
 

 

LOAN AGREEMENT 
(General Obligation) 

 
 This LOAN AGREEMENT, dated March 6, 2025 (the “Closing Date”), is between the 
VERMONT BOND BANK, a body corporate and politic constituted as an instrumentality of the 
State of Vermont (the “State”) exercising public and essential governmental functions 
(hereinafter referred to as the “Bond Bank”), created pursuant to the provisions of 24 V.S.A., 
Chapter 119 (hereinafter referred to as the “Act”), having its principal place of business at 
Burlington, Vermont, and the TOWN OF EAST MONTPELIER (hereinafter referred to as the 
“Borrower”): 
 

W I T N E S S E T H: 
 
 WHEREAS, pursuant to the Act, the Bond Bank is authorized to make loans of money 
(hereinafter referred to as the “Loan”) to Governmental Units (as defined in the Act); and 
 
 WHEREAS, the Borrower is a Governmental Unit, and pursuant to the Act is authorized 
to accept a Loan from the Bond Bank, to be evidenced by its Borrower Bond (defined below) 
purchased by the Bond Bank, and the proceeds of which will be held for the benefit of the 
Borrower by U.S. Bank Trust Company, National Association, as disbursing agent (the 
“Disbursing Agent”) subject to requisition as set forth herein; and 
 
 WHEREAS, the Borrower has applied to and has requested of the Bond Bank a Loan as 
described herein and on the terms set forth in Exhibit A, the Borrower will apply the proceeds of 
the Loan to pay the costs (the “Project Costs”) of financing or refinancing certain capital 
improvements (the “Project”), as described herein, and the Borrower has duly authorized the 
issuance of a bond (the “Borrower Bond”) to be purchased by the Bond Bank as evidence of the 
Loan in accordance with this Agreement, which Borrower Bond shall be in substantially the 
form appended hereto by the Borrower as Exhibit B and include the form of Assignment of the 
Borrower Bond included in Exhibit B; and 
 
 WHEREAS, to provide for the issuance of bonds of the Bond Bank (the “Bond Bank 
Bonds”) in order to obtain from time to time monies with which to make the Loan and other 
loans to governmental units, the Bond Bank has adopted the General Bond Resolution on May 3, 
1988, as amended (herein referred to as the “Bond Resolution”) and will adopt a series resolution 
authorizing the issuance of the Bond Bank Bonds, the making of such Loan, inter alia, to the 
Borrower and the purchase of the Borrower Bond; 
 
 NOW, THEREFORE, the parties agree: 
 
 1. The Bond Bank hereby makes the Loan and the Borrower accepts the Loan. As 
evidence of the Loan, the Borrower hereby sells to the Bond Bank the Borrower Bond in the 
principal amount and at the price set forth in Exhibit A. The Borrower Bond shall bear interest 
from the date of its delivery to the Bond Bank at the rates per annum set forth in Exhibit A, 
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subject upon default to the rate set forth in the Act. Notwithstanding the foregoing, the Borrower 
Bond shall bear interest at such rate or rates as shall be required for the Borrower Bond to 
comply with Section 601(2) of the Bond Resolution.  
 
 2.  The Borrower hereby acknowledges that the Bond Bank has entered into a 
disbursing agent agreement with the Disbursing Agent providing for, in part, the deposit and 
disbursement of the proceeds of the Loan. Pending their disbursement, the proceeds of the Loan 
shall be held by the Disbursing Agent. From time to time the Borrower shall requisition from the 
Disbursing Agent portions of the Loan proceeds necessary to pay Project Costs. Such 
requisitions shall be made in the form attached hereto as Exhibit C. The Borrower shall certify to 
the Disbursing Agent the name(s) and the title(s) of the person(s) authorized to execute and 
submit such requisitions. Proceeds of the Loan held by the Disbursing Agent shall be invested by 
the Disbursing Agent at the direction of the Borrower consistent with the provision of this Loan 
Agreement. The Borrower shall proceed with due diligence to complete the Project. Completion 
of the Project shall be evidenced by a certificate in the form of Exhibit D signed by the Borrower 
delivered to the Disbursing Agent and the Bond Bank.  
 
 3. The Borrower has duly adopted and has taken all proceedings required by law to 
enable it to enter into this Loan Agreement and issue its Borrower Bond to the Bond Bank. 
 
 4. The Borrower shall make funds sufficient to pay interest as the same becomes due 
available to the Bond Bank on each May 1 and November 1 as set forth in Exhibit A. The 
Borrower shall make funds sufficient to pay the principal as the same matures on each November 
1 set forth in Exhibit A. All payments shall be made by Automated Clearing House (ACH) 
unless otherwise approved in writing by the Bond Bank. 
 
 5. The Borrower is obligated to pay fees and charges to the Bond Bank within thirty 
(30) days of demand by the Bond Bank, as provided in the Act and the Bond Resolution. 
 
 6. The Bond Bank shall not sell and the Borrower shall not redeem any part of the 
Borrower Bond prior to the date on which all Bond Bank Bonds associated with the Loan are 
redeemable, and in the event of any sale or redemption prior to maturity of the Borrower Bond 
thereafter, the same shall be in an amount equal to the aggregate of (i) the principal amount, 
interest accrued to the redemption date and redemption premium, if any, needed to redeem a 
sufficient amount of Bond Bank Bonds to assure Bond Bank compliance with Section 601(2) of 
the Bond Resolution and (ii) the costs and expenses of the Bond Bank in effecting the 
redemption of the Bond Bank Bond so to be redeemed, less the amount of monies available in 
the applicable sub-account or sub-accounts in the redemption account established by the Bond 
Resolution and available for withdrawal from the Reserve Fund (as defined in the Bond 
Resolution) and for application to the redemption of Bond Bank Bonds so to be redeemed in 
accordance with the terms and provisions of the Bond Resolution, as determined by the Bond 
Bank. In no event shall any such sale or redemption of the Borrower Bond be effected without 
the written agreement and consent of both parties hereto, which agreement shall specify the 
dollar amount to be paid by the Borrower. 
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 7. Simultaneously with the delivery of the Borrower Bond to the Bond Bank, the 
Borrower shall furnish to the Bond Bank (i) an unqualified opinion of bond counsel to the 
Borrower satisfactory to the Bond Bank in the form of Exhibit E, (ii) a receipt in the form of 
Exhibit F, (iii) a certificate regarding ongoing financial reporting in the form of Exhibit G, and 
(iv) copies of such resolutions and certificates and related information, prepared by bond counsel 
to the Borrower evidencing the valid authorization, execution and delivery of the Borrower 
Bond. 
 
 8. The Borrower shall provide, at least sixty (60) days prior to each interest payment 
date or principal payment date for the Borrower Bond, to the Bond Bank and to U.S. Bank Trust 
Company, National Association, as trustee under the Bond Resolution, the name(s) and the 
title(s) of the person(s) at the Borrower to whom invoices for the payment of interest and 
principal should be addressed. 
 
 9. Notwithstanding Section 12 hereof, prior to payment of the amount of the Loan, 
or any portion thereof, and the delivery of the Borrower Bond to the Bond Bank or its designee, 
the Bond Bank shall have the right to cancel all or any part of its obligations hereunder if: 
 
  (a)  Any representation made by the Borrower to the Bond Bank in connection 
with its application for Bond Bank assistance shall be incorrect or incomplete in any material 
respect.  
 
  (b) The Borrower has violated commitments made by it in its application and 
supporting documents or has violated any of the terms of this Loan Agreement. 
 
 10. If any provision of this Loan Agreement shall for any reason be held to be invalid 
or unenforceable, the invalidity or unenforceability of such provision shall not affect any of the 
remaining provisions of this Loan Agreement and this Loan Agreement shall be construed and 
enforced as if such invalid or unenforceable provision had not been contained herein. 
 
 11. This Loan Agreement may be executed in one or more counterparts, any of which 
shall be regarded for all purposes as an original and all of which constitute but one and the same 
instrument. Each party agrees that it will execute any and all documents or other instruments, 
and take such other actions as are necessary, to give effect to the terms of this Loan Agreement. 
 
 12. No waiver by either party of any term or condition of the Loan Agreement shall 
be deemed or construed as a waiver of any other terms or conditions, nor shall a waiver of any 
breach be deemed to constitute a waiver of any subsequent breach, whether of the same or of a 
different section, subsection, paragraph, clause, phrase, or other provision of this Loan 
Agreement. 
 
 13. This Loan Agreement merges and supersedes all prior negotiations, 
representations, and agreements between the parties hereto relating to the subject matter hereof 
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and constitutes the entire agreement between the parties hereto in respect thereof. 
 
 14.  The Borrower acknowledges that interest on the Bond Bank Bonds will not be 
included in the gross income of holders of such bonds for federal income tax purposes. 
Accordingly, the use of the proceeds of the Bond Bank Bonds, including the Loan, are subject to 
certain requirements pursuant to Sections 141 and 148 of the Internal Revenue Code of 1986, as 
amended, (the “Code”), and the Treasury Regulations promulgated thereunder (the “Regulations”). 
In connection therewith, the Borrower makes the following representations and covenants, which 
are provided as part of the record of proceedings with respect to the issuance of the Bond Bank 
Bonds: 
 
 (a) The undersigned officer(s) of the Borrower is/are duly charged and responsible 
for issuing the Borrower Bond. 
 
 (b) The Borrower is a political subdivision of the State and is an entity with general 
taxing powers, the power to incur debt, the power of eminent domain, and the power to enact and 
enforce police power measures. 
 
 (c) The proceeds of the Loan will be used to provide funds for the Project. No other 
amounts have a sufficiently direct nexus (within the meaning of Regulations Section 1.148-1(c)) 
to the Loan or the Project to conclude that the amounts would have been used to finance the 
Project in the absence of the proceeds of the Loan. 
 
 (d) No proceeds of the Loan will be applied to retire existing obligations (“Prior 
Obligations”) unless such Prior Obligations were used to finance Project costs on a “new money” 
basis, including timely reimbursement of costs of the Project advanced under a duly adopted 
notice of official intent, or as a part of a chain of exclusively current refundings of obligations 
issued on a “new money” basis (“Original Obligations”). No proceeds of the Loan will be used 
to retire any Prior Obligations more than 90 days after the Closing Date. Proceeds, if any, 
invested during such 90-day period, pending application to retire Prior Obligations, may be 
invested without regard to yield. 
 
 (e) Any reimbursement of an expenditure made prior to the issue date of the 
Borrower Bond or any Original Obligations is pursuant to a declaration of official intent. In 
addition, any declaration of official intent of the Borrower to reimburse itself out of such 
proceeds for Project expenditures incurred before the Closing Date or the date of issuance of any 
Original Obligations, was adopted not later than 60 days after the date such expenditures were 
made. No expenditure has been or will be so reimbursed (a) more than 18 months after the later 
of the date the expenditure was made or the Project component to which it relates was placed in 
service and (b) more than three years after such expenditure was made. 
 
 (f) The Borrower reasonably expects that at least 85% of the proceeds of the Loan 
will have been expended within three years from the earlier of the Closing Date or the date of 
issuance of any Original Obligations. The Borrower has or will have incurred a binding 
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obligation to a third party to expend on the Project at least 5% of the proceeds of the Loan and, if 
applicable, of the proceeds of each issue of Original Obligations within six months after the 
respective issue date(s) thereof. Work on the acquisition, construction or accomplishment of the 
Project will proceed with due diligence to the completion thereof. There are no unspent proceeds 
of any Prior Obligations. Proceeds not expended within three years shall be invested at a yield 
not in excess of the yield on the Bond Bank Bonds. 
 
 (g) The Project is and will be owned by the Borrower and will not be leased to any 
person which is not a state or local government unit, or an instrumentality thereof. In addition, 
the Borrower will not enter into any contracts or other arrangements, including without 
limitation, management contracts, capacity guarantee contracts, take or pay contracts, or put or 
pay contracts, pursuant to which any persons have any right to use or make use of the Project on 
a basis not available to members of the general public or which confers special economic 
benefits on any private person. No private business use of the Project will be made without 
consent of the Bond Bank, which consent may be conditioned on the Bond Bank receiving an 
opinion of nationally recognized Bond Counsel that such use will not have an adverse effect on 
the tax-exempt status of interest on the Bond Bank Bonds. 
 
 (h) No portion of the Project will be sold or otherwise disposed of in whole or in part, 
except due to normal wear and tear and obsolescence, while the Loan is outstanding. Public use 
of the Project will continue for so long as the Loan remains outstanding. The Borrower will 
notify the Bond Bank immediately in the event of any change in use or disposition of the Project. 
In such event, the Borrower will cooperate with the Bond Bank to undertake remediation 
measures under Treasury Regulations Section 1.141-12 at the earliest opportunity so as to 
preserve the tax exempt character of the Bond Bank Bonds. 
 
 (i) No portion of the proceeds of the Loan will be invested, directly or indirectly, in 
federally insured deposits or accounts other than (a) investments of unexpended Loan proceeds 
for an initial temporary period until the proceeds are needed for the Project; and (b) investment 
of moneys on deposit in a bona fide debt service fund. No portion of the proceeds of the Loan 
will be loaned or otherwise made available to any private person, nor shall any of such proceeds 
be expended or invested in a manner which will contribute to or result in the Bond Bank Bonds 
being classified as “hedge bonds” under Section 149(g) of the Code. 
 
 (j) The Borrower covenants that it will not take any action, or fail to take any action, 
if any such action or failure to take action would adversely affect the exclusion from gross 
income of interest on the Bond Bank Bonds under Section 103(a) of the Code.  
 
 (k) The Borrower agrees to provide to the Bond Bank such information and detailed 
records as is required, and not otherwise available from the Disbursing Agent, for the calculation 
by the Bond Bank of the rebate requirement imposed by Section 148 of the Code which, in part, 
will require a determination of the difference between the actual aggregate earnings of the 
investment of the proceeds of an issue of Bond Bank Bonds (including proceeds of the Borrower 
Bond) and the amount of such earnings assuming a rate of return equal to the yield on such issue 
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of Bond Bank Bonds. 
 
 (l) In the event the proceeds of the Borrower Bond are no longer expected to be 
expended for the purpose(s) for which they were issued, the Borrower shall endeavor to find an 
alternate expenditure of such proceeds that complies with the requirements of the Code and the 
other tax covenants contained in this Agreement for lawful purposes which may be financed by 
tax-exempt bonds. Any such proposed substitute expenditure shall be reported promptly to the 
Bond Bank before it is made and shall be accompanied by a Counsel’s Opinion (as defined in the 
Bond Resolution) certifying to the legality of such substitute expenditure and to the effect that 
the substitution shall not have an adverse effect on the continuing exclusion of interest paid and 
to be paid on the related Bond Bank Bonds from income for federal income tax purposes. 
 
 (m) There are and will be no other obligations of the Borrower (i) sold within fifteen 
(15) days of the date of sale of the Bond Bank Bonds, (ii) sold pursuant to a common plan of 
financing as was employed in the sale of the Bond Bank Bonds; and (iii) expected to be paid 
from substantially the same source of funds. 
 
 (n) The Borrower shall retain all records of expenditures for a period of not less than 
three (3) years after the payment of the Bond Bank Bond and furnish the Bond Bank with any 
and all documents necessary upon its request in order to show the compliance of the Borrower 
Bond with the provisions of the Code and applicable regulations and agrees to implement 
procedures with respect to the Loan that provide the following: 
 

(i) Assignment of tax-exempt compliance responsibilities to appropriate departments, 
officers, or employees. 

(ii) Establishment and maintenance of books and records all obligations of the 
Borrower financed by a particular issue of Bond Bank Bonds. 

(iii) Establishment of Code Section 148 compliant procedures for the investment of 
gross proceeds for all of the Borrower’s obligations financed by a particular issue 
of Bond Bank Bonds. 

(iv) Maintenance of records relating to all allocations of expenditures of proceeds of 
all of the Borrower’s obligations financed by a particular issue of Bond Bank 
Bonds. 

(v) Periodic monitoring of use of proceeds of each issue of the Borrower’s 
obligations financed by a particular issue of Bond Bank Bonds, the investment 
and reinvestment of proceeds from the temporary investments thereof and the use 
of property acquired or financed by the proceeds of such obligations. 

 (o) Notwithstanding anything in this Loan Agreement to the contrary, the obligation 
of the Borrower to comply with all tax covenants contained or referenced in this Loan 
Agreement shall survive the defeasance or payment in full of the Borrower Bond.  
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 15. The Borrower agrees to provide to the Bond Bank upon request such information 
as the Bond Bank may reasonably request in order for the Bond Bank to verify at any time the 
representations, expectations, procedures and covenants set forth in the Bond Bank’s Tax 
Certificate executed coincident with the delivery of the Bond Bank Bonds to the purchaser(s) 
thereof. 
 
 16. The Borrower shall provide to the Bond Bank annually upon publication a copy 
of the annual report on the finances and administrative activities of the Borrower generated and 
distributed in accordance with 24 V.S.A. § 1173 and any independent auditor’s report on the 
financial statements of the Borrower. In addition, within thirty (30) days following a request by 
the Bond Bank, or such shorter period as prescribed under Securities and Exchange Commission 
Rule 15c2-12, the Borrower agrees to furnish the Bond Bank with its most recent financial 
statements, explanatory notes and other financial and operating information as the Bond Bank 
may request. In addition, the Borrower agrees to notify the Bond Bank within ten (10) days of 
the occurrence of any notice event which has or may have an effect upon its financial condition 
or its ability to perform fully and timely any covenant, obligation or undertaking set forth in this 
Loan Agreement or the Borrower Bond. As used in this paragraph, a notice event is any one of 
the following: 
 
 (a) Actual or anticipated delinquency or default of payment of principal of or interest 
on the Borrower Bond or any other debt obligation of the Borrower; 
 
 (b) Any actual or anticipated default or breach on the part of the Borrower with 
respect to any term or provision of this Loan Agreement or like agreement to which the 
Borrower is a party; 
 
 (c) Unscheduled draws on debt service reserves which reflect financial difficulties for 
the Borrower; 
 
 (d) Unscheduled draws on any letter of credit, guarantee or similar credit 
enhancement which reflects financial difficulties for the Borrower; 
 
 (e) Substitution of any entity furnishing the Borrower with credit or liquidity 
enhancement, or the failure of such entity to perform; 
 
 (f) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed 
or final determination of taxability, Notices of Proposed Issue (IRS Form 5701-TEB), or other 
material notices or determinations with respect to the tax status of the Borrower Bond, or other 
material events affecting the tax status of the Borrower Bond; 
 
 (g) Material modifications of the rights of any person owning a legal or beneficial 
interest in the Borrower Bond; 
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 (h) The actual or contemplated call, redemption, refunding or defeasance of the 
Borrower Bond, or the sale, release or substitution of the improvements financed by the 
Borrower Bond; 
 
 (i) Any change in the credit rating of the Borrower; 
 
 (j) Tender offers with respect to the Borrower Bond; 
 
 (k) Bankruptcy, insolvency, receivership or similar event of the 
Borrower; 
 
 (l) The merger, consolidation or acquisition of the Borrower; 
 
 (m) The sale or transfer of all or substantially all of the assets of the 
Borrower, whether absolute or pursuant to a management or operating agreement, the entry into 
a definitive agreement to undertake such an action or the termination of a definitive agreement 
relating to any such actions, other than pursuant to its terms; 
 
 (n) The sale or disposition of assets financed by the Borrower Bond, or a 
change of use thereof constituting “deliberate action” as defined in the Code;  
  
 (o) A change in the identity or name of the Borrower Bond trustee, or the 
appointment of a successor or additional trustee, if material; 
 
 (p) Incurrence of a financial obligation of the Borrower, if material, or agreement to 
covenants, events of default, remedies, priority rights, or other similar terms of a financial 
obligation of the Borrower, any of which affect security holders, if material; or 
 
 (q) Default, event of acceleration, termination event, modification of terms, or other 
similar events under the terms of a financial obligation of the Borrower, any of which reflect 
financial difficulties. 
 
 For the purposes of the event identified in clause (k), the event is considered to occur 
when any of the following occur: the appointment of a receiver, fiscal agent or similar officer for 
the Borrower in a proceeding under the U.S. Bankruptcy Code or in any other proceeding under 
state or federal law in which a court or governmental authority has assumed jurisdiction over 
substantially all of the assets or business of the Borrower, or if such jurisdiction has been 
assumed by leaving the existing governing body and officials or officers in possession but 
subject to the supervision and orders of a court or governmental authority, or the entry of an 
order confirming a plan of reorganization, arrangement or liquidation by a court or governmental 
authority having supervision or jurisdiction over substantially all of the assets or business of the 
Borrower. For purposes of the events identified in clauses (p) and (q), the term “financial 
obligation” means (i) a debt obligation, (ii) a derivative instrument entered into in connection 
with, or pledged as security of a source of payment for, an existing or planned debt obligation, or 
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(iii) a guarantee of (i) or (ii). 
 
 17. The Borrower acknowledges that information it has furnished the Bond Bank and 
others will be relied upon in the public offering of Bond Bank Bonds for sale. The Borrower 
represents that all information it has provided in connection with the Loan, the Borrower Bond, 
this Loan Agreement and all certifications, statements, representations and records identified or 
referred to therein are true, accurate and complete to the best of the knowledge of the Borrower 
and its officers. The Borrower further represents that it has disclosed to the Bond Bank and 
others all information material to the Loan, and the public offering of Bond Bank Bonds, and has 
not failed to disclose any information it deems material for such purpose. 
 
 18. The Borrower acknowledges that pursuant to the Act, the State Treasurer may 
intercept State funding to the Borrower in the event of a payment default on the Borrower Bond. 
 
 19. The Borrower agrees that it will not purchase (and shall not permit any related 
party to the Borrower to purchase) any Bond Bank Bonds. 
 
 
 
 
 
 
 

[Remainder of page intentionally left blank.]
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  IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of 
the day and year first above written. 
 
 
 
 VERMONT BOND BANK 
 
 
 By: _____________________________ 
         Executive Director 
 
 
(SEAL) 
 
 
 
 
 
 
 
Attest:        TOWN OF EAST MONTPELIER 
 
 
____________________________
 
 By: _____________________________ 
Town Clerk         Chair, Selectboard 
 
(SEAL) 
 


