALTY IN LIEU OF REBATE UNDER SECTION 148(f)(C)(vii) OF THE CODE.

Section 3.2 Spending Exception to Rebate Requirements.   LISTNUM  \l3  The Locality reasonably expects that 100% of the Proceeds will be spent within six months and qualify for the "6-month exception" described in Treas. Regs. § 1.148-7(c).

(a) For purposes of determining whether the spending requirement has been met, there will be included in Proceeds the amount of Investment Proceeds the Locality earned as of the date of determination.  The Locality does not reasonable expect to have any Investment Proceeds. 
ARTICLE IV 
general tax covenants
Section 4.1 Reasonable Expectations; General Covenants.   LISTNUM  \l3   The Locality and the School Board reasonably expect, as of the Closing Date, to use or to cause the use of the Gross Proceeds of the Local School Bond and the 2014 Financed Property in accordance with the provisions hereof and the Proceeds Agreement over the entire stated term of the Local School Bond.  The Locality and the School Board have no expectation or intent to sell any of the 2014 Financed Property or otherwise change the use of any 2014 Financed Property from a qualified use to a non-qualified use or to permit any such action to be taken. 
(a) The Locality and the School Board shall not directly or indirectly invest, use or permit the use of the Gross Proceeds of the Local School Bond or use or permit the use of the 2014 Financed Property except in accordance with Articles II and IV hereof.

(b) The Locality and the School Board covenant that the ownership, use and status of the 2014 Financed Property will not change unless an opinion of nationally-recognized bond counsel is provided in accordance with Section 5.3 below with respect to the proposed change.  The Locality acknowledges that such opinion may not be obtainable unless, with respect to any nonqualified portion of the VPSA Bonds, the Locality (i) undertakes remedial action under Treas. Regs. § 1.141-12 or (ii) requests and obtains a closing agreement from the IRS through the Voluntary Closing Agreement Program provided under IRS Notice 2008-31.

(c) The Locality and the School Board each agree that a specific remedy that shall be available to VPSA for a violation by the Locality or the School Board of any covenant hereunder is that the Locality or the School Board, as applicable, will pay or reimburse VPSA for any arbitrage rebate liability, yield reduction payment, interest, penalties or similar items assessed or incurred with respect to the VPSA Bonds in any way attributable to such violation.  This specific remedy shall be in addition to any other remedies available to VPSA under law or equity.
Section 4.2 Private Business Use Restrictions.   LISTNUM  \l3   The Locality and School Board shall at all times conduct or cause to be conducted the operation of the 2014 Financed Property so as not to permit the Private Business Use of the Proceeds to exceed the Private Business Use Limit.  The Locality and the School Board each covenants that it shall not enter into any arrangement with any Person with respect to the use of the Project or the 2014 Financed Property that would cause the Private Business Use Limit to be exceeded.  Private Business Use by any and all Nongovernmental Persons shall be aggregated in determining compliance with the Private Business Use Limit.  

(a) Any Private Business Use of the Proceeds shall be related to a Governmental Use thereof and shall not be disproportionate to the related Governmental Use within the meaning of Section 141(b)(3) of the Code.
(b) The Locality shall not enter into any Service Contract with a Nongovernmental Person unless such Service Contract satisfies the requirements of Revenue Procedure 97-13, as modified by Revenue Procedure 2001-39, copies of which are attached hereto as Exhibit D.

(c) None of the sale or investment proceeds of the Refunded Bond or the 2014 Financed Property has been used for a Private Business Use since the respective dates of issuance of the Refunded Bond.
Section 4.3 No Private Loans.   LISTNUM  \l3   The Locality and the School Board represent that they reasonably expect that they will be the only ultimate borrowers receiving a loan made or financed directly or indirectly from the Proceeds of the Local School Bond.  The Locality and the School Board shall not use or permit the use of any Proceeds of the Local School Bond directly or indirectly to make a loan to an ultimate borrower other than themselves.

(a) Any transaction that is generally characterized as a loan for federal income tax purposes is a "loan" for purposes of this Section.  In addition, a loan may arise from the direct lending of bond proceeds or may arise from transactions in which indirect benefits that are the economic equivalent of a loan are conveyed, including any contractual arrangement which in substance transfers tax ownership and/or significant burdens and benefits of ownership.

(b) Except as provided below, a prepayment for property or services is treated as a "loan" for purposes of this Section if a principal purpose for prepaying is to provide a benefit of tax-exempt financing to the seller.  A prepayment is not treated as a loan for purposes of this Section if prepayments on substantially the same terms are made by a substantial percentage of Persons who are similarly situated to the prepayor but who are not beneficiaries of tax-exempt financing.

(c) The term "loan" as used in this Section does not refer to the purchase of Nonpurpose Investments.
Section 4.4 Use by the Federal Government.  The Locality and the School Board shall not permit any of the 2014 Financed Property to be used or occupied by the Federal Government except as General Public Use.
Section 4.5 No Federal Guaranty.  The Locality and the School Board shall not permit (i) the payment of the principal or interest on the Local School Bond to be guaranteed (in whole or in part) by the Federal Government, (ii) 5% or more of the Gross Proceeds of the Local School Bond to be (A) used in making loans the payment of principal or interest with respect to which are to be guaranteed (in whole or in part) by the Federal Government or (B) invested (directly or indirectly) in federally insured deposits or accounts, or (iii) the payment of principal or interest on the Local School Bond to be otherwise indirectly guaranteed (in whole or in part) by the Federal Government; provided that none of the above-described prohibitions shall apply to investments of Gross Proceeds of the Local School Bond in a Bona Fide Debt Service Fund.
Section 4.6 Issuance Costs.  The Locality and the School Board (i) represent the payment of none of the legal and underwriting costs or any other Issuance Costs of the Local School Bond is contingent and (ii) agrees to pay at least 95% of the reasonably expected legal and underwriting costs and the other Issuance Costs of the Local School Bond not later than 180 days after the Closing Date.

Section 4.7 No Acquisition of VPSA Bonds.  Neither the Locality nor the School Board shall acquire, nor permit any "related party" of the Locality or the School Board (within the meaning of Treas. Regs. § 1.150-1) to acquire any of the VPSA Bonds or other bonds or obligations of VPSA pursuant to any arrangement, formal or informal, in an amount related to the amount of the Local School Bond.
Section 4.8 Recordkeeping Requirements.  (a)  The Locality and the School Board agree to maintain and/or retain the following records (or to cause them to be maintained and/or retained) (collectively, the "Material Records"):

(1) The bound bond transcript for the Local School Bond and the Refunded Bond;

(2) Documentation evidencing the expenditure and allocation of the Proceeds and any other Gross Proceeds of the Local School Bond;

(3) Documentation evidencing use of the 2014 Financed Property by Governmental Persons and Nongovernmental Persons;

(4) Documentation evidencing all sources of payment or security for the Local School Bond; and

(5) Documentation pertaining to all Nonpurpose Investments as specified in subsection (b) below.
(b) The Locality and the School Board agree to keep and retain adequate records with respect to each Nonpurpose Investment made with or allocable to the Gross Proceeds of the Local School Bond, except for Nonpurpose Investments allocable to the Refunding Sale Proceeds and the Investment Proceeds thereon.  Such records shall include:  (i) purchase price; (ii) purchase date; (iii) type of investment; (iv) accrued interest paid; (v) interest rate; (vi) principal amount; (vii) maturity date; (viii) interest payment dates; (ix) date of liquidation; (x) receipt upon liquidation, and (xi) the records required to be kept pursuant to Treas. Regs. § 1.148-5(d)(6)(iii) (if applicable).  If any investment becomes a Nonpurpose Investment of Gross Proceeds on a date other than the date such investment is purchased, the records required to be kept shall include the fair market value of such investment on the date it becomes such a Nonpurpose Investment.  If any Nonpurpose Investment is retained after the date the Local School Bond is retired, the records required to be kept shall include the fair market value of such investment on the date the last such bond is retired.  Amounts of Gross Proceeds or Nonpurpose Investments will be segregated whenever necessary to maintain these records.

(c) The Locality and the School Board agree to keep the Material Records in a manner that ensures their complete access to VPSA  This may be accomplished through the maintenance of hard copies or by maintenance of the Material Records in an electronic format in accordance with the requirements of Rev. Proc. 97-22, 1997-1 C.B. 652 (or any successor thereto).

(d) The Locality and the School Board agree to keep the Material Records until the third anniversary of the later of the final maturity or redemption date of the VPSA Bonds or any Tax-Exempt Bonds issued to refund the VPSA Bonds.

ARTICLE V 
MISCELLANEOUS
Section 5.1 Term.  The covenants contained in this Agreement shall be effective on the Closing Date.  Except with respect to Section 3.1 above, which shall remain in effect until all arbitrage rebate liability is discharged with respect to the Gross Proceeds of the Local School Bond, and Section 4.8(d) above, the Locality's and the School Board's obligations under this Agreement shall remain in effect so long as any of the Local School Bond remains unpaid (whether or not defeased).

Section 5.2 Opinion of Bond Counsel.  If the Locality or the School Board shall provide an opinion of nationally-recognized bond counsel acceptable to VPSA to the effect that any action or forbearance required under this Agreement or otherwise is not required to maintain the exclusion from gross income of the interest on the VPSA Bonds under Section 103 of the Code and to prevent such interest from becoming a Specific Tax Preference Item, the Locality or the School Board, as applicable, shall not be required to comply therewith.

Section 5.3 Further Assurances.  Each party to this Agreement shall execute and deliver such other instruments or documents and take such other actions, including after the date of this Agreement, as may be reasonably requested by the other party to consummate more effectively the purpose or subject matter of this Agreement.
Section 5.4 Reliance.  It is understood by the Locality and the School Board that the certifications, representations, warranties, and agreements contained in this Agreement will be relied upon by (i) the Treasurer and Secretary and the Assistant Treasurer and Secretary of VPSA for the purposes of establishing the reasonableness of certain of their expectations certified in VPSA's Tax Certificate and Regulatory Agreement being delivered on the date hereof in connection with the issuance of the VPSA Bonds, (ii) VPSA Bond Counsel in rendering its opinion that interest on the VPSA Bonds is excludable from gross income of the owners thereof under Section 103(a) of the Code, and (iii) Local School Bond Counsel in rendering its opinion in connection with the issuance of the Local School Bond.  Such reliance for such purposes is authorized.  

Section 5.5 Cooperation.  The Locality and the School Board agree to provide VPSA with any information within the Locality's or the School Board's possession or control, as the case may be, pertaining to the amount, expenditure, and investment of the Proceeds of the Local School Bond as may be requested in writing by VPSA for purposes of maintaining compliance with the requirements of Code, within 10 days of the date of mailing such request.
Section 5.6 Counterparts.  This Agreement may be executed in any number of counterparts, each of which shall be an original and all of which together shall constitute but one and the same instrument.
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WITNESS the following signatures, all duly authorized.

VIRGINIA PUBLIC SCHOOL AUTHORITY

By: 

Janet A. Aylor
Assistant Secretary and Assistant Treasurer
[CITY/COUNTY/TOWN] OF _____________________, VIRGINIA
By: 


Its: 


Name: 







[SCHOOL BOARD]
By: 

Its: 


Name: 
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AND TAX COMPLIANCE AGREEMENT]
EXHIBITS:

  A – Description of Project

  B – Sources and Uses Schedule

  C – Application of Proceeds of Refunded Bond
  D – Revenue Procedures 97-13 and 2001-39
EXHIBIT A

[CITY/COUNTY/TOWN] OF __________________, VIRGINIA
DESCRIPTION OF PROJECT

EXHIBIT B

[CITY/COUNTY/TOWN] OF ________________, VIRGINIA
SOURCES AND USES SCHEDULE

	Sources



	Par Amount
	$

	Premium/(Discount)
	

	Total Sources
	$

	
	

	
	

	Uses



	Construction of Improvements
	$

	Local Issuance Costs 
	

	Underwriter's Discount
	

	Total Uses
	$


EXHIBIT C

[CITY/COUNTY/TOWN] OF ________________, VIRGINIA
APPLICATION OF PROCEEDS OF REFUNDED BOND
EXHIBIT D

[CITY/COUNTY/TOWN] OF ________________, VIRGINIA
REVENUE PROCEDURES 97-13 AND 2001-39

(See attached)
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