BOOK-ENTRY ONLY NOT RATED
In the opinion of Primmer Piper Eggleston & CramB€, Bond Counsel to the District, based upon aalysis of existing law and assuming, among othetters
compliance with certain covenants, interest on $teeies 2018A Bonds is excluded from gross incomiederal income tax purposes under the Internaldree
Code of 1986, as amended (the “Code”). Interesttom Series 2018A Bonds is not a specific preferéten for purposes of the federal individual orparate
alternative minimum taxes, although such interesbéluded in adjusted current earnings when caltinf corporate alternative minimum taxable incontieshould
be noted that Public Law 115-97, signed into lavih®y/President of the United States on Decembe2@P7, repeals the federal alternative minimumimagosed on
corporations for taxable years beginning after Deber 31, 2017. In the opinion of Bond Counsel,eurekisting law, the interest is not subject to Yrermont
personal income tax or the Vermont corporate incdexe The District has determined that each of 2088A Bonds is a “qualified tax-exempt obligatiofot
purposes and effect contemplated by Section 2&j(bjthe Code (“Bank Qualified”). See “TAX EXEMIPN” herein.

$8,500,000
EAST CENTRAL VERMONT
TELECOMMUNICATIONS DISTRICT
Project Revenue Bonds, Series 2018A

Dated: Date of Delivery Due: December 1, as shown herein

The East Central Vermont Telecommunications Disf{ftite “District”) is issuing its Project Revenu@mls, Series 2018A (the “Series 2018A Bonds”). The
Series 2018A Bonds will be issued only as fullyisegred bonds without coupons and, when issuedl pitegistered in the name of Cede & Co. as Bomdowand
nominee of The Depository Trust Company (“DTC"),WN¥ork, New York. DTC will act as securities defiosy for the Series 2018A Bonds. Purchases of the
Series 2018A Bonds will be made in book-entry foimdenominations of $5,000 or any multiple of $8)0n excess thereof. Purchasers will not receéréficates
representing their interest in Series 2018A Bongtelpased. So long as Cede & Co. is the Bondowsenpainee of DTC, references herein to the Bondosvae
registered owners shall mean Cede & Co., as afidresmad shall not mean the Beneficial Owners of3heéies 2018A Bonds. See APPENDIX F — “Book-E iibmyly
System”.

Peoples United Bank will act as trustee and payigent for the Series 2018A Bonds (the “Truste€lhe principal or redemption price of and interesttioe
Series 2018A Bonds will be payable as describedieiSo long as DTC or its nominee, Cede & CahésBondowner, such payments will be made directisuch
Bondowner, as more fully described herein.

Interest on the Series 2018A Bonds will be payainieDecember 1, 2018, and semi-annually thereafiezazh June 1 and December 1 to the Bondowners of
record as of the close of business on the fifteg€tith) day of the month preceding such interegient date.

The Series 2018A Bonds shall be subject to optjanahdatory and special redemption prior to matugs described herein.

The Series 2018A Bonds shall be special obligatmfithe District payable solely from and secureklyoby the Revenues (as defined herein) or momely a
securities of the District, including payments he fTrustee by the District in accordance with thevisions of a Resolution adopted by the DistrictMarch 16,
2017 (the “Approving Resolution”), and a GenerahBdresolution (the “General Resolution”) adoptedvarch 8, 2016 and a Series 2018A Resolution adopte
July 17, 2018 (the “Supplemental Resolution” antlectively with the General Resolution and the Appng Resolution, the “Resolution”), pursuant toigththe
Series 2018A Bonds are issued. Such paymentsreegta be paid by the District will be in amountdfigient to pay, when due, interest on and priatipf the
Series 2018A Bonds, together with any redemptiempum, all in accordance with the Resolution. Neitthe State of Vermont nor any political subdovisthereof
shall be obligated to pay the principal or redemptrice of, or interest on any Series 2018A Bard] neither the faith and credit nor the taxing @oaf Vermont
or any political subdivision thereof is pledgedstach payment. The District has no taxing power.

THE SERIES 2018A BONDS WILL BE OFFERED ONLY TO “A®EDITED INVESTORS” (AS DEFINED IN THE SECURITIES ACOF 1933, AS
AMENDED) TO WHOM THIS LIMITED OFFERING MEMORANDUM HAS BEEN FURNISHED. THE SERIES 2018A BONDS WILL NOBE
REGISTERED UNDER THE SECURITIES ACT OR ANY STATE SHRITIES LAWS AND MAY BE TRANSFERRED IN THE FUTURERND HELD ONLY
BY ACCREDITED INVESTORS. THIS LIMITED OFFERING MEKRANDUM IS BEING FURNISHED SOLELY FOR CONSIDERATIONBY
ACCREDITED INVESTORS WITH SUBSTANTIAL FINANCIAL RE®URCES AND THE EXPERIENCE AND FINANCIAL EXPERTISE O
UNDERSTAND AND EVALUATE THE HIGH DEGREE OF RISK INBRENT IN THIS INVESTMENT, INCLUDING THE RISK OF NONPAYMENT OF
PRINCIPAL AND INTEREST. THIS LIMITED OFFERING MEMBANDUM PRESENTS ONLY LIMITED INFORMATION RELATED TOTHE DISTRICT,
THE PLAN OF FINANCE AND MATTERS PERTINENT TO THE BXECTED REPAYMENT OF THE SERIES 2018A BONDS. PROSFRE
PURCHASERS OF THE SERIES 2018A BONDS ARE EXPECTEO TONDUCT THEIR OWN INDEPENDENT DUE DILIGENCE INVEBGATIONS
WITH RESPECT TO THE SERIES 2018A BONDS AND THE DRICT. DOCUMENTS AND MATERIALS ARE AVAILABLE TO SUCHPROSPECTIVE
PURCHASERS UPON REQUEST.

THE SERIES 2018A BONDS HAVE NOT BEEN ASSIGNED A RING BY ANY RATING AGENCY. PURCHASE OF THE SERIES028A BONDS
INVOLVES A HIGH DEGREE OF RISK. POTENTIAL INVESTOR IN THE SERIES 2018A BONDS ARE ADVISED TO READ THENTIRE LIMITED
OFFERING MEMORANDUM, INCLUDING THE APPENDICES HEREJY, WHICH ARE A PART OF THIS LIMITED OFFERING MEMORKDUM. THIS
COVER PAGE CONTAINS INFORMATION FOR QUICK REFERENGBNLY. IT IS NOT A SUMMARY OF THIS ISSUE. INVESTRS MUST READ THE
ENTIRE LIMITED OFFERING MEMORANDUM TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVESMENT
DECISION.

The Series 2018A Bonds will be offered when, asiamsbued and accepted by the purchasers idemtifiethe Underwriter, subject to prior sale, witinal or
modification of the offer without notice and sulijée the approval of legality and certain other tevat by Primmer Piper Eggleston & Cramer PC, BoondrBel to
the District. Certain legal matters will be passgubn for the Underwriter by McCarter & English, R Boston, Massachusetts. The Series 2018A Borads a
expected to be available for delivery to DTC in Néark, New York or its custodial agent on or abduigust 22, 2018.

MUNICIPAL CAPITAL MARKETS GROUP, INC.

Dated: August 8, 2018



MATURITIES, AMOUNTS, INTEREST RATES AND YIELDS/PRIC ES

$8,500,000
EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
Project Revenue Bonds, Series 2018A

Principal Coupon Maturity Price Yield CcusIP'
Amount

$1,030,00 5.375% Term Bonds due December 1, 2 102.5%" 4.906Y% 271524AM:
$1,380,00 5.000% Term Bonds due December 1, 2 98.0% 5.222% 271524AN(
$2,180,00 5.750% Term Bonds due December 1, 2 101.5% 5.463% 271524AP!
$1,910,00 5.500% Term Bonds due December 1, 2 98.0% 5.658¥% 271524AQ:
$2,000,00 5.600% Term Bonds due December 1, 2 98.5% 5.712% 271524AR:

"Priced to the optional call date of December 1428Cpar.

" The CUSIP (Committee on Uniform Securities Idéaaifion Procedures) numbers on the inside covehisf
Official Statement have been assigned by an orgtaiz not affiliated with the District or the Trest and such
parties are not responsible for the selection eraighe CUSIP numbers. The CUSIP numbers araded solely
for the convenience of Bondowners and no repreentés made as to the correctness of the CUSIPbeusn
printed on the inside cover hereof. CUSIP numbssigned to securities may be changed during thredésuch
securities based on a number of factors includitgnbt limited to the refunding or defeasance ahsissue or the
use of secondary market financial products. Neithe District nor the Trustee has agreed to, adhére any duty
or obligation to, update this Limited Offering Meraodum to reflect any change or correction in tHéS®

numbers printed on the inside cover hereof.



No dealer, broker, salesperson or other persomés authorized by any of the Municipalities (defirherein) or
the District to give any information or to make argpresentations, other than those contained & Lthmited
Offering Memorandum and, if given or made, suclorimfation or representation must not be relied ugp®having
been authorized by any of the foregoing. This kéahiOffering Memorandum does not constitute anr dffesell or
the solicitation of an offer to buy, nor shall tadse any sale of the Series 2018A Bonds by anyopers any
jurisdiction in which it is unlawful for such persto make such offer, solicitation or sale. Therimation set forth
herein has been provided by or on behalf of theridis The information and expressions of opinkwrein are
subject to change without notice, and neither #lavery of this Limited Offering Memorandum nor asgle of the
Series 2018A Bonds shall under any circumstanceaterany implication that there has been no chandlee
affairs of the District or other matters descrilbetein since the date hereof.

This Limited Offering Memorandum and the informaticontained herein are subject to completion orraiment
without notice. These securities may not be soildmay an offer to buy be accepted prior to thestthe Limited
Offering Memorandum is delivered in final form. d&Br no circumstances shall this Limited Offering
Memorandum constitute an offer to sell or the #aliion of an offer to buy, nor shall there be @aje of these
securities in any jurisdiction in which such offeglicitation or sale would be unlawful prior togrgtration or
qualification under the securities laws of any sjuefsdiction.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST REL Y ON THEIR OWN
EXAMINATION OF THE DISTRICT AND THE TERMS OF THE OF FERING, INCLUDING THE

MERITS AND RISKS INVOLVED. THE SERIES 2018A BONDS HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT") IN RELIANCE

UPON THE EXEMPTIONS CONTAINED IN SUCH ACTS. THE SE CURITIES AND EXCHANGE

COMMISSION HAS NOT PASSED UPON THE ACCURACY OR ADEQUACY OF THIS LIMITED

OFFERING MEMORANDUM. WITH RESPECT TO THE VARIOUS S TATES IN WHICH THE SERIES

2018A BONDS MAY BE OFFERED, NO ATTORNEY GENERAL, STATE OFFICIAL, STATE AGENCY

OR BUREAU, OR OTHER STATE OR LOCAL GOVERNMENTAL AUT HORITY OR ENTITY HAS

PASSED UPON THE ACCURACY OR ADEQUACY OF THIS LIMITE D OFFERING MEMORANDUM

OR PASSED UPON OR ENDORSED THE MERITS OF THIS OFFERNG OF THE SERIES 2018A
BONDS. ANY REPRESENTATION TO THE CONTRARY IS A CRI MINAL OFFENSE.

THE OFFERING CONTEMPLATED BY THIS LIMITED OFFERINGAEMORANDUM WILL BE MADE IN
RELIANCE UPON AN EXEMPTION FROM THE REGISTRATION RBJIREMENTS OF THE SECURITIES
ACT FOR MUNICIPAL SECURITIES.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING
STATEMENTS IN THIS LIMITED OFFERING MEMORANDUM

This Limited Offering Memorandum contains staterseiiat should be considered “forward-looking staets,”
meaning they refer to possible future events oditimms. Such statements are generally identididdy the words
such as “plan,” “expect,” “anticipate,” “estimatégroject,” “budget” or similar words.

The achievement of certain results or other expiect contained in such forward-looking statement®lve
known and unknown risks, uncertainties and othertofa that may cause actual results, performance or
achievements expressed or implied by such forwaolihg statements to differ from such forward-lowki
statements, and such differences may be matefiaése forward-looking statements speak only asefdate of
this Limited Offering Memorandum. The District dsims any obligation or undertaking to releaseliplybany
updates or revisions to any forward-looking stateimeontained herein to reflect any change in thstridi’s
expectations with regard thereto or any changesémts, conditions or circumstances on which any statement

is based, except as required by law.
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LIMITED OFFERING MEMORANDUM
Relating to

$8,500,000
East Central Vermont
Telecommunications District
Project Revenue Bonds, Series 2018A

INTRODUCTORY STATEMENT
Purpose of this Limited Offering Memorandum

The purpose of this Limited Offering Memorandumdsset forth certain information concerning thetEas
Central Vermont Telecommunications District (theisttict”) and the District’'s Project Revenue Bon@&gries
2018A, to be issued in the aggregate principal arnofi $8,500,000 (the “Series 2018A Bonds”). Thei&s
2018A Bonds are to be issued pursuant to a Resolatiopted by the Governing Board of the Districivarch 16,
2017 (the “Approving Resolution”), and a GenerahBdresolution (the “General Resolution”) adoptedviarch 8,
2016 and a Series 2018A Resolution adopted onlJyl2018 (the “Supplemental Resolution” and coilety with
the General Resolution and the Approving Resolytiba “Resolution™). Peoples United Bank will &g trustee
and paying agent under the Resolution for the S@048A Bonds (the “Trustee”). The District istearized under
Chapter 82 of Title 30 of the Vermont Statutes Awater, Section 21 of No. 41 of the Acts of 2015 Snbichapter
2 of Chapter 53 and Chapter 54 of Title 53 of thezrifont Statues Annotated (said Chapters and Allectiwely
and as amended to date, the “Act”), and pursuatihéoResolution to issue the 2018A Bonds. Thermétion
contained in this Limited Offering Memorandum isyided for use in connection with the initial safehe Series
2018A Bonds.

The District

The District provides internet and telephone sewim 2,693 customers over 565 miles of broadbaed |
as of June 30, 2018. 2,467 additional residents larsinesses have requested services from theidDistfhe
District plans to use the proceeds of the Serid82Bonds to extend service to those requestiagdt expand its
network.

Customers Connected & Miles of Lit Fiber Constrdcte
Since Inception (as of December 31, 2011-2017 and 30, 2018)

June 30,
Date 2011 2012 2013 2014 2015 2016 2017 2018
Number of
Customers 126 298 552 947 1,201 1,589 2,282 2,693
% Increase ¢
Customers 136.5% 85.2% 71.6% 26.8% 32.3% 43.6% 18.0%
Miles of Lit Fiber 22 41 135 189 235 326 499 565
% Increase of Miles 86.4% 229.3% 40.0% 24.3% 38.7% 53.1% 13.2%
Customers per Mile 5.7 7.3 4.1 5.0 51 4.9 4.6 4.8



Historical Results' (see summary of financial results on pages 21-22)

The District has experienced several years of gtgaawth in revenue and profitability. The orgaatinn
has been able to translate most of its revenuethrover the past three years into increased easrnefpre interest,
taxes, depreciation and amortization (EBITDA).
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In 2008, 23 Vermont municipalities mutually agréec¢onstruct and operate a fiber-to-the home (“FTTH
telecommunications network (the “Network”) to seresidents and businesses located within their denies. (A
24" member joined at a later date.) Their joint actintity, East Central Vermont Community Fiber atsd
wholly-owned subsidiary ECF Holding, LLC (colleatly referred to herein as “ECF”), began providing
telecommunication services in 2011. The Distriasviormed in 2015 by the same municipalities, amdeeded to
all of the assets and liabilities of ECF pursuanan Assignment and Assumption Agreement and aoBflale and
Assignment effective January 1, 2016. All refeemto the District herein shall include instancéere the assets
and liabilities were previously ECF’s, except whaezessary for clarity. See “THE DISTRICT” her&an more
information regarding the District and the Network.

The Series 2018A Bonds

The Series 2018A Bonds are to be issued pursuahetdct and other applicable provisions of law and
will be secured and issued in accordance with #soRtion. The Series 2018A Bonds initially wi# kssued in the
form of a single registered bond for each matuiatyd will be delivered to Cede & Co. as registepasher and
nominee for The Depository Trust Company, New Ydikw York (“DTC"). See APPENDIX F — “Book-Entry
Only System.”

The Series 2018A Bonds will be dated their datenibfal delivery and will bear interest from suchtd,
payable on December 1, 2018 and on each June Deseber 1 thereafter, at the rates and maturinheates
set forth on the inside cover page of this Limi@ffiering Memorandum. The Series 2018A Bonds wéllduibject
to optional, mandatory and special redemption essribed herein. See “THE SERIES 2018A BONDS” inere

12016 and 2017 figures are District results. A$iuiés prior to 2016 are ECF.
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Sources of Payment and Security for the Series 20A8onds

The Series 2018A Bonds will be special obligatiohthe District payable solely from and securectisol
by the Revenues or moneys and securities of thiei@ipledged under the Resolution for the paynbkateof. The
Series 2018A Bonds, together with any Additionaldbtedness that has been or will be issued onypaithh the
Series 2018A Bonds under the General Resolutienequally and ratably secured by the pledge oRélution,
and the undertakings of the District in the Resofuare for the equal and proportionate benefthefBondowners,
except as otherwise expressly provided in the R@sal. The Series 2018A Bonds are on parity wiid District’s
$9,225,000 aggregate original principal amount ofjdt Revenue Bonds, Series 2016A (the “Series6R201
Bonds”) and the District's $14,580,000 aggregatgimal principal amount of Project Revenue Bondsri€s
2017A (the “Series 2017A Bonds” and together with Series 2016A Bonds, the “Outstanding Bonds”) amyl
Additional Indebtedness issued on a parity with Siegies 2018A Bonds. See “SOURCES OF PAYMENT AND
SECURITY FOR THE SERIES 2018A BONDS.”

Use of Proceeds

The proceeds of the Series 2018A Bonds will be usedhe District to (i) design, build, construct,
improve, and acquire additional telecommunicatietwork and capital equipment; (ii) pay accruediliads; (iii)
fund the Debt Service Reserve Fund for the Se®d@8A2 Bonds; and (iv) pay the costs of issuing teeeS 2018A
Bonds, including Underwriter’s discount. A moreaiked description of the use of proceeds of theeSe2018A
Bonds, including approximate amounts and purpasescluded herein under “THE DISTRICT— The 2018jEct
— Estimated Sources of Funds and Uses of Proceeds.”

Certain Information Relating to this Limited Offeri ng Memorandum and the Series 2018A Bonds

The descriptions herein of the Resolution and otloeuments relating to the Series 2018A Bonds do no
purport to be complete and are qualified in thatirety by reference to such documents, and therig#i®n herein
of the Series 2018A Bonds is qualified in its etjirby the form thereof and the information witlspect thereto
included in such documents. Copies of such doctsmaay be obtained from the District, through aue=f made
to the Underwriter. See APPENDIX B-1 and APPENIEX — “The General Resolution” and “Proposed Fofm o
the Supplemental Resolution.”

All capitalized terms used in this Limited Offeridemorandum and not otherwise defined herein haee t
same meanings as in the Resolution. See APPENDBIXaBd APPENDIX B-2 — “The General Resolution” and
“Proposed Form of the Supplemental Resolution"peesvely, for definitions of certain words andnter used but
not otherwise defined herein.

The information and expressions of opinion hergiaak only as of their date and are subject to ahang
without notice. Neither delivery of this Limitedf@ing Memorandum nor any sale made hereundeangifuture
use of this Limited Offering Memorandum will, undemy circumstances, create any implication thaethas been
no change in the affairs of the District.

THE BONDS WILL BE OFFERED ONLY TO “ACCREDITED INVES TORS” (AS DEFINED IN
THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) TO WHOM THIS
LIMITED OFFERING MEMORANDUM HAS BEEN FURNISHED. TH E SERIES 2018A BONDS WILL
NOT BE REGISTERED UNDER THE SECURITIES ACT OR ANY STATE SECURITIES LAWS.

THIS LIMITED OFFERING MEMORANDUM IS BEING FURNISHED SOLELY FOR
CONSIDERATION BY ACCREDITED INVESTORS WITH SUBSTANT IAL FINANCIAL RESOURCES
AND THE EXPERIENCE AND FINANCIAL EXPERTISE TO UNDER STAND AND EVALUATE THE
HIGH DEGREE OF RISK INHERENT IN THIS INVESTMENT, IN CLUDING THE RISK OF NON-
PAYMENT OF PRINCIPAL AND INTEREST. SEE “CERTAIN BO NDOWNERS’ RISKS” HEREIN.

THIS LIMITED OFFERING MEMORANDUM PRESENTS ONLY LIMI  TED INFORMATION

RELATED TO THE DISTRICT, THE PLAN OF FINANCE AND MA TTERS PERTINENT TO THE
EXPECTED REPAYMENT OF THE SERIES 2018A BONDS. PRO®ECTIVE PURCHASERS OF THE
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SERIES 2018A BONDS ARE EXPECTED TO CONDUCT THEIR OWN INDEPENDENT DUE
DILIGENCE INVESTIGATIONS WITH RESPECT TO THE SERIES 2018A BONDS AND THE
DISTRICT. DOCUMENTS AND MATERIALS ARE AVAILABLE TO SUCH PROSPECTIVE
PURCHASERS UPON REQUEST.

THE SERIES 2018A BONDS
General

The Series 2018A Bonds will be dated their datenibfal delivery and will bear interest from suchtd,
payable on December 1, 2018 and on each June Deseiber 1 thereafter, at the rates and maturinheates
set forth on the inside cover page of this Limi@tering Memorandum.

Subject to the provisions discussed under APPENBE“Book-Entry Only System”, the Series 2018A
Bonds are issuable as fully registered bonds witlomupons in the minimum denomination of $5,000a0y
multiple of $5,000 in excess thereof. Principatedemption premium, if any, of the Series 2018A @0 will be
payable at the corporate trust office of the Traisted interest on the Series 2018A Bonds will bd pg check or
draft mailed, or by wire to the registered owneshthe fifteenth day of the month preceding thgedn which
interest is to be paid.

Redemption Provisions

Optional Redemption

The Series 2018A Bonds (except the Series 2018AI8amaturing on or before December 1, 2024, which
are not subject to redemption prior to maturityy eedeemable, on any semi-annual payment datieg afption of
the District, on or after December 1, 2024, as ala/lor in part at any time, prior to maturity atemlemption price
equal to 100% of their principal amount, plus aedrinterest to the redemption date.

Mandatory Redemption

The Series 2018A Bonds maturing on December 1, 2025ubject to mandatory redemption from sinking
fund installments on each December 1 at their grai@mounts without premium as follows:

Yeal Principal Amoun
2021 $185,00!
202z 195,00(
202: 205,00t
202¢ 215,00t
2025 230,00t

T Maturity Date.

The Series 2018A Bonds maturing on December 1, 2088ubject to mandatory redemption from sinking
fund installments on each December 1 at their grai@mounts without premium as follows:

Yeal Principal Amoun
202¢ $250,00!
2027 260,00
202¢ 275,00(
202¢ 290,00t
2030 305,00t

T Maturity Date.



The Series 2018A Bonds maturing on December 1, 2088ubject to mandatory redemption from sinking
fund installments on each December 1 at their grai@mounts without premium as follows:

Yeal Principal Amoun
2031 $320,001
203z 335,00(
203: 350,00!
203¢ 370,00!
203t 390,00!
20361 415,00

T Maturity Date.

The Series 2018A Bonds maturing on December 1, 20dBubject to mandatory redemption from sinking
fund installments on each December 1 at their grai@mounts without premium as follows:

Yeal Principal Amoun
2037 $440,00!
203¢ 465,00(
203¢ 490,00(
2040 515,00

T Maturity Date.

The Series 2018A Bonds maturing on December 1, 2043ubject to mandatory redemption from sinking
fund installments on each December 1 at their grai@mounts without premium as follows:

Yeal Principal Amoun
2041 $545,00!
204z 575,00(
2043 880,00

T Maturity Date.

Moneys on deposit in the Sinking Fund Account fairking fund installment of a maturity may, andadf
directed by an Authorized Officer shall, be appltedhe purchase of such maturity, at a price xoeeding the
applicable redemption price, at least 60 days lefloe sinking fund installment date, and theselmses shall be
credited against the sinking fund installment & #pplicable redemption price. The District masogburchase
Series 2018A Bonds of a maturity with other avdédahnds (excluding funds in the Special Redemp#Aaoount)
and credit them against a sinking fund installmepplicable to them at the applicable redemptiorcepthy
delivering them to the Trustee for cancellatioteast 60 days before the sinking fund installmexed

Redemption in the Event of Determination of Tax&bil

The Series 2018A Bonds are subject to redemptiian f@r maturity, as a whole at any time, on thdiestr
available redemption date, without premium, plusraed interest to the redemption date, in the ewéna
Determination of Taxability. See APPENDIX B-1 aABPENDIX B-2 — “The General Resolution” and “Propds
Form of the Supplemental Resolution”, respectively.

Selection of Bonds

If less than all of the Outstanding Series 2018Adoof any maturity are to be called for redempttbe
Series 2018A Bonds of that maturity (or portionsréof) to be redeemed will be selected by the €mugt a
manner which it deems fair, provided that while Baok-Entry-Only System is in effect, the Seried A Bonds
or any portions thereof to be redeemed within aunitgit will be selected by The Depository Trust Camp
(“DTC"), in such manner as DTC may determine.



Notice of Redemption

So long as DTC or its nominee is the Bondowner,Dstrict and the Trustee will recognize DTC or its
nominee as the Bondowner for all purposes, inclydiotices and voting. Conveyance of notices arrot
communications by DTC to Direct Participants (asngel herein), by Direct Participants to Indireetrftipants (as
defined herein), and by Direct Participants andiread Participants to Beneficial Owners will be goved by
arrangements among them, subject to any statutalyegulatory requirements which may be in effeatnf time to
time.

When Series 2018A Bonds are to be redeemed, thet€brishall give notice in the name of the District,
mailed not less than thirty (30) days prior to tedemption date, to the registered holder at hiseoraddress as
shown on the books of registry.

Effect of Redemption

On the redemption date, subject to the condititynafithe redemption notice, the redemption priteaxh
Series 2018A Bond to be redeemed will become ddepagable, and from and after such date, noticengeheen
properly given and amounts having been made aVikim set aside for such redemption in accordattethe
provisions of the Resolution, notwithstanding thay such Series 2018A Bonds called for redemptive mot
been surrendered, no further interest will accruaryy Series 2018A Bonds called for redemption.

Acceleration

In addition to the foregoing redemption provisiotise Trustee may declare all of the Bonds due and
payable at par prior to maturity upon the occureeofcan Event of Default under the Resolution. SBPENDIX
B-1 — “The General Resolution.”

Book-Entry-Only System

DTC will act a securities depository for the BondSertain information regarding the DTC and thekboo
entry only system is set forth in APPENDIX F — “BeBntry Only System.” The information contained in
APPENDIX F is based upon information furnished by@M None of the District, the Trustee or the Undéer
makes any representation as to the completenef®e caccuracy of such information or as to the absef a
material change in such information subsequertigaltite hereof.

SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2018\ BONDS
General

The following summary of the security for the Ser#918A Bonds is qualified in its entirety and refece
is hereby made to APPENDIX B-1 and APPENDIX B-2TFhé General Resolution” and “Proposed Form of the
Supplemental Resolution”, respectively. For défimis of certain capitalized terms used but noineéef herein, see
APPENDIX B-1 and APPENDIX B-2 for such definitions.

The Series 2018A Bonds constitute valid and bindipgcial obligations of the District for which the
Revenues of the District are pledged to the payménhe principal and redemption price of and iagtron the
Series 2018A Bonds. The District is subject td, duit its property is not generally subject t@elitiment or levy by
execution to satisfy a judgment on the Series 20B8Ads. The District has no taxing power. In #ddj the
Vermont General Assembly has not enacted nor tonsidering at this time legislation that would haosize a
municipality to seek protection under Chapter &t federal Bankruptcy Code. Therefore, in thenigpi of
Primmer Piper Eggleston & Cramer PC, Bond Courséhé District, the District is not eligible to &eprotection
under the federal Bankruptcy Code at this time.

Neither the State of Vermont nor any political sutgion thereof shall be obligated to pay the pipat of

or premium or interest on any Series 2018A Bond, ragither the faith and credit nor taxing poweths State of
Vermont or of any political subdivision thereofgkedged to such payment.
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The District may issue Additional Bonds, Notes tinep evidence of indebtedness on a parity with the
Series 2018A Bonds (collectively, “Bonds”) upon thatisfaction of certain conditions. See “SOURCEB
PAYMENT AND SECURITY FOR THE SERIES 2018A BONDS -utstanding Indebtedness,” and “— Additional
Indebtedness,” and APPENDIX B-1 — “The General Rggm.” All Bonds are equally and ratably securedier
the provisions of the Resolution and by the Funm Accounts established thereunder and all Bondsbeion
parity with the Series 2018A Bonds. The Distrieishpreviously issued the Series 2016A Bonds and#nies
2017A Bonds, which constitute Bonds under the Rl

The Resolution also permits the issuance of bamakgs or other evidences of indebtedness payatnte fr
the Revenue Fund and the Revenues subordinatendsBtSubordinate Indebtedness). In the evenngfEvent
of Default under the Resolution, so long as theeeamy Bonds Outstanding, directions to the Trusliiée respect
to remedies shall be given by a majority of thedbod of the Outstanding Bonds, excluding the heldérany
subordinated obligations. See APPENDIX B-1 — “Tdeneral Resolution.”

Revenue Pledge

In the Resolution, the District pledges as secuntyBonds, including the Series 2018A Bonds, (i) a
Revenues, and (ii) all moneys and securities ifratids and Accounts created by or pursuant to #selRtion and
the proceeds thereof, whether any of the foregairgexisting when Bonds are issued or are thereadtpired,
subject only to the provisions of the Resolutionnm#ing the application thereof for the purposes an the terms
and conditions set forth in the Resolution. Thavjgions of the Resolution shall be a part of amalsconstitute a
contract by the District with the Bondholders.

“Revenues” means all payments, fees, charges, gnieceents, receipts, profits and other incomevddri
by or for the account of the District from or redtto a Project and the sale of communicationscestherefrom
including without limit: (a) all interest, profitsr other income from the investment of any mortesisl pursuant to
the Resolution; (b) proceeds from any sale, ledsepmmissioning or other disposition of the Networla portion
thereof; (c) all grant revenues received by tharlisfor capital projects that have been compldigdhe District
provided the grant proceeds are not donor restiicied (d) proceeds of insurance and condemnati@mds in
respect of any portion of the Network.

The Bonds shall be special obligations of the Distpayable solely from and secured solely by the
Revenues or moneys and securities of the Disttediged hereunder for the payment thereof. The Bare
equally and ratably secured by the pledge of theoR&on, and the undertakings of the Districthe Resolution
are for the equal and proportionate benefit of Bomdholders, except as otherwise expressly providethe
Resolution. Currently, the District has outstand®®225,000 aggregate principal amount of its SePi@l6A
Bonds and $14,580,000 aggregate original princgmabunt of its Series 2017A Bonds pursuant to theeGs
Resolutions The Series 2018A Bonds, when issuiidhevissued on parity with the Outstanding Bonds.

The General Resolution provides that the Distriwtllspromptly as practicable after receipt caude al
Revenues received (other than the Revenues elpregsired or permitted by the Resolution to bedted to or
deposited in any other Fund or Account) to beiadph the following order of priority:

° First, to payment of the amounts required to be fram the Revenue Fund into the Debt Service
Fund and Debt Service Reserve Fund,;

° Second, to payment to the District to pay Operdirgenses;

° Third, to payment of the amounts (if any) requitecbe paid from the Revenue Fund into the
Reserve and Contingency Fund;

° Fourth, to payment of the amounts required to bel geom the Revenue Fund into the
Redemption Fund and the Rebate Fund;



° Fifth, in accordance with, and to purposes peritig Section 5.6 of the General Resolution,
including the pledging of the same to secure otiidigations or payment to the District free and
clear of the lien of the Resolution. Section 5.éhe General Resolution provides that if, aftex th
District has made the required transfers from tlegeRue Fund, the amount on deposit in the
Revenue Fund exceeds the reserve (if any) for tpgrexpenses pursuant to the provisions of the
Resolution, the District may apply the excess (apay costs of modifications, additions and
betterments to the Network, (b) to redeem Bondddposit to the Optional Redemption Account,
or (c) to any other lawful purpose of the District¢cluding deposits in any Funds or Accounts
(other than the Special Redemption Account) andrsion of the telecommunications services
offered by the District in accordance with, anghtwposes permitted by the Resolution;

° Sixth, to payment to the District to pay princiedd interest, if any, due on other subordinated
debt that may be issued by the District; and

° Seventh, to payment to the District to pay thedioempensation due the management company
under the Operating Agreement. See APPENDIX E —rfFof the Operating Agreement” for
information regarding the Operating Agreement iditlg terms of compensation.

Before applying moneys in the Revenue Fund in aoptinfor any purpose having a lower priority as
provided in the immediately preceding paragrapé,Qstrict shall provide for all payments havingigher priority
to be made within such month. Before applying nysne the Revenue Fund for any purpose having |qsierity
than Operating Expenses as provided in the immelgiareceding paragraph, the District may resenfécgent
moneys, together with reasonably expected Revetmeseet estimated Operating Expenses for a rebkopariod
not to exceed six months.

All moneys held by the District in the Revenue Fshall, until otherwise invested or applied as fmed
in the Resolution, be deposited by the Districitshown name, for the account of the Revenue Fuitd the
Trustee. Monthly, the Trustee shall deduct all amt® to be paid to the Debt Service Fund, the [B=hwice
Reserve Fund, the Rebate Fund, Redemption FunthariReserve and Contingency Fund from the Revennd.F
All remaining amounts shall be promptly transfertedhe District and deposited in such depositeorgepositories
as the District shall at any time or from timeitoe appoint for the purpose. Any depository sooaped shall be a
bank or trust company within or outside of Vermetgible to receive deposits of public moneys ardciv is a
member of the Federal Deposit Insurance Corporaiuhhas a capital and surplus not less than téiomlollars
($10,000,000).

Additional Indebtedness: Subordinate Bonds and Notand Other Indebtedness

The Series 2018A Bonds are Bonds to be issued uhddResolution. Any Additional Bonds, Notes or
other Indebtedness to be issued may be on a petfty(but not senior to) the Series 2018A Bondsvjated the
District can demonstrate in a certificate filedlwthe Trustee that the District's Operating Eargifigy the prior
fiscal year exceeds by 125% the annual debt sedteein the District’'s next fiscal year on (1) tBatstanding
Bonds, (2) all other outstanding parity indebtedneasd (3) the Additional Bonds to be issued. gtoposes of this
test, Operating Earnings may include pro forma ah@perating Earnings reasonably anticipated tedraed as a
result of completion of a Project expansion or egien financed with the proceeds of Additional Bend

“Operating Earnings” in the Resolution means Reesrlass Operating Expenses. The Resolution defines
“Operating Expenses” as the ordinary costs andresgseof the District for the operation, maintenaarce repair of
the Network, except capital expenditures, inteiiespme taxes, depreciation, amortization and titempensation
due the management company under the Operatingefgrd.

Nothing in the Resolution shall prohibit the Distrifrom issuing bonds, notes or other evidences of
Indebtedness payable from the Revenue Fund ariRebenues for any of its corporate purposes, subatelito the
deposits and credits required to be made from theiRue Fund to other Funds and Accounts under éseliRion
and to the payments required for Operating Expermed may secure the bonds, notes or other evideoice
Indebtedness by a pledge of the Revenues subaedamat inferior to the pledge of the Revenues cdebyethe
Resolution. The proceeds of the subordinate oftige. may be pledged as security for the subordiobligations
free and clear of the lien of the Resolution.



In the Resolution, the District expressly reserttes right to adopt one or more other general bond
resolutions and reserves the right to issue otbBgations so long as the same are not a charderoron the
Revenues and other moneys or securities pledgest timel Resolution.

Under the Resolution, the District may also essiiblines of credit secured by subordinated liensnup
Revenues.

No bonds, notes or other evidences of indebtedmess be issued that are senior to the Series 2018A
Bonds as to the lien on Revenues.

Coverage Covenants

Under the Resolution, the District is required teemthe following two covenants with respect toedRaind
Charges:

(1) The District shall establish, revise, levy and edil Revenues at least sufficient to meet the
Operating Expenses of the District, an amount etudl25% of the current Fiscal Year’s interest anidcipal
payments, including payments into sinking fundstfe retirement of principal, and an amount eqaaht other
requirements of any trust agreement or resolutemurgng bonds or notes of the District, includihg Bonds and
the Resolution.

(2) Without limiting the generality of the foregoindnet District shall establish and collect rates and
charges, whether or not the construction of themMdit is completed, operable or operating and nbosténding the
suspension, interruption, interference, reductionustailment of the output of the Network, whiclilyerovide the
District with Revenues sufficient to pay:

(a) Operating Expenses and all other costs of the properation and maintenance of, and
repairs, renewals and replacements to, the Netimookder to keep the Network in good
operating condition and all taxes, assessmentshar governmental charges lawfully
imposed on the Network or the revenues therefranpagments in lieu thereof, payable
by the District;

(b) amounts which the District is obligated to pay be fTrustee for deposit to the Debt
Service Fund, the Debt Service Reserve Fund, tserRRe and Contingency Fund and the
Rebate Fund, pursuant to the Resolution;

(c) costs to the District of prevention or correctidnaoy unusual loss or damage and of
major repairs, renewals and replacements and oftatapdditions, betterments,
improvements, extensions and decommissioning hegspiart, if any, of such costs as is
provided for from insurance, from amounts availatiberefor in the Reserve and
Contingency Fund and from Additional Bonds issueddcordance with the Resolution;
and

(d) all other charges or obligations against the Reesmifi whatever nature and whether now
or hereafter imposed by the Resolution or by lawanmtract.

No Free Service; Enforcement of Accounts Owing

Except for promotional purposes and for discoursevices furnished to public institutions, and ifor
kind compensation, so long as any Bonds are Oulistgnthe District will not furnish or supply angrmmodity,
service or facility furnished by or in connectiofttwthe Network free of charge to any person, foncorporation,
public or private, and the District will promptiypfrce the payment of any and all accounts owinthéadDistrict by
reason of the Network.



Annual Budget

The District shall file with the Trustee and makaitble on the District’'s website a preliminarynaial
operating budget within 30 days of its approvatamformance with the Act. The District may at dimye adopt
and file with the Trustee an amended or supplemepirating budget for the Fiscal Year then in pesg. The
budget shall show projected Operating Expensest Batvice and other payments from the Revenue Baddhe
Revenues to be available to pay the same. If ib&i& incurs aggregate Operating Expenses inFasgal Year in
excess of the aggregate amount shown in the ammggiet as amended and supplemented then the Dstat
promptly file a written report of any such excespenditure with the Trustee and make such rep@ilahle on the
District’s website.

Debt Service Reserve Fund

The Resolution establishes a Debt Service Reseww Requirement limited to, as of any date of
calculation, an amount equal to the sum of the antsodetermined at the time of issue of each Sefiéonds
issued under the Resolution (but only including $eeies of Bonds Outstanding at the time of catmna as the
lesser of (i) maximum annual Debt Service on Ountliteg Bonds during the then current or any futused Year,

(i) 125% of the average annual Debt Service onstanding Bonds, or (iii) 10% of the aggregate pedseof all
Outstanding Bonds upon original issuance thereof lesser amount as established in a Supplemasallution.
The Supplemental Resolution under which the S@48A Bonds will be issued sets a Debt Service Regeund
Requirement of $270,000 to be initially capitalizGdm Series 2018A Bond proceeds. See “ESTIMATED
SOURCES AND USES OF FUNDS” herein and APPENDIX Brid APPENDIX B-2 — “The General Resolution”
and “Proposed Form of the Supplemental Resoluti@spectively.

Moneys in the Debt Service Reserve Fund are avaifab the payment of principal, redemption pride o
and interest on all Bonds, excluding the paymenamy principal of, interest on or premium if any any
subordinate obligations issued under the Resolutemually and ratably. Provided no Event of Defehds
occurred, if on any date when an installment ofrie$t or principal or a sinking fund installmentdm®es due the
amount on deposit in the Debt Service Fund is ficset to pay such installment of interest or pipal or sinking
fund installment, the Trustee shall make up thecdgfcy by transfer from the Debt Service Resemwrd- If at any
time the amount in the Debt Service Reserve Furldsis than the Debt Service Reserve Fund Requitertten
Trustee shall forthwith make up the deficiency frahe Reserve and Contingency Fund, and any rengainin
deficiency shall be made up by six approximatelyatéanonthly transfers by the Trustee from the ReeeRund.
For purposes of determining the amount in the CBdvice Reserve Fund, the fair market value ofdtments
shall be determined as of December 31 in each geavhen required in connection with a deposit ansfer
(including in connection with the issuance of ai&epf Bonds). If the amount in the Debt Serviesétve Fund is
greater than the Debt Service Reserve Fund Regeireon June 30 or December 31 of any year or upen t
issuance of a Series of Bonds, the excess shdiddéwith in the manner provided for earnings frionestment of
the Debt Service Reserve Fund or, in the case @xaass upon the issuance of a Series of Bondsthaswise
provided in the Supplemental Resolution providing $uch issuance. If an Event of Default has ageclrthe
Trustee may, at the direction of the Bondholdess, the balance of the Debt Service Reserve Furjtéeerve the
lien on the Revenues and assets of the Distrigt,cpansel, sell or lease the District's assetyjrmshe District's
assets, collect Revenues due from the Districtspayers, and pay Operating Expenses. See APPEBHEIX-
“The General Resolution.”

Reserve and Contingency Fund

The Resolution establishes a Reserve and ContiggEnod. The Reserve and Contingency Fund
Requirement” means an amount equal to $50,0004208 per mile of telecommunications service linexaess of
235 miles. The Reserve and Contingency Fund bkallsed to pay, as the District, at its sole disuraletermines
for (1) necessary renewals, replacements, modiicst capital additions, betterments and extraargimepairs to
the Network, (2) costs of the retirement from segyidecommissioning, disposal and termination efNetwork,
and (3) extraordinary operation and maintenances @ the costs of preventing or correcting arysual loss or
damage (including major repairs and insurance déde@ayments). Any Supplemental Resolution ptimg for
the issuance of a Series of Bonds may provide foeg@osit from the proceeds of the Bonds into theeRe and
Contingency Fund. Commencing on the Date of ComialeOperation, the District shall pay from the Beue
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Fund into the Reserve and Contingency Fund on ford¢he sixth business day prior to the end ohaaonth an
amount equal to 5% of the amount required to besiggd at that time in the Debt Service Fund pursta the
Resolution. If on the last day of any Bond Year #mount in the Reserve and Contingency Fund, aéeucting
any amount committed or obligated for the purpdeesvhich the Reserve and Contingency Fund mayseel bout
not yet paid, is greater than the Reserve and Qgenicy Fund Requirement, the Trustee, after madkirygpayment
required by the Resolution to the Debt Service ResEund, shall pay the excess to the Revenue Fliridere is a
deficiency in the Debt Service Reserve Fund aftéraasfer is made to the Debt Service Fund, furdsdl $e
transferred from the Reserve and Contingency Fundnake up such deficiency. See APPENDIX B-1 and
APPENDIX B-2 — “The General Resolution” and “Propas-orm of the Supplemental Resolution”, respelgtive

The Reserve and Contingency Fund was initially &thioh the amount of $50,000. As a result of Nekwor
miles built, pursuant to the requirements of thedRéion, as of October 31, 2017, the required arhad the
Reserve and Contingency Fund increased by $23,88€don 369 lit miles. Currently, the District 1$78,846 on
deposit in the Reserve and Contingency Fund. Tis&i® expects that as of January 1, 2019, putst@ithe
requirements of the Resolution, a deposit of apgprately $76,800 will be made to the Reserve andtiGgency
Fund based on 384 additional Network miles built.

Outstanding Indebtedness

The District is indebted under an operating leasigation to the Town of West Windsor (the “West
Windsor Lease”). The West Windsor Lease is a 20-jease, terminating in 2035, requiring fixed samaual rent
payments in the approximate amount of $4,513. West Windsor Lease was used to pay certain costs of
modifications, additions and betterments to theadet and expansion of the telecommunications sesvaffered
by the District through its predecessor. The istlso has five vehicle loans that are each sechy the vehicle
purchased. The aggregate annual payment on thelevdébans is approximately $57,800 and the loaatune in
October 2020, November 2020, November 2021, Nove@2®21 and April 2022, respectively.

Included in the long-term liabilities of the Digtriis an obligation to pay deferred compensatioa farmer
Chief Executive Officer and Chief Administrative floér of ValleyNet, Inc., (“ValleyNet”) the outsideot-for-
profit management company that operates the netantkperforms certain capital construction for Bistrict.
These officers deferred a portion of their compgasadue from the predecessor to the District duiime first five
years of operations. The District has assumed ttiebdities. Below is a list of the remaining eefed
compensation payments due:

Deferred Compensation Payable

Year Amount Due
Remainder 201 $48,00(
201¢ $88,21!
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Interested Parties

The District sold Series 2016A Bonds and Serie20Bonds to individuals who are current members of
the District Governing Board, or ValleyNet staff Board members, or their immediate family (spoussieling,
parent, or child), including:

Martin Blumberg, District Treasurer

Daniel Childs, District Board Member (Town of Brdiaid)
Marda Donner, spouse of District Board Member

John Roy, ValleyNet Board Member

Irv Thomae, District Board Chair

Stan Williams, ValleyNet Board Chair and CFO

ESTIMATED SOURCES OF FUNDS AND USE OF PROCEEDS

The District expects that the proceeds of the S&2@.8A Bonds will be used to fund the Debt Service
Reserve Fund and the Reserve and Contingency Fuhtbgpay certain costs of issuing the Series 20B8AdS.
The District also expects that the proceeds ofStrées 2018A Bonds will be used for the followirapital projects:

1.
2.
3

4,
5.

customer connections to the existing network andaoré extensions;

required additions to the District's Network OpergtCenter located at Interstate 89 Exit 3;

capital expenditures for approximately 250 miles=dfTH broadband fiber and associated expenses;
and

network design expenses for over 700 remaining iltrrhiles within the District’s service area; and
utility pole make-ready expenses related to appnately 250 miles of construction planned for 2019.

The tables below shows the estimated sources asdfarsthe Series 2018A Bond proceeds.

Sources of Fund

Par Amount of 2018A Bon: $8,500,00

Less: Net Original Issue Discol (37,350
Total Sources of Fund $8,462,65
Uses of Fund

Deposit to Construction Fu $7,954,89

Deposit to Debt Service Reserve F 270,00(

Underwriter’s Discour 169,25:

Other costs of issuar 68,50(
Total Uses of Funts $8,462,65

[The Remainder of this Page is Intentionally Leifarik]
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DEBT SERVICE REQUIREMENTS

The following table sets forth debt service on $eeies 2018A Bonds in the principal amounts sehfon
the inside cover of this Limited Offering Memorangduas well as debt service on other Indebtednegseddistrict
for each Fiscal Year in which such Series 2018Ad3onill be Outstanding. The District also has fighicle loans
that are each secured by the vehicle purchased.adéyregate annual payment on the vehicle loagzgpioximately
$57,800 and the loans mature in October 2020, Nbeer2020, November 2021, November 2021 and Ap&P20

respectively. Such loans are not included in &tat dervice requirements below.

West
Windsor
Operating Total Debt
Fiscal Year Series 2018A Bonds Outstanding Bonds Rent' Service & Rent
Interest Principal Interest Principal
201¢ $128,36( $1,302,71 $9,02¢ $1,440,09¢
201¢ 466,763 1,302,711 $195,001 9,02t 1,973,501
202( 466,763 1,294,91. 460,00 9,02¢ 2,230,701
2021 466,763 $185,00( 1,275,21 590,00( 9,02¢ 2,526,001
202: 456,819 195,00( 1,249,76. 640,00! 9,02¢ 2,550,607
202: 446,338 205,00( 1,222,16: 705,00! 9,02¢ 2,587,52¢
202¢ 435,319 215,00( 1,187,90! 760,00! 9,02¢ 2,607,24¢
202t 423763 230,00( 1,150,95! 805,00 9,02¢ 2,618,73¢
202¢ 411,40C 250,00( 1,111,83 860,00! 9,02¢ 2,642,26:
2027 398,90C 260,00( 1,069,23 915,00( 9,02¢ 2,652,16:
202¢ 385,90C 275,00 1,021,18 960,00! 9,02¢ 2,651,11:
202¢ 372,15C 290,00( 970,98t 1,€20,00( 9,02t 2,662,16:
203( 357,65C 305,00( 917,58t 1,090,00! 9,02t 2,679,26:
2031 342,400 320,00( 860,53t 1,155,00! 9,02t 2,686,96:
203z 324,000 335,00 795,06:. 1,210,00! 9,02¢ 2,673,08¢
203t 304,738 350,00( 723,91 1,280,00! 9,02¢ 2,667,67¢
203« 284,613 370,00 648,66. 1,345,00! 9,02¢ 2,657,301
203t 263,338 390,00( 569,56. 1,420,00! 9,02¢ 2,651,92¢
203¢ 240,913 415,00 489,16 1,495,00! 2,640,082
203 217,05C 440,00 402,93t 1,570,00! 2,629,98¢
203¢ 192,85C 465,00! 312,33 1,665,00( 2,635,181
203¢ 167,275 490,00( 216,16 2,005,001 2,878,44¢
204( 140,325 515,00! 101,67 1,660,00! 2,417,00(
2041 112,00C 545,00! 657,000
204 81,480 575,00 656,48C
204: 49,280 880,00( 929,28C

" The West Windsor portion of the Network is owngtahd leased from the Town of West Windsor.

Based on the District's Fiscal Year 2018 budget divd-year forecast (see “THE DISTRICT

Management Discussion and Analysis” herein), thstrigt currently projects that to achieve the costiph of
1,400 total miles of Network necessary to cover miegority of its underserved area, it will needincur an
additional approximately $14-18 million of Indebtexs either through the issuance of Additional Bomdother
Indebtedness from Fiscal Years 2019 and 2020. Sérees 2018A Bonds are part of the planned incogef
Indebtedness required to complete the 1,400 toil@snof Network. The completion of the full 1,4@Giles of
Network and the incurrence of such additional Ineebess is subject to the District successfullynesting
additional customers to produce sufficient Opegpiiarnings to adequately cover the additional debtice. The
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five-year forecast incorporates various assumptiongluding assumptions as to penetration rategemees,

expenses, interest rates on indebtedness andrrer@s, refinancing of existing debt, inflationasitand the size
and timing of capital expenditures. Under the temh the Resolution, the District may issue submaté debt

without meeting the Additional Bonds parity te3the District may offer subordinate debt in the fetu

THE DISTRICT
Background

In 2008, twenty-three municipalities in Vermont anized ECF (a twenty-fourth joined at a later date)
SEE “INTRODUCTORY STATEMENT — The District” hereinThe member municipalities are set forth in the
fourth paragraph below. The purpose of ECF wasottstruct and operate a state-of-the-art teleconuation
network (the “Network”) to serve residents and hasses located in the member municipalities. Tleenber
municipalities are located in Addison, Orange, &utl, and Windsor Counties.

On June 1, 2015, legislation was adopted by the staVermont (30 V.S.A. 88 3051-3083) that among
other things, authorizes two or more cities or tewin form a “Communications Union District” to dedr
communications services and operate a communicatpbeint. Once a district is formed it may take awn
members, existing members may choose to leave, thaddistrict may also be dissolved. These new
Communication Union Districts were authorized isp@nse to requests for more broadband build-ouirad areas
of Vermont to provide high-speed internet to resideand businesses. A Communication Union Distisct
empowered to operate or contract for constructommership, management, and operation of a commtimnica
plant and to provide communications services to bems1 A communications plant includes all partsaof
communications system owned by a district includiniges, cables, fiber optics, wireless or othehtextogies used
to transport or store information, facilities, aeguipment. A district will include all land andsidents within the
member municipalities and any others subsequedthjtted.

Once formed, Communication Union Districts are roipal entities with a governing board made up of
one representative from each member municipalityappointed union district clerk, and an appoirttedsurer.
The districts have the authority to purchase, seltl lease real estate, hire and fix the compemsafiemployees,
and enter into contracts. Under 30 V.S.A. 88§305833@xpayers are not liable for debts incurredneydistricts. A
district does not have taxing authority; rathel,nglcessary revenues must come from selling theraoncations
services, such as running internet cables to h@ndsusinesses and charging monthly fees fornieteservices.
Additionally, communications union districts are@lle to receive loans from the Vermont EconomavBlopment
Authority and incur debt from other entities.

On March 3, 2015, East Central Vermont Telecomnatigns District was approved by the voters of the
municipalities of Norwich, Randolph, Sharon, Swaff, and Woodstock (the “Original Municipalities§s the first
communications union district in Vermont and purdua Chapter 82 of Title 30 the District was lagstablished.
Nineteen other municipalities, including BarnaBkthel, Braintree, Brookfield, Chelsea, Granvilldancock,
Hartford, Montpelier, Pittsfield, Pomfret, Readingochester, Royalton, Stockbridge, Thetford, T unidmei
Vershire, and West Windsor, subsequently joined Disrict through actions of their selectboardsffe&ive
January 1, 2016, the District succeeded to alhefassets and liabilities of ECF pursuant to arighssent and
Assumption Agreement and a Bill of Sale and Assignin The District continues to market its serviaader the
ECFiber, ECFiber.net and East-Central Vermont Conityiriber-Optic Network trade names that had presiy
been used by ECF.

The District is authorized and empowered undetidis of Vermont, including the Act, to issue thei&g
2018A Bonds for the purposes described herein arsdiopt the Resolution and other agreements atrdinmsnts
necessary to issue and secure the Series 2018/sBond

Vermont law specifically provides that any lossesssociated with the construction or operation of a

communications plant by the District are not to beborne by any of the municipality’s (or municipalities’)
taxpayers. Payment of amounts due will be made gnfrom available revenues of the District.
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PURCHASERS OF SERIES 2018A BONDS SHOULD BE AWARE AH THIS IS A HIGH-RISK
INVESTMENT WITH NO GUARANTEE THAT THE DISTRICT’S BUSINESS PLAN WILL BE REALIZED
AS PRESENTED OR THAT PROJECTED RETURNS TO SUCH PURBSERS CAN BE MET.

Existing Network

At June 30, 2018, the District had approximatelp B6iles of fiber optic broadband lines serving 3,69
customers with internet service. The Network passdotal of approximately 7,190 residents and nassies
resulting in year ended June 30, 2018 penetrata of approximately 37.5%. Approximately 80% bét
customers also purchase VOIP telephone serviceDegember 31, 2017, utility plant, net of depreoiat was
valued at cost approximately $12.4 million. Apgmately eight miles of fiber optic broadband liness been
leased from the Town of West Windsor for an anmeat of $9,025 under an inter-local agreement. [iffes were
constructed by the District at the expense of Wéistdsor and have been leased to the District irerotd receive
internet and VOIP services. The District is obleghto maintain the lines.

On two segments of broadband fiber lines, the Gra@gunty Fiber Connection and the Business
Broadband Improvement District, the District shasteands of fiber on each segment with the State.the Orange
County Fiber Connection, the District has an Indsiflele Right of Use (IRU) for 30 years beginningtsenber 26,
2012 for 36 strands of fiber across 35.14 mileke District pays the State 1/3 of the costs to taairthe network,
including annual pole rental, regular maintenaaoel outage repair. Additional strands are availédn lease. For
the Business Broadband Improvement District, th&rigt owns the 80 miles of network and the State &én IRU
for 96 strands on 80 miles to be available to ottariers. The District has access to 48 strandibef along the
route. It charges back to the State its shareot# pentals and maintenance costs. The miles idedcin the
Orange County Fiber Connection and the Businesaddrand Improvement District are included in thetriits
total miles. See — “THE NETWORK — Orange Counthdfi Connection and Business Broadband Improvement
District.”

In January 2011, the District secured its initiapital financing by issuing tax-exempt Notes tovrdual
investors, many of whom lived within the participgt municipalities. At that time, the District kg construction
of a fiber-to-the-home (FTTH) broadband networkpr@vide internet and voice-over-internet-protocglO(P)
telephone services. From 2011 through 2015, ESkedsnotes and other indebtedness, which haverbpaid, to
construct and equip additional Network mileage andnect additional customers. The District eleatet to
provide cable television because most residentsaldeduate television service, and the additionastment in
constructing and equipping a television signal iréeg headend and purchasing programming was nemed to
be commercially viable. Today, increasing tel@nsprogramming is available through the internetl(iding the
internet service delivered by the District) viarawing number of providers commonly referred toossr-the-top
television.

A General Description of the District Service Area

The District’s mission is to complete the Netwooketventually cover all homes and businesses i@4its
member municipalities. This is one of the mosarareas in a rural state. The area is charaetehy wooded,
mountainous topography with narrow valleys. Belswa map of the towns in the District service gtha “Service
Area”).

[The Remainder of this Page is Intentionally Leifarik]
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ECFiber Towns and Cities

State of Vermont

Source: The District.

Open Access Network

While the Network provides retail internet and VG vices directly to its customers, it is alsoilae
on non-discriminatory and non-exclusive terms tg ather service providers who wish to use it towael their
services. The other service providers are requogrhy the District a fee for usage of the Netwlawk could avoid
incurring the cost and delay of constructing tr@im network. Other service providers could includiernet
service providers, phone providers, television fatens and security monitoring services. The Disiturrently has
two other service providers using the Network féee
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District Operations and Services

The District has no employees. It is operated estedly by ValleyNet, Inc. (“ValleyNet”), a Vermont
nonprofit corporation under an Operating Agreemantopy of which is attached in APPENDIX E. Undee
Operating Agreement, ValleyNet provides a stafbperate the Network and performs all repairs, neagmce and
operations on behalf of the District. ValleyNes@performs certain capital construction and owe=rske work of
outside engineering firms, consultants and cordract The District pays ValleyNet's actual costattt incurs for
all services provided plus a fee of $10 per custopee year. The term of the Operating Agreemenénsyears
from January, 2016. In the opinion of bond count#e® Operating Agreement is in compliance with ths.
Treasury regulation for tax-exempt debt issuersnamagement contracts. ValleyNet has provided tbesaces to
the District since the date of its organizatioree $he caption “Governance of the District and &dllet” below for
more information regarding ValleyNet.

Under the current Operating Agreement, approvedth®y District on February 9, 2016, ValleyNet
undertakes the development, design, constructmupping and installation of the Network, and tipei@tion and
management of the Network, subject to policy gumgs and operating protocols established by th&itis Under
the Operating Agreement, ValleyNet will be respblesior the development, design, construction arsthllation
of the Network, as well as the management, operatim maintenance of the Network, in accordande palicies
established by the District and all regulatory lisgents. In particular, ValleyNet employees will tesponsible
for:

° Managing the design and construction process, dimfu selecting, hiring and overseeing
contractors, ensuring performance and certifyingetion;

° Maintaining the Network, including the fiber-optaable and electronic equipment in support
thereof;

° Operating the Network;

° Providing retail and wholesale services utilizinge tnetwork, subject to policy guidelines
established by the District — including selectiand aspecification of services provided and

pricing for service;
° Conducting all marketing, customer service, helgkdend customer care functions;

° Conducting all customer billing and collection atties, including selection and oversight of any
outsourced billing functions; and

° Providing all required reporting to the Districtovgrnmental authorities and the District
Treasurer.

ValleyNet, on behalf of the District, has executdease for the Network Operating Center, which
occupies a facility adjacent to Interstate 89 EXitOther tenants sub-lease portions of this buildiThis lease
provides a right of first refusal for the District purchase the facility should the owner receineoffer from a
person interested in purchasing the facility. District may also offer to purchase the facilitysaich time as
financing becomes available. At this time, thetis believes that the amount of space it cursefghses is
sufficient for the equipment and staffing levelstefoperations.

The District offers internet (eninimumof “always-on” symmetrical 17 Mbps) and VOIP tédiepe (with
unlimited USA and Canada long distance and allufest except voice mail, which is available for aldifional
fee). It also offers a range of higher-speed cotivigy options (40 Mbps to 700 Mbps) for those tousers (mostly
business and institutional) who have additionaldseeThe District operates a FTTH network basedhenlatest
Gigabit Passive Optical Network (GPON) technologiich is capable of providing symmetrical speedsag
Gigabit per second. The construction and desigkéneady work to be financed by the Series 2018AdBowill
be an extension of the District’s existing network.
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The applicable fees for services for calendar ®&Hi8 offered by the District are set forth in tldlé
below.

Service Tiers and Rafes

BUSINESS RESIDENTIAL
SERVICE SERVICE
Per Month Per Month
INTERNET

Basic: 17 Mbp: $72 $6€
Standard: 40Mbps 101 91
Ultra: 200Mbp: 12¢ 11¢
Wicked: 700Mbp: 19¢ 14¢
Phone Lines™ 30 20
Static IP Address 7 NA
Voicemail 3 3

” One time installation charge is $150 for busirsessice and $99 for residential service. Themdde an $8
monthly charge on all levels of service for equiptrental.

™ Additional Federal and State taxes apply.

Below is a table showing the history of customedslesl, disconnected and the resulting churn rate
experience by the District and ValleyNet.

Premises Connections & Disconnectiol
Customers Net Premises Disconnecte Churn Rate
Based on Avg Customet

Year Beginning End New Cumulative Per
Total year/Period Monthly Annualized
2011 - 12¢ 12¢ 0 0 0.00% 0.00%
201z 12¢ 29¢ 172 -9 -9 -0.35% -4.25%
201z 29¢ 552 254 -13 -4 -0.08% -0.94%
201« 552 947 39& -41 -28 -0.31% -3.74%
201t 947 1,201 254 -40 1 0.01% 0.09%
201¢ 1,201 1,58¢ 38¢ -37 3 0.02% 0.22%
2017 1,58¢ 2,28: 69< -43 -6 -0.03% -0.31%
2018 (first
half) 2,282 2,693 411 -95 -52 -0.35% -4.18%
2012-2018
(first half) - 2,693 2,693 -95 -0.08% -0.94%

The District experiences very few disconnectionchegear. For those premises which disconnect sedie to a
move, the new owners or tenants typically subscitbeservice within a very short period of time. eTbistrict
recently tightened the procedures with regardsveydue payments and now the District terminategicewhen
the account is 90 days delinquent unless other payarrangements are made.
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District Demographic Information

The 24 member municipalities of the District areglied in the upper Connecticut and White River &all
of East Central Vermont, including the City of Mpalier at the northernmost part of the District. The
municipalities have a combined current estimatgoufaion of approximately 50,335. The local ecoyanhthe
municipalities is very diverse, and includes adtige, small-scale manufacturing, tourism, inforimattechnology,
health and education. A significant portion of theunicipalities’ population commutes for work eith®
Montpelier, Vermont, Chittenden County, Vermontathe Hanover/Lebanon area of New Hampshire. Atiog
to the U.S. Bureau of Economic Analysis data fot Z0vVermont ranked 50th in gross domestic prodectgapita
in the United States. Median household income inméat traditionally has been close to the natiamadrage.
According to U.S. Census data for 2016, median ¢toolsl income in Vermont, at $57,677, was approxétgat%
above that for the U.S. as a whole. Based on trst moent data available for the Service Area (G&hsus figures
for 2016), the median household income in the Serdirea was approximately 4% below the Vermont ayer
Based on the Vermont Department of Labor Statigfig for June, 2018, average unemployment (2.8%0) f
Vermont as a whole was lower than the US Burediabbr national average (4.2% at June, 2018). @ble tbelow
shows comparative demographic data of the five ttesiin which the 24 municipalities participatingthe District
are located versus the state of Vermont and theetigtates.

Mediar Bachelor’:

Population | Household Housing Unemployment| Degree or
2017 Income Units Median Rate Higher

Estimate 2016 2017 Value 2016 2018 2016

u.s. 325,719,17 $57,61 137,403,46 $184,70i 4.2% 30.3%
Vermon 623,65 $57,67 335,224 $218,901 2.8% 36.2%
Addison Cc 36,77¢ $61,02( 17,45( $236,401 2.7% 35.8%
Orange C¢ 28,97¢ $54,26. 15,45’ $191,701 2.7% 30.2%
Rutland Cc 59,08' $50,02¢ 34,45¢ $179,201 3. 7% 29.2%
Washington Ct 58,29( $58,17: 30,14: $213,201 2.9% 40.5%
Windsor Ct. 55,10( $54,76. 34,91( $215,801 2.6% 35.2%

Source: U.S. Census Bureau, U.S. Bureau of LaliatisBcs and Vermont Department of Labor. The
unemployment rates for the U.S., for Vermont andnnt counties are for June, 2018.

[The Remainder of this Page is Intentionally Leifarik]

" In 2018, Montpelier’s City Council voted to affite with a newly-formed Communication Union Distric
whose territory, unlike the District’s, is contigi® with Montpelier. Montpelier is not currently rpaf the
District’s service area.
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The following table shows 2017 estimated data erptbpulation, 2018 estimated number of premisésl, to
road miles, premises per road mile and 2016 med@usehold income for each of the 24 municipalitreshe
District (except for Montpelier).

201¢

Population 2018 Median

2017 2018 2018 Premises Per Household

Town Estimate Premises Road Miles Mile Income
Barnar( 91¢ 77¢ 68 11.¢ $60,72!
Bethe 1,961 1,04¢ 83 12.€ $55,13¢
Braintres 1,20¢ 72k 51 14.2 $53,00(
Brookfield 1,32¢ 71¢ 85 8.t $56,81!
Chelse 1,281 744 71 10.t $31,82°
Granville 30¢ 287 29 9.¢ $53,75(
Hancocl 33z 26( 18 14.¢ $48,75(
Hartforc 9,61: 9,82¢ 17¢ 56.2 $59,36!
Norwich 3,31 1,54¢ 94 16.F $106,35!
Pittsfielc 54¢ 427 20 21.2 $58,55!
Pomfre 86¢ 58: 64 9.1 $64,84-
Randolpl 4,69: 2,07¢ 12C 17.: $50,90°
Readin( 644 531 47 11.c $49,86:
Rocheste 1,09¢ 88( 68 12.€ $46,19:
Royaltor 2,82¢ 1,34¢ 94 14.: $45,28(
Sharol 1,51¢ 79z 64 12.¢ $64,47¢
Stockbridg 71z 617 50 12.: $54,16°
Strafforc 1,07¢ 67¢ 68 9.¢ $71,96:
Thetforc 2,561 1,50¢ 90 16.7 $67,88!
Tunbridge 1,32¢ 782 79 9.¢ $54,80!
Vershire 741 48( 40 12.C $55,93!
West Windsc 1,05( 1,54¢ 53 29.z $65,11-
Woodstocl 2,93 2,63¢ 98 26.¢ $75,48:
Vermont 623,65 $57,66°

Source: U.S. Census Bureau, the Vermont Agendyaisportation and the Vermont E9-1-1 GIS data.
Financial Statements

The District prepares annual financial statementsaccordance with generally accepted accounting
principles. The audited financial statements aBefember 31, 2017 are attached hereto as APPEMDIXhe
audited financial statements should be read i trgirety. The unaudited financial statementsfakine 30, 2018
are also included in this Limited Offering Memorand The unaudited financial statements are nal tmd are
subject to change.

See the tables below for a summary of the statewfergvenues, expenses and changes in net position
from the audited financial statements of ECF foargeended December 31, 2013, 2014, 2015, from udgea
financial statements of the District for years egdDecember 31, 2017 and December 31, 2016 and them
unaudited financial statements of the Districttfoe six months June 30, 2018. The unaudited fiabstatements
are not final and are subject to change.
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FINANCIAL STATEMENTS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

2014 2015 2016 2017 2018 First Half

INCOME STATEMENT ECFLLC ECFLLC ECVTD ECVTD ECVTD*

OPERATING REVENUES:

Service revenue $ 963,394 $ 1,403,05% 1,756,811 $ 2,394,244 $ 1,568,940
Installation and activation revenue 126,075 112,326 154,128 343,522 73,603
Grant Income 269,624 74,691 59,484 311,920 123,427
Miscellaneous income 8,585 2,847 15,466 22,866 @®,40

Total operating revenue 1,367,678 1,592,919 1,985,8 3,072,552 1,768,369
OPERATING EXPENSES:
Cost of Goods Sold 191,723 271,346 342,688 453,447 297,755
Labor 466,611 404,592 457,831 588,941 316,028
Other Operating Expense 257,680 221,710 276,329 ,2929 206,314
Depreciation and amortization expense 266,985 308,1 380,887 557,503 425,000
Total operating expense 1,182,999 1,205,844 1,887,7 1,949,187 1,245,097
Operating income (loss) 184,679 387,075 528,154 23,365 523,272

Recurring Gross Margin 771,671 1,131,709 1,414,123 1,940,798 1,271,185
as % of svc revenue 80% 81% 80% 81% 81%

EBITDA 451,664 695,272 909,041 1,680,868 948,272

EBITDA excl Grants/Other 173,455 617,734 834,091 1,346,082 822,446
as % of svc/install revenue 16% 41% 44% 49% 50%

Recurring EBITDA 47,380 505,408 679,964 1,002,560 48843
as % of svc revenue 5% 36% 39% 42% 48%

NON OPERATING

INCOME(EXPENSE):

Interest income 109 184 4,727 40,100 39,158
Interest expense (340,769) (413,537) (640,472) 9@, 1124) (649,956)
Bond origination fees 0 0 (326,750) (409,500) 0
Original issue discount 0 0 (211,389) (62,003) 0
Amortization, note prepayment premium 0 0 (28,239) (95,476) 0
Gain (loss) on debt forgiveness 436,503 0 0 0
Gain (loss) on asset disposition (208,716) 0 (0) 0 0

Increase(decrease) in fund net

position 71,806 (26,278) (673,969) (596,638) (88)52

Fund net position, beginning of year (2,147,484) (2,075,679) (2,101,956) (2,775,925) 373,563)

Fund net position, end of year (2,075,679) (2,101,956) (2,775,925) (3,372,563) (3,460,089)

change $ 71,806 $ (26,278) $ IP69) $ (596,638) $ (87,526)

[The Remainder of this Page is Intentionally Leifarik]
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BALANCE SHEET

2014 2015 2016 2017 2018 First Half
BALANCE SHEET ECFLLC ECFLLC ECVTD ECVTD ECVTD*
CURRENT ASSETS
Cash $ 668,414 $ 145,648 $ 320816 $ 7,079,795 $ 3,925,000
Accounts Receivable, net of allowance 48,398 63,017 73,057 158,863 73,034
Materials & Supplies Inventory 0 0 0 0 0
Other receivable 0 0 0 0 0
Accounts Receivable, grants 0 51,484 0 0
Due from (to) ValleyNet, Inc. (53,751) 95,850 31719 336,785 (152,447)
TOTAL CURRENT ASSETS 663,061 304,514 2,480,061 7,575,443 3,998,094
LOSS ON REFUNDED DEBT - net of
amortization 3,580 0 499,685 1,056,000 1,056,000
PROPERTY AND EQUIPMENT
Gross 5,192,150 6,763,327 9,091,019 14,115,414 0184
Accumulated Depreciation (470,939)  (780,080) (1,153,626) (1,711,129) (2,136,129)
Net 4,721,211 5,983,247 7,937,393 12,404,285 15,871,155
TOTAL ASSETS 5,387,852 6,287,761 10,917,139 21,035,728 20,925,24
CURRENT LIABILITIES
Notes payable to investors, current 88,151 88,151 9,82 700 0
Accrued liabilities 96,000 96,000 96,000
Accounts payable 0 0 0 202,999 0
Accrued interest 20,392 40,670 43,618 107,900 17,9
Loans payable, current 35,519 111,828 13,707 28,820 20,000
TOTAL CURRENT LIABILITIES 144,062 240,649 183,157 436,419 376,348
LONG TERM LIABILITIES
Notes payable to investors, less current
portion 6,458,375 7,443,337 3,915,906 4,397 0
Bonds payable 0 0 9,225,000 23,805,000 23,805,000
Accrued expenses 156,141 0 0 0 0
Loans payable, less current portion 162,341 50,512 42,598 74,259 163,774
Deferred Compensation 411,871 361,882 184,216 88,21 40,216
Contingent Liabilities 296,768 293,337 142,186 0 0
TOTAL LONG TERM LIABILITIES 7,485,496 8,149,068 13,509,906 23,971,872 24,008,98
FUND NET POSITION
Invested in capital assets 4,721,211 5,983,247 77393 12,404,285 15,871,155
Unrestricted deficit (6,962,917) (8,085,203) (10,713,318)  (15,776,848)  (19,331,243)

(2,241,706) (2,101,956) (2,775925)  (3,372,563) (3,460,088)

TOTAL LIABILITIES AND FUND
NET POSITION $ 5387852 $ 6,287,761 $ 10,917,138 28,035,728 $ 20,925,249

[The Remainder of this Page is Intentionally Leifarik]

" The unaudited financial statements are not findlare subject to change.
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Governance of the District and ValleyNet

On January 1, 2016, the District succeeded to fathe assets and liabilities of ECF pursuant to an
Assignment and Assumption Agreement and a Billadé&nd Assignment.

The District was formed pursuant to Chapter 82ideB0 on March 3, 2015 as a municipal entity with
governing board made up of one representative #aaolh member municipality, an appointed union distierk,
and an appointed treasurer. The District has titleoaity to purchase, sell, and lease real eshate,and fix the
compensation of employees, and enter into contrdldie District has no taxing authority under thet. A

The District is authorized and empowered undetidis of Vermont, including the Act, to issue theiSg
2018A Bonds for the purposes described herein arsdiopt the Resolution and other agreements atrdinmsnts
necessary to issue and secure the Series 2018/sBond

ALL OBLIGATIONS OF THE DISTRICT ARE SOLELY THE OBLI GATION OF THE DISTRICT AND
NOT OF ANY OF THE MUNICIPALITIES. THE MUNICIPALITI ES’ TAX BASE IS NOT SUBJECT TO
ANY CLAIM ARISING FROM ANY INDEBTEDNESS OF THE DIST RICT. INVESTORS WILL HAVE
NO RECOURSE TO ANY MUNICIPALITY FOR ANY FAILURE TO PAY INTEREST ON THE BONDS
OR FOR ANY OTHER REASON.

THE SERIES 2018A BONDS SHALL BE SPECIAL OBLIGATIONS OF THE DISTRICT PAYABLE
SOLELY FROM AND SECURED SOLELY BY THE REVENUES OR M ONEY AND SECURITIES OF
THE DISTRICT, INCLUDING PAYMENTS TO THE TRUSTEE BY THE DISTRICT IN ACCORDANCE

WITH THE PROVISIONS OF THE RESOLUTION. NEITHER THE STATE OF VERMONT NOR ANY
POLITICAL SUBDIVISION THEREOF SHALL BE OBLIGATED TO PAY THE PRINCIPAL OR
REDEMPTION PRICE OF, OR INTEREST ON ANY SERIES 2018A BOND, AND NEITHER THE FAITH

AND CREDIT NOR THE TAXING POWER OF VERMONT OR ANY P OLITICAL SUBDIVISION

THEREOF IS PLEDGED TO SUCH PAYMENT. THE DISTRICT H AS NO TAXING POWER.

The District Governing Board

Elected Officers

IRV THOMAE, Chair, is the delegate from the Town of Norwich. He haldslergraduate and doctoral
degrees from MIT, and two US patents. Mr. Thomawafessional life has alternated between academih a
industry. Ten years teaching electrical and coepengineering at Dartmouth College’s Thayer Scheete
followed in 1974 by seventeen years as an indepenstdtware developer and consultant. From 200106,
Dartmouth’s Institute for Security Technology Seslihe participated in research on methods to tdatet limit
internet malware and “phishing” financial fraudst. MThomae’s community service includes a totalixfegn years
on the Norwich Finance Committee between 1990 &@8.2 He retired from Dartmouth in 2006, but conés to
be actively involved in state issues such as tdicypand infrastructure for economic developmeng. id also a
former Trustee of the Good Neighbor Health Clinic.

F. X. FLINN, Vice Chair, is the delegate from the Town of Hartford. Hedsch B.S. in Industrial and

Labor Relations from Cornell University. Mr. Flirspent a decade in mass market publishing and séxeegears
as Managing Editor for Hardcover and Trade PapésbactBantam, and then transitioned to informatémnology
services in the late 1980s. His consulting firmpért Systems Development Corp, was established®@® hnd
counts among its customers Harley Davidson, SisAvéastinghouse, Narraganset Bay Insurance Cocamessof
smaller firms. He has served Hartford for nearlyy2@rs as a Justice of the Peace or member ofeleetSoard.
Mr. Flinn played a key role in the development afithsy sports and has served on the Board of Diseof the
Society for American Baseball Research as Treasimee 2001.
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Appointed Officers (appointed by the Governing Boad)

DANIEL L. LEAVITT, District Clerk,

is the delegate from the Town of Barnard. Mr. liggyrew up in

Barnard, attended public schools in Barnard anddémek, Vermont and graduated as an Electricalrigsgifrom
Northeastern University in Boston, MA. He has wamfkat a number of engineering companies in Vernmidaty
Jersey, New Hampshire and Massachusetts befomaireguvith his wife to Vermont to raise their fagil He has
been working in the software industry for over thiyears. Since returning to Vermont he has seaged volunteer
on a local fire department, on the Barnard SchamrB and with various other organizations suchhasBoy
Scouts, FIRST Robotics and Woodstock Ski Runne¥d. Leavitt has been involved with ECFiber since it
beginning when dial-up and satellite internet wire only options available in Barnard. As a fiveay ECFiber
customer, he is proud to proclaim the wonders efrttaFiber-To-The-Home service at his home, moantfive

miles from the nearest paved road.

MARTIN J. BLUMBERG, District Treasurer,
Thetford. He spent most of his professional camgra Partner of Price Waterhouse, a predecessor tdir
PricewaterhouseCoopers, with a focus on AccourgimAudit Assurance. He is a Certified Public Actamt and
a life member of the American and Pennsylvaniaititss of CPA’s. His work experience was quite dsifeed
between companies, large and small; publicly-owaed private; corporate, non-profit and governmenital
addition, he also coordinated accounting and awglifupport to lawyers, including document managéraed

frequent expert witness testimony.

was previously an alternate delegate from the to#n

His community activities have been similarly divéesl. Board Member and Chairman of the Southeaster
Pennsylvania and South Jersey Blood Region of timerfgan Red Cross; Board Member and Treasurer eof th
Southeastern Pennsylvania Chapter of the Amerieah @oss; Treasurer of the Pittsburgh Public The8ward
Member UMPC Montefiore Hospital, Treasurer of Jéwisamily and Children Service of Greater Philadilph
More recently, Treasurer and Leadership Counddsiier Lifelong Learning Institute at Dartmouth.

GOVERNING BOARD. Each participating town has a seat on the Di&rgoverning Board, appointed
by the Selectboards of each town. Additionally 8stectboards appoint one or two alternate delegddelegates
and alternates are considered members of the GogdBoard, but each town has one vote.

Barnard
Daniel Leavitt

Bethel
Matthew Washburn

Braintree
Jackson Evans

Brookfield
Dan Childs

Chelset
(vacant)

Granville
Richard Poole

Hancock
Scott Gillette

Hartford
F.X. Flinn

Montpelier
Vacant

Norwich
Irv Thomae

Pittsfield
Marion Abrams

Pomfret
Bob Merrill

Randolph
Jeff Tolbert

Reading
John Malcolm

Rocheste
John White

Royalton
Dan Kinney
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Sharon
Dave Karon

Stockbridge
Joshua Trudeau

Strafford
Stephen Willbanks

Thetford
Jim Masland

Tunbridge
Vacant

Vershire
Nate Thames

West Windsor
Ken Parrot

Woodstock
George Sadowsky



ValleyNet, Inc. Governance

Founded in November 1994, ValleyNet is governedabBoard of Directors, comprising not less than
seven nor more than fifteen members. The primarparate purpose of ValleyNet is to provide andlifate
community-based information resources for the Uppennecticut River Valley region of New Hampshireda
Vermont (the “Upper Valley”). Its offices are loedtin Royalton, Vermont. ValleyNet's initial opeiats included
offering dial-up internet services as a commerdamérnet service provider, managing over 6,000 aot
ValleyNet sold this portion of its business in 208 ce then, ValleyNet's predominant focus hasmeassisting
in the development of community-based broadbandhguily FTTH) infrastructure for the Upper Vallepd White
River Valley areas of Vermont.

ValleyNet was instrumental in forming ECF, and athed certain development costs on behalf of ECF,
and now the District, including retaining the seed of consultants to undertake the initial andicaal planning
and the financing of the Network.

ValleyNet Management Team Resumes

Many ValleyNet board members and staff have subiataexperience in building and operating
telecommunications networks from start-up to falherational status.

STANTON WILLIAMS, ValleyNet Board Chair and CFO, has 30 years of international
telecommunications experience. As its Chief Fimerofficer, Mr. Williams oversees all treasurycaanting and
reporting functions, prepares budgets and projestisupervises the Chief Information Officer andipipates in
management team business strategy developmenteldecoms career began with Cellular Communicatidms,
(one of the original applicants for US cellularelitses) in 1988, and continued with various publicged spinoff
companies, including Cellular Communications of iudrico (CCPR), Cellular Communications Internadb
(CCIL), and NTL (now Virgin Media), all based in WeYork, New York. Mr. Williams was Chief Financial
Officer of both CCPR and CCIL when they were sad&BC/Cingular (now AT&T) and Mannesmann/Vodafone,
respectively, in 1999. CCPR was a cellular operatoPuerto Rico, and CCIL was instrumental in hapthe
Omnitel Pronto Italia consortium secure the sedbalehn cellular license in 1994. NTL, now Virginédia, is the
largest cable company in the United Kingdom. Mrll¥fns lives in Norwich, Vermont. He is a former mieer of
the school boards of Norwich, Vermont and the Deas8chool District, Hanover, New Hampshire. Mr. \&fhs
received an A.B. in Physics from Dartmouth Colleg®nover, New Hampshire, and a Master’s in Business
Administration from Harvard Business School, AlistdMassachusetts.

CAROLE MONROE, ValleyNet CEO and Board Member, has 30 years of technology and leadership
experience. As its Chief Executive Officer, Ms. ivloe is responsible for oversight of all activifiégancial
commitments and contracts and has full resporsilidr the profit and loss of the operations aslaslstaffing of
senior managers and leads the management teanusinéds strategy development. As a Broadband @Gansu
Carole worked with the City of Keene, NH on a Giig&hty vision. As the Executive Director of Nddampshire
FastRoads, she lead the build of the regional -iptic network in western New Hampshire delivermigabit
broadband to community anchor institutions, busiaesand residents. Prior to her work with New Hsimrp
FastRoads, she spent ten years as the CIO for Ifrdfikrce University in Rindge, N.H. and the pms two
decades at BankBoston as a Vice President andeShnical Manager Networking Services. Carole Monxes
co-chair of Monadnock Connect, a predecessor to Nampshire FastRoads, founded in 2001. She wagswbare
of the Monadnock Economic Development Corporatioart) of directors and the Monadnock Community Hiadpi
board. She holds a MBA in finance from the Uniugrsif Connecticut and a bachelor's degree in margerom
Western Connecticut University.
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ValleyNet Board Members

Fletcher Kittredge, Biddeford, ME
Paul Millman, Bellows Falls, VT
Andrew Montroll, Burlington, VT
Leslie Nulty, Jericho, VT

Timothy Nulty, Jericho, VT

John Roy, Boston, MA

Charles Sherman, Strafford, VT
Donny Smith, Blooming Prairie, MN

ValleyNet Management

DANNIELLE MUMMA, Outside Plant Officer: Dannielle Mumma has over 15 years of experience in
broadband telecommunications network fieldworktings survey, contractor coordination, project ngeraent,
and make-ready facilitation. She has a bachelatgek from Castleton State College. As ValleyNEligside
Plant Officer, Mr. Mumma is responsible for the dayday operation of the outside plant and assediattivities,
including oversight of customer drops, new builde Imaintenance, power, and all such related pletitities.

COREY KLINCK, Chief Technical Officer: Mr. Klinck began employment with the District iDP1.
Initially hired as an installation technician, hpoficiency in network administration quickly leaol a position as
Assistant Network Operations Manager. While emplogie ValleyNet, Mr. Klinck completed a course ins
networking equipment, at Community College of Vermmat the top of his class. Following the departaf the
District’s former Chief Technical Officer, Mr. Klek was selected as a replacement based on priormence and
complete knowledge of the existing District networks its Chief Technical Officer, Mr. Klinck is sponsible for
design, engineering and operation of network systand the Network Operating Center of the Dis{iietluding
the voice switch partition), evaluation and setatof equipment and software, negotiation with \@sdassistance
with customer provisioning.

JOHN VAN VUGHT, Chief Information Officer: John Van Vught serves as a consulting accounting
administrator to outside firms. He has 37 yearaamounting experience, 30 years of managementiergerand
20 years of telecommunications experience. Prigoitong ValleyNet, Mr. Van Vught served as CFOBafrlington
Telecom for 8 years, following 12 years as Regiohaounting Manager for TDS Telecom, Northfield, \VAle
holds a B.S. in Accounting from Fairleigh Dickinsoniversity. As its Chief Information Officer, Man Vught
is responsible for setting up and managing custoaseounts and database information systems, nmaimgai
accounts and handling billing.

MANAGEMENT DISCUSSION AND ANALYSIS

PURCHASERS OF SERIES 2018A BONDS SHOULD BE AWARE AH THIS IS A HIGH-RISK
INVESTMENT WITH NO GUARANTEE THAT THE DISTRICT’S BUSINESS PLAN WILL BE REALIZED
AS PRESENTED OR THAT PROJECTED RETURNS TO SUCH PURBSERS CAN BE MET.

Expansion of the Network

The Network has a total of approximately 565 fuperational miles of fiber and will have approxielgt
750 total miles of network by year end and 920 siidg June 2019. Proceeds from the Series 2018ABwill be
used for the purchase and installation of fiberttam approximately 354 miles of utility poles ma@ady in 2017
and early 2018. This could add an additional 1,8@€§iomers for a total of 4,000 customers and 9&€srof fully
operational Network passing 12,800 premises over rixt twelve months, more than tripling the Netisr
customers and miles of lines in the three and atfeypars since the District began operation héf historic rate of
5 customers per mile holds, the District could ¢walty have over 4,600 customers on these 920 roildiber.
Each succeeding year, the District plans to indiadir on the utility poles made ready in the py@ar and to
perform additional miles of utility pole make-reaggrk until all of the municipalities in the Disttihave service.
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The District plans to select the areas where thiemated 250 miles of utility pole make-ready wonkep
the next twelve months will be performed baseddbrgon the number of prospective customers that lexpressed
an interest in connecting to the Network. In ordegauge potential customers’ interest, the RQistras set up a
web site where prospective customers can regisér interest. The web site is www.ecfiber.netésulibe. There
is no obligation on those expressing an interesservices to actually purchase any services. énDfstrict’'s
experience, 75% of those who subscribe becomeroessowhen service is available.

These numbers may vary significantly dependinghenDistrict’'s ability to timely complete construmti,
weather, the availability of material and labordaie willingness of potential customers to sultwcrio the
District’s services. The estimates contained Imerieicluding the 2018 budget and five-year finahpi@-formas
below, are based on several assumptions, inclubirtgnot limited to that the District will succeskjuraise
$8,500,000 from the sale of Series 2018A Bondsimatwt additional indebtedness in future years itogabver $14-
18 million to continue its expansion program.

Management believes that expansion of the Networkhe scale described is possible because: (i) the
Network is not over-building existing commerciabta companies; (ii) the Network’s pricing is comipeé with
other available internet and telephone servicéptlfe District offers a service superior to aher existing internet
and telephone services available within the Dist(ig) ValleyNet has an experienced staff bothhia construction
and operation of this Network and in the broadéectemmunication industry, (v) the District does rafter
television and thus has saved the capital and gnagiing costs; (vi) the District is a community-lzhgeot-for-
profit service; (vii) the District does not pay pesty taxes on its facility plant; and (viii) op&ray the Network as
an open access system allows any other servicedprothe opportunity to supply a service for a Yeéhout
making a large capital investment.

Overview

2017 marked the seventh year (sixth full year)drations for the District and the fourth year tefaslily
increasing Earnings Before Interest Taxes and edren (“EBITDA”) margins. The District has nowaved
well beyond its start-up phase and is planningitarfce and build all unserved locations in its 24Rkiuipal
member area by 2020. The District again met itarftial goals of positive operating cash flow (befoapital
expenditures) sufficient to more than cover iteriest and principal payments. The District endgtir2with 2,282
customers, an increase of 693 over the period gedr- The District ended Q2 2018 with 2,693 custsmd he
District was again close to its subscriber per natget of 5 with approximately 4.8 customers pdgem

The District competes effectively by providing:

1. Reliable high internet speeds which are symmetrited same up and download speeds) and are
realistic, not “up to” (that is, the District steg to actually provide the speeds for which itdamsrs
are paying at ALL times, unlike most of its compas);

2. Simple, stable pricing. Over the last six years Ehstrict has increased its speeds but not itepri
with no contracts, fine print, or data caps (limots the amount of data that can be downloaded in a
month). (For example, the District’s basic spasd@ased from 5 Mbps to 17 Mbps over that period
and will increase further to 25 Mbps within 12 ms)t

3. Local and personable customer service. Phonearswered by an employee during business hours
without an automated queue, including weekend drsesvice;

4. Local ownership and control. Governing Board meamslmeeet monthly to set policy and are actively
involved in promoting ECFiber within the communiand

5. Valued community services. The District offers 088rcommunity anchor institutions (schools, town
facilities, and libraries) its highest level of @ee for its lowest monthly fee. (One high sch@l
reportedly paying a private operator $2,000 per ttndar 1 Gbps service and a multi-year contract.
When the District reaches this school it expectoffer the same service for $74/month and no
contract).
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Revenues

The District offers two principal services: Intetrconnectivity (currently 17, 40, 200 and 700 Mbgsd
VOIP-based voice phone service with unlimited loligfance calling throughout the United States.@adada (and
a comprehensive package of features). The Distisct offers limited ancillary services such aceaiail, static IP
addresses and dark fiber/wholesale connections.

The two most important variables determining reweare:
i) The number of actual connections per mile of finé&nastructure, and
ii) Average Revenue Per User per month (“ARPU").

The District’s financial plan has as its primagag of connecting approximately 5 customers pee roii
plant in service for more than two years. As ot&maber 31, 2017, the overall average was 4.6 per, however,
at June 30, 2018, the customers per mile wereclager to the District’s historic average of 5 pate. In 2017, the
District experienced steady growth to end the y#a?,282 customers, slightly below the goal of 2,48stomers
stated in its April 2017 revenue bond offering meamdum projections (“projections”), despite havifudly
completed only 499 miles of network versus its gctgd goal of 650 miles.

Residential ARPU was stable in 2017 at $100 andniBas ARPU was also stable at $134. The ARPU for
the first half of 2018 was $102/140 per month fesidential/business customers respectively. ARRilldes
VOIP telephone service which is taken by approxélya80% of customers and costs $20 per month &ideatial
and $30 per month for businesses.

As of December 31, 2017, revenues of $3,072,522 %&d,061 more than projections. Service Revenue
for the first half of 2018 increased by 47% over #ame period in 2016.

Cost Of Goods Sold, Gross Margin and Operating BEsge

In 2017 the District’s total operating expense [eding depreciation) was $1,391,684, $103,141 below
projections. Its operating expense growth was 28%pared to 2016, well below its service revenuemgroof
36%. Operating expense growth (excluding depriecipivas 24% for the first half of 2017 as compatedhe
same period in 2016.

Cost of Goods Sold (i.e., the direct inputs — baidtdwand telephone connections purchased to prdhigle
services plus pole rental) in 2017 was $15,303 faivan projected, at $453,447 (approximately 19%ekice
revenue.) Cost of Goods Sold (i.e., the directimpibandwidth and telephone connections purchagschvide the
services plus pole rental) in the first half of 804as 17% of service revenue.

Labor and Other Operating Expenses for 2017 inedkay 29% and 26% respectively and 18% and 13%
respectively in the first half of 2018.

EBITDA - Earnings Before Interest, Taxes, Depréocratnd Amortization

EBITDA is calculated as gross revenues less alratjmgy expenses (excluding depreciation) and was
significantly positive in 2017 as the District walsle to achieve further economies of scale inpesrations (i.e., it
was able to add more customers without increasgigperating expenses proportionally). The Distichieved
significant positive EBITDA of $1,680,868 in 201%$114,103 better than projected. Excluding capgjtahts, the
District EBITDA was higher than projected by $92383

Balance Sheet

The District's Net Fund Position at year end 201aswegative $3,372,562, a decrease of $596,638
compared to the previous year. The decrease in 2@%7due to interest expense and bond originaten. f The
District has assumed the negative Net Fund Positmn ECFiber LLC. The accumulated losses from ftret 7
years of operations are characteristic of the egpelgrs of capital-intensive undertakings of thist smd are
consistent with the long-term business model.
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Discussion Of Key Performance Indicators

1.

CapEx (Capital Expenditures) per connected custofifés measure increased slightly to $6,200 per
customer in 2017 versus just over $5,800 over 24H 8ignificant capital was spent on fiber that is
planned to be lit in 2018.

CapEx (Capital Expenditures) per lit fiber mile: erBistrict’s target for capital expenditures pér li
fiber mile is $30,000. CapEx per lit fiber mile wstable in 2017 at $28,600 even as significanttabpi
was spent on fiber that is planned to be lit in@01

Connected customers per mile of installed fibenpldhe business plan calls for a minimum average
of 5 connected customers per mile (after two yeaservice) of plant and the District has maintdine
this level in the past. This indicator declined4t8 in June 2018 as large pieces of network mileage
were activated because new plant initially hadiredly few customers per mile and it takes someetim
for connections to “catch up” with newly extendddmp. Increasing penetration over 5 per mile will
reduce the capital cost per customer.

Customer Accounts Receivable - Days: This is amcatdr of the ability of the District to realize
revenue in a timely manner. High receivables cao Ak a sign of customer dis-satisfaction. Days
receivable increased to 19.2 days in 2017 due tscustomer receivables, which have since been
paid. Customer receivables were in the normaleafd. 1.4 days.

Net customers lost (or gained) or “Churn” or negrpises lost (or gained) mostly includes customers
(premises) who 1) move and the replacement residees not immediately take service or 2) are
disconnected for non-payment. The District disemi® some customers each month, but most are
reconnected when they pay their bill, arrange fpagment plan or a new owner or tenant moves in.
The District's net premises disconnected increasgdé in 2017 and by the end of 2017 the
organization had only disconnected 48 net premise®tal since inception. This low historical
“churn” rate demonstrates the quality of the Dittsi services and their importance to its customers
See — “THE DISTRICT — Premises Connections & Disemntions” table for an historic list of net
customers lost or gained.

Customer and Subscribers added per week: The ®istdded 13.3 customers per week in 2017.

Subscribers (defined as potential customers wasgngce but not yet connected) were added ata rat

of 40.4 per week — this figure is higher than costs added because many of the subscribers live
outside the current range of the District’s litwetk.

[The Remainder of this Page is Intentionally Leifarik]
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actual projected

[ 2012 | 201« | 201t | 201¢ | 2017 | 201¢ | 201¢ | 202C | 2021 |
(unaudited
Customers 55z 947 1,201 1,58¢ 2,28. 3,36: 5,02¢ 6,83¢  8,38¢
chang 254  39¢ 25¢ 38¢ 692  1,08C 1,66¢ 1,81  1,54¢

Capex per LitFiber $33,0¢ $25,79° $28,20( $31,87. $28,.87 $31,88! $31,72( $31,54° $33,59:
Mile 8
Capex per Custom $7,98° $5,17¢ $5,51¢ $5,80¢ $6,18¢ $7,14: $7,06¢ $6,55( $5,68"

Capex per Passi $2,36¢ $1,84: $2,01: $2,02: $2,02: $2,27¢ $2,26¢ $2,25! $2,40(
Customers per Mile 4.1 5.C 5.1 4.¢ 4.€ 4.t 4.t 4.€ 5.¢
Miles 13: 19C 23t 32¢ 49¢ 758 1,12( 1,42( 1,42(
passing 1,86t 2,66( 3,29( 4,56¢ 6,98t 10,54: 15,68( 19,88( 19,88(
Avg Rev per

Customer per Month
Residentic  $87  $101 $10¢ $101 $10( $101 $101 $101 $101
Busines $12: $14¢ $15¢ $13¢ $13¢ $13¢ $13¢E $13¢ $13¢

Customer Acct: 17.t 11.2 125 11.¢ 17.¢ 13.C 13.C 13.C 13.C
Receivable-Days

Net 4 (28) 1 3 (6) (57) (25) (34) (42)
Premises(Lost)/Gained

cumulative (13) (41) (40) (37) (43) (200 (125 (159 (201
GrossMargin % 65% 80% 86% 83% 81% 82% 84% 82% 81%
Recurring Rev

Recurring EBITDA 22% 36% 39% 42% 48% 53% 54% 58%
Margin

Customers added p 4.¢ 7.€ 4.¢ 7.5 13.2 20.¢ 32.C 34.¢ 29.¢
week

Subscribers added g 9.7 7.8 9.1 15.2 40.< 25.¢ 27.¢ 23.¢ 10.C
week

[The Remainder of this Page is Intentionally Leifarik]
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Nearly 2,467 subscribers are waiting for servicthan12 towns to be constructed in 2018.

Subscribers

BARNARD 93
PITTSFIELC 58
POMFRET 84
STRAFFORL 117
THETFORLC 347
WEST WINDSOF 107
TOTAL 2017 BUILD 802
2018 Builc
BRAINTREE 75
BROOKFIELD 14¢
GRANVILLE 36
HANCOCK 25
ROCHESTEF 10t
STOCKBRIDGE 10C
WOODSTOCK 102
TOTAL 2018 BUILD 592
TOWNS FULLY BUILT IN 2017/1¢ 1,39¢
OTHER 10 TOWN! 1,07:
TOTAL 2,467

“partial build 30 miles
In the District’s experience, 75% of those who suibe become customers when service is available.

Outlook for 2018 and Beyond

Phase | of the District's plan is to complete theld out of the unserved regions of its 24 member
municipalities (approximately 1,400 miles of thesfdict’s 1,700 miles of roads) by 2020.

Operationally, the District plans to continue toude on the following:

increasing revenues faster than costs,

maximizing the number of connected customers,

increasing speeds but not prices,

continuing to build increased network redundancyirbglementing self-healing 10 Gbps rings such
that the majority of customers are fed from hulih \&inetwork connections,

completing design of the entire remainder of thédvhs,

completing make ready on the 281 miles for 2019dbprojects, and developing capabilities to
complete a total of 1,400 miles of network by 20&d

7. connecting approximately 1,300 customers over #x¢ twelve months.

PwnNpE

ou

Financially, the District continues to be on traclgenerate sufficient positive operating cash flowover
its 2018 and future debt service requirements. jeBtions for 2018 and beyond generally extrapokatisting
metrics regarding capital expense (build cost piég emd subscriber), revenues (penetration ratdsA&PU), and
expenses (cost of goods sold, labor, pole renthkrp The District has had substantial experigpiagecting
operating expense and capital expense since thption of service in August of 2011 and most okthmetrics are
stable and well-known. The major unproven megithe ability to increase penetration rates abogeurrent level
of 4.8 customers per mile. The District does né¢nd to raise prices for internet and phone serwvighe future
but, if demand is sufficiently robust to maintaionbl coverage covenants, some price decreases npnsbidle in
the future.
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Completion of 1,400 miles of network and increasedtket penetration per mile will require a totaba#-
18 million additional financing in 2019 and 202 2017 and early 2018 the District completed tksigh and
make ready for 250 miles of construction in 20Mbw the District (including ValleyNet) faces theatlenge of
continuing to ramp up its operations to connectarusrs on these miles in 2018 and 2019.

The following table contains the five-year projeatibased on the District’'s current metrics, asutised

above.

FIVE YEAR FORECAST

Miles of FITH Broadband
Lines
Customers
per mile
Penetratiol
ARPU- Residentie
ARPU- Comnercial
Gross Revenue
Cost of Goods So
Labol
Other Expens
Operating Earnings/EBITDA
EBITDA as % o
Revenu
Debt Service (P&l)
Series 2016 A Boni
Series 2015 Note
(Refunded in
Q2 2017)
Series 2017 A Boni
Series 2018 A Boni
Series 2019 A Bors
Series 2020 A Boni

Total Parity Debt
Service

Cash Flow After Debt Servi
EBITDA Coverage of Parity
Debt Svc

Revenue Coverage of Par
Debt Svc

2017 201¢ 201¢ 202( 2021 2022
auditec  projectet projectec projectec projectec projectec
499 753 1,120 1,420 1,420 1,42(
2,28: 3,36: 5,02¢ 6,83¢ 8,38¢ 9,04(
4.€ 4.t 4.t 4.¢ 5.¢ 6.4
32% 31% 31% 34% 41% 459
$99.7" $100.9. $99.9: $98.8¢ $98.6. $98.3]
$133.5 $144.3 $134.3 $135.0( $135.0( $135.0
3,072,55.  4,222,97"  5,427,45 7,482,720  9,420,15 10,548,95
453,44 645,32 834,68: 1,291,50 1,71559  1,870,67
588,94 665,19 875,66t  1,148,92 1,241,499 = 1,425,557
349,29 590,20« 705,88. 851,27 926,00 947,81
1,680,86:. 2,322,25. 3,011,22°  4,191,02. 5,537,051  6,304,88
55% 55% 55% 56% 59% 609
440,93t 440,93t 635,93t 633,13t 645,13t 656,33
3,260
597,70 853,86 853,86¢ 1,113,86° 1,212,16' 1,225,51
128,36l 466,76. 466,76. 651,76:. 651,81
182,56 438,16 438,16 580,82
193,979 465,549 465,549
1,041,905 1,423,166 2,139,137 2,845,911 3,412,782 3,580,049
638,96. 899,009. 872,08t  1,345,11. 2,124,27.  2,724,83
1.61 1.63 1.41 1.47 1.62 1.76
2.95 2.97 2.54 2.63 2.76 2.95

[The Remainder of this Page is Intentionally Leifarik]
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Pro Forma Balance
Sheet, Year Ended:

ASSETS

Cash- Unrestricte:
Accounts Receivab
Debt Reserve Fui
Reserve Contingenc
Fund

Due from ValleyNe
Total Current Assets
Fixed Asset (net

Note Prepayment Cos

net of amortization
TOTAL ASSETS

LIABILITIES AND
NET FUND
POSITION
Accounts Payab
Accrued Intere:
Loans Payable Curre
Total Current
Liabilities

Existing Parity Note
New Bond:

Loans Payab

Deferred Compensati
Contingent
Liabilities/Accrued
Expenses

Total Long Term
liabilities
Invested in Capite
Assets
Unrestricted defic
Total Fund Net
Position

LIABILITIES AND
NET FUND
POSITION

2017 2018 2019 2020 2021 2022
$6,229,79 $4788,47¢ $1,344,38. $1,3(1,27¢ $ 397,97¢ $1,27026¢
158,86: 173,54 223,04 307,50 387,12¢ 433,51
800,00 1,070,000 1,340,000  1570,35  1,570,35  1,570,35
50,000 188,600 347,800 407,800 407,800 407,800
336,78 238,33 238,33 238,33 238,33 238,33
757544 6,45995¢  3,4356(  3,82527C  3,0(1,59:  3,92027Z
12,404,228 21,101,20 30,955,13 38,194,47 38,952,99  38,533,46
1,056,000 960,524 831,776 28,0 574,831 476,468
$21,035,72 $28520,687 $35280,471 $42722,767 $42529,41¢ $42,93020€
202,99 - - - - -
202,99 - - - - -
23,805,00 32,305,00 40,11(,00C  48,150,00( 47,375,000 46397,33¢
103,079 158,527 113,159 67,945 27,006 27,006
184,21 88,21 - - - -
24,092,295 32,551,743 40,223,159 48,98% 47,402,006 46,424,345
12,404,285 21,101,205 30,955,135 38,194,47%B,952,993 38,533,466
(15,663,851 (25132,26) (35897,82) (43,689,64) (43825,58) (42,027,60)
(3,259,566) (4,031,056) (4,942,688) (5,495,178) (4,872,590) (3,494,138
$21,035,72 $28,5:0,687 $35260,471 $42722,767 $42,529,41¢ $4293020¢

[The Remainder of this Page is Intentionally Leifarik]
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The information in this section, including but dmhited to the information and date in the tablesl a
charts, and all financial and economic informatoamtains statements that should be considered &fatooking
statements,” meaning they refer to possible fuauents or conditions. Such statements are gepédaihtifiable
by the words such as “plan,” *hope,” “expect,” ‘iesite,” “project,” “budget” or similar words. Thechievement
of certain results or other expectations containeslich forward-looking statements involve knowrl amknown
risks, uncertainties and other factors which mayseaactual results, performance or achievementessgd or
implied by such forward-looking statements to diffieom such forward-looking statements, and sudfeminces
may be material. Neither the District nor ValleyNsxpect or intend to update or revise any forwao#ing
statements contained herein if or when expectationsevents, conditions or circumstances on whiabhs
statements are based occur or change.

THE NETWORK

The District will undertake the current and futyreases of the construction of the Network, and aiper
and manage the Network with ValleyNet under the r@pegy Agreement, described below and attached as
APPENDIX E.

Overview of the Network
The Network is designed to be:

Universal Every location, including residential, businassl institutional, along the routes selected within
the Service Area will have access to the netwotkther, it is the policy and commitment of the it
ultimately to provide access to its service to 100Bthe premises within the entire territory of thé
member municipalities of the District. Until thi®g is achieved no funds will be paid by the Ddtrio
the municipal constituents of the District.

Open Access While the Network will provide retail serviceisternet and telephone) directly, the Network
also will be available on non-discriminatory terrfs, a fee, to any other qualified service provigdro
wishes to use it to deliver retail communicatioas/iges.

Financially Self-Supporting The Network operations are funded solely from Bhistrict's revenues after
the payment of its bond obligations, without taxereues or the financial resources of the member
municipalities. The Network’s capital expenditueee funded by the sales of bonds and the Digrinte
cash flow, also without taxing authority and memtesources.

Upgradeability The District is confident that its Network can hggraded in the future. The optical fiber
installed by the District has virtually infinite pacity. The only limits are those imposed by tleeteonics

that are attached to the fiber. The current GP@Ndard equipment, such as the District has irstals
already beyond the realistic limits of copper-batsathnologies available to premises that will besed by

the Network. Further, with minor upgrades the aurrgystem can deliver 1 Gigabit per second to every
customer. To upgrade the Network to deliver 1§aBits per second would require replacement of only
the Network’s electronics at the Network Operai@enter and hubs and at each customer premise at an
estimated cost of only $500-1000 per customer lmrao fiber replacement would be necessary. Even
higher speed GPON standards are currently undelaaent. The useful life of the fiber optic portiof

the Network is believed to exceed that of any knedternative network infrastructure.

Construction of the Network

A significant cost of the construction is the pnegion of utility poles for installation of the #p cable
(known as utility pole “make-ready”). This work usidertaken by the utility companies that own tbkep (local
electric or telephone companies), with costs passad them to the District. Vermont law regulatks availability
of poles and costs that can be charged for the wesldy work. See “Pole Attachments” below. Thekaready”
costs incurred under the previous phases have tbthabasis for the estimates of these costs ifbukmess plan
for the 2018 and beyond. See “Regulatory Factoesdvb. During 2018, the District plans to have 2&ies of
utility poles made ready for installation of optider in 2019. To install fiber on these polasdaconnect
customers, the District will need to sell additibhands in 2019.
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Construction begins only once the District has inszkpole attachment licenses from the utility camyp
pole owners. Pole attachment licenses have alfeeely received for certain sections of the 250 nnilade ready in
2017. Experience to date is that this can take @ah® sometimes more) months from the date of egipdin, to
allow for the required survey of pole routes, ahd application and “make ready” process. Once meddy is
complete, fiber is attached to the poles and spli@epending on the length of the specific netwsektion, this
work is done by either in-house crew (for shortgifds) or by contractors. By the end of 2018 thstiit intends to
construct approximately 188 new miles of fiber astructure bringing the total to approximately fhBes and
expects to have passed approximately 10,500 premise

Customer Connections

The District is planning to complete approximat&200 new customer connections in 2018. Customer
connections require cutting into the fiber netwéokinstall a fiber access point (“FAP”), splicingdaattaching a
fiber-optic “drop wire” from the FAP to a networkterface device at the residence or business,rgplthe drop
wire to the network interface device, battery ifiaten, and wiring an Ethernet and phone connecfrom the
network interface device to new or existing wiringhe residence or business, and installing aerouthe cost of
this work is approximately $1,200 per connectiorbéopaid from the proceeds of the 2018A Bonds.s Wark is
done by in-house crew and technicians as well esdmuicontractors. The District has been operatirgprtions of
the Service Area since the end of August, 2011hasdachieved penetration rates of an average wtdroers per
mile. This experience has been incorporated ifte business forecast and pro forma projections (see
“MANAGEMENT DISCUSSION AND ANALYSIS” above).

Technology

The Network utilizes the latest International Telmenunications Union (ITU) standard GPON transport
platform (ITU-T G984 GPON 2.4/1.2). The networlcanfigured using the 2.4/1.2 Gigabit GPON ratpeesis for
access to the global “internet cloud” depend orclpasing “upstream bandwidth” from Tier 1 and Tieca2riers.
internet access is provided using high packet tiinput switches and routers chosen from any of sévecognized
vendors of such equipment. Customers have a nuofbsgeed choices depending on their individuadsesnd
appetites.

Voice telephone service is being provided through use of a telephone switch partition managed by a
reliable provider of VOIP.

At this time the District does not plan to provittaditional multi-channel cable television services
Various types of video programming delivery sersiege available via the internet. With the supeinternet
access service provided by the Network, managerbelves that many customers will opt to obtainewid
programming from an “over-the-top” service. Maayge media companies currently are or are plarioipgovide
video content over-the-top. Because of the sigaifi expense of configuring a headend facilityrfareption of
traditional cable television signals, and the iasieg costs of acquiring programming, it is beltbteat providing a
traditional cable service is unlikely to be finaadly sound.

Physical Security

The Network Operating Center has alarm point deveagable of sending Simple Network Management
Protocol (SNMP) alarm messages to dedicated sefwersetwork surveillance. The Network Operatingn@r is
manned during working hours and is backed up hbyrietans with instant messaging and after-hourlsstedport.

In addition, certain technicians have the abilitystee” the Network from home over the internefatailitate certain
maintenance/repair functions. Network security ievigled by a variety of methods, including industtgndard
hardware and software. These provide a barriavdest the Network and outsiders by blocking physicaess to
sensitive areas and equipment, and electronic sdogsor to certain types of internet traffic. Thetwork
Operating Center and key Network equipment areosed within a secure “envelope” within the main hub
building, providing additional physical securityntEance to this “envelope” is strictly controlledt the Network
Operating Center, adequate alternative current @@)er already exists. This is converted to 4&-divkct current
(DC) for the DC equipment, with a 30Kva invertecapverting the DC back for the AC equipment. Thase
backed up by redundant batteries capable of progiflihours of backup for essential telecommunindaiimctions.

A back-up generator provides additional securitytifie power source.
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Customer Billings and Collection

ValleyNet, under the Operating Agreement, perfooustomer billing and collections functions utiligia
combination of industry-standard outsourced anghqgae-created internal systems. All customer resemill be
deposited with the Bond Trustee. See “SOURCES AFMENT AND SECURITY FOR THE SERIES 2018A
BONDS - Revenue Pledge” herein. The average agereivables has been stable at approximately §5-da

Customer Service

ValleyNet provides customer service representativies are responsible for incoming calls, initiatioh
service calls and follow-up, walk-in customer seeyichange of service and upgrade requests, aornation calls.
They are trained to assist customers in choosiagrbst appropriate service mix. Customer servipeegentatives
provide basic technical assistance, turning custeroeer to the technical support group when theywarable to
resolve a problem. ValleyNet employs local resideas customer service representatives, and progdels
individuals with adequate training and authoritptdve problems immediately. The District belietest providing
an adequate number of local, well-trained personaehddress customer needs provides it with a cbtivee
advantage in the local and rural environment incihi operates, and is cost-effective in the oVgnalvision of the
Services.

Products and Services

The District provides retail communications sersigan its own account: internet access, and voice
telephone service. The District may offer cust@dizservices to other customers including “dark rfibe
“connectivity” (“pure” circuit capacity of variouspeeds and specifications), and “local loops”.

Internet Access

The Network provides high-speed internet accessicgeto customers, enabling customers to access and
use the internet at higher speeds than otherwigigable from the incumbent providers in the Servicea. The
basic data service for residences is symmetribal §ame upload and download speed) 17 Mbps, wétlogtion to
purchase additional connectivity up to 700 Mbpaditional cost

Currently, many households that will be passednleyNetwork have only dial-up, satellite, fixed viass,
or cellular connectivity. Even in those areas vete@me broadband service is available, the Didiglieves that its
services are markedly superior to many of thoserlg on copper-based infrastructure for any digamnt part of
their systems. DSL, wireless and some cable modetworks have far less local distribution capacityd
frequently constrain the speeds that can be delives customers to below what customers have aldend are
paying for. Certain competitive providers - primasatellite and fixed wireless and some cablgpampose data
caps on the total amount of data that can be daseldin a given month. The District imposes ndvstaps. As a
result, while, the District’s regular download sgeérom outside of the Network may not appear tsigaificantly
faster than those provided by some other cariieessuperiority of the District’s local network diies the District’s
customers to experience higher actual internetsacspeeds and superior reliability compared toitiernet
services that may otherwise be available to theme. District is confident that its Network can begtarled in the
future. See “Upgradeability” above.

Telephone Services

The District provides a comprehensive package ofP/telephone services. All advanced calling fesgur
and unlimited long distance to Canada and the @Snamfuded. Voicemail is charged at an extra casitincludes
the capability to deliver each received voicemadlssage via email. Currently, approximately 80%usftomers
receive VOIP service from the District for an agthil charge.

Marketing and Sales Plans

The local nature of the District and its municipaémbership affords the opportunity for a marketing
strategy that is less expensive than a traditiexakrtising campaign. The experience of otherlammunicipal
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FTTH overbuilds, and the District’'s experience &dej have demonstrated that community-owned contation
networks have the advantage of being able to neaditess word-of-mouth, community and town eveants
volunteer efforts to market the new services. Th&rict and ValleyNet believe that there has besad will
continue to be strong support and appeal withinntleenber municipalities, and among potential custemef a
municipal-owned telecommunications provider, whasenues are generated by and stay in the commuwiitgh

is controlled by the municipalities, and which po®s locally staffed customer service. The Disthias set up a
web site where prospective customers can registegir tinterest in service. The web site is
www.ecfiber.net/subscribe.

The District has been able to obtain substantiedll@press and television coverage including suport
editorials from widely read local newspapers. Vodans have provided presentations at local civentsy sports
competitions, and similar local gatherings. Furtfidre District submits an annual report to everyiipality that
is included in the “Town Report” distributed to #dlvn citizens as part of annual Town Meeting Dae District
delegates are often called upon to answer quesiiotdé®r report verbally at their Town Meetings. dsesult, the
District has an established and well-recognizeddbtaroughout its 24-municipality area.

The District also currently provides discounted dwitlth to over 55 municipal facilities (town halls,
garages, police stations), libraries, schools, athér town-related institutions (community centests,.). For the
lowest residential price ($74 per month), thesétirntgons receive the District’s fastest speed fently 700 Mbps).
This has resulted in substantial goodwill towalds District.

Initial marketing continues to be done by word oduth and door hanger/door-to-door canvassing for
initial subscriber acquisition within the desigrchteew build-out areas. A referral program has bésen developed
to encourage existing customers to refer theirht®mgs. Annual or bi-annual postcards are senntwestowns
within the District to encourage new subscriptiamsl referrals. The District maintains an activedgbmok page
with nearly 1,000 followers through which both isthy and Network news are disseminated. Broaduwasiprint
advertisements, and sponsorship of local activéresalso used selectively.

Regulatory Factors

State and Federal Jurisdiction

The State of Vermont Public Utility Commission feerly known as the Vermont Public Service
Board, the “PUC") possesses jurisdiction over ptexs of “telecommunications services,” and opesator
of “cable television systems.” 30 V.S.A. 88 20825It does not regulate internet access servivey
person or entity wishing to provide telecommunimasi or cable television services (but not internet
access) must obtain a separate Certificate of ®@adod (a “CPG”) for each of these two classesnfise
from the PUC. This applies equally to municipahti such as the member municipalities, as welligaatp
entities.

The District does not currently operate a “cablevision system” as defined by the law. In
addition, the District believes that VOIP does monstitute “telecommunications service” under the
relevant legal definitions. Nonetheless, as th€ Fas not conclusively determined the status of R/Ol
services, the District and ValleyNet have decideadluntarily operate the Network consistent withny
of the obligations of a fully regulated telecomnuations service provider (e.g., provide universaVise).
Consequently, ValleyNet, as the operator of thewdst, sought and was awarded a CPG for
telecommunications services (CPG No. 880-CR, Jyn20@8) as a “non-dominant telecommunications
carrier,” subject to the regulatory requirementgligpble to that carrier class These requiremargdess
restrictive than those for an “incumbent local exofpe company” (an “ILEC”). The District has also
chosen, at its own discretion, to obtain a Telecamications CPG because it believes that its positio
within its Service Area may become such that th€ Pty wish to exercise jurisdiction in order toteab
the public good. (The District also sought and aamrded a CPG for telecommunications services). By
obtaining a CPG now, the District will be betteepared for the expected day when it will take oa th
duties and responsibilities of a regulated entity.
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District’'s Rates Not Subject to PUC Regulation

The District’s internet access services and telecanications services are not subject to rate or
price regulation by the PUC. As noted above, tb€ Rloes not regulate internet access servicesh Wit
respect to telecommunications services, pursuafPU® Rule 7.500, the PUC specifically exempts non-
dominant carriers like the District from rate regjidns or any requirements to file rate tariffshatthe PUC
(the previous PUC orders that granted CPGs to Wd#e and ECF Holding LLC for the provision of
telecommunication services specifically noted thay are non-dominant carriers).

The District’s internet access services and telecanications services are not subject to rate or
price regulation by the PUC. At the federal levgtjther Congress nor the FCC have opined whether
VOIP is or is not a “telecommunications servicefedily subject to regulation under Title Il. Hovesy
VOIP is subject to a variety of FCC regulationstéd in piecemeal fashion, with the practical rethat
VOIP service is in some respects regulated veryhnike telecommunication service. For example, FOI
revenues are subject to assessment under the Ifédigk@rsal Service Fund, as are revenues from the
provision of ‘“telecommunications” and ‘“telecommuations service” (the latter being
“telecommunications” offered on a common carriagsis).

Pole Attachments

Most of the Network is constructed as “aerial platitrough connection to existing utility poles.
Federal law requires that certified carriers barpited to attach their cables to existing utilitlgs. This
requirement is further regulated in Vermont pursuarRule 3.7 of the PUC. Rule 3.7 requires thaeas
to existing utility poles must be provided to bdide carriers (i.e., those holding CPGs and broadba
service providers) and sets out the terms and @uwes for obtaining such access. Rule 3.7 presziiie
time that can be taken by the pole owner to makeydor prepare) the poles, the amount that can be
charged by the pole owner to make ready the pales,the annual rental for pole attachments. Despit
these regulatory protections, the District hasonishlly experienced certain delays (beyond thpseified
by regulations) in utility pole make-ready work imgcumbent utilities, but is working cooperativelythv
the utilities to improve this process. On unufgasion, a private easement is required, whichcaage
delays in constructing short network segments.

Other Matters

The Vermont Statutes include provisions imposingtade conditions on the offering of
telecommunications services by a municipality. phrticular, any losses which may occur from such
activities must not be paid by taxpayers, and aryises provided by municipalities to facilitatechu
activities (e.g., access to municipal property) ntnespaid for on fair market basis. 24 V.S.A. 8§39

Support From the State of Vermont

Neither the District nor its predecessor, ECF,rieasived any financial assistance from the United
States Federal government up to this point. Thé&ribigand ECF before it) has received assistandbe
form of grants and certain dark fiber made avadlatd the District by the state acting through the
Department of Public Service (“DPS”) (and prior one 30, 2015 the Vermont Telecommunications
Authority or “VTA”).

Since 2013, the District has benefitted from twdfedent state programs: “dark fiber”
infrastructure and grants to help build fiber-opfacilities and offer broadband internet services t
locations currently without access. In 2014, tieA\awarded a grant totaling $215,000 to help thstriit
build fiber-optic facilities and offer broadbandemet services to locations within the Towns ofH&é
Norwich, Randolph and Thetford, which the Districis how completed. In 2015, the DPS awarded
$365,000 in Connectivity Grants to the District f{glale upon project completion) for partially served
census blocks in the Towns of Norwich, PittsfieRlandolph, and Royalton. These projects were
completed by the District and the funds were remkiin the first quarter of 2017. In 2016, the DPS
awarded the District a Connectivity Grants of $068, (payable upon project completion) for Network
expansion, which was completed in the first quart&x018.
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Orange County Fiber Connector

In late 2012, the District entered into an agredméth the VTA to lease strands of fiber on the
Orange County Fiber Connector (OCFC). The VTA twused this dark fiber project to be “lit” by
broadband and mobile service providers. The Disgiamong the providers who have leased fibendsa

For the Orange County Fiber Connection, the Dishas an Indefeasible Right of Use (IRU) for
30 years beginning September 26, 2012 for 36 strahdiber across 35.14 miles. The District pays t
State 1/3 of the costs to maintain the networkjuding annual pole rental, regular maintenance, and
outage repair. Additional strands are availabtddase.

The route of the 36 mile OCFC includes section$iwithe Towns of Chelsea, Vershire, West
Fairlee, Thetford, Strafford, and Sharon. Constoanctbegan in 2013 and was completed in 2014.
Although the District did not bear the cost of binlg the line, there were significant sectionsha tine
which the District would not have built on its owdye to the low density of potential consumerssoAthe
District did incur certain notable costs, includitng design and installation of Fiber Access Paiwtigch
are necessary to gain access to the leased filagrdstto be able to connect customers or to bypiloiss
from off the OCFC. In order to avoid ongoing lepsgments for this mileage, the District was reggiito
invest more than $330,000 in connections and s@ads by May 2014, which was met.

Other State of Vermont Dark Fiber

In 2017, the State of Vermont completed 80 miledark fiber construction to connect Business
Broadband Improvement Districts in very rural araad to provide fiber to micro-cell sites to enhanc
cellular communications through sparsely populaeghs. In lieu of ongoing fiber lease charges on 48
strands of fiber along the 80 miles, the Distrigtesed to invest $200,000 at that time and an anfditi
$546,078 in additional fiber construction over f@ars. These commitments have already been met. As
with the OCFC, the major value to the Districthie tbility to pass through sparsely populated sgeting
to clusters of potential customers who are intexkst service. The Vermont Department of Public/ise
("DPS"), as successor to the VTA, made this das&rfirun available for customer connection in treosd
quarter of 2017.

The terms of the District and State of Vermont Agnent allow for the District to own the 80
miles of 144 strand fiber with an IRU to the State/ermont of 96 strands. The District has acces$3t
strands of fiber along the route. It charges badke State its share of pole rentals and maintEneosts.
The District plans to invest additional funds togsd from operations or proceeds of the Serie8201
Bonds or additional Bonds, for connections and spads along these 80 miles of dark fiber and betiat
will be able to do so, as it did with the OCFC (¥8eange County Fiber Connector” above).

RISK FACTORS

In making investment decisions, investors must lytheir own investigations and evaluation of the
merits of a particular investment. Any investmentluding purchasing any of the Series 2018A Boriuzs
particular risk factors an investor should revievd @&valuate. The following is a summary, whichsipet purport
to be comprehensive or definitive, of some of tisk factors an investor should consider before lpasmg any of
the Series 2018A Bonds.

Technological and Market-related Trends

The District's business model is based on totalicgated revenue streams from each prospective
customer, the ARPU. The District offers residdnt&édephone services including unlimited callingyahere in
North America plus 17, 40, 200, 700 Mbps symmetiit@rnet connectivity for between $66 and $148 menth
(plus equipment rental fees). Business rates myfetlsi higher. Internet-only service is also avhaita

In developing the financial model for the NetwoARPU projections are based on the expected avefage
all purchased services. The District and Valleylnticipate that these revenue streams will costifar the
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foreseeable future (approximately five years). Hwosr, the composition and mix of the revenue streaay

change over time, and in potentially significantysrdhat make it difficult to project the preciseusme of the
Network’s overall ARPU. Over the longer term theaiability of high speed internet connectivity tastomers is
expected to result in migration of many servicesp@rticular phone service) to general availabiitythe internet.
The Network’s service offering and pricing have rbestructured to anticipate this development. Néwdesss,

ValleyNet and the District will have to manage th@ential migration of customers from purchasingdias of

specific services to purchasing undifferentiateid ‘flipe” connectivity so as to maintain an adequetenue stream
to meet the financial obligations of the Distriot the Network, including debt service paymentss fpossible that
in managing this transition there may be some enosf the District’s customer base or the NetwokRPU, or

both, that could have an adverse effect on theiBtistbusiness and its financial condition.

Competition

Internet Services The internet access market is not fully devafope many portions of the full 24-
municipality Service Area. Moreover, in choosingigthroutes to build with funds raised, the Distrigtves top
priority to unserved areas where residents andnbasi have few competitive alternatives. Howeveg th
environment is becoming more competitive througiegeen and unforeseen developments at the natiegainal
and local levels including those described below.

The District’s current and possible future compestinclude:

° Cable companies: Cable companies, offering ctddvision services along with high-speed
internet connectivity services and voice servicestently cover substantially less than half of the
entire 24-municipality Service Area. Cable operatdrave not indicated any intention of
expanding significantly outside their establishedds in town centers, but within the portions of
the 24-municipality Service Area they serve, thpseviders will compete directly with the
Network and the services. The District’s busing@ss assumes a relatively low take-rate in areas
served by cable.

° Incumbent telephone companies: The incumbent helep company, Consolidated
Communications Inc., offers Digital Subscriber Lifi@SL) services over much of the full 24-
municipality Service Area. The actual availabilijnd quality of DSL varies widely both
according to the user’s distance from the optitadtecal interface and with the quality of the
copper plant. In some portions of the Service Aheadistances are long and the copper quality is
generally poor. The District has experienced iss lof a few subscriptions where DSL has
become available to a household prior to the Rish#ing able to connect the household.

° Wireless providers and 5G: The District faces cefitipn from two or more cellular-based
wireless providers offering wireless broadband isess but currently have a relatively small
presence due to limited geographic coverage. Howévese are expected to expand in the future.
Many providers of this service have restrictive mhdn usage caps that limit the amount of
internet access a subscriber can obtain at andaffte cost. Although these providers have been
upgrading the speeds they provide nationally byratigg from 1X/2G to 3G to 4G to 5G
equipment, in many areas of the Service Area the@man speeds provided are still limited by
3G (or even 1X/2G) equipment. Although portionstteé U.S. have seen the rollout of 5G in
densely populated areas, it is unlikely that 5G k¢l available in areas like the District for many
years.

° 4G LTE fixed wireless services: As a result ofaage Federal grant, these services began
competing in the Service Area in mid-2015. Thigeldss service faces the normal wireless
coverage and reliability issues in the hilly, héavorested terrain of the Service Area. The
service is attractively priced but does includeadatps. Nonetheless, the service could be
competing with the District for customers who onignt internet access.
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° Non-cellular wireless internet: These companidizatolder technologies than 4G LTE and have
limited coverage in some parts of the Service Arddeir services are generally similar to or
slower than DSL and they face the same wirelessrege issues mentioned above.

° Satellite internet: These providers cover mosthaf District's Service Area. The District’s
experience indicates that most customers find patellite-based internet services to be of high
cost and of poor and unreliable quality, includgignificant latency or delay which limits the use
of certain internet services. Most providers oftkérvice have restrictive monthly usage caps that
severely limit the amount of internet access a @iy can obtain at affordable cost. In some
cases, satellite video providers have developed fparketing arrangements with wireline carriers
(“bundles™) who offer DSL-based internet servicdgah enhance the attractiveness of the latter.

Voice Services For residential voice services, the Districhparily faces competition from a single large
incumbent wireline telephone operator. For busireswices, to the District faces competition frone tsame
operator, as well as resellers of the operatortwari&. Other competitors include cellular operat(aigectly and
through home base-stations) and VOIP services uistaget connectivity.

Payment: Limited Obligation

The payment of interest on and principal and redemprice of, the Series 2018A Bonds will be pdgab
by the District solely from the Revenues. No otteenues of the District or any of the municipaditthat make up
the District are obligated or expected to be atglao make any payments of interest on or prin@paedemption
price of the Series 2018A Bonds. No assurance eapréwvided that the Revenues will be sufficienpay the
interest on and the principal and redemption poidhe Series 2018A Bonds when due.

Additional Parity Debt

The District may incur additional obligations tantliprojects and such additional obligations mayhea
parity basis with the Series 2018A Bonds. Such deinld be subject to compliance with the covenaegsrding
Additional Indebtedness (seéAdditional Indebtedness: Subordinate Bonds and Nas and Other
Indebtedness” above)

Additional Subordinated Debt

The District may incur additional obligations tantliprojects and such additional obligations mayhe
subordinate basis with the Series 2018A Bonds.

Financing Risk

The final construction of the 284 miles of plannsitity pole make-ready work in the next twelve ntiom
will require significant additional financing to mhase, install, and splice the fiber optic cabtel @onnect
customers. The provision of FTTH services is @pittensive, particularly in rural areas wheressulber density
is lower than in urban and suburban areas. In 200P2020 the District will require $14-18M to cdete its
construction of 1400 miles of unserved territofjhere is the possibility that District may be ureabb borrow
sufficient funds to finance those costs.

Diseconomies of Scale

The District is much smaller than its competitonsl anost facilities-based telecommunications casrier
This fact results in somewhat higher per subscrdosts (both operating and capital) than its coitgset The
Network also requires a fixed amount of administeapersonnel despite currently having a relatighall number
of customers over which to spread these costs.h Bbthese factors increase the Network’s costtivg to its
competitors.

The District and the Network

Potential Institutional and Administrative Complexity. The District is undertaking the construction of
the Network and owns and operates the Network wigthcomplex institutional structure. The Distikigoverned
by a Governing Board comprising 24 delegates, oora £ach of the municipalities, and the Governilogrd elects
the Executive Committee from among its memberse Nitwork is managed, operated and maintained uhder
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Operating Agreement between the District and Valety The District has established policy and ofirega
protocols and ValleyNet is responsible for impletirenthose pursuant to the Operating Agreemente District is
itself a governmental entity, and as such its divare subject to open meeting and public dssoie requirements
that differ significantly from those of private lmesses or nonprofit organizations. This may liorithinder the
District’s ability to manage its business with teme efficiency and flexibility as its competitorEhe complexity
of this institutional structure may impose sigrafit burdens on all its participants, and in paldicon ValleyNet,
to develop and put in place many practices andegiaes that are uniquely tailored to the circuntstarof the
proposed undertaking. The unique aspects of théssmght and management structure could adverdédgta
decision-making or other actions that, in turn,|dduave an adverse impact on the completion oftcocton, the
management and operation of the Network, and ttaméial condition of the District.

Rapidly Growing Enterprise. The District is an organization in its eightrayef operation and, as such,
expects to incur net income losses as it connect#tieal mass of customers to the Network. Opegaearnings
(EBITDA) from the Network became sufficient to cow#ebt service in 2015. Various developments, utised
here and elsewhere in this Limited Offering Memakam, could impact the overall financial performarcehe
Network and the District.

These include:

° Delay in pole make-ready by incumbent electric esblelcommunications providers;

° Delay in delivery of optic fiber cable or other kewaterials;

° Unexpected difficulties in construction, spliciregnd testing;

° Increases in the cost of equipment, or delays taining equipment as needed;

° Failure of the equipment to meet performance egpiects; or

° ValleyNet's inability to rapidly develop and depldiie Network as planned, or provide the
Services currently planned, resulting in fewer costrs or lower average revenue per user, or
both.

Management Team The District will be undertaking the construatiof the Network, and managing and
operating the Network, under the Operating Agredmeth ValleyNet. ValleyNet's ability to performnder the
Operating Agreement depends largely on the expeatisl reputation of its personnel. Loss of anypgengonnel or
the inability to recruit and retain qualified in@iwals by ValleyNet could have an adverse effecthendevelopment
and implementation of construction projects, thenagement and operation of the Network, and then&iah
condition of the District.

Construction Risks. There are many diverse risks attendant to angtoaction project, including (i) the
non-performance by or disputes with one or moreapei contractors or subcontractors on various &spgche
Network, (ii) disputes with labor unions or similabor disputes that could disrupt the constructibthe Network,
including increases in labor costs, (iii) the urimlity of certain materials or products necegséor the
construction of the Network, (iv) environmentakdsand hazards, (v) natural disasters, (vi) actgaofor terrorism,
(vii) inclement weather, (viii) shortages of, antcp increases in, energy, material and skilleddaix) delays in
obtaining or inability to obtain necessary permips) defective plans and specifications, and (x@plggical,
construction, excavation, regulatory and equipnpeoblems. These risks may cause construction slétaythe
Network that increase the cost of construction bdyavailable funds. There can be no assurancettieat
construction of the Network can be accomplishedatiog to schedule and within the construction idgr the
Network.

Plant additions in 2018 will involve constructiof approximately 250 miles of fiber optic cable aaml
additional 250 miles of utility pole make-ready wofThe sequencing and pace of construction ofvtloik is based
on a number of engineering/design, operational business-related factors that will continue to bether
delineated and refined following issuance of theeSe2018A Bonds, and could have a significant neltadverse
impact on currently projected financial results.
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In the opinion of ValleyNet, the largest risk asated with construction is preparing the utilitylg® to
which the fiber optic cable will be attached (knoaa pole “make-ready”’). The fiber optic cable engrally
attached aerially along roadways to utility polesned predominantly by Green Mountain Power, Wadieimg
Electric Co-op, and Consolidated Communicationsditgls. Some of these poles may be co-managed by
Consolidated Communications Holdings and the aasmtipower utility. Other poles may have attachsémm
cable companies and other competitive telecommtiaicacarriers. ValleyNet works on a collaboratbaesis with
all utilities within the framework of federal anda® pole attachment laws and regulations. Fedenabnd State
regulation guarantee that make ready must be dometimely manner according to defined rules, dredtiming,
costs and terms contained in these rules are tefléc ValleyNet's financial projections. Neverlss, the make-
ready task is proportionately large and represgsignificant portion of the capital budget. Tlueénistrative and
physical logistics associated with keeping the rraleely effort on track, on budget and on schedosep a
substantial challenge and delays are possible. Sletdys may delay construction and in turn postptires
anticipated flow of revenues. Annually, ValleyNstperiences delays in make ready, which resultelayd in
connecting some customers and generating revelmuaddition, ValleyNet may need to obtain easeméntgole
access from private property owners in some sextdrihe existing pole runs. Failure to obtain saaements at
reasonable cost and in a timely manner could dmagtruction, and could adversely impact the Qiggrifinancial
condition.

ValleyNet, on behalf of the District, has enteratbia long-term lease for a portion of the buildthgt
houses the Network Operating Center with a righfirst refusal to buy the entire property. Theen de no
assurance that in the event a third party seelmitohase the property, the District will be ableptochase the
property pursuant to its right of first refusal anduld have to seek and then move to another lmtatiAny such
event could have an adverse impact on the finanoradition of the District.

Cost Overruns. While certain of the costs of the constructidthe Network are reasonably well known,
it is still possible for costs to vary from estirestt If there were to be material cost overruns,sitepe of the
construction project might have to be reduced ditahal financing might be required.

Impact of Inflation. Dramatic increases in the rate of inflation doatlversely affect the construction of
and the operation of the Network if ValleyNet, gse@ator of the Network, is unable to increase obsrtp
customers to match such increases

Network Operations. The District, through its operator ValleyNets@imay face a number of challenges
in managing and operating the Network that are comto all telecommunications operators. Theselehgés
include ensuring the availability of subscriber ipguent that is compatible with the network and nuang sales,
advertising, customer support, and billing and ezlbn functions, while providing reliable Servicdsgat meet
customer expectations. Failure in any of thesesareald adversely affect customer satisfactiorreiase subscriber
churn, increase costs, decrease revenues and m@érave a material adverse effect on the Disériotisiness and
financial condition.

Like any telecommunications company, the provisibiservices will depend on the continuing operation
of the Network’s information technology and comnuations systems. Any damage to or failure of tlegstems
could result in interruptions in service. Interriops in service could reduce revenues and preafitd, the District's
reputation and standing could be damaged if peloplieve the Network is unreliable. The Network particular
due to the extensive outside plant, is vulnerablgaimage or interruption from earthquakes, tertratisicks, floods,
fires, power loss, ice and snow storms, wind evyeaklscommunications failures, computer virusesater denial
of service attacks or other similar events. Notddlithe Network components will be fully redundaanhd the
District’s disaster recovery planning may not bequdite given the nature or extent of the failuFe occurrence
of a natural disaster or unanticipated problemthatNetwork Operating Center and administrationlifgecould
result in lengthy interruptions in service and adety affect operating results.

Plant and Equipment Obsolescence Technological advances in the fields of satellind cable
television, high speed internet access, telephoderelated areas occur at a rapid pace. If any etitogs in the
Service Area implement such advances (and not mgipect to the Network), such advances may rerder t
Network, in whole or in part, at a competitive digantage. While the Network will include state-bétart fiber
technology and the Network is highly scalable, (tlee speed and capacity of service at an inalelagerate can be
provided with minimal physical changes to the Nekyponevertheless there can be no assurance thaiefu
advances in technology will not render the Netw@ksome portion thereof) obsolete.
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The District’'s communications plant consists priityaof fiber optic cabling and the electronics that
transmit and receive optically and electronicaic@ded data. The substantial majority of the it capital
investment is in the optical cabling (including design, make ready work by other utilities to wlléor its
placement, attachment materials, attachment lapat splicing). The District’s auditors have allalxge 30 year life
for such investments but industry experience hasvstihat the fiber plant remains viable for welleo\80 years.
Each fiber strand is technically capable of trattsng many thousands of times the rates that aneectly being
transmitted; to effect an order of magnitude upgradspeeds, only the electronics at each endedétifand need to
be upgraded. The District Board does not belibeg¢ its fiber optic cabling is at risk of being olete within 30-50
years, but it has provided an adequate budgeteioogic maintenance electronics and replacemeot@tbn of its
fiber optic plant when needed.

In a GPON network, electronics are located onlythet customer premise and at the regional hubs
(approximately one per town). This equipment igently capable of transmitting 1 gigabit per setam both
directions. The District estimates that it repaabout 5% of these electronics each year andhlasorated that
experience in its budget. The next step in théutiam of GPON is to 10 Gigabits per second, whidhld happen
across the industry within 5-10 years. Althougle tistrict has not developed a detailed budgetsfach a
transition, it believes that the expense will ba@imil (relative to the overall cost of building tfileer optic plant)
and that such a transition, when necessary, wouwtkl g fiber optic based carrier an even greateaaidge over
copper based or wireless alternatives which woaldrdikely to achieve speeds in that range.

Aerial Plant. The vast majority of the District’s fiber optabling is attached to telephone poles (which
are owned by either the incumbent phone compariietocal power utility). This is true for the rodjy of the
power and phone systems in New England. This plrsubject to periodic disturbance due to weatmet
vehicular accidents, but such disturbances do lvatya require action by the District. The indusstandard,
Kevlar sheathed fiber optic cabling sits 4 feeblethe lowest power infrastructure and one footvabibhe phone
infrastructure. The District believes it has ar@uhte budget for periodic maintenance and replec#mlocation
of its fiber optic plant. The District also casi¢hrough ValleyNet) industry standard propertsuirance on its
plant (with a deductible and an overall limit ontastrophic damage). The worst instance to-dataetfvork
damage was an ice storm in December 2014 whichtedsin major damage to the phone and power grithén
town of Barnard, but damage to the Network wastéthto one spur road and a handful of downed rodubtise
connections (“drops”). This damage was 80% covdrnec Federal Emergency Management Agency (FEMA)
grant.

Security

Like any telecommunications enterprise, if the Nekis data security measures are breached, cussomer
may perceive the Network and its services as nairse ValleyNet believes that the Network’s seguaihd the
authentication of subscriber credentials are desigadequately to protect unauthorized access @ oatthe
Network. However, techniques used to obtain ur@igbd access to, or to sabotage networks chamegedntly
and may not be recognized until launched againtirget, and accordingly ValleyNet, as the operatothe
Network, may be unable to anticipate or implemeatgguate preventive measures against unauthorizessaor
sabotage. Unauthorized parties may overcome Nktsemurity and obtain access to data on the netwackiding
on a device connected to the network, and/or thiéyato make fraudulent phone calls on the Digtacswitch
partition. Thus, the provision of phone servicetigh the District’s switch partition introducegigancial risk. In
addition, because the Network will control custosh@nternet connectivity and phone service, unatitled access
or sabotage of the Network could result in damagthé¢ Network and to the computers or other devisesl by
customers. An actual or perceived breach of Netwawcurity, regardless of the District’'s or Vallesté
responsibility for the same, could harm public peton of the effectiveness of Network security mueas,
adversely affect the ability to attract and retiistomers, impose significant liability on the Ditand ValleyNet,
and have an adverse effect on the District’s bgsied financial condition.

Damage or Destruction of the Network

If the Network is damaged or destroyed to suchane that, in the best judgment of the Distribig t
Network cannot reasonably be restored to substhniia condition immediately preceding such damage
destruction, or the Network cannot be used to camryhe purpose for which it was intended, theristmay elect
not to restore the Network. Such a decision caulgsict repayment of the Series 2018A Bonds.
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Risks of Insufficient Revenues

The ability of the Network to generate revenuefigeht to allow the District to pay the obligati®ninder
the Series 2018A Bonds will be determined by thtwbf the District and other parties to perfotheir respective
contractual responsibilities under various agreégmehe revenues and expenses of the Districsaibgect to,
among other things, the capabilities of the Disteaind ValleyNet, the availability and quality ofoadband and
VOIP services with respect to the Network, demand atilization of the Network by the potential usén the
Service Area, the availability of financing to camh customers, changes in the population or theaom
condition of the Service Area, imposition of goweent price controls or taxes for particular broambaervices
offered by the Network, competition by other prarsl government regulations and licensing requirgsye
inflation and future economic and other conditioals,of which are unpredictable and may not be giahle or
determinable at this time.

Risk of Non-Payment by Customers

The ability of the Network to generate revenuedigeht to allow the District to pay the obligati®ninder
the Series 2018A Bonds depends on the ability efNletwork’s customers to pay their bills in a tignetanner.
Although the District currently has a relativelyMdevel of accounts receivable and has had limited-payment
disconnections and bad debt to date, there canobessurance that this experience will continuehim future.
ValleyNet does not check customers’ credit hisgibefore installing a connection to their homes.geheral or
localized economic downturn could also affect cos’ ability to pay in a timely manner.

Federal and State Regulation, Approval and Ovetsigh

The Communications Act of 1934, as amended by #lecbmmunications Act of 1996 (as amended, the
“Communications Act”), contains extensive provigothat are applicable to the offering of telecomioations
service (Title I1). Historically, internet accessrvice was wholly exempt from federal (and steggllation.

Neither Congress nor the FCC have opined whetheP\V® or is not a “telecommunications service”
directly subject to regulation under Title Il. Hewer, VOIP is subject to a variety of FCC regulasi@dopted in
piecemeal fashion, with the practical result tha@IR service is in some respects regulated very nlikeh
telecommunication service. For example, VOIP reesnare subject to assessment under the federaérsai
Service Fund, as are revenues from the provisiditetdcommunications” and “telecommunications segVi(the
latter being “telecommunications” offered on a coonncarriage basis).

State Prohibition of Local Government Providing &lband or Telecommunication Services

In March 2004, the United States Supreme Couriixon v. Missouri Municipal League, et al, helagth
Section 253 of the Communications Act, which fosbahy state or local law or regulation from protiilgy “any
entity” from providing any telecommunications seesi did not apply to state laws which forbid pobi
subdivisions within the state from providing telegounications service. If such a prohibition werdéoenacted in
Vermont and made applicable to the Network, basedhe recent Supreme Court decision, such a lavintmig
prohibit the District from providing telecommunigats service. However, any such legislation wowdddirectly
contrary to Act 79, which specifically authorizes \@&rmont municipality to acquire, own and operate a
telecommunications plant. 24 V.S.A. § 1912. Thevmion of the Communications Act at issue in thradd case
is only applicable to state or local statutes, l&ipns or other legal requirements prohibitingalogovernment
entities from providing telecommunications servités not applicable to the provision of cablestésion service.

Currently, several states have enacted laws thahilpt or limit municipalities from engaging in
telecommunications services including, Arkansadoxado, Florida, Louisiana, Minnesota, Missouri, bkieska,
Nevada, North Carolina, Pennsylvania, South Caagplifexas, Utah, Virginia, Washington and Wisconsi.
should be noted that several of these states dtioml residents to vote to authorize their muniltipdao build a
municipally owned broadband network. Further, mamnynicipalities have received such authorizatimmfrtheir
voters. It is not known whether other states (idzlg Vermont) will consider enactment of such $afion or a
variant of such legislation and whether any sugdislation might be retroactive in effect (to dadach legislation
has not been applied on a retroactive basis). FI31@ recently acted to overturn state prohibitionklorth Carolina
and Tennessee. Those orders are on appeal.
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Act 79 enacted into Vermont law in June 2007, exthji authorizes any Vermont municipality or groof
municipalities to engage in telecommunications eable television. Any reversal or diminution o&thuthority
granted to municipalities by that law could havenaterial adverse effect on the ownership, construcind/or
operation of the Network.

Litigation Risks

Although there are no actions now pending or, sokhowledge of the District, threatened, affecting
District, or the Network, there always is the paignfor litigation with a construction project te size and scope
of the proposed construction, including, but notitéd to, disputes with contractors and suppliangl challenges to
the District’s legal authority to undertake constren and own and operate the Network by competitorothers.
Any such litigation could have a material adverect on the construction and the ownership or apen of the
Network by the District.

Certain Matters Relating to the Enforceability log tSeries 2018A Bonds; Enforceability of Remedies

The enforceability of the obligations of the Distrunder the Series 2018A Bonds may be limited by
insolvency, reorganization, moratorium, fraudulenhveyance or other similar laws or by equitablegples
affecting the enforcement of creditors’ rights gatlg. The realization of any rights upon a deféay the District
will depend upon the exercise of various remediadlable to Owners of the Series 2018A Bonds. Gereemedies
may require judicial action which is often subjeztdiscretion and delay. See “SOURCES OF PAYMENNDA
SECURITY FOR THE SERIES 2018A BONDS — General” irere

Legal Opinions

The various legal opinions to be delivered conautyawith the delivery of the Series 2018A Bondd we
qualified as to the enforceability of the varioagdl instruments by bankruptcy, reorganizatiomlirency or other
similar laws affecting the rights of creditors geaily, and by general principles of equity (regasdl of whether
such enforceability is considered in a proceedimgquity or at law). The legal opinions to be dsled will
express the professional judgment of the attormegyslering the opinions on the legal issues explieitidressed
therein. By rendering a legal opinion, the opingiver does not become an insurer or guarantor aifelkpression
of professional judgment, of the transaction opiopdn or of the future performance of parties tchsiansaction.
Nor does the rendering of an opinion guaranteeadtineome of any legal dispute that may arise outhef
transaction.

Credit Rating

No rating has been obtained on the Series 2018A8Mom any securities rating agency nor is thene a
present intention to do so. As a result, the S&2#18A Bonds are unrated and represent a highmstment.
The lack of a rating may adversely affect the preseof a secondary market for the Series 2018A Bond

Secondary Market for the Series 2018A Bonds

There can be no assurance that there will be andacp market for purchase or sale of the Serie8201
Bonds. From time to time there may be no marketHerSeries 2018A Bonds depending upon prevailiagkat
conditions, including the financial condition or rket position of firms who may make the secondasykmst, the
evaluation of the municipalities and the Distriapd the financial condition and results of opersiof the
Network.

Projected Information

ValleyNet has prepared a projected five year faedar the Network as described in the Management
Discussion and Analysis section above. Such fetedafinancial information is based on assumptidesmed
reasonable by ValleyNet, but such assumptionstlama@ctual future financial impact will inevitabhary from the
forecast data, and such variance may be matedshdwverse.As with all assumptions about the future, no gugran
can be made that the forecasted financial infororatincluded in this Limited Offering Memorandum | wil
correspond with the results actually achieved ie fhture because actual events will certainly diffem the
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assumptions made by ValleyNet, and may differ nadlier With any given assumption, to the extentir
experience is more favorable than the assumptia@iwdik cash flows may increase. Conversely, toetttent
future experience is less favorable than a cermssumption, Network cash flows may decrease. Btedk's
actual future operations and financial conditionllwgertainly differ, and may differ substantialljrom those
projected, as actual future events and conditioils almost certainly differ, and may differ substatly, from
those assumed by ValleyNet. Future cash flows misp vary due to factors not considered by ValleyiNgts
projections and assumptions. Such differences neaynéterial and adverse. Actual operating resuleyrbe
affected by many factors, including, but not limitéo, construction delays, regulatory delays, ised
construction, operation and maintenance costs, tdaihen anticipated revenues (as a result of charnigesflation,
demographic trends, insufficient market penetratiaies, increased competition, technological chamdanges in
State or federal law, or otherwise), and local ayaheral economic conditions.

Information Not Verified . Information with regard to the Network, and timeancial projections, has
been obtained from ValleyNet. Some of that inforiorainvolves predictions with regard to future etgrsuch as
the expected operating expenses and revenues ddtveork; such information is, by its nature, nabject to
verification. None of the Municipalities nor the dbict has independently verified the informatiaroyided by
ValleyNet regarding the Network and the informaticontained in the Management Discussion and Arslysi
section above.

LITIGATION

There is no action, suit, proceeding, inquiry oresstigation, at law or in equity, before or by amurt,
regulatory agency, public board or body, pendingmthe knowledge of the District, threatened agjaihe District
affecting the existence of the District, or seekingestrain or to enjoin the sale or delivery lod Series 2018A
Bonds, the application of the proceeds thereoiiy @ny way contesting or affecting the validityemforceability of
the Series 2018A Bonds, the Resolution of which l[didwave a material adverse effect on the Networkthe
District’s ability to perform its obligations unde¢he Resolution or the Series 2018A Bonds., or ng way
contesting the completeness or accuracy of thigtedrnOffering Memorandum or any amendment or supple
thereto, or contesting the powers of the Distrithwespect to the Series 2018A Bonds, nor to tiewkedge of the
District, is there any basis therefore. See al4dEDISTRICT - RISK FACTORS - Litigation Risks”.

TAX EXEMPTION

Primmer Piper Eggleston & Cramer, PC, Bond Couttstie District, is of the opinion that, under dixig
law, interest on the Series 2018A Bonds will notirbeuded in the gross income of Owners of the €2eA018A
Bonds for federal income tax purposes. This opiri® expressly conditioned upon continued compkawith
certain requirements imposed by the Internal Reze@iade, which must be satisfied subsequent to #te of
issuance of the Series 2018A Bonds in order toragkat interest on the Series 2018A Bonds is antirues to be
excludable from the gross income of Owners of teeeS 2018A Bonds. Failure to comply with such reguents
could cause interest on the Series 2018A Bondstmdluded in the gross income of the holders ef Series
2018A Bonds retroactive to the date of issuancihefSeries 2018A Bonds. In particular, and withouttation,
those requirements include restrictions on the egpenditures and investment of proceeds of theeS@018A
Bonds and the payment of rebate, or penaltie®indf rebate, to the United States, subject t@areexceptions. In
the opinion of Bond Counsel, under existing lamcsi the Series 2018A Bonds are not “private agtivdnds”
under the Internal Revenue Code, interest on thiesS2018A Bonds will not constitute a preferentegni under
Section 57(a)(5) of the Internal Revenue Code toppses of computation of the alternative minimamitmposed
on certain individuals and corporations under 8ackb5 of the Code. However, interest on the SQM48A Bonds
will be included in “adjusted current earnings’coirporate holders of the Series 2018A Bonds anefibre will be
taken into account under Section 56(g) of the Godhe computation of the alternative minimum tgpléicable to
certain corporations. It should be noted that ieubhw 115-97, signed into law by the Presidenth&f United
States on December 22, 2017, repeals the fedéeahative minimum tax imposed on corporations éxable years
beginning after December 31, 2017.Bond Counselsis @f the opinion that each of the Series 2018Ad3ois a
“qualified tax-exempt obligation” for purposes aeffect contemplated by Section 265(b)(3) of the €¢Bank
Qualified”). Bond Counsel has not opined as tceotlederal tax consequences resulting from holtliregSeries
2018A Bonds. The foregoing does not purport t@alm®mprehensive description of all of the tax cqnseces of
owning the Series 2018A Bonds. Prospective purchadfethe Series 2018A Bonds should consult theimn tax
advisors with respect to the foregoing and otherctmsequences of owning the Series 2018A Bonds.
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On the date of delivery of the Series 2018A Boiiis)d Counsel will issue an opinion substantiallytia
form attached hereto as APPENDIX D — “Proposed Fof@pinion of Bond Counsel.”

UNDERWRITER

The Series 2018A Bonds are being purchased foferéog by Municipal Capital Markets Group, Inc. €th
“Underwriter”). The Underwriter is to be paid afef $169,253 with respect to its purchase of tegeS 2018A
Bonds. The Underwriter has agreed to accept dglimed pay for all of the Series 2018A Bonds if aarg
delivered. The obligations of the Underwriter @ebject to certain terms and conditions set fontreiBond
Placement Agreement among the District and the tiniter. To the extent permitted by law, the Didtthas
agreed to indemnify the Underwriter against cerliaibilities, including certain liabilities arisingnder federal and
state securities laws. The Underwriter may allamaessions from the public offering price to certdealers,
banks and others. After the initial public offeyiat the offering price or prices set forth on itn@de cover of this
Limited Offering Memorandum, the public offeringige or prices may be varied from time to time by th
Underwriter.

FINANCIAL STATEMENTS

The audited financial statements of the DistricoB®ecember 31, 2017 are included as APPENDIX A to
this Limited Offering Memorandum. Nathan Wech&e€ompany, the District’s independent auditor, hasbeen
engaged to perform and has not performed, sincedte of its report referenced therein, any proceslon such
financial statements of the District. Nathan Wéshalso has not performed any procedures reladiriigis Limited
Offering Memorandum or the Series 2018A Bonds.

The unaudited financial statements of the Disfoctthe six months June 30, 2018 are also includeth
this Limited Offering Memorandum. The unauditetaficial statements are not final and are subjedtaoge.

CERTAIN LEGAL MATTERS

All legal matters incidental to the authorizatiordassuance of the Series 2018A Bonds by the Disire
subject to the approval of Primmer Piper Egglesto&ramer PC, Montpelier, Vermont, Bond Counsel he t
District, whose opinion approving the validity atak exempt status of the Series 2018A Bonds wiltlbléevered
with the Series 2018A Bonds. A copy of the propoem of the opinion of Bond Counsel is attachedeto as
APPENDIX D. Certain legal matters will be passedfor the District by its disclosure counsel PrinmnReper
Eggleston & Cramer PC, Montpelier, Vermont andtfee Underwriter by its counsel, McCarter & Engli¢hP,
Boston, Massachusetts.

NO RATINGS

No application for a rating of the Series 2018A Bsthas been made to any securities rating ageocys n
there any reason to believe that the District wdwdde been successful in obtaining an investmexdegrating for
the Series 2018A Bonds had application been made.

CONTINUING DISCLOSURE

The District has undertaken for the benefit of daners of the Series 2018A Bonds to provide coimiu
disclosure pursuant to the provision of Rule 152%)(5) under the Securities Exchange Act of 13&lgmended,
the “Rule”). Specifically, the District and Munpal Capital Markets Group, Inc., as Disseminatiagest (the
“Dissemination Agent”) have executed and delivese@€ontinuing Disclosure Agreement dated the datthef
closing of the Series 2018A Bonds, for the bengffithe owners of the Series 2018A Bonds. The Biskras
covenanted for the benefit of holders and benéfmimners of the Series 2018A Bonds to provide aerfiaancial
information and operating data relating to the st(the “Annual Report”) and to provide notice$ the
occurrence of certain enumerated events. The ArReport and the notices of enumerated eventsbeaifiled by
or on behalf of the District with the Municipal $eities Rulemaking Board (the “MSRB”) through itéeEtronic
Municipal Market Access (‘EMMA”) system. These emants have been made in order to assist the Uritksrw
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in complying with Securities and Exchange Commis$Role 15¢2-12(b)(5) (the “Rule”). The Districtabligated
to comply with its prior continuing disclosure umnig&ings for the Series 2016A Bonds and Series RBands
and the District has complied in all material respavith such undertakings since its inceptiononfr2011 to 2015,
ECF sold tax-exempt notes directly to individuatgstors without an underwriter, placement agentiinancial
advisor and as such, the Rule was not applicaldeich notes and ECF did not enter into a Continbiisglosure
Agreement. However, ECF annually provided the malglers with updated information on ECF and thendek.
ECF did not report to the Securities and Exchangi@ission or post any material on EMMA concernimg notes
either at the time of sale of the notes or on dicaimg basis.

On the date of delivery of the Bonds, the Borrowed the Dissemination Agent, will enter into the
Continuing Disclosure Agreement for the Series Z0Bbnds substantially in the form attached hereto a
APPENDIX C - “Form of Continuing Disclosure Agreemé

VERMONT NOT LIABLE ON THE BONDS

The Series 2018A Bonds are not a debt or liabdityhe state of Vermont or any political subdivisio
thereof, or a pledge of the faith and credit ofstete of Vermont or any such political subdivisibleither the faith
and credit of the state of Vermont nor the taxioggr of the state of Vermont or any political suislon thereof is
pledged to the payment of the principal of or iestron the Series 2018A Bonds. The Act does nanhinway
create a so-called moral obligation of the statéaimont or of any political subdivision thereoffiay debt service
in the event of default by the District. The Disthas no taxing power under the Act.

MISCELLANEOUS

The summaries or descriptions herein of provismitte Act, the Series 2018A Bonds, the Resoludiod
the Continuing Disclosure Agreement, and all rafees to other materials not purporting to be quatefll, are
only brief outlines of some of the provisions tlefrand do not purport to summarize or describeoélthe
provisions thereof. So far as any statements agenn this Limited Offering Memorandum involvingatters of
opinion, whether or not expressly so stated, threyimtended merely as such and not as represergabifact.
Copies of the documents mentioned in this paragaaplon file at the offices of the District and frastee.

[Signatures on following page]
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The execution and delivery of this Limited Offeripmorandum have been duly authorized by the East
Central Vermont Telecommunications District.

EAST CENTRAL VERMONT TELECOMMUNICATIONS
DISTRICT

By:/s/ Irv Thomae
District Chair

By:/s/ Martin J. Blumberg
Treasurer
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April 30, 2018
To the 24 member towns and bond holders:

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control that it has
established for this purpose.

Nathan Wechsler & Company, PA, Certified Public Accountants, have issued an unmodified
opinion on the East Central Vermont Telecommunication District’s financial statements for the
year ended December 31, 2017. The independent auditor’s report is located at the front of the
financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s
report and provides a narrative introduction, overview and analysis of the basic financial
statements. MD&A complements this letter of transmittal and should be read in conjunction with
it.

ECFiber’s mission is to provide universal service within its 24 communities. On January 1, 2016
the East Central Vermont Communications District (“the District”), Vermont's first
Communications Union District as authorized by 30 V.S.A. Section 3051a, commenced operations
and assumed the liabilities and assets of its predecessor ECF Holding LLC, replacing the less
formal “interlocal contract” form of organization. The network is still controlled by its 24 member
towns and local taxpayer funds cannot be used to subsidize the District’s operations. The District
continues to market its services under the tradename ECFiber. Since inception, the District and
its predecessor have contracted with the local non-profit ValleyNet to design, build and operate
the network.

ECFiber has experienced several years of steady growth in customer base. The organization has
been able to translate most of its revenue growth over the past two years into increased Earnings
Before Interest, Taxes, Depreciation and Amortization (“EBITDA”) (see page 22). 2017 marked
the seventh year of operations. The organization has now moved well beyond its start-up phase
and is planning to finance and build all unserved locations in its 24 town area by 2020.

ECFiber competes effectively by providing:
1. Reliable high Internet speeds which are symmetrical (the same in each direction) and are not

"up to" (that is, ECFiber strives to actually provide the speeds for which its customers paying
are at ALL times, unlike most of its competitors,)
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2. Simple, stable pricing - over the last four years ECFiber has increased its speeds but not its
prices with no contracts, fine print, or data caps (limits on the amount of data that can be
downloaded in a month,)

3. Local and personable customer service - phones are answered by an employee during
business hours without an automated queue, including weekend on call service,

4. Local management and control - Governing Board members meet regularly to set policy and
are actively involved in promoting ECFiber within the community, and

5. Valued community services - ECFiber offers over 55 community anchor institutions (schools,
town facilities, and libraries) its highest level of service for its lowest monthly fee.

ECFiber’s Internet product offerings have been simplified in the belief it can create the most value
by offering a “big pipe” to each home and letting consumers choose widely available ancillary
services (such as video streaming, data backup, email, home networking, etc.) from other service
providers. This strategy has had the added benefit of reducing internal staffing requirements.
The one exception to this policy has been VOIP landline telephone service, which is offered to
remain competitive with incumbent carriers.

ECFiber relied on locally sourced financing through 2015 - by December 2015 it had local
investments of approximately $7M from nearly 500 local investors. Locally-sourced financing
allowed ECFiber to expand its network in a step-by-step organic fashion, butit made construction
and management of the piecemeal network and its expansion more difficult in several ways. In
2016 ECFiber completed a $9.225M offering of revenue bonds to refinance a portion of its debt on
more favorable terms and to cover 2016 capital expenditures, including funds to complete the
design and make ready for 250 miles of network it plans to construct in 2017. A similar offering
of $14.8M was completed in 2017.

During 2016 the District continued to benefit from two kinds of assistance from the State of
Vermont: dark fiber infrastructure and targeted grants. During the four years ending June 30,
2015 the Vermont Telecommunications Authority (VTA) designed and contracted for the
construction of 116 miles of multi-use, open-access dark fiber trunks within the District's
boundaries and leased a portion of each trunk's capacity to ECFiber on a long-term basis. That
infrastructure has allowed ECFiber to directly connect nearly all its hub locations, facilitated more
economical purchase of bandwidth, and allowed the organization to have a presence in 21 of its
24 member towns. In 2011-2014, ECFiber received VTA grants totaling $215,000 to extend service
to specified locations. In 2015 the Department of Public Service's Connectivity Division (as
successor to the VT'A) awarded ECFiber additional grants totaling $365,000 to be paid upon
coverage of designated census blocks; the last of these projects was completed in 2017. In
September 2016, the District was awarded further grants in two separate rounds for certain
additional locations. Round one totaling $156,500 scheduled to be completed by Q2 of 2018 and
round two totaling $72,500 scheduled to be completed by Q4 of 2018.

Page 2



Fast Central Vermont Telecommunications District
Executive Committee

December 31, 2017
Irv Thomae Chair
F.X. Flinn Vice Chair
Martin Blumberg Treasurer
Daniel Leavitt Secretary
Jim Masland Member at Large
Daniel Childs Member at Large
C.J. Stumpf Member at Large
John Bloch Member at Large
George Sadowsky Member at Large

Page 3



NATHAN WECHSLER & COMPANY

/PROFE TON AL SSOCIATION

CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS

INDEPENDENT AUDITOR'S REPORT

To the Members

East Central Vermont Telecommumications District
d/b/a ECFiber

Royalton, Vermont 05068

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of Hast Central
Vermont Telecommunications District “the District”, which comprise the balance sheets as of December
31, 2017 and 2016, and the related statements of revenue, expenses and changes in fund net position, and
cash flows for the years then ended, and the related notes to the financial statements as listed in the table
of contents.

Management’s Responsibility for the Financial Statements

The District's management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error. '

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities of the District as of December 31, 2017 and 2016, and
the changes in financial position and, where applicable, cash flows thereof for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, on January 1, 2016, the entity commenced full
operations as East Central Vermont Telecommunications District and assumed the assets and liabilities
of ECF Holding, LLC. Our opinion is not modified with respect to this matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’s
Discussion and Analysis and Budgetary Comparison information on pages 6, 7, 20 and 21 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information
The introductory section and the statistical tables are presented for purposes of additional analysis and
are not a required part of the basic financial statements. Such information has not been subjected to the

auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not
express an opinion or provide any assurance on it.

Concord, New Hampshire
April 30, 2018

Vermont #1.0028120
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

MANAGEMENT’S DISCUSSION AND ANALYSIS

Within this section of the annual financial report, the District's management provides narrative discussion
and analysis of the financial activities of the District for the year ended December 31, 2017. The District’s
financial performance is discussed and analyzed within the context of the accompanying financial statements
and disclosures following this section.

The District offers two principal services: Internet connectivity (currently 17, 40, 200 and 700 Mbps) and
Voice Over Internet Protocol (VOIP)-based voice phone service (with unlimited long distance calling
throughout the U.S. and Canada (and a comprehensive package of features). It also offers limited ancillary
services such as voicemail, static IP addresses and dark fiber/wholesale connections.

The District’s financial plan has as its primary goal the connection of more than 5 customers per mile on plant
in service for more than two years. As of December 31, 2017, the overall average was 4.6 per mile, due to the
large number of network miles added late in the year.

In 2017, the District experienced steady growth consistent with its average of 5 customers per mile of network
to end the year at 2,282 customers, but it did not meet its budgetary goal of 2,482 customers due primarily to
delays on 132 miles of network caused by late make-ready work on poles owned by the incumbent telephone
and power utilities.

Average Revenue per Month per Customer (“ARPU”) declined slightly. Residential ARPU declined slightly
to $99.75 per month due to the large number of customer added in Q3 and Q4, but, quarterly ARPU was
stable between $102.62 and $105 per month in 2017. Business ARPU was $134, down from $138 in 2016.
ARPU includes VOIP telephone service which is taken by approximately 80% of customers and costs $20 per
month.

Recurring service revenues (revenue excluding grants/installations) of $2.39M were 36% higher than the
level a year ago. For the full year 2017, recurring service revenue was below budget by approximately $91,000
(less than 4% of budget).

Installation revenues of $334,000 were $87,000 higher than budgeted due to extra charges for long or difficult
installations ~ regular installations cost $99.

The District kept its overall expense growth (excluding depreciation) to 29%, well below its recurring service
revenue growth of 36%.

Cost of Goods Sold (i.e., bandwidth and telephone connections purchased to provide the services plus pole
rental) in 2017 was 30% higher than in 2016 and was $16,000 lower than forecast, at $453,000 (approximately
19% of service revenue) compared to a budget of $469,000. (In the financials below Cost of Goods Sold was
restated for 2015 and 2016 to include pole rental expense - the years 2013 and 2014 are not directly
comparable because they do not include pole rental in Cost of Goods Sold.)

Labor and Other Operating Expenses for 2017 increased by 26% and 30% respectively (see Note 7). Labor was
over budget by $76,000 (15%) due to an unbudgeted year end bonus and hires in late 2017 which were
originally planned for early 2018 (the labor market is tight with unemployment in the area at 3-4% so we hire
when we can.) Other Operating expense was $176,000 (34%) below budget primarily because ECFiber did not
need to use any of its budgeted expense contingency.

(continued on next page)

Page 6



EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

MANAGEMENT’S DISCUSSION AND ANALYSIS

EBITDA is calculated as gross revenues less all operating expenses and again increased significantly in 2017
as the District was able to achieve further scale economies in its operations (i.e., it was able to add more
customers without increasing its operating expenses proportionally). EBITDA increased 85% to $1,684,000 in
2017. Installation and grant revenues will be eliminated or substantially reduced once network construction
in unserved areas of the member communities is substantially completed in 2020.

Recurring EBITDA (EBITDA without non-recurring revenues such as grants or installations) increased 49%
to $1,014,000 in 2017 versus a budget of $1,060,000 - $46,000 lower than budgeted due to lower customers
than budgeted.

The District’'s Net Fund Position at year end 2017 was negative $3,276,586 (the District assumed the negative
Net Fund Position from ECFiber LLC), compared to negative $2,775924 in the previous year. The
accumulated losses from the first 7 years of operations are characteristic of the early years of capital-intensive
undertakings of this sort and are consistent with the long-term business model.
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT

d/b/a ECFiber

BALANCE SHEETS
December 31, 2017 and 2016

ASSETS

CURRENT ASSETS
Cash

Restricted cash, bond debt service reserve and reserve

and contingency fund

Accounts receivable, net of allowance for doubtful

accounts for 2017 of 5,000 and 2016 of $2,501
Accounts receivable, grant
Due from ValleyNet, Inc.

Total current assets
PROPERTY AND EQUIPMENT, net
DEFERRED OUTFLOWS OF RESOURCES

Note prepayment premium, net of accumulated amortization

for 2017 $123,714 and 2016 $28,238

Total assets

LIABILITIES AND FUND NET POSITION

CURRENT LIABILITIES
Notes payable to investors
Accrued liabilities
Accrued interest
Notes payable

Total current liabilities

LONG TERM LIABILITIES
Bond payable
Notes payable to investors, less current portion
Notes payable, less current portion
Accrued liabilities, less current portion

Total long term liabilities

FUND NET POSITION
Invested in capital assets
Unrestricted deficit

Total fund net position

Total liabilities and fund net position

Gee Notes to Financial Statements.

2017 2016
$ 6,229,795 1,737,616
850,000 300,000
158,363 73,057

0 51,484

336,785 317,904
7,575,443 2,480,061
12,404,285 7,937,393
1,056,000 499,685

$ 21,035,728 10,917,139
2017 2016

$ 700 29,832
298,999 96,000
107,900 43,618
28,820 13,707
436,419 183,157
23,805,000 9,225,000
4,396 3,915,906

74,259 42,598
88,216 326,402
23,971,871 13,509,906
12,404,285 7,937,393
(15,776,847) (10,713,317)
(3,372,562) (2,775,924)

$ 21035728 $ 10,917,139
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

Years Ended December 31, 2017 and 2016

OPERATING REVENUES
Service revenue
Installation and activation revenue
Grant income
Miscellaneous income

Total operating revenue

OPERATING EXPENSES
Subcontract expense, ValleyNet, Inc. (Note 7)
Depreciation expense
Miscellaneous direct expenses

Total operating expenses

Operating income

NONOPERATING INCOME (EXPENSE)
Interest income
Bond origination fees
Original issue discount
Amortization, note prepayment premium
Interest expense, bonds
Interest expense, notes

Total nonoperating expense
Decrease in fund net position
Fund net position, beginning of year

Fund net position, end of year

See Notes to Financial Statements.

2017 2016
2,394,244 1,756,811
343,522 154,128
311,920 59,484
22,866 15,466
3,072,552 1,985,889
1,369,906 1,072,352
557,503 380,887
21,778 4,495
1,949,187 1,457,734
1,123,365 528,155
40,100 4,727
(409,500) (326,750)
(62,003) (211,389)
(95,476) (28,239)
(1,005,440) (297,633)
(187,684) (342,839)
(1,720,003) (1,202,123)
(596,638) (673,968)
(2,775,924) (2,101,956)
(3,372,562) $  (2,775,924)
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

STATEMENTS OF CASH FLOWS
Years Ended December 31, 2017 and 2016

2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers and grants $ 3,133,706 $ 1,952,605
Cash paid to suppliers and subcontractors (1,523,997) (1,331,438)
Net cash provided by operating activities 1,609,709 621,167
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 40,100 4,727
Increase in restricted cash (550,000) (300,000)
Purchase of property and equipment (4,962,725) (2,277,060)
Net cash used in investing activities (5,472,625) (2,572,333)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from bond issue, net of bond origination fees
2017 $471,503; 2016 $538,139 14,108,497 8,686,861
Note prepayment premium (651,791) (527,924)
Interest paid, bonds (934,284) (260,888)
Interest paid, notes (192,908) (376,636)
Repayment on long-term debt (14,896) (164,009)
Decrease in notes payable to investors (3,940,642) (3,592,216)
Increase in amount due from ValleyNet, Inc. (18,881) (222,054)
Net cash provided by financing activities 8,355,095 3,543,134
Net increase in cash 4,492,179 1,591,968
Cash, beginning of year 1,737,616 145,648
Cash, end of year $ 6,229,795 $ 1,737,616
RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED BY OPERATING
ACTIVITIES
Operating income $ 1,123,365 $ 528,155
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation 557,503 380,887
Increase in accounts receivable (85,806) (10,039)
Decrease (increase) in accounts receivable, grant 51,484 (51,484)
Decrease in accrued liabilities (36,837) (226,352)
Net cash provided by operating activities $ 1,609,709 $ 621,167

See Notes to Financial Statements.
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

STATEMENTS OF CASH FLOWS (CONTINUED)
Years Ended December 31, 2017 and 2016

2017 2016
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING
AND FINANCING ACTIVITIES
Acquisition of property and equipment
Cost of property and equipment $ 502439 $ 2335034
Amount financed (61,670) (57,974)

$ 4,962,725 $ 2,277,060

See Notes to Financial Statements. Page 11



EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

NOTES TO FINANCIAL STATEMENTS

Note 1. Nature of Activities

On January 1, 2016, the East Central Vermont Telecommunications District (“the District”), commenced
full operations as authorized by 30 V.S.A. section 3051la under the laws of the State of Vermont and
assumed all the assets and liabilities of ECF Holding, LLC. The District was formed by a consortium of 24
municipalities seeking to build and operate a municipally-owned universal, open access, fiber optic
telecommunications network throughout its territory and continues to market its services as ECFiber.

Note 2. Significant Accounting Policies

Basis of financial statements: The financial statements have been prepared in accordance with generally
accepted accounting principles as prescribed by the Governmental Accounting Standards Board (GASB). The
District follows the “business-type activities” reporting requirements of GASB Cod. Sp20.107. Accordingly,
the District’s financial statements have been presented using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recognized when earned, and expenses are recorded when an
obligation has been incurred, regardless of the timing of related cash flows.

Installation and service revenue: The District offers two principal services: Several tiers of Internet
connectivity and Internet Protocol (IP)-based voice telephone service. The District also has a one-time charge
for installation of service. The District bills its customers monthly and recognizes revenue when earned.

Estimates and assumptions: Management uses estimates and assumptions in preparing financial
statements. Those estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and expenses. Accordingly, actual
results could differ from those estimates.

Cash and cash equivalents: For purposes of reporting cash flows, the District considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash and cash equivalents. At December
31, 2017 the District had no cash equivalents. Restricted cash has been excluded from cash equivalents for
purposes of the cash flow statement.

Accounts receivable: The District extends unsecured credit to their customers in the ordinary course of
business but mitigates the associated risk by actively pursuing past due accounts. An allowance for
uncollectible accounts has been established. Actual bad debt expense was $14,475 and $- for the years
ended December 31, 2017 and 2016, respectively.

Property and equipment: Property and equipment are recorded at cost and are being depreciated using the
straight-line method over estimated useful lives as follows:

Years
Central office: office equipment and SOFEWATE........oovivvevrieiici s 3-10
Furnitture and fIXTUTES ..ottt 7
Leasehold IMPrOVEIMENES ... bbb 10
VBRICIES <.t e 5
Telecommunications, fiber Optic Cable ... 30
Telecommunications, electronic equiPmMent ........cccciiiiinii e 15

(continued on next page)
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

NOTES TO FINANCIAL STATEMENTS

Amortization: Per GASB No. 65, the District is amortizing the note prepayment premium paid using the
straight-line method over the shorter of the original maturity of the debt repaid or the new debt acquired, per
issuance.

Subcontract expense: The District has entered into a design, build, and operate agreement with ValleyNet,
Inc. to design, construct and operate a communication plant for the delivery of broadband communications
services to and among the District’s subscribers. The District is charged under this subcontract agreement,
amounts that represent the cost of construction of the District’s property and equipment as well as the
operating expenses for the services provided.

Income taxes: The District is a body corporate and politic and is considered a municipality and is therefore

exempt from tax.

Note 3. Property and Equipment

Property and equipment consisted of the following as of:

December 31, 2017 2016
Central office $ 178,659 $ 178,119
Office equipment 42,294 33,887
Software 33,487 24,976
Furniture and fixtures 9,956 6,012
Leasehold improvements 24,667 19,277
Vehicles 244,618 180,008
Telecommunications:

Fiber pass 8,933,975 5,682,884
Drops 2,421,285 1,638,648
Customer premises equipment 890,594 590,191
Hubs 1,121,306 533,015
Other 214,573 204,002
Total property and equipment 14,115,414 9,091,019

Less accumulated depreciation 1,711,129 1,153,626
Total property and equipment, net 12,404,285 $ 7,937,393

Note 4. Concentration of Credit Risk

The District maintains cash accounts with three financial institutions. The District’s accounts are insured up
to $250,000, per depositor at each financial institution. The District had amounts on deposit in excess of

federally insured limits of approximately $6,480,000 at December 31, 2017.
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

NOTES TO FINANCIAL STATEMENTS

Note 5. Bonds Payable

The District is authorized and empowered under the laws of Vermont to issue bonds for the purpose of
constructing a fiber optic network.

In 2016 the District issued $9.225 million in revenue bonds to refinance a portion of its debt on more favorable
terms and to cover 2016 capital expenditures, including the design and make ready for 250 miles of
construction in 2017. As part of this issuance, notes payable of $3,809,498 were repaid. The interest rate on the
repaid notes averaged 6.78%. The average interest rate on the 2016 bonds is 5.00%.

In 2017 the District issued $14.580 million in revenue bonds to refinance the remaining portion of its notes
payable on more favorable terms and to cover 2017 capital expenditures, including design and make ready
for 250 miles of construction in 2018. As part of this issuance, notes payable of $3,939,982 were repaid. The
interest rate on the repaid notes averaged 8.46%. The average interest rate on the 2017 bonds is 5.84%.

The estimated sources and uses of the Series 2017A and 2016A bond proceeds were as follows:

2017A 2016A
Sources of Funds:
Par amount of bonds $ 14,580,000 $ 9,225,000
Original issue discount and underwriter’s discount (62,003) (211,389)
Total Sources of Funds $ 14517997 $ 9,013,611
Uses of Funds:
Capital improvements & equipment $ 7138073 $ 2035179
Design and Make Ready for up to 250 miles 1,500,000 1,500,000
Refinance existing debt, with premiums & accrued interest 4,920,424 4,838,058
Administrative Fee 0 13,624
Reserve contingency fund 0 50,000
Debt service reserve fund 550,000 250,000
Underwriter’s discount 341,000 276,750
Other costs of issuance 68,500 50,000
Total Uses of Funds $ 14517997 $ 9,013,611

The bond payable balance of $23,805,000 is considered long term debt and were issued at an overall discount
of $273,392. Both series of bonds are broken up into six separate term bonds with varying maturity amounts,
interest rates and yields. The final term bonds of the group matures December 1, 2040. There is no short
term debt balance for the years ending December 31, 2017 and 2016, as principal payments on the first term
bond of Series 2016A do not begin until the year ending December 31, 2019.

The District must meet certain financial and non-financial covenants to maintain compliance with the bond
agreement.

(continued on next page)
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

NOTES TO FINANCIAL STATEMENTS

Maturities of bond payable at December 31, 2017 are as follows:

2017A 2016A. Total

2018 $ 0o % 0 % 0
2019 0 195,000 195,000
2020 260,000 200,000 460,000
2021 370,000 220,000 590,000
2022 400,000 240,000 640,000
Thereafter 13,550,000 8,370,000 21,920,000
Total $ 14,580,000 $ 9225000 $ 23,805,000

Note 6. Notes Payable

Prior to 2016, the District's other source of financing was through the issuance of tax-exempt notes. Note
holders consist primarily of residents in rural Vermont that will benefit from the network established. The
Series C Notes were subordinate to all other notes and the bonds.

Details of outstanding notes payable to investors are as follows as of:

December 31, 2017 2016

Series C - 2011 notes payable to 3 note holders, with interest at

11.00%, interest begins to accrue September 1, 2012, includes

accrued interest of $443,219 at December 31, 2016. $ 0% 1,193,219
Series 2011 notes payable to 18 note holders, with interest at

7.65%, interest begins to accrue December 1, 2011, inludes

accrued interest of $54,614 at December 31, 2016. 0 172,114
Series 2012-04 notes payable to 76 note holders, with interest at

7.65%, interest begins to accrue April 1, 2012, includes accrued

interest of $227,218 at December 31, 2016. 0 757,218
Series 2012-08 notes payable to 24 note holders, with interest at

7.65%, interest begins to accrue August 1, 2012, includes

accrued interest of $52,111 at December 31, 2016. 0 184,611
Series 2012-12 notes payable to 24 note holders, with interest at

7.65%, interest begins to accrue December 1, 2012, includes

accrued interest of $40,372 at December 31, 2016. 0 152,872
Sayer Road notes payable, no stated interest, no stated maturity,
repaid through a reduction in monthly/annual service costs. 5,096 5,757

Series 2013-05 notes payable to 28 note holders, with interest at
7.65%, interest begins to accrue on May 1, 2013, includes
accrued interest of $97,506 at December 31, 2016. 0 405,006

(continued on next page)
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

NOTES TO FINANCIAL STATEMENTS

December 31, 2017 2016

Series 2013-07 notes payable to 26 note holders, with interest at

7.65%, interest begins to accrue on July 1, 2013, includes

accrued interest of $42,071 at December 31, 2016. $ 0% 182,071
Series 2013-10 notes payable to 4 note holders, with interest at

7.65%, interest begins to accrue on April 1, 2014, includes

accrued interest of $10,371 at December 31, 2016. 0 47,870
Series 2015-2 notes payable to 9 note holders, with interest at

6.65%, interest begins to accrue August 1, 2016, semi-annual

payments of principal and interest on February 1 and August 1

beginning February 1, 2017. 0 57,500
Series 2015-5 notes payable to 15 note holders, with interest at

6.65%, interest begins to accrue November 1, 2016, semi-annual

payments of principal and interest on May 1 and November 1

beginning May 1, 2017. 0 327,500
Series 2015-7 notes payable to 10 note holders, with interest at

6.65%, interest begins to accrue January 1, 2017, semi-annual

payments of principal and interest on January 1 and July 1

beginning July 1, 2017, 0 137,500
Series 2015-10 notes payable to 15 note holders, with interest at

6.65%, interest begins to accrue April 1, 2017, semi-annual

payments of principal and interest on April 1 and October 1

beginning October 1, 2017. 0 120,000
Series 2015-12 notes payable to 19 note holders, with interest at

6.65%, interest begins to accrue June 1, 2017, semi-annual

payments of principal and interest on June 1 and December 1

beginning December 1, 2017. 0 202,500
5,096 3,945,738

Less amounts due within one year 700 29,832
Notes payable to investors, long term $ 4396 $ 3,915,906

The above notes were eligible for prepayment at the option of the issuer. Under this scenario, the District
repaid the full balance of the note due at the time of repayment plus interest in an amount equal to the stated
interest rate per annum of the original face value for a period ranging from eighteen months to two years.
For certain issuances, the holder was eligible to receive an additional 2% of the total aggregate amount.
During the years ended December 31, 2017 and 2016, the District prepaid virtually all notes and paid the
prepayment penalties of $651,791 and $527,923, respectively which are included on the accompanying
balance sheet as deferred outflow of resources.

The notes payable above include amounts due to members of the governing board of the District amounting

to $0 and $115,000 at December 31, 2017 and 2016, respectively. Accrued interest on these notes amounted to
$0 and $42,164 at December 31, 2017 and 2016, respectively.

(continued on next page)
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

NOTES TO FINANCIAL STATEMENTS

Details of other outstanding notes payable are as follows as of:

December 31, 2017 2016

Note payable, collateralized by vehicle, with

interest at 3.99%, monthly payments of principal and

interest of approximately $645, due October 2020 $ 20,711 $ 27,480
Note payable, collateralized by vehicle, with

interest at 3.99%, monthly payments of principal and

interest of approximately $664, due November 2020 21,888 28,825
Note payable, collateralized by vehicle, with

interest at 3.99%, monthly payments of principal and

interest of approximately $696, due November 2021 30,240 0
Note payable, collateralized by vehicle, with

interest at 3.99%, monthly payments of principal and

interest of approximately $696, due November 2021 30,240 0
103,079 56,305

Less amounts due within one year 28,820 13,707
Notes payable, long term $ 74,259 § 42,598

Maturities of notes payable at December 31, 2017 are as follows:

Notes

Payable to Notes
Investors Payable Total
2018 $ 700 $ 28,820 $ 29,520
2019 700 29,992 30,692
2020 700 29,255 29,955
2021 700 15,012 15,712
2022 700 0 700
Thereafter 1,596 0 1,596
$ 5,09 $ 103,079 $ 108,175

Interest expense related to notes and bonds payable at December 31, 2017 breaks down as follows:

Bond Notes
Payable Payable Total
Cash paid for interest $ 034,284 $ 192,907 $ 1,127,191
Increase (decrease) in accrued interest 71,156 (5,223) 65,933

$ 1,005,440 $ 187,684 $ 1,193,124

(continued on next page)
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

NOTES TO FINANCIAL STATEMENTS

Interest expense related to notes and bonds payable at December 31, 2016 breaks down as follows:

Bond Notes
Payable Payable Total
Cash paid for interest $ 260,888 § 119574 $ 380,462
Increase in accrued interest 36,745 223,265 260,010
$ 297,633 $ 342,839 $ 640,472

Note 7. Concentration

The District has a subcontract agreement with ValleyNet, Inc. to design, construct and operate one or more
communication plants for the delivery of broadband communications services to and among the District’s
subscribers. The District is charged under this subcontract agreement, amounts that represent the cost of
construction of the District's property and equipment as well as the operating expenses for the services
provided. As a result of this subcontract agreement, nearly 77% of the District's total expenses are paid to
ValleyNet, Inc.

Subcontract expense related to the ValleyNet, Inc. contract for the years ended December 31, 2017 consisted
of the following;:

December 31, 2017 2016
Cost of goods sold $ 457,759  § 356,278
Contracted labor and employee expenses 623,394 480,833
Occupancy 36,988 29,763
Professional fees 39,258 46,879
Utilities 73,589 31,925
Insurance 35,572 44418
Office supplies 31,890 27,169
Miscellaneous operating expense 52,611 42,194
Vehicle expenses 18,845 12,893

$ 1,369,906 $ 1,072,352

The District relied on ValleyNet, Inc. to purchase property and equipment on its behalf amounting to
$4,962,725 and $2,277,060 for the years ended December 31, 2017 and 2016, respectively.

Over the past several years, a number of firms and individuals advanced resources to ValleyNet, Inc. on
behalf of the Organization on the condition that these would be repaid when the Organization becomes
financially able to do so. These amounts have been included in the accrued liabilities listed below. Two
individuals that advanced resources to ValleyNet, Inc. have entered into repayment agreements effective
January 1, 2014. The amount repaid to these two individuals during the years ended December 31, 2017 and
2016 was $96,000 and $81,667, respectively.

(continued on next page)
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

NOTES TO FINANCIAL STATEMENTS

The amounts included in accrued liabilities include the following costs incurred by ValleyNet, Inc. and
assumed by the Organization. At December 31, 2017 the balances are comprised of the following:

December 31, 2017 2016
Deferred compensation to former ValleyNet, Inc. employees $ 184,216 % 280,216
Independent contractors 202,999 142,186

387,215 422,402
Less current portion 298,999 96,000
Accrued liabilities, less current portion $ 88,216 % 326,402

The schedule of amounts to be paid to these individuals in future years is as follows:

2018 $ 298,999
2019 88,216
$ 387,215

The above accrued liabilities are subordinate to all notes and the bonds that the district is obligated to pay.

In 2014 the VTA also announced plans to construct 80 additional miles of fiber in the District’s service area.
The Vermont Department of Public Service (“DPS”) inherited this commitment in 2015. The District has
access to 48 strands of fiber along these routes. All eighty miles were complete as of December 31, 2017.
This represents an asset that would have cost the District $1.6 million were it to have built that portion of
the network with its own funds.

Note 8. Subsequent Events

The District has evaluated subsequent events through April 30, 2018 the date which the financial
statements were available to be issued, and have not evaluated subsequent events after that date. The
District anticipates to isssue and sell another series of revenue bonds in July 2018 of approximately
$8,000,000. No additional subsequent events were identified that would require disclosure in the financial
statements for the year ended December 31, 2017.
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

STATEMENT OF BUDGETARY COMPARISON
Year Ended December 31, 2017

Budget Actual
OPERATING REVENUES:
Service revenue $ 2,484915 $ 2,394 244
Installation and activation revenue 249,352 343,522
Grant income 365,000 311,920
Miscellaneous income 0 22,866
3,099,267 3,072,552
OPERATING EXPENSES:
Subcontractor expense 1,494,726 1,369,906
Depreciation expense 764,677 557,503
Miscellaneous direct expenses 0 21,778
Total operating expenses 2,259,403 1,949,187
Operating income 839,864 1,123,365
NONOPERATING INCOME (EXPENSE):
Interest income 0 40,100
Bond origination fees 0 (409,500)
Original issue discount 0 (62,003)
Amortization, note prepayment premium (80,129) (95,476)
Interest expense, bond (1,020,725) (1,005,440)
Interest expense, notes (69,179) (187,684)
Decrease in fund net position $ (330,169) $ (596,638)

See Notes to Financial Statements. Page 20



EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
d/b/a ECFiber

STATEMENT OF BUDGETARY COMPARISON
Year Ended December 31, 2016

Budget Actual
OPERATING REVENUES:
Service revenue $ 1,809,499 $ 1,756,811
Installation and activation revenue 111,097 154,128
Grant income 365,000 59,484
Miscellaneous income 0 15,466
2,285,596 1,985,889
OPERATING EXPENSES:
Subcontractor expense 1,199,403 1,072,352
Depreciation expense 404,485 380,887
Miscellaneous direct expenses 0 4,495
Total operating expenses 1,603,888 1,457,734
Operating income 681,708 528,155
NONOPERATING INCOME (EXPENSE):
Interest income 0 4,727
Bond origination fees (422,500) (326,750)
Original issue discount 0 (211,389)
Amortization, note prepayment premium 0 (28,239)
Interest expense, bond (178,969) (297,633)
Interest expense, notes (368,817) (342,839)
Decrease in fund net position $ (288,578) $ (673,968)

See Notes to Financial Statements. Page 21



EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT

d/b/a ECFiber

STATISTICAL SECTION - FINANCIAIL TRENDS
For the Five Years Ended December 31, 2017

Operating revenues
Operating expenses
Nonoperating expenses

Decrease in fund net position
Depreciation and amortization expense
Interest expense

Larnings (loss) before interest, taxes,
depreciation and amortization (EBITDA)

Number of customers

Number of Lit fiber miles

Gross capital expenditures per year, net of disposals
Gross capital expenditures - cumulative

Capital expenditures per mile

Capital expenditures per customer

ECF Holding, LLC District

2013 2014 2015 2016 2017
$ 630,502 $ 1,367,678 $ 1,592,919 $ 1,985,888 5 3,072,552
969,055 1,182,999 1,205,842 1,457,734 1,949,187
253,795 278,901 413,353 1,202,123 1,720,003
(592,348) (94,222) (26,276) (673,969) (596,638)
140,748 266,985 308,197 409,126 652,979
254,348 340,770 413,537 640,472 1,193,124
b (197,252} $ 513,533 $ 695,458 $ 375,629 $ 1,249 465
552 947 1,201 1,589 2,282
128 190 235 326 499
$ 2,559,887 3 708,891 $ 1,566,652 $ 2,332,217 S 5,024,395
$ 4,483,259 $ 5,192,150 $ 6,758,802 $ 9,091,019 5 14115414
$ 35,025 $ 27,327 § 28,761 $ 27,887 $ 28,287
$ 8122 $ 5483 § 5,628 $ 5721 % 6,186

' Prior to the formation of the District, operational results were reported by ECF Holding, LLC (see Note 1).
There have been no changes to operations or to the customer base upon transition to the District.
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EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
GENERAL BOND RESOLUTION

Be It Resolved by the East Central Vermont Telecamoations District and the
Governing Board thereof as follows:

ARTICLE |

DEFINITIONS

Section 1.1._Definitions. Unless the context emdicates some other meaning, the
terms defined in this Section, when used in thisdRgion or any Supplemental Resolution, have
the following meanings:

(A)  “Act” means collectively, Chapter 82 of Title 30ekmont Statutes Annotated,
Section 21 of No. 41 of the Acts of 2015, and Saptér 2 of Chapter 53 of Title 24, Vermont
Statutes Annotated.

(B) “Additional Bonds” means Bonds other than the atiSeries of Bonds issued
under the Resolution.

(C) “Authorized Officer” means the Chair, Vice-Chair @eneral Manager of the
District or any other person designated by the Boar

(D) “Board” means the Governing Board of the Districeaa officer or board
succeeding to its powers.

(E) “Bonds” means the Project Revenue Bonds issued fimmto time under
Sections 2.1, 2.2 and 2.3.

(F)  “Bondholder” or “holder of a Bond” means any persamo shall be the registered
owner of any Outstanding Bond or Bonds.

(G) “Bond Insurer’” means with respect to any SerieBarids, the municipal bond
insurance company (if any) identified in a SupplataéResolution, and its successors and
assigns.

(H)  “Bond Insurance” means with respect to any Serié&@oads, the municipal bond
insurance policy (if any) identified in a SupplertarResolution.

0] “Bond Year” means the twelve-month period commeg@n January 1 of each
year.

@)] “Code” means the Internal Revenue Code of 198&n@nded, and the
Regulations promulgated thereunder.

(K)  “Construction Fund” means the Project Construckand created by Section 5.7.
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(L)  “Costs of Acquisition and Construction” means alsts of determining the
feasibility of and acquiring, constructing, finamgj carrying out and placing in operation or
disposing of the Project paid or incurred by thetft, including without limit:

(2) reserves for capital or current expenses deemesksay or desirable by
the District, including working capital;

(2) interest accruing in whole or in part on Bonds otés prior to and during
the acquisition and construction of the Project famguch additional period as the
District may determine in accordance with the Retsmnh;

(3) costs of energy, energy assemblies and compor@ntgerests therein,
equipment and supplies, and reserves therefor;

(4) deposits in any fund or account to meet requiremesitablished pursuant
to the Resolution for reserves for debt serviceewals, replacements and contingencies,
and for decommissioning or termination;

(5) taxes and payments in lieu of taxes and costanglad injury and damage
claims arising out of the acquisition and consiorcbf the Project;

(6) payment of the principal of, premium, if any, anterest on Notes;

(7) payments to public agencies, fees and expensesspée¢s, legal,
insurance, administrative, engineering, consuléind financing costs (including
premiums for Bond Insurance or other municipal bmsdirance), and any other costs
properly attributable to the acquisition and conmstion of the Project and carrying out
and placing the same in operation; and

(8) payment of or reimbursement for capital expendgyorayable in respect
of the Project.

(M) “Date of Commercial Operation” means the dateaetet is first ready for
normal continuous operation, as determined by tis&iEt.

(N)  “Debt Service” means with respect to each Bond Yearther period the
aggregate of the amounts to be set aside (or @stinba be required to be set aside) in the Debt
Service Fund pursuant to Section 5.2(A), (B) andiiGhe Bond Year or such other period for
the payment of the principal or redemption pricewod interest on Bonds, excluding amounts
paid or to be paid from Bond proceeds or from emsihereon.

(O) “Debt Service Fund” means the Project Debt Serkized created by Section 5.2.

(P) “Debt Service Reserve Fund” means the Project Bebtice Reserve Fund
created by Section 5.3.

(Q) “Debt Service Reserve Fund Requirement” means asytlate of calculation an
amount equal to the sum of the amounts determindedime of issue of each Series of Bonds
-2
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issued hereunder (but only including the SerieBarfds Outstanding at the time of calculation)

as the

lesser of (i) maximum annual Debt Servic®uotstanding Bonds during the then current

or any future Fiscal Year, (ii) 125% of the averagaual Debt Service on Outstanding Bonds,
or (iif) 10% of the aggregate proceeds of all Canding Bonds upon original issuance thereof,
or a lesser amount as established in a SupplenfResallution. With regard to Debt Service on
Variable Rate Bonds, see Section 2.7.

(R)  “District” means the East Central Vermont Telecominations District, a body

corporate and politic, or any other instrumentadtyhe State which hereafter shall succeed to
the powers of the District.

BOS111

(S) “Event of Default” means an Event of Default asinked in Section 8.1.
(T)  “Exempt Obligations” means any of the following:

(2) an obligation of any state or territory of the &itStates of America, any
political subdivision of any state or territorythile United States of America, or any
agency, authority, public benefit corporation atimmentality of such state, territory or
political subdivision, the interest on which is esdable from gross income under
Section 103 of the Code, which is not a “specifiedate activity bond” within the
meaning of Section 57(a)(5) of the Code and whathhe time an investment therein is
made or such obligation is deposited in any fundamount hereunder, is rated, without
regard to qualification of such rating by symbalslsas “+” or “~” and numerical
notation, no lower than the second highest ratatggory for such obligation by at least
one Rating Service;

(2) a certificate or other instrument which evidendesheneficial ownership
of, or the right to receive all or a portion of gh@yment of the principal of or interest on
any of the foregoing; and

(3) a share or interest in a mutual fund, partnershiptloer fund registered
under the Securities Act of 1933, as amended, prdated in accordance with Rule 2a-7
of the Investment Company Act of 1940, as amendéd]ly comprised of any of the
foregoing obligations.

(U) “Federal Agency Obligation” means any of the follogy

(1) an obligation issued by any federal agency orumséntality approved by
the District;

(2)  an obligation the principal of and interest on vhare fully insured or
guaranteed as to payment by a federal agency aggbtoythe District;

(3) a certificate or other instrument which evidendeslieneficial ownership
of, or the right to receive all or a portion of gh@yment of the principal of or interest on,
any of the foregoing; and
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(4) ashare orinterest in a mutual fund, partnershiptioer fund registered
under the Securities Act of 1933, as amended, prdated in accordance with Rule 2a —
7 of the Investment Company Act of 1940, as amengbadlly comprised of any of the
foregoing obligations.

(V)  “Fiscal Year” means the fiscal year of the Distastestablished from time to
time. The Fiscal Year is now the twelve-month pérending December 31.

(W) “Government Obligation” means any of the following:
(1) adirect obligation of the United States of Ameyica

(2)  an obligation the principal of and interest on vhare fully insured or
guaranteed as to payment by the United States @frike

(3) an obligation to which the full faith and credittbe United States of
America are pledged,;

(4) a certificate or other instrument which evidendeslieneficial ownership
of, or the right to receive all or a portion of gh@yment of the principal of or interest on,
any of the foregoing; and

(5) ashare or interest in a mutual fund, partnershiptloer fund registered
under the Securities Act of 1933, as amended, pedated in accordance with Rule 2a —
7 of the Investment Company Act of 1940, as amenadublly comprised of any of the
foregoing obligations.

(X)  “Interest Account” means the Interest Account ardan the Debt Service Fund
by Section 5.2.

(Y)  “Investment Securities” means any of the followirignd to the extent that they
are legal for the investment of funds of the Dagtri

(1) Government Obligations;
(2) Federal Agency Obligations;
3) Exempt Obligations;

(4) uncollateralized certificates of deposit or depasttounts that are fully
insured by the Federal Deposit Insurance Corparatial issued by a banking
organization authorized to do business in the State

(5) collateralized certificates of deposit or deposttaunts that are (a) issued
by a banking organization authorized to do busimes$ise State that has an equity capital
of not less than $125,000,000, whose unsecuredrseeit, or debt obligations fully
secured by a letter or credit, contract, agreemestirety bond issued by it, are rated by

-4 -
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at least one Rating Service in at least the seb@test rating category, and (b) fully
collateralized by Permitted Collateral;

(6) commercial paper issued by a domestic corporatitedrin the highest
short term rating category by at least two Ratiegviees and having maturities of not
longer than two hundred seventy (270) days frondtte of purchase;

(7) bankers’ acceptances issued by a bank rated imghest short term
rating category by at least two Rating Serviceslandng maturities of not longer than
three hundred sixty-five (365) days from the daeytare purchased;

(8) Investment Agreements that are fully collateralibgd®ermitted
Collateral; and

(9)  ashare or interest in a mutual fund, partnershiptioer fund registered
under the Securities Act of 1933, as amended, pedated in accordance with Rule 2a —
7 of the Investment Company Act of 1940, as amenalbdse objective is to maintain a
constant share value of $1.00 per share and thated in the highest short term rating
category by at least one nationally recognizedchgabirganization.

(2) “Moody's” means Moody’s Investors Service, Inc.,amy of its successors or
assigns.

(AA) “Notes” means notes or other evidences of indeletesinf the District (other than
Bonds) issued to finance the Project.

(BB) *“Operating Agreement” means the Operating Agreerdated , 2016
between the District and ValleyNet, as may be araénd

(CC) “Operating Earnings” means Revenues less Operatipgnses.

(DD) *“Operating Expenses” means the ordinary costs apdreses of the District for
the operation, maintenance and repair of the Pragcept capital expenditures, interest, income
taxes, depreciation, amortization, direct compeosatue the management company under the
Operating Agreement, and taxes and assessmergstedllon behalf of other governmental
entities.

(EE) *“Optional Redemption Account” means the Optionadl&aption Account
created in the Redemption Fund by Section 5.9.

(FF) “Outstanding” has the meaning set forth in Sectiari, i.e. a Bond shall not be
Outstanding under the Resolution if the Bond ighattime not deemed to be Outstanding under
the Resolution pursuant to Section 11.1.

(GG) “Permitted Collateral” means any of the following:

-5-
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1) Government Obligations described in clauses (3)oKZ3) of the
definition of Government Obligation;

(2) Federal Agency Obligations described in clause®(12) of the
definition of Federal Agency Obligation;

(3) commercial paper that (a) matures within two huddieventy (270) days
after its date of issuance, (b) is rated in théégg short term rating category by at least
one Rating Service and (c) is issued by a domestjgoration whose unsecured senior
debt is rated by at least one Rating Service neidthan in the second highest rating
category;

(4) financial guaranty agreements, surety or otherlambonds or other
instruments of an insurance company that has aityezgpital of at least $125,000,000
and is rated by Bests Insurance Guide or a Ratngi& in the highest rating category;
and

(5) bankers’ acceptances issued by a bank rated imghest short term
rating category by at least one nationally recogghizating organization and having
maturities of not longer than three hundred sixtg-{365) days from the date they are
pledged.

(6) Exempt obligations described in clauses (1), (2f3pof the definition of
Exempt Obligations.

(HH) *“Outstanding Notes” means the Notes remaining antBhg after the issuance of
the Series 2016 Bonds, except the Series 2011 Gr&nhte Notes.

(I “Principal Account” means the Principal Accountate in the Debt Service
Fund by Section 5.2.

(JJ) “Project” means any acquisition of land, site depahent, construction,
improvement, extension, betterment, addition, atten, reconstruction, extraordinary repair,
equipping or reequipping of or to a communicatiplant dedicated to the delivery by the
District of communications services as providethim Act, and the associated land, facilities and
equipment, or any combination of the foregoing.

(KK) “Rating Service” means each of Moody’s, S&P andlrRatings, Inc., or their
respective successors or assigns.

(LL) “Rebate Fund” means the Project Rebate Fund crégt&ection 5.5.

(MM) “Rebate Year” means with respect to each Seri@&oaotls issued under the
Resolution, each twelve month period beginninghendate of delivery of such Series of Bonds
and thereafter on each anniversary of such dadelnfery.

(NN) “Redemption Fund” means the Project Redemption Fuedted by Section 5.9.
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(O0) “Reserve and Contingency Fund” means the Projes¢iie and Contingency
Fund created by Section 5.4.

(PP) “Reserve and Contingency Fund Requirement” meamsraunt equal to
$50,000 plus $200 per mile of Project telecommuitoca service line in excess of 235 miles.

(QQ) The “Resolution” or this “Resolution” means thisdeition as amended or
supplemented from time to time by Supplemental Réisms.

(RR) “Revenue Fund” means the Project Number Ten RevEuound created by
Section 5.1.

(SS) “Revenues” means all payments, fees, charges, gusceents, receipts, profits
and other income derived by or for the accounhefistrict from or related to a Project and the
sale of communications services therefrom includuithout limit: (i) all interest, profits or
other income from the investment of any moneys balduant to the Resolution; (ii) proceeds
from any sale, lease, decommissioning or otherodisipn of the Project or a portion thereof;

(i) all grant revenues received for capital paigewhich have been completed by the District,
provided that the grant proceeds are not donorictsd from inclusion as Revenues; and (iv)
proceeds of insurance and condemnation awardspeceof the Project.

(TT) “S&P” means Standard & Poor’s Ratings Servicegror of its successors or
assigns.

(UU) *“Serial Bonds” means Bonds other than Term Borfélsyment of principal on
Serial Bonds is provided from the Principal Account

(VV) *“Series” or “Series of Bonds” or “Bonds of a Setiegans a series of Bonds
authorized by the Resolution.

(WW) “Series 2011 C Subordinate Notes” means the Nbosdswere issued in 2011 that
are subordinate to the Outstanding Notes, the SefiBonds issued under the First
Supplemental Resolution, and any parity indebteslisssied pursuant to Section 2.5 of this
General Bond Resolution.

(XX) *“Series 2016A Bonds” means the Bonds issued oetissued under the Project
Revenue Bonds, Series 2016A Supplemental Resolution

(YY) *“Sinking Fund Account” means the Sinking Fund Acabcreated in the Debt
Service Fund by Section 5.2.

(Zz) *“Special Redemption Account” means the Special Rgdien Account created
in the Redemption Fund by Section 5.9.

(AAA) “State” means the State of Vermont.
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(BBB) “Supplemental Resolution” means a resolution adbptethe District under
Article Il providing for the issuance of Bonds arder Article IX amending or supplementing
the Resolution.

(CCC) “Taxable Bonds” means any Bond or Series of Bondighvare designated as
such in the Supplemental Resolution providing ff@irtissuance, the interest on which is not
excluded from gross income for federal income tasppses.

(DDD) “Term Bonds” means Bonds designated as such iStpplemental Resolution
providing for the issuance of such Bonds. A SesieBonds may include both Serial and Term
Bonds and may include more than one set of Ternd8ogach of which has its own maturity
date. Payment of principal on Term Bonds is preditom the Sinking Fund Account.

(EEE) “Trustee” means the trustee appointed by Sectibrafd its successors as such.

(FFF) *“Variable Rate Bonds” means Bonds issued undsrResolution and described
in Section 2.7 hereof.

ARTICLE Il

AUTHORIZATION AND ISSUANCE OF BONDS

Section 2.1._Authorization of Bonds and Pledgée District may issue Bonds under
this Resolution to be known as “Project Revenuad3d The Bonds shall be issued from time
to time in series as the Board may deem necessaguisable. As security for the payment of
the principal of and redemption premium, if anyd amterest on the Bonds, the District hereby
pledges and grants a security interest in (i) elléhues, and (ii) all moneys and securities in all
Funds and Accounts created by or pursuant to tkelR#on and the proceeds thereof, whether
any of the foregoing is now existing or is hereaffequired, subject only to the provisions of the
Resolution permitting the application thereof foe fpurposes and on the terms and conditions
set forth in the Resolution. The provisions of Resolution shall be a part of and shall
constitute a contract by the District with the Bbaltlers. The Bonds shall be special
obligations of the District payable solely from asetured solely by the Revenues or moneys
and securities of the District pledged hereundetHe payment thereof. The Bonds are equally
and ratably secured by the pledge of the Resolugind the undertakings of the District in the
Resolution are for the equal and proportionate fitemiethe Bondholders, except as otherwise
expressly provided in the Resolution. The Revenmesmeys or securities hereby pledged shall
immediately be subject to the lien of the pledgthauit any physical delivery or further act,
which pledge shall be valid and binding as agafigiarties having claims of any kind in tort,
contract or otherwise against the District, irretpwe of whether those parties have notice
thereof.

Section 2.2._General Provisions for Issuance afd3o (A) Each Series of Bonds shall
be issued under a Supplemental Resolution adoptdteBoard pursuant to this Article and
Article IX. The Supplemental Resolution shall dgsite the Bonds by an appropriate series
designation in addition to the title “Project ReuverBonds,” and shall also specify: (1) the
authorized principal amount of the Series of Borf@dsthe purpose or purposes for which the
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Series of Bonds is being issued; (3) the dateefrthially issued Bonds of the Series; (4) the
Bonds which are designated as Term Bonds (if ang)tihe maturity dates and sinking fund
installment dates of the Bonds; (5) the intereghpent dates for the Bonds; (6) the interest rate
or rates of the Bonds, or the manner of determitinegate or rates; (7) the redemption prices of
the Bonds; (8) the place or places of payment@®Bbnds; (9) the provisions for the sale of the
Bonds; (10) whether any of the Bonds are beinged®s Taxable Bonds; (11) any other
provisions which may be required to be insertedter provisions of the Resolution; and (12)
any other necessary or desirable provision nobiflict with the provisions of the Resolution.
Notwithstanding anything to the contrary, the fariag matters may be covered for a Series of
Bonds by either one or more than one SupplememrtsdBtion.

(B) Bonds shall be issued only upon receipt by the t€auef:

(1) A written order of an Authorized Officer directinige Trustee to deliver
such Bonds, stating the amounts to be depositdeifunds and Accounts pursuant to
Section 2.4, and providing a schedule of amouhtay) representing capitalized
interest to be retained in the Interest Accourdradpecified interest payment dates;

(2) A copy of the Supplemental Resolution providingtleg issuance of the
Bonds certified by an Authorized Officer;

(3) An opinion of counsel to the District to the effélcat the Resolution and
the applicable Supplemental Resolution have begnadlopted by the District, are in full
force and effect and are valid and binding uponDistrict and enforceable in
accordance with their terms; that the Resoluti@ai@s the valid pledge which the
Resolution purports to create subject to the prongsof the Resolution; and that the
Bonds of such Series are valid and binding spedibdations of the District, secured by
the Resolution, enforceable in accordance witlr tieems, and entitled to the benefits of
the Act and the Resolution; which opinion may takeexception on account of laws
enacted for the relief of debtors and the exermigedicial discretion in enforcing the
Bonds and the Resolution; and

(4)  Anamount of the proceeds of such Bonds or otheray® such that after
the issuance of the Bonds the amounts on depas$ieibebt Service Reserve Fund shall
equal the Debt Service Reserve Fund Requirement.

Section 2.3._Conditions for the Issuance of Addiél Bonds. (A) Additional Bonds
may be issued to pay Costs of Acquisition and Gansbn upon filing with the Trustee of (1) a
statement by an Authorized Officer of amounts etgdto be available to pay Costs of
Acquisition and Construction, and (2) the Distsot'stimate of the Date of Commercial
Operation, the then estimated Costs of Acquisiéinod Construction, the amount theretofore
expended to pay such Costs of Acquisition and Coasbn and the balance which will be
necessary, taking into account amounts then avejledocomplete payment of Costs of
Acquisition and Construction, and the times of pagm

(B) Additional Bonds may be issued to pay the costs of:
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1) renewals, replacements, extraordinary repairs, fications, additions
and betterments for the Project (i) necessary heege design capability, (ii) required by
any public agency, or (iii) which, in the opiniohtbe District, are necessary or desirable
to improve operating reliability of, or to reducewger costs from, the Project; or

(2) any retirement from service, decommissioning anteation of the
Project, except to the extent that such costs aitefppm insurance proceeds;

upon filing with the Trustee of a statement by arthdrized Officer of amounts expected to be
available for any of the foregoing purposes froimtirsement or insurance proceeds or
otherwise.

(C) Additional Bonds may be issued to refund any Bandke event, in the opinion
of the District, it may otherwise be advantageous.

(D)  Additional Bonds shall be issued only upon filinghwthe Trustee of (1) an
Authorized Officer’s certificate that to the besétloe signer’'s knowledge and belief no Event of
Default exists and (2) a certificate of the Trudtes there is no Event of Default of which it has
actual knowledge.

(E) Obligations issued by the District secured by pasegamoney security interests
shall not be deemed to be Additional Bonds.

Section 2.4._Disposition of Bond Proceeds. Upendelivery of a Series of Bonds the
proceeds shall be paid to the Trustee and appdiddilaws:

(A)  The amount (if any) necessary to increase the ahmudeposit in the Debt
Service Reserve Fund to the Debt Service Resemd Requirement shall be deposited in the
Debt Service Reserve Fund.

(B)  Accrued interest and any capitalized interest tpdod from the original proceeds
of the Bonds shall be deposited in the Interestofot.

(C) The amount (if any) determined by the Districthe Supplemental Resolution
providing for the issuance of the Bonds to be digpdsn the Reserve and Contingency Fund
shall be deposited in the Reserve and Contingenog.F

(D) The balance of the proceeds shall be depositdeei@bnstruction Fund or, in the
event that any Bonds are issued for the purposgfigaein Section 2.3(C), as provided in the
Supplemental Resolution.

Section 2.5._Parity Bonds. Any Additional Bontigtes or other evidences of
indebtedness to be issued will be on a parity wighSeries of Bonds issued under the first
Supplemental Resolution adopted hereunder, amdtadl previously issued Additional Bonds as
to the lien on Revenues (the “Parity Bonds”) preddhe District can demonstrate in certificate
filed with the Trustee that the District’s OpergtiBarnings for the prior fiscal year exceeds by
125% the annual debt service due in the Distrimt’st fiscal year on (1) the Outstanding Notes,
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(excluding the change in accredited value of thie zeupon Notes), (2) the Series of Bonds
issued under the First Supplemental Resolutioral{®)ther outstanding parity indebtedness, and
(4) the Additional Bonds to be issued. For purpasiehis test, Operating Earnings may include
proforma annual Operating Earnings reasonably ipatied to be earned as a result of
completion of a Project expansion or extensionnosal with the proceeds of Additional Bonds.

Section 2.6.Subordinate Lien Obligations; Otherigatlons. (A) Nothing in the
Resolution shall prohibit the District from issuibgnds, notes or other evidences of
indebtedness payable in accordance with SectidBpfiom the Revenue Fund and the
Revenues for any of its corporate purposes, suatglito the deposits and credits required to be
made from the Revenue Fund to other Funds and Atsaunder the Resolution and to the
payments required for Operating Expenses, and e@ys the bonds, notes or other evidences
of indebtedness by a pledge of the Revenues sutadedand inferior to the pledge of the
Revenues created by the Resolution. The procddtlie subordinate obligations may be
pledged as security for the subordinate obligatfoees and clear of the lien of the Resolution.

(B)  The District expressly reserves the right to adw or more other general bond
resolutions and reserves the right to issue othkgations so long as the same are not a charge
or lien on the Revenues and other moneys or sesuptedged hereunder.

Section 2.7._Variable Rate Bonds. A SupplemeRésolution providing for issuance of
a Series of Bonds may provide for the Bonds to biearest at a variable rate or rates so long as
it specifies: (1) the manner of determining thernast rate or rates and (2) a maximum rate or
rates at which the Bonds may bear interest. Ifdoof a Series bear interest at a variable rate,
the Debt Service Reserve Fund Requirement shalloelated by using the maximum rate or
rates so specified. For purposes of calculatiegoiyments into the Interest Account in the Debt
Service Fund pursuant to Section 5.2, the intexestued or estimated to accrue for the calendar
month in which the payment is to be made shalhkeatmount of the required payment, subject
in the case of an estimate to an adjustment artef the month.

Section 2.8._Notes. The District may by resoligathorize the issuance of Notes (and
renewals thereof) in anticipation of the issuanicBands of a Series. The principal and interest
on such Notes and renewals thereof shall be payeiteany moneys of the District available
therefor, from the proceeds of such Notes or froengroceeds of the sale of the Bonds in
anticipation of which such Notes are issued. Tioegeds of such Bonds deposited in the
Construction Fund may be pledged for the paymettt@principal of and interest on such Notes
and any such pledge shall have a priority overahgr pledge of such proceeds created by the
Resolution. A copy of the resolution of the Distrauthorizing such Notes shall be delivered to
the Trustee following adoption, together with sather information concerning such Notes as
the Trustee may reasonably request. Any Notegdsby the District on parity with the Series
of Bonds under the first Supplemental Resolutiors kwmply with Section 2.5.

Section 2.9._Lines of Credit. The District mayadish lines of credit secured by
subordinated liens upon Revenues.
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Section 2.10._No Senior Debt. Notwithstandingwaihything to the contrary in this
Article 1, the District cannot issue any Bonds,tB®or other indebtedness that are senior to the
Series of Bonds issued under the first SupplemeabRition.

ARTICLE IlI

GENERAL TERMS AND PROVISIONS

Section 3.1._Details of Bonds. Except as otherwet forth in the Supplemental
Resolution providing for their issuance, (i) Bonsisued upon the initial issuance of a Series
shall bear the same date; (i) Bonds issued upohagges and transfers of Bonds shall be dated
so that no gain or loss of interest results froendékchange or transfer; and (iii) Bonds of a Series
shall be numbered from R-1 upwards in chronologieder as issued. The principal or
redemption price of and interest on the Bonds di@fbayable in any coin or currency of the
United States of America which at the time of pagie legal tender for public and private
debts.

Section 3.2._Execution of Bonds. Except as otiserwrovided in the Supplemental
Resolution providing for their issuance, (i) therBe shall be signed in the name of the District
by an Authorized Officer and the District Treasuf@hich signatures may be in facsimile if the
authentication of the Trustee is manually signady (ii) the seal of the District (if any) shall be
impressed or a facsimile thereof imprinted or repoed on the Bonds. In case any officer of
the District whose signature appears on any Boade=to hold office before the delivery of the
Bond, his or her signature shall, neverthelessatid and sufficient for all purposes as if he or
she had remained in office until the delivery.

Section 3.3._Authentication of Bonds. Except@®vise provided in the Supplemental
Resolution providing for their issuance, each SeoieBonds shall be authenticated by the
Trustee. Authentication by the Trustee upon a Bsvall be conclusive evidence that the Bond
has been duly issued under the Resolution andittedrto the benefits and security of the
Resolution. In case any person whose authorizgwsire for the Trustee appears on any Bond
ceases to be authorized to sign for the Trustemdéie delivery of the Bond, his signature
shall, nevertheless, be valid and sufficient fbpatposes as if he had remained so authorized.
In case any of the Bonds have been authenticatéaebjrustee but not delivered, a successor
Trustee may adopt the certificate of authenticabtibthe predecessor Trustee. In case any of the
Bonds have not been authenticated, the successste€rmay authenticate the same in its own
name.

Section 3.4._Transfer, Registration and Excharid@ads. (A) Bonds shall be
transferable, registrable and exchangeable asgedvn the Bonds. Unless otherwise provided
in the Supplemental Resolution providing for theguance, transfers, registrations and
exchanges of Bonds shall be without expense tbalder except that any taxes or other
governmental charges required to be paid with iidpehe same shall be paid by the holder
requesting the transfer, registration or excharsge eondition precedent to the exercise of the
privilege, and no transfers, registrations and arges shall be required to be made during the
fifteen (15) days next preceding an interest payrdate for the Bonds, nor during the forty-five
(45) days next preceding the date fixed for thenggation or repurchase of the Bonds.
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(B) The Trustee shall act as registrar and transfamtdgethe Bonds. Whenever
Bonds registered as to principal are outstandinbuaapaid, it shall maintain at its corporate trust
office books of registry in which, subject to suelasonable regulations as it may prescribe, it
shall register Bonds and the transfer of Bondgledtto be registered or transferred as herein
provided. Bonds surrendered in any transfer onamge of Bonds shall be cancelled by the
Trustee.

Section 3.5._Mutilated, Lost or Destroyed Bondlgiless otherwise provided in the
Supplemental Resolution providing for their issu@nost or destroyed Bonds may be replaced
in accordance with the Uniform Commercial Code.y Ardemnity bond required by the
Uniform Commercial Code shall run to the Trustegvall as to the District and the replacement
shall be subject to the reasonable requiremerttseofrustee as well as those of the District.
Mutilated Bonds may be similarly replaced, withaatindemnity bond if the District and the
Trustee deem an indemnity bond to be unnecesg&aqyenses of the replacement shall be borne
by the holder.

Section 3.6._Temporary Bonds. Any Series of Bandy be initially issued in
temporary form exchangeable for definitive Bondewheady for delivery.

Section 3.7._CUSIP ldentification Numbers. Unles®erwise provided in the
Supplemental Resolution providing for their issu@rat the option of the District, CUSIP
identification numbers may be printed on the Boofda Series, but the number shall not be
deemed to be a part of the Bond, and no liabiligllsattach to the District or any officer of
agent of the District (including the Trustee) besmof the CUSIP identification numbers.

Section 3.8._Book Entry. The District may providehe Supplemental Resolution
providing for the issuance of a particular SerieBands that such Series shall be in book-entry
form and setting forth the terms and conditioneannection therewith.

Notwithstanding anything herein to the contrarg Bistrict or the Trustee shall not be
required to treat any depository or its nominethagegistered owner of a Series of Bonds for
purposes of this Resolution in connection withekercise of any voting right or privilege, the
giving of any consent or direction or the takingaol other action that the Bondholders are
entitled to take pursuant to Articles VIII and 1X¢reof or otherwise, or the exercise of
Bondholder remedies pursuant to Article VIII hereafess such depository or nominee presents
evidence reasonably acceptable to the Districh@iTrustee that such depository or nominee has
obtained the requisite consents, directions or@a@s with respect to any act or direction to be
taken or given by a Bondholder hereunder from dugiisite beneficial owners of such Series of
Bonds.

ARTICLE IV

REDEMPTION OF BONDS

Section 4.1._Redemption of Bonds. The Bonds®¢i@es shall be subject to redemption
prior to their stated maturities at such datesradeémption prices as are set forth in the
Supplemental Resolution providing for their issuanc
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Section 4.2._Selection of Bonds for Redemptiamthe selection by lot of Bonds to be
redeemed (other than at the option of the hold#rs)Trustee shall select the particular Bonds to
be redeemed in a manner which it deems fair.

Section 4.3._Notice of Redemption. Notice of mragéon of Bonds (other than at the
option of the holders) shall be given by the Tradte the District in the manner set forth in the
Bonds.

Section 4.5. Determination of Taxability. Upon tezurrence of an Event of Taxability,
Bonds of a Series deemed taxable shall be redeentiee manner provided for special
redemption in Section 5.9(A). “Event of Taxabiligs used in this Section 4.5 means
with respect to the Bond: (i) the application of tielated proceeds in such manner such
that any Bond becomes an “arbitrage bond” withenrtteaning of Code Sections
103(b)(2) and 148, and with the result that intetlesreon is or becomes includable in a
holder’s gross income (as defined in Code Sectign(@) if as the result of any act,
failure to act or use of the related proceeds grmaisrepresentation or inaccuracy in any
of the representations, warranties or covenantsaged in or related to the Bonds by the
District or the enactment of any federal legislatar the promulgation of any federal rule
or regulation after the date of this Resolutioricsrany other reason, the interest on the
Bond is or becomes includable in a holder’s groserine (as defined in Code Section
61), or (iii) any determination by the Internal Reue Service or a court of competent
jurisdiction that the Bond is not a “qualified taxempt obligation” under Section
265(b)(3) of the Code.

ARTICLE V

FUNDS AND ACCOUNTS

Section 5.1._Revenue Fund. (A) There is heretgbéished a special trust fund of the
District to be held by the Trustee and to be knawnhe “Project Revenue Fund.” The District
shall pay all of the Revenues into the Revenue Fasngromptly as practicable after receipt
(other than the Revenues expressly required orifiethby the Resolution to be credited to or
deposited in any other Fund or Account).

(B) The moneys in the Revenue Fund shall be appli¢ekifiollowing order of
priority:

(1) First, to payment of the amounts required to be paim the Revenue
Fund into the Debt Service Fund and Debt ServiceeRe Fund, and the amounts paid
to the District to pay the Outstanding Notes;

(i) Second, to payment to the District to pay OperaErgenses;

(i)  Third, to payment of the amounts (if any) requitedbe paid from the
Revenue Fund into the Reserve and Contingency Fund;
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(iv)  Fourth, to payment of the amounts required to he fpam the Revenue
Fund into the Redemption Fund and the Rebate Fund;

(V) Fifth, in accordance with, and to purposes perhittg Section 5.6,
including the pledging of the same to secure otiigations or payment to the District
free and clear of the lien of the Resolution;

(viy  Sixth, to payment to the District to pay principald interest, if any, due
on the Series 2011 C Subordinated Notes by thei®ist due on other subordinated
debt that may be issued by the District; and

(vii)  Seventh, to payment to the District to pay theaioempensation due the
management company under the Operating Agreement.

(C) Before applying moneys in the Revenue Fund in aogtmfor any purpose
having a lower priority as provided in paragraph @Bove, the District shall provide for all
payments having a higher priority to be made wiguoh month. Before applying moneys in the
Revenue Fund for any purpose having lower prighign Operating Expenses as provided in
paragraph (B) above, the District may reserve ciefit moneys, together with reasonably
expected Revenues, to meet estimated OperatingnBapdor a reasonable period not to exceed
six months.

(D)  All moneys held by the District in the Revenue Fghdll, until otherwise
invested or applied as provided in the Resolutiengdeposited by the District in its own name,
for the account of the Revenue Fund with the Teustdonthly, the Trustee shall deduct all
amounts to be paid to the Debt Service Fund, th# Bervice Reserve Fund, the Rebate Fund,
Redemption Fund and the Reserve and Contingenay ffam the Revenue Fund. All
remaining amounts shall be promptly transferrethéoDistrict and deposited in such depository
or depositories as the District shall at any timé&om time to time appoint for the purpose. Any
depository so appointed shall be a bank or trustpeamy within or outside of the State eligible to
receive deposits of public moneys and which is enber of the Federal Deposit Insurance
Corporation and has a capital and surplus nottleasten million dollars ($10,000,000).

(E) For so long as the District is not in default underthe payments provided below
do not result in a default under, any obligatiorsvpusly issued by ECF Holdings, LLC, for
which payment has been assumed by the Districtfaargb long as any agreed-to subordination
of holders of any such debt is respected, when®perating Cash Flow (“OCF”) of the Project
exceeds $500,000 for a complete calendar yearesitehall be paid on all Series C Notes in the
lesser amount of: (a) 15% of the OCF; or (b) thkeamnount of interest then due under such
Series 2011 C Subordinated Notes. Such paymealishbehmade semi-annually in the following
year on the dates specified in the Series 20110r8inated Notes. For the purposes of this
section, OCF shall be defined to mean the earrbefse interest, taxes, depreciation and
amortization (“EBITDA”) minus interest on : (i) teCF Holdings, LLC 2010 Series A Notes;
(i) any notes or other debt issued by ECF Holding<C, between January 1, 2011 and January
1, 2015; and (iii) any special notes issued by Hoklings, LLC, to Matrix Design Group, Inc.
between September 30, 2013 and January 1, 2014.
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Section 5.2._Debt Service Fund. There is hersgbéished a special trust fund of the
District to be held by the Trustee and to be knawhe “Project Debt Service Fund,” consisting
of three separate accounts:

(A)  The “Interest Account” shall be used to pay thenest on the Bonds. Not later
than the sixth business day prior to the end okbxidn calendar month before the date upon
which an installment of interest on the Bonds &egies falls due, and on or before the sixth
business day prior to the end of each calendar mbeteafter until the installment falls due, the
Trustee shall pay from the Revenue Fund into tterést Account an amount equal to one-sixth
of the installment of interest coming due. Thetiss shall also transfer from the Revenue Fund
to the Interest Account any amount required toipsgrest on overdue principal. If at any time
the District determines that the amounts on deposite Interest Account in respect of
capitalized interest exceed the amount requirecttbie it may direct the Trustee to transfer all
or part of the excess monthly to the Constructiond=or, in the event refunding Bonds are
issued, as provided in the Supplemental Resoldhierefor.

(B)  The “Principal Account” shall be used to pay theppal of Serial Bonds. Not
later than the sixth business day prior to theddritie twelfth calendar month before the date
upon which an installment of principal of Serialri8ls of a Series falls due, and on or before the
sixth business day prior to the end of each calemaeanth thereafter until the installment falls
due, the Trustee shall pay from the Revenue Fuodi Principal Account an amount equal to
one-twelfth of the installment of principal comidge. The Trustee shall also transfer from the
Revenue Fund to the Principal Account any amouired to pay principal of Serial Bonds
which has been accelerated pursuant to Section 8.2.

(C) The “Sinking Fund Account” shall be used to payphecipal or sinking fund
installments on Term Bonds. Not later than théhsbusiness day prior to the end of the twelfth
calendar month before the date upon which a sinking installment of Term Bonds of a Series
falls due, and on or before the sixth businesspiay to the end of each calendar month
thereafter until the installment falls due, the Stee shall pay from the Revenue Fund into the
Sinking Fund Account an amount equal to one-twalftthe sinking fund installment coming
due. The Trustee shall also transfer from the Rexd-und to the Sinking Fund Account any
amount required to pay principal of Term Bonds WwHias been accelerated pursuant to Section
8.2. The Trustee shall call Term Bonds for redéompdn the sinking fund installment date to
the extent of the sinking fund installment cominged Moneys on deposit in the Sinking Fund
Account for a sinking fund installment on Term Beraf a Series and maturity may, and if so
directed by an Authorized Officer shall, be appliedhe purchase of the Term Bonds, at a price
not exceeding the applicable redemption pricegadtl60 days before the sinking fund
installment date, the accrued interest being paich the Interest Account, and these purchases
shall be credited against the sinking fund instaiitrat the applicable redemption price. The
District may also purchase Term Bonds with othexilable funds (excluding funds in the
Special Redemption Account) and credit them agairsshking fund installment applicable to
them at the applicable redemption price by delhgethem to the Trustee for cancellation at least
60 days before the sinking fund installment datkaay pay the accrued interest on the
purchase from the Interest Account.
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(D)  Sums funded from Bond proceeds or earnings theaadron deposit in the
Interest Account to pay an installment of inteigst other sums on deposit in the Interest
Account, Principal Account or Sinking Fund Accoanid available to pay an installment of
interest or principal or sinking fund installmeas(the case may be) shall be credited against the
monthly payments required to be made into the Antfar that installment. In the event of the
purchase or redemption of Bonds between the datablshed for payment of installments of
interest or principal or sinking fund installmerttse subsequent monthly payments shall be
adjusted so that the amounts deposited to payakteimstallments and not withdrawn for the
purchase or redemption of Bonds will be equal eoamounts needed to pay the installments and
any excess shall be returned to the Revenue Hditide first installment of interest on the
Bonds of a Series will come due in more or less 8ia months, or the first installment of
principal or sinking fund installment in less tharelve months, the number of monthly
payments to provide for that installment shalliereéased or decreased, as the case may be, and
the amount of each payment adjusted accordinglthatan any event the amount required to
pay the entire installment shall be deposited awatr lthan the sixth business day prior to the end
of the calendar month before the date on whicalls tiue.

Section 5.3._Debt Service Reserve Fund. Thdmerisby established a trust fund of the
District to be held by the Trustee and to be knaamnhe “Project Debt Service Reserve Fund.”
The purpose of the Debt Service Reserve Fundpsaade a reserve for the payment of the
principal or redemption price of and interest o Bonds, but not for the payment of the
principal or redemption price of and interest oy anbordinate obligation issued under Section
2.6. Provided no Event of Default described hehais occurred, if on any date when an
installment of interest or principal or a sinkingh@l installment becomes due the amount on
deposit in the Debt Service Fund is insufficienp&y such installment of interest or principal or
sinking fund installment, the Trustee shall makdhgdeficiency by transfer from the Debt
Service Reserve Fund. If at any time the amouthierDebt Service Reserve Fund is less than
the Debt Service Reserve Fund Requirement, thadewhall forthwith make up the deficiency
from the Reserve and Contingency Fund, and anyinegmgadeficiency shall be made up by six
approximately equal monthly transfers by the Traistem the Revenue Fund. For purposes of
determining the amount in the Debt Service ResEwrel, the fair market value of investments
shall be determined as of December 31 in eachgreahen required in connection with a
deposit or transfer (including in connection witle issuance of a Series of Bonds). If the
amount in the Debt Service Reserve Fund is gréladerthe Debt Service Reserve Fund
Requirement on June 30 or December 31 of any yegpan the issuance of a Series of Bonds,
the excess shall be dealt with in the manner peavidr earnings from investment of the Debt
Service Reserve Fund or, in the case of an ex¢gessthe issuance of a Series of Bonds, as
otherwise provided in the Supplemental Resolutiaviding for such issuance. If an Event of
Default has occurred, the Trustee may, at the titmeof the Bondholders, use the balance of the
Debt Service Reserve Fund to: preserve the lieth@fRevenues and assets of the District, pay
counsel, sell or lease the District’s assets, sse District’s assets, collect Revenues due from
the District’s ratepayers, and pay Operating Expsns

Section 5.4._Reserve and Contingency Fund. (&rd@ls hereby established a special
trust fund of the District to be held by the Trestand to be known as the “Project Reserve and
Contingency Fund.” The Reserve and ContingencylFsinall be used to pay, as the District, at
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its sole discretion determines for (1) necessangwals, replacements, modifications, capital
additions, betterments and extraordinary repaitb@Project, (2) costs of the retirement from
service, decommissioning, disposal and terminaticthe Project, and (3) extraordinary
operation and maintenance costs and the cost@weéming or correcting any unusual loss or
damage (including major repairs and insurance dédde@ayments). Any Supplemental
Resolution providing for the issuance of a SerieBands may provide for a deposit from the
proceeds of the Bonds into the Reserve and Comtaygeund. Commencing on the Date of
Commercial Operation, the District shall pay frdm Revenue Fund into the Reserve and
Contingency Fund on or before the sixth businegsdar to the end of each month an amount
equal to 5% of the amount required to be depositédat time in the Debt Service Fund
pursuant to paragraphs (A), (B) and (C) of Sechidh If on the last day of any Bond Year the
amount in the Reserve and Contingency Fund, aéiéucting any amount committed or
obligated for the purposes specified in this Sechiot not yet paid, is greater than the Reserve
and Contingency Fund Requirement, the Trusteq, iafdding any payment required by
paragraph (B) of this Section, shall pay the exte$ke Revenue Fund.

(B) Ifthere is a deficiency in the Debt Service Resdfund after a transfer is made
under Section 5.3, the Trustee shall make up theielecy by transfer from the Reserve and
Contingency Fund.

Section 5.5._Rebate Fund. (A) There is herelgbdished a special trust fund of the
District to be held by the Trustee and to be knaamnhe “Project Rebate Fund.” The purpose of
the Rebate Fund is to ensure compliance with Cedaédh 148(f) (the “Rebate Provision”). For
each Series of Bonds issued under this Resolubithei( than Taxable Bonds) there shall be
established by the Trustee within the Rebate Fuseparate account into which any Excess (as
defined below) allocable to such Series shall podied. Within thirty (30) days after the close
of each Rebate Year, the District shall computecantify to the Trustee in reasonable detail the
amount of Excess, if any, for such Rebate Year thadistrict shall deposit such amount into
the Rebate Fund from the Revenue Fund within s€fedays of such certification.

(B) If at the close of any Rebate Year the amount ynaacount of the Rebate Fund
exceeds the amount that would be required to libtpahe United States under Section 5.5(D) if
the applicable Bonds were no longer Outstandingnugertification thereof in reasonable detalil
by the District to the Trustee, such excess shalptly be paid to the District for deposit in the
Revenue Fund.

(C)  “Excess” for any period means the sum of
(1) the excess of

(A) the aggregate amount earned on all Nonpurposetmeess (other
than investments attributable to an excess destnibehis subparagraph) in the
Debt Service Reserve Fund, the Redemption Fund;d¢imstruction Fund and,
but only in the circumstances described belowh&@ebt Service Fund over

(B)  the amount which would have been earned if all Nioppse
Investments in such funds were invested at a raial¢o the yield (determined in
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accordance with the Code) on the Series of Bonagtoh such moneys are
attributable, plus

(i) any income attributable to the investment of armyesg described in
subparagraph (i) above or this subparagraph (ii).

The term “Nonpurpose Investment” shall have themmgpgiven in the Rebate Provision
and shall be applied as provided therein. Nonmepovestments shall be valued at market for
the purposes of this Section 5.5(C). In deternginire aggregate amount earned on Nonpurpose
Investments, any realized gain or loss shall bertakto account and earnings on amounts paid
into the Debt Service Fund by the District pursuarfsection 5.2 shall not be taken into account
if the gross earnings on such account for the Re¥atr are less than $100,000.

(D) (O Within thirty (30) days after the close of thith Rebate Year, and at least
once in each five-year period thereatfter, the Beishall pay from the Rebate Fund to the
United States on behalf of the District the fullamt then required to be paid under the Rebate
Provision. Within thirty (30) days after the Bormofsany Series are no longer Outstanding, the
Trustee shall pay to the United States from thealReBund on behalf of the District the full
amount then required to be paid under the Rebatg@dtyn as calculated by the District. Each
such payment shall be filed with the Internal Reme8ervice Center, Ogden, Utah 84201, or
any successor location designated by the InteragéRue Service, accompanied by a copy
(furnished by the District) of the Form 8038-T @ther similar information reporting form) filed
with respect to the Series of Bonds and a stateswenimarizing the determination of the amount
required to be paid. If the amount in the RebatedHs insufficient to pay the amount required
to be paid under the Rebate Provision, the Disshetll be liable to make up that deficiency prior
to the Rebate Payment Date (as defined below).

(i) No later than fifteen (15) days prior to each datevhich a payment
could become due under Section 5.5(D) (a “RebayenBat Date”), the District shall
deliver to the Trustee a certificate either summag the determination that no amount is
required to be paid or specifying the amount tleguired to be paid pursuant to this
Section 5.5(D) and if an amount is required to & pthe Trustee shall make such
payment on the Rebate Payment Date from the Ré&baie or other funds provided by
the District.

(E) The Trustee shall keep such records as will enabled the District to fulfill the
responsibilities under this Section 5.5 and thea®eProvision and shall retain such records for
at least six years following final payment of thenfls. The Trustee may rely conclusively upon
all rebate calculations provided to it under thest®n 5.5 and shall not have any obligation to
make any rebate calculations or confirm calculatidelivered to it hereunder.

(F)  The purpose of this Section 5.5 is to satisfy g#gpurements of Code Section
148(f). Accordingly, this section shall be constitso as to meet such requirements.

Section 5.6._Surplus Moneys in the Revenue Fufyétfter the District has made the
required transfers from the Revenue Fund set favtdve, the amount on deposit in the Revenue
Fund exceeds the reserve (if any) pursuant to papad C) of Section 5.1, the District may
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apply the excess (i) to pay costs of modificati@u]itions and betterments to the Project, (ii) to
redeem Bonds by deposit to the Optional Redem@tmmount, or (iii) to any other lawful
purpose of the District, including deposits in &unds or Accounts (other than the Special
Redemption Account) and expansion of the telecomeations services offered by the District.

Section 5.7._Construction Fund. There is heredbgldished a special trust fund of the
District to be held by the Trustee and to be knaamnhe “Project Construction Fund.” Moneys
in the Construction Fund shall be applied to thenmnt of Costs of Acquisition and
Construction. Project construction cost invoideslishe submitted monthly by the Operating
Agreement management company for review and appbgwvide District which invoices shall
include capitalized labor costs and expenses dlleda Project construction and Project
supervisory personnel. Before any payment is nfadinis purpose from the Construction
Fund, the District shall file with the Trustee attn order signed by an Authorized Officer and
stating (i) the name and address of the persorhtomwthe payment is due, (ii) the item or items
to be paid, (i) the amount to be paid for eaemi (iv) that the items to be paid have been
incurred by the District, that each item is a prapeam for payment from the Construction Fund
and that the amount to be paid has not already paienfrom any Fund or Account maintained
by the Trustee under the Resolution, and (v) ilnpant is to be made to the District, that the
District has advanced payment for the item froneofinds. Where Bond proceeds are to be
used to provide working capital, they may be trarefd to the Revenue Fund upon receipt by
the Trustee of a certificate of an Authorized GHfito the effect that they are not needed for
other Costs of Acquisition and Construction and thay are reasonably needed to provide for
Operating Expenses or other costs relating to tbg& not otherwise provided by Bond
proceeds.

Section 5.8._Project Completion. As soon as malcke after the Date of Commercial
Operation, the District shall file a certificatetiwvthe Trustee stating that the Project has been
completed, giving its Date of Commercial Operatiamg setting forth any remaining Costs of
Acquisition and Construction to be paid from then§touction Fund. Any balance of moneys in
the Construction Fund not needed to pay the remgi@bsts of Acquisition and Construction
may be used to expand the Project or transferrsttdi the Debt Service Reserve Fund to the
extent necessary to cause the amount in the Delic&&eserve Fund to equal the Debt Service
Reserve Fund Requirement and the balance shaéifiesidled, as determined by the Board, (i) to
the Special Redemption Account, (i) to the Resenve Contingency Fund to the extent that the
amount immediately thereafter on deposit will natesed the Reserve and Contingency Fund
Requirement, or (iii) to the extent such balancesdoot exceed $200,000, to the Revenue Fund.

Section 5.9._Redemption Fund. There is herelabbéshed a special trust fund of the
District to be held by the Trustee and to be knawnhe “Project Redemption Fund,” consisting
of two separate accounts:

(A)  The “Special Redemption Account” shall be usedurcpase or redeem Bonds,
including the payment of premium (if any), whicte @ubject to redemption by operation of the
Special Redemption Account at redemption pricesostt in the applicable Supplemental
Resolution.
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(B)  The “Optional Redemption Account” shall be useguochase or redeem Bonds,
including the payment of premium (if any), whicte @ubject to redemption by operation of the
Optional Redemption Account at redemption priceédah in the applicable Supplemental
Resolution. All moneys transferred to the RedeompEund not required to be deposited in the
Special Redemption Account shall be depositederQptional Redemption Account.

(C)  Moneys in the Redemption Fund shall be appliedhbyTirustee as soon as
practicable to the purchase or redemption of Boridse purchase price (excluding accrued
interest) shall not exceed the earliest availadlemption price (excluding accrued interest). If
the accrued interest on a purchase of Bonds isa#l@iin the Interest Account, it shall be paid
from the Interest Account. Otherwise, the Distsicall transfer moneys from the Revenue Fund
to the Redemption Fund to pay accrued intereshempurchase of Bonds or to reimburse the
Redemption Fund for accrued interest already pBiothing in this Section shall be deemed to
authorize redemption of any Series of Bonds othehan in accordance with their terms.

(D)  In purchasing Bonds from the Redemption Fund oSin&ing Fund Account in
the Debt Service Fund, the Trustee shall use gsdféorts to obtain the fairest price obtainable
with reasonable diligence.

Section 5.10._Investment of Funds. (A) Moneysl sl the District or the Trustee
which are not needed for immediate disbursemerik, $hdhe extent practicable and reasonable,
be invested in Investment Securities by the Distacby the Trustee as directed by the District
(or in Investment Securities of the type descrilveiiem (1) of the definition of Investment
Securities maturing not later than 30 days fromddike of investment if no direction is received
from the District), as the case may be, subjethédollowing:

(2) Moneys in the Debt Service Fund and the Redempiiowd shall be
invested in Investment Securities of the typesdesd in items (1), (2), (4) and (6) of
the definition of Investment Securities, maturimgsabject to redemption at the option of
the holder on or before the dates when the mondi/bewequired for expenditure.

(2) Moneys in the Debt Service Reserve Fund shall bested in Investment
Securities of the types described in items (1), @)and (6) of the definition of
Investment Securities, maturing or subject to rqutém at the option of the holder
within ten years from the date of investment (it later than the final maturity date of
the Bonds).

(3) Moneys in the Reserve and Contingency Fund shahssted in
Investment Securities maturing or subject to red@mgt the option of the holder within
ten years from the date of investment.

(4) Moneys in the Construction Fund shall be investelthvestment
Securities maturing or subject to redemption atogbigon of the holder on or before the
dates when the moneys are expected to be reqoirexpenditure. Any investment
directed by the District shall be made with duearelgo the most recent estimates of
amounts expected to be disbursed from time to fiora the Construction Fund.
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(5) Moneys in the Revenue Fund, when invested by tireatlirection of the
District, shall be invested in Investment Secusitieaturing or subject to redemption at
the option of the holder on or before the datesnithe moneys are expected to be
required for expenditure.

(6) Moneys in several Funds or Accounts may be investeddivided
interests in the same Investment Securities if Hreyotherwise eligible for each of the
several Funds or Accounts. Investment Securiti@g Ipe transferred in kind at fair
market value when deposits or transfers are regjifithey are eligible for the transferee
or depository Fund or Account.

(7) In the event that invested moneys in a Fund or Aotare required for
expenditure or transfer, they shall be sold or eetd to the extent necessary.
Investment Securities may be sold at their fairketivalue by one Fund or Account to
another if eligible for investment by the latter.

(B)  Except as otherwise provided below, all income ftbminvestment of any Fund
or Account established under the Resolution (inclgaet profit from the sale of any
investment) shall be deposited in the Revenue Famdf, so directed by the District, in any other
Fund or Account established under the Resolutioasmtherwise provided by Supplemental
Resolution. Income from investment of the RedeampEund shall accrue to it except that any
income not needed to pay or redeem Bonds shalllfject to the provisions of the preceding
sentence. Income from investment of the Rebaté Bhall accrue to it. For the period until the
Date of Commercial Operation (or until the Projsatliscontinued pursuant to Section 7.6)
income accruing from investment of the proceed®arfds which have been deposited in the
Interest Account, the Construction Fund, the Debw/ie Reserve Fund and the Reserve and
Contingency Fund, including income on the inconm@Jlsvhen received be deposited in the
Construction Fund, or, if so directed by the Ddtrin the Interest Account, or as otherwise
provided by the Supplemental Resolution under wthehBonds are issued. Any loss from
investment of a Fund or Account shall be chargetieéd-und or Account but shall be set off
against income from investment of the Fund or Actavhich would otherwise be deposited in
another Fund or Account.

(C) The fair market value of investment shall be deteeah as of a reasonable date
not more than three weeks prior to the applicable @t cost (plus amortized discount or minus
amortized premium but excluding accrued intereshéodate of purchase) plus accrued interest
to the date as of which they are valued unles3thstee determines that a lower valuation is
necessary by reason of uncertainty of payment ticipated loss on sale prior to maturity.

(D)  Notwithstanding anything in this Section 5.10 te tontrary, no gross proceeds
(as defined in Code Section 148(f)(6)(B)) of anyi&eof Bonds issued under the Resolution
shall be invested in any of the following:

1) Investment Securities described in items (1) oof2he definition of
Investment Securities, in each case with yieldslotlian the yield available on
comparable obligations then offered by the Uniteté3 Treasury;
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(2) interest bearing bank accounts exceeding an aggragaount of $25,000
at any time, taking into account all funds investeder the Resolution; and

(3) Investment Securities described in items (4), &), (7), (8) or (9) of the
definition of Investment Securities except (i) e extent the Trustee or the District, as
the case may be, is advised by nationally recodrimend counsel that such investment
would not result in a “prohibited payment,” as defi in regulations under Code Section
103(c)(6) or (ii) for investment of moneys in theli@ Service Fund derived from
payments by the District during a Rebate Year ictvithe Trustee estimates that the
total earning on such moneys during such Rebate Wilanot exceed $100,000. For
purposes of this subsection “yield” shall havernieaning given it in Section 5.5.

The requirements of this paragraph (D) shall nplyafo moneys allocable to any
Taxable Bonds or any Series of Bonds as to whielTtlustee and the District shall have
received an opinion of nationally recognized boadrsel to the effect that such requirements
are no longer necessary to preserve the exemptinteoest on the Series of Bonds from federal
income taxation.

(E)  The Trustee shall have no responsibility or ligypifor any depreciation in the
value of any investment or for any loss, direcinglirect, resulting from any investment made in
accordance with the instructions of the Distri€he Trustee shall be without liability to the
District or any other person in the event that exwgstment made in accordance with the
instructions of the District shall cause any orcélthe Bonds to be or become arbitrage bonds
within the meaning of Code Section 148 or shalkeaany person to incur any liability or
rebates or other monies payable pursuant to the IRC

ARTICLE VI

TRUSTEE

Section 6.1._Qualifications and Appointment; Reatipn or Removal. (A)
is hereby appointed as Trustee hereunder, andoipenpy, rights, powers and duties of the
Trustee under the Resolution are hereby vestegidnTsustee in trust for the Bondholders. Any
successor Trustee shall be a trust company orWwahia or outside of the State having trust
powers and a combined capital and surplus of resttlean fifty million dollars ($50,000,000).

(B)  The Trustee may resign on not less than thirty (&3)’ notice given in writing
to the District and the Bondholders, but such mesigpn shall not take effect until a successor
has been appointed by the District and has acceypigdposition. The Trustee will promptly
certify to the District that it has mailed suchioetto all Bondholders and such certificate will be
conclusive evidence that such notice was givehemtanner required hereby. The Trustee may
be removed (i) by written notice from the ownersha majority in principal amount of the
Bonds Outstanding to the Trustee and the Diswic(ii) so long as no default or Event of
Default exists hereunder, by the District, withttem notice to the Trustee, but no such removal
shall take effect until a successor has been agaband assumed the duties hereunder. A
petition in a court of competent jurisdiction f@moval of the Trustee and the appointment of a
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successor may be filed by the Bondholders repregenot less than 25% in principal amount of
the Bonds Outstanding.

(C)  Any corporation or association which succeeds e¢cctirporate trust business of
the Trustee as a whole or substantially as a widiether by sale, merger, consolidation or
otherwise, shall thereby become vested with allptiogperty, rights and powers of the Trustee
under this Agreement, without any further act amayance.

(D) In case the Trustee resigns or is removed or besdmapable of acting, or
becomes bankrupt or insolvent, or if a receivguyitdator or conservator of the Trustee or of its
property is appointed, or if a public officer tala®mrge or control of the Trustee, or of its
property or affairs, a successor shall be appoibyetthe District. The successor Trustee shall
notify the Bondholders of the appointment in wigtiwithin twenty (20) days from the
appointment. If no appointment of a successoradewithin forty-five (45) days after the
giving of written notice in accordance with thixgen or after the occurrence of any other event
requiring or authorizing such appointment, the outg Trustee or any Bondowner may apply to
any court of competent jurisdiction for the appwiant of such a successor, and such court may
thereupon, after such notice, if any, as such aoasgt deem proper, appoint such successor.
Any successor Trustee appointed under this seshat be a trust company or a bank having the
powers of a trust company, authorized to serverasté&e under the Act, having a capital and
surplus of not less than $50,000,000. Any suckessor Trustee shall notify the District of its
acceptance of the appointment and, upon giving sotihe, shall become Trustee, vested with
all the property, rights and powers of the Trusteeeunder, without any further act or
conveyance. Such successor Trustee shall exelzlieer, record and file such instruments as
are required to confirm or perfect its successieretinder and any predecessor Trustee shall
from time to time execute, deliver, record and $ileeh instruments as the incumbent Trustee
may reasonably require to confirm or perfect argcsasion hereunder.

Section 6.2._Responsibility of Trustee; RelianoeCertificates and Opinions. Prior to
the Trustee having actual knowledge of an Evemedault, and after the curing or waiving of
all Events of Default actually known to the Trusté® Trustee shall not be liable except for the
performance of the duties specifically set outhia Resolution. In case of an Event of Default of
which the Trustee has actual knowledge, the Trista# use the same degree of care and skill
in the exercise of the rights and powers vestedy the Resolution as a prudent man would
use in the conduct of his own affairs. The Trustesl not be liable for an error of judgment
made in good faith by a responsible officer ora&fs unless the Trustee was negligent in
ascertaining the pertinent facts, or for any actaken or omitted to be taken by it in good faith
in accordance with the direction of the holdersaifless than a majority in principal amount of
the Outstanding Bonds, relating to the time, metiiod place of pursuing any remedy or
exercising any trust or power under the Resolutibhe Trustee shall be wholly protected when
acting in good faith upon advice of counsel, who/ba counsel to the District.

The Trustee may act through agents with respeahymf its duties or responsibilities
hereunder. The Trustee shall in no event be lifsléhe application or misapplication of funds,
or for other acts or defaults by any person, fiomgorporation, except its own directors, officers,
employees and agents. No recourse shall be hdtelyistrict or any Bondholder for any claim
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based on this Resolution, any Supplemental Resaolati any Bond against any director, officer,
employee or individual agent of the Trustee allggiersonal liability on the part of such person,
unless such claim is based upon the bad faithgfoaudeceit of such person. A permissive right
or power to act shall not be construed as a reqpaing to act.

The Trustee shall not be required to monitor tharicial condition of the District or the
physical condition of the Project and, unless ottie expressly provided, shall not have any
responsibility with respect to notices, certificgter other documents filed with it hereunder,
except to make them available for inspection byBbadholders. The Trustee shall be deemed
to have knowledge of and shall not be requirecke hotice of any Event of Default hereunder,
except for an Event of Default described in Sec8di(1) or (2) hereof relating to the payment
of principal of, premium, if any, and interest ¢ve Bonds, unless the Trustee shall be
specifically notified in writing by the District dondholders representing not less than 25% in
principal amount of the Bonds Outstanding.

Notwithstanding any other provision of this Resmintto the contrary, in determining
whether the rights of the Bondholders will be adedy affected by any action taken pursuant to
the terms and provisions of this Resolution, thesiee shall consider the effect on the
Bondholders as if there were no Bond Insurance.

Section 6.3._Evidence of Compliance with Condsi&trecedent. When any action by
the Trustee is called for by the Resolution, thesT@e may conclusively rely upon certificates or
opinions that it reasonably believes to be genaord@orming to the requirements of the
Resolution or Bond Insurance with respect to satigfany conditions precedent for the action
to be taken or it may defer action pending recei@uch additional evidence (if any) as the
Trustee may require for the purpose.

Section 6.4._Statements of Funds and Accountg.mgoe than 30 days after the close of
each Fiscal Year, the Trustee shall furnish taQis¢rict and to any Bondholder filing with the
Trustee a written request for the same a stateaidintthe receipts and disbursements of
moneys by the Trustee during the Fiscal Year utftieResolution, (ii) the amount held by the
Trustee at the end of the Fiscal Year in each FEumsccount under the Resolution, (iii) the
investments held by the Trustee in each Fund ooiatas of the end of the Fiscal Year, (iv) the
principal amount of Bonds purchased by the Trudteeng the Fiscal Year from moneys in any
Fund or Account under the Resolution and the pwselpaices of the Bonds, (v) the principal
amount of Bonds redeemed by the Trustee duringigeal Year from each Fund or Account
and the redemption prices, and (vi) any other m#gtion which the District may reasonably
request. The Trustee shall also promptly notig/ Ehstrict of the making of all required
payments to or from the Debt Service Fund and #seRe and Contingency Fund other than
payments made by or to the District.

Section 6.5._List of Bondholders. The Trusted| gitaserve, on as current a basis as
reasonably practicable, all information as to thmas and addresses of the holders of the Bonds
() received by it in its capacity as paying agemntthe Bonds; or (ii) filed with it by any
Bondholder for this purpose. The Trustee may dgsiny information maintained by it under
this Section, which it considers to be obsoletéreasonable times and under reasonable
regulations established by the Trustee, the inféiomainder this Section and the books of
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registry under Section 3.4 may be inspected anéddyy the District or by the holders (or a
designated representative thereof) of 10% or mopeincipal amount of the Outstanding Bonds,
the ownership of the Bonds and the authority oésighated representative to be evidenced to
the satisfaction of the Trustee. The Trustee stwlbe responsible for the accuracy of the
information received by it under this Section.

Section 6.6._Trustee May File Proofs of Claim$e Trustee may file such proofs of
claim and other papers or documents as may bessges advisable in order to have claims of
the Trustee and of the holders of the Bonds alloweddicial proceedings relative to the
District, its creditors or its properties.

Section 6.7._Trustee Not Responsible for ActdhefDistrict; No Representations by
Trustee. The Trustee shall not be responsiblawee Any liability for any act of the District.
The Trustee shall not be responsible for the ctmess of any recitals or representations in the
Resolution or in the Bonds, all of which are madiely by the District. The Trustee does not
make any representations as to, nor has any rabgiy$or, the validity of the Resolution or of
the Bonds.

Section 6.8._Trustee May Deal in Bonds and Othdelbtedness of the District. The
Trustee and its directors, officers, employeesagehts, may buy, sell, hold and deal in any of
the Bonds, may join in any action which any holoka Bond may be entitled to take, and may
enter into other commercial or financial relatioipshwith the District, as if the Trustee was not
the Trustee.

Section 6.9._Fees and Expenses of Trustee. Tustekr shall be entitled to reasonable
fees and reimbursement by the District for all eg@s (including, but not limited to, attorneys’
fees) reasonably incurred by it in the performamiciés duties and powers under the Resolution.
If such fees and reimbursements are not paid whentley may be subject to interest at the
“base rate” of the Trustee (or, if none, the ndaggsivalent), and if not otherwise paid, the
Trustee shall have a lien for these fees and raiseinent on the moneys pledged to secure the
Bonds and held by it under the Resolution, priathlien of the holders of the Bonds. Any
earnings realized by the Trustee from the investroéfunds held under Section 11.2, including
the estimated or approximate earnings from unaiétavestments fairly attributable to those
funds, shall be taken into account in establistié@s under this Section.

Section 6.10._Co-Trustees and Separate Trustdemy time, for the purpose of
meeting the legal requirements of any jurisdiciiowhich any of the trust estate may at the time
be located, the Trustee shall have the power toiappne or more persons either to act as co-
trustee, jointly with the Trustee, of all or anytpaf the trust estate, or to act as separatecteust
of any such property, in either case with such pews may be provided in the instrument of
appointment, and to vest in such person or pernsaie capacity aforesaid, any property, title,
right or power deemed necessary or desirable, stulgjehe other provisions of this section. The
Trustee may at any time accept the resignatiom cfmove any co-trustee or separate trustee
and appoint a successor. At the request of thet@euthe District shall execute, acknowledge
and deliver such instruments as may be requirednérm or effectuate such appointment and
the powers and interests granted or such resignatioemoval. Every co-trustee or separate
trustee shall, to the extent permitted by law, fyeoented subject to the following terms:
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(A)  The Bonds shall be authenticated and deliveredadimgjhts, powers, duties and
obligations hereunder in respect of the custodyarfieys, investments and other personal
property held by or required to be deposited odgpel with the Trustee under the Resolution
shall be exercised solely by the Trustee.

(B)  The rights, powers, duties and obligations herefferred or imposed upon the
Trustee in respect of any property covered by sygointment shall be conferred or imposed
upon and exercised or performed by the Trusteg tind Trustee and such co-trustee jointly, as
shall be provided in the instrument appointing sceirustee or separate trustee, except to the
extent that upon any law of any jurisdiction in athany particular act is to be performed, the
Trustee shall be incompetent or unqualified toganfsuch act, in which event such rights,
powers, duties and obligations shall be exercisedperformed by such co-trustee or separate
trustee. Any action of Bondholders delivered t® Thustee shall be deemed to have been
delivered to each co-trustee and separate trustee.

(C) No co-trustee or separate trustee hereunder shakitsonally liable by reason of
any act or omission of the Trustee or any otheh $ucstee hereunder.

(D)  Nothing contained in this Resolution shall in argywobligate the Trustee to pay
any debt or meet any financial obligations hereutideunder any Supplemental Resolution) to
any person except from moneys received under thasions of this Resolution (or under any
Supplemental Resolution), including from the exaz®f its rights and remedies hereunder (or
under any Supplemental Resolution), other thamrbeeys received for its own purposes.

ARTICLE VII

COVENANTS TO SECURE BONDS

Section 7.1._Construction and Maintenance of tiogeet. The District will use its best
efforts to arrange for the financing, planning, ieegring, design, acquisition, construction,
operation and maintenance of the Project, obtaari@nge to obtain permits and other rights and
regulatory approvals necessary therefor, and iBsunels to finance the Costs of Acquisition and
Construction of the Project and the costs of argseary modifications, additions and
betterments for the Project not otherwise provifbed

Section 7.2._Rates and Charges. (A) The Disthell establish, revise, levy and collect
Revenues at least sufficient to meet the Oper&xgenses of the District, an amount equal to
125% of the current Fiscal Year’s interest andgpal payments, (excluding any change in tax
accredited value of any outstanding Notes or Bqndsluding payments into sinking funds for
the retirement of principal, and an amount equéhéoother requirements of any trust agreement
or resolution securing bonds or notes of the Qistmcluding the Bonds and the Resolution.

(B)  Without limiting the generality of the foregoindnet District shall establish and
collect rates and charges, whether or not the &rigeeompleted, operable or operating and
notwithstanding the suspension, interruption, fietence, reduction or curtailment of the output
of the Project, which will provide the District WilRevenues sufficient to pay:
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(1) Operating Expenses and all other costs of the pperation and
maintenance of, and repairs, renewals and replatsmt® the Project in order to keep
the Project in good operating condition and alesxassessments or other governmental
charges lawfully imposed on the Project or the meres therefrom, or payments in lieu
thereof, payable by the District;

(2) amounts which the District is obligated to payte Trustee pursuant to
Sections 5.2, 5.3, 5.4 and 5.5 respectively;

(3) costs to the District of prevention or correctidrany unusual loss or
damage and of major repairs, renewals and replatsraed of capital additions,
betterments, improvements, extensions and deconomisg less that part, if any, of
such costs as is provided for from insurance, fammounts available therefor in the
Reserve and Contingency Fund and from Additionald®oissued in accordance with
Section 2.3(B); and

(4) all other charges or obligations against the Regsmi whatever nature
and whether now or hereafter imposed by the Rasalatr by law or contract.

Section 7.3._No Free Service; Enforcement of Aat®®wing. Except for promotional
purposes and for discounted services furnishedibdiginstitutions, and for in-kind
compensation, so long as any Bonds are Outstanthi@d)istrict will not furnish or supply any
commodity, service or facility furnished by or iarmection with the Project free of charge to
any person, firm or corporation, public or privedaad the District will promptly enforce the
payment of any and all accounts owing to the [isby reason of the Project.

Section 7.4._Annual Budget. The District shdé fvith the Trustee and make available
on the District’s website a preliminary annual gtgrg budget within 30 days of its approval in
conformance with the Act. The District may at ainye adopt and file with the Trustee an
amended or supplemental operating budget for theaFl¥ear then in progress. The budget
shall show projected Operating Expenses, Debt &eamd other payments from the Revenue
Fund and the Revenues to be available to pay the.s# the District incurs aggregate
Operating Expenses in any Fiscal Year in excefiseodggregate amount shown in the annual
budget as amended and supplemented then the D&tailt promptly file a written report of any
such excess expenditure with the Trustee and makkakle on the District’s website. The
Trustee shall have no duty with respect to maftieid pursuant to this Section except to send
copies to Bondholders upon request.

Section 7.5._Insurance. (A) The District slealiry insurance with generally recognized
responsible insurers with policies payable to tietrigt against risks, accidents, or casualties
with a deductible of no more than $25,000. Indhent of loss or damage to property covered
by the insurance, the District shall promptly repegplace or reconstruct the damaged or lost
property to the extent necessary for the propedwainof its operations and shall apply the
proceeds of the insurance for that purpose toxteneneeded; provided, however, that no such
repair, replacement or construction shall be reglif the District files a certificate with the
Trustee signed by an Authorized Officer to the @fflat repair, replacement or reconstruction
of the damaged or destroyed property is not irbdst interest of the District and that failure to
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repair, replace or reconstruct the damaged oraestrproperty will not cause Revenues in any
future Fiscal Year of the District to be less tlaanamount sufficient to enable the District to
comply with all covenants and conditions of this&ation or impair the security or the
payment of the Bonds.

If the District elects to undertake the repairlaepment or reconstruction of the
damaged or destroyed property and such procedtie aforesaid insurance are insufficient for
such purpose, the amount of such insufficiency beagatisfied from moneys available under
Section 5.6 hereof for any lawful purpose of thetbiit. Any excess proceeds from property
insurance shall be paid to the Trustee for deposite Debt Service Reserve Fund to the extent
necessary to cause the amount in the Debt Sereserfi® Fund to equal the Debt Service
Reserve Fund Requirement and the balance shaéestled at the written direction of the
District in the Redemption Fund or the Reserve @adtingency Fund to the extent the amount
immediately thereafter on deposit will not exceleel Reserve and Contingency Fund
Requirement or, if the District receives an opinadmationally recognized bond counsel to the
effect that the proposed use of such proceedswatiladversely affect the tax exempt status of
any Bonds issued hereunder, in any other Fund codt hereunder as directed by the District.

(B) Within 60 days after the close of each Fistadr, the District shall file with the
Trustee a certificate describing the insurance theffect.

Section 7.6._Not to Encumber or Dispose of thgdeto The District shall not sell,
mortgage, lease or otherwise dispose of or encualber any portion of the Project, except
that:

(A)  The District may sell, lease, or otherwise dispafsgny portion of the Project
which in the reasonable judgment of the Distrit bacome unserviceable, inadequate, obsolete
or worn out or no longer necessary in the operasiche Project or which is to be or has been
replaced by other property. Proceeds of a salsgeler other disposition pursuant to this
paragraph or of a taking by eminent domain shafdud to the Trustee for deposit in the Debt
Service Reserve Fund to the extent necessary & ¢ha amount in the Fund to equal the Debt
Service Reserve Fund Requirement, and any baldadleog paid into the Revenue Fund if the
balance is not in excess of $200,000 or one perafehe principal amount of the Outstanding
Bonds, whichever is greater. Subject to the promsof paragraph (D) of this Section, if the
balance exceeds the sum, it shall be paid, asigtadDshall determine, to the Trustee for
deposit in (i) the Special Redemption Account,tfi@ Construction Fund for the purpose of
payment of Costs of Acquisition and Construction(iig the Reserve and Contingency Fund to
the extent the amount immediately thereafter orosiépvill not exceed the Reserve and
Contingency Fund Requirement.

(B)  The District may sell, lease or otherwise dispdsallar any portion of the
Project, provided that simultaneously with sucle salother disposition the District shall cause
all of the Bonds to be, or to be deemed to bepngdr Outstanding.

(C) The District may lease all or any portion of theject upon filing with the
Trustee (i) a certificate of an Authorized Offictating that the estimated Revenues to be
derived from the remaining portions of the Projéagiether with the estimated Revenues to be
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derived from the proposed lease of such propestigishe sufficient to enable the District to
meet its obligations under the Resolution, andafiopinion of nationally recognized bond
counsel satisfactory to the District and the Treistethe effect that the District’s entering into
the proposed lease will not cause interest on atlyeoBonds (other than Taxable Bonds) to
become subject to federal income tax. Proceeddezdse pursuant to this paragraph shall be
paid into the Revenue Fund.

(D) Inthe event that ownership of the Project or aay thereof is transferred from
the District by operation of law, any moneys reeéiby the District as a result shall be paid to
the Trustee for deposit in the Debt Service ResEwel to the extent necessary to cause the
amount in the Fund to equal the Debt Service Resemnd Requirement, and any balance, after
paying or providing for the costs of terminatiordatecommissioning, shall be paid into the
Revenue Fund if such balance is not in excess @ $20 or one per cent of the principal
amount of the Outstanding Bonds, whichever is grreaf such balance exceeds the sum, it shall
be paid to the Trustee for deposit in the SpecgldRption Account.

Section 7.7._Books of Account; Annual Audit. Thstrict shall keep proper books and
accounts relating to the Project. Within 120 dafysr the end of each Fiscal Year, the District
shall file with the Trustee an annual financiatetaent, certified by an independent certified
public accountant. In addition to other mattexpuneed by law or sound accounting or auditing
practice, the financial statement shall cover thagactions in the Funds and Accounts under this
Resolution. The report thereon of the accountiaall state whether there has come to the
attention of the accountant in the course of i@n@ration any default by the District with
respect to the Resolution or the Bonds and, ifleonature of the default. A copy of the
financial statement and report thereon shall beenaaghilable on the District’s websited and sent
to any Bond Insurer and to any Bondholder filingréten request with the Trustee.

Section 7.8._Payment of Taxes and Other Claintse Oistrict shall make timely
payments of all taxes, assessments and other gogeatal charges lawfully imposed upon the
Project or upon the Revenues, as well as all laat&uins for labor, materials and supplies
which, if not paid, might become a lien or chargemany part of the Project, or upon any of the
Revenues; but the failure to do so will not be aber®d a violation of this section so long as the
District is in good faith contesting the validity the tax, assessment, charge or claim.

Section 7.9._Employees’ Liability Coverage. Thistiict shall require officers,
employees or agents of the District (including thasting on the District’s behalf under the
Operating Agreement) collecting or handling mormegannection with the operation of the
Project to obtain fidelity bonds with responsibleety companies as surety in amounts usually
obtained by public agencies operating like propernto protect the District against loss.

Section 7.10._Powers as to Bonds and Pledge.Ditact is duly authorized under the
Act and all applicable laws to issue the Bondstaraldopt the Resolution and to pledge the
Revenues and other moneys, securities and fung®ged to be pledged by the Resolution in
the manner and to the extent provided in the Résolu The Revenues and other moneys,
securities and funds so pledged are and will bee dred clear of any pledge, lien, charge or
encumbrance thereon or with respect thereto pricsrtof equal rank with, the pledge created by
the Resolution except to the extent expressly geechhereby. The District will at all times, to
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the extent permitted by law, defend, preserve aatept the pledge of the Revenues and other
moneys, securities and funds pledged under thellR@soand all the rights of the Bondholders
under the Resolution against all claims and demahd# persons whomsoever.

Section 7.11. Extension of Payment of Bonds. Disgrict will not directly or
indirectly, other than in accordance with the tethereof, extend or assent to the extension of
the maturity of any of the Bonds by the purchasiinding of such Bonds or by any other
arrangement, and in case the maturity of any oBiteds shall be so extended, such Bonds shall
not be entitled in case of any default under theoRetion to the benefit of the Resolution or to
any payment out of any assets of the District erftimds (except funds held in trust for the
payment of particular Bonds pursuant to the Re&nlyteld by the Trustee except subject to the
prior payment of the principal of all Bonds isswewl Outstanding the maturity of which has not
been extended. Nothing in this section shall el to limit the right of the District to issue
refunding Bonds as provided in Article Il and sus$uance shall not be deemed to constitute an
extension of maturity of Bonds.

Section 7.12._ Tax Covenants. Except with resfmeahy Series of Taxable Bonds, the
District shall (i) not make any use of Bond proceedtake any other action that would cause the
interest on a Series of Bonds to become includeptass income for federal income tax
purposes, (i) not fail to take any other lawfulian necessary for interest on a Series of Bonds
to be or continue to be excluded from gross incéonéderal income tax purposes, and (i) in a
timely manner pay to the United States the full ant@f any rebate required to be paid under
the Code Section 1438(f).

Section 7.13._Further Assurance. At any timeahtimes the District shall, so far as it
may be authorized by law, pass, make, do, exeaokeowledge and deliver, all and every such
further resolutions, acts, deeds, conveyancegrasgints, transfers and assurances as may be
necessary or desirable for the better assuringjeyamg, granting, assigning or confirming all
and singular the rights, Revenues, Funds and Ad¢spand other Revenue producing contracts,
and other moneys and securities hereby pledgessigreed, or assigned in trust, or intended so
to be, or which the District may hereafter becomera to pledge or assign or assign in trust.

ARTICLE VI

DEFAULTS AND REMEDIES

Section 8.1._Events of Default. There shall bétarent of Default” if any of the
following occurs:

(1) If there is a default in the payment of the priadipf or redemption
premium, if any, on any of the Bonds when due, \whieat maturity or by proceedings
for redemption or otherwise.

(2) If there is a default in the payment of any intesany Bond, or of any
sinking fund installment, when due.
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(3) If the District defaults in any payment to be maute the Debt Service
Reserve Fund and the default continues for 20 days.

(4) If the District defaults in the performance of aotjier covenant or
agreement contained in the Resolution and the tefantinues for 120 days after
written notice to the District by the Trustee othe District and the Trustee by the
holders of not less than 25% in principal amourthefOutstanding Bonds.

(5) If the District (except as permitted in the Resioln} sells, mortgages,
leases or otherwise disposes of or encumbers thederor makes an agreement to do so
or allows any of its franchises or permits necesgarthe operation of the Project to
lapse.

(6) If an order, judgment or decree is entered by ataficompetent
jurisdiction (i) appointing a receiver, trustee liquidator for the District or the whole or
any substantial part of the Project, (ii) grantiefief in involuntary proceedings with
respect to the District under the Federal Bankmu@tade, or (iii) assuming custody or
control of the District or of the whole or any stdigial part of the Project under the
provisions of any law for the relief of debtorsdahe order, judgment or decree is not set
aside or stayed within 60 days from the date oftitey of the order, judgment or decree.

(7) If the District (i) admits in writing its inabilityo pay its debts generally as
they become due, (ii) commences voluntary procegsdim bankruptcy or seeking a
composition of indebtedness, (i) makes an assarirfor the benefit of its creditors,
(iv) consents to the appointment of a receivetitfor the whole or any substantial part of
the Project, or (v) consents to the assumptionnyycaurt of competent jurisdiction
under any law for the relief of debtors of custadycontrol of the District or of the whole
or any substantial part of the Project.

Section 8.2._Acceleration of Maturities. If andat of Default occurs and has not been
cured, either the Trustee, at the written directbthe holders of not less than 25% in principal
amount of the Outstanding Bonds (by notice in wgitio the District), or the holders of not less
than 25% in principal amount of the Outstanding @o(by notice in writing to the District and
the Trustee) may declare the principal of all Caniding Bonds and the accrued interest to be
due and payable immediately. Upon the curing ladatistanding Events of Default (other than
the payment of principal or interest coming duadgson of the acceleration), unless a final
judgment has been obtained for any principal areggt coming due by reason of the
acceleration, the holders of not less than 25%incjpal amount of the Outstanding Bonds, by
written notice to the District and to the Trustemy annul the acceleration, or, if the Trustee has
acted under a direction from the Bondholders aadetihas not been delivered to the Trustee a
written direction to the contrary by the holdersaahajority in principal amount of the
Outstanding Bonds, the acceleration shall be deeanedlled.

Section 8.3._Inspection of Books and RecordsnlEvent of Default occurs and has not
been remedied, the books of record and accouheddtstrict relating to the Project shall at all
times be subject to the inspection and use of theté&e, the holders of at least 25% in principal
amount of the Outstanding Bonds and their agemtsattorneys.
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Section 8.4._Payment of Funds to Trustee; Appticadf Funds. (A) If an Event of
Default occurs and has not been remedied, thei®istwgon demand of the Trustee shall pay
over and transfer to the Trustee (i) all funds enestments then held by the District in the
Funds and Accounts held by it under this Resoluiaah (i) as promptly as practicable all other
or subsequent Revenues. After a transfer of a BuAdcount under this paragraph, the Trustee
shall administer the Fund or Account until all Eteeaf Default have been cured. Unless
otherwise directed by a court, all Revenues andrationeys and funds, and any other moneys
received or collected by the Trustee acting pursteathe Act or this Article VIII, shall, except
as provided below, be held, transferred and appleegrovided in Article V.

(B) If at any time the available funds are insufficiémtthe payment of the principal
or redemption price and interest then due on th&dBgthe following Funds and Accounts (other
than funds held in trust for the payment or redémnpdf particular Bonds) shall be used in the
order named:

Interest Account

Principal Account

Sinking Fund Account

Debt Service Reserve Fund
Reserve and Contingency Fund
Construction Fund

Optional Redemption Account
Special Redemption Account
Rebate Fund

and the District shall promptly restore from thev&aue Fund any amount taken for this purpose
from any Fund or Account other than the InterestcdAmt, Principal Account or Sinking Fund
Account.

(C) Inthe event that, upon the occurrence and contteiaf an Event of Default, the
funds held by the Trustee shall be insufficienttfer payment of the principal or redemption
price and interest then due on the Bonds, suchsfand any other moneys received or collected
by the Trustee acting pursuant to the Act andAhigle VIII, after making provision for the
payment of Operating Expenses, any expenses neg@sshe opinion of the Trustee to protect
the interests of the holders of the Bonds, andHempayment of the charges and expenses and
liabilities incurred and advances made by the Beigt the performance of its duties under this
Resolution, shall be applied as follows:

(1) Unless the principal of all the Bonds shall havedmee or have been
declared due and payable,

First, to the payment to the persons entitled thevéall installments of interest
then due in the order of the maturity of such ithstants, and, if the amount available
shall not be sufficient to pay in full any instaéimt, then to the payment thereof ratably,
according to the amounts due on such installmémtie persons entitled thereto,
without any discrimination or preference; and
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Second, to the payment to the persons entitleeéthef the unpaid principal and
premium, if any, of any Bonds which have become edeether at maturity or by call for
redemption, in the order of their due dates andhefamount available shall not be
sufficient to pay in full all the Bonds due on aigte, then to the payment thereof
ratably, according to the amounts of principal areimium, if any, due on such date, to
the persons entitled thereto, without any discration or preference.

(2) If the principal of all of the Bonds shall have bet or have been
declared due and payable, to the payment of timeipel and interest then due and
unpaid upon the Bonds without preference or psiarftprincipal over interest or of
interest over principal, or of any installment otfarest over any other installment of
interest, or of any Bond over any other Bond, rigtadxcording to the amounts due
respectively for principal and interest, to thegoes entitled thereto without any
discrimination or preference except as to any dhffee in the respective rates of interest
specified in the Bonds.

(D)  Whenever moneys are to be so applied, they shalppbed by the Trustee at
such times as it shall determine, having due retgatde amount available and the likelihood of
additional moneys becoming available. The Trustesdl use an interest payment date as the
date of payment unless it deems another date mdedbke. On the date fixed for payment
interest shall cease to accrue on the amountsrafipal to be paid. The Trustee shall give such
notice of the date as it may deem appropriate hatl sot be required to make payment to the
holder of any Bond unless the Bond is presentedgpropriate endorsement.

(E) Interest on overdue principal shall accrue anddyabple daily but, for the
purpose of applying the order of priority prescdli®y paragraph (B) of this section, it shall be
treated as if it became due on the regular intgr@gtnent dates.

Section 8.5._Suits at Law or in Equity. (A) TheuStee shall have the right in addition to
all other rights:

(2) By mandamus or other suit, action or proceedingsincourt of
competent jurisdiction, to enforce the rights af Bondholders against the District,
including the right to require the District to fand collect rates and charges adequate to
carry out any agreement made in the Resolution egt¢s and charges, or to carry out
the pledge of Revenues made by the Resolutiontcaretjuire the District to carry out
any other covenants or agreements made in the iResobr in the Bonds and to perform
its duties under the Act; and

(2) By action or suit in equity, to enjoin any actgleings which may be
unlawful or a violation of the rights of the Bondders.

(B)  Allrights of action under the Resolution may béoeced by the Trustee without
the possession of any of the Bonds and withoutymod them at the trial or other proceedings.

(C)  The District confers upon the holders of not léet25% in principal amount of
the Outstanding Bonds, subject to compliance wattagraph (D) of this section, and upon the
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Trustee the right in case of an Event of Defaulsby, action or proceedings in any court of
competent jurisdiction to obtain the appointmena oéceiver of the whole or any part or parts of
the Project. If a receiver is appointed he magreand take possession of the same, operate and
maintain it, and collect and receive all Revenuesrag from it in the same manner as the

District itself might do and shall deposit the Rewes in a separate account or accounts and
apply the same in accordance with the obligatidrife District.

(D)  No holder of any Bond shall have any right to ingé& any suit, action or
proceeding in equity or at law for the enforcem&rany provision of the Resolution or for the
execution of any trust hereunder or for any otkenedy hereunder, unless (i) (A) such holder
previously shall have given to the District and Tmastee written notice of the Event of Default
on account of which such suit, action or proceedirtg be instituted, (B) after the occurrence of
such Event of Default, written request shall hagerbmade of the Trustee to institute such suit,
action or proceeding by the holders of not lesa 206 in principal amount of the Bonds then
Outstanding and there shall have been offeredetd thstee security and indemnity satisfactory
to it against the costs and liabilities to be imedrtherein or thereby, and (C) the Trustee shall
have refused or neglected to comply with such relqwehin a reasonable time, or (ii) (A) such
holder previously shall have obtained the writtensent of the Trustee of the institution of such
suit, action or proceeding, and (B) such suit,cactir proceeding is brought for the ratable
benefit of all holders of all Bonds, subject to thevisions of the Resolution.

(E)  The holders of not less than a majority in printg@ount of the Outstanding
Bonds may direct the time, method and place of gotimdg any remedial proceeding available to
the Trustee, provided that the Trustee is providitd adequate security and indemnity and shall
have the right to decline to follow the directionifthe Trustee is advised by counsel that the
action or proceeding may not lawfully be takenigif(the Trustee determines in good faith that
the action or proceeding would involve the Trustegersonal liability or that the action or
proceeding would be unjustly prejudicial to thedwsk of Bonds not parties to the direction.

Section 8.6._Remedies Not Exclusive. No remedyaroed by the Resolution upon the
Trustee or the holders of the Bonds is intenddattexclusive of any other remedy, but each
shall be in addition to every other remedy givedarthe Resolution or provided at law or in
equity or by statute; provided, however, that tbielérs of the Bonds shall not have the right to
appoint a trustee under the Act to represent them.

Section 8.7._Waivers of Default. No delay or asius of the Trustee or of any holder of
Bonds to exercise any right or power arising ugenhappening of an Event of Default shall
impair any right or power or be construed to beaaer of the Event of Default. The holders of
not less than 66 2/3% in principal amount of thestanding Bonds may on behalf of the holders
of all of the Bonds waive any past default underResolution and its consequences, except a
default in the payment of the principal or redemmptprice of and interest on any of the Bonds.
No such waiver shall extend to any subsequentharatefault.

Section 8.8._Notice of Events of Default. Wit days after the occurrence of an
Event of Default becomes known to the Trustee bydilivery of written notice to the Trustee,
the Trustee shall mail notice of the Event of Dé#femithe Bondholders, in the manner provided
in Section 13.3, unless the Event of Default hanlmired before the giving of the notice.
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Section 8.9._Powers of Bondholders. The rights@owers conferred on Bondholders
in this Article VIII shall apply only to holders @dutstanding Bonds, and not to holders of
subordinate obligations, issued under Section 26.

ARTICLE IX

AMENDING AND SUPPLEMENTING THE RESOLUTION

Section 9.1._Without Consent of Bondholders. TAg District may from time to time,
without the consent of any Bondholder but with whéten concurrence of the Trustee if a
Supplemental Resolution materially affects the f#@e&'s duties or responsibilities or is adopted
under clause (5) below, adopt Supplemental Resoisifjii) to provide for the issuance of
Additional Bonds pursuant to Article II; (ii) to rka changes in the Resolution which may be
required to permit the Resolution to be qualifieder the Trust Indenture Act of 1939 as
amended; (iii) to make provisions relating to tres&ve and Contingency Fund and the use of
income from the investment of Funds and Accouniseamitted by the Resolution; (iv) to make
changes in the Resolution which may be requirgzbtanit interest on Bonds to remain exempt
from federal income tax; and (v) for any one or enof the following purposes:

1) To cure or correct any ambiguity, defect or inceteicy in the
Resolution;

(2) To add additional covenants and agreements of isteidd for the purpose
of further securing the payment of the Bonds;

(3) To surrender any right, power or privilege reserigedr conferred upon
the District by the Resolution;

(4) To confirm any lien or pledge created or intendetéd created by the
Resolution;

(5) To confer upon the holders of the Bonds additioigits or remedies or
to confer upon the Trustee for the benefit of thielérs of the Bonds additional rights,
duties, remedies or powers; and

(6) To modify the Resolution in any other respectsypted that the
modification shall not be effective until after tBeitstanding Bonds cease to be
Outstanding, or until the Bondholders consent pamsto Section 9.2.

(B)  The provisions of Section 9.2 relating to notic&Sopplemental Resolutions do
not apply to a Supplemental Resolution adopted rutiie section except as expressly made
applicable by the foregoing clause (6).

Section 9.2._With Consent of Bondholders. Wité written concurrence of the Trustee
and the consent of the holders of not less tha?&/&% in principal amount of the Outstanding
Bonds, the District may from time to time adopt Slepental Resolutions for the purpose of
making other changes in the Resolution; provideavever, that, without the consent of the
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holder of each Bond which would be affected, nogipental Resolution shall (i) change the
maturity date for the payment of the principal oyd&ond or the dates for the payment of
interest on the Bond or the terms of the redempaicthe Bond, or reduce the principal amount
of any Bond or the rate of interest on the Bontherredemption price, (i) reduce the percentage
of consents required under this proviso for a Sappihtal Resolution, or (i) give to any Bond
any preference over any other Bond; and providetthéun that, without the consent of the holders
of not less than 66 2/3% in principal amount ofdlé¢standing Term Bonds of each Series and
maturity which would be affected, no Supplementas®ution shall (i) change the amount of
any sinking fund installments for the retiremenffefrm Bonds or the due dates of the
installments or the terms for the purchase or rgudiem of Bonds from the installments, or (ii)
reduce the percentage of consents required ungegorthviso for a Supplemental Resolution. It
shall not be necessary that the consents of tltei®bf the Bonds approve the particular
wording of the proposed Supplemental Resolutidhafconsents approve the substance. After
the holders of the required percentage of Bonds ffiled their consents with the Trustee, the
Trustee shall mail notice to the Bondholders inrttanner provided in Section 13.3. No action
or proceeding to invalidate the Supplemental Regolwor any of the proceedings for its
adoption shall be instituted or maintained unlesseommenced within 60 days after the
mailing of the notice. The validity of a Supplert@Resolution shall not be affected by any
failure to give notice by mail or by any defectlre mailed notice.

Section 9.3._Notation upon Bonds; New Bonds Issymth Amendments. Bonds
delivered after the effective date of a SupplemdRésolution may bear a notation as to the
Supplemental Resolution, by endorsement or otherwlis that case, upon demand of the holder
of any Outstanding Bond and the presentation oBbisd to the Trustee, or at such additional
office, if any, as the District may select for {h@pose, a suitable notation shall be made on the
Bond. If the District so determines, new Bonds ified to conform to the amendments made
by the Supplemental Resolution shall be preparddeaacuted. Upon demand of the holder of
any Outstanding Bond, the new Bond shall be exaddngithout cost to the holder, for the
Outstanding Bond, at the corporate trust officéhef Trustee.

Section 9.4._Effective Date of Supplemental Regmiu Upon the adoption of a
Supplemental Resolution pursuant to this Articld #re delivery to the Trustee of an opinion of
counsel to the District that the Supplemental Regml has been duly adopted and is permitted
by the Resolution and will upon taking effect bédrand binding and enforceable in accordance
with its terms (subject to exception on accourtwfs enacted for the relief of debtors and the
exercise of judicial discretion), or upon suchiatate as may be specified in the Supplemental
Resolution, the Supplemental Resolution shall &ffect and shall be a part of the Resolution.

Section 9.5._Supplemental Resolution Affectingsieg. No Supplemental Resolution
reducing the rights or enlarging the duties andgalibns of the Trustee shall take effect without
the written consent of the Trustee.
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ARTICLE X

EXECUTION OF INSTRUMENTS AND
EXCLUSION OF BONDS

Section 10.1._ Execution of Instruments by Bondaéddand Proof of Same. (A) Any
action which may be taken under the Resolutionri®y@r more Bondholders may be taken or
authorized by an instrument or instruments signethe holders in person or by agents duly
appointed by written instrument. Proof of the signof an instrument (including an instrument
appointing an agent), and of the holding of Borstigll be sufficient if made in the following
manner:

1) The fact and date of signing may be proved by #dréficate of a notary
public or other officer empowered by law to takkramvledgments of deeds (in the state
where acknowledgment occurs), to the effect traptrson signing the instrument
acknowledged to him its execution, or may be prdwedn affidavit of a witness to the
signing.

(2)  The amount and the numbers or other descriptivaldetf the Bonds and
the date of holding may be proved by the affida¥ithe person claiming to be the
holder, if the affidavit is deemed by the Distrctthe Trustee to be satisfactory, or by a
certificate issued by a trust company, bank, oewotiepositary, if the certificate is
deemed by the District or the Trustee to be satisfg, showing that on a specified date
the person had on deposit with the trust compaawyk lor other depositary, or exhibited
to it, the Bonds described in the certificate. Thstrict and the Trustee may
nevertheless, in their separate discretion, redquitber proof in cases where they or
either of them deems further proof desirable, aag require any Bond to be submitted
for inspection to the Trustee.

(3)  The ownership of Bonds shall be proved by the badkegistry for the
Bonds maintained by the Trustee.

(B)  Nothing contained in this section shall be constrag limiting the District or the
Trustee, in their separate discretion, to the pspetified above. The District and the Trustee in
their separate discretion may accept other evidemseh to them may seem sufficient.

(C)  Any action by the holder of a Bond under the Resmtushall bind the holder
taking the action and every future holder of th@es&ond, whether or not the future holder has
knowledge of the action; provided that any actignhe holder of a Bond under the Resolution
may be revoked by the holder taking the actionyoa Bubsequent holder of the same Bond by a
written instrument filed with the District and theustee prior to the time when the required
percentage of the Bondholders have concurred iadtien.

Section 10.2._Exclusion of Bonds Held by Disteaod of Bonds No Longer Deemed
Outstanding. In determining whether the holderthefrequisite principal amount of Bonds
have concurred in any action under the Resolutog,Bonds which are owned by or for the
District and, except for the purpose of Sectiori1lany Bonds which are deemed no longer
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Outstanding pursuant to Section 11.1, shall beed@ded, but the Trustee shall be protected in
relying on the action as to Bonds owned by or lier District unless the Trustee knows them to
be so owned.

ARTICLE XI

DEFEASANCE; MONEYS HELD FOR PAYMENT OF PARTICULARONDS

Section 11.1._Discharge of Pledge; Bonds No Lomgamed Outstanding. (A) The
obligations of the District under the Resolutiomdhe pledge, covenants and agreements of the
District made in the Resolution shall be discharged satisfied as to any Bond and the Bond
shall no longer be deemed to be Outstanding um@eRéesolution:

(1) when the Bond has been cancelled or surrenderezhfmellation, or has
been purchased by the Trustee from moneys heldunder the Resolution; or

(2)  when payment of the principal or the redemptiooguaf the Bond, plus
interest on the principal to the due date (whe#ttenaturity or upon redemption or
otherwise) or to the date set for payment undeti@e8.4 in the case of an overdue
Bond, either (i) has been made or (ii) has beewiged for by irrevocably setting aside
with the Trustee for the purpose (A) moneys sudfitito pay the principal or redemption
price and interest or (B) Investment Securitiesi¢wtior the purposes of this Article
shall include only those obligations describedemi (1) and (2)of the definition of
Investment Securities) maturing as to principal emerest in such amounts and at such
times as will insure the availability of sufficiemtoneys to pay the principal or
redemption price and interest when required, anelvail proper fees and expenses of
the Trustee pertaining to the Bond have been paptavided for to the satisfaction of
the Trustee.

When a Bond is deemed to be no longer Outstandidgnthe Resolution pursuant to clause (1)
or (2)(i) of this subparagraph (A) or, if the Bohds become due, pursuant to clause (2)(ii), it
shall cease to draw interest. When a Bond is ddémbe no longer Outstanding under the
Resolution pursuant to either clause (1) or clg@yef this subparagraph (A), it shall no longer
be secured by the Resolution except for the purpbpayment from the moneys or Investment
Securities set aside for its payment pursuantaosd (2)(ii). Notwithstanding the foregoing, in
the case of Bonds which are to be redeemed pritveio stated maturities, no deposit under
clause (2) of this subparagraph (A) shall operata discharge and satisfaction until the Bonds
have been irrevocably called or designated formgdion and proper notice of the redemption
has been given or provision satisfactory to thestie® has been irrevocably made for giving the
notice.

(B)  Any moneys deposited with the Trustee as providdtis section may be
invested and reinvested in Investment Securitiespied under clause (2)(ii)(B) of
subparagraph (A) of this section maturing in th@ants and times as required and any income
from the investment not required for the paymerthefprincipal or redemption price and
interest on the Bonds shall be paid to the Distat credited to the Revenue Fund.
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(C) Notwithstanding any provision of any other Sectidthe Resolution, all moneys
or Investment Securities set aside pursuant tdSegion for the payment of the principal or
redemption price of and interest on Bonds shaliddd in trust and used solely for the payment
of the particular Bonds with respect to which theneys or Investment Securities have been set
aside.

(D)  Notwithstanding Article 1X, if moneys or Investme®éecurities have been set
aside with the Trustee pursuant to this Sectionhferpayment of Bonds and the Bonds are
deemed to be no longer Outstanding under the Resaliut the Bonds have not in fact been
paid, no amendment of this Article shall be madiaeuit the consent of the holder of each Bond
affected by the amendment.

(E) The District may at any time surrender to the Teadbr cancellation Bonds
which the District has acquired with funds in thek$hg Fund Account or otherwise, and the
Bonds shall thereupon be deemed paid and no lddgestanding.

Section 11.2._ Bonds Not Presented for Payment ViZnen If a Bond is not presented
for payment when the principal becomes due, dnefc&s for interest on Bonds are not presented
for payment and if sufficient funds are held by Twastee for that purpose, liability of the
District for the payment shall cease and the Trust®ll hold the funds without liability to the
holder of the Bond for earnings on the funds, ustifor the benefit of the holder of the Bond.
The holder shall thereafter be restricted exclugit@the funds so held for any claim for the
payment. Subject to applicable law, any funds hglthe Trustee remaining unclaimed for two
years after the payment became due shall be pde tDistrict, and the holder of the Bonds
shall thereafter be entitled to look only to thetict for payment.
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ARTICLE XlI

FORMS OF BONDS

Section 12.1._ Forms of Bonds. Except as otherprisgided in the Supplemental
Resolution providing for their issuance, the forhBond, Certificate of Authentication, and
Assignment of Bonds shall be in substantially iheris set forth in this Section.

(FORM OF BOND)
UNITED STATES OF AMERICA
STATE OF VERMONT
EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
TELECOMMUNICATIONS PROJECT REVENUE BOND
SERIES

No. R- $

Maturity Date:

Interest Rate: __ % per annum

Bond Date:

Registered Owner:

Principal Amount: Dollars

East Central Vermont Telecommunications Distrioe (tDistrict”), a body politic and
corporate and a public instrumentality of the Stdt€ermont, for value received, promises to
pay to the Registered Owner of this Bond, or regest assigns, but solely from the Revenues
and other moneys and securities provided undeRés®lution mentioned in this Bond, on the
Maturity Date the Principal Amount, and to pay nes, but solely out of such Revenues and
other moneys and securities, at the Interest Ratioh Principal Amount from the most recent

or to which interest has ba&hqy duly provided for or, if no interest
has been paid, from the Bond Date, payable on , and semi-annually on the first
day of and in each year thereaftil payment of such Principal Amount,

and, to the extent permitted by law, interest oerdue interest at the same rate. Interest shall be
calculated on the basis of a 360-day year congistinwelve 30-day months.

The principal or redemption price of and interastlus bond are payable in any coin or
currency of the United States of America whichhat time of payment is legal tender for public
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and private debts. The principal or redemptioneaf this bond shall be payable at the

principal office of , : , the Trustee under the
Resolution, or its successor in trust. Interesthismibond shall be payable by check or draft
mailed to the Registered Owner at its address ajmgean the registration books of the District
kept for that purpose at the principal office of firustee, determined as of the close of business
on the applicable record date. The record datpdgment of interest shall be the fifteenth day
of the month next preceding the date on whichnterest is to be paid or, if such fifteenth day is
not a business day, the next preceding businesgpdayded that, with respect to overdue
interest or interest payable on redemption oflblisd other than on an interest payment date or
interest on any overdue amount, the Trustee maplkst a special record date. The special
record date may not be more than twenty (20) dajeré the date set for payment. The Trustee
will give notice of a special record date by majlia copy of such notice to the registered owners
of all Bonds outstanding at least ten (10) daysteethe special record date or in such other time
and manner as the Trustee may deem appropriate.

This Bond is one of a series of bonds aggregating Dollars
$ ) in principal amount, issued by thetfigit pursuant to Chapter 82 of Title 30 and
subchapter 2 of Title 53 and Chapter 54, Vermoatus¢s Annotated, and Section 21 of No. 41
of the Acts of 2015 and a Resolution duly adoptgthle Governing Board of the District on
, and as supplemented and amendaetk lmy more supplemental resolutions
including a supplemental resolution duly adoptedhg/Board on , . Bonds
may be issued under the Resolution in one or neEniessfrom time to time for the purpose of
paying the costs of the District in acquiring aleastructing its Project and for certain other
limited purposes provided in the Resolution.

This Bond shall not constitute a general obligatbthe District within the meaning of
any constitutional or statutory provision or lintitan, but shall be a limited obligation of the
District payable solely from, and secured solelythg pledge and lien on the net revenues
specifically pledged thereto pursuant to the suppl&al resolution. Neither the faith and credit
nor the taxing power of the District, the Statd&/efmont or any other political subdivision
thereof is pledged to the payment of the principegmium (if any) or interest on the Bond and
neither the State of Vermont nor any political Sulgibn thereof, other than the District, shall be
obligated to pay the principal, premium (if any)iterest thereon.

This Bond is fully negotiable for all purposes bé¢tUniform Commercial Code section
1-101 et seq. of Title 9A of the Vermont Statutemétated, and each holder or owner of this
Bond by accepting this Bond shall be conclusivedgrded to have agreed that this Bond is fully
negotiable for those purposes.

Reference is made to the Resolution (as supplemhamid amended) for, among other
things, definitions of terms; the nature and extdnihe security for the Bonds; the properties
constituting the Project; the manner of enforcenadiibhe pledge; the terms and conditions upon
which additional Bonds may be issued; the cond#tiopon which the Resolution may be
amended or supplemented with and without the cdrefehe holders of the Bonds; acceleration
of principal in the event of default; remedies &indtations of remedies; and the terms upon
which Bonds may no longer be secured by the Rasaliftsufficient moneys or specified
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securities are deposited with the Trustee in tiarstheir payment. Copies of the Resolution
(including any supplemental resolutions) may beaaesed at the office of the District and at the
corporate trust office of the Trustee.

The Bonds of this series are subject to redempti@r to maturity, at the option of the
District, on or after , , as a wholm part at any time, as determined by the
District and by lot within a maturity, at the redation prices set forth below, together with
interest up to but not including the date fixed fedemption:

Period During Which Redeemed Redemption
(Both Dates Inclusive) Prices
100%
The Bonds of this series maturing on , , are also subject to mandatory
redemption prior to maturity in part from time tmé by lot on , , and annually

thereafter, at a redemption price equal to thecpyal amount, but only to the extent of the
Sinking Fund installments required by the SuppletaleResolution adopted :
, together with interest up to but not inahgdihe date fixed for redemption.

The Bonds of this series are also subject to spexdamption prior to maturity as a
whole or in part at any time, as determined byDQIstrict and by lot within a maturity, at a
redemption price equal to one hundred per cetiteprincipal amount but only to the extent of
moneys in the Special Redemption Account in theeiRgation Fund, together with interest up to
but not including to the date fixed for redemption.

In the event this Bond is called for redemptiortjceshall be mailed not less than thirty
(30) days prior to the redemption date, to thesteged holder at his or her address as shown on
the books of registry. If this Bond is of a denoation in excess of $ , portions of the
principal sum in the amount of $ or anytipiel of $ may be redeemed. If
less than all of the principal sum is to be redemeon the surrender of this Bond to the
Trustee there shall be issued to the registerecdpatrthe corporate trust office of the Trustee,
without charge, Bonds for the unredeemed balantleegbrincipal sum. If this Bond (or any
portion) is duly called for redemption and notiseduly given, and if on or before the
redemption date there are on deposit with the €eustifficient funds to pay at the redemption
price and the interest on the principal amounteetw to the date of redemption, this Bond (or
the portion to be redeemed) shall become due ayabfgupon the redemption date and interest
shall cease to accrue from and after the redempiade on the principal amount to be redeemed.

The Bonds of this series are issuable as fullysteged Bonds in the denomination of
$ or any multiple of $ in ex¢hereof.

This Bond is transferable by the registered holoheperson or by his or her attorney duly
authorized in writing, at the corporate trust adfiof the Trustee, subject to the limitations and
upon payment of the charges, if any, provided énRlesolution and upon the surrender of this
Bond to the Trustee for cancellation. Upon thegfar a new registered Bond or Bonds of the
same aggregate principal amount will be issuetiedransferee at the same office. The payee in
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whose name this Bond is issued is the register&ehoThe District and the Trustee may treat
the registered holder as the owner and shall naffeeted by notice to the contrary.

It is hereby certified, recited and declared thied@s, conditions and things required to
have happened, to exist and to have been perfopnesgdent to and in the issuance of this Bond
and the series of which it is one have happeneeéxdb and have been performed in regular and
due time, form and manner; that this Bond and énes of which it is one does not exceed any
constitutional or statutory limitation of indebtexis; and that provision has been made for the
payment of the principal of and interest on this\@and the series of which it is one as provided
in the Resolution.

This Bond shall not be valid unless the Certificaftduthentication on the Bond is
signed by the Trustee.

Dated: EAST CENTRAL VERMONT
TELECOMMUNICATIONS DISTRICT

By:

Chair, Governing Board

And By:

District Treasurer

(SEAL)

CERTIFICATE OF AUTHENTICATION

This Bond is one of the Bonds described in the Réism mentioned in the Bond.

, as Trustee
By:
Authorized Signature
(FORM OF ASSIGNMENT)
For value received sells, assigeh$ransfers this Bond to
and irrevocably appoints attorney-in-fact to transfer it on

the books of registry at the corporate trust of6€eéhe Trustee as Registrar with full power of
substitution.

Dated:
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NOTE: The signature to this assignment must cooedpvith the name as written on the
face of the Bond without alternation or enlargenwmnither change.

ARTICLE Xl

MISCELLANEQOUS

Section 13.1. Benefits of Resolution Limited te fistrict, Trustee and Bondholders.
Nothing in the Resolution or the Bonds is intenttedonfer upon any person other than the
District, the Trustee, insurers under Bond Insueaamed the holders of the Bonds any legal or
equitable right, remedy or claim.

Section 13.2. Resolution Binding Upon Successoisseigns of the District. The
Resolution shall be binding upon the successorsaasigns of the District, and shall inure to the
benefit of the Trustee, their successors in tinstjrers under Bond Insurance and the holders of
the Bonds.

Section 13.3._Notices to Bondholders. Exceps agherwise provided in the Resolution,
any provision in the Resolution for the mailingaohotice to holders of the Bonds shall be
complied with by mailing, (i) to each registeredder at his address, if any, appearing upon the
books of registry and (ii) to each owner of anyhef Bonds whose name and address appears
upon the list maintained pursuant to Section 6.5.

Section 13.4._Notices to Others. Wherever prowiss made in the Resolution for a
notice, direction or request to the District or ffrestee, the same shall be complied with by a
letter or instrument in writing (i) delivered at @) mailed by registered mail, return receipt
requested, to:

(A) inthe case of the District, to the General Manadelivered in writing, in person,
or sent by mail, to ; and

(B) inthe case of the Trustee, to ,
Attention:

or in either case, at such other office or addaesssuch other manner as the party to whom the
notice is given has designated by written noticthéoother parties mentioned in this section.

Section 13.5._ Waiver of Notice. Notice under Resolution may be waived by the
person entitled to receive it.

Section 13.6._Partial Invalidity. If any provisiof the Resolution is held invalid in any
circumstance, that invalidity shall not affect atiier provisions or circumstances.

Section 13.7._Law and Place of Enforcement oRésolution. The Resolution shall be
construed and governed in accordance with the ddwise State of Vermont and all suits and
actions arising out of the Resolution shall beiinttd in a court of competent jurisdiction in the
State of Vermont.
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Section 13.8._Effective Date. The Resolution Ista&ke effect upon its adoption.
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EAST CENTRAL VERMONT TELECOMMUNICATION DISTRICT
GOVERNING BOARD
RESOLUTION CERTIFICATE

The undersigned does certify that the followingphetson was duly adopted at a regular meeting
of the Governing Board of the East Central Vermbgiecommunications District (the

“District”) held on August 14, 2018, and that tlzare remains in full force and effect, and has
not been rescinded or amended in any way:

BE IT RESOLVED THAT, pursuant to Section 9.1(A) iaf the District’s General Bond
Resolution adopted March 8, 2016, Section 5.4 iof ssolution is amended to read:

Section 5.4. Reserve and Contingency Fund. (A)r&hes hereby
established a special trust fund of the Distridbécheld by the Trustee and
to be known as the “Project Reserve and Contingefgnd.” The
Reserve and Contingency Fund shall be used togsathe District, at its
sole discretion determines for (1) necessary relswaplacements,
modifications, capital additions, betterments artta®rdinary repairs of
the Project, (2) costs of retirement from servickscommissioning,
disposal and termination of the Project, and (3ya@xdinary operation
and maintenance costs and the costs of preventingowecting any
unusual loss or damage (including major repairsiasdrance deductible
payments). Any Supplemental Resolution providimgthe issuance of a
Series of Bonds may provide for a deposit fromgraceeds of the Bonds
into the Reserve and Contingency Fund. Prior toeldder 31 of each
calendar year,-Sixty(60)-dayspriorto-the-last- dbeach-Bond-year, the
District shall certify to the Trustee the aggregatember of miles of
Project telecommunication lines, and for the neXbWing calendar year
Bend—Year the Reserve and Contingency Fund regeinénshall be
adjusted as provided in Section 1.1 (PP). If anl#st day of any Bond
Year the amount in the Reserve and Contingency ,Fafter deducting
any amount committed or obligated for the purposgscified in this
Section but not yet paid, is greater than the Reesand Contingency Fund
Requirement, the Trustee, after making any paymequired by this
Section, shall pay the excess to the Revenue Fiindn the last day of
any Bond Year the amount in the Reserve and Casniryg Fund is under
the Reserve and Contingency Fund Requirement, thst@e shall make
up the deficiency by transfer from the Revenue Fund

3486928.1



Appendix B-2

Proposed Form of Supplemental Resolution
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EAST CENTRAL VERMONT
TELECOMMUNICATIONS DISTRICT

Project Revenue Bonds
Series 2018A Resolution

Adopted: July 17, 2018

Authorizing the Issuance of
$8,500,000
East Central Vermont Telecommunications District

Project Revenue Bonds
Series 2018A
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A SUPPLEMENTAL RESOLUTION AUTHORIZING THE
ISSUANCE OF $8,500,000
PROJECT REVENUE BONDS,
SERIES 2018A BONDS OF THE EAST CENTRAL VERMONT
TELECOMMUNICATIONS DISTRICT

WHEREAS, the Governing Board (the “Board”) of the East Central Vermont
Telecommunications District (the “District”), by Resolution adopted March 8, 2016 (hereinafter
referred to as the “Resolution”), has created and established an issue of Bonds of the District;

WHEREAS, the Resolution authorizes the issuance of said Bonds in one or more series
pursuant to a Supplemental Resolution authorizing such series; and

WHEREAS, the Board of the District has determined that it is necessary and required
that the District issue at this time a series of Bonds to be designated “Project Revenue Bonds,
Series 2018A”, to provide monies to carry out the Project as hereinafter defined;

BE IT RESOLVED BY THE BOARD OF THE DISTRICT AS FOLLOWS:

ARTICLE 1
AUTHORITY AND DEFINITIONS

101. Supplemental Resolution. This Supplemental Resolution (hereinafter referred to

as “Project Revenue Bonds Series 2018A Resolution”) is adopted in accordance with the

provisions of Article 11, Section 2.2 and Article 1X, Section 9.1(A)(i), of the Resolution and
pursuant to the authority contained in the Act.

102. Definitions. (1) All terms used herein and not otherwise defined shall have the
meaning assigned to such terms in the Resolution.

@) In this Project Revenue Bonds Series 2018A Resolution, Project Revenue Bonds,
Series 2018A shall mean the Bonds authorized by Article 11 hereof.

ARTICLE II

AUTHORIZATION OF PROJECT REVENUE BONDS
SERIES 2018A

201. Principal Amount, Designation and Series. Pursuant to the provisions of the
Resolution, a Series of Bonds is hereby authorized in the aggregate principal amount of
$8,500,000. Such Bonds shall be designated as “Project Revenue Bonds, Series 2018A”
(hereinafter, the “Series 2018A Bonds”).
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202. Purposes. The purpose for which the Series 2018 A Bonds are being issued for the
purpose of:

(1) Pay the costs of Project extensions and expenses; and

(2) Pay costs of issuance.

203. Date, Maturities and Interest Rates. The Series 2018A Bonds shall initially be
dated August 1, 2018. The Series 2018A Bonds shall mature on December 1 of each year, in the
years and principal amounts, and shall bear interest at the rates per annum as set forth in Item 1
of Appendix A. The District designates the Series 2018A Bonds as “qualified obligations” under
Section 265(b) of the Internal Revenue Code of 1986, as amended.

204. Interest Payments. The Series 2018A Bonds shall be issued in fully registered
form and shall bear interest from their date, payable on December 1, 2018 and semi-annually
thereafter on June 1 and December 1.

205. Denominations, Numbers and Letters. The Series 2018A Bonds shall be issued in
the denomination of $5,000 or any integral multiple thereof, not exceeding the aggregate
principal amount of Series 2018A Bonds maturing in the year of maturity of the Bond for which
the denomination is to be specified. The Series 2018A Bonds shall be lettered as follows:
2018A-1- . The Series 2018A Bonds shall be numbered separately from one (1) consecutively
upwards within each stated maturity. The Series 2018A Bonds will be issued as fully registered
bonds.

206. Places of Payment and Paying Agents. People’s United Bank, National
Association, Burlington, Vermont, the Trustee appointed under Section 2.11 of the Resolution, is
hereby appointed Paying Agent for the Series 2018A Bonds. The principal and redemption price
of all Series 2018A Bonds shall be payable at the corporate trust office of the Trustee. Interest
shall be payable by check or draft mailed by the Trustee and Paying Agent on each interest
payment date to the Holders of record of the Bonds, determined as of the close of business on the
November 15 and May 15 next preceding such interest payment date, at the addresses as shown
on the registration books maintained by the Trustee.

207. Optional and Mandatory Redemption. The Series 2018A Bonds are subject to
optional and mandatory redemption as set forth in the Bonds, as well as mandatory Sinking Fund
Redemption pursuant to Schedule 1.

208. Special Redemption Prices and Terms. The Series 2018A Bonds shall be subject
to special redemption at par at the option of the Issuer, in whole at any time, or in part on any
interest payment date on and after December 1, 2024, from (i) moneys available therefor in the
Special Redemption Fund (ii) from insurance proceeds available pursuant to Section 7.5 of the
Resolution, (iii) from the proceeds of a sale, lease or other disposition of the Project pursuant to
Section 7.6 of the Resolution, (iv) from eminent domain proceeds pursuant to Section 7.6 of the
Resolution, and (v) from excess moneys transferred from the Construction Fund pursuant to
Section 5.7 of the Resolution. Notice of redemption shall be given as provided in the
Resolution.
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209. Sale of the Series 2018A Bonds. The Series 2018A Bonds authorized herein shall
be sold to Municipal Capital Markets Group, Inc., at an aggregate price of $8,293,397.00.

ARTICLE 111

DISPOSITION OF THE SERIES 2018A BOND
PROCEEDS AND RESERVES

301. Construction Fund. Upon receipt of the proceeds of sale of the Series 2018A
Bonds, the District shall pay therefrom to the Trustee for deposit in the Construction Fund the
sum of $7,954,897.

302. Debt Service Reserve Fund. The Debt Service Reserve Fund Requirement for the
2018A Series Bond shall be $270,000.

303. Reserve and Contingency Fund. The Reserve and Contingency Requirement is
$73,846 as of August 1, 2018, which Requirement shall be recalculated as provided in Section
5.4 of the Resolution.

ARTICLE IV
SPECIAL COVENANTS
401. Tax Covenants. The District covenants that it will maintain information related to
the District’s tax covenants, investment of proceeds and amounts treated as proceeds, and
payments made to the Rebate Fund and the United States with respect to the Series 2018A
Bonds.
ARTICLE V
FORM AND EXECUTION OF SERIES 2018A BONDS
501. Form of Series 2018A Bonds. Subject to the provisions of the Resolution, Series

2018A Bonds in registered form, and the Trustee’s certificate of authentication, shall be
substantially as shown on Appendix B.

502. Execution of Series 2018A Bonds. The Board Chair and Treasurer are hereby
authorized and directed to attest manually or by facsimile signature the execution of the Series
2018A Bonds in accordance with the provisions of Section 3.2 of the Resolution.
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ARTICLE VI
MISCELLANEQOUS

601. Effective Date. This resolution shall take effect immediately.
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APPENDIX A

1. Maturity Date and Corresponding Interest Rate

Year Principal Interest
Amount Rate
2025 $1,030,000 5.375%
2030 $1,380,000 5.000%
2036 $2,180,000 5.750%
2040 $1,910,000 5.500%
2043 $2,000,000 5.600%

A-1
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APPENDIX B

UNITED STATES OF AMERICA
STATE OF VERMONT
EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
PROJECT REVENUE BOND
SERIES 2018A

No. R-2018A- $
Maturity Date:
Interest Rate: % per annum

Bond Date: , 2018

Registered Owner: Cede & Co.
Principal Amount: Dollars

East Central Vermont Telecommunications District (the “District”), a body politic and
corporate and a public instrumentality of the State of Vermont, for value received, promises to
pay to the Registered Owner of this Bond, or registered assigns, but solely from the Revenues
and other moneys and securities provided under the Resolution mentioned in this Bond, on the
Maturity Date the Principal Amount, and to pay interest, but solely out of such Revenues and
other moneys and securities, at the Interest Rate on such Principal Amount from the most recent

or to which interest has been paid or duly provided for or, if no interest
has been paid, from the Bond Date, payable on , and semi-annually on the first
day of and in each year thereafter until payment of such Principal Amount,

and, to the extent permitted by law, interest on overdue interest at the same rate. Interest shall be
calculated on the basis of a 360-day year consisting of twelve 30-day months.

The principal or redemption price of and interest on this bond are payable in any coin or
currency of the United States of America which at the time of payment is legal tender for public
and private debts. The principal or redemption price of this bond shall be payable at the
principal office of People’s United Bank, National Association, Burlington, Vermont, the
Trustee under the Resolution, or its successor in trust. Interest on this bond shall be payable by
check or draft mailed to the Registered Owner at its address appearing on the registration books
of the District kept for that purpose at the principal office of the Trustee, determined as of the
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close of business on the applicable record date. The record date for payment of interest shall be
the fifteenth day of the month next preceding the date on which the interest is to be paid or, if
such fifteenth day is not a business day, the next preceding business day, provided that, with
respect to overdue interest or interest payable on redemption of this bond other than on an
interest payment date or interest on any overdue amount, the Trustee may establish a special
record date. The special record date may not be more than twenty (20) days before the date set
for payment. The Trustee will give notice of a special record date by mailing a copy of such
notice to the registered owners of all Bonds outstanding at least ten (10) days before the special
record date or in such other time and manner as the Trustee may deem appropriate.

This Bond is one of a series of bonds aggregating Dollars
$ ) in principal amount, issued by the District pursuant to Chapter 82 of Title
30 and Subchapter 2 of Chapter 53 and Chapter 54 of Title 24, Vermont Statutes Annotated, and
Section 21 of No. 41 of the Acts of 2015, and a Resolution duly adopted by the Governing Board
of the District on March 8, 2016, and as supplemented and amended by one or more
supplemental series resolutions including a supplemental resolution duly adopted by the Board
on July 17, 2018. Bonds may be issued under the Resolution in one or more series from time to
time for the purpose of paying the costs of the District in acquiring and constructing its Project
and for certain other limited purposes provided in the Resolution.

THIS BOND SHALL NOT CONSTITUTE A GENERAL OBLIGATION OF THE
DISTRICT WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY
PROVISION OR LIMITATION, BUT SHALL BE A LIMITED OBLIGATION OF THE
DISTRICT PAYABLE SOLELY FROM, AND SECURED SOLELY BY, THE PLEDGE
AND LIEN ON THE NET REVENUES SPECIFICALLY PLEDGED THERETO
PURSUANT TO THE SUPPLEMENTAL RESOLUTION. NEITHER THE FAITH AND
CREDIT NOR THE TAXING POWER OF THE DISTRICT, THE STATE OF
VERMONT OR ANY OTHER POLITICAL SUBDIVISION THEREOF IS PLEDGED
TO THE PAYMENT OF THE PRINCIPAL, PREMIUM (IF ANY) OR INTEREST ON
THE BOND AND NEITHER THE STATE OF VERMONT NOR ANY POLITICAL
SUBDIVISION THEREOF, OTHER THAN THE DISTRICT, SHALL BE OBLIGATED
TO PAY THE PRINCIPAL, PREMIUM (IF ANY) OR INTEREST THEREON.

This Bond is fully negotiable for all purposes of the Uniform Commercial Code section
1-101 et seq. of Title 9A of the Vermont Statutes Annotated, and each holder or owner of this
Bond by accepting this Bond shall be conclusively deemed to have agreed that this Bond is fully
negotiable for those purposes.

Reference is made to the Resolution (as supplemented and amended) for, among other
things, definitions of terms; the nature and extent of the security for the Bonds; the properties
constituting the Project; the manner of enforcement of the pledge; the terms and conditions upon
which additional Bonds may be issued; the conditions upon which the Resolution may be
amended or supplemented with and without the consent of the holders of the Bonds; acceleration
of principal in the event of default; remedies and limitations of remedies; and the terms upon
which Bonds may no longer be secured by the Resolution if sufficient moneys or specified
securities are deposited with the Trustee in trust for their payment. Copies of the Resolution
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(including any supplemental resolutions) may be inspected at the office of the District and at the
corporate trust office of the Trustee.

The Bonds of this series are subject to mandatory redemption upon the occurrence of an
Event of Taxability (as defined in the Resolution), and also subject to redemption prior to
maturity, at the option of the District, on or after : , as a whole or in part at any
time, as determined by the District and by lot within a maturity, at the redemption prices set forth
below, together with interest up to but not including the date fixed for redemption:

Period During Which Redeemed Redemption
(Both Dates Inclusive) Prices
%

In the event this Bond is called for redemption, notice shall be mailed not less than thirty
(30) days prior to the redemption date, to the registered holder at his or her address as shown on
the books of registry. If this Bond is of a denomination in excess of $5,000, portions of the
principal sum in the amount of $5,000 or any multiple of $5,000 may be redeemed. If less than
all of the principal sum is to be redeemed, upon the surrender of this Bond to the Trustee there
shall be issued to the registered owner at the corporate trust office of the Trustee, without charge,
Bonds for the unredeemed balance of the principal sum. If this Bond (or any portion) is duly
called for redemption and notice is duly given, and if on or before the redemption date there are
on deposit with the Trustee sufficient funds to pay at the redemption price and the interest on the
principal amount redeemed to the date of redemption, this Bond (or the portion to be redeemed)
shall become due and payable upon the redemption date and interest shall cease to accrue from
and after the redemption date on the principal amount to be redeemed.

The Bonds of this series are issuable as fully registered Bonds in the denomination of
$5,000 or any multiple of $5,000 in excess thereof.

This Bond is transferable by the registered holder, in person or by his or her attorney duly
authorized in writing, at the corporate trust office of the Trustee, subject to the limitations and
upon payment of the charges, if any, provided in the Resolution and upon the surrender of this
Bond to the Trustee for cancellation. Upon the transfer a new registered Bond or Bonds of the
same aggregate principal amount will be issued to the transferee at the same office. The payee in
whose name this Bond is issued is the registered holder. The District and the Trustee may treat
the registered holder as the owner and shall not be affected by notice to the contrary.

It is hereby certified, recited and declared that all acts, conditions and things required to
have happened, to exist and to have been performed precedent to and in the issuance of this Bond
and the series of which it is one have happened, do exist and have been performed in regular and
due time, form and manner; that this Bond and the series of which it is one does not exceed any
constitutional or statutory limitation of indebtedness; and that provision has been made for the
payment of the principal of and interest on this Bond and the series of which it is one as provided
in the Resolution.

This Bond shall not be valid unless the Certificate of Authentication on the Bond is
signed by the Trustee.
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EAST CENTRAL VERMONT
TELECOMMUNICATIONS DISTRICT

By:
Chair, Governing Board

And By:

District Treasurer
(SEAL)

CERTIFICATE OF AUTHENTICATION
This Bond is one of the Bonds described in the Resolution mentioned in the Bond.

PEOPLE’S UNITED BANK, NATIONAL
ASSOCIATION, as Trustee

By:

Authorized Signature

(FORM OF ASSIGNMENT)

For value received sells, assigns and transfers this Bond to

and irrevocably appoints attorney-in-fact to transfer it on
the books of registry at the corporate trust office of the Trustee as Registrar with full power of
substitution.

Dated:

NOTE: The signature to this assignment must correspond with the name as written on the
face of the Bond without alternation or enlargement or other change.
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Form of Continuing Disclosure Agreement



FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement dated Aude&t 2018 (the “Disclosure Agreement”) is
executed and delivered by the East Central Verri@@communications District (the “District”) and
Municipal Capital Markets Group, Inc. as dissemoratigent (the “Dissemination Agent”), in conneatio
with the issuance of the District's $8,500,000 EcbjRevenue Bonds Series 2018A (the “Bonds”). The
Bonds are being issued pursuant to Subchapteriapté 53 and Chapter 54 of Title 24, Chapter 82 of
Title 30, Vermont Statutes Annotated, and Sectkinef Public Act No. 241 of the Laws of Vermontté
2015 Adjourned Session of the Vermont General Abserftollectively, the “Act”) and the District’'s
General Bond Resolution adopted on March 8, 20%6araended on August 14, 2018 (the “General
Resolution”) and the District's Series Resolutiaopted on July 17, 2018, respectively, authorizhmng
issuance of the Bonds. The District and the Dissatiin Agent covenant and agree as follows:

Section 1. Purpose; Beneficiaries. This Disclesagreement is entered into solely to assist the
Participating Underwriter (defined below) in comiply with subsection (b)(5) of the Rule (defineddvél.
This Disclosure Agreement constitutes a writtenautaking for the benefit of the beneficial ownenstifin
the meaning of the Rule) of the Bonds (such beaéfievners being sometimes called herein “owners”).

Section 2. Definitions. The following words amarhs used in this Disclosure Agreement shall
have the following respective meanings:

(@) “Annual Report” shall mean any Annual Reportvided by the District to the
Dissemination Agent, and consistent with the rexpoegnts of Sections 3 and 4 of this Disclosure
Agreement.

(b) “EMMA” means the MSRB's Electronic Municipdflarket Access (‘EMMA”)
system, or its successor as designated by the MSRB.

(c) “MSRB”" means the Municipal Securities RulerngkBoard.

(d) “Participating Underwriter” shall mean theigmal underwriters of the Bonds
required to comply with the Rule in connection waffering of the Bonds.

(e) “Rule” means Rule 15c2-12 promulgated by 8#C under the Securities and
Exchange Act of 1934, as amended (17 CFR Part 840).15c2-12), as in effect on the date of this
Disclosure Agreement, including any official integfation thereof.

() “SEC” means the United States Securitieslxchange Commission.

All capitalized words and terms used in this Dosare Agreement and not otherwise defined herein
shall have the meaning ascribed to such words emdstin the Limited Offering Memorandum dated
August 3, 2018 pertaining to the Bonds (the “O#fiGtatement”).

Section 3. Provision of Annual Reports. On orobefAugust 1 of each year, commencing
August 1, 2019, the District shall deliver to thesg@mination Agent its Annual Report. If said Anhua
Report does not contain the District's auditedririal statements for the fiscal year of the Anrfiraeport,
then the District shall, in any event, deliver he Dissemination Agent said audited financial stetgs as
soon as possible after they become available aradhyi event, no later than December 31 of each year

The Dissemination Agent shall forward to EMMA istrict’'s Annual Report, with or without the
District’s audited financial statements, or notiéehe District’s failure to provide said Annual ptet, not
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later than October 1 of each year. If the Disteleicts not to provide the Dissemination Agent wigh
audited financial statements as part of its Anri@port by the date set forth above, the Dissenoinati
Agent shall forward to EMMA the District’s auditéitiancial statements, or notice of the Districédre
to provide said audited financial statements, aterlthan October 1 of each year. On or befork date,
the District shall post its Annual Report on itsosite.

Upon its forwarding of the Annual Report and aedlifinancial statements, the Dissemination
Agent shall file a report with the District certifig that the Annual Report and audited financiateshents
have been forwarded to EMMA pursuant to this dsate agreement, and stating the date each wasimaile

Section 4. Content of Annual Reports. The AnriRe@port shall contain financial information
and operating data, in each case updated throeglash day of such fiscal year unless otherwisedjot
relating to the District, in each case substagtialithe same level of detail as is found in thienenced
Official Statement, including in any event an ugdet the information set forth in the Five Year écast
on Page 32 of the Official Statement.

Any or all of the financial information items aogerating data referred to above may be included
by reference to other documents, including offigtdtements pertaining to debt issued by the Distri
which have been submitted to EMMA. If the documanbrporated by reference is an “official staterhent
within the meaning of the Rule, it will also be dable from the MSRB. The District’s annual finaalci
statements for each fiscal year shall consist@btidance sheet of the District and the relateddratnts of
revenue, expenses and changes in fund balancestasachent of cash flows prepared in accordance with
generally accepted accounting principles in effeoin time to time. Such financial statements shell
audited by a firm of certified public accountanpainted by the District. The Dissemination Agenagent
of the District in the dissemination of the Ann&adport and the other notices referenced hereir(inhds
no duty or responsibility as to the legal corresgner accuracy of the form or content of said AhReport
or notices or any other information provided purgua this Disclosure Agreement and (ii) has no/dat
determine if the Annual Report, notices or othdorimation provided complies with the terms of this
Disclosure Agreement.

All documents provided to the MSRB shall be accanmd by identifying information as
prescribed by the MSRB.

Section 5. Reporting of Significant Events. Whamethe District obtains knowledge of the
occurrence of any of the following listed eventshwiespect to the Bonds or any other obligationthef
District, the District shall direct the Dissemirmati Agent in writing to file with EMMA notice of sinc
occurrence and post such notice on the Districébsite in a timely manner, not in excess of ternness
days after the occurrence of the event:

(i) principal and interest payment delinquencies;

(i) non-payment related defaults, if material;

(i) unscheduled draws on debt service reserefisating financial difficulties;
(iv) unscheduled draws on credit enhancementsctetfy financial difficulties;
(v) substitution of credit or liquidity providersy their failure to perform;

(vi) adverse tax opinions, the issuance by therhal Revenue Service of proposed or final
determinations of taxability, Notices of Proposeduke (IRS Form 5701-TEB) or other
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material notices or determinations with respecthto tax status of the security, or other
material events affecting the tax status of theirstgc

(vii)  modifications to rights of security holdeiEmaterial;

(vii)  bonds calls, if material, and tender offers

(ix) defeasances;

) release, substitution or sale of property saguepayment of the securities, if material;
(xi) rating changes;

(xii)  bankruptcy, insolvency, receivership or danmievent of an obligated person;

(xii)  the consummation of a merger, consolidationacquisition involving an obligated person
or the sale of all or substantially all of the ass# the obligated person, other than in the
ordinary course of business, the entry into a defénagreement to undertake such an
action or the termination of a definitive agreemeatating to any such actions, other than
pursuant to its terms, if material; and

(xiv)  appointment of a successor or additionadtea or the change of name of a trustee, if
material.

For the purposes of the event identified in subgraph (xii) above, the event is considered toioccu
when any of the following occur: the appointmenaatceiver, fiscal agent or similar officer foe thistrict
in a proceeding under the U.S. Bankruptcy Codenany other proceeding under state or federal taw i
which a court or governmental authority has assujugsddiction over substantially all of the assets
business of the District, or if such jurisdictioastbeen assumed by leaving the existing govermdy dnd
officials or officers in possession but subjectthe supervision and orders of a court or governatent
authority, or the entry of an order confirming arpbf reorganization, arrangement or liquidatioratiourt
or governmental authority having supervision orspliction over substantially all of the assets asibess
of the District.

All documents provided to the MSRB shall be accangd by identifying information as
prescribed by the MSRB.

Section 6. Enforceability of the Disclosure Agresm Termination. To the extent permitted
by law, the provisions of this Disclosure Agreememe enforceable against the District and the
Dissemination Agent in accordance with the termedfeby any owner of a Bond, including any benefici
owner acting as a third party beneficiary (uponoprof its status as a beneficial owner reasonably
satisfactory to the Treasurer). To the extent géechiby law, any such owner shall have the right tihe
equal benefit and protection of all owners of tlwnés, by mandamus or other suit or proceedingnabta
in equity, to enforce its rights against the Ditand the Dissemination Agent and to compel thsdriot
and the Dissemination Agent and any of their oficeagents or employees to perform and carry @it th
duties under such provisions of this Disclosuree&gnent; provided, however, that the sole remedw for
violation of this Disclosure Agreement shall beitad to an action to compel specific performancehef
obligations of the District and the Disseminatiogefit under this Disclosure Agreement and shall not
include any rights to monetary damages. This Disgle Agreement shall terminate if no Bonds remain
outstanding (without regard to an economic defezmaor if the provisions of the Rule concerning
continuing disclosure are no longer in effect, \Whiger occurs first.
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Section 7. Amendments. This Disclosure Agreem&y be amended, changed or modified by
the parties hereto, without the consent of, orceoto, any owners of the Bonds, (a) to comply with
conform to the provisions of the Rule or any ameerh® thereto or authoritative interpretations thiebg
the Securities and Exchange Commission or its $tefiether required or optional), (b)to make any
necessary or desirable provisions with respedigdissemination Agent, (c) to add to the covenahtke
District or the Dissemination Agent for the benefitthe owners of the Bonds, (d) to modify the eois,
presentation and format of the annual financiabrimiation from time to time as a result of a chamge
circumstances that arises from a change in legain@ments, or (e) to otherwise modify the undentalof
the District in this Disclosure Agreement in a mamoonsistent with the provisions of state legisiat
responding to the requirements of the Rule conegropntinuing disclosure; provided, however, thathie
case of any amendment pursuant to clause (d) ofi)(#)e undertaking, as amended, would have cewhpl
with the requirements of the Rule at the time @& ¢ffifering of the Bonds, after taking into accoany
amendments or authoritative interpretations ofRb&e, as well as any change in circumstances, iBndg
amendment does not materially impair the interekthe owners of the Bonds, as determined eithes by
party unaffiliated with the District or the Disseration Agent (such as the firm serving at the tamdond
counsel to the District) or by the vote or consaeinthe Registered Owners of a majority in outstagdi
principal amount of the Bonds affected therebyraprmr to the time of such amendment, which cohsen
shall be obtained as provided in this DisclosureeAment with respect to consents of Registered &wne
Any amendment, change or modification to this @isate Agreement shall be in writing.

If this Disclosure Agreement is amended with respe the annual financial information to be
submitted by the District hereunder, the annuadrfgial information containing the amended financial
information will explain, in narrative form, theagons for the amendment and the impact of the ehang
the type of financial information being provideflthis Disclosure Agreement is amended with respect
the accounting principles to be followed in prepgriinancial statements, the annual financial imi@tion
for the year in which the change is made will pnésee comparison between the financial statements or
information prepared on the basis of the new admmyrprinciples and the financial statements or
information prepared on the basis of the formeroanting principles. Such comparison will include a
qualitative discussion of the differences in theaamting principles and the impact of the changéhen
accounting principles on the presentation of tharicial information, in order to provide informatito
investors to enable them to evaluate the abilitythaf District to meet its obligations. To the exten
reasonably feasible, the comparison will also bantjtative. The District shall direct the Dissentioa
Agent to give notice of any change in the accogntirinciples to EMMA as promptly as practicablesaft
such change has been determined.

Section 8. Disclaimer. No information provideddryon behalf of the State of Vermont under
this Disclosure Agreement shall obligate the Dsstto file any information regarding matters othiean
those specifically described in Sections 3 andrédienor shall any such filing constitute a repreation
by the District or raise any inference that no pthaterial events have occurred with respect tdik&ict
or the Bonds or that all material information retiag the District or the Bonds has been disclo3du:
District shall have no obligation under this Distloe Agreement to update information provided pamsu
to this Disclosure Agreement except as specificliyed herein.

Section 9. Duties, Immunities and Liabilities betDissemination Agent. The Dissemination
Agent shall have only such duties under this Diale Agreement as are specifically set forth is thi
Disclosure Agreement, and the District hereby agteandemnify and save the Dissemination Agest, it
officers, directors, employees and agents, harngdgasist any loss, expense and liabilities whicimaty
incur arising out of or in the exercise or perfonee of its powers and duties hereunder, includiegcbst
and expenses (including attorney’s fees) of defendpainst any claim of liability, but excludinglilities
due to the Dissemination Agent's negligence or fwlilimisconduct in the performance of its duties
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hereunder. The obligations of the District undes Bection 9 shall survive resignation or removatihe
Dissemination Agent and payment of the Bonds.

Section 10. _Counterparts. This Disclosure Agregmey be executed in several counterparts,
each of which shall be an original and all of whsttall constitute but one and the same instrument.

Section 11. _Governing Law. This Disclosure Agreatrshall be governed by and construed in
accordance with the laws of the State of Vermodtapplicable law of the United States of America.

Section 12. _Titles of Sections. The titles oft®es in this Disclosure Agreement shall have no
effect in construing this Disclosure Agreement.

Section 13. _Actions to be Performed on Non-BusinBays. Any action required by this
Disclosure Agreement to be taken on a Saturdayd&uor holiday within the State of Vermont may be
taken on the next business day with the same fordesffect as if taken on the day so required.

Section 14. _Compensation. The Dissemination Agdmatl be compensated by a minimum
annual fee of $1,800.00 provided no more than temshof personnel time is required annually toycarrt
its duties described herein. If more than ten &ioare required, the Dissemination Agent will be
compensated at a rate of $225 per hour. The mmimonual fee is due and payable upon closing of the
Bonds and annually thereafter. The compensatioowtéhere is only for dissemination of materidtiag
to the Bonds.
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IN WITNESS WHEREOF, THE EAST CENTRAL VERMONT TELEQ@MUNICATIONS
DISTRICT and MUNICIPAL CAPITAL MARKETS GROUP, INC.as Dissemination Agent, have
executed this Disclosure Agreement, under seadsalf the day and year first above written.

EAST CENTRAL VERMONT
TELECOMMUNICATIONS DISTRICT

By:

Chair, Governing Board

And by:

Treasurer
MUNICIPAL CAPITAL MARKETS GROUP, INC.,

as Dissemination Agent

By:
Authorized Officer
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PRIMMER PIPER J. PAUL GIULIANI

ADMITTED IN VT

E G G’LE STON pgiuliani@primmer.com

TEL: 802-223-2102

CRAMER PC FAX: 802:223-2628

100 East State Street |P.O. Box 1309 |Montpelier, VT 05601-1309

August 22, 2018

East Central Vermont Telecommunications District
415 Waterman Road
Royalton, VT 05068-5117

People’s United Bank, National Association
Two Burlington Square
Burlington, VT 05402-0820

Re:  $8,500,000 East Central Vermont TelecommurminatDistrict
Project Revenue Bonds Series 2018A (the “Bonds”)

We have examined the law and the action takereatings of the Governing Board of
the East Central Vermont Telecommunications Dis{tlee “District”) on March 6, 2016, June
12, 2018, July 17, 2018 and August 14, 2018, résoils of the Governing Board adopted
thereat, the original executed Bonds describedebod issued in pursuance of the foregoing
actions and proceedings, together with other resggmebofs and certificates deemed necessary
and sufficient for the purposes hereof, from alich we are of the opinion that, as of the date
hereof, the Bonds are lawful special obligationshefDistrict, payable according to the terms
and tenor thereof from and secured by a lien upemet revenues derived and to be derived
from the communications plant owned and operatethéyistrict, and the rights and remedies
of the District’s creditors, including holders ¢t bonds and notes, are subject to bankruptcy,
insolvency, reorganization, moratorium, and oth&rd affecting the rights and remedies of
creditors, to the extent constitutionally appligldnd that their enforcement may be subject to
the exercise of judicial discretion in appropriaéses. We call to your attention that the General
Assembly of the State of Vermont has not authoriZedmont municipalities to seek protection
under Chapter 9 of the Federal Bankruptcy Act.

As to matters of fact relevant and material to @pinion, we have relied upon certified
proceedings and other certifications of publicod#is furnished to us without undertaking to
verify the same by independent investigation.

The District is a lawfully constituted corporatstirumentality of the State of Vermont.
The officers signing the Bonds are the duly electe@lified and acting officers of the District
as indicated. The Bonds are in all respects iriccanty with the laws and constitutions of the
State of Vermont, and are not in excess of any ki@t
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The bonds are authorized under and pursuant toh@pber 2 of Chapter 53 and Chapter
54 of Title 24, Chapter 82 of Title 30, Vermont thtas Annotated, and Section 21 of No. 41 of
the Acts of 2015, and by resolutions of the GovegriBoard of the District adopted March 6,
2016, June 12, 2018, July 17, 2018 and August @48 Zherein collectively called the
“Resolutions”).

The Bonds are being issued by means of a bool-enty system, with bond certificates
immobilized at The Depository Trust Company, Newk, dNew York (“DTC”), and not
available for distribution to the public, evidengiawnership of the Bonds in denominations of
$5,000 or integral multiples thereof, with transfef beneficial ownership effected on the
records of DTC and its participants pursuant teswand procedures established by DTC and its
participants.

The Bonds are payable on December 1 in the yearpancipal amounts, bear interest at
the rates and are subject to redemption prior twritg all as provided in the Resolutions.

The Resolutions have been duly and lawfully addpted are in full force and effect, and
are valid and binding upon the District and enfafile in accordance with their terms, and no
other authorization for the Resolutions is required

Without limiting the generality of the foregoinge certify that we have made due and
diligent inquiry to ascertain if any litigation gending or threatened in any state or federal court
of competent jurisdiction to restrain or enjoiraimy way the issuance and delivery of the Bonds,
or the expenditures financed by the proceeds oBtres, and we find none.

We have reviewed the accompanying Tax Certifichtde District relating to its
reasonable expectations as of the date of issuEribe Bonds, that the proceeds of the Bonds
will not be used in a manner that would cause thed® to be “arbitrage bonds” within the
meaning of Sections 103 and 148 of the InternabReg Code of 1986, as amended, and the
applicable Regulations thereto (collectively, tode”), or “private activity bonds” within the
meaning of Section 141 of the Code.

Based upon our examination of law and review chdQertificate, it is our opinion that
the facts, estimates and circumstances set fogtleithare sufficient to satisfy the criteria which
are necessary under Sections 103, 141 and 148 @fdte, to support the conclusion that the
Bonds will not be “arbitrage bonds” or “private iagly bonds” within the meaning of said Code
Sections. No matters have come to our attentianhylim our opinion, make unreasonable or
incorrect the representations made in such Ceatédic

Interest on the Bonds will not be included in ¢giness income of the holders of the Bonds

for federal income tax purposes, and is exempt fevate of Vermont personal income taxes and
corporate income taxes. This opinion is rendetdgest to compliance by the District with
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various requirements of the Code which must befsadi subsequent to the issuance of the
Bonds in order that interest thereon is and coesrto be excluded from gross income for
federal income tax purposes. Failure to comphhwértain of such requirements could cause
interest on the bonds to be included in the gnossme of holders of the Bonds retroactive to the
date of issuance of the Bonds. In addition, irstieo@ the bonds will not constitute a preference
item for purposes of computation of the alternativeimum tax imposed on certain individuals
and corporations. However, interest on the Bonitldowy included in “adjusted current earnings”
of corporate holders of the Bonds and thereforéheiltaken into account in the computation of
the alternative minimum tax applicable to certanporations. It is noted that Public Law 115-
97, signed into law by the President of the Uni¢ates on December 22, 2017, repeals the
federal alternative minimum tax imposed on corporet for taxable years beginning after
December 31, 2017.We express no opinion as to federal tax consequences resulting from
holding the Bonds.

We are of the opinion that each of the Bonds igualified tax-exempt obligation” as
defined in Section 265(b)(3) of the Code.

We have examined the executed Bonds, and in anoioopthe form of the Bonds and
their execution are regular and proper.

PRIMMER PIPER EGGLESTON & CRAMER PC

By:

J. Paul Giuliani
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R

FINAL

THIS OPERATING AGREEMENT (“Agreement”), entered into.and executed as of the 2% day
of Febfuary, 2016, by and betwsen EAST CENTRAL VERMONT TELECOMMUNICATIONS
DISTRICT, a municipal corporationand a political subdivision of the State of Vermont
(“District”), and VALLEYNET, INC. (“ValleyNet")a non-profit corporation organized and
existing under the laws of the State of Vermont.

IN CONSIDERATION OF ONE DOLLAR AND OTHER- GOOD AND VALUABLE
CONSIDERATION, payment, receipt and sufficiency of which is hereby mutually
acknowledged, and in consideration of the several representations, undertakings and inducements
set forth herein, District hereby engages ValleyNet to design, construct and operate one or more
communications plants (the “Project™) for the delivery of District’s broadband communications
services to commercial, résidential, governmental and educational subscribers with the State of
Vermont, all under the following terms and conditions:

(1) The parties: aclumwledge that the benefits of this Agreement shall devolve upon
District and its:member municipalities, and shall be disposed of by the District
pursuant to the enactments under which it'is established. Theparties further
acknowledge that the District, acting through its:Governing Board as the legislative

body of a municipal-corporation, is responsible for establishing and articulating
policies to be acted upon: andmplementod by ValleyNet under this Agreement

(2) The initial term of this Agreement shall be ten (10) years, cominencing at midnight
on the 1* day of January, 2016, and expiring at midhight on the 31% day of December,
2025, unless sooner terminated as provided herein. This; Agreement shall
nutomaneally renew itself for additional and successive terms of ten (10) years each,
unless notice of non-renewil shall be.fumished by one party to the other, in writing,
at least one hundred'and eighty (180) days priof to the original or successive
termination date;

(3) Notwithstanding the provisions of Section (2), this Agreerient may be terminated by
the non-defaulting party in the event one or'more of the following Events of Defanit
©occurs and shall'remain uincorrected for a period of niriety (90) days from the date
upon which:notice of such Event of Default shall have been given in writing by the
non-defaulting party to-the other: &

(a) The filing of a petition of bankruptcy by-or against ValleyNet;

(b) The attachment or sequestration of all or.substantially all of the assets of
ValleyNet or of District;
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(c) The cancellation or revocation of any license, permit or approval granted by
any cognizant governmental authority which materially impairs ValleyNet’s
ability to operate the Project contemplated under this Agreement;

(d) The insufficiency of the communications plant financing proceeds and all
revenue of the District’s broadband communications service to meet the
obligations and current expenses of District;

(e) A determination by the District Governing Board that ValleyNet has engaged
in gross negligence or malfeasance;

(f) The failure of ValleyNet to remain in good standing under the laws of the
State of Vermont;

(g) The dissolution or liquidation of ValleyNet or District;

(h) A default of any provision of this Agreement.

(4) Notwithstanding the provisions of Sections (2) and (3) of this Agreement, and

provided no uncured Event of Default exists, either party may terminate this
Agreement upon at least six (6) months advance written notice, and upon the delivery
of mutual releases with respect to all matters hereunder, including the rights of third
parties.

(5) Notwithstanding the provisions of Sections (2), (3) and (4), termination of this

Agreement shall not affect the rights of any person who is a party to any third —party
contract relating to the construction, operation, management or financing of any
material component of the Project, or who possesses a security interest in any
property dedicated to the communications plant or District broadband
communications services.

(6) ValleyNet will, on behalf and for the benefit of District, implement fully the design,

construction, operation and management of the Project and broadband
communications services systems as may be approved from time to time by the
Governing Board of the District, and any related operating and management
agreements as agreed upon in writing by the parties that may be subsequently
developed and deemed useful and necessary for the successful operation of such
communications plants and the delivery of broadband communications services. At
all times ValleyNet shall communicate at least monthly with the District Governing
Board and/or the Executive Committee established thereunder as to the operational
and financial condition of the Project.

(7) ValleyNet shall use its commercially reasonable efforts to secure for the benefit and
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and operate one or more systems for the delivery of broadband communications
service.

(8) District may engage and appoint a Clerk of the Works to oversee the construction and
installation of all work related to each Project contemplated in this Agreement, and to
act as a liaison between and among parties involved in communications plant
construction.

(9) District shall open and maintain such accounts, funds and reserves in its name, or
with a trustee, as may be necessary or convenient to implement in this Agreement and
the financing of any improvement made hereunder. In no event shall funds of the
District be commingled with funds of ValleyNet or any other person.

(10)  ValleyNet and District shall comply with the General Operating Policies and
Protocol (“Operating Protocol”), which is attached hereto as Exhibit A and has been
designed to ensure clear and continuous communications among the parties and
related third parties. This Operating Protocol may be modified from time to time by
mutual written consent of District and ValleyNet.

(11)  Each third-party contract greater than $50,000 in any one year shall be negotiated
by ValleyNet and approved by District as provided in the Operating Protocol.
ValleyNet shall engage and employ all personnel, suppliers, professionals and
contractors (except a Clerk of the Works), and shall purchase or cause to be
purchased in the name of District all equipment and materials necessary to implement
the construction and operation of the Project.

(12)  ValleyNet shall establish and maintain accounting records in accordance with
gencrally accepted accounting principles for all development, construction and
operational matters related to those broadband, communications services systems and
communications plants hereunder, which accounts shall detail the costs of
implementing this Agreement. At District’s expense, such records may be audited by
a qualified accounting firm on an annual basis or as determined by the Governing
Board, and shall be made available to District within ninety (90) days of completion.

(13)  Neither party may assign its interest hereunder without the advance written
consent of the other party. Nevertheless, the District may grant a security interest in
this Agreement to any entity in connection with the financing of any part of a
communications plant constructed or operated hereunder.

(14)  Notice hereunder shall be deemed sufficient if in writing and deposited for
delivery, first class postage prepaid, with the United States Postal Service, addressed
as follows:

(a) to EAST CENTRAL VERMONT TELECOMMUNICATIONS DISTRICT
415 Waterman Road
South. Royalton, VT 05068
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(b) to VALLEYNET, INC.
415 Waterman Road
South Royalton, VT 05068

(15)  This Agreement, including Exhibit A, which is an integral part hereof, embodies
the complete understanding of the parties relating to the subject matter hereof, and
may be modified and amended only by an instrument executed by both parties, with
the concurrence of any person possessing a security interest in this Agreement, or in
any communications plan constructed and operated hereunder.

(16)  If any part of this Agreement shall be found invalid or unenforceable, the balance
thereof shall not be affected thereby.

(17)  This Agreement shall not be construed, implemented or interpreted so as to create
a relationship of agency, employment, partnership, joint venture, guaranty or
indemnification between the parties or with respect to any person claiming a benefit
hereunder, or holding a security interest herein. District acknowledges and agrees
that ValleyNet is acting solely pursuant to an independent contractual relationship
with District, and not as a fiduciary to District, or any other person.

(18)  Each third-party contract entered into by ValleyNet hereunder for the benefit of
District shall provide that all parties thereto shall at all times remain qualified to do
business in the State of Vermont or otherwise render themselves amenable to service
of process in Vermont and to the jurisdiction of Vermont courts, and, upon request of
District or ValleyNet, furnish evidence of payment of all taxes imposed by any local,
federal or State authority. Failure to comply with this requirement shall constitute
grounds for unilateral termination of such contract.

(19)  Upon written request by District, ValleyNet shall transfer and set over to District
all of its rights, title, claim and interest in the communications plants currently
existing or subsequently constructed hereunder, together with all contract rights,
warranties and benefits related thereto.

(200 (a) District shall pay all costs of constructing, operating and managing the
Project and broadband communications services as detailed by invoices submitted
by ValleyNet pursuant to the General Operating Policies and Protocol.

(b) ValleyNet shall receive upon invoice to District its actual and direct expenses
incurred in furnishing the broadband communications services and support
contemplated herein.

(¢) ValleyNet shall receive from District compensation in an amount equal to $10.00

per service subscriber per year, to be paid semi-annually, to the extent sufficient
funds remain after payment of debt service on District’s obligations.
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(d) Under no circumstances shall any compensation paid to ValleyNet be computed
on the basis of profit or revenue received, accrued or accruing under a District
broadband communications service.

(e) ValleyNet shall be solely responsible for hiring, compensating, supervising,
disciplining and discharging its employees, and shall be responsible for the
payment of all governmental taxes, charges and assessments relating to its
employees. The District shall not dictate or establish workplace standards and
practices, scheduling, staffing or employee licensing or qualification. No
ValleyNet employee shall report to or be under the supervision of any District
official at any time, nor shall any District employee evaluate the performance or
conduct of any ValleyNet person engaged by ValleyNet.

(f) ValleyNet shall procure and maintain, or cause to be procured and maintained,
adequate workers compensation insurance on its employees and the employees of
its subcontractors, as well as comprehensive general liability, motor vehicle and
casualty coverage for itself and its subcontractors, and shall furnish District with
certificates of such coverage for the next ensuing year or, in the case of
subcontractors, for the duration of the subcontractor’s engagement.

(21)  The parties acknowledge that the exclusive source of payment to ValleyNet or to
any party to any third-party Project contract contemplated herein shall be the
revenues and resources of District broadband communications services, which
payments shall be made against invoices submitted and accepted by the District.

(22)  Except as provided herein, neither party shall be liable to the other party for any
special, incidental, or consequential damages, including, but not limited to, lost
profits.

(23)  Neither party shall be responsible for delays or failures in performance resulting
from acts beyond the control of such party. Such acts shall include, but not be limited
to, acts of God, strikes, lockouts, riots, acts of war, epidemics, governmental
regulations or orders superimposed after the fact, fire, communication line failures,
power failures, earthquakes or other disasters.

(24)  To the extent permitted by law, and only to the extent permitted by law, each
party shall indemnify, defend and hold harmless the other, its officers, directors,
agents, employees, successors and assigns from and against any and all loss, claims,
assessments, fines, damages or expenses (including reasonable attorney fees and
costs) arising out of or resulting from any claims by other third parties in connection
with the indemnifying party’s performance pursuant to this Agreement. The party
seeking indemnification shall notify the other party of any such claim, action or
proceeding, and the other party shall promptly undertake the defense thereof. The
party seeking indemnification may, at its election and at its sole cost, participate in
the defense thereof.
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(25)  The parties-agree to use their best efforts to resolve any dispute, controversy or
claim hereunder in the first instance through the offices of the Clerk of the Works,
and thereafter through negotiation and mediation.

(26)  This Agreement supersedes and replaces all prior agreements between the parties
and their predecessors in interest related to the subject matter contained herein.

IN WITNESS WHEREOQF, the parties have caused these presents to be executed by their
respective duly authorized officers.

EAST CENTRAL VERMONT
TELECOMMUNICATIONS DISTRICT

Gdvemning Board Chair

VALLEYNET, INC.

oy (U0t D Moo

Chief Executive Officer
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Exhibit A

General Operating Policies and Protocol

The following are the General Operating Policies and Protocol which have been designed
to ensure clear and continuous communications and accountability between ValleyNet, Inc.
(“ValleyNet™) and East Central Vermont Telecommunications District (“District”) with respect
to designing, financing, constructing, operating and managing the District’s communications
plants and broadband communications services, (herein the “Project’s™), as further described in
the Operating Agreement between the parties to which this Exhibit is attached.

The operating policies and protocols articulated herein are intended to conform to and
supplement the enactments and agreements establishing the District and its delivery of
communications services under the auspices of ValleyNet. Such policies will be established and
modified from time to time by the District’s Governing Board.

L.

2298731.1

General Principles

I.

The Project network (the “Network™) comprising existing, and subsequently
constructed elements, shall be universal, open-access and financially self-
sustaining,

The Network shall offer, within operational limits, ‘net-neutral’ internet access
(i.e. not linked to any specific browser, not filtered or blocked).

The Network shall operate on a “level playing field” with incumbent carriers.
The Network’s operations shall be delegated, with mutual consultation, according
to the terms of the Operating Agreement to ValleyNet, including, Rollout,
Connection, Pricing, and Marketing. Day-to-day management responsibilities
such as, but not limited to, Personnel Issues and Customer Service are directly
delegated to ValleyNet.

» [nitial Rollout and Connection will be prioritized as follows:
a. Pre-registration percentages of member communities;
b. Technical factors;
¢. Economics.

e Subscriber responses, including complaints not adequately addressed by
ValleyNet, shall be reviewed at least monthly by the District Governing
Board or a committee(s) thereof.

5. The Network’s connection fees shall be standardized for all new subscribers, with

the following exceptions:
e Sales Promotions;
e Subscriber connections exceeding standard 400 foot aerial drops;
e Such other circumstances as exigencies may require —but only with the
consent of the District Governing Board
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General Roles regarding the Project

District

me QAo o

B.

Formulate and articulate general governance policies

Oversee District accounts

Monitor ValleyNet performance

Due diligence and approval regarding budgets, major contracts and agreements
Interface with investors

Sign contracts above a stipulated amount; delegates to ValleyNet the right to sign
contracts below a stipulated amount as established herein

Develop and implement plans of finance

ValleyNet

mo oo

Execute and complete the Network Project including designing, building all
associated Network assets and operating them as an ongoing business
Acknowledge and comply with District policies

Manage Network operations

Report regularly on Network Project progress and operations

Promptly inform District of changes or difficulties

Cooperate with a Clerk of the Works selected and engaged by the District

Operational Details

Management of Funds:

a.

All Network revenues shall be deposited upon receipt in District accounts as
directed by the District Treasurer in conformance with all applicable covenants
and agreements.

All funds received by the District, from whatever source, shall be managed and
disbursed by or under the direction of the District Treasurer, to whom ValleyNet
shall submit invoices for approval by the District Treasurer, Governing Board or
Executive Committee under internal protocols established by the Governing
Board. Items specified and identified in an approved operating budget and/or
capital budget, as provided below, shall be deemed to have been pre-approved.

District will appoint a Treasurer. The Treasurer shall report to the Governing Board
of District and shall be responsible for the oversight of all bank accounts, including
accounts and funds held by a trustee in connection with Network Project financing.

Project Governance

a.

District’s Governing Board will meet at least quarterly or as needed and shall
exercise the powers and duties enumerated above.

i. At all meetings of the District Governing Board, ValleyNet will report on
the operational, financial and construction status of the Network Project.
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ii. The District Governing Board will appoint one or more of their number to
be the liaison to ValleyNet, and another as alternate, in order to facilitate
communications between scheduled District Governing Board meetings.

iii.  District Governing Board may choose to appoint an independent Clerk of
the Works, or upon mutual approval, rely on ValleyNet personnel, to
verify contractors’ project performance during Project construction
periods.

. District Governing Board shall develop, approve and promulgate general policies

relating to Network operations and convey these to ValleyNet. ValleyNet shall
prepare and submit to the District a budget for Network and subscriber operations
and support. Should ValleyNet determine that the implementation of any such
policy would be financially or operationally detrimental to the project, it shall so
inform the District Governing Board, with a brief explanation, and shall either
propose an alternative to the policy, or request that the Governing Board
reconsider the policy, or resolve the matter as provided in Section (25) of the
Operating Agreement.

. Contracts

i District will delegate to ValleyNet the authority to sign third-party
contracts on behalf of District, from $50,000 to $100,000 with prior
approval of the Chair and the District Treasurer.

ii. Contracts less than $50,000 within any one year, consistent with approved
budgets and business plans, may be signed by ValleyNet without prior
approval, pursuant to formal District authorization.

iii. Contracts and a series of contracts with the same third-party in a six-
month period in excess of $100,000 must be approved in advance by the
District Governing Board or its designated committee(s).

iv. ValleyNet will apprise the District Treasurer in anticipation of all
contracts requiring prior approval.

. Business Plan and Budgets

i ValleyNet shall submit for approval by the District Governing Board a
business plan semi-annually or annually, projecting market conditions and
changes, operating expenses, capital expenditures and revenues.

ii. The District Governing Board shall approve semi-annually or annually a
detailed operating budget consistent with the business plan.

iii.  ValleyNet shall make quarterly budget variance reports to District
Governing Board.

e. Personnel

i All personnel involved in direct execution of the Project, with the
exception of the District Treasurer and the Clerk of the Works, will be
employees or contractors under the supervision of ValleyNet, which will
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be solely responsible for all hiring, discipline, firing, payment, benefits
and all other matters related to human resources.

f. Continuing Disclosure
i. ValleyNet shall implement policies and procedures to enable District to

meet its financing undertakings with respect to continuing disclosure and
post-issuance compliance under federal law.
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BOOK-ENTRY ONLY SYSTEM

The Depository Trust Company, New York, New YorBTC"), will act as securities depository for the
Series 2018A Bonds. The Series 2018A Bonds wilkbaed as fully-registered securities registeneithé name of
Cede & Co. (DTC's partnership nominee) or such rotfane as may be requested by an authorized repatse
of DTC. One fully-registered bond certificate wilé issued for each maturity of each series of greS 2018A
Bonds in the aggregate principal amount of suchuritgtand series, and will be deposited with DTC.

DTC, the world’s largest securities depositorya igmited-purpose trust company organized undeiNie
York Banking Law, a “banking organization” withihg meaning of the New York Banking Law, a membethef
Federal Reserve System, a “clearing corporatiotfiiwithe meaning of the New York Uniform Commerdzade,
and a “clearing agency” registered pursuant toptavisions of Section 17A of the Securities Exchadgt of
1934. DTC holds and provides asset servicing far &5 million issues of U.S. and non-U.S. equiiyues,
corporate and municipal debt issues, and moneyeharktruments from over 100 countries that DTGidipipants
(“Direct Participants”™) deposit with DTC. DTC al$acilitates the post-trade settlement among DiRasticipants
of sales and other securities transactions in deposecurities through electronic computerizedkbaotry transfers
and pledges between Direct Participants’ accouittss eliminates the need for physical movemensesfurities
certificates. Direct Participants include both U&hd non-U.S. securities brokers and dealers, dyamlast
companies, clearing corporations, and certain otirganizations. DTC is a wholly-owned subsidiary Tdfe
Depository Trust & Clearing Corporation (“DTCC”).TRC is the holding company for DTC, National Setesi
Clearing Corporation and Fixed Income Clearing ©ompon, all of which are registered clearing agesicDTCC
is owned by the users of its regulated subsidiarfesess to the DTC system is also available tterst such as both
U.S. and non-U.S. securities brokers and dealars trust companies and clearing corporatiortsctear through
or maintain a custodial relationship with a DirBetrticipant, either directly or indirectly (“IndizeParticipants” and
together with the Direct Participants, the “Papieits”). The DTC Rules applicable to its Partinigaare on file
with the Securities and Exchange Commission. Muoigimation about DTC can be found at www.dtcc.com.

Purchases of the Series 2018A Bonds under the D/sfers must be made by or through Direct
Participants, which will receive a credit for theri®@s 2018A Bonds on DTC's records. The ownersttgrest of
each actual purchaser of each Series 2018A Bonehgtcial Owner”) is in turn to be recorded on ieect and
Indirect Participants’ records. Beneficial Owneill not receive written confirmation from DTC dfi¢ir purchase.
Beneficial Owners are, however, expected to recemiten confirmations providing details of thernsaction, as
well as periodic statements of their holdings, fritra Direct or Indirect Participant through whidte tBeneficial
Owner entered into the transaction. Transfers whesship interests in the Series 2018A Bonds ardeo
accomplished by entries made on the books of Diaect Indirect Participants acting on behalf of Biene
Owners. Beneficial Owners will not receive cecdtifies representing their ownership interests irSeéréges 2018A
Bonds, except in the event that use of the bookyesystem for the Series 2018A Bonds is discontinue

To facilitate subsequent transfers, all Series 20B8nds deposited by Direct Participants with DTiI€ a
registered in the name of DTC'’s partnership nomitele & Co. or such other name as may be requbgted
authorized representative of DTC. The depositasféS 2018A Bonds with DTC and their registratinrtie name
of Cede & Co. or such other nominee do not effegt @ange in beneficial ownership. DTC has no Kedge of
the actual Beneficial Owners of the Series 2018Add DTC's records reflect only the identity oktBirect
Participants to whose accounts such Series 2018Ai8are credited, which may or may not be the Bein&f
Owners. The Direct and Indirect Participants widinain responsible for keeping account of theidimgs on
behalf of their customers.

Conveyance of notices and other communications B i Direct Participants, by Direct Participards t
Indirect Participants, and by Direct Participantsl éndirect Participants to Beneficial Owners viaé governed by
arrangements among them, subject to any statutolgalatory requirements as may be in effect ftione to time.
Beneficial Owners of the Series 2018A Bonds mayhwistake certain steps to augment transmissigheim of
notices of significant events with respect to theei€s 2018A Bonds, such as redemptions, tendefgulte and
proposed amendments to the security documentsexXaonple, Beneficial Owners of the Series 2018Ad3omay



wish to ascertain that the nominee holding the éSefi018A Bonds for their benefit has agreed toiobaad
transmit notices to Beneficial Owners. In theral&ive, Beneficial Owners may wish to provide theames and
addresses to the registrar and request that cofilke notices be provided directly to them.

Redemption notices shall be sent to DTC. If less thll of the Series 2018A Bonds of a particulatumgy
within a series are being redeemed, DTC’s pracside determine by lot the amount of the interéstaxh Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nae) will consent or vote with respect to the Serie
2018A Bonds unless authorized by a Direct Partitipaaccordance with DTC’s MMI Procedures. Unideusual
procedures, DTC mails an Omnibus Proxy to the Bisés soon as possible after the record date. Qrhaibus
Proxy assigns Cede & Co.’s consenting or votingtego those Direct Participants to whose accotir@sSeries
2018A Bonds are credited on the record date (ifiedtin a listing attached to the Omnibus Proxy).

Principal and interest payments and redemption iramif any, with respect to the Series 2018A Bonds

will be made to Cede & Co., or such other nomingenay be requested by an authorized representsting C.
DTC's practice is to credit Direct Participants’caants upon DTC's receipt of funds and correspandietail
information from the District or the Trustee, or {layment date in accordance with their respebibl@ings shown
on DTC’s records. Payments by Participants to Beiaé Owners will be governed by standing instrans and
customary practices, as is the case with secuhigés for the accounts of customers in bearer formegistered in
“street name,” and will be the responsibility otkuParticipant and not of DTC nor its nominee, Bhstrict or the
Trustee, subject to any statutory or regulatoryuiregnents as may be in effect from time to timeayrRent of
principal and interest, and redemption premiunany, to Cede & Co. (or such other nominee as magdeested
by an authorized representative of DTC) is the oasibility of the District or the Trustee, disbursant of such
payments to Direct Participants will be the resgulity of DTC, and disbursement of such paymerdstie
Beneficial Owners will be the responsibility of Bat and Indirect Participants.

DTC may discontinue providing its services as diposwith respect to the Series 2018A Bonds at any
time by giving reasonable notice to the Districttoe Trustee. Under such circumstances, in thateWmat a
successor depository is not obtained, bond cextégare required to be printed and delivered.

The District may decide to discontinue use of the&tesn of book-entry-only transfers through DTC gor
successor securities depository). In that evemridlcertificates will be printed and delivered. e S€ertificated
Bonds” below.

THE INFORMATION ABOVE IN THIS SECTION CONCERNING DT AND DTC'S BOOK-ENTRY
SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE DIRICT BELIEVES TO BE RELIABLE,
BUT NEITHER THE DISTRICT NOR THE UNDERWRITER TAKESRESPONSIBILITY FOR THE
ACCURACY THEREOF.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF HISERIES 2018A BONDS, AS
NOMINEE OF DTC, REFERENCES HEREIN TO THE BONDOWNERKR REGISTERED OWNERS OF THE
SERIES 2018A BONDS SHALL MEAN CEDE & CO. AND SHALNOT MEAN THE BENEFICIAL OWNERS
OF THE SERIES 2018A BONDS.

No Responsibility of District, Underwriter or Trest NONE OF THE DISTRICT, THE
UNDERWRITER OR THE TRUSTEE WILL HAVE ANY RESPONSIBITY OR OBLIGATION TO DIRECT
PARTICIPANTS, TO INDIRECT PARTICIPANTS, OR TO ANY BNEFICIAL OWNER WITH RESPECT TO
() THE ACCURACY OF ANY RECORDS MAINTAINED BY DTCANY DIRECT PARTICIPANT, OR ANY
INDIRECT PARTICIPANT; (II) ANY NOTICE THAT IS PERMTTED OR REQUIRED TO BE GIVEN TO THE
OWNERS OF THE SERIES 2018A BONDS UNDER THE RESOLOMt (Ill) THE SELECTION BY DTC OR
ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF NY PERSON TO RECEIVE PAYMENT IN
THE EVENT OF A PARTIAL REDEMPTION OF THE SERIES 28A BONDS; (IV) THE PAYMENT BY DTC
OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT B ANY AMOUNT WITH RESPECT TO
THE PRINCIPAL OR INTEREST DUE WITH RESPECT TO THEEBIES 2018A BONDS; (V) ANY




CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS THEWNER OF THE SERIES 2018A BONDS;
OR (VI) ANY OTHER MATTER.

Certificated Bonds. DTC may discontinue providitsgservices as securities depository with resfmetie
Series 2018A Bonds at any time by giving reasonabtie to the District and the Trustee. In aadditithe District
may determine that continuation of the system afkbentry transfers through DTC (or a successor rgees
depository) is not in the best interest of the Biersd Owners. If, for either reason the Book-Ba®nly system is
discontinued, bond certificates will be deliveresi described in the Resolution and the Beneficiah@wupon
registration of certificates held in the BenefictaWner's name, will become the Bondowner. Theseafberies
2018A Bonds may be exchanged for an equal aggregapal amount of Series 2018A Bonds in othéhatized
denominations and of the same maturity, upon sdaetethereof at the corporate trust office of thesiee. The
transfer of any Series 2018A Bond may be registerethe books maintained by the Trustee for sucpgse only
upon assignment in form satisfactory to the Trustéer every exchange or registration of transfe8aries 2018A
Bonds, the District and the Trustee may make agehaufficient to reimburse them for any tax or othe
governmental charge required to be paid with rdsfresuch exchange or registration of transfer, houtother
charge may be made to the Bondowner for any exeéhangegistration of transfer of the Series 201&hds. The
Trustee will not be required to transfer or excleaagy Series 2018A Bond during the fifteen (15)sdagxt
preceding an interest payment date for the Sefi@8/& Bonds, nor during the forty-five (45) days hpreceding
the date fixed for the redemption or repurchagbefSeries 2018A Bonds (or a portion thereof).



