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Resolution and Order

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Senes 2012

RESOLUTION AND ORDER

RESOLUTION AND ORDER OF THE BOARD OF EDUCATION OF
THE COUNTY OF BERKELEY (WEST VIRGINIA), AUTHORIZING
THE REFUNDING OF THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY PUBLIC SCHOOL BONDS, SERIES 2002,
OUTSTANDING IN THE AGGREGATE PRINCIPAL AMOUNT OF
$13,620,000, AND THE ISSUANCE FOR SUCH PURPOSE OF NOT
TO EXCEED §12,500,000 IN AGGREGATE PRINCIPAL AMOUNT
OF THE BOARD OF EDUCATION OF THE COUNTY OF
BERKELEY, PUBLIC SCHOOL  REFUNDING  BONDS,
SERIES 2012; AUTHORIZING AND APPROVING A BOND
PURCHASE AGREEMENT, AN ESCROW AGREEMENT, A
PRELIMINARY  OFFICIAL  STATEMENT, AN  OFFICIAL
STATEMENT, A CONTINUING DISCIL.OSURE AGREEMENT AND
OTHER INSTRUMENTS RELATING TO THE BONDS IN SUCH
FORMS AS SHALL BE APPROVED BY THE PRESIDENT OR
SECRETARY OF THE BOARD OR THE SUPERINTENDENT OF
THE DISTRICT; APPOINTING A REGISTRAR, A PAYING AGENT,
AN ESCROW AGENT AND A VERIFICATION AGENT,
PROVIDING FOR THE DISPOSITION OF THE PROCEEDS OF THE
BONDS AND FUNDS ON DEPOSIT WITH THE WEST VIRGINIA
MUNICIPAL BOND COMMISSION; AND MAKING OTHER
PROVISTIONS AS TO THE BONDS AND THE REFUNDING.

WHEREAS, by a Resolution and Order Directing Issuance of Bonds adopted and entered
on October 16, 2001 (the "Prior Resolution"), and pursuant to a special election held September 29, 2001
(the “2001 Referendum™), The Board of Education of the County of Berkeley (the "Board"), authorized
and directed the issuance of $27,800,000 in aggregate principal amount of The Board of Education of the
County of Berkeley Public School Bonds, Series 2002, dated February 1, 2002 (the "Prior Bonds™),
currently outstanding in the aggregate principal amount of $13,620,000;

WHEREAS, Chapter 13, Article 2 of the West Virginia Code of 1931, as amended (the
“Refunding Act™), authorizes, in the manner and subject to the limitations and conditions contained in the
Refunding Act, the issuance and sale of refunding bonds by the Board to provide for the payment of the
Prior Bonds in advance of the maturity thereof through the deposit with the West Virginia Municipal
Bond Commission (the “Commission”) of moneys or specified governmental obligations sufficient to
pay, when and as due, all principal of and interest on the Prior Bonds, including the redemption price
thereof;
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WHEREAS, it has been proposed that the Berkeley County School District (the “School
District” or the “District”) currently refund the Prior Bonds (the “Refunding™) pursuant to the Refunding
Act, through the issuance of its not to exceed $12,500,000 in aggregate principal amount of The Board of
Education of the County of Berkeley Public School Refunding Bonds, Series 2012 (the “Refunding
Bonds™), as in this Resolution and Order (the “Resolution”) provided,;

WHEREAS, the Board has on deposit with the Commission funds from taxes levied and
collected with respect to the Prior Bonds (“Surplus Funds™);

WHEREAS, the Surplus Funds remaining on deposit with the Commission after the
Refunding, less an amount to be retained in the debt service account for the Refunding Bonds, will be
utilized by the District as determined by future action of this Board;

WHEREAS, Crews & Associates, Inc. (the “Underwriter”) will enter into a Bond
Purchase Agreement (the “Bond Purchase Agreement™) with the Board relating to the purchase of the
entirety of the Refunding Bonds by the Underwriter;

WHEREAS, the Board has determined that it is in the best interests of the School District
and the citizens and residents thereof that the Refunding be accomplished and that the Refunding Bonds
be sold to the Underwriter pursuant to the Bond Purchase Agreement the final terms of which will be
approved by either the President or Secretary of the Board or the Superintendent of the District, acting
together or individually (each, an “Authorized Officer), such approval to be evidenced by the execution
by an Authorized Officer of a Certificate of Determinations (the “Certificate of Determinations”),
substantially in the form attached hereto as EXHIBIT A — FORM OF CERTIFICATE OF
DETERMINATIONS and incorporated herein by reference;

WHEREAS, the Refunding, the issuance of the Refunding Bonds under the specific
terms and conditions provided in the Certificate of Determinations, the withdrawal of the Surplus Funds
from the Commission and the use thereof as hereinafter provided are all in the best interests of the
residents of the Schoot District and the administration and operation of the School District; and

WHEREAS, it is in the best interest of this Board to grant to an Authorized Officer the
power and authority to establish the final terms and provisions of the Bonds as evidenced by the
Certificate of Determinations, to execute the Bonds, the Bond Purchase Agreement, the Continuing
Disclosure Agreement, the Escrow Agreement, to select a bond insurer, if any, and other participants,
cach as hereinafter defined;

NOW, THEREFORE, BE IT RESOLVED AND ORDERED BY THE BOARD OF
EDUCATION OF THE COUNTY OF BERKFILEY, AS FOLLOWS:

1. There is hereby authorized and directed the redemption and refunding of the Prior
Bonds, as hereinafter provided.

2. For the purpose of providing for the Refunding, the Board, acting for and on behalf
of the School District, hereby authorizes and orders the issuance of the Refunding Bonds in the aggregate
principal amount not to exceed $12,500,000. The Refunding Bonds shall be designated “The Board of
Education of the County of Berkeley Public School Refunding Bonds, Series 2012.” The Refunding
Bonds shall be dated such date or dates, shall be issued in one series, not to exceed $12,500,000 in
aggregate principal amount, shall mature on such date or dates not later than 7 years from their issuance
date, shall mature in such principal amounts on such date or dates, shall bear interest at such rate or rates
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of interest not to exceed five percent (5.0%) per annum, payable on such date or dates and shall have such
redemption provisions and other terms all as set forth in the Certificate of Determinations.

3. The principal amounts, maturity dates and interest rates on the Refunding Bonds shall
not increase the total indebtedness authorized by the 2001 Referendum. The amount of debt service
payable on the Refunding Bonds in each year shall be equal to or less than the amount of taxes expected
to be available therefor, and such facts shall be certified by the Chairman of the Commission as a
condition to issuance and delivery of the Refunding Bonds.

4. The Refunding Bonds shall be issued in fully registered form without coupons, in the
denominations of $5,000 or integral multiples thereof for any year of maturity, shall be numbered from R-
1 consecutively upward in order of maturity and shall be substantially in the form set forth in
EXHIBIT B - BOND FORM, with such variations as are approved by those officers executing such
Refunding Bonds on behalf of the Board, such execution by such officers to constitute conclusive
evidence of such approval. The Refunding Bonds shall be signed by and on behalf of the Board by its
President and be countersigned by its Secretary, which signatures may be either manual or facsimile
signatures, and the seal of the Board or a facsimile thereof shall be affixed to or imprinted thereon,
provided that the authentication of the Refunding Bonds shall be manually signed by the Registrar (as
defined herein). '

5. The Refunding Bonds shall be registered upon issuance to Cede & Co. as nominee of
The Depository Trust Company, New York, New York (“DTC”). In the event the Board determines that
it is in the best interest of the beneficial owners of the Refunding Bonds that they obtain Bond certificates,
the Board may notify DTC and the Registrar, whereupon DTC will notify its participants, of the
availability through DTC of Bond certificates. In such event, the Registrar shall cause to be issued,
transferred and exchanged Bond certificates as requested by DTC as Bondholder in appropriate amounts.
DTC may determine to discontinue providing its service with respect to the Refunding Bonds at any time
by giving notice to the Board or the Registrar and discharging its responsibilities with respect thereto
under applicable law. Under such circumstances (if there is no successor securities depository), the Board
and the Registrar shall be obligated to deliver Bond certificates as described in a resolution supplemental
hereto. In the event the Bond certificates are issued, the provisions of this Resolution and Order shall
apply to, among other things, the transfer and exchange of such certificates and the method of payment of
principal of and interest on such Bond certificates. Whenever DTC requests the Board and the Registrar
to do so, the Registrar and the Board will cooperate with DTC in taking appropriate action after
reasonable notice (a) to make available one or more separate certificates evidencing the Refunding Bonds
to any participant having the Refunding Bonds credited to its DTC account or (b) to arrange for another
securities depository to maintain custody of certificates evidencing the Refunding Bonds. An Authorized
Officer is hereby authorized and directed to execute and deliver to DTC a Blanket Letter of
Representations in the form approved by an Authorized Officer on behalf of the Board and the Board is
authorized to comply with all requirements of DTC.

6. The West Virginia Municipal Bond Commission, Charleston, West Virginia, is
hereby appointed paying agent for the Refunding Bonds (the “Paying Agent”) and Escrow Agent under
the Escrow Agreement (the “Escrow Agent”) and United Bank, Inc., Charleston, West Virginia, is hereby
appointed Registrar for the Refunding Bonds (the “Registrar”), and any previous notification to such
effect is hereby ratified, approved and confirmed. The Paying Agent and Registrar shall signify their
acceptance of the duties and obligations imposed upon them by executing and delivering to the Board a
written acceptance thereof. The Paying Agent and Registrar shall be entitled to payment and
reimbursement for reasonable fees for their services rendered and all advances, counsel fees and other
expenses reasonably and necessarily incurred by the Paying Agent and Registrar in connection with such
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services. Notwithstanding the foregoing, the expense of transfer of registration or exchange of the
Refunding Bonds shall be paid by the registered owner of any Refunding Bond.

7. The Refunding Bonds shall be transferable oniy upon the books kept for that purpose
by the Registrar by an authorized representative of the registered owner thereof in person or by his
attorney duly authorized in writing, upon surrender thereof, together with a written instrument of transfer
satisfactory to the Registrar duly executed by an authorized representative of the registered owner or his
duly authorized attorney. The Refunding Bonds may also be exchanged at the option and expense of the
registered owner thereof at the office of the Registrar. Upon exchange or transfer of any Refunding
Bond, there shall be issued, at the option of the registered owner or the transferee, another fully registered
Refunding Bond or Bonds, in such authorized denomination or denominations as may be requested, of the
aggregate principal amount equal to the amount of the exchanged or transterred Refunding Bond.

8. The interest on any Refunding Bond shall be payable by check or draft mailed by the
Paying Agent to the Registered Owner thereof as of the applicable Record Date (the fifteenth calendar
day next preceding an interest payment date set forth in the Certificate of Determinations) or, in the event
of a default in the payment of Bonds, that special record date to be fixed by the Paying Agent by notice
given to the Registered Owners not less than 10 days prior to said special record date at the address of
such Registered Owner as it appears on the registration books of the Board maintained by the Registrar,
or, at the option of any Registered Owner of at least $1,000,000 in aggregate principal amount of
Refunding Bonds, by wire transfer in immediately available funds to a domestic bank account specified in
writing by the Registered Owner to the Registrar at least 5 days prior to such Record Date. Principal and
premium, if any, shall be paid when due upon presentation and surrender of a Refunding Bond for
payment at the office of the Paying Agent, in Charleston, West Virginia. The Board and the Registrar
shall not be required to issue or transfer any Bonds during a period beginning with the close of business
on the Record Date next preceding any Interest Payment Date and ending at the close of business on such
Interest Payment Date.

9. The Refunding Bonds shall be sold to the Underwriter. The Bond Purchase
Agreement, in the form approved by an Authorized Officer on behalf of the Board pursuant to the
Certificate of Determinations is hereby authorized and approved. An Authorized Officer shall execute
and deliver the Bond Purchase Agreement with such changes, insertions and omissions as may be
approved by an Authorized Officer. Execution of the Bond Purchase Agreement by an Authorized
Officer shall be conclusive evidence of any approval required by this Section.

10. The Escrow Agreement by and between the Board and the Commission, as Escrow
Agent, to be dated the date of issuance of the Refunding Bonds (the “Closing Date™), in the form
approved by an Authorized Officer on behalf of the Board pursuant to the Certificate of Determinations is
hereby authorized, ratified and approved.  An Authorized Officer shall execute and deliver the Escrow
Agreement with such changes, insertions and omissions as may be approved by an Authorized Officer.
Execution of the Escrow Agreement by an Authorized Officer shall be conclusive evidence of any
approval required by this Section. The Board hereby directs the Escrow Agent to purchase from the
United States Treasury, for the benefit of the Board, the investment securities identified in the Escrow
Agreement, at the prices so stated, for deposit in the Escrow Fund established under the Escrow
Agreement.

11. The Continuing Disclosure Agreement of the Board to be dated the Closing Date, in
the form approved by an Authorized Officer on behalf of the Board pursuant to the Certificate of
Determinations, and the execution and delivery by an Authorized Officer and/or Authorized Officers
thereof shall be and the same are hereby authorized, approved and directed. An Authorized Officer
and/or Authorized Officers shall execute and deliver the Continuing Disclosure Agreement with such
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changes, insertions and omissions as may be approved by an Authorized Officer and/or Authorized
Officers. Execution of the Continuing Disclosure Agreement by an Authorized Officer and/or Authorized
Officers shall be conclusive evidence of any approval required by this Section.

12. The Preliminary Official Statement and the Official Statement, to be substantially in
the form approved by an Authorized Officer on behalf of the Board pursuant to the Certificate of
Determinations, and the distribution of counterparts or copies thereof by the Underwriter are hereby
approved. An Authorized Officer shall execute and deliver the Official Statement. The execution of the
Official Statement by an Authorized Officer shall be conclusive evidence of any approval required by this
Section. The distribution by the Underwriter of the Preliminary Official Statement (which is a “deemed
final” official statement in accordance with SEC Rule 15¢2-12), in the form approved by an Authorized
Officer on behalf of the Board is hereby ratified and approved. The certificate of the Board relating to
compliance with SEC Rule 15¢2-12 and the execution and delivery thereof by an Authorized Officer is
hereby ratified and approved.

13. If a verification agent is required, the firm of The Arbitrage Group, Inc. or another
firm approved by an Authorized Officer, may be engaged for the purpose of verifying yield and
sufficiency of the Escrow Fund.

14. The firm of Crews & Associates, Inc., Morgantown, West Virginia, has previously
been appointed by the Board as the Underwriter for the issuance of the Refunding Bonds. The firm of
Steptoe & Johnson PLLC, Charleston, West Virginia, has previously been appointed by the Board to
serve as Bond Counsel to the Board with respect to the Refunding Bonds.

15. The Board finds and determines that the amount of the Refunding Bonds, together
with all other bonded indebtedness of the Board (excluding the Prior Bonds), does not exceed in the
aggregate five percent (5%) of the value of the taxable property in the Berkeley County School District,
as shown by the last assessment thereof and ascertained in accordance with Section 8, Article X of the
Constitution of West Virginia; that the Refunding Bonds shall be payable from a direct annual tax levied
and collected on all taxable property in the Berkeley County School District in the ratio as between the
several classes or types of such taxable property specified in Section 1, Article X of the Constitution,
sufficient to pay annually the principal of and the interest on the Refunding Bonds falling due in each
year, such tax levies to be laid separate and apart from, and in addition to, the maximum rates provided
for tax levies by school districts on the several classes of property in Section 1, Article X of the
Constitution, but in the same proportions as such maximum rates are levied on the several classes of
property, such taxes to be levied and collected by the same officers, at the same time and in the same
manner as the general taxes of the Board; and that there is no outstanding indebtedness of the Board
created prior to October 1, 1938, In laying such levy sufficient to pay the principal of and interest on the
Refunding Bonds, the Board shall allow for exonerations and delinquencies, considering the levy amount
rendered to it by the Commission.

16. The Board hereby covenants and agrees that it will not permit at any time or times
any of the proceeds of the Refunding Bonds or any other funds of the Board to be used directly or
indirectly to acquire any securities or obligations, the acquisition of which would cause any of the
Refunding Bonds or Prior Bonds to be an “arbitrage bond” as defined in Section 148 of the Code, and the
regulations promulgated pursuant thereto. An Authorized Officer is authorized and directed to execute
and deliver such further instruments or agreements as shall be required to provide further assurances of
the Board's compliance with this covenant, including, but not limited to a Tax Certificate or similar
certificate or agreement.
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17. The Board will notify, by letter, the Executive Director of the Commission of its
intention to accomplish the proposed Refunding and request the withdrawal of the Surplus Funds. The
Surplus Funds remaining on deposit with the Commission after the Refunding, less an amount to be
retained in the debt service account for the Refunding Bonds, will be utilized by the District as
determined by future action of this Board.

18. Proceeds of the Refunding Bonds shall be applied as approved by an Authorized
Officer on behalf of the Board as set forth in the Certificate of Determinations. Surplus Funds shall be
applied as determined by future action of this Board to either reduce the aggregate principal amount of the
Refunding Bonds or to be used for capital projects within the parameters of the 2001 Referendum. The
ultimate application of the Surplus Funds shall be determined and approved by future action of this
Board.

19. An Authorized Officer and all other officers of the Board are hereby authorized and
directed to execute and deliver such other documents and certificates required or desirable in connection
with the Refunding, including, if needed, subscription forms for the purchase of United States
Government Securities, State and Local Government Series and any forms or documents necessary 1o
qualify the Refunding Bonds for sale under the “Blue Sky Laws” of any state, to the end that the
Refunding Bonds may be delivered at the earliest practicable date to the Underwriter.

20. Notwithstanding the provisions of any order, ordinance or resolution of the Board
heretofore adopted or entered, the Board hereby authorizes proceeds of the Refunding Bonds, together
with any Surplus Funds and tax revenues earmarked for payment of debt service on the Refunding Bonds
(excluding any amounts in the Escrow Fund), to be deposited with the Commission and invested by the
Commission in the West Virginia “Consolidated Investment Fund.”

21. The Board hereby finds and determines that legal provision has been made for the
imposition, levy and collection of, and the Board hereby covenants to levy and collect, a direct annual tax
in excess of all other taxes, on all taxable property in the School District sufficient to pay the principal of
and the interest on the Refunding Bonds, as and when payable, and all other outstanding general
obligation bonds heretofore issued by the Board.

22. The President of the Board is hereby authorized and directed to execute and deliver
to the Executive Director of the Commission, as soon as possible, a request to certify the amount of taxes
expected to be available for the payment of the debt service on the Refunding Bonds in each year, as
required by the Refunding Act.

23. An Authorized Officer and all other officers and employees of the Board are hereby
authorized, empowered and directed to do any and all things proper and necessary to cause the Refunding
Bonds to be duly and properly issued by the Board and delivered to the Underwriter as herein authorized
and to otherwise facilitate the transaction contemplated by this Resolution and Order and the Bond
Purchase Agreement, including but not limited to consulting with or applying to rating agencies to obtain
a rating on the Refunding Bonds and the paying of any fee in connection therewith and consulting with or
applying to insurance agencies for bond insurance for the Refunding Bonds, and no further authority shall
be necessary to authorize any such officers or employees to give such further assurance and do such
further acts as may be legally required.

24, This Resolution and Order shall take effect immediately upon its adoption.
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Adopted and entered of record this January 23, 2012.

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY, WEST VIRGINIA

By:

Piesident o e
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CERTIFICATION

Certified a true, correct and complete copy of a Resolution and Order duly adopted and
enacted by The Board of Education of the County of Berkeley at a regular meeting of the Board held on
January 23, 2012, pursuant to proper notice, at which meeting a quorum was present and acting
throughout.

Dated this January 23, 2012,

Sécretary | #
("{f

Ve
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EXHIBIT A
FORM OF CERTIFICATE OF DETERMINATIONS
The undersigned, [President or Secretary of The Board of Education of the County of Berkeley,
West Virginia {the “Board”)]{Superintendent of the Berkeley County School District], in accordance with
a Resolution and Order adopted by the Board on January 23, 2012 (the “Order”), with respect to the
§ The Board Of Education of the County of Berkeley, Public School Refunding Bonds, Series
2012 (the “Bonds™), hereby finds and determines as follows:
1. [She][He] is an Authorized Officer within the meaning of the Order.

2.  The Bonds shall be dated ,2012.

3. The Bonds shall be issued in the aggregate principal amount of §

4.  Such principal amount does not exceed $12,500,000, being the maximum principal amount
authorized by the Order.

5. The Bonds shall mature in the amounts and on the dates and shall be subject to mandatory
sinking fund redemption in the amounts and on the dates set forth on Schedule 1 attached hereto and
incorporated herein.

6. The Bonds shall bear interest at the rates and produce the yields set forth on Schedule 1
attached hereto and incorporated herein, which rates do not exceed five percent (5.0%) per annum.
Interest shall be payable on the Bonds semiannually on each May 1 and November 1, beginning on May
1, 2012 and in each year until maturity.

7.  The Bonds shall not be subject to optional redemption.

8. The Bonds shall be sold to Crews & Associates, Inc. {the “Underwriter”), pursuant to the
terms of the Bond Purchase Agreement by and between the Underwriter and the Board, at an aggregate

purchase price of § (representing par value, less an underwriting discount of
$ [plus a net original issue premium of $ or less an original issue discount of
$ ), plus accrued interest of $ on the Bonds from ., 2012 to

, 2012 (the “Closing Date™).

9. The proceeds of the Bonds and the funds on deposit with the West Virginia Municipal Bond
Commission (the “Bond Commission™) as the paying agent for the Board’s outstanding Public School
Bonds, Series 2002, dated February 1, 2002, issued in the original aggregate principal amount of
$27,800,000 (the “Series 2002 Bonds™) shall be applied as set forth on Schedule 2 attached hereto and
incorporated herein, including any additional determinations deemed necessary by the [Authorized
Officer].

10. The form of the Bond Purchase Agreement which is attached hereto as Exhibit 1 is hereby
approved, with such amendments as may be approved by an Authorized Officer (as defined in the Order),
the execution and delivery thereof by an Authorized Officer being conclusive evidence of the approval of
any such amendments. The Authorized Officers are hereby authorized to execute and deliver the Bond
Purchase Agreement in connection with the issuance of the Bonds.
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11. The form of the Escrow Agreement which is attached hereto as Exhibit 2 is hereby
approved, with such amendments as may be approved by an Authorized Officer, the execution and
delivery thereof by an Authorized Officer being conclusive evidence of the approval of any such
amendments. The Authorized Officers are hereby authorized to execute and deliver the Escrow
Agreement in connection with the issuance of the Bonds.

12. The form of the Continuing Disclosure Agreement which is attached hereto as Exhibit 3 is
hereby approved, with such amendments as may be approved by an Authorized Officer, the execution and
delivery thereof by an Authorized Officer being conclusive evidence of the approval of any such
amendments. The Authorized Officers are hereby authorized to execute and deliver the Lscrow
Agreement in connection with the issuance of the Bonds.

13. The Preliminary Official Statement of the Board dated , 2012, is hereby ratified and
deemed final within the meaning of paragraph (b)(1) of Rule 15¢2-12 under the Securities Exchange Act
of 1934, with such changes, omissions, insertions and revisions as the Authorized Officer shall deem
advisable. Such signature to evidence approval thereof.

[14. (“Bond Insurer”) has offered Bond Insurance for the Bonds pursuant to the terms of a
commitment letter dated 2012 (the “Commitment”). The Bond Insurer is approved and the
Commitment for the Bond Insurance is accepted.]

The undersigned hereby certifies that the foregoing terms and conditions of the Bonds are within
the limitations prescribed by the Order, and the Bonds may be issued with such terms and conditions as
authorized by the Order.

WITNESS my signature this day of , 2012,

THE BOARD OF EDUCATION OF THE COUNTY OF
BERKELEY, WEST VIRGINIA

By:
Its:
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Schedule 1

Maturities

Mandatory Redemption.
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Schedule 2

Application of Bond Proceeds and Funds on Depesit with Bond Commission.
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EXHIBIT 1

[Form of Bond Purchase Agreement]
(Attached Tereto)
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EXHIBIT 2

[Form of Escrow Agreement]
{Attached Hereto)
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EXHIBIT 3

[Form of Continuing Disclosure A eement]
Zr
{Aftached Hereto)
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EXHIBIT B

BOND FORM

Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New York corporation
(“DTC™), to Issuer or its agent for registration of transfer, exchange, or payment, and ary Bond issued is registered in the name of
Cede & Co. or in such other name as is requested by an authorized representative of DTC (and any payment is made to Cede &
Co. or to such other entity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof, Cede & Co., has an interest herein.

No. R-1
hY
UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
PUBLIC SCHOOL REFUNDING BOND,
SERIES 2012
INTEREST RATE MATURITY DATE BOND DATE CUSIP
%

REGISTERED OWNER: CEDE & CO.
PRINCIPAL AMOUNT: DOLLARS

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY (West Virginia), a public
corporation created and existing under the laws of the State of West Virginia (the “Issuer”), for value
received, hereby acknowledges itself to be indebted and promises to pay to the Registered Owner
specified above, or registered assigns (the “Registered Owner™), on the Maturity Date specified above,
upon presentation and surrender hereof, the Principal Amount specified above and to pay interest on said
Principal Amount from the Interest Payment Date (as hereinafter defined) preceding the date of
authentication hereof or, if authenticated after the Record Date (as hereinafier defined) but prior to the
applicable Interest Payment Date or on said [nterest Payment Date, from said Interest Payment Date or, if
no interest has been paid, from the Bond Date specified above, at the Interest Rate per annum specified
above, semiannually, on May 1 and November 1 in each year, beginning May 1, 2012 (each an “Interest
Payment Date™), until maturity. United Bank, Inc., Charleston, West Virginia, has been designated to act
in the capacity of registrar and transfer agent for the Bonds (the “Registrar™), and the West Virginia
Municipal Bond Commission, Charleston, West Virginia, has been appointed by the Issuer to serve in the
capacity of paying agent for the Bonds (the “Paying Agent™).
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Interest accruing on this Bond on and prior to the Maturity Date hercof shall be payable by check
or draft mailed by the Paying Agent to the Registered Owner hereof as of the applicable Record Date
(each April 15 and October 15) or, in the event of a default in the payment of Bonds, that special record
date to be fixed by the Paying Agent by notice given to the Registered Owners not less than 10 days prior
to said special record date at the address of such Registered Owner as it appears on the registration books
of the Issuer maintained by the Registrar, or, at the option of any Registered Owner of at least $1,000,000
in aggregate principal amount of Bonds, by wire transfer in immediately available funds to a domestic
bank account specified in writing by the Registered Owner to the Registrar at least 5 days prior to such
Record Date. Principal shall be paid when due upon presentation and surrender of this Bond for payment
at the office of the Paying Agent, in Charleston, West Virginia. The Issuer and the Registrar shall not be
required to issue or transfer any Bonds during a period beginning with the close of business on the Record
Date next preceding any Interest Payment Date and ending at the close of business on such Interest
Payment Date.

This Bond is one of a series of bonds of the Issuer designated as “Public School Refunding
Bonds, Series 2012” (the “Bonds™), issued by the Issuer in the aggregate principal amount of
$ . The Bonds are in fully registered form, without coupons, and are issued under the
authority of and in full compliance with the Constitution and statutes of the State of West Virginia,
including particularly, Chapter 13, Article 2 of the West Virginia Code of 1931, as amended (the “Act™)
and a Resolution and Order (the “Order”) duly adopted by the Issuer on January 23, 2012, for the purpose
of refunding the Issuer’s Public School Bonds, Series 2002, currently outstanding in the aggregate
principal amount of $13,620,000 (the “Prior Bonds™). The terms and provisions of the Order are hereby
incorporated by reference as if set forth fully herein.

This Bond may be transferred or exchanged by the Registered Owner hereof upon surrender of
this Bond to the Registrar at its principal corporate trust office, accompanied by a written instrument or
instruments of transfer in form, with instructions, and with guaranty of signature satisfactory to the
Registrar, duly exccuted by the Registered Owner of this Bond or his attorney-in-fact or legal
representative. The Registrar shall enter any transfer of ownership of this Bond in the registration books
and shall authenticate and deliver in the name of the transferee or transferees a new fully registered bond
or bonds of authorized denominations of the same maturity and form for the aggregate denominations of
the same maturity and for the aggregate amount which the transferee is entitled to receive at the earliest
practicable time. The Issuer, the Registrar and the Paying Agent may deem and treat the registered owner
hereof as the absolute owner thereof (whether or not this Bond shall be overdue) for the purpose of
receiving payment of or on account of principal hereof and interest due hereon and for all other purposes,
and the Issuer, the Registrar and the Paying Agent shall not be affected by any notice to the contrary. All
payments made to the Registered Owner of a Bond, as herein provided, shall be valid and effectual to
satisfy in full and discharge the lability of the Issuer upon the Bond as paid.

No recourse shall be had for the payment of the principal of or interest on this Bond, or for any
claim based hereon or on the Order, against any member, officer or employee, past, present, or future, of
the Issuer or of any successor body, as such, either directly or through the Issuer or any such successor
body, under any constitutional provision, statute or rule of law, or by the enforcement of any assessment
or by any legal or equitable proceeding or otherwise, and all such liability of such members, officers or
employees is released as a condition of and as consideration for the issuance of this Bond.

The Bonds are not subject to redemption prior to maturity.
IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and things

required by the laws of the State of West Virginia to exist, to have happened or to have been performed,
precedent to or in connection with the issuance of this Bond or in the creation of the debt of which this
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Bond is evidence, exist, have happened and have been performed in regular and due form and manner as
required by law; that this Bond is authorized by and is issued in conformity with the requirements of the
Constitution and statates of the State of West Virginia, including the Act, and that legal provision has
been made by the Issuer for the levy and collection of a direct annual tax sufficient in amount to meet the
payment of the interest and principal hereof, which shall have precedence over all other taxes for any
purpose whatever, except bond issues heretofore or hereafter authorized and issued under the five percent
limitation provided by the Better Schools Amendment of the Constitution of West Virginia, and said tax
is levied outside the limits fixed by Section 1, Article X of the Constitution of the Statc of West Virginia
in the manner provided by Sections 8 and 10, Article X of the State Constitution; that said levies do not
exceed any constitutional or statutory limitations; and that the amount of this Bond, together with all other
indebtedness of the Issuer, does not exceed any statutory or constitutional limitation thereon.

For payment of both principal and interest hereof the full faith and credit and resources of the
Issuer are hereby irrevocably pledged within the limitations prescribed by the Constitution and statutes of
the State of West Virginia.

The Issuer has covenanted in the Order that it shall include in its budget the amount of the debt
service for each fiscal year of the Issuer in which principal and/or interest on the Bonds is payable, that it
shall appropriate from its revenues any such sums for the payment of such debt service and that it shall
duly and punctually cause to be paid when due, the principal of and interest on the Bonds.

Subject to the registration requirements set forth herein, this Bond, under the provisions of the
Act is, and has al} the qualities and incidents of, a negotiable instrument under the Uniform Commercial
Code of the State of West Virginia.

The Issuer has caused CUSIP numbers to be printed on the Bonds, and has directed the Paying
Agent to use such numbers in notices, if any, as a convenience to bondholders. No representation is made

as to the accuracy of such numbers either as printed on the Bonds or as contained in any notice.

This Bond shall not be entitled to any benefit under the Order nor shall it be valid, obligatory or
enforceable for any purpose until this Bond shall have been authenticated by the Registrar.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
has caused this Bond to be duly signed in its name and on its behalf by its President and countersigned by
its Secretary and has caused its corporate seal to be hereto affixed in the manner provided in the Order, all

as of , 2012,
THE BOARD OF EDUCATION OF THE COUNTY
OF BERKELEY, WEST VIRGINIA
(SEAL)
By:
President
By:
Secretary
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CERTIFICATE OF AUTHENTICATION
AND REGISTRATION

This Bond is one of the Bonds described in the within-mentioned Resolution and Order and has
been duly registered in the name of the Registered Owner set forth above on the date set forth below.

Dated: , 2012,

UNITED BANK, INC,,
as Registrar

By:

Its:

5916805 20



ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto
the within Bond and does hereby irrevocably constitute and appoint
, Attorney to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with full power of substitution in the premises.

Signature of Assignor

Dated:

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm})

{Authorized Officer)

NOTICE: The Assignor's signature to this Assignment must correspond with the name as it
appears upon the face of the within Bond in every particular, without alteration or any change whatever.
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Cross Receipt

$11,570,600
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012

CROSS-RECEIPT FOR BONDS AND BOND PROCEEDS

The undersigned Robert Steptoe, Director, Public Finance of Crews & Associates, Inc.
(the “Purchaser™), for and on behalf of the Purchaser, and Dr. William F. Queen, President of The Board
of Education of the County of Berkeley (the “Issuer™), for and on behalf of the Issuer, hereby certify as
follows:

1. On February 9, 2012, in New York, New York, the Purchaser received the entire
original issue of $11,570,000 in aggregate principal amount of The Board of Education of the County of
Berkeley (West Virginia) Public School Refunding Bonds, Series 2012 (the “Bonds™). The Bonds, as so
received on original issuance, are dated February 9, 2012, are numbered, mature on May 1 of the years,
bear interest at the rates and are in the respective denominations set forth in EXHIBIT A attached hereto
and incorporated herein by reference, and are all fully registered in the name of “CEDE & CO.”

2. At the time of such receipt of the Bonds upon original issuance, they had been
signed by Dr. William F. Queen as President of the Issuer, by his manual signature, and countersigned by
Manuel P. Arvon, as Secretary of the Issuer, by his manual signature, and the seal of the Issuer had been
affixed upon such Bonds and the Bonds had been manually authenticated by United Bank, Inc. as
Registrar.

3. The Issuer has received and hereby acknowledges receipt from the Purchaser as
the original purchaser of the Bonds, of the proceeds of the Bonds, as follows:

Par Amount of Bonds ........coivvrveerniierrer e sie s nesesiens $11,570,000.00
Plus: Net Reoffering Premium ... oo, 328,066.30
Less: Underwriter’s DISCOUIT vt seeee e erines s s s s e (92,560.00)

O . T SRR $11.805.506.30

Payment for the Bonds was made in Federal Funds in the amount of $11,805,506.30, on the
date hereof.



WITNESS our respective signatures this February 9, 2012.

CREWS & ASSOCIATES, INC.

o SN O
‘ / j’?@bgv@e%g@

Its: Director, Public Finance e

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

By:
Its President




WITNESS our respective signatures this February 9, 2012.

CREWS & ASSOCIATES, INC.

By:

Its: Director, Public Finance

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

By: s

Its President o=



Maturity

(Mav 1)
2013

2014
2015
2016
2017

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY

Amount

$2,165,000
$2,270,000
$2,320,000
$2,385,000
$2,430,000

511,570,000
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012
Coupor Price
2.000% 101.771%
2.000% 102.868%
3.600% 106.665%
2.000% 103.707%
1.100% 99.242%

EXHIBIT A

Yield

0.550%
0.700%
0.900%
1.100%
1.250%

CUSIP

(084239 FN7
084239 FP2
(84239 FQO
084239 FR8
084239 FS6



Direction to Authenticate

$11,57¢,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012

DIRECTION TO AUTHENTICATE AND DELIVER BONDS

United Bank, Inc.,
as Registrar
Charleston, West Virginia

Ladies and Gentlemen:

There are delivered to you herewith (or have previously been delivered to you) as
Registrar for the above-captioned Bonds:

1. Bonds Nos. R-1 to R-5, inclusive, constituting the entire original issue of The
Board of Education of the County of Berkeley (West Virginia) Public School Refunding Bonds,
Series 2012, dated Febrvuary 9, 2012, in the aggregate principal amount of $11,570,000 (the “Bonds™), all
as set forth in EXHIBIT A, attached hereto and made a part hereof, signed by the President and
countersigned by the Secretary of The Board of Education of The County of Berkeley (the “Issuer™) and
bearing the official seal of the Issuer. The Bonds are authorized to be issued under and pursuant to a
Resolution and Order adopted by the Issuer on January 23, 2012 (the “Resolution™).

2. A copy, duly certified by the Secretary, of the Resolution.

3. A signed, ungualified approving opinion of nationally recognized bond counsel
designated by the Issuer and acceptable to the Purchaser.

You are hereby requested and authorized to authenticate, register and deliver the Bonds

to CEDE & CO., as nominee of Depository Trust Company, on behalf of Crews & Associates, Inc., as the
Purchaser thereof.

5883011



Dated this February 9, 2012,

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

15 President. oo™

5883011



Maturity

(Miav £)
2013

2014
2015
2016
2017

5883011

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY

Amount

$2,165,000
$2,270,000
$2,320,000
$2,385,000
$2,430,000

$11,57¢,000
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012
Coupon Price
2.000% 101.771%
2.000% 102.868%
3.000% 106.665%
2.000% 103.707%
1.100% 99.242%

EXHIBIT A

Yield

0.550%
0.700%
0.900%
1.160%
1.250%

CUSIP

084239 I'N7
084239 FP2
084239 FQO
084239 FR38
(84239 FS6



Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New York corporation
("DTC?”), to Issuer or its agent for registration of transfer, exchange, or payment, and any Bond issued is registered in the name of
Cede & Co. or in such other name as is requested by an authorized representative of DTC (and any payment is made to Cede &
Co. or to such other cntity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner

hereof, Cede & Co., has an interest herein,

No. R-1
$2,165,000
UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
PUBLIC SCHOOL REFUNDING BOND,
SERIES 2012
INTEREST RATE MATURITY DATE BOND DATE CUSIP
2.0% May 1, 2013 February 9, 2012 (84239 FN7

REGISTERED OWNER: CEDE & CO.
PRINCIPAL AMOUNT: TWO MILLION ONE HUNDRED SIXTY FIVE THOUSAND

AND 00/100 DOLLARS ($2,165,000)

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY (West Virginia), a public
corporation created and existing under the laws of the State of West Virginia (the “Issuer™), for value
received, hereby acknowledges itself to be indebted and promises to pay to the Registered Owner
specified above, or registered assigns (the “Registered Owner™), on the Maturity Date specified above,
upon presentation and surrender hereof, the Principal Amount specified above and to pay interest on said
Principal Amount from the Interest Payment Date (as hereinafter defined) preceding the date of
authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but prior to the
applicable Interest Payment Date or on said Interest Payment Date, from said Interest Payment Date or, if
no interest has been paid, from the Bond Date specified above, at the Interest Rate per annum specified
above, semiannually, on May 1 and November 1 in each year, beginning May 1, 2012 (each an “Interest
Payment Date™), until maturity. United Bank, Inc., Charleston, West Virginia, has been designated to act
in the capacity of registrar and transfer agent for the Bonds (the “Registrar”), and the West Virginia
Municipal Bond Commission, Charleston, West Virginia, has been appointed by the I[ssuer to serve in the
capacity of paying agent for the Bonds (the “Paying Agent”).

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be payable by check
or draft mailed by the Paying Agent to the Registered Owner hereof as of the applicable Record Date
{(each April 15 and October 15) or, in the event of a default in the payment of Bonds, that special record
date to be fixed by the Paying Agent by notice given to the Registered Owners not less than 10 days prior

5940064



to said special record date at the address of such Registered Owner as it appears on the registration books
of the Issuer maintained by the Registrar, or, at the option of any Registered Owner of at feast $1,000,000
in aggregate principal amount of Bonds, by wire transfer in immediately available funds to a domestic
bank account specified in writing by the Registered Owner to the Registrar at least 5 days prior to such
Record Date. Principal shall be paid when due upon presentation and surrender of this Bond for payment
at the office of the Paying Agent, in Charleston, West Virginia. The [ssuer and the Registrar shall not be
required to issue or transfer any Bonds during a period beginning with the close of business on the Record

Date next preceding any Interest Payment Date and ending at the close of business on such Interest
Payment Date.

This Bond is one of a series of bonds of the Issuer designated as “Public School Refunding
Bonds, Series 2012 (the “Bonds™), issued by the Issuer in the aggregate principal amount of
$11,570,000. The Bonds are in fully registered form, without coupons, and are issued under the authority
of and in full compliance with the Constitution and statutes of the State of West Virginia, including
particularly, Chapter 13, Article2 of the West Virginia Code of 1931, as amended (the “Act™) and a
Resolution and Order (the “Order”™) duly adopted by the Issuer on January 23, 2012, for the purpose of
refunding the Issuer’s Public School Bonds, Series 2002, currently outstanding in the aggregate principal
amount of $13,620,000 (the “Prior Bonds™). The terms and provisions of the Order are hereby
incorporated by reference as if set forth fully herein.

This Bond may be transferred or exchanged by the Registered Owner hereof upon surrender of
this Bond to the Registrar at its principal corporate trust office, accompanied by a written instrument or
instruments of transfer in form, with instructions, and with guaranty of signature satisfactory to the
Registrar, duly executed by the Registered Owner of this Bond or his attorney-in-fact or legal
representative. The Registrar shall enter any transfer of ownership of this Bond in the registration books
and shall authenticate and deliver in the name of the transferee or transferees a new fully registered bond
or bonds of authorized denominations of the same maturity and form for the aggregate denominations of
the same maturity and for the aggregate amount which the transferee is entitled to receive at the earliest
practicable time. The Issuer, the Registrar and the Paying Agent may deem and treat the registered owner
hereof as the absolute owner thereof (whether or not this Bond shall be overdue) for the purpose of
receiving payment of or on account of principal hereof and interest due hereon and for ali other purposes,
and the Issuer, the Registrar and the Paying Agent shall not be affected by any notice to the contrary. All
payments made to the Registered Owner of a Bond, as herein provided, shall be valid and effectual to
satisty in full and discharge the liability of the [ssuer upon the Bond as paid.

No recourse shall be had for the payment of the principal of or interest on this Bond, or for any
claim based hereon or on the Order, against any member, officer or employee, past, present, or future, of
the Issuer or of any successor body, as such, either directly or through the Issuer or any such successor
body, under any constitutional provision, statute or rule of law, or by the enforcement of any assessment
or by any legal or equitable proceeding or otherwise, and all such liability of such members, officers or
employees is released as a condition of and as consideration for the issuance of this Bond.

The Bonds are not subject to redemption prior to maturity.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and things
required by the laws of the State of West Virginia to exist, to have happened or to have been performed,
precedent to or in connection with the issuance of this Bond or in the creation of the debt of which this
Bond is evidence, exist, have happened and have been performed in regular and due form and manner as
required by law; that this Bond is authorized by and is issued in conformity with the requirements of the
Constitution and statutes of the State of West Virginia, including the Act, and that legal provision has
been made by the Issuer for the levy and collection of a direct annual tax sufficient in amount to meet the
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payment of the interest and principal hereof, which shall have precedence over all other taxes for any
purpose whatever, except bond issues heretofore or hereafter authorized and issued under the five percent
limitation provided by the Better Schools Amendment of the Constitution of West Virginia, and said tax
is levied outside the limits fixed by Section 1, Article X of the Constitution of the State of West Virginia
in the manner provided by Sections 8 and 10, Article X of the State Constitution; that said levies do not
exceed any constitutional or statutory limitations; and that the amount of this Bond, together with all other
indebtedness of the Issuer, does not exceed any statutory or constitutional limitation thereon.

For payment of both principal and interest hereof the full faith and credit and resources of the

Issuer are hereby irrevocably pledged within the limitations prescribed by the Constitution and statutes of
the State of West Virginia.

The Issuer has covenanted in the Order that it shall include in its budget the amount of the debt
service for each fiscal year of the Issuer in which principal and/or interest on the Bonds is payable, that it
shall appropriate from its revenues any such sums for the payment of such debt service and that it shall
duly and punctually cause to be paid when due, the principal of and interest on the Bonds.

Subject to the registration requirements set forth herein, this Bond, under the provisions of the
Act is, and has all the qualities and incidents of, a negotiable instrument under the Uniform Commercial
Code of the Siate of West Virginia.

The Issuer has caused CUSIP numbers to be printed on the Bonds, and has directed the Paying
Agent to use such numbers in notices, if any, as a convenience to bondholders. No representation is made

as to the accuracy of such numbers either as printed on the Bonds or as contained in any notice.

This Bond shall not be entitled to any benefit under the Order nor shall it be valid, obligatory or
enforceable for any purpose until this Bond shall have been authenticated by the Registrar.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, THE BOARD OF EDUCATION OF THE COUNTY OF
BERKELEY has caused this Bond to be duly signed in its name and on its behalf by its President and
countersigned by its Secretary and has caused its corporate seal to be hereto affixed in the manner
provided in the Order, all as of February 9, 2012,

THE BOARD OF EDUCATION OF THE COUNTY
OF BERKELEY, WEST VIRGINIA

(SEAL)

President-- - -—----~ = 7T
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5940064

CERTIFICATE OF AUTHENTICATION
AND REGISTRATION

This Bond is one of the Bonds described in the within-mentioned Resolution and Order and has
been duly registered in the name of the Registered Owner set forth above on the date set forth below.

Dated: February 9, 2012.

UNITED BANK, INC,,
as Registrar

o

its:




ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto
the within Bond and does hereby irrevocably constitute and appoint
, Attorney to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with full power of substitution in the premises.

Signature of Assignor

Dated:

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor's signature to this Assignment must correspond with the name as it
appears upon the face of the within Bond in every particular, without alteration or any change whatever.

3940064






Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New York corporation
(“DTC™), to Issuer or its agent for registration of transfer, exchange, or payment, and any Bond issued is registered in the name of
Cede & Co. or in such other name as is requested by an authorized representative of DTC (and any payment is made to Cede &
Co. or to such other entity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TQ ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof, Cede & Co., has an interest herein.

No. R-2
$2,270,000
UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
PUBLIC SCHOOI., REFUNDING BOND,
SERIES 2012
INTEREST RATE MATURITY DATE BOND DATE cusipe
2.0% May 1, 2014 February 9, 2012 084239 FP2

REGISTERED OWNER: CEDE & CO.
PRINCIPAIL AMOUNT: TWO MILLION TWO HUNDRED SEVENTY THOUSAND

AND 00/100 DOLLARS ($2,270,000)

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY (West Virginia), a public
corporation created and existing under the laws of the State of West Virginia (the “Issuer”), for value
received, hereby acknowledges itself to be indebted and promises to pay to the Registered Owner
specified above, or registered assigns (the “Registered Owner™), on the Maturity Date specified above,
upon presentation and surrender hereof, the Principal Amount specified above and to pay interest on said
Principal Amount from the Interest Payment Date (as hereinafter defined) preceding the date of
authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but prior to the
applicable Interest Payment Date or on said Interest Payment Date, from said Interest Payment Date or, if
no interest has been paid, from the Bond Date specified above, at the Interest Rate per annum specified
above, semiannually, on May 1 and November 1 in each year, beginning May 1, 2012 (each an “Interest
Payment Date™), until maturity. United Bank, Inc., Charleston, West Virginia, has been designated to act
in the capacity of registrar and transfer agent for the Bonds (the “Registrar”), and the West Virginia
Municipal Bond Commission, Charleston, West Virginia, has been appointed by the Issuer to serve in the
capacity of paying agent for the Bonds (the “Paying Agent™).

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be payable by check
or draft mailed by the Paying Agent to the Registered Owner hereof as of the applicable Record Date
{(each April 15 and October 15) or, in the event of a default in the payment of Bonds, that special record
date to be fixed by the Paying Agent by notice given to the Registered Owners not less than 10 days prior
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to said special record date at the address of such Registered Owner as it appears on the registration books
of the Issuer maintained by the Registrar, or, at the option of any Registered Owner of at least $1,000,000
in aggregate principal amount of Bonds, by wire transfer in immediately available funds to a domestic
bank account specified in writing by the Registered Owner to the Registrar at least S days prior to such
Record Date. Principal shall be paid when due upon presentation and surrender of this Bond for payment
at the office of the Paying Agent, in Charleston, West Virginia. The Issuer and the Registrar shall not be
required to issue or transfer any Bonds during a period beginning with the close of business on the Record

Date next preceding any Interest Payment Date and ending at the close of business on such Interest
Payment Date.

This Bond is one of a series of bonds of the Issuer designated as “Public School Refunding
Bonds, Series 2012” (the “Bonds™), issued by the Issuer in the aggregate principal amount of
$11,570,000. The Bonds are in fully registered form, without coupons, and are issued under the authority
of and in full compliance with the Constitution and statutes of the State of West Virginia, including
particularly, Chapter 13, Article 2 of the West Virginia Code of 1931, as amended (the “Act™) and a
Resolution and Order (the “Order”) duly adopted by the Issuer on January 23, 2012, for the purpose of
refunding the Issuer’s Public School Bonds, Series 2002, currently outstanding in the aggregate principal
amount of $13,620,000 (the “Prior Bonds™). The terms and provisions of the Order are hereby
incorporated by reference as if set forth fully herein.

This Bond may be transferred or exchanged by the Registered Owner hereof upon surrender of
this Bond to the Registrar at its principal corporate trust office, accompanied by a written instrument or
instruments of transfer in form, with instructions, and with guaranty of signature satisfactory to the
Registrar, duly executed by the Registered Owner of this Bond or his attorney-in-fact or legal
representative. The Registrar shall enter any transfer of ownership of this Bond in the registration books
and shall authenticate and deliver in the name of the transferee or transferees a new fully registered bond
or bonds of authorized denominations of the same maturity and form for the aggregate denominations of
the same maturity and for the aggregate amount which the transferee is entitled to receive at the earliest
practicable time. The Issuer, the Registrar and the Paying Agent may deem and treat the regisiered owner
hereof as the absolute owner thereof (whether or not this Bond shall be overdue) for the purpose of
receiving payment of or on account of principal hereof and interest due hereon and for all other purposes,
and the Issuer, the Registrar and the Paying Agent shall not be affected by any notice to the contrary. All
payments made to the Registered Owner of a Bond, as herein provided, shall be valid and effectual to
satisfy in full and discharge the liability of the Issuer upon the Bond as paid.

No recourse shall be had for the payment of the principal of or interest on this Bond, or for any
claim based hereon or on the Order, against any member, officer or employee, past, present, or future, of
the Issuer or of any successor body, as such, either directly or through the Issuer or any such successor
body, under any constitutional provision, statute or rule of law, or by the enforcement of any assessment
or by any legal or equitable proceeding or otherwise, and all such liability of such members, officers or
employees is released as a condition of and as consideration for the issuance of this Bond.

The Bonds are not subject to redemption prior to maturity.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and things
required by the laws of the State of West Virginia to exist, to have happened or to have been performed,
precedent to or in connection with the issuance of this Bond or in the creation of the debt of which this
Bond is evidence, exist, have happened and have been performed in regular and due form and manner as
required by law; that this Bond is authorized by and is issued in conformity with the requirements of the
Constitution and statutes of the State of West Virginia, including the Act, and that legal provision has
been made by the Issuer for the levy and collection of a direct annual tax sufficient in amount to meet the
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payment of the interest and principal hereof, which shall have precedence over all other taxes for any
purpose whatever, except bond issues heretofore or hereafter authorized and issued under the five percent
limitation provided by the Better Schools Amendment of the Constitution of West Virginia, and said tax
is levied outside the limits fixed by Section 1, Article X of the Constitution of the State of West Virginia
in the manner provided by Sections 8 and 10, Article X of the State Constitution; that said levies do not
exceed any constitutional or statutory limitations; and that the amount of this Bond, together with all other
indebtedness of the Issuer, does not exceed any statutory or constitutional limitation thereon.

For payment of both principal and interest hereof the full faith and credit and resources of the

Issuer are hereby irrevocably pledged within the limitations prescribed by the Constitution and statutes of
the State of West Virginia.

The Issuer has covenanted in the Order that it shall include in its budget the amount of the debt
service for each fiscal year of the Issuer in which principal and/or interest on the Bonds is payable, that it
shall appropriate from its revenues any such sums for the payment of such debt service and that it shall
duly and punctually cause to be paid when due, the principal of and interest on the Bonds.

Subject to the registration requirements set forth herein, this Bond, under the provisions of the

Act is, and has all the qualities and incidents of, a negotiable instrument under the Uniform Commercial
Code of the State of West Virginia.

The Issuer has caused CUSIP numbers to be printed on the Bonds, and has directed the Paying
Agent to use such numbers in notices, if any, as a convenience to bondholders. No representation is made
as to the accuracy of such numbers either as printed on the Bonds or as contained in any notice.

This Bond shall not be entitled to any benefit under the Order nor shall it be valid, obligatory or
enforceable for any purpose until this Bond shall have been authenticated by the Registrar.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, THE BOARD OF EDUCATION OF THE COUNTY OF
BERKELEY has caused this Bond to be duly signed in its name and on its behalf by its President and
countersigned by its Secretary and has caused its corporate seal to be hereto affixed in the manner

provided in the Order, all as of February 9, 2012.

THE BOARD OF EDUCATION OF THE COUNTY
OF BERKELEY, WEST VIRGINIA

i
{SEAL) e >
e e e e e oy -
By: (g B et
President ... . o

7 Y
Septetary f/
Y
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CERTIFICATE OF AUTHENTICATION
AND REGISTRATION

This Boad is one of the Bonds described in the within-mentioned Resolution and Order and has
been duly registered in the name of the Registered Owner set forth above on the date set forth below.

Dated: February 9, 2012.

UNITED BANK, INC,,
as Registrar

" /F

EN
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ASSIGNMENT

Social Security or Other Identifying Number of Assignee

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

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

Signature of Assignor

Dated:

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

{Authorized Officer)

NOTICE: The Assignor's signature to this Assignment must correspond with the name as it
appears upon the face of the within Bond in every particuiar, without alteration or any change whatever.

5940086






Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New York corporation
(“DTC™), to Issuer or its agent for registration of transfer, exchange, or payment, and any Bond issued is registered in the name of
Cede & Co. or in such other name as is requested by an authorized representative of DTC (and any payment is made to Cede &
Co. or to such other entity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof, Cede & Co., has an interest herein.

No. R-3
$2,320,000
UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
PUBLIC SCHOOL REFUNDING BOND,
SERIES 2012
INTEREST RATE MATURITY DATE BOND DATE CUSIP
3.0% May 1, 2015 February 9, 2012 084239 FQO

REGISTERED OWNER: CEDE & CO.
PRINCIPAL AMOUNT: TWO MILLION THREE HUNDRED TWENTY THOUSAND

AND 00/100 DOLLARS (3$2,320,000)

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY (West Virginia), a public
corporation created and existing under the laws of the State of West Virginia (the “Issuer™), for value
received, hereby acknowledges itself to be indebted and promises to pay to the Registered Owner
specified above, or registered assigns (the “Registered Owner™), on the Maturity Date specified above,
upon presentation and surrender hereof, the Principal Amount specified above and to pay interest on said
Principal Amount from the Interest Payment Date (as hereinafter defined) preceding the date of
authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but prior to the
applicable Interest Payment Date or on said Interest Payment Date, from said Interest Payment Date or, if
no interest has been paid, from the Bond Date specified above, at the Interest Rate per annum specified
above, semiannually, on May 1 and November 1 in each year, beginning May 1, 2012 (cach an “Interest
Payment Date”), until maturity. United Bank, Inc., Charleston, West Virginia, has been designated to act
in the capacity of registrar and transfer agent for the Bonds (the “Registrar”), and the West Virginia
Municipal Bond Commission, Charleston, West Virginia, has been appointed by the Issuer to serve in the
capacity of paying agent for the Bonds (the “Paying Agent™).

Interest accruing on this Bond on and prior to the Maturity Date hercof shall be payable by check
or draft mailed by the Paying Agent to the Registered Owner hereof as of the applicable Record Date
(each April 15 and October 15) or, in the event of a default in the payment of Bonds, that special record
date to be fixed by the Paying Agent by notice given to the Registered Owners not less than 10 days prior

5940095



to said special record date at the address of such Registered Owner as it appears on the registration books
of the Issuer maintained by the Registrar, or, at the option of any Registered Owner of at least $1,000,000
in aggregate principal amount of Bonds, by wire transfer in immediately available funds to a domestic
bank account specified in writing by the Registered Owner to the Registrar at least 5 days prior to such
Record Date. Principal shall be paid when due upon presentation and surrender of this Bond for payment
at the office of the Paying Agent, in Charleston, West Virginia. The Issuer and the Registrar shall not be
required to issue or transfer any Bonds during a period beginning with the close of business on the Record
Date next preceding any Interest Payment Date and ending at the close of business on such Interest
Payment Date.

This Bond is one of a series of bonds of the Issuer designated as “Public School Refunding
Bonds, Series 2012” (the “Bonds™), issued by the Issuer in the aggregate principal amount of
$11,570,000. The Bonds are in fully registered form, without coupons, and are {ssued under the authority
of and in full compliance with the Constitution and statutes of the State of West Virginia, including
particularly, Chapter 13, Article 2 of the West Virginia Code of 1931, as amended (the “Act”) and a
Resolution and Order (the “Order”) duly adopted by the Issuer on January 23, 2012, for the purpose of
refunding the Issuer’s Public School Bonds, Series 2002, currently outstanding in the aggregate principal
amount of $13,620,000 (the “Prior Bonds”). The terms and provisions of the Order are hereby
incorporated by reference as if set forth fully herein,

This Bond may be transferred or exchanged by the Registered Owner hereof upon surrender of
this Bond to the Registrar at its principal corporate trust office, accompanied by a written instrument or
instruments of transfer in form, with instructions, and with guaranty of signature satisfactory to the
Registrar, duly executed by the Registered Owner of this Bond or his attorney-in-fact or legal
representative. The Registrar shall enter any transfer of ownership of this Bond in the registration books
and shall authenticate and deliver in the name of the transferee or transferees a new fuily registered bond
or bonds of authorized denominations of the same maturity and form for the aggregate denominations of
the same maturity and for the aggregate amount which the transferee is entitled to receive at the earliest
practicable time. The Issuer, the Registrar and the Paying Agent may deem and treat the registered owner
hereof as the absolute owner thercof (whether or not this Bond shall be overdue) for the purpose of
receiving payment of or on account of principal hereof and interest due hereon and for all other purposes,
and the Issuer, the Registrar and the Paying Agent shall not be affected by any notice to the contrary. All
payments made to the Registered Owner of a Bond, as herein provided, shall be valid and effectual to
satisfy in full and discharge the liability of the Issuer upon the Bond as paid.

No recourse shall be had for the payment of the principal of or interest on this Bond, or for any
claim based hereon or on the Order, against any member, officer or employee, past, present, or future, of
the Issuer or of any successor body, as such, either directly or through the Issuer or any such successor
body, under any constitutional provision, statute or rule of law, or by the enforcement of any assessment
or by any legal or equitable proceeding or otherwise, and all such liability of such members, officers or
employees is released as a condition of and as consideration for the issuance of this Bond.

The Bonds are not subject to redemption prior to maturity,

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and things
required by the laws of the State of West Virginia to exist, to have happened or to have been performed,
precedent to or in connection with the issuance of this Bond or in the creation of the debt of which this
Bond is evidence, exist, have happened and have been performed in regular and due form and manner as
required by law; that this Bond is authorized by and is issued in conformity with the requirements of the
Constitution and statutes of the State of West Virginia, including the Act, and that legal provision has
been made by the Issuer for the levy and collection of a direct annual tax sufficient in amount to meet the

5940095



payment of the interest and principal hereof, which shall have precedence over all other taxes for any
purpose whatever, except bond issues heretofore or hereafter authorized and issued under the five percent
limitation provided by the Better Schools Amendment of the Constitution of West Virginia, and said tax
is levied outside the Timits fixed by Section 1, Article X of the Constitution of the State of West Virginia
in the manner provided by Sections 8 and 10, Article X of the State Constitution; that said levies do not
exceed any constitutional or statutory limitations; and that the amount of this Bond, together with all other
indebtedness of the Issuer, does not exceed any statutory or constitutional limitation thereon.

For payment of both principal and interest hereof the full faith and credit and resources of the

Issuer are hereby imevocably pledged within the limitations prescribed by the Constitution and statutes of
the State of West Virginia.

The Tssuer has covenanted in the Order that it shall include in its budget the amount of the debt
service for each fiscal year of the [ssuer in which principal and/or interest on the Bonds is payable, that it
shall appropriate from iis revenues any such sums for the payment of such debt service and that it shall
duly and punctually cause to be paid when due, the principal of and interest on the Bonds.

Subject to the registration requirements set forth herein, this Bond, under the provisions of the

Act is, and has all the qualities and incidents of, a negotiable instrument under the Uniform Commercial
Code of the State of West Virginia.

The Issuer has caused CUSIP numbers to be printed on the Bonds, and has directed the Paying
Agent to use such numbers in notices, if any, as a convenience to bondholders. No representation is made
as to the accuracy of such numbers either as printed on the Bonds or as contained in any notice.

This Bond shall not be entitled to any benefit under the Order nor shall it be valid, obligatory or
enforceable for any purpose until this Bond shall have been authenticated by the Registrar.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, THE BOARD OF EDUCATION OF THE COUNTY OF

BERKELEY has caused this Bond to be duly signed in its name and on its behalf by its President and

countersigned by its Secretary and has caused its corporate seal to be hereto affixed in the manner
provided in the Order, all as of February 9, 2012.

(SEAL)

5940095

THE BOARD OF EDUCATION OF THE COUNTY
OF BERKELEY, WEST VIRGINIA
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CERTIFICATE OF AUTHENTICATION
AND REGISTRATION

This Bond is one of the Bonds described in the within-mentioned Resolution and Order and has
been duly registered in the name of the Registered Owner set forth above on the date set forth below.

Dated: February 9, 2012,

UNITED BANK, INC,,
as Registrar

By: a/// %
Its: /l/flé]
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ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto
the within Bond and does hereby irrevocably constituie and appoint

, Attorney to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with full power of substitution in the premises.

Signature of Assignor

Dated:

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor's signature to this Assignment must correspond with the name as it
appears upon the face of the within Bond in every particular, without alteration or any change whatever.

5940095






Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New York corporation
("DTC™), to Issuer or its agent for registration of transfer, exchange, or payment, and any Bond issued is registered in the name of
Cede & Co. or in such other name as is requested by an authorized representative of DTC (and any payment is made to Cede &
Co. or to such other entity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof, Cede & Co., has an interest herein.

No. R-4
$2,385,000
UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
PUBLIC SCHOOL REFUNDING BOND,
SERIES 2012
INTEREST RATE MATURITY DATE BOND DATE CUSsIP
2.0% May 1, 2016 February 9, 2012 084239 FRS§

REGISTERED OWNER: CEDE & CO.
PRINCIPAL AMOUNT: TWO MILLION THREE HUNDRED EIGHTY FIVE THOUSAND

AND 00/100 DOLLARS ($2,385,000)

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY (West Virginia), a public
corporation created and existing under the laws of the State of West Virginia (the “Issuer™), for value
received, hereby acknowledges itself to be indebted and promises to pay to the Registered Owner
specified above, or registered assigns (the “Registered Owner”), on the Maturity Date specified above,
upon presentation and surrender hereof, the Principal Amount specified above and to pay interest on said
Principal Amount from the Interest Payment Date (as hereinafter defined) preceding the date of
authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but prior to the
applicable Interest Payment Date or on said Interest Payment Date, from said Interest Payment Date or, if
no interest has been paid, from the Bond Date specified above, at the Interest Rate per annum specified
above, semiannually, on May 1 and November 1 in each year, beginning May 1, 2012 (each an “Interest
Payment Date”), until maturity. United Bank, Inc., Charleston, West Virginia, has been designated to act
in the capacity of registrar and transfer agent for the Bonds (the “Registrar™), and the West Virginia
Municipal Bond Commission, Charleston, West Virginia, has been appointed by the Issuer to serve in the
capacity of paying agent for the Bonds (the “Paying Agent™).

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be payable by check
or draft mailed by the Paying Agent to the Registered Owner hereof as of the applicable Record Date
(each April 15 and October 15) or, in the event of a default in the payment of Bonds, that special record
date to be fixed by the Paying Agent by notice given to the Registered Owners not less than 10 days prior
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to said special record date at the address of such Registered Owner as it appears on the registration books
of the Issuer maintained by the Registrar, or, at the option of any Registered Owner of at least $1,000,000
in aggregate principal amount of Bonds, by wire transfer in immediately available funds to a domestic
bank account specified in writing by the Registered Owner to the Registrar at least 5 days prior to such
Record Date. Principal shall be paid when due upon presentation and surrender of this Bond for payment
at the office of the Paying Agent, in Charleston, West Virginia. The Issuer and the Registrar shall not be
required to issue or transfer any Bonds during a period beginning with the close of business on the Record

Date next preceding any Interest Payment Date and ending at the close of business on such Interest
Payment Date,

This Bond is one of a series of bonds of the Issuer designated as “Public School Refunding
Bonds, Series 2012” (the “Bonds”), issued by the Issuer in the aggregate principal amount of
$11,570,000. The Bonds are in fully registered form, without coupons, and are issued under the authority
of and in full compliance with the Constitution and statutes of the State of West Virginia, including
particularly, Chapter 13, Article 2 of the West Virginia Code of 1931, as amended {the “Act”) and a
Resolution and Order (the “Order”) duly adopted by the Issuer on January 23, 2012, for the purpose of
refunding the Issuer’s Public School Bonds, Series 2002, currently outstanding in the aggregate principal
amount of $13,620,000 (the “Prior Bonds”). The terms and provisions of the Order are hereby
incorporated by reference as if set forth fully herein.

This Bond may be transferred or exchanged by the Registered Owner hereof upon surrender of
this Bond to the Registrar at its principal corporate trust office, accompanied by a written instrument or
instruments of transfer in form, with instructions, and with guaranty of signature satisfactory to the
Registrar, duly executed by the Registered Owner of this Bond or his attorney-in-fact or legal
representative. The Registrar shall enter any transfer of ownership of this Bond in the registration books
and shall authenticate and deliver in the name of the transferee or transferees a new fully registered bond
or bonds of authorized denominations of the same maturity and form for the aggregate denominations of
the same maturity and for the aggregate amount which the transferee is entitled to receive at the earliest
practicable time. The Issuer, the Registrar and the Paying Agent may deem and treat the registered owner
hereof as the absolute owner thercof (whether or not this Bond shall be overdue) for the purpose of
receiving payment of or on account of principal hereof and interest due hereon and for all other purposes,
and the [ssuer, the Registrar and the Paying Agent shall not be affected by any notice to the contrary. All
payments made to the Registered Owner of a Bond, as herein provided, shall be valid and effectual to
satisfy in full and discharge the liability of the Issuer upon the Bond as paid,

No recourse shall be had for the payment of the principal of or interest on this Bond, or for any
claim based hereon or on the Order, against any member, officer or employee, past, present, or future, of
the Issuer or of any successor body, as such, either directly or through the Issuer or any such successor
body, under any constitutional provision, statute or rule of law, or by the enforcement of any assessment
or by any legal or equitable proceeding or otherwise, and all such liability of such members, officers or
employees is released as a condition of and as consideration for the issuance of this Bond.

The Bonds are not subject to redemption prior to maturity.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and things
required by the laws of the State of West Virginia to exist, to have happened or to have been performed,
precedent to or in connection with the issuance of this Bond or in the creation of the debt of which this
Bond is evidence, exist, have happened and have been performed in regular and due form and manner as
required by law; that this Bond is authorized by and is issued in conformity with the requirements of the
Constitution and statutes of the State of West Virginia, including the Act, and that legal provision has
been made by the Issuer for the levy and collection of a direct annual tax sufficient in amount to meet the

5940099



payment of the interest and principal hereof, which shall have precedence over all other taxes for any
purpose whatever, except bond issues heretofore or hereafter authorized and issued under the five percent
limitation provided by the Better Schools Amendment of the Constitution of West Virginia, and said tax
is levied outside the limits fixed by Section 1, Article X of the Constitution of the State of West Virginia
in the manner provided by Sections 8 and 10, Article X of the State Constitution: that said levies do not
exceed any constitutional or statutory limitations; and that the amount of this Bond, together with all other
indebtedness of the Issuer, does not exceed any statutory or constitutional limitation thereon.

For payment of both principal and interest hereof the full faith and credit and resources of the
Issuer are hereby irrevocably pledged within the limitations prescribed by the Constitution and statutes of
the State of West Virginia.

The Issuer has covenanted in the Order that it shall include in its budget the amount of the debt
service for each fiscal year of the Issuer in which principal and/or interest on the Bonds is payable, that it
shall appropriate from its revenues any such sums for the payment of such debt service and that it shall
duly and punctually cause to be paid when due, the principal of and interest on the Bonds.

Subject to the registration requirements set forth herein, this Bond, under the provisions of the
Act is, and has all the qualities and incidents of, a negotiable instrument under the Uniform Commercial
Code of the State of West Virginia.

The Issuer has caused CUSIP numbers to be printed on the Bonds, and has directed the Paying
Agent to use such numbers in notices, if any, as a convenience to bondholders. No representation is made
as to the accuracy of such numbers either as printed on the Bonds or as contained in any notice.

This Bond shall not be entitled to any benefit under the Order nor shall it be valid, obligatory or
enforceable for any purpose until this Bond shall have been authenticated by the Registrar.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, THE BOARD OF EDUCATION OF THE COUNTY OF
BERKELEY has caused this Bond to be duly signed in its name and on its behalf by its President and
countersigned by its Secretary and has caused its corporate seal to be hereto affixed in the manner
provided in the Order, all as of February 9, 2012.

THE BOARD OF EDUCATION OF THE COUNTY
OF BERKELEY, WEST VIRGINIA

————
SEAL e
( ) ByTF;/ e M
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CERTIFICATE OF AUTHENTICATION
AND REGISTRATION

This Bond is one of the Bonds described in the within-mentioned Resolution and Order and has
been duly registered in the name of the Registered Owner set forth above on the daie set forth below.

Dated: February 9, 2012.

UNITED BANK, INC,,
as Registrar

@?&%% By:

3940099



ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto
the within Bond and does hereby irrevocably constitute and appoint
. Attorney to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with full power of substitution in the premises,

Signature of Assignor

Dated: ,

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor's signature to this Assignment must correspond with the name as it
appears upon the face of the within Bond in every particular, without alteration or any change whatever.

5940099






Unless this Bond is presented by an authorized representative of The Depository Trust Company, a New York corporation
(*DTC”), to Issuer or its agent for registration of transfer, exchange, or payment, and any Bond issued is registered in the name of
Cede & Co. or in such other name as is requested by an authorized representative of DTC (and any payment is made to Cede &
Co. or 1o such other entity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
hereof, Cede & Co., has an interest herein.

No. R-5
$2.430,000
UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
PUBLIC SCHOOL REFUNDING BOND,
SERIES 2012

INTEREST RATE MATURITY DATE BOND DATE CuUsIp

1.10% May 1, 2017 February 9, 2012 084239 FS6
REGISTERED OWNER: CEDE & CO.
PRINCIPAL AMOUNT: TWO MILLION FOUR HUNDRED THIRTY THOUSAND

AND 00/100 DOLLARS ($2,430,000)

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY (West Virginia), a public
corporation created and existing under the laws of the State of West Virginia (the “Issuer”), for value
received, hereby acknowledges itself to be indebted and promises to pay to the Registered Owner
specified above, or registered assigns (the “Registered Owner”), on the Maturity Date specified above,
upon presentation and surrender hereof, the Principal Amount specified above and to pay interest on said
Principal Amount from the Interest Payment Date (as hereinafter defined) preceding the date of
authentication hereof or, if authenticated after the Record Date (as hereinafter defined) but prior to the
applicable Interest Payment Date or on said Interest Payment Date, from said Interest Payment Date or, if
no interest has been paid, from the Bond Date specified above, at the Interest Rate per annum specified
above, semiannually, on May 1 and November 1 in each year, beginning May 1, 2012 (each an “Interest
Payment Date”), until maturity. United Bank, Inc., Charleston, West Virginia, has been designated to act
in the capacity of registrar and transfer agent for the Bonds {the “Registrar”), and the West Virginia
Municipal Bond Commission, Charleston, West Virginia, has been appointed by the Issuer to serve in the
capacity of paying agent for the Bonds (the “Paying Agent™).

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be payable by check
or draft mailed by the Paying Agent to the Registered Owner hereof as of the apphicable Record Date
{each April 15 and October 15) or, in the event of a default in the payment of Bonds, that special record
date to be fixed by the Paying Agent by notice given to the Registered Owners not less than 10 days prior
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to said special record date at the address of such Registered Owner as it appears on the registration books
of the Issuer maintained by the Registrar, or, at the option of any Registered Owner of at least $1,000,000
in aggregate principal amount of Bonds, by wire transfer in immediately available funds to a domestic
bank account specified in writing by the Registered Owner to the Registrar at least 5 days prior to such
Record Date. Principal shall be paid when due upon presentation and surrender of this Bond for payment
at the office of the Paying Agent, in Charleston, West Virginia. The Issuer and the Registrar shall not be
required to issue or transfer any Bonds during a period beginning with the close of business on the Record

Date next preceding any Interest Payment Date and ending at the close of business on such Interest
Payment Date.

This Bond is one of a series of bonds of the Tssuer designated as “Public School Refunding
Bonds, Series 2012”7 (the “Bonds™), issued by the Issuer in the aggregate principal amount of
$11,570,000. The Bonds are in fully registered form, without coupons, and are issued under the authority
of and in full compliance with the Constitution and statutes of the State of West Virginia, including
particularly, Chapter 13, Article 2 of the West Virginia Code of 1931, as amended (the “Act”™) and a
Resolution and Order (the “Order™) duly adopted by the Issuer on January 23, 2012, for the purpose of
refunding the Issuer’s Public School Bonds, Series 2002, currently outstanding in the aggregate principal
amount of $13,620,000 (the “Prior Bonds”). The terms and provisions of the Order are hereby
incorporated by reference as if set forth fully herein.

This Bond may be transferred or exchanged by the Registered Owner hercof upon surrender of
this Bond to the Registrar at its principal corporate trust office, accompanied by a written instrument or
instruments of transfer in form, with instructions, and with guaranty of signature satisfactory to the
Registrar, duly exccuted by the Registered Owner of this Bond or his attorney-in-fact or legal
representative. The Registrar shall enter any transfer of ownership of this Bond in the registration books
and shall authenticate and deliver in the name of the transferee or transferces a new tully registered bond
or bonds of authorized denominations of the same maturity and form for the aggregate denominations of
the same maturity and for the aggregate amount which the transferee is entitled to receive at the earliest
practicable time. The Issuer, the Registrar and the Paying Agent may deem and treat the registered owner
hereof as the absolute owner thereof (whether or not this Bond shall be overdue) for the purpose of
receiving payment of or on account of principal hereof and interest due hereon and for all other purposes,
and the Issuer, the Registrar and the Paying Agent shall not be affected by any notice to the contrary. All
payments made to the Registered Owner of a Bond, as herein provided, shall be valid and effectual to
satisfy in full and discharge the liability of the Issuer upon the Bond as paid.

No recourse shall be had for the payment of the principal of or interest on this Bond, or for any
claim based hereon or on the Order, against any member, officer or employee, past, present, or future, of
the Issuer or of any successor body, as such, either directly or through the Issuer or any such successor
body, under any constitutional provision, statute or rule of law, or by the enforcement of any assessment
or by any legal or equitable proceeding or otherwise, and all such liability of such members, officers or
employees is released as a condition of and as consideration for the issuance of this Bond.

The Bonds are not subject to redemption prior to maturity.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and things
required by the laws of the State of West Virginia to exist, to have happened or to have been performed,
precedent to or in connection with the issuance of this Bond or in the creation of the debt of which this
Bond is evidence, exist, have happened and have been performed in regular and due form and manner as
required by law; that this Bond is authorized by and is issued in conformity with the requirements of the
Constitution and statutes of the State of West Virginia, including the Act, and that legal provision has
been made by the Issuer for the levy and collection of a direct annual tax sufficient in amount to meet the
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payment of the interest and principal hereof, which shall have precedence over all other taxes for any
purpose whatever, except bond issues heretofore or hereafter authorized and issued under the five percent
limitation provided by the Better Schools Amendment of the Constitution of West Virginia, and said tax
is levied outside the limits fixed by Section 1, Article X of the Constitution of the State of West Virginia
in the manner provided by Sections 8 and 10, Article X of the State Constitution; that said levies do not
exceed any constitutional or statutory limitations; and that the amount of this Bond, together with all other
indebtedness of the Issuer, does not exceed any statutory or constitutional limitation thereon.

For payment of both principal and interest hercof the full faith and credit and resources of the

Issuer are hereby irrevocably pledged within the limitations prescribed by the Constitution and statutes of
the State of West Virginia.

The Issuer has covenanted in the Order that it shall include in its budget the amount of the debt
service for each fiscal year of the Issuer in which principal and/or interest on the Bonds is payable, that it
shall appropriate from its revenues any such sums for the payment of such debt service and that it shall
duly and punctually cause to be paid when due, the principal of and interest on the Bonds.

Subject to the registration requirements set forth herein, this Bond, under the provisions of the
Act is, and has all the qualities and incidents of, a negotiable instrument under the Uniform Commercial
Code of the State of West Virginia.

The Issuer has caused CUSIP numbers to be printed on the Bonds, and has directed the Paying
Agent to use such numbers in notices, if any, as a convenience to bondholders. No representation is made
as to the accuracy of such numbers either as printed on the Bonds or as contained in any notice.

This Bond shall not be entitled to any benefit under the Order nor shall it be valid, obligatory or
enforceable for any purpose until this Bond shall have been authenticated by the Registrar.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, THE BOARD OF EDUCATION OF THE COUNTY OF
BERKELEY has caused this Bond to be duly signed in its name and on its behalf by its President and

countersigned by its Secretary and has caused its corporate seal to be hereto affixed in the manner
provided in the Order, all as of February 9, 2012.

THE BOARD OF EDUCATION OF THE COUNTY
OF BERKELEY, WEST VIRGINIA

(SEAL)

>
/ﬁ%ﬁ/«?’/

Secfetary

5540109




CERTIFICATE OF AUTHENTICATION
AND REGISTRATION

This Bond is one of the Bonds described in the within-mentioned Resolution and Order and has
been duly registered in the name of the Registered Owner set forth above on the date set forth below,

Dated: February 9, 20i2.

UNITED BANK, INC,,
as Registrar

i v

N
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ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VAILUE RECEIVED the undersigned sells, assigns, and transfers unto
the within Bond and does hereby irrevocably constitute and appoint
, Aftorney to transfer the said Bond on the books kept for
registration of the within Bond of the said Issuer with full power of substitution in the premises.

Signature of Assignor

Dated:

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor's signature to this Assignment must correspond with the name as it
appears upon the face of the within Bond in every particular, without alteration or any change whatever.
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$11,57¢,000
The Board of Education of
The County of Berkeley (West Virginia)
Public School Refunding Bonds, Series 2012

CERTIFICATE OF DETERMINATIONS

The undersigned, President of The Board of Education of the County of Berkeley, West Virginia
(the “Board™), in accordance with a Resolution and Order adopted by the Board on January 23, 2012 (the
“Order™), with respect to the $11,570,000 The Board Of Education of the County of Berkeley, Public
School Refunding Bonds, Series 2012 (the “Bonds™), hereby finds and determines as follows:

1. He is an Authorized Officer within the meaning of the Order.

2. The Bonds shall be dated February 9, 2012 or as soon thereafter as an Authorizes Officer
shall deem it prudent to close on the issuance of the Bonds in consultation with counsel.

3. The Bonds shall be issued in the aggregate principal amount of $11,570,000.

4. Such principal amount does not exceed $12,500,000, being the maximum principal amount
authorized by the Order.

5. The Bonds shall mature in the amounts and on the dates and shall bear interest at the rates
and produce the yields set forth on Schedule 1 attached hereto and incorporated herein, which rates do not
exceed five percent (5.0%) per annum. Interest shall be payable on the Bonds semiannually on each May
1 and November 1, beginning on November 1, 2012 and in each year until maturity.

6. The Bonds shall not be subject to optional redemption.

7. The Bonds shall be sold to Crews & Associates, Inc. (the “Underwriter”), pursuant to the
terms of the Bond Purchase Agreement by and between the Underwriter and the Board, at an aggregate
purchase price of $11,805,506.30 (representing par value, less an underwriting discount of $92,560, plus a
net original issue premium of $328,066.30 (consisting of a gross reoffering premium of $346,485.70 less
original issue discount in the amount of $18,419.40.

8. The proceeds of the Bonds and the funds on deposit with the West Virginia Municipal Bond
Commission (the “Bond Commission™) as the paying agent for the Board’s outstanding Public School
Bonds, Series 2002, dated February I, 2002, issued in the original aggregate principal amount of
$27,800,000 (the “Series 2002 Bonds™) shall be applied as set forth on Schedule 2 attached hereto and
incorporated herein, including any additional determinations deemed necessary by the President of the
Board.

9. The form of the Bond Purchase Agreement which is attached hereto as Exhibit 1 is hereby
approved, with such amendments as may be approved by an Authorized Officer (as defined in the Order),
the execution and delivery thereof by an Authorized Officer being conclusive evidence of the approval of
any such amendments. The Authorized Officers are hereby authorized to execute and deliver the Bond
Purchase Agreement in connection with the issuance of the Bonds.
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10. The form of the Escrow Agreement which is attached hereto as Exhibit 2 is hereby
approved, with such amendments as may be approved by an Authorized Officer, the execution and
delivery thereof by an Authorized Officer being conclusive evidence of the approval of any such
amendments. The Authorized Officers are hereby authorized to execute and deliver the Escrow
Agreement in connection with the issuance of the Bonds.

11. The form of the Continuing Disclosure Agreement which is attached hereto as Exhibit 3 is
hereby approved, with such amendments as may be approved by an Authorized Officer, the execution and
delivery thereof by an Authorized Officer being conclusive evidence of the approval of any such
amendments. The Authorized Officers are hereby authorized to execute and deliver the Escrow
Agreement in connection with the issuance of the Bonds.

12. The Preliminary Official Statement of the Board dated January 24, 2012, is hereby ratified
and deemed final within the meaning of paragraph (b)(1) of Rule 15¢2-12 under the Securities Exchange

Act of 1934, with such changes, omissions, insertions and revisions as the Authorized Officer shall deem
advisable. Such signature to evidence approval thereof.

[Remainder of Page Intentionally Blank]
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The undersigned hereby certifies that the foregoing terms and conditions of the Bonds are within

the limitations prescribed by the Order, and the Bonds may be issued with such terms and conditions as

authorized by the Order.

5935666

WITNESS my signature this day of January 26, 2012,

THE BOARD OF EDUCATION OF THE COUNTY OF

BERKELEY, WEST VIRGINIA
e - -
By LZ .

Tts: Prés"iudent of the Board
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Schedule 1

Maturities

Maturity Principal  Interest CUSIP

Date Amount Rate Yield Number
05/01/2013  $2,165,000 2.00% 550% 084239 FN7
05/01/2014 2,270,000 2.00 700 084239 FP2
05/01/2015 2,320,000 3.00 900 084239FZ0
05/01/2016 2,385,000 2.00 1.100 084239 FRS8
05/01/2017 2,430,000 1.10 1.25 (84239 FSo6



Schedule 2

Application of Bond Proceeds and Funds on Deposit with Bond Commission.

Sources of Funds:

Par Amount of Bonds $11.570,000
Reoffering Premium $ 328,066.30
Transfers from Debt Service Account $2,336.832.50
and Surplus Collections Account
for Series 2002 Bonds
Total Sources $14,234 898.80

Total Uses of Funds:

Deposit to Escrow Fund $14,057,882.50
Underwriting Discount 3 92,560.00
Costs of Issuance $ 83,409.68
Rounding Amount 3 1,046.62
Total Uses $14.234 ,898.80
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EXHIBIT 1

{Form of Bond Purchase Agreement]
(See Bond Transcript Document No. 18)
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EXHIBIT 2

[Form of Escrow Agreement]
(See Bond Transcript Document No. 16)



EXHIBIT 3

[Form of Continuing Disclosure Agreement]
(See Bond Transcript Document No. 19)
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General Certificate of Issuer

$11,570,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012

GENERAL CERTIFICATE OF THE BOARD OF EDUCATION
OF THE COUNTY OF BERKELEY ON:

TERMS

NO LITIGATION

SALE OF BONDS; SIGNATURES

DELIVERY AND PAYMENT

CERTIFICATION OF BOND DOCUMENTS

NO ADVERSE FINANCIAL CHANGE; INDERTEDNESS

MEETINGS, ETC.

INCUMBENCY AND OFFICIAL NAME

DEPOSIT OF FUNDS IN BESCROW FUND AND DEFEASANCE OF PRIOR

BONDS

10.  DESIGNATION OF REGISTRAR, PAYING AGENT AND ESCROW AGENT

11.  CERTIFICATIONS PURSUANT TO PARAGRAPH 6(c)5) OF THE BOND
PURCHASE AGREEMENT

12.  SPECIMEN BOND

13.  CONTINUING DISCLOSURE AGREEMENT

el i A il e

The undersigned PRESIDENT and the undersigned SECRETARY of The Board of
Education of the County of Berkeley (the “Issuer™), a public corporation of the State of West Virginia (the
“State™), HEREBY CERTIFY, for and on behalf of the Issuer, to Crews & Associates, Inc., as original
purchaser (the “Purchaser”) from the Issuer of the above-captioned bond issue, Steptoe & Johnson PLLC,
as bond counsel to the Issuer, and other interested parties as follows, jointly unless otherwise stated, all
capitalized terms not otherwise defined herein to have the meanings given in the Resolution, herein
defined:

1. TERMS: Except as otherwise provided, all capitalized words and terms used in
this General Certificate and not otherwise defined herein shall have the same meanings as in the
Resolution and Order of the Issuer adopted January 23, 2012 (the “Resolution™).

2, NO LITIGATION: No controversy or litigation of any nature is now pending or
threatened, restraining, enjoining, or affecting in any manner the issuance, sale and delivery of the Bonds
or the collection of the ad valorem tax levies or the pledge thereof to the payment of the principal of and
interest on the Bonds, nor in any manner questioning the proceedings and authority by which the Issuer
authorized the issuance, sale and delivery of the Bonds nor in any manner affecting the validity or
enforceability of the Bonds, the Resolution, the Escrow Agreement, the Bond Purchase Agreement, the
Continuing Disclosure Agreement, the Preliminary Official Statement, the Official Statement or any other
agreement or instrument relating thereto (collectively, the “Bond Documents™), the sale of the Bonds, the
Refunding of the Prior Bonds, herein defined, the creation of the Escrow Fund or any provisions made or
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authorized for the payment of the Bonds; nor in any manner questioning the valid existence of the Issuer
or the authority or titles of the President, Secretary and the members of the Board and other officials of
the Issuer to their respective offices; nor in any manner questioning any proceeding, procedure, action or
thing followed, taken or done in connection with the authorization, sale and delivery of the Bonds; nor
wherein an adverse judgment or ruling could have a material adverse impact on the financial condition of
the Issuer or adversely affect the power of the Issuer to levy, collect and enforce the collection of taxes or
other revenues for the payment of the Bonds.

3. SALE OF BONDS; SIGNATURES: The Bonds were sold to the Purchaser, upon
a negotiated basis at a price equal to the par amount of $11,570,000, plus a net reoffering premium in the
amount of $328,066.30, less an underwriting discount of $92,560 (total purchase price of
$11,805,506.30). As of the date hereof, the Bonds were duly signed by the manual signature of the
President and countersigned by the manual signature of the Secretary, and the official seal of the Issuer,
which seal is impressed upon this Certificate, was affixed thereto.

4, DELIVERY AND PAYMENT: The undersigned President did, on the date
hereof, deliver to the Purchaser, through The Depository Trust Company, in New York, New York, the
entire issue of the Bonds, in denominations equal to the principal amounts maturing May 1, in each of the
years 2013 to 2017, and numbered R-1 to R-5, inclusive.

At the time of delivery of the Bonds, there was paid to the Issuer the agreed price therefor

as follows:
Par ATIOUDT. ... oottt b s es et sessse st eese e are s sreesrsessnnesnarnresemeeseeenans $11,570,000.00
Plus: Reoffering Premitnm ... veiee oo 328,066.30
Less: Underwriter’s THSCOUIL..........coicciiviiireierisriessressrereeesssnneesanesessnorecene (92.560.00)
TOTAL RECEIVED ..o et tvtaae s s senbee s e e ette e e e e e reee s $11,805,506.30

5.  CERTIFICATION OF BOND DOCUMENTS: There are delivered herewith true
and correct copies of the following documents, all which remain in full force and effect and have not been
amended, modified, supplemented or repealed unless changed by the terms of other documents listed
below:

Parameters Resolution and Order
Cross-Receipt for Bonds and Bond Proceeds
Direction to Authenticate and Deliver Bonds
Certificate of Determinations

Tax and Non-Arbitrage Certificate of the Issuer

Joint Certificate of Issuer and Escrow Agent on Sufficiency of Escrow Fund
And Discharge of Lien of Prior Bonds

Escrow Agreement

Bond Purchase Agreement
Continuing Disclosure Agreement
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Preliminary Official Statement
Official Statement

S&P Rating Letter

DTC Blanket Letter of Representations

Minutes on Adoption of: (i) Preliminary Resolution, and (ii) Parameters
Resolution and Order (Meetings of December 19, 2011 and January 23, 2012)

IRS Information Return {Form 8038-G) and Letter of Transmittal

Accountants’ Report Regarding Sufficiency of Escrow Fund and Debt
Service Savings

6. NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There has been no
adverse change in the financial condition of the Issuer since June 30, 2011. On the date hereof, the Issuer
has defeased the lien of The Board of Education of the County of Berkeley Public School Bonds, Series
2002 (the “Prior Bonds™), on the ad valorem property taxes of the Berkeley County School District.
Accordingly, with the exception of the Board’s outstanding Public School Bonds, Series 2010, dated
February 17, 2010, issued in the original aggregate principal amount of $51,500,000 (the “Series 2010
Bonds™), which Series 2010 Bonds are on a parity as to lien on, source of and security for payment with
the Bonds, as of the date hereof, has no outstanding obligations which have a lien on such tax revenues
prior to or on a parity with that of the Bonds. Thus, with the exception of the Series 2010 Bonds, as of
the date hereof, there is not any indebtedness or obligation of the Issuer outstanding and unpaid or for
which full and irrevocable provision for payment has not been made which has priority over or ranks on a
parity with the Bonds as to the sources of and security for payment.

7. MEETINGS, ETC.: All actions, resolutions, orders and agreements taken by and
entered into by or on behalf of the Issuer in any way connected with the issuance of the Bonds or the
refunding of the Prior Bonds were authorized or adopted at meetings of the Board of the Issuer duly and
regularly called and held pursuvant to all applicable statutes, including Chapter 6, Article 9A of the
Official West Virginia Code of 1931, as amended, and a quorum of duly elected, qualified and acting
members of the [ssuer was present and acting at all times during all such meetings.

8. INCUMBENCY AND OFFICIAL NAME: The proper corporate title of the Issuer is
“The Board of Education of the County of Berkeley™ and it is a public corporation of the State of
West Virginia, in Berkeley County of said state. The governing body of the Issuer consists of
five members. The names and dates of commencement and termination of current terms of office of the
members of the Issuer are as follows:

Date of Date of
Commencement  Termination of
Name and Office of Office Office
Dr. William F. Queen - President and Member  July 1, 2008 June 30, 2012
Todd M. Beckwith - Member July 1, 2010 June 30, 2014
James R. Gray - Member July 1, 2008 June 30, 2011
Dr. Darin L. Gilpin - Member July 1, 2010 June 30, 2014

5940171



Richard A. Pill - Member July 1, 2010 June 30, 2014

The duly appointed and acting Superintendent of Schools and Board Secretary is Manuel P.
Arvon, II. The duly appointed and acting counsel to the Board is Laura Sutton, Esq.

9. DEPOSIT OF FUNDS IN ESCROW FUND AND DEFEASANCE OF PRIOR
BONDS: The funds on deposit in the Escrow Fund established by the Escrow Agreement by and between
the Issuer and the West Virginia Municipal Bond Commission, as Escrow Agent, dated as of February 9,
2012, have been deposited as provided in the Escrow Agreement and the amount of such deposited funds
is sufficient to pay the principal of and the interest on the Prior Bonds on the respective maturities and
interest payment dates thereof and, on May 1, 2012, to pay the redemption price of the Bonds.
Accordingly, the Prior Bonds have been discharged and the lien of the Resolution authorizing the Prior
Bonds has been discharged as of the date hereof.

10. DESIGNATION OF REGISTRAR, PAYING AGENT AND ESCROW AGENT:
The Issuer hereby confirms the appointment of United Bank, Inc., Charleston, West Virginia, as Registrar
and The West Virginia Municipal Bond Commission as Paying Agent and Escrow Agent.

11.  CERTIFICATIONS PURSUANT TO PARAGRAPH 6(c)(5) OF THE BOND
PURCHASE AGREEMENT: In addition to the foregoing, the undersigned hereby certify, as follows:

(i)  the Board has duly performed all of its obligations to be performed at or prior
to the Closing and that each of the Board’s representations and warranties contained in
the Bond Purchase Agreement are true as of Closing;

(i)  the Board has authorized, by all necessary action the execution, delivery,
receipt and due performance of the Bonds, the Undertaking, the Resolution, the Escrow
Agreement and any and all such other agreements and documents as may be required to
be executed, delivered and received by the Board in order to carry out, give effect to and
consummate the transactions contemplated hereby and by the Official Statement;

(iti) to the Board’s knowledge no litigation is pending, or to the Board’s
knowledge threatened, to restrain or enjoin the issuance or sale of the Bonds or in any
way affecting any authority for or the validity of the Bonds or the Resolution; and

(iv) the execution, delivery, receipt and due performance of the Bonds, the
Undertaking, the Resolution and the other agreements contemplated hereby and by the
Official Statement under the circumstances contemplated thereby and the Board’s
compliance with the provisions thereof will not conflict with or constitute on the Board’s
part a breach of or a default under any existing law, court or administrative regulation,
decree or order or any agreement, indenture, mortgage, lease or other instrument to which
the Board is subject or by which the Board is or may be bound.

12. SPECIMEN BOND: Delivered concurrently herewith is a true and accurate
specimen of the Bonds.

13. CONTINUING DISCLOSURE AGREEMENT: The Board is obligated by the
Continuing Disclosure Agreement to comply with the continuing disclosure requirements of Rule 15¢2-
12(b)(5). The Board is in compliance with its previous continuing disclosure agreements with the
exception that the Beard failed to file the annual financial information for Fiscal Year 2005 in a timely
fashion, which filing was made on January 13, 2010.
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WITNESS our signatures on this February 9, 2012,

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

[SEAL]

Byl o L
President
Ty
& 4
A f o
i i

By

. /S%wcretary &

5940171



Tax and Arbitrage Certificate

$11,57¢,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012

TAX AND ARBITRAGE CERTIFICATE

The undersigned, PRESIDENT and the undersigned SUPERINTENDENT and SECRETARY
of The Board of Education of the County of Berkeley, West Virginia (the "Issuer™), being officials of the Issuer
duly charged with the responsibility for the issuance of the $11,579,0060 Public School Refunding Bonds,
Series 2012, of the Issuer, dated February 9, 2012 (the "Bonds"}, hereby certify as follows, jointly, unless
otherwise stated, and all capitalized terms used herein and not otherwise defined to have the meanings ascribed
thereto in the Resolution and Order adopted by the Issuer on January 23, 2012 (the "Resolution"), pursuant to
which the Bonds are issued:

A, DEFINITIONS

In addition to the terms defined in the Resolution, the following words and phrases shall have
the following meanings when used herein:

"Bona Fide Debt Service Fund" shall mean a fund which may include proceeds of an issue,
that:

(a) Is used primarily to achieve a proper matching of revenues
with principal and interest payments within each Bond Year; and

(b) Is depleted at least once each Bond Year, except for a
reasonable carryover amount not to exceed the greater of:

(i) the earnings on the fund for the immediately
preceding bond year; or

(ii) one-twelfth (1/12th) of the principal and
interest payments on the issue for the immediately preceding
Bond Year.

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

"Bond Year" means the one-year periods during the term of the Bonds beginning on the first
day of May of any calendar year and ending on the last day of April of the succeeding calendar year, provided,
that the first Bond Year shall begin on the Date of Issue of the Bonds and end on April 30, 2012.

"Bond Yield" means the yield of the Bonds, calculated in accordance with the provisions of
Section 1.148-4 of the Regulations.

"Code" means the Internal Revenue Code of 1986, as amended.
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"Computation Date" means each Installment Computation Date and the Final Computation
Date.

"Computation Date Credit" means $1,000.00. Only one Computation Date Credit for each
Computation Date is permitted for the Bonds.

"Costs of Issuance” means all costs incurred in connection with the borrowing. Examples of
costs of issuance include (but are not himited to):

(a) Underwriter’s Discount;

(b) counsel fees (imcluding Bond Counsel, Underwriter’s
Counsel, Issuer's Counsel, and any other specialized counsel fees incurred in
connection with the issuance of the Bonds);

(c) financial advisor and placement agent fees incurred in
connection with the issuance of the Bonds;

(d) paying agent, disbursement agent, and registrar and
authenticating agent fees related to issuance of the Bonds;

(e) accountant fees related to verification of yield and other
matters in connection with issuance of the Bonds;

§3) printing costs (for the Bonds and of preliminary and final
offering materials); and

(g) costs incurred in connection with any required public approval
process (e.g., publication costs for public notices generally and costs of the
public hearing or voter referendum).

"Date of Issue" means February 9, 2012,

"Debt Service Account" means the fund described in Section D{4) hereof.

"Discharged" means with respect to any Bond, the date on which all amounts due with respect
to such Bond are actuaily and unconditionally due if cash is available at the place of payment and no interest
accrues with respect to the Bond after such date.

“Fair Market Value” of an Investment means as follows:

(a) In General. Except as specifically otherwise provided below, the Fair Market Value of an

[nvestment is the price at which a willing buyer would purchase the Investment from a willing

seller in a bona fide arm's length transaction. The Fair Market Value of an Investment that is
purchased directly from the United States Treasury is its purchase price. '

(b) Investment Contracts. The purchase price of a guaranteed investment contract is treated as its
Fair Market Value on the purchase date if -
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(c)

5938838

(i) The Issuer makes a bona fide solicitation for a specified guaranteed investment
contract and receives at least three (3) bona fide bids from providers that have no
material financial interest in the issue (e.g. as underwriters or brokers);

() The Issuer purchases the highest yielding guaranteed investment contract for which a
qualifying bid is made (determined net of broker's fees);

(iiiy  The yield on the guaranteed investment contract {determined net of broker's fees) is
not less than the yield then available from the provider on reasonably comparable
guaranteed investment contracts, it any, offered to persons from a source of funds
other than gross proceeds of tax exempt bonds;

(iv) The determination of the terms of the guaranteed investment contract takes into
account as a significant factor the Issuer's reasonably expected draw down schedule for
the amounts to be invested, exclusive of amounts deposited in debt service funds and
reasonably required reserve or replacement funds;

{v) The terms of the guaranteed investment contract, including collateral security
requirements, are reasonable; and

(vi) The oblgor on the guaranteed investment contract certifies the administrative costs
that it is paying (or expects to pay) to third parties in connection with the guaranteed
investment contract.

Certificates of Deposit. The Fair Market Value of a certificate of deposit is its purchase price
if it has a fixed rate of interest, a fixed payment schedule, and a substantial penalty for early
withdrawal and the yield on the certificate of deposit is not less than (1) the yield on
comparable direct obligations of the United States, and (2) the highest yield published or
posted by the provider to be currently available on reasonably comparable certificates of
deposit.

"Final Computation Date" means the date on which the last Bond is Discharged.
"Future Value" means the amount determined by using the following formula:
FV = PV(1+)

where:

FV = The future value of the nonpurpose receipt or payment at the end of the interval. Each
interval ends on the last day of a compounding interval. The compounding interval is the same
compounding interval used in computing the Bond Yield.

PV = The future value of the nonpurpose receipt or payment at the beginning of the interval,
or the amount thereof if the computation is for the first interval. The first interval begins on
the date the nonpurpose receipt or payment is actually or constructively received or paid (or
otherwise is taken into account). The amount of every nonpurpose receipt and payment with
respect to an issue that is taken into account at the beginning of the first interval may be
rounded to the nearest whole dollar. The preceding sentence shall not apply to receipts and
payments with respect to investments in a restricted escrow within the meaning of
Section 1.148-8(g) of the Regulations.



i = The Bond Yield during the interval (expressed as a decimal) divided by the number of
compounding intervals in a year.

"= A fraciion, the numerator of which is the length of the interval and the denominator of
which is the length of a whole compounding interval.

"Gross Proceeds" means Proceeds and Replacement Proceeds of the Bonds within the
meaning of the Regulations.

"Installment Computation Date" means the last day of the fifth Bond Year and each
succeeding fifth Bond Year.

"Investment" means any security, obligation, annuity contract, or investment type property as
defined in section 148(b) of the Code.

"Investment Proceeds" means any amounts actually or constructively received from investing
Proceeds of an issue of bonds.

"IRS" means the Internal Revenue Service,

"Issue Price" means $11,898,066.30, being the initial offering price to the public at which
price a substantial amount of the Bonds is sold, plus interest accrued thereon from the date thereof to the date
of delivery thereof. For this purpose, ten percent (10%) is a substantial amount, and the term "the public" does
not include bond houses, brokers, or similar persons or organizations acting in the capacity of underwriters or
wholesalers. The Issue Price generally is the first price at which the Bonds are sold to the public, and the issue
price will not change if part of the issue is subsequently sold at a different price. The Issue Price of bonds that
are not substantially identical is determined separately. The Issue Price of a bond issue for which a bona fide
public offering is made is determined as of the sale date based on reasonable expectations regarding the initial
public offering price. The Issue Price of the Bonds may not exceed their fair market value as of the sale date.
The “issue price” of the Bonds for purposes of IRS Form 8038-G, based upon the price paid to the Issuer, is
$11,898,066.30.

"Net Sale Proceeds" means Sale Proceeds less the amount of those proceeds invested in a
reasonably required reserve or replacement fund under section 148(d) of the Code and as part of a minor
portion under section 148(e) of the Code.

"Nonpurpose Investment" means any Investment that is not acquired to carry out the
governmental purpose of an issue.

"Payment” means a payment as defined in section 1.148-3(d) of the Regulations for purposes
of computing the rebate amount, and a payment as defined in section 1.148-5(b) of the Regulations for

purposes of computing the yield on an investment.

"Present Value' means the amount determined by using the following formula:

PV=_FV
(1+)

where 1 equals the discount rate divided by the number of compounding intervals in a year and n equals the
sum of (i) the number of whole compounding intervals for the period ending on the date as of which the Future
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Value is determined and (ii) a fraction the numerator of which is the length of any short compounding interval
during such period and the denominator of which is the length of a whole compounding interval.

"Present Value of an Investment" shall mean the value of an investment computed under the
economic accrual method; using the same compounding interval and financial conventions used to compute the
yield on the Bonds. On any valuation date, the Present Value of an Investment is equal to the Present Value of
all unconditionally payable receipts to be received from the payments to be paid for the invesiment after that
date, using the Yield on the Investment as the discount rate.

"Prior Bonds" means the Issuer's Public School Bonds, Series 2002, dated February 1, 2002,
issued in the original aggregate principal amount of $27,800,000.

"Proceeds” means Sale Proceeds, Investment Proceeds, and Transferred Proceeds of an issue
of bonds. Proceeds do not include amounts that are actually or constructively received that with respect to an
investment that is acquired for the governmental purpose of an issue that are properly allocable to the
immaterially higher yield under section 1.148-2(d) of the Regulations or section 143(g) of the Code or to
qualified administrative cost recoverable under section 1.148-5(¢).

"Rebate Amount” means, in respect of the Bonds, the amount determined pursuant to the
Code and Regulations in accordance with section E hereof. Generally, under the Regulations, the rebate
amount, as of any date, equals the excess of the Future Value of all Receipts with respect to Nonpurpose
Investments allocated to the Gross Proceeds of the Bonds over the Future Value of all the Payments with
respect to such Nonpurpose Investments computed in accordance with the Regulations.

"Rebate Analyst" means the entity or person chosen by the Issuer in accordance with
Section E(8) hereof to determine the Rebate Amounts.

"Rebate Fund"” means the fund created by the Issuer herein by that name.

"Rebate Payment Date” means the date following a Computation Date on which the Rebate
Amount is mailed or otherwise filed with the IRS. The Rebate Payment Date cannot be a date which is more
than 60 days after a Computation Date.

"Receipt” means a receipt as defined in section 1.148-3(d) of the Regulations for purposes of
computing the Rebate Amount, and a receipt as defined in section 1.148-5(b) for purposes of computing Yield
on an Investment.

"Regulation” or "Regulations” means the temporary, proposed or final Income Tax
Regulations promulgated by the Department of the Treasury that are applicable to the Bonds.

"Replacement Proceeds" means amounts that are treated as replacement proceeds of an issue
of bonds under section 1.148-1(c) of the Regulations. Generally, amounts are Replacement Proceeds of an
issue if the amounts have a sufficiently direct nexus to the governmental purpose of the issue to conclude that
the amounts would have been used for that governmental purpose if the proceeds of the issue were not used or
to be used for that governmental purpose. Replacement Proceeds include, but are not limited to, sinking funds
or pledged funds to the extent that those funds are held by or derived from a substantial beneficiary of the issue
(which, for this purpose includes the issuer and any related party to the issuer).

"Sale Proceeds" means amounts actually or constructively received from the sale of an issue

of bonds (including amounts used to pay underwriter's discount and compensation and accrued interest other
than pre-issuance accrued interest).
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"SLGS" means United States Treasury Obligations, State and Local Government Series.

"Tax-Exempt Bond" means any tax-exempt bond within the meaning of section 103 of the
Code and section 1.150-1 of the Regulations that is not investment property within the meaning of
section 148(b)(3) of the Code.

"Transferred Proceeds” means Proceeds of a prior issue of bonds that have ceased to be
allocated fto that prior issue and are treated as Proceeds of a refunding issue under section 1.148-9 of the
Regulations.

"Transferred Proceeds of the Bonds" means amounts that have ceased to be allocated to the
Prior Bonds and are treated as Transferred Proceeds of the Bonds,

"Underwriter” means Crews & Associates, Inc., Morgantown, West Virginia.

"Universal Cap" means the maximum value of Nonpurpose Investments which may be
allocated to the Bonds under section 1.148-6 of the Regulations and is determined by reference to the Value of
all outstanding Bonds of the issue. For purposes of this determination Nonpurpose Investments include cash,
Tax-Exempt Bonds (i.e., any tax-exempt bond that is not investment property under section 148(b)(3) of the
Code), qualified mortgage loans, and qualified student loans.

"Valuation Bate" means the date on which the value of the Universal Cap and the Nonpurpose
Investments allocable to the Bonds thereunder must be determined under section 1.148-6 of the Regulations.
In general, beginning with the first Bond Year beginning after the second year anniversary of the Issue Date,
the first day of each Bond Year constitutes a Valuation Date. In addition, the Regulations provide with respect
to a refunded issue (e.g., the Prior Bonds) and a refunding issue (i.e., the Bonds) each date on which proceeds
of the refunded issue would become transferred proceeds of the refunding issue, e.g., each date on which
principal of the refunded issue is paid with proceeds of the refunding bonds, constitutes a Valuation Date.

"Value of a Bond" means the value of a bond determined under section 1.148-4(e) of the
Regulations. Under those Regulations, value generally means:

(a) In the case of a plain par bond (within the meaning of
section 1.148-1(b) of the Regulations), its outstanding stated principal amount,
plus accrued unpaid interest or in the case of a plain par bond actually
redeemed, or that is treated as redeemed, its stated redemption price on the
redemption date plus accrued unpaid interest; and

(b) In the case of & bond other than a plain par bond, the value on
a date of such a bond is generally its Present Value on that date, using the
yield on the issue of which the bonds are a part as the discount factor. In
determining the Present Value of a variable rate bond, the initial interest rate
on the bond established by the index or other rate setting mechanism is used to
determine the interest payments on that bond.

"Value of an Investment" means the value of an investment determined under section 1.148-
5(d) of the Regulations. Under those Regulations, value as of any date generally means, for any fixed rate
investment (within the meaning of section 1.148-1(b) of the Regulations) or Yield Restricted Investment,
Present Value on that date, and for any plain par investment (within the meaning of section 1.148-1(b) of the
Regulations), the outstanding stated principal amount, plus accrued unpaid interest, as of that date.

5938838



"Yield" or "yield" means the yield computed under section 1.148-4 of the Regulations for the
Bonds, and the yield computed under Section 1.148-5 of the Regulations for an Investment.

"Yield Restricted Investments" means any Investments which either (1) bear a yield that is
no greater than the Bond Yield, or (2} are investments in one or more Tax-Exempt Bonds.

B. GENERAL

1. This certificate is being executed and delivered pursuant to Section 148 of the Internal
Revenue Code of 1986, as amended, and regulations promulgated thereunder (the "Code"). We are officers of
the Issuer charged with the responsibility of issuing the Bonds. We are familiar with the facts, circumstances,
and estimates herein certified and are duly authorized to execute and deliver this certificate on behalf of the
Issuer.

2. This certificate may be relied upon as the certificate of the Issuer.

3. The Issuer has not been notified by the Internal Revenue Service of any listing or
proposed listing of it as an issuer the certification of which may not be relied upon by holders of their
respective obligations or that there is any disqualification thereof by the Internal Revenue Service because a
certification made by it contains a material misrepresentation.

4. This certificate is based upon facts, circumstances, estimates and expectations of the
Issuer in existence on February 9, 2012, the date on which the Bonds are to be physically delivered in exchange
for the issue price thereof, and to the best of my knowledge and belief, the expectations of the Issuer set forth
herein are reasonable.

5. The Issuer has covenanted in the Resolution that it will not permit at any time or times
any of the proceeds of the Bonds or any funds of the Issuer to be used directly or indirectly to acquire any
securities or obligations, the acquisition of which would cause any of the Bonds to be "arbitrage bonds" within
the meaning of Section 148 of the Code.

6. The Issuer is a governmental unit and has general taxing powers; no Bonds are private
activity bonds; 95% or more of the net proceeds of the Bonds are to be used for local governmental activities of
the Issuer (or of a governmental unit the jurisdiction of which is entirely within the jurisdiction of the Issuer).

7. The Bonds were sold and delivered on February 9, 2012, to Crews & Associates, Inc.,
Morgantown, West Virginia (the "Original Purchaser"} for a purchase price of $11,805,506.30 (representing
the Issne Price of $11,898,066.30 less an underwriting discount in the amount of $92,560).

8. The Bonds are being delivered simultaneously with the delivery of this certificate and
are issued for the purposes of providing moneys necessary (i) to currently refund the Prior Bonds to their first
redemption date, being May 1, 2012, and (ii) to pay costs of issuance of the Bonds and related costs. The
purpose of the refunding is to achieve present value debt service savings and to make available to the Issuer
accumulated tax levy monevs and earnings thereon relating to the Prior Bonds ("Surplus Funds"), which will be
released to the Issuer as described in Section C(3).

9. The Prior Bonds were issued for the purposes of (i) providing funds to pay costs of
acquisition, construction and equipping of new public school facilities in the Berkeley County School District
(the “District™) and to pay costs of capital improvements, repairs or and improvements to existing public school
facilities in the District, which improvements and facilities, together with the location thereof, are described in
the bond ¢lection order adopted by the Issuer on October 16, 2001, in connection with the issuance of the Prior
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Bonds and (ii) paying costs of issuance of the Prior Bonds, and the Proceeds of the Prior Bonds were applied
for such purposes.

10. The face amount of the Bonds is $11,57¢,000. The sources and uses of proceeds of the
Bonds and certain funds on deposit with the Bond Commission in connection with the Prior Bonds is as
follows:

Sources
Par amount 0f BONAS coooiiiiieicis ettt et e e et sse e snas e e m e s annnens $11,570,000.00
Net original 1SSUe PIEMIlM.......cocivviiiiiin i 328,066.30

Amounts transferred from

Bond Commission

(Prior Bonds Debt Service Account and Surplus Collections Account)........... 2,336,832.50
Amounis transferred from

Bond Commission

(Prior Bonds Surplus Collections ACCOUNT).....ouiveriiiiersinesiviir e 900,000.00
TOUAL SOUFCES . .oeeeiiiiivieeeeeiee e e sn et re s e e e s s s e s s rasssamn e n e e s s e e s s s nbba e $15,134,898.80
Uses

Escrow Fund deposit

(from Bond proceeds) .. ....ocoooiiriciec e $11,721,050.00
Escrow Fund deposit

(from Prior Bonds Debt Service Account and Surplus Collections Account)...  2,336,832.50
Prior Bonds Surplus Collections Account Release to Board

For Application to Projects Approved in Connection with Prior Bonds ........... 900,000.00
UnderWriter’s DISCOUIL wuuiiveviiirrririiartisreesrseereersnreeessasssesseesnesansnsssnsinssneessssnes 92,560.00
ROUNAING AIMOUNT ...evieii ittt s sn e e s ne st 1,046.62
Costs O ISSUANCE c.vovvevii e e et et e 83.409.68
TOLAL USES . cviviiiiiviere ettt b e 15,134,898 80

11. The Underwriter has stated, in its certificate, a copy of which is attached hereto as
EXHIBIT A - UNDERWRITER’S CERTIFICATE (the "Underwriter's Certificate") that all of the Bonds
have been purchased directly by it at the initial offering prices set forth in the Official Statement relating to the
Bonds, dated January 26, 2012. The computation of the yield on the Bonds has been determined by the
Underwriter using the present value method in accordance with Section 1.148-4 of the Regulations using a
360-day year, compounding interest semiannually. The yield on the Bonds, as so computed, has been
determined by the Underwriter to be 1.0154%, based on a "purchase price" equal to the Issue Price for the
Bonds. As stated in the Underwriter’s Certificate, the Underwriter has calculated the weighted average
maturity of the Bonds to be 3.274 years.

C. THE REFUNDING

1. The Issuer has entered into an Escrow Agreement (the "Escrow Agreement"), dated
February 9, 2012, by and between the Issuer and the Bond Commission, as Escrow Agent. The Issuer and the
Escrow Agent will cause Bond proceeds in the amount of $11,721,050.00, together with funds on deposit with
the Bond Commission in the Debt Service Account and Surplus Collections Account in the amount of

5938838



$2,336,832.50 (total of $14,057,882.50) to be deposited in the Escrow Fund, and thereupon $14,057,882 to be
applied to the purchase of the SLGS from the United States Treasury Department and to hold the remaining

$.50 as cash, uninvested, in the Escrow Fund. The yield on the Escrow Fund will not exceed the yield on the
Bonds.

2. Proceeds of the Bonds in the amount of $83,409.68 shall, within 30 days of the Closing
Date, be applied to payment of Costs of Issuance of the Bonds.

3. $900,000 from funds on deposit with the Bond Commission in the Surplus Collection
Account for the Prior Bonds will, on the Closing Date, be withdrawn by the Issuer and deposited with a
commercial bank eligible to receive such deposits, and applied solely by the Issuer to costs of capital
improvements, repairs or replacements for those school facilities described in the bond election order adopted
by the Issuer in connection with the issuance of the Prior Bonds, no later than February 9, 2013. Such amount
shall be subject to rebate until expended.

4. Concurrently with the delivery of the Bonds, the balance of moneys then remaining in the
Debt Service Account and the Surplus Collection Account for the Prior Bonds at the Bond Commission
(approximately $569,168.42) will be transferred by the Bond Commission to a Special Surplus Account
established at the Bond Commission.

5. The funds in the Special Surplus Account will be available, if needed, to pay the principal
of and interest on the Bonds and shall not be used for any other purpose until May 15, 2013. On or after May
15, 2013, the Issuer shall review the balances in the Debt Service Account for the Bonds and in the Special
Surplus Account, and, upon determination in writing by the Issuer that sufficient reserves are on hand at the
Bond Commission, the Issuer may withdraw a portion of the funds then remaining in the Special Surplus
Account so as to leave a balance of not less than $284,584.21. On or after May 15, 2013, the Board shall again
review the balances in the Debt Service Account for the Bonds and in the Surplus Collections Account, and
upon determination in writing by the Board that sufficient funds are on hand at the Bond Commission, the
Board may withdraw all or any portion of the funds then remaining in the Special Surplus Account. All such
funds withdrawn from the Special Surplus Account shall be applied solely by the Issuer to costs of capital
improvements, repairs or replacements for those school facilities described in the bond election order adopted
by the Issuer in connection with the issuance of the Prior Bonds. Each withdrawal request of the Issuer shall be
specifically authorized by resolution of the Issuer. All funds released from the Special Surplus Account will be
expended for their governmental purpose within 6 months from the date of such release. The Special Surplus
Account shall be closed by the Bond Commission when all the funds therein have been withdrawn or used to
pay debt service.

D.  THE BONDS

1. The principal amounts, interest rates, yields, purchase price and CUSIP numbers with
respect to the Bonds are set forth in EXHIBIT B attached hereto.

2. Using the initial offering price of the Bonds as the "purchase price", the yield on the Bonds
has been computed by the Underwriter to be 1.0154% (the "Bond Yield").

3. A Debt Service Account for the Bonds is established by the Bond Commission. Moneys
deposited to the Debt Service Account, including subsequent deposits thereto, will be spent within a 13-month
period beginning on the date of deposit and will be depleted at least once a year, except for a reasonable
carryover amount not in excess of 1/12 of the annual debt service with respect to the Bonds or as otherwise
required by law. The Bonds all bear interest at a fixed interest rate. The Debt Service Account is designed to
achieve a proper matching of the Issuer's revenues and debt service on the Bonds within each Bond Year. All
moneys held in the Debt Service Account will be used to pay debt service on the Bonds. All Sale Proceeds of
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the Bonds deposited in the Debt Service Account (if any) will constitute accrued interest on the Bonds and will
be applied to pay interest on the Bonds on the first interest payment date, being November 1, 2012. To the
extent that the Debt Service Account qualifies as a Bona Fide Debt Service Fund, all moneys in the Debt
Service Account will be invested without restriction as to yield and are not subject to rebate.

4, A Surplus Collections Account for the Bonds is also established by the Bond Commission.
Tax levy receipts and earnings thereon in excess of the amounts necessary to pay principal of and interest on
the Bonds are transferred from the Debt Service Account and accumulated in the Surplus Collections Account
for the Bonds. Moneys in the Surplus Collections Account are used to pay debt service on the Bonds in the
event that tax levies for any particular period are insufficient therefor. All moneys in the Surplus Collections
Account will be invested at a yield not to exceed the yield on the Bonds.

5.  No Reserve Account or similar fund is established with respect to the Bonds.

6.  Other than the Debt Service Account, the Surplus Collections Account and temporarily,
the Special Surplus Account described above, there are no other funds or accounts of the Issuer which (i) are
reasonably expected to be used to pay Debt Service on the Bonds or which are pledged as collateral to secure
repayment of Debt Service on the Bonds and (ii) for which there is a reasonable assurance that amounts therein
will be available to pay Debt Service on the Bonds.

7. Accrued interest with respect to the Bonds, if any, in an amount less than 6 month's
interest on the Bonds will be applied within one year from the date hereof toward the payment of interest first
due on the Bonds. Pending such disbursement, such monies will be invested without restriction as to yield.

8.  All amounts deposited into the Debt Service Account {other than Sale Proceeds of the
Bonds that constitute accrued interest on the Bonds) will constitute Replacement Proceeds to the extent that
those funds are allocable to the Bonds under Section 1.148-6 of the Regulations and will not be invested at a
Yield that exceeds the Yield on the Bonds unless such moneys, or a part of such moneys, qualify as a Bona
Fide Debt Service Fund. There is no accrued interest on the Bonds.

E. REBATE

1. Undertakings. The Issuer has covenanted to comply with certain requirements of the Code.
The Issuer acknowledges that the United States Department of the Treasury has issued Regulations with
respect to these undertakings, including the proper method for computing whether any rebate amount is due the
United States under Section 148(f) of the Code (i.c., Sections 1.148-0 through 1.148-11, 1.149(d)-1, 1.149%(g}-
1, 1.150-1 and 1.150-2 of the Regulations). The Issuer covenants that it will undertake to determine (or have
determined on its behalf) what is required with respect to the rebate provisions contained in Section 148(f) of
the Code from time to time and will undertake to comply with any requirements that may be applicable to the
Bonds. The Issuer will undertake the methodology described in this Section E of this Tax Certificate, except to
the extent inconsistent with any requirements of present or future law, regulations or future guidance issued by
the United States Department of the Treasury or if the Issuer receives an opinion of Bond Counsel.

2. Rebate Fund. The Issuer hereby creates a special fund designated the "Rebate Fund” to be
held by a commercial bank separate and apart from all other funds and accounts of the Issuer.

3. Recordkeeping. Detailed records with respect to each and every Nonpurpose Investment
attributable to Gross Proceeds (within the meaning of Section 1.148-1(b) of the Regulations) of the Bonds must
be maintained by the Issuer, including (1) purchase date, (ii) purchase price, (iii) any accrued interest paid, (iv)
face amount, (v) coupon rate, (vi) date of interest payments, (vii) disposition price, (viii) any accrued interest
received, (ix) disposition date, and (x) broker’s fees. Such detailed record keeping is required for the
calculation of the rebate amount (within the meaning of Section 1.148-3 of the Regulations) which, in part, will
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require a determination of the difference between the actual aggregate earnings of all Nonpurpose Investments
and the amount of such earnings assuming a rate of return equal to the yield on the Bonds.

4.

(a)

(b)

(c)

(d)

(@)

5938838

Rebate Amount Calculation and Payment.

The Issuer represents, warrants and covenants that it will prepare or cause to be prepared a
calculation of the rebate amount with respect to the Bonds consistent with the rules described
in this Section 4. The Issuer will prepare or cause to be prepared a calculation of the rebate
amount (i) within fifty-five (55) days after the close of the fifth Bond Year and each fifth Bond
Year thereafter so long as any Bonds remain unpaid, and (ii) within fifty-five (55) days after
the first date on which there are no unpaid Bonds. Not later than fifty-five (55) days after the
end of the fifth Bond Year and each fifth Bond Year thereafter so long as any Bond remains
unpaid, and within fifty-five (55) days after the last Bond is paid, the Issuer shall deposit in the
Rebate Fund an amount so that the balance held by the Issuer in the Rebate Fund shall be equal
to the rebate amount.

For purposes of calculating the rebate amount (i) the aggregate amount earned with respect to a
Nonpurpose Investment shall be determined by assuming that the Nonpurpose Investment was
acquired for an amount equal to its value at the time it becomes a Nonpurpose Investment, and
(ii) the aggregate amount earned with respect to any Nonpurpose Investment shall include any
unrealized gain or loss with respect to the Nonpurpose Investment on the first date when there
are no unpaid Bonds or when the investment ceases to be a Nonpurpose Investment,

The Issuer shall pay to the United States Department of the Treasury out of designated funds
(i) not later than sixty (60) days after the end of each fifth Bond Year, a payment equal to at
least ninety percent (90%]) of the rebate amount with respect to the Bonds, calculated as of the
end of such fifth Bond Year, and (ii) not later than sixty (60) days after the first date when
there are no unpaid Bonds, an amount equal to one hundred percent (100%) of the rebate
amount (determined as of the first date when there are no unpaid Bonds) plus any actual or
imputed earnings on such rebate amount, all as set forth in Sections 1.148-1 through 1.148-11
of the Regulations and as determined by or on behalf of the Issuer.

Each payment required to be made pursuant hereto and relating to the Bonds shall be filed with
the Internal Revenue Service Center, Philadelphia, Pennsylvania 19255, on or before the date
such payment is due and shall be accompanied by Internal Revenue Service Form 8038-T.
The Issuer must retain records of the calculations required by this Section 4.4 until six (6)
years after the retirement of the last obligation of the Bonds.

Valuation of Investments.

General Rule. Except as otherwise provided in this Section 5, for all purposes of Section 148
of the Code, the value of an investment allocated to the Bonds (including a payment or receipt
on the investment} on a date must be determined using one of the following valuation methods:

(i) Outstanding Principal Amount Method. A plain par investment (as defined in Section
1.148-1(b) of the Regulations) may be valued at its outstanding stated principal
amount, plus any accrued unpaid interest on that date.

(ii) Present Value Method. An investment whose yield is fixed and determinable on the
issue date (a "fixed rate investinent") may be valued at its present value on that date.
Present value of an investment is computed under the economic accrual method, using
the same compounding interval and financial conventions used to compute the yield on




(b)

(c)

(d)

(e)

()
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the Bonds (i.e., 360-day year basis with interest compounded semiannually). The
present value of an investment on a date is equal to the present value of all
unconditionally payable receipts to be received from and payments to be paid for the
investment after that date, using the yield on the investment as the discount rate.

(iii)  Fair Market Value Method. An investment may be valued at its fair market value on
that date. The fair market value of an investment is the price at which a willing buyer
would purchase the investment from a willing seller in a bona fide, arm’s-length
transaction. Fair market value generally is determined on the date on which a contract
to purchase or sell the nonpurpose investment becomes binding (i.e., the trade date
rather than the settlement date). Except as otherwise provided in Subsections 5(e), (f)
and (g) hereof, an investment that is not of a type traded on an established securities
market, within the meaning of Section 1273 of the Code, is rebuttably presumed to be
acquired or disposed of for a price that is not equal to its fair market value.

Mandatory Valuation of Certain Investments at Fair Market Value. Except as provided in
Subsections 5(c) and (d), an investment must be valued at fair market value on the date that it
is first allocated to the Bonds or first ceases to be allocated to the Bonds as a consequence of a
deemed acquisition or deemed disposition.

Mandatory Valuation of Yield Restricted Investments at Present Value. Any yield restricted
investment must be valued at present value.

Transferred Proceeds Allocations, Universal Cap Allocations and Commingled Funds.
Notwithstanding Subsection 5(b) hereof, an investment need not be valued at fair market value
if it is allocated to the Bonds or ceases to be allocated to the Bonds as a result of the transferred
proceeds allocation rule under Section 1.148-9(b) of the Regulations or the universal cap rule
under Section 1.148-6(b)(2) of the Regulations. In addition, investments in a commingled
fund (other than a bona fide debt service fund) need not be valued at fair market value unless it
is a commingled fund described in Section 1.148-6(¢)(5)(iii) of the Regulations.

Certificates of Deposit. The purchase price of a certificate of deposit that has a fixed interest
rate, a fixed payment schedule and a substantial penalty for early withdrawal will be treated as
its fair market value on the purchase date if:

(i) the yield on the certificate of deposit is not less than the yield on reasonably
comparable direct obligations of the United States; and

(ii) the yield on the certificate of deposit is not less than the highest yield that is published
or posted by the provider to be currently available from the provider on reasonably
comparable certificates of deposit offered to the public.

Guaranteed Investment Contracts. The purchase price of a guaranteed investment contract will
be treated as its fair market value on the purchase date if:

(1) the Issuer has made (or had made on its behalf) a bona fide solicitation for a specified
guaranteed investment contract and received at least three (3) bona fide bids from
providers that have no material financial interest in the Bonds;



(i1) the Issuer purchased (or had purchased on its behalf) the highest-yielding guaranteed
investment contract for which a qualifying bid is made (determined net of broker’s
fees);

(iti)  the yield on the guaranteed investment contract (determined net of broker’s fees) is not
less than the yield then available from the provider on reasonably comparable
guaranteed investment contract, if any, offered to other persons from a source of funds
other than gross proceeds of tax-exempt bonds. For purposes of computing the yield
on a guaranteed investment contract acquired through a broker, any compensation
received by such broker whether payable by or on behalf of the obligor or obligee of
such investment contract may be taken into account in determining the cost of such
guaranteed investment contract (as provided in Section 1.148-5(e)(2)(iii) of the
Regulations) to the extent that the amount of compensation does not exceed the lesser
of $32,000 or 02% of the computational base (as defined in Section
1.148-5(e)}(2)(1ii}B)(2) of the Regulations), provided that in no event shall the Issuer
treat as qualified administrative costs more than $30,000 in broker’s commissions or
similar fees with respect to all guaranteed investment contracts and investments for
yield restricted defeasance escrows purchased with the gross proceeds of the issue.

(iv) the determination of the terms of the guaranteed investment contract took into account
as a significant factor the Issuer’s reasonably expected drawdown schedule for the
amounts to be invested, exclusive of amounts deposited in debt service funds and
reasonably required reserve or replacement funds;

v) the terms of the guaranteed investment contract, including collateral security
requirements, are reasonable; and

(vi)  the provider of the guaranteed investment contract certified the administrative costs
that it paid (or expects to pay) to third parties in connection with the guaranteed
investment contract.

(2) United States Treasury Obligations. The fair market value of a United States Treasury
obligation that is purchased directly from the United States Treasury is its purchase price.

6. Segregation of Proceeds. In order to perform the calculations required by the Code, it is
necessary to track scparately all of the Gross Proceeds. To that end, the Issuer hereby agrees to establish
separate funds, accounts or subaccounts or take other accounting measures in order to account fully for all
Gross Proceeds.

7. Filing Requirements. The Issuer shall file or cause to be filed such reports or other documents
with the Internal Revenue Service as may be required by the Code from time to time (e.g., Form 8038-G and
Form 8038-T).

8. Rebate Analyst. (a) A Rebate Analyst shall be appointed to perform the rebate calculations, as
required herein.

(b The Issuer may rely conclusively upon and shall be fully protected from all liability in
relying upon the opinions, calculations, determinations, directions and advice of the Rebate Analyst. The
charges and fees for such Rebate Analyst shall be paid by the Issuer upon presentation of an invoice for
services rendered in connection therewith,
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9, Failure to Pay Rebate Amounts. In the event the Issuer fails to pay at the proper time and in
the proper amounts, any Rebate Amount, it will pay the rebate amount pius interest within 180 days after
discovery of such failure as set forth in Section 1.148-3(h)(3) of the Regulations, Notwithstanding the
foregoing, in the event the Issuer fails to pay at the proper time and in the proper amount any Rebate Payment
or correction amount, it hereby covenants and agrees to pay any penalty required by Internal Revenue Service
in lieu of a declaration of taxability on the Bonds.

F. MISCELLANEQOUS

1. The amount designated as "Cost of Issuance” of the Bonds consists only of costs which are
directly related to and necessary for the issuance of the Bonds and refunding of the Prior Bonds.

2. The Issuer shall file Form 8038-G in a timely fashion with the Internal Revenue Service
Center, Ogden, Utah 84201. The information set forth in EXHIBIT C - IRS FORM 8038-G, attached hereto, is
true and correct, and may be relied upon by Bond counsel in its preparation of IRS Form 8038-G.

3. No portion of the payments of principal or interest will be made, financed or secured by,
directly or indirectly, by payments or property used in any trade or business of any person other than the Issuer.
The Issuer will not permit any portion of the payment of the principal or interest on the Bonds to be secured,
directly or indirectly, by (i) interests in property or {ii) payments in respect of such property, which property is
used or to be used in any trade or business of any person other than the Issuer. The Issuer will not permit any
portion of the payment of the principal or interest on the Bonds to be derived, directly or indirectly by
payments (whether or not to the Issuer) in respect of property or borrowed money, used or fo be used in any
trade or business of any persons other than the Issuer.

4. None of the proceeds of the Bonds will be used (directly or indirectly) in any trade or
business carried on by, or will be used to make or finance loans to, any person who is not a governmental unit.

5. The original proceeds of the Bonds will not exceed the amount necessary for the purpose
of the issue, except to the extent any such proceeds are required for rebate to the United States.

6. The Issuer shall use the proceeds of the Bonds solely to accomplish the refunding of the
Prior Bonds.

7. The Issuer shall not permit at any time or times any of the proceeds of the Bonds or any
other funds of the Issuer to be used directly or indirectly in a manner which would result in the exclusion of the
Bonds from treatment afforded by Section 103(a) of the Code by reason of classification of the Bonds as
"private activity bonds" within the meaning of the Code. The Issuer will take all actions necessary to comply
with the Code and the Treasury Regulations promulgated or to be promulgated thereunder.

8. The Bonds are not, and will not be, in whole or part, directly or indirectly, federally
guaranteed within the meaning of Section 149(b) of the Code.

9. The Issuer has not entered and will not enter into any transaction to reduce the Yield on an
investment of the Gross Proceeds of the Bonds so as to cause the amount to be rebated to the United States
Treasury to be less than it would have been had the transaction been at arm's length and the Yield on the Bonds
not been relevant to either party to the transaction, and that all investments of Gross Proceeds will be made on
an arm's length, Fair Market Value basis.

10.  On each Valuation Date, the Issuer agrees to value the Universal Cap and the Nonpurpose
Investments allocable to the Bonds thereunder in accordance with the Regulations. Notwithstanding anything

herein to the contrary, the failure to perform the determination of Nonpurpose Investments allocable to the
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Bonds as of a Valuation Date shall not be considered a violation of this provision if the application of the
Universal Cap would not result in a reduction or reallocation of Gross Proceeds of an issue.

11.  No portion of the proceeds of the Bonds will be used directly or indirectly to replace funds
of the Issuer or other related governmental agency that have been used directly or indirectly to acquire
securities or obligations which may reasonably be expected, on the date hereof, to produce a yield materially
higher than the Yield on the Bonds.

12.  In connection with the Bonds, there has not been created or established, and the Issuer
does not expect that there will be created or established, any sinking fund, pledged fund or similar fund (other
than as specifically identified in this Tax and Arbitrage Certificate), including without limitation any
arrangement under which money, securities, or obligations are pledged directly or indirectly to secure the
Bonds or any contract securing the Bonds or any arrangement providing for compensating or minimum

balances to be maintained by the Issuer or related governmental agencies with any registered owner of the
Bonds.

13.  The Bonds are not and will not be part of a transaction or series of transactions that
(i) attempt to circumvent the provisions of Section 148 of the Code, or any successor thereto, and the
Regulations promulgated thereunder which enable the Issuer to exploit the difference between tax-exempt and
taxable interest rates to gain a material financial advantage or (ii) increase the burden on the matket for tax-
exempt obligations in any manner, including, without limitation, by selling obligations that would not
otherwise be sold or selling a larger amount of obligations, or issuing them sooner, or allowing them to remain
outstanding longer, than wouid otherwise be necessary.

14.  No other obligations are being issued by the Issuer or any related entity at substantially the
same time and sold pursuant to a common plan of financing and which will be paid out of substantially the
same source of funds (or which will have substantially the same claim to be paid out of substantially the same
source of funds) as the Bonds or which will be paid directly or indirectly from proceeds of the sale of the
Bonds.

15.  Gross Proceeds of the Bonds, other than gross proceeds that are allocable to:

(a)  the payment of principal of and, interest on the Prior
Bonds;

(b)  the payment of any pre-issuance accrued interest on the
Bonds (there is no accrued interest on the Bonds);

{c)  the payment of the Costs of Issuance of the Bonds;
(d) the payment of administrative costs allocable to
repaying the Prior Bonds, or carrying and repaying the Bonds, or

the reasonable investments of Proceeds of the Bonds;

(e)  Transferred proceeds allocable to expenditures for
governmental purpose of the Prior Bonds;

(f) amounts deposited in the Debt Service Account

(including investment earnings thereon) to pay debt service on the
Bonds; and
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{g) qualified guarantee fees (within the meaning of the
Regulations) for the Bonds or the Prior Bonds;

will not exceed 1% of the Sale Proceeds from the Bonds.

16. The issuance of the Bonds will not involve the use of a "device" or an "abusive
transaction” within the meaning of Section 149(d)(4) of the Code and the Regulations thereunder.

17.  The Issuer covenants to comply with all requirements of the Code that must be satisfied
subsequent to the issuance of the Bonds in order that the interest thereon be and continue to be excludable from
gross income for federal income tax purposes.

18.  The Issuer will rebate to the United States the amount, if any, required by the Code and to
take all steps necessary to make such rebates. In the event the Issuer fails to make such rebates as required, the
Issuer shall pay any and all penalties and other amounts from lawfully available sources, and obtain a waiver
from the Internal Revenue Service, if necessary, and take all other actions required of it in order to maintain the
exclusion of interest on the Bonds from gross income for federal income tax purposes.

19.  The Issuer shall comply with all vield restrictions on Bond proceeds as set forth in the
Code.

20.  The Issuer covenants and agrees to comply with the rebate requirements of the Code if not
exempted therefrom, and with all other requirements of the Code necessary, proper or desirable to maintain the
tax-exempt status of the Bonds and the interest thereon. In addition, the Issuer covenants to comply with all
Regulations from time to time in effect and applicable to the Bonds as may be necessary in order to fully
comply with Section 148(f) of the Code, and covenants to take such actions, and refrain from taking such
actions, as may be necessary to fully comply with such Section 148(f) of the Code and such Regulations,
regardless of whether such actions may be contrary to any of the provisions of the Resolation.

21. The Bonds are a fixed yield issue. No interest or other amount payable on any of the
Bonds (other than in the event of an unanticipated contingency) is determined by reference to (or by reference
to an index that reflects) market interest rates or stock or commodity prices after the date of issue.

22.  The Issuer hereby approves the use of the Tax Compliance Policies which are attached
hereto as EXHIBIT D in an effort to comply with the provisions of this Certificate and in order to monitor
compHlance with the Code and Regulations relating to maintaining the tax-exempt status of the Bonds.

23.  Under section 1.148-2(b) of the Regulations, an officer of the Issuer must certify the
issuer's expectations as of the issue date. In accordance therewith, the undersigned PRESIDENT and the
undersigned SUPERINTENDENT and SECRETARY of the Issuer hereby in good faith certify that the
representations and covenants set forth in this Tax and Arbitrage Certificate constitute the reasonable
expectations of the Issuer as of the Issue Date. Accordingly, the representations and covenants set forth herein
are intended and may be relied upon as the certification described in section 1.148-2(b) of the Regulations and
are being delivered as part of the record of proceedings in connection with the issnance of the Bonds.

24.  To the best of our knowledge, information and belief there are no other facts, estimates and
circumstances which would materially change the expectations herein expressed.

25.  Steptoe & Johnson PLLC, is entitled to rely upon the representations, expectations,

covenants, certifications and statements contained herein in rendering its opinions regarding the tax-exempt
status of interest on the Bonds.
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26. Notwithstanding any other provision hereof, any provision of this Tax and Arbitrage
Certificate shall be amended at any time and such amendment shall be complied with, upon receipt by the
Issuer of an opinion of Bond Counsel that such amendment is necessary or permissible under the then current
Code and Regulations and is either necessary to or will not adversely affect the excludability of interest on the
Bonds from gross income of the recipients thereof for federal income tax purposes.

27. To the best of our knowledge, information and belief, the foregoing expectations are
reasonable.

[Remainder of Page Intentionally Blank]
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WITNESS our signatures on this February 9, 2012.

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

By:

Its President

yx’"

Its /S/upermtendent and Secretary
/

F



EXHIBIT A
Underwriter’s Certificate

[See Bond Transcript Document No. 11]
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Maturity

{(Mav 1)
2013

2014
2015
2016
2017

5938838

Amount

$2,165,000
$2,270,000
$2,320,000
$2,385,000
$2,430,000

EXHIBIT B

Series 2012 Bonds

Coupon

2.000%
2.000%
3.000%
2.000%
1.100%

Price

101.771%
102.868%
106.665%
103.707%
99.242%

Yield

0.550%
0.700%
0.900%
1.100%
1.250%

CUSEP

084239 FN7
084239 FP2
084239 FQO
084239 FR8
084239 FS6



EXHIBIT C

IRS Form 8038-G

[See Bond Transcript Document No. 32]
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EXHIBIT D
Tax Compliance Policies

[Attached Hereto)
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TAX COMPLIANCE POLICIES

Purpose

Issuers of tax-exempt bonds must comply with federal tax rules pertaining to expenditure of
proceeds for qualified costs, rate of expenditure, use of bond financed property, investment of
proceeds in compliance with arbitrage rules, and retention of records. The following policies are
intended to establish compliance by the Berkeley County Board of Education (the “Issuer”) with
these rules in connection with the issuance of the Issuer’s Public School Refunding Bonds,
Series 2012 (the “Tax-Exempt 2012 Bonds”).

Tax Requirements Associated with Sale and Issuance of Bonds

Review and retention of tax documents related to the sale and issuance of Bonds will be
supervised by the treasurer of the Issuer or his/her designee (the “Oversight

Officer™).

e Form 8038G (tax exempt bonds) will be reviewed and filed not later than the 15"
day of the 2™ calendar month following the quarter in which the bonds were
issued. Filing of appropriate version or versions of Form 8038G will be
confirmed with bond counsel

Expenditure of Proceeds for Quaiified Costs

Expenditure of bond proceeds will be reviewed by the Oversight Officer.

¢ Bond proceeds will be disbursed pursuant to an approved form of requisition
stating the date, amount and purpose of the disbursement.

e Requisitions must identify the financed property in conformity with the Tax
Certificate and Agreement executed by the Issuer at closing, including any
certifications as to the character and average economic life of the bond-financed

property.

e Requisitions for costs that were paid prior to the issuance of the bonds are, in
general, limited to costs paid subsequent to, or not more than 60 days prior to, the
date a “declaration of intent” to reimburse the costs was adopted by the Issuer. If
proceeds are used for reimbursement, a copy of the declaration will be obtained
and included in the records for the Tax-Exempt 2012 Bonds, if not already part of
the bond transcript.

e Requisitions will be summarized in a “final allocation” of proceeds to uses not
later than 18 months after the in-service date of the financed property (and in any
event not later than 5 years and 60 days after the issuance of the Tax-Exempt
2012 Bonds).

D-1



s Expenditure of proceeds will be monitored against the Tax Certificate and
Agreement expectations to spend or commit 5% of net sale proceeds within 6
months, to spend 85% of net sale proceeds within 3 years, and to proceed with
due diligence to complete the project and fully spend the net sale proceeds.
Expected expenditure schedules, project timelines, and plans and specifications
will be maintained to support expectations. Reasons for failure to meet the
expected schedule will be documented and retained in the records for the
Tax-Exempt 2012 Bonds.

o If the 18-month spending exception to rebate applies, expenditure of gross
proceeds will be monitored against the following schedule for the arbitrage rebate
exception for the issue, if applicable:

15% within 6 months
60% within 12 months
100% within 18 months

e If the 2-year spending exception to rebate applies, expenditure of “available
construction proceeds” will be monitored against the following schedule for the
arbitrage rebate exception for construction issues if applicable:

10% within 6 months
45% within 12 months
75% within 18 months
100% within 24 months

Expenditure of Proceeds

In addition to the general review of expenditures described above, expenditure of proceeds of the
Tax-Exempt 2012 Bonds will be reviewed by the Oversight Officer.

e Only a small portion (5%) of the proceeds of Tax-Exempt 2012 Bonds can be
used for operating expenses or other “working capital” costs. Requisitions for
costs of the Project will accordingly be monitored to confirm that they are for
capital costs of the Project.

e Investment earnings on sale proceeds of the Tax-Exempt 2012 Bonds will be
tracked and will be requisitioned only for appropriate expenditures.

Use of Bond-Financed Property

Use of bond-financed property when completed and placed in service will be reviewed by the
Oversight Officer.

o Average nonexempt use of bond-financed property over the life of the issue
cannot exceed 10% of the proceeds.



Agreements with business users or non-profit organizations for lease or
management or services contracts, sponsored research, naming rights or any othet
potential nonexempt use of bond-financed property will be reviewed prior to
execution of any contract to determine if property is bond-financed.

Agreements with business users or other non-profit organizations for lease or
management of services contracts or other private business use involving
bond-financed property will be tracked and aggregated with other private business
uses for compliance with the 10% limit, as set forth in the Tax Certificate and
Agreement,

No item of bond-financed property will be sold or transferred to a nonexempt
party without advance arrangement of a “remedial action” under the applicable
Income Tax Regulations.

Investments and IRS Filings

Investment of bond proceeds in compliance with the arbitrage bond rules and rebate of arbitrage
will be supervised by the Oversight Officer.

Records

Guaranteed investment contracts (“GIC”) will be purchased only using the
three-bid “safe harbor” of applicable Income Tax Regulations, in compliance with
fee limitations on GIC brokers in the Income Tax Regulations.

Other investments will be purchased only in market transactions.

Calculations of rebate liability will be performed annually by outside consultants.
Rebate payments will be made with Form 8038-T no later than 60 days after
(a) each fifth anniversary of the date of issuance and (b) the final retirement of the
issue. Compliance with rebate requirements will be reported to the bond trustee

and the issuer.

Identify date for first rebate payment at time of issuance. Enter in records for the
issue.

Management and retention of records related to tax-exempt bond issues will be supervised by the
Oversight Officer.

Records will be retained for the life of the bonds plus any refunding bonds plus
three years. Records may be in the form of documents or electronic copies of
documents, appropriately indexed to specific bond issues and compliance
functions.

Retainable records pertaining to the Tax-Exempt 2012 Bonds include transcript of
documents executed in connection with the issuance of the bonds (including



authorizing resolutions, Form 8038G, and Tax Certificate and Agreement) and
any amendments, and copies of rebate calculations and records of payments,
including Forms 8038-T.

Retainable records pertaining to expenditures of bond proceeds include
requisitions, trustee statements and final allocation of proceeds.

Retainable records pertaining to use of property include all agreements reviewed
for nonexempt use.

Retainable records pertaining to investments include GIC documents under the
Income Tax Regulations, records of purchase and sale of other investments, and
records of investment activity sufficient to permit calculation of arbitrage rebate
or demonstration that ne rebate is due.

Overall Responsibility

Overall administration and coordination of this policy is the responsibility of the Oversight

Officer.

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY

BV

Title:

Date:
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Oftice of the Superintendent

Manny P. Arvon IT

January 27, 2012

$11,570,000 The Board of Education of the County of Berkeley {West Virginia)
Public School Refunding Bonds, Series 2012

Craig A. Griffith, Esquire

Chairman

West Virginia Municipal Bond Commissicn
1207 Quarrier Street, Suite 401

Charleston, West Virginia 25301

Dear Mr. Griffith:

As evidenced by and in accordance with the attached Resolution and Order (the
“Resolution™), The Board of Education of the County of Berkeley (the “Board™) intends to issue the
above-referenced bonds (the “Refunding Bonds™) for the purpose of currently refunding the Board’s
Public School Bonds, Series 2002, dated February 1, 2002 (the “Prior Bonds™). The Prior Bonds had
financed the construction and equipping of new public school facilities and the renovation and
improvement of existing public school facilities in the Berkeley County School District (the “District™)
pursuant to the authority of a special bond election held on September 29, 2001 (the “2001 Bond
Referendum™). In accordance with Section 1, Article 2, Chapter 13, of the West Virginia Code of 1931,
as amended (the “Refunding Act™), the Board hereby requests that you certify the amount of taxes
expected to be available in each year for the payment of debt service on the Refunding Bonds. In
accordance with the Refunding Act, the amount of taxes expected to be available in each year shall be
based upon the rates of levy stipulated in the order (the “Order”) directing the 2001 Bond Referendum
and upon the most recent assessed valuation of the affected property prior to such election.

The average rates of levy stipulated in the Order, for each $100 valuation, were as
follows:

Upon Class I property, approximately .......... 6.0 cents

Upon Class II property, approximately......... 12.0 cents
Upon Class III property, approximately ....... 24.0 cents
Upon Class IV property, approximately ....... 24.0 cents

The assessed valuation of the affected property contained in the Order was as follows:

CIASS Lot $ 106,547,096
Class I oo 1,026,770,878
Class T oot 645,779,372
Class TV oo v 260,451,326
TOTAL oot er e raret e ere e ae e $2.039.548.672

401 South Queen Street * Martinsburg, WV 25401
Phone: 304.267.3500 » Fax: 304.267.3513 ¢ mparvon@access.k12.wv.us



The Prior Bonds will be paid with the proceeds of the Refunding Bonds and other
available moneys; thus, after the refunding there will be no Prior Bonds issued and outstanding but not
refunded or otherwise legally defeased. The debt service requirements on the Refunding Bonds are set
forth in Sehedule A, attached hereto. In addition to the Refunding Bonds, the Board has outher bonds
outstanding, being its Public School Bonds, Series 2010, dated February 17, 2010, issued in the aggregate
principal amount of $51,500,000.

Respectfully yours,

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

Copy to:
Tom Aman, Esq.
Mr. Robert Steptoe



SCHEDULE A

$11,570,000
The Board of Education of the County of Berkeley
{West Virginia)
Public School Refunding Bends. Series 2(12

Annual Annual
Maturity Date Principal Interest Debt

May 1 Amount Payments Service
2013 $2.165,000 $285,740.72.  $2,450,740.72
2014 $2,270,000 $189,430 $2,459,430
2015 $2.,320,000 $144,030 $2,464,030
2016 $2,385,000 $74,430 $2,459.430
2017 $2.,430,000 $26,730 $2.456,730

Total

$11,570,000 $720,360.72  $12.290.360.72




Final

$11,570,000

The Board of Education of the County of Berkeley (West Virginia)
Public School Bonds
Refunding Series 2002 (AA/Non-BQ)

Net Debt Service Schedule

Date Principal Coupon Enterest Total P+I Existing D/S Net New D/S
05/01/2012 - - - - 2,058,826.25 2,058,826.25
11/01/2012 - - 169,375.72 169,375.72 - 169,375.72
05/01/2013 2,165,000.00 2.000% 116,365.00 2,281,365.00 - 2,281,365.00
11/01/2013 - - 94,715.00 94.715.00 - 94,715.00
05/01/2014 2,270,000.00 2.000% 94,715.00 2,364,715.00 - 2,364,715.00
11/61/2014 - - 72,015.00 72,015.00 “ 72,015.00
05/01/2015 2,320,000.00 3.000% 72,015.00 2,392.015.00 - 2,392,015.00
11/01/2015 - - 37,215.00 37,215.00 B 37.215.00
05/01/2016 2,385,000.00 2.000% 37,215.00 2,422,215.00 - 2,422,215.00
11/01/2016 - - 13,365.00 13,365.00 - 13,365.00
05/01/2017 2,430,000.00 1.100% 13,365.00 2,443 365.00 - 2,443,365.00

Total $11,570,000.00 - $720,360.72 $12,290,360.72 $2,058,826.25 $14,349,186.97

Yield Statistics
Bond Year Dollars $37,990.39
Average Life 3.284 Years

Average Coupon

1.8961657%

Net Interest Cost (NIC)

1.2762555%

True Interest Cost (TIC)

1.2616633%

Bond Yield for Arbitrage Purposes

1.0154407%

All Inclusive Cost (AIC)

1.4857996%

IRS Form 8038

Net Interest Cost

1.0069391%

Weighted Average Maturity

3.274 Years

Series 2012 Final | SINGLE PURPOSE | 1/26/2012 1 11:19 AM

Crews & Associates, Inc.
Public Finance

Page 7




$11,570,000 THE BOARD OF EDUCATION OF
THE COUNTY OF BERKELEY (WEST VIRGINIA)
PUBLIC SCHOOL REFUNDING BONDS, SERIES 2012

CERTIFICATE OF THE CHAIRMAN OF THE WV MUNICIPAL BOND COMMISSION

[, the undersigned, Craig Griffith, hereby certify as follows:

1. 1 am the duly appointed Tax Commissioner, and ex officio the Chairman of the
West Virginia Municipal Bond Commission.

2. This certificate is delivered in response to a letter request, dated January 27,
2012, from The Berkeley County Board of Education, West Virginia, and pursuant to
Chapter 13, Article 2, Section 1, of the Code of West Virginia, 1931, as amended.

3. According to the information provided to the Commission, on or about
February 9, 2012, the Berkeley County Board of Education will issue its Series 2012
Public School Refunding Bonds, dated February 9, 2012, in the principal amount of
$11,570,000, with interest rates of 1.100 to 3.000%. This issue will refund its Series
2002 Public School Bonds, dated February 12, 2002, with remaining principal
outstanding of $11,605,000 and interest rates of 4.35 to 5.00%.

4. The amount of taxes expected to be available in each year for the purpose of
paying debt service on the Series 2012 Refunding Bonds, and the projected debt
service of those bonds are as follows:

Tax Year Beginning Taxes Projected Debt
July 1 Available Service

2012 3,100,575 2,450,740.72

2013 3,100,575 2,459,430.00

2014 3,100,575 2,464,030.00

2015 3,100,575 2,459,430.00

2016 3,100,575 2,456,730.00

$12,290,360.72

5. The total debt service on the Series 2012 Refunding Bonds will be
$12,290,360.72 or $1,074,351.78 less than the remaining debt service on the Series



2002 Bonds. The debt service due each year on the Series 2012 Refunding Bonds
does not exceed the taxes expected to be available for the payment of the same, and
the total debt service does not exceed the total remaining authorized levy of

$19,345,022.80.

7
WITNESS my signature this Lxd day of February 2012,

H o

i
i

li
]
i

]

State Tax Cémm ssioner and ex officio,
Chairman, WV Municipal Bond Commission




Certificate of Regisirar

$11,576,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public Schoo! Refunding Bonds, Series 2012

CERTIFICATE OF REGISTRAR

The undersigned Kathy Smith, a Vice President of United Bank, Inc., Charleston,
West Virginia (the “Bank™), as Registrar for the above-captioned Bonds (the “Bonds™), hereby certifies as
follows, all capitalized terms used herein to have the meanings set forth in the Resolution and Order of
The Board of Education of the County of Berkeley (West Virginia) (the “Issuer”) adopted January 23,
2012 (the “Resolution™):

I. The Bank is a West Virginia banking corporation, duly organized and validly
existing and in good standing under the laws of the State of West Virginia, may lawfully conduct business
in West Virginia, and is lawfully empowered, pursuant to such laws, to accept the duties and obligations
contemplated and as provided under the Resolution and to serve in the capacity of Registrar under the
Resolution,

2. The Bank has duly authorized, by all necessary action, the authentication of the
Bonds and the execution and delivery of this Certificate and the acceptance of all duties and obligations
of Registrar under the Resolution, and any and all other documents and agreements as may be required to
be executed, delivered and received by the Bank in order to carry out, give effect to, and consummate the
transactions contemplated thereby,

3. The person indicated in paragraph 4 below was at the time of the authentication
of the Bonds, and is now, a duly elected, qualified and acting incumbent in his or her office; and, pursuant
to authorization from the Board of Directors of the Bank, such person, in his or her official capacity, was
and is authorized to authenticate the Bonds for and on behalf of the Bank,

4. Appearing opposite the name and title of the person indicated below is a true and
correct specimen of his or her signature.

Name Title Signature

™ / A ///A
/ / ) / 2y
buthy S Vice Fodint A
'! 14
5.  The Bonds have been duly authenticated and delivered to the Pu/:;;:aser, and proceeds
of the Bonds have been deposited as required by the Resolution.

6.  Attached hereto as EXHIBIT A is a correct listing of the Bond numbers, maturity
dates, principal amounts, interest rates, yields and CUSIP numbers of the Bonds.

5940269



IN WITNESS WHEREOF, United Bank, Inc. has caused this Certificate to be executed by a
duly authorized officer, this February 9, 2012,

UNITED BANK, INC, o7

B

Its: SRS |

5940269



SCHEDULE A

$11,570,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012
Maturity Amount Coupon Price Yield CUSIP
(Mavy 1)
2013 $2,165,000 2.000% 101.771% 0.550% (84239 FN7
2014 $2,270,000 2.000% 102.868% 0.700% 084239 FP2
2015 $2,320,000 3.000% 106.665% 0.900% 084239 FQO
2016 $2,385,000 2.000% 103.707% 1.100% 084239 FR8

2017 $2,430,000 1.100% 99.242% 1.250% 084239 FS6
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Certificate of Paving Agent

$11,576,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012

CERTIFICATE OF PAYING AGENT AND ESCROW AGENT

The undersigned SARA BOARDMAN, Executive Director of the WEST VIRGINIA
MUNICIPAL BOND COMMISSION (the “Bond Commission™), hereby certifies as follows:

1. l am the duly appointed Executive Director of the Bond Commission.

2. The Bond Commission has duly authorized, by all necessary action, the
acceptance of all duties of the Payving Agent for the above-captioned Bonds (the “Bonds™) under the
Resolution and Order, adopted January 23, 2012, pursuant to which they were issued, and of Escrow
Agent under the Escrow Agreement dated February 9, 2012, between The Board of Education of the
County of Berkeley (West Virginia) (the “Issuer”) and the Bond Commission (the “Escrow Agreement™).

3 As Executive Director, [ am duly authorized to execute and deliver on behalf of
the Bond Commission the Escrow Agreement.

4. By such execution and delivery of the Escrow Agreement and this Certificate, the
Bond Commission evidenced its acceptance of, and hereby accepts the duties and obligations of Paying
Agent for the Bonds and Escrow Agent as set forth in the Escrow Agreement.

5. Pursuant to the Escrow Agreement, as of this day there is on deposit in the
Escrow Fund established pursuant to the Escrow Agreement, United States Treasury Obligations, State
and Local Government Series in the amount of $14,057,882, and the sum of $.50 which will remain
uninvested in the Escrow Fund to pay on May 1, 2012, the principal of and interest on the Issuer’s Public
School Refunding Bonds, Series 2002, all as set forth in the Escrow Agreement.

5940329
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WITNESS my signature this February 9, 2012.

WEST VIRGINIA MUNICIPAL BOND
COMMISSION |

By:

Sara Boardman
Executive Director



Underwriter’s Certificate

$11,570,00¢
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012

UNDERWRITER'S CERTIFICATE

The undersigned Robert Steptoe, Director, Public Finance, Crews & Associates, Inc. (the
"Underwriter"), for and on behalf of the Underwriter, as purchasers of the above-captioned Bonds (the
"Bonds"), hereby certifies that:

1. At least 10% of each maturity of the Bonds have been the subject of an initial
offering to the public (excluding bond houses, brokers or similar persons or organizations acting in the
capacity of underwriters or wholesalers), made pursuant to the Bond Purchase Agreement (the "Bond
Purchase Agreement"), dated lanuary 26, 2012, between The Board of Education of the County of
Berkeley, West Virginia (the "Issuer") and the Underwriter, at initial offering prices no higher than, or
yields no lower than, those shown on the cover of the Official Statement dated January 26, 2012, relating
to the Bonds. We have made a bona fide public offering of all Bonds at the public offering price. At the
time we agreed to purchase the Bonds, based upon our assessment of the then prevailing market
conditions, we had no reason to believe any of the Bonds would be initially sold to the public (excluding
such bond houses, brokers or similar persons or organizations acting in the capacity of underwriters or
wholesalers) at prices greater than the prices or yields less than the yields, shown on the cover of the
Official Statement.

2. The weighted average maturity of the Bonds 1s 3.274 years.

3. The weighted average maturity of the Issuer’s Public School Bonds, Series 2002,
dated February 1, 2002 (the “Prior Bonds™) which are being currently refunded with the proceeds of the
Bonds (par basis, from the date hereof) is 3.321 years.

4, The arbitrage vield on the Bonds is 1.0154%.

This certificate may be relied upon by the Issuer with respect to its Tax and Non-Arbitrage
Certificate relating to the Bonds and by Steptoe & Johnson PLLC, Bond Counsel, in rendering their tax
opinion that the interest on the Bonds is not includible in gross income of the owners thereof for federal
income tax purposes.
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WITNESS my signature this February 9, 2012,

CREWS & ASSOCIATES, INC.

By:

Its Director, Public Finance
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RULE 15¢2-12 CERTIFICATE
OF THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY

The undersigned hereby certify and represent to Crews & Associates, Inc.
(the “Underwriter™), that they are the duly appointed and acting officers of The board of
Education of the County of Berkeley (the “Board™), authorized to execute and deliver this
Certificate and further certify on behalf of the Board to the Underwriter as follows:

(1)  This Certificate is delivered to enable the Underwriter to comply
with Rule 15¢2-12, as amended, under the Securities Exchange Act of 1934, as amended
(the “Rule”), in connection with the offering and sale of The Board of Education of the
County of Berkeley (West Virginia) Public School Refunding Bonds, Series 2012 (the
“Bonds”™).

(2)  In connection with the offering and sale of the Bonds, there has been
prepared a Preliminary Official Statement, dated the date hereof, setting forth information
concerning the Bonds and the Board (the “Preliminary Official Statement™).

(3)  As used herein, “Permitted Omissions” shall mean the offering
price(s), interest rate(s), selling compensation, aggregate principal amount, principal
amount per maturity, delivery dates, ratings and other terms depending on such matters,
all with respect to the Bonds and any underlying obligations.

(4) The information with respect to the Board included in the
Preliminary Official Statement is final within the meaning of the Rule, except for
Permitted Omissions, and is accurate and complete in all material respects except for
Permitted Omissions.

(5) If, at any time prior to the execution of the final Bond Purchase
Agreement, any event occurs as a result of which the Preliminary Official Statement
might include an untrue statement of a material fact or omit to state any material fact
necessary to make the statements therein, in light of the circumstances under which they
were made, not misleading, the Board shall promptly notify the Underwriter thereof.

(6) The section of the Preliminary Official Statement entitled
Continuing Disclosure describes the agreement the Board expects to make for the benefit
of the Bondholders as authorized in the Resolution and Order of the Board adopted
January 23, 2012, as defined by the Preliminary Official Statement, by which the Board
will undertake to provide ongoing disclosure in accordance with Section (b)(5)(I) of the
Rule.
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IN WITNESS WHEREOF, we have hercunto set our hands as of this 24
day of January, 2012.

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

(C2240245.1)
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ATTORNEYS AT LAW

February 2, 2012

$11,570,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012

Ms. Sara Boardman

Executive Director

West Virginia Municipal Bond Commission
1207 Quarrier Street, Suite 401
Charleston, West Virginia 25301

Dear Ms, Boardman:

As bond counsel for The Board of Education of the County of Berkeley (the “Issuer”), we
wish to advise you that on February 9, 2012 (the “Settlement Date”), the Issuer will deliver the above-
captioned refunding bonds (the “Refunding Bonds™) to the purchasers thereof. Proceeds of the Refunding
Bonds, together with other funds, will be used to refund the Issuer’s Public School Bonds, Series 2002,
dated February 1, 2002 (the “Prior Bonds™). On the Settlement Date, the Issuer will be required to fund
an Escrow Fund (the “Escrow Fund™), pursuant to an Escrow Agreement dated as of the Scttlement Date
(the “Escrow Agreement”), by and between the Issuer and the West Virginia Municipal Bond
Commission (the “Bond Commission™), as Escrow Agent.

On the Settlement Date, Crews & Associates, Inc., as purchaser of the Refunding Bonds,
will cause to be wired in immediately available funds, to:

To: BB&T WV
250 East Second Avenue
Williamson, WV 25661
Account Name: State of West Virginia

Account #: 5270517317
ABA#: 051503394
Contact Person: Sara Boardman, Executive Director

304/558-3971

on behalf of the Issuer, a portion of the sale proceeds of the Refunding Bonds in the amount of
$11,721,050.00, which amount should be deposited in the Escrow Fund established under the Escrow
Agreement. In addition, funds from the Debt Service Account established for the Prior Bonds in the
amount of $1,663,752.34 and funds from the Surplus Collection Account established for the Prior Bonds
in the amount of $673,080.16 should also be transferred into the Escrow Fund as required by the Escrow
Agreement.
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From the moneys deposited into the Escrow Fund (total of $14,057,882.50), you are hereby
authorized and directed to purchase United States Treasury Obligations, State and Local Government
Series (the “Investment”). The purchase price of the Investment is $14,057,882. The balance of moneys
remaining in the Escrow Fund ($.50) shall be kept in the Escrow Fund uninvested.

Funds from the Surplus Collection Account established for the Prior Bonds in the amount of
$569,168.42 shall be retained by the Commission and transferred to the “Special Surplus Account” for the
Refunding Bonds which is created pursuant to the Escrow Agreement. Funds from the Surplus Collection
Account established for the Prior Bonds in the amount of $900,000 shall be paid to the Issuer, by wire, on
the Settlement Date or as soon thereafter as possible, and applied solely by the Issuer to payment of costs
of capital improvements, repairs or replacements for school facilities in Berkeley County School District,
which were specified in the bond referendum approved by the voters of Berkeley County, West Virginia,
on September 29, 2001,

The funds on deposit in the Special Surplus Account shall be available, if needed, to pay the
principal of or interest on the Refunding Bonds coming due on November 1, 2012, and thereafter, as sct
forth below, and shall not be used for any other purpose until May 15, 2013. On or after May 15, 2013,
the Board shall review the balances in the Debt Service Account and Surplus Collections Account for the
Refunding Bonds, and, upon determination in writing by the Board that sufficient funds are on hand at the
Commission, the Board may withdraw a portion of the funds then remaining in the Special Surplus
Account so as 1o leave a balance therein of not less than $284,584.21. On or after May 15, 2014, the
Board shall again review the balances in the Debt Service Account and the Surplus Collections Account
for the Refunding Bonds, and, upon determination in writing by the Board that sufficient funds are on
hand at the Commission, the Board may withdraw ail or any portion of the funds then remaining in the
Special Surplus Account. All such funds withdrawn from the Special Surplus Account shali be applied
solely by the Board to payment or repayment of costs of capital improvements, repairs or replacements
for school facilities in Berkeley County, West Virginia, which were specified in the bond referendum
approved by the voters of Berkeley County, West Virginia on September 29, 2001. The Special Surplus
Account shall be closed by the Commission when all the funds therein have been withdrawn or used to
pay debt service as provided in this section.

If you have any questions regarding the foregoing, please feel free to call me.
Very truly yours,

D) Adyg

Thomas L. Aman, I,
Copy of letter to:

Mr. Robert Steptoe, Director
Mr. James V. Buits, Ir., CPA,
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Joint Certificate of Issuer and Escrow Agent

$11,570,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA)
Public School Refunding Bonds, Series 2012

JOINT CERTIFICATE OF ISSUER AND ESCROW AGENT

The undersigned DR. WILLIAM F. QUEEN, President of the Board of Education of the
County of Berkeley, a public corporation of the State of West Virginia (the “Issuer”), and the undersigned
SARA BOARDMAN, Executive Director of the West Virginia Municipal Bond Commission (the
“Escrow Agent”), hereby jointly certify as follows in connection with the above-captioned Bond issue:

1. We have executed the Escrow Agreement between the Issuer and the Escrow
Agent, dated February 9, 2012 (the “Escrow Agreement”), on behalf of the Issuer and the Escrow Agent,
respectively.

2. The Escrow Agent has the authority to act as Escrow Agent for and in connection
with the Prior Bonds, as defined in the Escrow Agreement, and has the requisite powers to carry out its
duties under the Escrow Agreement, and the Escrow Agreement has been duly and validly authorized,
executed and delivered by the Escrow Agent, and assuming due authorization, execution and delivery
thereof by the Issuer, the Escrow Agreement constitutes a valid and legally binding obligation of the
Escrow Agent, enforceable in accordance with its terms.

3. The funds on deposit in the Escrow Fund established by the Escrow Agreement
have been deposited as provided in the Escrow Agreement.

4. Based upon the gross funding of the Escrow Fund with proceeds of the Bonds
and amounts transferred from the Debt Service Account and Surplus Collections Account for the Prior
Bonds, the deposited funds are shown to be in amounts sufficient to fully pay the Prior Bonds, including
payment of the principal of and interest on the Prior Bonds on May 1, 2012, and the lien of the Prior
Bonds and the ordinances, orders and resclutions pursuant to which the Prior Bonds were issued have
been discharged.
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WITNESS our signatures this February 9, 2012,

THE BOARD OF EDUCATION OF THE COUNTY
OF BERKELY

By: _
Prééident RS o

WEST VIRGINIA MUNICIPAL BOND
COMMISSION

By:

Executive Director
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WITNESS our signatures this February 9, 2012.

THE BOARD OF EDUCATION OF THE COUNTY
OF BERKELY

By:

President

WEST VIRGINIA MUNICIPAL BOND
COMMISSION

By: =
Executive Director




NOTICE OF DEFEASANCE

$27,800,000
The Board of Education of the
County of Berkeley (West Virginia)
Public Schoel Bonds, Series 2602
Dated February 1, 2002

TO ALL REGISTERED OWNERS OF THE ABOVE CAPTIONED BONDS:

NOTICE IS HEREBY GIVEN that all Public School Bonds, Series 2002, issued by The
Board of Education of the County of Berkeley, West Virginia, on behalf of the Berkeley County
School District, originally issued in the aggregate principal amount of $27,800,000 and
outstanding on the date hereof in the aggregate principal amount of $13,620,000, have been
refunded to their next redemption date, being May 1, 2012, and are deemed to have been paid in
accordance with the provisions of Chapter 13, Article 2 of the West Virginia Code of 1931, as
amended, and the lien on the ad valorem property taxes in said School District on behalf of such
bonds has been defeased. Sufficient United States Treasury Obligations, State and Local
Government Series have been purchased and, together with certain cash amounts that may
remain uninvested, are irrevocably credited to the West Virginia Municipal Bond Commission,
as escrow agent, to pay the principal of and interest on such Bonds as the same become due and
payable to and including May 1, 2012, and on such date, to redeem the then outstanding Bonds
in full in accordance with the redemption provisions thereof.

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

By: UNITED BANK, INC.

Dated: February 9, 2012
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Escrow Acreement

ESCROW AGREEMENT
By and Between
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA),
as Issuer,

and

WEST VIRGINIA MUNICIPAL BOND COMMISSION,
as Escrow Agent

Dated as of February 9, 2012
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ESCROW AGREEMENT

This ESCROW AGREEMENT, made and entered into as of February 9, 2012, by
and between THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
(WEST VIRGINIA) (the "Issuer") and the WEST VIRGINIA MUNICIPAL BOND
COMMISSION, as Escrow Agent (the "Commission" or the "Escrow Agent").

WITNESETH THAT:

WHEREAS, on February 12, 2002, the Issuer issued its Public School Bonds,
Series 2002, in the original aggregate principal amount of $27,800,000, of which $13,620,000 is
presently outstanding (the "Prior Bonds”);

WHEREAS, the Issuer has determined to issue its Public School Refunding Bonds,
Series 2012 (the "Refunding Bonds"), pursuant to a Resolution and Order adopted and entered
on January 23, 2012 (the "Resolution"), and contemporancously therewith, legally defease the
Prior Bonds by applying proceeds of the Refunding Bonds, together with certain moneys
currently on deposit with the Escrow Agent in a Debt Service Account and in a Surplus
Collections Account from tax levies imposed in connection with the Prior Bonds ("Issuer's
Funds") to the purchase of obligations of the United States government to be deposited, together
with certain cash amounts, in the Escrow Fund herein described;

WHEREAS, the Commission, as Escrow Agent, will cause to be purchased on
behalf of the Issuer, with such Refunding Bonds proceeds and Issuer's Funds, certain United
States Treasury Obligations, State and Local Government Series (the "Government Securities")
described in EXHIBIT A attached hereto;

WHEREAS, the Government Securities, plus residual cash amounts in the Escrow
Tund, shall be in such principal amount and mature and bear interest at such rates and shall be
payable at such times and in such amounts as to insure the payment, when due, of the principal
of and interest on the Prior Bonds to and including May 1, 2012, and on such date (the
"Redemption Date") to pay the remaining principal amount thereof together with the premium
thereon, being $11,721,050 (the "Redemption Price");

WHEREAS, the Issuer has found it desirable to appoint the Commission as Escrow
Agent and the Commission has agreed to such appointment for the purposes of holding title, as
agent for the Issuer, to the Government Securities, receiving payments of the principal thereof
and interest thereon when due, disbursing to the Registered Owner of the Prior Bonds, on the
appropriate dates, the amounts necessary to pay the principal of and interest on the Prior Bonds
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as the same become due and on the Redemption Date, to pay the Redemption Price thereof, and
holding and investing and reinvesting any cash balances which may at any time not be needed
for immediate disbursement; and

WHEREAS, all capitalized terms used herein and not otherwise defined herein shall
have the meanings set forth in the Resolution;

NOW, THEREFORE, in consideration of the mutual agreements contained herein,
and in order further to secure payment of the Prior Bonds, as heretofore provided, the parties
hereto mutually undertake, promise and agree for themselves, their respective representatives,
successors and assigns, as follows:

1. Creation of Escrow Fund. There is hereby created and established with the
Escrow Agent, to be maintained in a separaie and discrete deposit account, an irrevocable trust
fund to be known as the Escrow Fund, to be held in the custody of the Escrow Agent, separate
and apart from all other funds of the Issuer and the Escrow Agent. The deposit of securities or
moneys in the Escrow Fund shall constitute an irrevocable deposit of said securities or moneys in
trust for, and such moneys and securities, shall be applied, except as otherwise provided herein,
solely to the payment of the principal of and interest on the Prior Bonds and on the Redemption
Date, to pay the Redemption Price thereof, all in accordance with paragraph 4 hereof.

2. Creation of Special Surplus Account. In addition to the Escrow Fund, there is
hereby created and established with the Commission a special account separate and apart from
the Escrow Fund, hereby designated the "Special Surplus Account."

3. Deposits to Escrow Fund. Concurrently with the delivery of the Refunding
Bonds, the [ssuer and the Escrow Agent shall cause Refunding Bonds proceeds in the amount of
$11,721,050.00, together with Issuer’s Funds in the amount of $2,336,832.50 (total of
$14,057,882.50) to be deposited in the Escrow Fund, and thereupon $14,057,882 to be applied
to the purchase of the Government Securities and to hold the remaining $.50 as cash, uninvested,
in the Escrow Fund. Maturing principal and interest of the Government Securities, together with
the uninvested cash in the Escrow Fund, if any, shall be applied solely to the payment, when due,
of the principal of and interest on the Prior Bonds and on the Redemption Date, to pay the
Redemption Price thereof. The Government Securities and the uninvested cash in the Escrow
Fund, will be sufficient to pay, when due, the principal of and interest on the Prior Bonds and to
pay the Redemption Price on the Redemption Date. The Issuer hereby authorizes and directs the
Escrow Agent to purchase the Government Securities.

4.  Application of Escrow Fund.  The Escrow Agent, without further
authorization from the Issuer, shall transfer from the Escrow Fund and pay directly to the
Registered Owner of the Prior Bonds, in immediately available funds on May 1, 2012, the
principal of and interest on the Prior Bonds then becoming due, and on the Redemption Date, an
amount sufficient to pay the Redemption Price. Any earnings on the investments in the Escrow
Fund which are not needed to pay the principal of and interest on the Prior Bonds as the same
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becomes due and payable and to pay the Redemption Price of the Prior Bonds on the
Redemption Date shall be transferred by the Paying Agent to the Debt Service Account for the
Refunding Bonds and thereupon applied to the payment of debt service on the Refunding Bonds
until the termination of this Escrow Agreement pursuant to the terms hereof.

Moneys in the Escrow Fund shall, and the Escrow Agent agrees such moneys will,
be used solely for the purpose as above described and the deposit of such moneys into the
Escrow Fund shall be irrevocable (with the exception of the transfers to the Debt Service
Account for the Refunding Bonds and the transfers upon the termination of this Agreement
herein described), and the Escrow Agent agrees it will not surrender or otherwise atiempt to
redeem or otherwise negotiate the investments in the Escrow Fund, except as they shall come
due, unless such redemption or negotiation shall be in connection with the purchase of other
securities permitted by the laws of the State of West Virginia, and the Escrow Agent shall have
received (a) the written request of the Issuer for such purchase and setting forth the procedures to
be followed, (b) an opinion by an independent certified public accountant (the "Accountant”) that
after such reinvestment the principal amount of the substituted securities, together with any
beginning cash balance that is being held uninvested, will be sufficient to make the payments
described in the first paragraph of this Section 4, and (c¢) an unqualified opinion of nationally
recognized bond counsel (acceptable to the Issuer) familiar with the transactions contemplated
by this Escrow Agreement to the effect that (i) such reinvestment will not cause the Prior Bonds
or the Refunding Bonds to be "arbitrage bonds" within the meaning of Section 148 of the
Internal Revenue Code of 1986, as amended (the "Code") or the regulations in effect thereunder
and applicable to the Prior Bonds or the Refunding Bonds, and (ii} such reinvestment complies
with the Constitution and laws of the State of West Virginia and the provisions of all relevant
documents relating to the issuance of the Prior Bonds. Subject to the foregoing requirements for
the use of the Escrow Fund and the moneys and investments therein, the Issuer covenants and
agrees that the Escrow Agent shall have full and complete control and authority over and with
respect to the Escrow Fund and moneys and investments therein and that the Issuer shall not
exercise any control or authority over and with respect to the Escrow Fund and the moneys and
investments therein.

5. Deposit to Special Surplus Account. Concurrently with the delivery of the
Refunding Bonds, funds on deposit with the Commission in the Surplus Collections Account for
the Prior Bonds on the Closing Date in the amount of $906,0060 shall, on the Closing Date, or as
soon thereafter as practical, be paid by check from the Escrow Agent to the Issuer and applied by
the Issuer solely to payment of costs of capital improvements, repairs or replacements to school
facilities in Berkeley County School District, which were specified in the bond referendum
approved by the voters of Berkeley County, West Virginia, on September 29, 2001. Such funds
to be released to the Issuer are not available for or pledged to the payment of debt service on the
Refunding Bonds.

Funds on deposit in the Surplus Collections Account for the Prior Bonds on the
Closing Date in the amount of $569,168.42 shall be transferred on the Closing Date to the
Special Surplus Account and shall be available, if needed, to pay the principal of and interest on
the Refunding Bonds coming due on November 1, 2012, and thereafter, as set forth below, and
shall not be used for any other purpose until May 15, 2013. On or after May 15, 2013, the Issuer
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shall review the balances in the Debt Service Account and Surplus Collection Account for the
Refunding Bonds, and, upon determination in writing by the Issuer that sufficient reserves are on
hand at the Bond Commission, the Issuer may withdraw a portion of the Special Surplus Account
deposit so as to leave a balance therein of not less than $284,584.21. On or after May 15, 2014,
the Issuer shall again review the balances on deposit in the Debt Service Account and Surplus
Collection Account for the Refunding Bonds, and, upon determination in writing by the Issuer
that sufficient funds are on hand at the Commission, the Issuer may withdraw all or any portion
of the Special Surplus Account balance. All such funds withdrawn from the Special Surplus
Account and not applied to the paying of debt service on the Refunding Bonds shall be applied
solely by the Issuer to payment or repayment of costs of capital improvements, repairs or
replacements for school facilities in Berkeley County, West Virginia, which were specified in the
bond referendum approved by the voters of Berkeley County, West Virginia on September 29,
2001. Each withdrawal request of the Issuer shall be specifically authorized by resolution of the
Issuer. The Special Surplus Account shall be closed by the Commission when all the funds
therein have been withdrawn or used to pay debt service as provided in this section.

6. Lien of Prior Bonds. The holders of the Prior Bonds shall have an express
lien on all moneys and securities in the Escrow Fund until paid out, used and applied in
accordance with this Agreement.

7. Timing Inefficiencies. If, at any time, the Government Securities then held as
an investment in the Escrow Fund mature or payments are made thereon to the Escrow Agent or
the Escrow Agent otherwise holds or receives cash in advance of the time such cash is needed to
make payment on the Prior Bonds, such amounts shall be reinvested as provided in Section 4
hereof; provided that:

(a) such moneys shall be invested only in
Obligations of the United States of America which
mature not later than the date on which the funds
invested therein will be needed to make payments on the
Prior Bonds;

(b) such moneys shall be invested only in
Obligations of the United States of America which
mature in an amount, fogether with interest thereon, not
less than the full amount paid by the Escrow Agent to
acquire such investments; and

(c) the composite yield on such Obligations of
the United States of America may not exceed the yield
on the Refunding Bonds.

8.  Termination of This Escrow Agreement. This Escrow Agreement shall
terminate when the Prior Bonds have been discharged and cancelled in accordance with the
provisions hereof and the Commission shall have disbursed all funds then on deposit with the
Commission in accordance with the terms of this Agreement. If any Prior Bonds are not
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presented for payment when due and payable, funds for the payment of any nonpresented Prior
Bonds shall be held by the Escrow Agent in accordance with the terms hereof for a period of one
(1) year following the Redemption Date of such Prior Bonds and such funds shall thereafter be
released to the Issuer to be held by the Issuer in accordance with the unclaimed property laws of
the State of West Virginia. Any money or Government Securities held in the Escrow Fund
following the earlier of: (i) the payment in full of the Prior Bonds, or (ii) one (1) year following
the Redemption Date of the Prior Bonds, and which is not required for the payment of the
principal of and interest on any of the Prior Bonds shall be paid or transferred to the Issuer, or to
a third party at the Issuer's written direction.

9.  Earnings on Escrow Fund. Any earnings on the investments in the Escrow
Fund which are not needed to pay the principal of and interest on the Prior Bonds as the same
becomes due and payable and to pay the Redemption Price of the Prior Bonds on the
Redemption Date shall be transferred by the Paying Agent to the Debt Service Account for the
Refunding Bonds and thereupon applied to the payment of debt service on the Refunding Bonds
until the termination of this Escrow Agreement pursuant to the terms hereof.

10. Escrow Agent's Fees. The Issuer agrees to pay the Escrow Agent's reasonable
and customary administrative fees and to reimburse the Escrow Agent for its reasonable and
customary out-of-pocket expenses and reasonable fees of counsel incurred in connection with the
discharge by the Escrow Agent of its duties and responsibilities under this Escrow Agreement.
The Escrow Agent expressly waives any lien upon or claim against the moneys and investments
in the Escrow Fund. Under no circumstances shall the Escrow Agent have a lien on the Escrow
Fund for any charges, fees or expenses, and under no circumstances shall the Escrow Agent
make any claim against the Escrow Fund for any charges, fees or expenses. Earnings from
reinvestment proceeds described in Section 4 above may be used to pay Escrow Agent fees and
fees for the paying agent for the Prior Bonds. To the extent such earnings are insufficient for
such purposes, the Issuer will pay all Escrow Agent fees and fees of the paying agent for the
Prior Bonds.

11. Beneficiaries of This Escrow Agreement. This Escrow Agreement shall inure
to the benefit of and shall be binding upon the Issuer and the Escrow Agent and their respective
successors and assigns, subject to the provisions of this Escrow Agreement. In addition, this
Escrow Agreement shall constitute a third party beneficiary contract for the benefit of the
registered owners of the Prior Bonds. Said third party beneficiaries shall be entitled to enforce
performance and observance by the Issuer and the Escrow Agent of the respective agreements
and covenants herein contained as fully and completely as if such third party beneficiaries were
parties hereto. In the event the Escrow Agent is unwilling or unable fo continue to setve as
Escrow Agent, a successor Escrow Agent may be appointed by the Issuer which shall be any
national banking association or any state bank within the State of West Virginia which is an
institution insured by the Federal Deposit Insurance Corporation and which has trust powers.
Any bank into which such successor Escrow Agent may be merged or with which it may be
consolidated or any bank resulting from any merger or consolidation to which it shall be a party
or any bank to which it may sell or transfer all or substantially all of its corporate trust business
shall, unless the Issuer disapproves in writing, be the successor Escrow Agent without the
execution of any document or the performance of any further act. In the event the Issuer
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disapproves of the successor Escrow Agent resulting from any of the events described above, the
Issuer shall immediately appoint any state bank or national banking association within the State
of West Virginia which is an institution insured by the Federal Deposit Insurance Corporation
and which has trust powers to be the successor Escrow Agent, whereupon such successor Escrow
Agent shall immediately succeed to the respective agreements and covenants hereunder.

12.  Insufficient Moneys or Investments in the Escrow Fund. The Escrow Agent
shall immediately notify the Issuer by registered, first-class mail, postage prepaid, whenever, for
any reason, the funds or accounts created pursuant to this Escrow Agreement plus the securities
and investments therein and interest on said securities and investments, as the same accrues, will
be insufficient to pay the principal of and interest on the Prior Bonds as required by the first
paragraph of Section 4 hereof. The Issuer shall promptly remit from legally available funds the
amount of such insufficiency to the Escrow Agent.

13. Examination of Records: Obligations and Responsibilities of Escrow Agent.

(a)  The Issuer shall have the right, at any time, to
examine all of the Escrow Agent's records regarding the
status of the funds or accounts created pursuant to this
Escrow Agreement, and the details of all income,
investments, redemptions and withdrawals therefrom
with respect to the funds or accounts created pursuant to
this Escrow Agreement. After the Prior Bonds have
been paid in full, the Tssuer shall obtain all records and
files relating to this Escrow Agreement from the Escrow
Agent. The Issuer shall keep all of such records and files
available for inspection for six years from such date the
Prior Bonds have been paid in full.

(b) The Escrow Agent shall be under no
obligation to inquire into or be in any way responsible
for the performance or nonperformance by the Issuer of
any obligation, or to protect any of the Issuer's rights
under any bond resolution or any of said Issuer's other
contracts with or franchises or privileges from any state,
county, municipality or other governmental agency or
with any corporation or individual, and the Escrow
Agent shall not be liable for any act done or step taken or
omitted by the Escrow Agent or any mistake of fact or
law or for anything which the Escrow Agent may do or
refrain from doing, except for its negligence or its willful
default in the performance of any obligation imposed
upon the Escrow Agent hereunder. The Escrow Agent
shall not be responsible in any manner whatsoever for
the recitals or statements contained herein, or in the Prior
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Bonds or any proceedings taken in connection therewith,
as they are made solely by the Issuer.

14.  Severability. If any one or mote of the covenants or agreements provided in
this Escrow Agreement on the part of the Issuer or the Escrow Agent to be performed should be
determined by a court of competent jurisdiction to be contrary to law, such covenant or
agreement shall be deemed and construed to be severable from the remaining covenants and
agreements herein contained and shall in no way affect the validity of the remaining provisions
of this Escrow Agreement.

15. Successors and Assigns. All of the covenants, promises and agreements in
this Escrow Agreement contained by or on behalf of the Issuer or the Escrow Agent shall bind
and inure to the benefit of their respective successors and assigns, whether or not so expressed.

16. Governing Law. This Escrow Agreement shall be governed by the applicable
law of the State of West Virginia.

17. Headings. Any headings preceding the text of the several Sections hereof
shall be solely for convenience of reference and shall not constitute a part of this Escrow
Agreement, nor shall they affect its meaning, construction or effect.

18. Counterparts. This Escrow Agreement may be executed in several
counterparts, all or any of which shall be regarded for all purposes as one original and shall
constitute and be but one and the same instrument.

19. Notices. Unless otherwise required herein, any notices, requests, complaints,
demands, communications or other papers shall be sufficiently given and shall be deemed given
when delivered or mailed by registered or certified mail, postage prepaid, addressed to the parties
as follows:

The Issuer: The Board of Education of the County of Berkeley
401 South Queen Street
Martinsburg, WV 25401

The Escrow Agent: West Virginia Municipal Bond Commission

1207 Quarrier Street, Suite 401
Charleston, West Virginia 25301

[Remainder of Page Intentionally Blank]
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IN WITNESS WIHEREOF, the parties hereto have each caused this Escrow

Agreement to be executed by their duly authorized officers as of the date first above written.

067600.00007

5928180

THE BOARD OF EDUCATION OF THE
COUNTY OF BERKELEY

By s
Its President

WEST VIRGINIA MUNICIPAL BOND
COMMISSION

By:
Its Executive Director




IN WITNESS WHEREOF, the parties hereto have each caused this Escrow
Agreement to be executed by their duly authorized officers as of the date first above written.

THE BCARD OF EDUCATION OF THE
COUNTY OF BERKELEY

By:
Its President

WEST VIRGINIA MUNICIPAL BOND
COMMISSION ...

"y

By: s
Its Executive Director

067600.00007
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EXHIBIT A — DESCRIPTION OF GOVERNMENT SECURITIES

[Attach Subscription Confirmation]
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DEPARTMENT OF THE TREASURY
BUREAU OF THE PUBLIC DEBT
PARKERSBURG, WV 26106-0396

SUBSCRIPTION CONFIRMATION

State and Local Government Series Securities

Treasury Case Number: 201200718

Program Type: Time Deposit

Issue Amount: $14,057,882.00

Issue Date: 02/09/2012

Owner Name: Berkeley County Board of Education
TIN: 55-8000297

Rafe Table Date: 02/01/2012

Stalus: Complete

Confirmation Date: 02/01/2012

Confirmation Time: 02:5$_PM EST




U.8. Treasury Securities
SL.GS Time Deposit
Subscription View

Issue information

Treasury Case 201200718
Number

Status Completa
Issue Date 02/09/2012
issue Amount $14,057,882.00
Rate Table Date 02/01/2012

Owner

Taxpayer 55-6000287
[dentification Number

Underlying Bond Berkeley Cly 02 Schools GO
Issue

Qwner Name Berkeley County Board of Education
Address Line 1 401 South Queen Street
Line 2
Line 3
City Martinsburg
State WV
Zip Code 25401
Contact Name James Butts, Treasurer
Telephone 304-267-3510
Fax
E-mail Sara.L.Boardman@wy.gov

Trustee
ABA Routing Number 011001234

Bank Reference
Number

Bank Name WV Municipal Bond Commission
Address Line 1 1207 Quarrier Street
Line 2 Suite 401
Line 3
City Charleston
State WV
Zip Code 25301
Contact Name Sara Boardman
Telephone 304-558-3571
Fax 304-558-1280
E-mail Sara.l.Boardman@wv.gov

Funds for Purchase
ABA Routing Number 0141001234
Bank Name WV Municipal Bond Commission
Contact Name Sara Beardman
Telephone 304-558-3971
Fax 304-558-1280
E-mail Sara.L.Boardman@wv.gov

OMB: No: 1535-0092
Date/Time: 02/01/2012 02:59 PM EST

Page: 10l 2




ACH Institutions & Instructions
ABA Routing Number 011001234

Bank Name WV Municipal Bond
Commission

Address Line 1 1207 Quarrier Street

Line Z Suite 401

Line 3
City Charleston

State WV
Zip Code 25301
Contact Name Sara Boardman
Telephone 304-658-3871

Fax 304.558-1280

E-mail Sara.l..Boardman@wv.gov

Subscriber
ABAJTIN 011001234
QOrganization Name West Virginia Municipal Bond Comrmission
Address Line 1 8 Capitol Street, Suite 500
tine 2
Line 3
City Charleston
State WV
Zip Code 25301
Contact Name Sara Beardman
Telephone 304-558-3971
Fax 304-558-1280
E-mail sbhoardman@state.wv.us

Viewers

ABAITIN | Organization

Name

No Viewers Assigned

Securities

Li.S. Treasury Securities
SLGS Time Deposit
Subscription View

ABA Routing Number 0611001234
Account Name WVBT

Account Number WVBF0015002
Account Type Checking

OMB: No; 1535-0092
DatefTime: 02/01/2012 02:59 PM EST

Page: 2 of 2

Security

Security Type
Number

Principal Amount

Interest Rate

Maturity Date

First Interest
Payment Date

Security
Description

1 Cofl $14.,057,882.00

0.040066000

04/30/2012




400 White Caks Boulevard Writer’s Contact Information
STEPTOE & Bridgeport, WV 26330
OHNSO N (304) 933-8000  (304) 9338183 Fax
} PLLC www.steptoe-johnson.com

ATTORNEYS AT LAW

February 9, 2012

Defeasance and Redemption of The Board of Education
of the County of Berkeley Public School Bonds,
Series 2002
Dated: February 1., 2002

United Bank, Inc.

Corporate Trust Services

Attn: Kathy Smith, Vice President
500 Virginia Street, East
Charleston, West Virginia 25392

Dear Ms. Smith;:

As bond counsel for The Board of Education of the County of Berkeley (the
"[ssuer"), we wish to advise you that on February 9, 2012 (the "Closing Date"), the Issuer
will deliver its Public School Refunding Bonds, Series 2012 (the "Bonds") to Crews &
Associates, Inc. (the "Purchaser"). Proceeds of the Bonds will be used to currently refund
the Issuer's Public School Bonds, Series 2002, dated February 1, 2002, originally issued in
the aggregate principal amount of $27,800,000 (the "Refunded Bonds"). United Bank, Inc.
is the Registrar and Paying Agent for the Refunded Bonds.

On the Closing Date, the Issuer will fund an Escrow Fund, pursuant to an
Escrow Agreement, dated February 9, 2012, by and between the Issuer and the
West Virginia Municipal Bond Commission (the "Commission”), as Escrow Agent. The
Escrow Fund will be funded with United States Treasury Obligations, State and Local
Government Series (“SLGS™) and uninvested cash, purchased or otherwise obtained from
the proceeds of the Bonds and funds currently on deposit with the Commission in
connection with the Refunded Bonds. The amounts deposited in the Escrow Fund will be
applied in accordance with the Escrow Agreement. The receipts from the SL.GS to be
purchased and retained in the Escrow Fund, together with any uninvested cash balances,
will be sufficient to pay the principal of and interest on the Refunded Bonds to and
including their first redemption date, being May 1, 2012, and on such date, to redeem the
remaining Refunded Bonds at a redemption price of 101% of the par amount.

As Registrar for the Refunded Bonds, you are hereby authorized and directed
to mail defeasance and redemption notices substantially in the form attached hereto, at the
times, to the addressees and otherwise in accordance with provisions of the Refunded
Bonds. Please send your invoice for such services to me and I will promptly forward it to
the Issuer for payment.

West Virginia ® Ohio e Kentucky ¢ Pennsylvania %%



United Bank, Inc.
February 9, 2012

Page Two
If you have any questions regarding the foregoing, please feel free to call me.
Very truly yours,
S Ay
Thomas L. Aman, Jr.
TLA

Copy of letter to:

Mr, Craig A. Griffith, Esquire

Mr. Robert Steptoe, Director

Mr, Manny P. Arvon, Superintendent

5938594



$11,570,000
THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY
PUBLIC SCHOOL REFUNDING BONDS, SERIES 2012

BOND PURCHASE AGREEMENT

January 26, 2012

The Board of Education of the County of Berkeley
401 South Queen Street
Martinsburg, WV 25401

Ladies and Gentlemen:

Crews & Associates, Inc. (the “Underwriter”), offers to enter into this Bond
Purchase Agreement (the “Purchase Agreement”) with The Board of Education of the
County of Berkeley (the “Board). This offer is made subject to acceptance and
execution of this Purchase Agreement by the Board prior to 11:59 p.m., local prevailing
time on the date hercof, or until withdrawn by the Underwriter upon written notice to the
Board as permitted herein, whichever shall occur earlier. Upon such acceptance and
approval, as evidenced by the signature of the President of the Board or the
Superintendent of the Berkeley County School District (the “District™) in the space
provided below, this Purchase Agreement shall be in full force and effect in accordance
with its terms and shall be binding upon the Board and the Underwriter.

All capitalized terms used in this Purchase Agreement and not otherwise
defined herein shall have the meanings set forth in the hereinafter described Resolution.

1. The Board of Education of the County of Berkeley, Public School
Refunding Bonds, Series 2012 (the “Bonds™) are being issued and applied, along with
other available funds, (i) to refund the Board’s Public School Bonds, Series 2002, issued
in the original principal amount of $27,800,000 (the “Refunded Bonds™); and (ii) to pay
costs of issuance of the Bonds and related costs.

The Bonds shall be as described in, and shall be issued and secured under
and pursuant to the provisions of a Resolution of the Board adopted on January 23, 2012,
as supplemented by the Board’s Certificate of Determinations, dated as of the date hereof
(the “Resolution”). The Resolution shall be substantially in the form previously
submitted to the Underwriter with such changes and amendments as the Board’s and
Underwriter’s counsel shall approve.

Upon the terms and conditions and upon the basis of the representations
and warranties set forth in this Purchase Agreement, the Underwriter agrees to purchase
from the Board, and the Board agrees to sell to the Underwriter, the Bonds, at an
aggregate purchase price of $11,805,506.30 ($11,570,000 minus Underwriter’s Discount
of $92,560.00 plus a net original issue premium of $328,066.30 (consisting of an original
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issue premium of $346,485.70 less an original issue discount of $18,419.40)). The Bonds
shall mature on the dates and in the amounts, and shall bear interest from their date (cach
an “Interest Payment Date™), until maturity and payment on such date is provided for,
payable semiannually on May | and November 1 of each year, commencing November 1,
2012, as more fully described on Exhibit A-1 attached hereto and incorporated herein by
reference.

The Underwriter agrees to make a bona fide public offering of the Bonds at
the initial offering prices as set forth in the Official Statement (as hereinafter defined) and
in Exhibit A-1, which prices may be changed from time to time by the Underwriter.

2. Concurrently with the acceptance of this Purchase Agreement by the
Board, the Board shall deliver or cause to be delivered to the Underwriter two copies of
the Official Statement relating to the Bonds, substantially in the form of the Preliminary
Official Statement dated January 24, 2012 (the “Preliminary Official Statement™) and
prior to delivery of the Bonds, seven copies of the Official Statement (the “Official
Statement™) dated the date of this Purchase Agreement, signed on behalf of the Board by
its President as requested below.

3. The Official Statement has been approved for distribution by the
Resolution, The Board authorizes the use of copies of the Official Statement and the
Resolution in connection with the public offering and sale of the Bonds.

On January 24, 2012, the Board delivered to the Underwriter the
Preliminary Official Statement and the Underwriter received a certificate from the Board
which deemed the Preliminary Official Statement “final’ within the meaning of clause
(b}(1) of Rule 15¢2-12 (“Rule 15¢2-12”) under the Securities and Exchange Act of 1934
(17 CF.R. § 240.15¢2-12) and Rule G-32 and all other rules of the Municipal Securities
Rulemaking Board. The Board shall deliver or cause to be delivered to the Underwriter,
after the acceptance by the Board of this Purchase Agreement, and within the time
required by Rule 15¢2-12, an adequate number of copies of the Official Statement.

Unless otherwise notified in writing by the Underwriter on or prior to the
date of Closing, the “End of the Underwriting Period” for the Bonds for all purposes of
Rule 15¢2-12 is the date of the Closing, as hereinafter defined. In the event such notice is
given in writing by the Underwriter, the Underwriter agrees to notify the Board in writing
following the occurrence of the End of the Underwriting Period for the Bonds as defined
in Rule 15¢2-12.

The Board covenants and agrees that if, after the date of this Purchase
Agreement and until after the End of the Underwriting Period (as determined above), any
event shall occur of which the Board has actual knowledge as a result of which it is
necessary to amend or supplement the Official Statement to make the Official Statement
not misleading in any material respect in light of the circumstances then existing, or if it
is necessary to amend or supplement the Official Statement to comply with law, to notify
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the Underwriter (and for the purposes hergof to provide the Underwriter with such
information as they may from time to time reasonably request), and to cooperate in the
preparation of a reasonable number of copies of either amendments or supplements to the
Official Statement (in form and substance satisfactory to the Underwriter and its counsel)
at the expense of the Board so that the Official Statement as so amended and
supplemented will not contain an untrue statement of a material fact or omit to state a
material fact necessary to make the statements therein, in light of the circumstances
existing at the time the Official Statement is delivered to a purchaser, not misleading in
any material respect.

For the purposes of this paragraph and for only so long as required by this
paragraph, the Board will furnish such information with respect to itself as the
Underwriter from time to time may reasonably request. The Underwriter hereby agrees
that it will deposit or cause to be deposited with EMMA a copy of the Official Statement
at or prior to the time contemplated by Rule 15¢2-12.

The Underwriter acknowledges and agrees that any liability of the Board
that may arise from its representations and agreements made in this paragraph 3 shall be
limited to the proceeds of the Bonds (provided that the foregoing shall not be deemed to
prevent the Underwriter or the Board from seeking to enforce such agreements).

4. At 10:00 a.m. prevailing time, on February 9, 2012, or such other
dates as shall be agreed upon by the parties to this Purchase Agreement (the “Closing”),
the Board will deliver or cause to be delivered to the Underwriter, (a) the Bonds in the
form of one certificate for each maturity fully registered in the name of CEDE & CO., as
registered owner and nominee of The Depository Trust Company, New York, New York
(“DTC”), duly executed by the Board and authenticated by the Registrar, and (b) at such
other place as we mutually agree upon, will deliver to the Underwriter the other
documents required in this Purchase Agreement and by the Resolution. Upon such
delivery of the Bonds, the Underwriter will accept such delivery and pay the purchase
price therefor, plus any accrued interest thereon, in immediately available funds to the
order of Branch Banking and Trust Company, as Depository Bank (the “Depository
Bank™), for the account of the West Virginia Municipal Bond Comimission, as Escrow
Agent, hereinafter defined. Such delivery shall be made at DTC, with the payment and
other requisite actions to be taken at the place designated by the parties to this Purchase
Agreement. The respective Bonds shall be made available to the Underwriter at DTC at
least forty-eight (48) hours before the Closing for the purpose of inspection and
packaging; provided that if DTC Fast delivery is used, then the Bonds shall be made
available to the Registrar by 4:00 p.m. on the date of Closing. The Board also agrees that
it shall deliver to The Depository Trust Company the letter of representations, in the form
required by The Depository Trust Company (the “DTC Letter of Representations™) at the
time required by The Depository Trust Company.

5. The Board represents and warrants to the Underwriter and agrees
that:
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(a) The Board is duly organized and validly existing as a public
corporation of the State of West Virginia authorized to administer the county school
district pursuant to Chapter 18, Article 5 of the Code of West Virginia, 1931, as amended
(the “Act”);

(b)  The Board shall have complied and will comply at the Closing in all
respects with all applicable statutes and laws, including the Act;

(¢)  The Board has full legal right, power and authority to issue bonds for
purposes provided in the Resolution and to enter into this Purchase Agreement, to adopt
the Resolution and to issue, sell and deliver the Bonds to the Underwriter as provided
herein and to carry out and consummate all other transactions contemplated by each of
the aforesaid documents;

(d)  The Board shall on or before the Closing have entered into an
Escrow Agreement dated as of the date of the Bonds (the “Escrow Agreement”) by and
between the Board and the West Virginia Municipal Bond Commission (the “Escrow
Agent” or “Paying Agent”), pursuant to which an escrow fund (the “Escrow Fund™) shall
be created. The Escrow Fund is to be held by the Escrow Agent in trust for the payment
of the accruing principal and interest on the Refunded Bonds on May 1, 2012, and to pay
the redemption price of the Refunded Bonds on May 1, 2012, and for the benefit of the
holders thereof. The Escrow Fund is to be invested as described in the Escrow
Agreement;

(¢) The cash deposited in the Escrow Fund, and the income to be derived
from the investment thereof shall be sufficient to defease the Refunded Bonds described
in the Escrow Agreement and the liens of the resolutions authorizing such bonds, all in
accordance with the provisions of Chapter 13, Article 2 of the Code of West Virginia,
1931, as amended (the “Refunding Act”);

(f)  The information contained in the Preliminary Official Statement
dated January 24, 2012, and in the Official Statement, is and, as of the Closing Date will
be true and does not contain and will not contain any untrue statement of a material fact
and does not omit and will not omit to state a material fact necessary in order to make the
statements made, in light of the circumstances under which they were made, not
misleading;

(g) At the time of the Board’s acceptance hereof and (unless an event
occurs of the nature described in subparagraph (i)) at all times during the period from the
date of this Purchase Agreement to and including the date which is twenty-five (25) days
following the End of the Underwriting Period for the Bonds (as determined in accordance
with subparagraph (i) hereof), the Official Statement does not and will not contain any
untrue statement of a material fact or omit to state a material fact necessary to make the
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statements therein, in the light of the circumstances under which they were made, not
misleading;

(h) If the Official Statement is supplemented or amended pursuant to
subparagraph (i) at the time of each supplement or amendment thereto and (unless
subsequently again supplemented or amended pursuant to such subparagraph) at all times
during the period from the date of this Purchase Agreement to and including the date
which is twenty-five (25) days following the End of the Underwriting Period for the
Bonds (as determined in accordance with subparagraph (i) hereof), the Official Statement
as so supplemented or amended, will not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading;

(i) If during the period from the date of this Purchase Agreement to and
including the date which is twenty-five (25) days following the End of the Underwriting
Period for the Bonds (as determined in accordance with subparagraph (k) hereof) any
event shall occur which might or would cause the Official Statement, as then
supplemented or amended, to contain any untrue statement of a material fact necessary to
make the statements therein, in the light of the circumstances under which they were
made, not misleading, the Board shall notify the Underwriter of any such event of which
it has knowledge and, if in the opinion of the Underwriter such event requires the
preparation and publication of a supplement or amendment to the Official Statement, the
Board will prepare and furnish to the Underwriter (i) a reasonable number of copies of
the supplement or amendment to the Official Statement in form and substance approved
by the Board and acceptable to the Underwriter, and (ii) if such notification shall be
subsequent to the Closing, such legal opinion, certification, instruments and other
documents as the Underwriter may recasonably deem necessary to evidence the truth and
accuracy of such supplement or amendment to the Official Statement;

(j)  Prior to the Board’s acceptance hereof, the Board delivered to the
Underwriter copies of the Preliminary Official Statement which the Board deemed final
(for purposes of Rule 15¢2-12 under the Securities Exchange Act of 1934) as of the date
thereof; provided, however, that in making the representation and warranty contained in
this paragraph (j) the Board shall not be deemed to have made any additional
representation or warranty as to the Preliminary Official Statement other than the
representation and warranty contained in paragraph (e);

(k) For purposes of this Purchase Agreement, the End of the
Underwriting Period for the Bonds shall mean the earlier of (a) the day of the Closing
unless the Board has been notified in writing by the Underwriter, on or prior to the day of
the Closing, that the “end of the underwriting period” for the Bonds for all purposes of
Rule 15¢2-12 of the Securities and Exchange Commission promulgated under the
Securities Exchange Act of 1934 (the “Rule”) will not occur on the day of the Closing, or
(b) the date on which notice is given to the Board by the Underwriter in accordance with
the following sentence. In the event that the Underwriter has given notice to the Board
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pursuant to clause (a) above that the “end of the underwriting period” for the Bonds will
not occur on the day of the Closing, the Underwriter agrees to notify the Board in writing
as soon as practicable following the "end of the underwriting period" for the Bonds for ali
purposes of the Rule;

(I) At or prior to the Closing, the Board shall have duly authorized,
executed and delivered a written continuing disclosure undertaking (an “Undertaking™)
which complies with the provisions of Rule 15¢2-12(b)(5) and which shall be
substantially in the form described in the Preliminary Official Statement;

(m) The Board has duly authorized all necessary action to be taken by
you for: (1) the issuance and sale of the Bonds upon the terms set forth herein, in the
Resolution and in the Official Statement; (2) the execution and delivery of the Resolution
and the Undertaking; (3) the approval of the Official Statement and the execution of the
Official Statement by the President of the Board or the Superintendent of the District; (4)
the execution, delivery, receipt and due performance of this Purchase Agreement, the
Bonds, the Undertaking, the Resolution, the Escrow Agreement and any and all such
other agreements and documents as may be required to be executed, delivered and
received by the Board in order to carry out, give effect to and consummate the
transactions contemplated hereby and by the Official Statement; and (5) the carrying out,
giving effect to and consummation of the transactions contemplated hereby and by the
Resolution and the Official Statement; '

(n)  When delivered to and paid for by the Underwriter in accordance
with the terms of this Purchase Agreement, the Bonds will have been duly authorized,
executed, authenticated, issued and delivered and will constitute valid and binding
general obligations of the Board payable from the ad valorem taxes levied upon all
taxable property within the District and moneys pledged therefor under the Resolution
and will be entitled to the benefit of the Resolution;

(0)  There is no action, suit, proceeding, inquiry or investigation at law
or in equity or before or by any court, public board or body pending or, to our knowledge,
threatened against or affecting the Board (or, to our knowledge, any basis therefor)
wherein an unfavorable decision, ruling or finding would adversely affect the transactions
contemplated hereby or by the Official Statement or the validity of the Bonds, the
Resolution, the Undertaking, this Purchase Agreement, the Escrow Agreement or any
agreement or instrument to which you are a party and which is used or contemplated
hereby or by the Official Statement or the validity of the Bonds, the Resolution, this
Purchase Agreement, the Undertaking, the Escrow Agreement or any agreement or
instrument to which you are a party and which is used or contemplated for use in the
consummation of the transactions contemplated hereby or by the Official Statement;

(p)  The execution and delivery of the Official Statement, this Purchase
Agreement, the Bonds, the Undertaking, the Resolution, the Escrow Agreement and the
other agreements contemplated hereby and by the Official Statement, and compliance
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with the provisions thereof, will not conflict with or constitute on the Board's part a
breach of or a default under any existing law, court or administrative regulation, decree or
order or any agreement, indenture, mortgage, lease or other instrument to which the
Board is subject or by which the Board is or may be bound, and to our knowledge all
consents, approvals, authorizations and orders of governmental or regulatory authorities
which are required for the consummation of the transactions contemplated thereby have
been obtained;

(q)  All financial statements of the Board included as a part of the
Preliminary Official Statement and the Official Statement (the “Financial Statements”),
fairly present the financial condition of the Board as of the respective dates and have
been prepared when so indicated in accordance with generally accepted accounting
principles consistently applied and since the respective most recent dates as of which
information is given in the Preliminary Official Statement or the Official Statement, there
has not been any material change in the long-term debt of the Board or any material
adverse change in the general affairs, management, financial position, or results of the
Board and no material transactions or obligations other than in the ordinary course of
business have been entered into with respect to the Board, except as reflected in or
contemplated by the Official Statement; and

(r) Any certificate signed by the President or any of the Board’s
authorized officers and delivered to the Underwriter shall be deemed a representation and
warranty by the Board to the Underwriter as to the statements made therein.

6. The Underwriter has entered into this Purchase Agreement in
reliance upon the representations and agreements of the Board made herein. The
Underwriter’s obligations under this Purchase Agreement are and shall be subject to the
following further conditions:

(a) At or prior to the time of the Closing, the Resolution, the Escrow
Agreement and the Undertaking, as approved by the Underwriter or its counsel, shall
have been approved by the appropriate parties, shall have been duly executed,
acknowledged, sealed and delivered, shall be in full force and effect and shall not have
been amended, modified or supplemented, except as therein permitted or as may have
been agreed to in writing by the Underwriter;

(b)  The Underwriter shall have the right to cancel their obligations
hereunder to purchase the Bonds (such cancellation shall not constitute a default
hereunder) by notifying the Board in writing of their election to do so between the date
hereof and the Closing Date, if at any time hereafter and prior to the Closing Date:

(i)  Any legislation, rule or regulation shall be introduced in, or
enacted by, the United States House of Representatives or the United States Senate or any
committee thereof, or a decision by a court established under Article IIf of the
Constitution of the United States of America shall be rendered, or a ruling, regulation or
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order of the Treasury Department of the United States shall be made or proposed, which,
in the Underwriter's reasonable opinion, materially adversely affects the market price of
the Bonds;

(i)  Any legislation, Resolution, rule or regulation shall be
introduced in or enacted by any governmental body, department or agency of the State of
West Virginia or political subdivision thereof, or a decision by any court of competent
jurisdiction within the State of West Virginia shall have been rendered which, in the

Underwriter’s reasonable opinion, materially adversely affects the market price of the
Bonds;

(ili) A stop order, ruling, regulation or official statement by, or on
behalf of, the Securities and Exchange Commission or any other government agency
having jurisdiction of the subject matter shall be issued or made to the effect that the
issuance, offering for sale of obligations of the general character of the Bonds, or the
issuance, offering or sale of the Bonds, including all the underlying obligations, as
contemplated hereby or by the Official Statement, is in violation of any provisions of the
Securities Act of 1933, as amended and as then in effect, or the registration provisions of
the Securities and Exchange Act of 1934, as amended and as then in effect, or the
qualification provisions of the Trust Indenture Act of 1939, as amended and as then in
effect;

(iv)  Any event shall have occurred or information become known
which, in the Underwriter’s reasonable opinion, makes untrue in any material respect any
statement or information contained in the Preliminary Official Statement or the Official
Statement or the Underwriter shall have determined that the Preliminary Official
Statement or the Official Statement contains an untrue statement of a material fact or
omits to state a material fact necessary in order to make the statements made, in light of
the circumstances under which they were made, not misleading;

(v) A general banking moratorium shall have been established by
Federal, New York State or West Virginia authorities;

(vi)  In the reasonable opinion of the Underwriter, the market price
of the Bonds, or the market price generally of obligations of the general character of the
Bonds, has been adversely affected because (1) additional material restrictions not in
force as of the date hereof shall have been imposed upon trading in securities generally
by any governmental authority or by any national securities exchange, (2) the New York
Stock Exchange, other national securities exchange or any governmental authority shall
have imposed as to the Bonds or similar obligations any material restrictions not now in
force, or increased materially those now in force, with respect to the extension of credit
by, or the charge to the net capital requirements of, the Underwriter, or (3) war or any
outbreak of hostilities or other national or international calamity or crisis shall have
occurred or any armed conflict shall have occurred or escalated to such a magnitude as in
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the reasonable opinion of the Underwriter to have a materially adverse effect on the
ability of the Underwriter to market the Bonds;

(vii) The marketability of the Bonds or the market price thereof, in
the opinion of the underwriter, has been materially and adversely affected by disruptive
events, occurrences or conditions in the securities or debt markets;

(viii) There shall have occurred or any notice shall have been given
of any intended downgrading, suspension, withdrawal or negative change in credit watch
status by any national rating service to any of the Board’s obligations; or

(ix)  There shall have been any materially adverse change in the
affairs of the Board; and

(¢) At or prior to the Closing, the Underwriter and the Board shall
receive the following documents, in each case in form and substance satisfactory to us
and our counsel:

(1)  The unqualified approving opinions, dated as of the Closing
Date, of Steptoe & Johnson PLLC, Charleston, West Virginia, Bond Counsel, in the
forms attached as Appendix C to the Official Statement accompanied by a supplementary
opinion of Bond Counsel, dated as of the Closing Date, substantially in the forms
attached hereto as Exhibit B;

(2)  The opinion of Laura L. Sutton, Esq., Martinsburg, West
Virginia, Counsel to the Board, dated as of the Closing Date and addressed to the
Underwriter and the Board, in the forms attached hereto as Exhibit C;

(3) The opinion of Jackson Kelly PLLC, Charleston, West
Virginia, counsel for the Underwriter, dated as of the Closing Date, substantially in the
forms attached hereto as Exhibit D;

(4) A certificate of the Escrow Agent dated as of the Closing
Date, to the effect that (a) the Escrow Agent has the authority to act as Escrow Agent and
for and in connection with the Refunded Bonds and has requisite powers to carry out its
duties under the Fscrow Agreement; and (b) the Escrow Agreement has been duly and
validly authorized, executed and delivered by the Escrow Agent, and assuming due
authorization, execution and delivery thereof by the Board and Paying Agent, the Escrow
Agreement constitutes a valid and legally binding obligation of the Escrow Agent,
enforceable in accordance with its terms;

(5) A certificate of the President of the Board or any other of
your duly authorized officers, satisfactory to the Underwriter, dated as of the Closing, to
the effect that: (i) you have duly performed all of your obligations to be performed at or
prior to the Closing and that each of your representations and warranties contained herein
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are true as of Closing, (ii) you have authorized, by all necessary action the execution,
delivery, receipt and due performance of the Bonds, the Undertaking, the Resolution, the
Escrow Agreement and any and all such other agreements and documents as may be
required to be executed, delivered and received by you in order to carry out, give effect to
and consummate the transactions contemplated hereby and by the Official Statement, (1i1)
to your knowledge no litigation is pending, or to your knowledge threatened, to restrain
or enjoin the issuance or sale of the Bonds or in any way affecting any authority for or the
validity of the Bonds or the Resolution, (iv) the execution, delivery, receipt and due
performance of the Bonds, the Undertaking, the Resolution and the other agreements
contemplated hereby and by the Official Statement under the circumstances contemplated
thereby and your compliance with the provisions thereof will not conflict with or consti-
tute on your part a breach of or a default under any existing law, court or administrative
regulation, decree or order or any agreement, indenture, morigage, lease or other
instrument to which you are subject or by which you are or may be bound;

(6) Copies of this Purchase Agreement and the Escrow
Agreement executed by the parties thereto;

(7)  Executed copies of the Undertaking described in paragraph
5(1), in form and substance satisfactory to the Underwriter and counsel to the
Underwriter;

(8) A certificate of the Board executed by an authorized officer
thereof, dated the Closing Date and in form and substance satisfactory to the Underwriter
and counsel to the Underwriter, to the effect that the Board is obligated by such
Undertaking and is in full compliance with all of its prior written continuing disclosure
undertakings entered into pursuant to the provisions of Rule 15¢2-12(b)(3);

(9)  The Resolution, certified by the Secretary under the seal of
the Board, as having been duly adopted by the Board and as being in full force and effect,
with only such amendments, modifications or supplements as may have been agreed to
by the Underwriter;

(10) Evidence of an “AA” rating from Standard & Poor’s;

(11) The approving opinion of Bond counsel or a reliance opinion
from Bond Counsel providing that the Underwriter may rely on the Bond Counsel
Opinion;

(12) An executed copy of Internal Revenue Service Form 8038-G;

(13) Evidence that the Board has adopted a formal post issuance
policy sufficient to allow the Board to check boxes 43 and 44 on Form 8038-G; and
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(14) Such additional legal opinions, certificates, proceedings,
instruments and other documents as the Underwriter or Bond Counsel may reasonably
request.

If the Board shall be unable to satisfy or cause to be satisfied the conditions
to the Underwriter’s obligations in this Purchase Agreement or if the Underwriter’s
obligations shall be terminated for any reason permitted by this Purchase Agreement, this
Purchase Agreement shall terminate and the Underwriter and the Board shall not have
any further obligations, claims or rights hereunder. However, the Underwriter may in its
discretion waive in writing one or more conditions imposed by this Purchase Agreement
for the protection of the Underwriter and proceed with the Closing.

7. The Underwriter shall be under no obligation to pay, and, if the
Bonds are issued, the Board shall pay or cause to be paid from the proceeds of the Bonds,
any fees and expenses incident to the performance of the Board’s obligations hereunder
including (i) all expenses in connection with the printing and distribution of the
Preliminary Official Statement, the Official Statement and any amendment or supplement
to either; (ii) all expenses in connection with the preparation, printing, issuance and
delivery of the Bonds; (iii) the fees and disbursements of Steptoe & Johnson PLLC, Bond
Counsel; (iv) the fees and disbursements of Laura L. Sutton, Esq., Counsel for the Board;
(v) rating agency fees; (vi) all advertising expenses in connection with the public offering
of the Bonds; (vii) the fees and disbursements of the Registrar; (viii) the fees and
expenses of Counsel to the Underwriter; (ix) the fees and expenses of the Escrow Agent
and Paying Agent, if any; and (x) all other expenses and cost (including the fees and
expenses of the Board) for the authorization, issuance, sale and distribution of the Bonds.

8. For so long as the Underwriter, or dealers or banks, if any,
participating in the distribution of the Bonds, are offering the Bonds which constitute the
whole or a part of their unsold participations, the Board will: (a) not adopt any
amendment of or supplement to the Official Statement to which, after having been
furnished with a copy, the Underwriter shall object in writing or which shall be
disapproved by Counsel for the Underwriter, unless, in the opinion of the Counsel to the
Board, such amendment or supplement is required to make the Official Statement not
misleading, and (b) if any event relating to or affecting the Board shall occur as a result
of which it is necessary, in the opinion of Bond Counsel or Counsel for the Underwriter,
to amend or supplement the Official Statement in order to make the Official Statement
not misleading in the light of the circumstances existing at the time it is delivered to a
purchaser, forthwith prepare and furnish to the Underwriter a reasonable number of
copies of an amendment or a supplement to the Official Statement (in form and substance
satisfactory to the Counsel for the Underwriter) which will amend or supplement the
Official Statement so that it will not contain an untrue statement of a material fact or omit
to state a material fact necessary in order to make the statements therein, in the light of
the circumstances existing at the time the Official Statement is delivered to a purchaser,
not misleading. The expense of preparing such amendment or supplement shall be borne
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by the Board. For the purposes of this paragraph, the Board will furnish such information
with respect to themselves as the Underwriter from time to time may request.

9. Neither the officials of the Board nor its employees shall be
personally liable for breach of any representation, agreement or warranty made by the
Board within this Purchase Agreement.

10.  Any notice or other communication to be given under this Purchase
Agreement may be given by delivering the same in writing as follows:

To the Board:

The Board of Education of the County of Berkeley
401 South Queen Street

Martinsburg, WV 25401

Attention: President

To the Underwriter:

Crews & Associates, Inc.
521 President Clinton Ave., Suite 800
Little Rock, AR 72201

11.  This Purchase Agreement is made solely for the benefit of the Board
and the Underwriter (including the successors or assigns of the Underwriter} and no other
person, partnership, association or corporation shall acquire or have any right hereunder
or by virtue hereof. All agreements of the Board in this Purchase Agreement shall remain
operative and in full force and effect regardless of any investigation made by or on behalf
of the Underwriter and shall survive the delivery of and payment for the Bonds.

12.  The Issuer acknowledges and agrees that (i) the purchase and sale of
the Bonds pursuant to this Purchase Agreement is an arm’s-length commercial
transaction between the Tssuer and the Underwriter; (ii) in connection with such
transaction, the Underwriter is acting solely as a principal and not as an agent or a
fiduciary of the Issuer; (iii) the Underwriter has not assumed a fiduciary responsibility n
favor of the Issuer with respect to the offering of the Bonds or the process leading thereto
(whether or not the Underwriter, or any affiliate of the Underwriter, has advised or is
currently advising the Issuer on other matters) or any other obligation to the Issuer except
the obligations expressly set forth in this Purchase Agreement, (iv) the Underwriter has
financial and other interests that differ from those of the Issuer; and (v) the Issuer has
consulted with its own legal and financial advisors to the extent it deemed appropriate in
connection with the offering of the Bonds.

13.  This Purchase Agreement may be executed in several counterparts,
each of which shall be an original and all of which shall constitute one instrument.
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14.  The approval of the Underwriter when required hereunder or the
determination of its satisfaction with any document referred to herein shall be in writing
signed by the Representative and delivered to the Board. This Purchase Agreement shall
become legally effective upon its acceptance by the Board, as evidenced by the signature
of the President of the Board in the space provided hereinafter therefor.
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Crews & Associates, Inc.

IAY
-

LN RS

Its: Director, Public Finance

This 26™ Day of January, 2012.

The Board of Education of the County of Berkeley

By:

Its: President of the Board
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Crews & Associates, Inc.

By: _
Its: Director, Public Finance

This 26™ Day of January, 2012.

The Board of Education of the County of Berkeley
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Maturity Amount
{(Mav 1)
2013 $2.165,000
2014 $2,270,000
2015 $2,320,000
2016 $2,385,000
2017 $2,430,000

102232632.2}

EXHIBIT A-1

Series 2012 Bonds
Coupon Price
2.000% 101.771%
2.000% 102.868%
3.000% 106.665%
2.000% 103.707%
1.100% 99.242%

A-1-1

Yield

0.550%
0.700%
0.900%
1.100%
1.250%

CUSIP

084239 FN7
084239 FP2
084239 FQO
084239 FRY
084239 FS6



EXHIBIT B-1

[SUPPLEMENTAL BOND COUNSEL OPINION OF STEPTOE & JOHNSON PLLC]
February 9, 2012

The Board of Education of the County of Berkeley
401 South Queen Street
Martinsburg, WV 25401

Crews & Associates, Inc.
521 President Clinton Ave., Suite 800
Little Rock, AR 72201

Re: $11,570,000 The Board of Education of the County of Berkeley
(West Virginia) Public School Refunding Bonds, Series 2012

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance and sale
by The Board of Education of the County of Berkeley (West Virginia) (the “Board”) of
its $11,570,000 aggregate principal amount of Public School Refunding Bonds, Series
2012 (the “Series 2012 Bonds™). In our capacity as Bond Counsel, we are delivering an
opinion of even date herewith concerning the legality and tax exempt status of the Series
2012 Bonds (the “Bond Opinion”). We have examined the documents and instruments as
described in the Bond Opinion, the Official Statement and such other documents and
matters as we have deemed necessary or appropriate to render this opinion. Words and
terms used in this opinion shall have the meanings ascribed thereto in the Bond Purchase
Agreement (the “Purchase Agreement”) dated January 26, 2012, between the Board and
Crews & Associates, Inc. (the “Underwriter”).

Based upon the foregoing, we are of opinion that:

(1)  The Purchase Agreement has been duly authorized, executed and
delivered by the Board, and, assuming due authorization, execution and delivery by the
other party thereto, is a legal, valid, binding and enforceable obligation of the Board
(except to the extent that enforceability may be limited by bankruptcy, msolvency or
other laws or equitable principles affecting creditors’ rights generally and to the exercise
of judicial discretion).

(2)  The Board, under the Act, has full power and authority to adopt the
Resolution, enter into the Escrow Agreement and the Purchase Agreement and perform
its obligations thereunder.
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(3) The Board has duly ratified the distribution of the Preliminary
Official Statement, the Official Statement has been duly approved, executed and
delivered by the Board, and the Board has authorized the distribution of the Official
Statement and the use thereof by the Underwriter in connection with the sale of the Series
2012 Bonds.

(4)  The statements and information contained in the Official Statement
under the captions or subcaptions “Introduction,” “The Bonds,” “Tax Matters,” “Legal
Matters,” and “Appendix C” do not contain any untrue statement of a material fact or
omit to state any material fact necessary to make such statements, in light of the
circumstances under which they were made, not misleading in any material respect.

(5)  The Series 2012 Bonds are exempt from registration pursuant to the
Securities Act of 1933, as amended, and the Resolution is exempt from qualification as
an indenture pursuant to the Trust Indenture Act of 1939, as amended.

(6) Based on the foregoing, we are of the opinion that the Series 2002
Bonds are deemed to have been paid and the covenants, agreements and other obligations
of the Board to the holders of the Series 2002 Bonds have been discharged and satisfied,
and that such refunding will not adversely affect the excludability of the interest on the
Series 2002 Bonds or the Series 2012 Bonds from gross income for federal income
taxation.

Very truly yours,
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EXHIBIT C-1

[LETTERHEAD OF LAURA L. SUTTON, ESQ. COUNSEL TO BOARD]
February 9, 2012

The Board of Education of the County of Berkeley
401 South Queen Street
Martinsburg, WV 25401

Crews & Associates, Inc.
521 President Clinton Ave., Suite 800
Little Rock, AR 72201

Re: $11,570,000 The Board of Education of the County of Berkeley
(West Virginia) Public School Refunding Bonds, Series 2012

Ladies and Gentlemen:

I have served as counsel to The Board of Education of the County of
Berkeley, West Virginia (the “Board™) in connection with the sale of the above-
referenced bonds (the “Series 2012 Bonds™), which are being delivered and sold pursuant
to a Bond Purchase Agreement dated as of January 26, 2012 (the “Purchase Agreement”),
between Crews & Associates, Inc. (the “Underwriter”™) and the Board. Any capitalized
terms used herein and not defined shall have the meaning ascribed thereto in the Purchase
Agreement.

In this connection, I have reviewed and examined certain proceedings and
documents with respect to the Series 2012 Bonds, any such records, certificates and other
documents as 1 have considered necessary or appropriate for the purposes of this opinion,
including Chapter 13, Article 2 of the Code of West Virginia, 1931, as amended (the
“Refunding Act”), the Resolution of the Board, the Escrow Agreement, the Purchase
Agreement, the Preliminary Official Statement dated January 24, 2012, and the Final
Official Statement dated January 26, 2012, with respect to the issuance and offering of
the Series 2012 Bonds (collectively, the “Official Statement”) and a closing certificate of
the Board. Based on such review and such other considerations of law and fact as I
believe to be relevant, I am of the opinion that:

1. The Board is a validly existing statutory corporation charged with
the supervision and control of the Berkeley County School District, which is a validly
existing political subdivision of the State of West Virginia, and is authorized by the
Refunding Act to issue and sell the Series 2012 Bonds. The Board is authorized by the
laws of the State of West Virginia, as provided by the Refunding Act, to enter into and
perform its obligations under the Resolution, the Escrow Agreement and the Purchase
Agreement.
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2. The Board has full power and authority to consummate all
transactions contemplated by the Series 2012 Bonds, the Purchase Agreement, the
Escrow Agreement and any and other agreements relating thereto, to which the Board is a

party.

3. The Board has duly authorized all action necessary to be taken by it
or on its behalf for (i) the execution and delivery of the Escrow Agreement and the
Purchase Agreement; (ii) the approval of the distribution of the Official Statement; (1ii)
the ratification of the actions of the Board and the issuance and delivery of the Series
2012 Bonds upon the terms set forth in the Resolution; and (iv) the carrying out, giving
effect to and consummation of the transactions contemplated thereby.

4. The Escrow Agreement and the Purchase Agreement have been duly
and validly authorized, executed and delivered by the Board and the same are in full force
and effect as of the date hereof and are valid and legally binding obligations of the Board,
enforceable against the Board in accordance with their respective terms, except to the
extent the enforceability thereof may be limited by bankruptcy, insolvency,
reorganization, moratorium or similar laws relating to or affecting creditors' rights
generally and to the exercise of judicial discretion.

5. The Resolution authorizing issuance of the Series 2012 Bonds has
been duly adopted and entered at meetings of the Board which were called and held
pursuant to law and in accordance with all applicable open meeting laws and at which a
quorum was present and acting at the time of such adoption.

6. The execution and delivery of the Escrow Agreemeni and the
Purchase Agreement by the Board and the performance of its obligations thereunder do
not and will not result in a violation of any provision of, or in default under, the West
Virginia statutes organizing and governing the Board or, to the best of my knowledge
after diligent inquiry and reasonable review of the Board's records, any agreement or
other instrument to which the Board is a party or by which it or its properties are bound.

7. All actions necessary to be taken by the Board have been taken, and
no additional approval, authorization, consent or other order of the Board or any public
board or body is legally required to allow the Board to enter into and perform its
obligations under the Escrow Agreement and the Purchase Agreement or as described in
the Official Statement.

8. The Board is not in violation of any provision of, or in default under,
West Virginia statutes organizing and governing the Board.

9. There are no legal or governmental actions, proceedings, inquiries or
investigations pending or threatened by governmental authorities or to which the Board is
a party or of which any property of the Board is subject, except as described in the
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Official Statement, which, if determined adversely to the Board, would individually or in
the aggregate (i) materially and adversely affect the validity or the enforceability of the
Series 2012 Bonds, the Escrow Agreement or the Purchase Agreement, (ii) otherwise
materially or adversely affect the ability of the Board to comply with its obligations under
the Escrow Agreement or the Purchase Agreement, or (iii) materially and adversely affect
the transactions contemplated by the Official Statement to be engaged in by the Board.

10. Based upon my experience as counsel to the Board and on my
review of the Official Statement, and after diligent inquiry, but without having
undertaken to verify the same through independent investigation, the statements and
information contained in the Official Statement under the captions or subcaptions
“Berkeley County School District,” “Certain Financial Information,” “Litigation in the
State Concerning the School Financing System,” “Litigation,” “Legal Matters,”
“Continuing Disclosure,” “Appendix A,” “Appendix B” and “Appendix E” do not
contain any untrue statement of a material fact or omit to state any material fact necessary
to make such statements, in light of the circumstances under which they were made, not
misleading in any material respect, it being understood, that in rendering such opinion I
express no opinion with respect to statistical data, financial statements, operating
statistics and other financial data in the Official Statement, including Appendix A thereto.

This opinion may be relied upon by all counsel to this transaction as if
specifically addressed to them.

I hereby consent to the references made to me in the Official Statement.

Very truly yours,
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EXHIBIT D-1

[LETTERHEAD OF JACKSON KELLY PLLC]
February 9, 2012

Crews & Associates, Inc.
521 President Clinton Ave., Suite 800
Little Rock, AR 72201
Re: $11,570,000 The Board of Education of the County of
Berkeley Public School Refunding Bonds, Series 2012

Ladies and Gentlemen:

We have acted as counsel to you (the “Underwriter”) in connection with the
issuance and sale by The Board of Education of the County of Berkeley (the “Board”) of
its Public Schoo! Refunding Bonds, Series 2012 (the “Series 2012 Bonds™) in the
aggregate principal amount of $11,570,000. In connection with rendering this opinion,
we have examined the Official Statement dated January 26, 2012, the Bond Purchase
Agreement dated January 26, 2012 (the “Purchase Agreement”), the Continuing
Disclosure Agreement between you and the Board dated as of the Closing Date (the
“Undertaking”), and Rule 15¢2-12 of the Securities Exchange Commission promulgated
under the Securities Exchange Act of 1934, as amended (the “Rule™). Capitalized terms
used but not defined herein shall have the meanings set forth in the Purchase Agreement.

Based upon the foregoing, we are of the opinion that the Undertaking
complies as to form in all material respects with the requirements of paragraph (b)(5) of
the Rule.

Without having undertaken to determine independently the accuracy or
completeness of the statements contained in the Official Statement, but on the basis of
our conferences with representatives of the Board, counsel for the Board, Bond Counsel
and the Underwriter, and our examination of certain documents referred to in the Official
Statement, nothing has come to our attention that would lead us to believe that the
Official Statement (excluding therefrom the financial and statistical data included in the
Official Statement, as to which we express no opinion) contains any untrue statement of a
material fact or omits to state a material fact necessary in order to make the statements
made therein, in light of the circumstances under which they were made, not misleading.

This opinion is solely for the benefit of, and may be relied upon only by,
the Underwriter; and it is not to be used, circulated, quoted or otherwise referred to for
any other purpose, except that a copy hereof may be included in its transcript of closing
documents pertaining to the delivery of the Series 2012 Bonds.

Very truly yours,
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CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (this “Agreement”) dated as of February 9, 2012, is by and
between the Board of Education of the County of Berkeley {the “Board”) and United Bank, Inc., as Disclosure
Agent (the “Disclosure Agent™), in connection with the issuance of the $11,570,000 The Board of Education of
the County of Berkeley (West Virginia) Public School Refunding Bonds, Series 2012 (the “Series 2012 Bonds™).
Capitalized terms used in this Agreement shall have the respective meanings specified above, in Section 2 hereof
or in the Resolution adopted by the Board on January 23, 2012, authorizing issuance of the Series 2012 Bonds
(the “Resolution”). The Board agrees as follows:

SECTION 1. Purpose of Agreement. This Agreement is being executed and delivered by the Board and
the Disclosure Agent for the benefit of the holders and beneficial owners of the Series 2012 Bonds and in order
to assist the Underwriter in complying with SEC Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Resolution, which apply to any
capitalized term used in this Agreement unless otherwise defined herein, the following capitalized terms shall
have the following meanings:

“Annual Financial Information” means the financial information (which shall be based on financial
statements prepared in accordance with generally accepted accounting principles (“GAAP™)) and operating data
with respect to the Board, provided at least annually, of the type included in those sections of the final official
statement with respect to the Series 2012 Bonds in Appendix A entitled “Audit Report of Berkeley County Board
of Education for Fiscal Year Ended June 30, 2010,” which Annual Financial Information shall include Audited
Financial Statements if available on the due date set forth herein, and, if not then available, unaudited financial
statements.

“Audited Financial Statements” means the Board’s annual financial statements, prepared in accordance
with GAAP, which financial statements shall have been audited by a firm of independent certified public
accountants or the West Virginia Auditor’s Office.

“Beneficial Owner” shall mean any person who has the power, directly or indirectly, to vote or consent
with respect to, or to dispose of ownership of, any Series 2012 Bonds (including persons holding Series 2012
Bonds through nominees, depositories or other intermediaries).

“Bond Purchase Agreement” shall mean the Bond Purchase Agreement dated Fanuary 26, 2012, entered
into between Crews & Associates, Inc. (the “Underwriter”), and the Board, by which the Underwriter agreed to
purchase the Series 2012 Bonds from the Board upon the terms set forth therein.

“Disclosure Agent” shall initially mean United Bank, Inc. and any later appointed Disclosure Agent or
any successor Disclosure Agent designated in writing by the Board and which has filed with the Board a written
acceptance of such designation.

“Disclosure Representative” shall mean the Treasurer of the Board.

“EMMA?” means the Electronic Municipal Market Access system described in 1934 Act Release No.
59062 and maintained by the Municipal Securities Rulemaking Board for purposes of the Rule.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Agreement,

“National Repository” shall mean the Municipal Securities Rulemaking Board, Washington, D.C., the
sole Nationally Recognized Municipal Securities Information Repository for purposes of the Rule.
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“Participating Underwriter” shall mean the original underwriter of the Series 2012 Bonds who is required
to comply with the Rule in connection with offering of the Series 2012 Bonds.

“Repository” shall mean each National Repository.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

“Series 2012 Bonds” shall mean the $11,570,000 The Board of Education of the County of Berkeley
(West Virginia) Public School Refunding Bonds, Series 2012.

“State” shall mean the State of West Virginia.

SECTION 3. Provision of Annual Reports.

(a) The Board shall, or shall cause the Disclosure Agent to, not later than 270 days after the end of
the Board’s fiscal years (presently June 30), commencing with the reports for the F iscal Year ending June 30,
2011 (FY 2011), provide to each Repository: Annual Financial Information and Audited Financial Statements,
which are consistent with the requirements of Section 4 of this Agreement. The Annual Financial Information
and Audited Financial Statements may be submitted as a single document or as separate documents comprising a
package, and may cross-reference other information as provided in Section 4 of this Agreement. The Board shall
provides the Disclosure Agent with a copy of each report filed under this Agreement. If the Board’s fiscal year
changes, the Board shall give notice of such change in the same manner as for a Listed Event under Section 5(a).

(b) Not later than fifteen (15) Business Days prior to said date, the Board shall provide the Annual
Financial Information and Audited Financial Statements to the Disclosure Agent. If the Board is unable to
provide to the Repositories the Annual Financial Information and Audited Financial Statements by the date
required in subscction (a), the Board shall, or shall cause the Disclosure Agent to, send a notice to the
Repositories, in substantially the form attached as Exhibit A.

©) The Disclosure Agent shall file a report with the Board certifying that the Annual Financial
Information and Audited Financial Statements have been provided to EMMA pursuant to the Agreement and the
date provided.

(d) All documents provided to EMMA shall be provided in a searchable, electronic format and shall
be accompanied by identifying information as prescribed by the Securities and Exchange Commission and the
Municipal Securities Rulemaking Board. '

SECTION 4. Content of Annual Financial Information and Audited Financial Statements. Within two
hundred seventy (270) days of the Board’s fiscal year end, the Board or Disclosure Agent on its behalf shall
submit to EMMA information and data of the Board for the prior fiscal year, including the Audited Financial
Statements, prepared in accordance with generally accepted accounting principles in effect from time to time.

Any or all of the items listed above may be included by specific reference to other documents, including
official statements of debt issues of the Board or related public entities, which have been submitted to EMMA or
the Securities and Exchange Commission. If the document included by reference is a final official statement, it
must be available from the Municipal Securities Rulemaking Board. The Board shall clearly identify each such
other document so included by reference.

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Board shall give, or cause to be given, notice of
the occurrence of any of the following events, if applicable, with respect to the Series 2012 Bonds:
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1. principal and interest payment delinquencies;

2. non-payment related defaults, if material;

3. unscheduled draws on debt service reserves reflecting financial difficulties;

4. unscheduled draws on credit enhancements reflecting financial difﬁcﬁlties;

5. subétitution of credit or liquidity providers, or their failure to perform;

6. adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final

determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or
determinations with respect to the tax status of the Series 2012 Bonds, or other material events affecting the tax
status of the Series 2012 Bonds;

7. modifications to rights of security holders, if material;

8. bond calls, if material, and tender offers;

9. defeasances;

10. release, substitution, or sale of property securing repayment of the Series 2012 Bond, if
material;

11. rating changes;

12. bankruptcy, insolvency, receivership, or similar event of the Board';

13. the consummation of a merger, consolidation or acquisition involving the Board, or the

sate of all or substantially all of the assets of the Board, other than in the ordinary course of business, the entry
into a definitive agreement to undertake such an action or the termination of a definitive agreement relating to
any such actions, other than pursuant to its term, if material; and

14. appointment of a successor or additional trustee or the change of name of a trustee, if
material.

(b) The Disclosure Agent shall, within one (1) Business Day of obtaining actual knowledge of the
occurrence of any of the Listed Events contact the Disclosure Representative, inform such person of the event,
and. request that the Board promptly notify the Disclosure Agent in writing whether or not to report the event
purswvant to subsection (f).

{c) Whenever the Board obtains knowledge of the occurrence of a Listed Event, classified under
Section 5(a) (2), (7, (8), (10), (13) or (14), because of a notice from the Disclosure Agent pursuant to subsection

! For the purposes of the event identified in Section 5(a)(12) above, the event is considered to occur when any of the
following occur: the appointment of a receiver, fiscal agent, or similar officer for the Board in a proceeding under the U.S.
Bankruptcy Code or in any other proceeding under state or federal law in which a court or governmental authority has
assumed jurisdiction over substantially all of the assets or business of the Board, or if such jurisdiction has been assumed by
leaving the existing governing body and officials or officers in possession but subject to the supervision and orders of a
court or governmental authority, or the entry of an order confirming a plan of reorganization, arrangement or liquidation by
a court or governmental authority having supervision or jurisdiction over substantially all of the assets or business of the
Board. '
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(b) or otherwise, the Board shall as soon as possible determine if such event would be material under applicable
federal securities laws, in any event such determination must be made and submitted to the Disclosure Agent
within two (2) business days.

(d) If the Board determines that knowledge of the occurrence of any of the Listed Events, classified
under Section 5(a) (2), (7), (8), (10, (13) or (14), would be material under applicable federal securities laws
pursuant to subsection (b) or the Board received notice of any Listed Event that does not require a finding of
materiality classified under Section 5(a) (1), (3), (4), (5), (6), (9), (11) or (12), the Board shall promptly file with
the Disclosure Agent a notice of such occurrence to be provided to EMMA.

(e) If in response to a request under subsection (b), the Board determines that the Listed Event,
classified under Section 5(a) (2), (7), (8), (10), (13) or (14), would not be material under applicable federal
securities laws, the Board shall so notify the Disclosure Agent in writing and instruct the Disclosure Agent not to
report the occurrence pursuant to subsection (f).

) If the Disclosure Agent has been instructed by the Board to report the occurrence of a Listed
Event, the Disclosure Agent shall file a notice of such occurrence with EMMA with a copy to the Board. The
Disclosure Agent must file such notice with EMMA within ten (10) business days of the occurrence of such
Listed Event.

SECTION 6. Termination of Reporting Obligation. The Board’s obligations under this Agreement shall
terminate upon the legal defeasance, prior redemption or payment in full of all of the Series 2012 Bonds. If such
termination occurs prior to the final maturity of the Series 2012 Bonds, the Board shall give notice of such
termination in the same manner as for any of the Listed Events under Section 5(a).

SECTION 7. Disclosure Agent. United Bank, Inc. is hereby appointed as Disclosure Agent. The Board
may, from time to time, appoint or engage an alternate or successor Disclosure Agent to assist it in carrying out
its obligations under the Agreement, and may discharge any such Agent, with or without appointing a successor
Disclosure Agent. The Disclosure Agent shall not be responsible in any manner for the content of any notice or
report prepared by the Board pursuant to the Agreement.

SECTION 8. Amendment, Waiver. Notwithstanding any other provision of this Agreement, the Board
and the Disclosure Agent may amend this Agreement, and any provision of this Agreement may be waived,
provided that the following conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of Sections 3(a}, 4 or 5(a), it may only be made
in connection with a change in circumstances that arises from a change in legal requirements, change in law, or
change in the identity, nature or status of the Board with respect to the Series 2012 Bonds, or the type of business
conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of nationalty
recognized bond counsel, have complied with the requirements of the Rule at the time of the original issuance of
the Series 2012 Bonds, after taking into account any amendments or interpretations of the Rule, as well as any
change in circumstances; and

(c) The amendment or waiver either (i) is approved by the Holders of the Series 2012 Bonds in the
same manner as provided in the Resolution for amendments to the Resolution, or (ii) does not, in the opinion of
nationally recognized bond counsel, materially impair the interests of the holders or beneficial owners of the
Series 2012 Bonds.

In the event of any amendment or waiver of a provision of this Agreement, the Board shall describe such
amendment in the next Annual Financial Information and Audited Financial Statements, and shall include, as
applicable, a narrative explanation of the reasen for the amendment or waiver and its impact on the type (or in
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the case of a change of accounting principles, on the presentation) of financial information or operating data
being presented. In addition, if the amendment relates to the accounting principles to be followed in preparing
financial statements, (i) notice of such change shall be given in the same manner as for any of the Listed Events
under Section 5(a), and (ii) the Annual Financial Information and Audited Financial Statements for the year in
which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and those
prepared on the basis of the former accounting principles.

SECTION 9. Additional Information. Nothing in this Agreement shall be deemed to prevent the Board
from disseminating any other information, using the means of dissemination set forth in this Agreement or any
other means of communication, or including any other information in any Annual Financial Information and
Audited Financial Statements or notice of occurrence of any of the Listed Events, in addition fo that which is
required by this Agreement. If the Board chooses to include any information in any Annual Financial
Information and Audited Financial Statements or notice of occurrence of any of the Listed Events in addition to
that which is specifically required by this Agreement, the Board shall have no obligation under this Agreement to
update such information or include it in any future Annual Financial Information and Audited Financial
Statements or notice of occurrence of any of the Listed Events.

SECTION 10. Default. In the event of a failure of the Board to comply with any provision of this
Agreement (and, at the request of the Original Purchaser), any Holder or Beneficial Owner of the Series 2012
Bonds may take such actions as may be necessary and appropriate, including secking mandate or specific
performance by court order, to cause the Board to comply with its obligations under this Agreement. A default
under this Agreement shall not be deemed an Event of Default under the Resolution or the Series 2012 Bonds,
and the sole remedy under this Agreement in the event of any failure of the Board to comply with this Agreement
shall be an action to compel performance.

SECTION 11. Notices. Any notices or communications to or among any of the parties to the
Agreement may be given as follows:

To the Board: The Board of Education of the County of Berkeley
401 South Queen Street
Martinsburg, WV 25401

To the Disclosure Agent: United Bank, Inc.
500 Virginia Street, East
Charleston, WV 25301

Any person may, by written notice to the other persons listed above, designate a different address or
telephone number(s) to which subsequent notices or communications should be sent.

SECTION 12. Beneficiaries. This Agreement shall inure solely to the benefit of the Board, the
Disclosure Agent, the Underwriter and holders and beneficial owners from time to time of the Series 2012
Bonds, and shall create no rights in any other person or entity.

SECTION 13. Counterparts. The Agreement may be executed in several counterparts, each of which
shall be an original and all of which shall constitute but one and the same instrument.

SECTION 14, Fees. The Board agrees to pay all fees and expenses of the Disclosure Agent including,
without limitation, all reasonable expenses, charges, costs, attorney’s fees and other disbursements in the
administration and performance of the Disclosure Agent’s duties. '

SECTION 15. Right to Resign. The Disclosure Agent may resign at any time by providing thirty (30}
days’ written notice to the Board.
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SECTION 16. Right io Counsel. The Disclosure Agent shall have the right to consult with counsel in
carrying out its duties under the Agreement and to rely upon an opinion of counsel.

SECTION 17. Duties of Disclosure Agent. The Disclosure Agent shall have only such duties as are
specifically set forth in this Agreement, and no further duties or responsibilities shall be implied. Any
corporation or association into which the Disclosure Agent in its individual capacity may be merged or converted
or with which it may be consolidated, or any corporation or association resulting from any merger, ¢onversion or
consolidation to which the Disclosure Agent in its individual capacity shall be a party, or any corporation or
association to which all or substantially all the corporate trust business of the Disclosure Agent in its individual
capacity may be sold or otherwise transferred, shall be the Disclosure Agent under this Agreement without
further act. Anything in this Agreement to the contrary notwithstanding, in no event shall the Disclosure Agent
be liable for special, indirect or consequential loss or damage of any kind whatsoever (including but not limited
to lost profits), even if the Disclosure Agent has been advised of such loss or damage and regardless of the form
of action. The Board will, for the benefit of the Disclosure Agent and Disclosure Agent’s employees, directors,
agents, subsidiaries, affiliates, successors and assigns, assume all liability and/or be responsible to pay for any
and all claims, demands, causes of action, losses, damages, liabilities, penalties, costs and expenses (including
reasonable attorney’s fees) relating to this Agreement, to the extent assessed by a court of competent jurisdiction.
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IN WITNESS WHEREOF, the Board and the Disclosure Agent have caused this Agreement to be
executed by its duly authorized representatives, all as of the date first above written.

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY

UNITED BANK, INC.,, as Disclosure Agent

By:

Its:

Date: February 9, 2012
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IN WITNESS WHERFEQF, the Board and the Disclosure Agent have caused this Agreement to be
executed by its duly authorized representatives, all as of the date first above written.

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY

By:

UNITED BANK, INC., as Disclosure Agent

/ a
/ i 4/,/ //
By: W et
- amny
e
Its: / if/f

Date: February 9,2012
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EXHIBIT A

NOQTICE TO REPOSITORIES
OF FAILURE TO FILE ANNUAL REPORT
Name of Issuer: The Board of Education of the County of Berkeley
Name of Bond Issue: $11,570,000 The Board of Education of the County of Berkeley (West Virginia)

Public School Refunding Bonds, Series 2012
Date of Bond Issue: February 9, 2012

NOTICE IS HEREBY GIVEN that the Board has not provided an Annual Report with respect to the
above-named Series 2012 Bonds as required by Section 3(b) of that certain Continuing Disclosure Agreement
dated as of February 9, 2012, by and between the Board and United Bank, Inc., as disclosure agent, to be
provided. The Board anticipates that the Annual Report will be filed by ,20 .

Dated: L20

United Bank, Inc., as Disclosure Agent
on behalf of the Board

ce: Board

{C2248028.1} b
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By OFFICIAL BTATEMENT DATED JANUARY 24, 2012

NEW ISSUE Rating: Standard & Poor’s
BOOK-ENTRY ONLY (See “Rating” herein)

In the opinion of Bond Counsel, under existing laws, regulations, published rulings and judicial decisions of the Uniied States of
America, as presently written and applied, interest on the Bonds is excludable from gross income of the owners thereof for federal
income fax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations, upon the condilions and subject to the limitations set forth under the caption "TAX MATTERS” herein; however, interest
on the Bonds held by a corporation may be indirectly subject to alternative minimum tax because of its inclusion in adiusted curren!
earnings of such corporate holder. In the opinion of Bond Counsel, under existing laws of the State of West Virginia, the Bonds are
exempt from all taxation by the State of West Virginia or any political subdivision thereof. See "TAX MATTERS" herein

$12,080,000
The Board of Education of the
County of Berkeley (West Virginia)
Public School Refunding Bonds, Series 2012
Dated: Date of Delivery Due: May 1, as shown below

The Bonds are general obligations of The Board of Education of the County of Berkeley, West Virginia (the "Board"}, which Boeard has
the power and is obligaied to levy ad valorem taxes upen all the taxable property within the Berkeley County School District to pay the Bonds
and the interest thereon, without limitation as to rate or amount.

The Bonds will be issued in fully registered form only, without coupons, and, when issued will be registered in the name of Cede & Co. as
nominee of The Depository Trust Company ("DTC"), New York, New York. DTC will act as securities depository of the Bonds. Individual
purchases will be made in hook-entry form only in the principal amount of $5,000 or integral multiples thereof. Purchasers of the Bonds will
not receive certificates representing their interests in the Bonds.

Pursuant to Chapter 13, Article 1 of the Code of West Virginia of 1931, as amended and the Bond Authorizing Resolution and Order
adopted by the Board on January 23, 2012, both the principal of and interest on the Bonds are payable at the office of the West Virginia
Municipal Bond Commission, Charleston, West Virginia, as Paying Agent. The Board has designated United Bank Inc., Charleston, West
Virginia, as Registrar.

Interest on the Bonds will be payable May 1, 2012 and semiannually thereafter (sach May 1 and November 1) in cach year fo maturity.
The principal of and interest on the Bonds are payable by the Paying Agent o DTC, which will in turn remit such principal and interest to its
Participants for subsequent distribution to the Beneficial Owners of the Bonds, as described herein.

See “TAX MATTERS” herein for a description of the opinions of Bond Counsel and certain federal tax law consequences of ownership of
the Bonds.

The Bonds are not subject to redemption.

MATURITIES, AMOUNTS, RATES, YIELDS AND CUSIPS™

Maturing Principal Amount Interest Rate Cusip
{(May 1) ($) (%) Base #:

208 . 2,295,000%
R
2015 o 2,405,000%
2016 2,445,000

2017 2,495,000*

his Preliminary Official Statement and
Freliminary Official Statement constifute an offer fo sell or the seolicitation of an offer (o buy,

iurisdiction in which such offer, solicitation or sale would be unlawful prior (o registration or qualification unger th

K

i

The Bonds are offered for delivery when, as and if issued, subject to approval of legality by Steptoe & Johnson PLLC, Charleston, West
Virginia, Bond Counsel. Certain legal matters will be passed upon for the Board by Laura L. Sutton, Esquire, Martinsburg, West Virginia,
Counsel to the Board. Certain legal matters will be passed upen for the Underwriter by Jackson Kelly PLLC, Charleston, West Virginia, as
Counsel to the Underwriter. It is expected that the Bonds will be available for delivery to DTC, New York, New York on or about February
__,2012. :

Crews&Associates

sMembar #r51 Baounty Bancom

January __, 2012

" Preliminary, subject to change.




$12,080,000*
The Board of Education of the
County of Berkeley (West Virginia)
Public School Refunding Bonds, Series 2012

ELECTED OFFICIALS

Dr. William F. Queen, President
Richard A. Pill, Esquire
Todd M. Beckwith
Dr. Darin Gilpin
Ron Gray

APPOINTED OFFICEALS
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UNDERWRITER
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Little Rock, Arkansas

UNDERWRITER’S COUNSEL

Jackson Kelly PLLC
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#% C{JSIP numbers have been assigned by an independent company not affiliated with the Board and are
included on this cover page solely for the convenience of the Owners of the Bonds only at the time of
issuance of the Bonds. Neither the Underwriter nor the Board makes any representation with respect to
the accuracy of such CUSIP numbers as indicated in the above table or undertakes any responsibility for
the selection of the CUSIP numbers or their accuracy now or at any time in the future. The CUSIP
mumber for a specific maturity is subject to being changed after the issuance of the Bonds.



No dealer, broker, salesman or other person has been authorized by The Board of Education of
the County of Berkeley, West Virginia, to give any information or to make any representations other than
as contained in this Official Statement, and, if given or made, such other information or representations
must not be relied upon as having been authorized by the Board. This Official Statement does not
constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the Bonds
herein described by any persons in any jurisdiction in which it is unlawful for such person to make such
offer, solicitation or sale. The information set forth herein has been obtained by the Board from sources
which are believed to be reliable, but it is not guaranteed as to accuracy or completeness. The
information and expressions of opinion herein are subject to change without notice, and neither the
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the Board since the date hereof.

You should make your own decision whether this offering meets your investment objectives and
risk tolerance level. No federal or state securities commission has approved, disapproved, endorsed or
recommended this offering. No independent person has confirmed the accuracy or truthfulness of this

disclosure, nor whether it is complete.

The Resolution, as hereinafter defined, has not been qualified under the Trust Indenture Act of
1939, as amended, because of available exemptions therefrom.
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Forward-L.ooking Statements

This Preliminary Official Statement, and particularly the information contained in the caption
“BERKELEY COUNTY SCHOOL DISTRICT” and “CERTAIN FINANCIAL INFORMATION” contain
statements relating to future results that are “forward-looking statements” as defined in the Private Securities
Litigation Reform Act of 1995. When used in this Preliminary Official Statement, the words “estimated,”
“forecasted,” “intended,” “expected,” “anticipated,” “projected” and similar expressions identify forward-looking
statements. Such statements are subject to risks and uncertainties that could cause actual results to differ
materially from those contemplated in such forward-looking statements. Any forecast is subject to such
uncertainties. Inevitably, some assumptions used to develop the forecasts will not be realized and unanticipated
events and circumstances may occur. Therefore, there are likely to be differences between forecasts and actual
results, and those differences may be material.
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OFFICIAL STATEMENT
RELATING TO

$12,080,000°
The Board of Education of the
County of Berkeley (West Virginia)
Public School Refunding Bonds, Series 2012

INFRODUCTION

This Official Statement provides certain information in connection with the sale of $12,0801000* in
aggregate principal amount of The Board of Education of the County of Berkeley (West Virginia) Public School
Refunding Bonds, Series 2012 (the “Bonds™). A brief description of The Board of Education of the County of
Berkeley, West Virginia (the “Board™), the Berkeley County School District (the “School District™) and the
County of Berkeley, West Virginia (the “County” or “Berkeley County”), with which the School District is
coterminous, is provided, together with a description of the Bonds and sources of payment therefor.

The Bonds are being issued to provide funds, along with other funds from accounts established for the
Series 2002 Bonds, as hereinafter defined, to provide for the current refunding of the Board’s Public School
Bonds, Series 2002 issued in the original aggregate principal amount of $27,800,000 (“Series 2002 Bonds™) of
which $13,620,000 is outstanding. Proceeds of the Bonds will also be used to pay legal, consulting and other
professional fees, printing and other issuance costs.

At a special election held on September 29, 2001, the issuance of bonds in an amount of up to
$27,800,000 and the imposition of a special property tax levy sufficient to pay principal of and interest on such
bonds were authorized and approved for the purpose of paying costs associated with the construction of new
public school facilities and costs associated with modifications, improvements, renovations and equipping of
various existing public school facilities in the School District. The Bonds refund the Series 2002 Bonds.

In addition to the proposed Bonds, the Board also has outstanding its Public School Bonds, Series 2010,
dated February 17, 2010, issued in the original principal amount of $51,500,000 and currently outstanding in the
amount of $49,475,000 (the “Series 2010 Bonds™). The final maturity of the Series 2010 Bonds is May 1, 2025.

The Bonds will be general obligations of the Board, and, unless paid from other sources, are payable
from ad valorem taxes levied upon all taxable property within the School District, without limitation as to rate or
amount.

" Preliminary, subject to change.
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THE BONDS
General

The Bonds will be dated the date of delivery thereof and are issued as fully registered bonds in $5,000
denominations, or integral multipies thereof, and are payable on May 1, in the years and amounts as follows:

i ——
2012
2013
2014
2015
2016
2017

Pursuant to Chapter 13, Article 1 of the Code of West Virginia of 1931, as amended (the *Bond Act”)
and the Bond Authorizing Resolution and Order adopted by the Board on January 23, 2012 (the “Resolution™),
bath the principal of and interest on the Bonds are payable at the office of the West Virginia Municipal Bond
Commission, Charleston, West Virginia, as its Paying Agent (the “Paying Agent”). The Board has designated
United Bank, Inc., Charleston, West Virginia, as the Registrar.

Interest on the Bonds will be payable May 1, 2012 and semi-annually thereafter (each May 1 and
November 1) in each year to maturity. Such interest will be paid by check to the registered owner on each such
interest payment date at the address as shown on the registration books kept for that purpose by the Registrar as
of the 15th day of the month preceding each such interest payment date. In the case of an owner of $1,000,000 or
more of the Bonds, interest may be paid to such owner by wire transfer to a domestic bank account specified in
writing to the Paying Agent at least five days prior to the record date for such interest payment date.

Authority and Purpose

In accordance with Article X, Sections 8 and 10, of the Constitution of the State of West Virginia
(Section 10 is referred to as the “Better Schools Amendment”™) and the Bond Act, county boards of education
may, with the consent of at least a simple majority of the voters voting at an election on such questions, issue
bonds for specified purposes in an amount which, when added to the aggregate indebtedness then outstanding,
will not exceed 5% of the most recent assessed valuation of taxable property in the school district. Upon
issuance of the 2012 Refunding Bonds, the percentage of aggregate indebtedness as a percentage of assessed
valuation will be 1.27% Article X, Section 8 of the Constitution and Sections 20 and 34 of the Bond Act require
the annual levy and collection of a tax sufficient to pay the principal of and interest on such bonds. Pursuant to
the Better Schools Amendment, the tax levy required to pay the principal of and interest on such bonds is laid
separate and apart and in addition to the maximum levy rates otherwise authorized by law. Pursuant to the Bond
Act and orders and resolutions duly entered and adopted by the Board, on September 29, 2001, the issuance of
bonds up to the amount of $27,800,000 and the levy of taxes sufficient to pay principal of and interest on such
bonds were authorized and approved at a special election by 63.26% of the participating voters. Proceeds of the
Series 2002 Bonds were applied, together with certain funds received by the Board from the School Building
Authority of the State of West Virginia (the “State™) to the cost of acquisition and construction of certain new
public school facilities and maodifications, improvements, renovations and equipping of various existing schools
and other buildings in the School District. The ballot question limited the term of the bonds to fifteen and one-
half {15 ') years from their date and limited the rate of interest on the bonds to a rate not exceeding 7 “% per
annum. Pursuant to the Bond Act, the Series 2002 Bonds were issued on February 12, 2002, in the aggregate
principal amount of $27,800,000 and designated Public School Bonds, Series 2002.

The Board is issuing the Bonds pursuant to Article 2, Chapter 13 of the Code of West Virginia, as
amended (the “Refunding Act” and collectively with the Bond Act, the “Act”) and resolutions of the Board
adopted on December 19, 2011 and January 23, 2012 (collectively, the “Resolution”). The Board is issuing the
Bonds for the purpose of currently refunding the Series 2002 Bonds. In accordance with the provisions of the
Refunding Act, debt service on the Bonds will not exceed in each year the amount of taxes expected to be
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available for payment of such debt service in accordance with the terms approved by the voters. The Series 2002
Bonds will be deemed paid upon the completion of the current refunding. Certain funds of the Board on deposit
with the West Virginia Municipal Bond Commission (the “Bond Commission”) relating to the Series 2002
Bonds will become surplus funds as a result of the current refunding and will be available for release to the
Board.

Plan of Financing

The proceeds from the Bonds in the amount of $ " will be combined with the sum of
$ which will be transferred from accounts of the Board at the Bond Commission in connection
with the Series 2002 Bonds and along with other funds made available to the Board will be applied towards the
funding of an escrow to current refund the Series 2002 Bonds. Such proceeds will be used to pay the May 1,
2012 principal and interest payments on the Series 2002 Bonds and to pay the redemption price of the Series
2002 Bonds called for redemption. The proceeds will be heid by the Bond Commission, as Escrow Apgent under
an Escrow Agreement to be entered into on or about February __, 2012 (the “Escrow Agreement”), by and
among the Board and the Bond Commission. The 2002 Bonds are expected to be called so that their redemption
will occur no later than 90 days following the date of issuance of the Bonds. During the period in which the
proceeds of the Bonds are deposited with the Bond Commission (except amounts necessary for costs of
issuance), such funds will be invested in United States Treasury Obligations. The maturing principal of and
interest on the United States Treasury Obligations is not pledged to and will not be available to pay the Bonds.
The savings realized from the refunding may be used to pay for capital improvements and other authorized
purposes under the resolution originally passed by the Board on June 18, 2001.

Sources and Uses of Funds

Sources

Proceeds of the Bonds

[Original Issue Premium]

[Amounts Transferred from Bond Commission]
TOTAL

=& & &7 o9

Uses

Deposit to Escrow Fund !
[Original Issue Discount]
Underwriter’s Discount
Costs of Issuance”

o B9 B O S

TOTAL

Nature of Obligation, Security and Source of Payments

The Bonds will constitute valid and legally binding general obligations of the Board, and, unless paid
from other sources, the principal of and interest on the Bonds will be payable from ad valorem taxes levied upon
all taxable property within the School District, without limitation as to rate or amount. Pursuant to the Better
Schools Amendment, the tax levy required to pay the principal of and interest on such bonds is laid separate and
apart and in addition to the maximum levy rates otherwise authorized by law but In the same proportion as the
maximum levy rates otherwise authorized by law.

Debt Administration

' The amount set forth in the Escrow Agreement as required, together with the income thereon and funds transferred from
accounts established for the Series 20072 Bonds to effect the current refunding of the Series 2002 Bonds as described herein.
? Includes fees and expenses of Rating Agency, Bond Counsel, Underwriter’s Counsel, Printing, Registrar and other fees and
expenscs associated with the issuance of the Bonds.

Berkeley County Board of Education 3 Public School Refunding Bonds, Series 2012




Pursuant to Chapter 13, Article 3 of the Code of West Virginia, the West Virginia Municipal Bond
Commission (the “Bond Comrnission”) shall serve as fiscal agent for all issuers of general obligation bonds
issued by counties, municipalities, and school districts of the State when the Bond Commission is named fiscal
agent by statute or is otherwise appointed fiscal agent by one of such entities and is charged with the
administration of the interest and sinking funds created to service the debt when so named or appointed. The
proceeds of taxes levied for debt service by the Board are collected by the Sheritf of Berkeley County, who
remits the proceeds to the Board Treasurer, who forwards the proceeds thereof to the Bond Commission. The
Bond Commission is required by law to render annually to each political subdivision having ocutstanding bonds
for which it is serving as fiscal agent a statement showing the levy required to pay the interest on and create a
sinking fund for the retirement of the outstanding bonds. The Bond Commission customarily sets the levy rates
at between 100% and 110% of the annual principal and interest required in the upcoming year, depending upon
the amount of surplus then on deposit with the Bond Commission with respect to such Bonds, so as to provide a
margin to cover the statutory 2 1/2% discount for early payment of taxes and any attrition occasioned by
delinquencies, improper assessments and exonerations. There has not been a default on the payment of principal
or interest of any general obligation bond in the State of West Virginia since the Bond Commission commenced
centralized supervision and administration in 1921.

Since 1933, the annual State of West Virginia Budget Bill has embodied a protective provision for
certain State agency and taxing district obligations, if deficiencies should arise. The following excerpt from the
2011 Budget Bill is indicative:

Sec. 14. Sinking Fund deficiencies. - There is hereby appropriated to the governor a sufficient
amount to meet any deficiencies that may arise in the mortgage finance bond insurance fund of
the West Virginia housing development fund which is under the supervision and control of the
state municipal bond commission as provided by Chapter 31, Article 18, Section 20-b, of the code
of West Virginia, or in the funds of the state municipal bond commission because of the failure of
any state agency for either general obligation or revenue bonds or any local taxing district for
general obligation bonds to remit funds necessary for the payment of interest and sinking fund
requirements. The Governor is authorized to transfer from time to time such amounts to the state
municipal bond commission as may be necessary for these purposes.

No representation is made that subsequent Budget Bills will have such provisions or that sufficient funds
will be available to satisfy any such deficiencies. There has never been a default in payment of the principal of
or interest on any general obligation bonds issued by The Board of Education of the County of Berkeley. The
enforceability of rights or remedies with respect to the Bonds may be limited by bankruptcy, insolvency or other
laws affecting creditors’ rights or remedies heretofore or hereafter enacted.

BERKFLEY COUNTY SCHOOL DISTRICT
General

All school districts in West Virginia are organized under the terms of legislation enacted in 1933. There
is one school district in each county, the boundaries of which district are coterminous with those of the county.
The Board is responsible for and is vested with the supervision and control of the School District and with the
control and management of all public schools in the School District from kindergarten through the secondary
school level. The Board is composed of five members nominated and elected by the voters of the County
without reference to political party affiliation. The terms of the members are for four years and are staggered. In
2012, the terms of two members will expire. The process will be repeated every two years thereafter.

Board Members' duties are established by State statute with the West Virginia Board of Education
having regulatory powers. The Board appoints a superintendent who acts as the chief executive officer and
secretary of the Board and who administers affairs of the School District in accordance with applicable laws,
regulations, and local policies. The Board is a public corporation and as such may sue, plead and be impleaded,
and enter into contracts. The School District is fiscally independent of the County and all other political
subdivisions.
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During the fiscal year 2011-2012, the Berkeley County school system had a central office professional
staff of 22 with the overall responsibility to coordinate and supervise the activities of 94 school administrators,
1,392 instructional staff (teachers and other professionals), and 886 service personnel. Total Full Time
Equivalent positions are 2,394, The average pupil-teacher ratio for the 2011-2012 school year was 12.93
(combined elementary, middie and secondary schools). The total student enrollment (head count) was 18,002
students K-12.

Historical School Enrollment (School Year)

590 607 641 802 849

K 1312 1385 1345 1444 1389 1382
1324 1338 1390 1302 1368 1368

2 1179 1275 1336 1391 1284 1353
3 1225 1222 1263 1331 1386 1308
4 1228 1232 1238 1303 1353 1385
5 1152 1247 1255 1273 1293 1374
6 1262 1198 1338 1299 1293 1359
7 1285 1337 1229 1331 1305 1330
8 1229 1260 1331 1211 1314 1261
9 1537 1540 1533 1567 1450 1572
10 1136 1142 1176 1220 1246 1158
11 1090 1157 1147 1117 1186 1189
12 891 945 1027 1032 1051 1104
Total 16322 16868 17213 17462 17720 18002

Rate of Increase (Decrease) in Enrollment
2006-2012 10.29%
Annualized 2.05%

Source: Berkeley County Board of Education

Projected Enrollment (School Year) (2% growth projected)
prey

Year (October) Enrollment

2012 18,362
2013 18,729
2014 19,103
2015 19,485

Source: Berkeley County Board of Education
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Facilities

00 2 e 0 | onst

High Schools
Hedgesville High 9-17 Masonry 1977 1981/1983/1980/19095/2004/2006
Martisburg High 9-12 Masonry 1927 195871960/1964/1971/1976/1991/1993/2006
Musselman High 9-12 Masonry 1998 2004/2011
Middle Schools
Hedgesville 6-8 Masonry 1926 1962/1969/1989/1995
Middle
Musselman 6-8 Masonry 1999 2004
Middle
North Middle 6-8 Masonry 1962 1975/1982/201 1
South Middle -8 Masonry 1955 T971/1985/2006/2007
Spring Mills 0-8 Masonry 2004 -
Middle
Elementary Schools
Back Creek K-3 Masonry/Frame 1955 1968/1975/1981/1984/1989/2002
Valley Elementary
Bedingtom K-3 Masonry 1929 1971/1975/1989
Elementary
Berkeley Heights K-3 Masonry 1971 1975
Elementary
Bunker Hill K-3 Masonry 1962 1971/1995/2006
Elementary
Burke St. K-3 Masonry 1929 1951
Elementary
Eagle School 4-5 Masonry 2001 -
Inter.
Gerrardstown K-3 Masonry 1961 1971/1976/1989
Elementary
Hedgesville K-2 Masonry 1949 1935/19°76/2004/2007
Elementary
Inwood Primary K-3 Masonry 1924 1951/1960
Marlowe K-2 Masonry 1922 1971/1975/1989
Elementary
Mill Creek Inter. 4-5 Masonry 1987 1986/2005
Mt. Ridge 3-5 Masonry 2005 -
Elementary
Opequon K-3 Masonry 1971 1975
Elementary
Orchard View 4-3 Masonry 2002 -—-
Inter.
Potomack Inter. 3-5 Masonry 1998 ---
Rosemont K-3 Masonry 1960 1970/1975
Elementary
Tuscarora K-3 Masonry 1976 2004/2009
Elementary
Valley View K-3 Masonry 1970 1975
Elementary
Winchester Ave. K-3 Masonry 1921 1999
Elementary
Tomahawk K-5 Masonry 1990
Elementary
Spring Mills K-2 Masonry 2011 ---
Primary School
Other Properties
Pikeside Pre-Voc  Ungraded Masonry 1925 1975
Learning Ctr.

Source: Berkeley County Board of Education
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Tax Collection Procedures

All taxes for real estate amd personal property are collected by the Berkeley County Sheriff (the
“Sheriff”) and are remitted by him to the State and other local levying bodies. Public utility taxes are collected
directly by the State Auditor (the “Auditor”) and are remitted by him to the Sheriff for distribution. Tax
statements are mailed by the Sheriff’s office in July, and they may be paid in two installments. The first half of
the tax is subject to a 2 1/2% discount if paid by September 1; thereafter, the amount payable is net until October
1, after which a 9% penalty is added. Likewise, the second half is subject to a 2 1/2% discount if paid by March
1, net to April 1, and 9% penalty thereafter. The Sheriff, after ascertaining which taxes are delinquent, shall on
or before May 1 next succeeding the year for which taxes are assessed, prepare delinquent lists, which shall be
posted at the front door of the courthouse and published as a legal advertisement at least two weeks prior to the
presentation to the County Commission for examination. After examination and correction, the Commissioners
shall certify such lists pertaining to real property to the Auditor not later than July 1. On or before September 10,
the Sheriff shall prepare a second list of delinquent taxes, as of September 1, together with a notice of sale for
properties upon which such taxes are due. If not redeemed before, such properties shall be sold at public auction
at the courthouse on any Monday after October 14, and before November 23. No such sale shall be made for any
sum less than the total amount of taxes, interest and charges then due. The former owner of any real or personal
property so purchased by the State, or any other person who is entitled to pay the taxes thereon, may redeem such
real or personal property from the Auditor at any time within the eighteen months after the date of such purchase.
The Auditor reports monthly to the Sheriff, the County Assessor and the Clerk of the County Commission all
properties in the County which were redeemed in his office during the preceding month. The Auditor, each
month, draws his warrant upon the State treasury payable to the Sheriff of the County for that part of the taxes,
interest and charges received by him upon the redemption of the property included in his report which was owing
to any of the taxing units in the County. The Sheriff accounts for and pays over such money as if it had been
paid to him before sale and redemption.

Tax Levies and Collections*

Projected Gross  Projected Net Tax Collected (5)  Actual (8)
Tax ($) at 100%  at 92-93% Less Assessors Fee Collected

Actual (%)
Collected

2006-2007
General Current* 46,099,642 42,514,292 45,451,688 10691
Bond Levy 4,528,078 4,119,110 4,649,979  112.89
2007-2008
General Current® 56,002,400 51,655,426 58,836,737  104.22
Bond Levy 4,557,713 4,142,810 4,614,536 111.39
2008-2009
General Current® 60,564,268 55,863,197 59,845,164  107.13
Bond Levy 4,379,708 4,172,090 4,465,997 107.04
2009-2010%*
General Current 61,902,684 57,025,811 60,720,571 106.48
Bond Levy 3,855,989 3,626,920 4,023,348 110.93
2010-2011*
General Current 58,828,501 54,105,210 57,420,789 106.13
Bond Levy 7,357,072 6,802,844 7,106,266 104.46

*Includes Excess Levy

Assessment Procedure

State statutes provide that all property must annually be assessed as of the first day of July. Assessment
on this day is the basis for the following year’s property taxes. The assessor must complete his compilation of
the Tand and personal property books not later than January 30. The County Commission, not later than February
1, must meet for the purpose of sitting as a board of equalization and review of such assessment books. After
completion of the review and assessment, the commission certifies and returns the property books to the assessor.
Appeal of any assessment which was protested 1o the board of equalization and review may be made to the
cireuit court of the county within 30 days after adjournment of the county commission sitting as a board of
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equalization and review. A taxpayer can elect to have its protest of an assessment heard by the county
commission sitting as a board of assessment appeals in October, rather than by the county commission sitting as
a board of equalization and review in February. In order to utilize this option the taxpayer must pay the disputed
taxes. The assessor annually, not later than March 3, must furnish a certified statement to certain governmental
bodies in the county, including the board of education, showing the aggregate value of all real and personal
property. During the month of March the county commissions, the county boards of education and municipal
governments prepare their budgets for the fiscal year which begins the following July. After these budgets are
approved, these governments officially set the tax rate for the coming year sufficient to pay budgeted expenses
not expected to be paid from other sources. For example, the 2011 assessment year valuations are made as of
July 1, 2010, with taxes levied and collected during the fiscal year July 1, 2011, through June 30, 2012.

The State Tax Commissioner has the responsibility for preparing tentative valuations of all public utility
property in the State and providing these valuations to the Board of Public Works of the State for actual
assessment of such property. The Board of Public Works reviews all assessments made, makes such corrections
as it deems proper, conducts hearings to enfertain protests from the public utilities involved, and fixes the
assessments in final form. Afier such assessments are made, they are allocated by the State Auditor to the
various counties in which the utility property is located, such allocation being approved by the Board of Public
Works.

Property Classificaijon

Article X, Section 1, of the Constitution of West Virginia and Chapter 11, Article 8, Section 5 of the Code
of West Virginia of 1931, as amended, created four classifications of property for which the tax rates, but not the
assessed values, are limited. These tax classifications are as follows: Class I - all tangible personal property
employed exclusively in agriculture, all products of agriculture while owned by the producer; Class II - owner-
occupied residential property and certain farm lands; Article 10, Section 1b of the Constitution of the State of
West Virginia and Chapter 11, Article 6B, Section 3 of the West Virginia Code of 1931, as amended, provides
that the first twenty thousand dollars of assessed valuation of any real property, or of personal property in the
form of a mobile home, used exclusively for residential purposes and occupied by the owner or one of the owners
thereof as his residence, who is a citizen of the State and is sixty-five years of age or older or is certified as being
permanently disabled, shall be exempt from ad valorem property taxation. Only one exemption shall be allowed
for each homestead used and occupied exclusively for residential purposes by the owner thereof, regardless of
the number of qualified owners residing therein; Class III - all real and personal property, other than Class I and
II property, situate outside of municipalities; Class TV - all real, and personal property, other than Class I and I
situate within municipalities. Public utility property falls within Class 111 or Class IV, as appropriate.

Assessed Valuations

The Berkeley County School District includes all of Berkeley County and has the same assessed
valuation of property therein as does the entire county. Chapter 11, Article 1C of the West Virginia Code
requires all assessors to appraise all property at fair market value (except for certain farm property), within three
years. The State Tax Commissioner is required to monitor the assessors in the performance of their duties, and is
required to perform the valuation process on industrial and natural resources property within the aforesaid three
year period. The legislation limits the increase in property taxes that could result from the new calculations to
one percent per year, unless, in the case of school boards, the legislature, after a public hearing, deems a greater
increase is necessary. The legislation specifically provided that assessors should not implement the reappraisal
described above. The legislation requires that all property except farms and managed timberiands be assessed at
60% of Fair Market Value at the end of the 3 year reappraisal cycle, which became effective July 1, 1994,
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Assessed Valuation By Property Class*

Class~ 2007-2008 012
I 7,160,631 0
11 3,141,631,408 3,368,293,930 3,380,515,434 3,140,909,591 2,941,097,396
I 1,353,897,890 1,460,494,002 1,509,926,451 1,448,692,415 1,462,902,739
v 414,928,270 468.978.812 493.293.342 490,506,661 450,191,087

Total 4,917,618,199 5,297,766,744 5,383,735,227 5,080,508,667 4,854,191,222

Source; State of West Virginia Tax Department

Assessed Valuation By Property Category*

2008-2009
4,644,792,490

ategory ____2007-2008
Real 4,289,716,040

ST 20092010
4,724,568,200

20102011
4,444,628,446

20112012
4,161,127,520

Personal 485,094,734 501,201,381 497,200,013 478,134,418 509,968,721
Public Utility 142.807.425 151.772.873 161,670,014 157,745,803 183.094,981
Total 4917,618,199  5,297,766,744  5,383,735,227  5,080,508,667  4,854,191,222

Source: State of West Virginia Tax Department

*Excludes property exempt from ad valorem property taxation pursuant to the Homestead and Taxation
Amendment. The amount of Class [ property so excluded amounted to:

$110,547,207 in 2007-2008 $120,260,634 in 2008-2009 $124,706,222 in 2009-2010
$130,069,302 in 2010-2011 $135,839,716 in 2011-2012

Also see the “Current Housing Environment in Berkeley County” on page 11.

Largest Assessed Valuations* (tax year 2011)

Property Owner _ ST Assessed Valuation (8)
The Potomac Edison Company 55,860,082
Trans Allegheny Interstate Line co. 21,868,191
Verizon West Virginia, Inc. 20,430,451
Hardy Cellular Telephone 18,660,987
Berkeley Business Park Assoc. {old GM Building) 18,195,200
Mountain State University 17,728,720
Capitol Cement Corporation 15,188,630
Guardian Fiberglass Inc. 14,279,400
Distribution Center of America LLC 12,852,780
CSX Transportation, Inc. 12,734,455

*The assessed valuations include real and personal property in Class IIT or IV,
Non-Taxable Property was not included in this chart
Source: Berkeley County Assessor and West Virginia State Auditor’s Office

Tax Rate Comparisons

The following shows Berkeley County property taxes in cents per $100 assessed valuation (this includes
all state, county and school rates, in comparison with a few select surrounding counties), for tax year 2011; Fiscal
Year 2011 - 2012,
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BERKELEY 6135 1270 245.40 |
Jefferson 56.64 113.28 226.56
Morgan 52.89 105.78 211.56

*Includes the total levy for State, County and schools in each County.
Source: West Virginia State Auditor

County Tax Rates

Except as hereinafter stated, the maximum tax rates allowed by the Constitution of West Virginia for the
four classifications of property are as follows: Class I - $.50 per $100 assessed valuation; Class T1 - $1.00 per $100
assessed valuation; Class I11 - $1.50 per $100 assessed valuation; Class IV - $2.00 per $100 assessed valuation.

These rates of levy may not be exceeded except that a local levying body may provide for an election to
increase such rates within the respective taxing unit at either a general or special election. If at least 60% of the
voters voting in the election cast their ballots in favor, property tax levy rates may be increased by up to 50% by
municipalities and counties. If at least 50% of the voters voting in the election cast their ballots in favor,
property tax levy rates may be increased by up to 100% by boards of education. The increased levies may not
continue for more than three years in the case of municipalities and counties, or for more than five years in the
case of boards of education without resubmission to the voters.

School Tax Rates (Source: West Virginia State Auditor)

Taxes for school purposes are uniform throughout the County. I[n accordance with Chapter 11, Axticle 8,
Section 6¢ of the Code of West Virginia of 1931, as amended, the tax limit for school current expenses and
schoo! permanent improvement purposes combined is $0.2295 per $100 assessed valuation in respect to Class I,
$0.4590 per $100 in respect to Class 11, and $0.9180 per $100 in respect to Classes 11 and IV. By favorable vote
of at least a simple majority of the voters in an election, the above limitations may be increased by up to 100%
for a period of five years, after which an election must again be held. Further, a county board of education is
required to levy outside the rates provided by Chapter 11, Article 8, Section 6c¢, sufficient to pay the principal and
interest requirements on bonds issued by the school district not exceeding five percent of the assessed value of all
taxable property in the school district, in the manner provided by the Better Schools Amendment.

Tax Rates - By Property Class (Cents Per $100)
School Current Levy

T 2007-2008 2008-2009 20092010 20102011 2011-2012
1 19.40 15.40 19.40 19.40 16.40
I 38.80 38.80 38.80 38.80 38.80
1M and IV 77.60 77.60 77.60 77.60 77.60

School Excess Levy
20082009  2009-2010

2010-2011 20112012

2007-2008

I
I 45.00 45.00 45.00 45.00 45.00
1l and IV 90.00 90.00 90.00 90.00 90.00
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School Bonds
0! 2009

3.03 3.03 5.24
11 6.82 6.06 522 10.48 11.22
II1 and IV 13.64 12.12 10.44 20.96 22.44
Source: State of West Virginia Tax Department

The maximum tax rates described above are divided among the several levying bodies by statute. Under
Chapter 11, Article 8, Section 6b of the Code of West Virginia of 1931, as amended, the maximum levy rates
available to the County without approval by the voters is as follows: Class 1 - 14.3 cents per $100 assessed
valuation; Class II - 28.6 cents per $100 assessed valuation; Class III - 57.2 cents per $100 assessed valuation;
and Class IV - 57.2 cents per $100 assessed valuation.

Rates of Levy (Source: West Virginia State Auditor)

The tax rates for citizens of the County, including those imposed by the Berkeley County Board of
Education, but not including those relating to the proposed bond issue, in cents per $100 assessed valuation for
the 2011-2012 fiscal year, are as follows:

Tax Type R Class i

State Current 0.25 0.50 1.00
County Current 13.59 27.18 54.36
School Current 19.490 38.80 77.60
School Bonds 5.61 11.22 22.44

School Excess 22.50 45.00 90.00
' Source: State of West Virginia Tax Department

In addition to the rates of levy established for State, County and School purposes, the municipalities
within the County have additional rates of levy in effect as shown in the following table, in cents per $100
assessed valuation for the 2011-2012 fiscal year.

Municipality "~ Class 1 " Class I ~ Class IV
Hedgesville 5.30 10.60 21.20
Martinsburg 15.28 30.506 61.12

Source: West Virginia State Auditor

As heretofore stated, under Article X, Sections 8 and 10 of the Constitution of the State of West Virginia
and the Act, the Board may issue bonds for certain purposes in an amount which, when added to the aggregate
indebtedness then outstanding, will not exceed 5% of the most recent assessed valuation of taxable property in
the School District as of the date of bond authorization. Under such constitutional and statutory standard the
computation of debt limit of the School District and its debt contracting margin are as follows:

[Remainder of Page Intentionally Left Blank]
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Summary of Statistical Debt Information

Population (2010) 104,169
Assessed Valuation* 4,990,030,938
Debt Limit (5% of Assessed Valuation) 249,501,546.90
Qutstanding Debt (including the Series 2012 Bonds)y** 63,570,000
Debt Contracting Margin** 185,931,546.90
Per Capita Debt** 610.26
QOutstanding Debt as percentage of Assessed Valuation** 1.27%

Source: US Census Bureau and State of West Virginia Tax Department

*Assessed Value is estimated to be approximately 60% of appraised or market value
(Assessment Year 2011, Fiscal Year 2012).

** A gsumes a true interest cost of 2.01% on the refunding bonds. Preliminary and subject to
change.

Current Housing Environment in Berkeley County

Due 1o the national subprime lending crisis, beginning in 2008 the foreclosure rate has risen
steadily. While the percentage of mortgage payments that are ninety days past due has decreased from
6.07% to 4.37% from 2010 to 2011, the foreclosure rate has increased from 3.13% to 3.77% from 2010
to 2011 in Berkeley County. The increases in foreclosures in Berkeley County are a large reason why
the total valuation of residential property has decreased since the 2009-2010 tax year (see “Assessed
Valuation by Property Category” Chart on page 9). While it is unknown whether the subprime
mortgage crisis will continue to result in increases in the foreclosure rate in Berkeley County, if the
foreclosure rate continues to rise in Berkeley County, the valuation of residential property may continue
to decrease in Berkeley County.

Source: Federal Reserve Bank of Richmond.

{Remainder of Page Intentionally Left Blank]
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Debt Service Requirements

Upon issuance of the Bonds, based on the interest rates and yields set forth on the cover page, the Board
will have the following debt:

Schedule of Bond Indebtedness*
Public School Bonds
Series 2010

> Series 2010 P

2012 2,660,000 1.703.087.50

2013 2,770,000 1,623,287.50
2014 2,850,000 1,567,887.50
2015 3,010,000 1,452,287.50
2016 3,140,000 1,392,087.50
2017 3,275,000 1,313,587.50
2018 3,415,000 1,182,587.50
2019 3,560,000 1,045,987.50
2020 3,710,000 903,587.50
2021 3,865,000 755,187.50
2022 4,030,000 629,575.00
2023 4,205,000 493,562.50
2024 4,380,000 346,387.50
2025 4,565,000 171,187.50
TOTAL 49,475,000 14,580,287.50

*Preliminary, subject to change.

Qverlapping Debt

There is no overlapping county or ¢ity obligation debt.

CERTAIN FINANCIAL INFORMATION

Description of Funds

The accounts of the Board are organized on the basis of funds, each of which constitutes a separate entity
for accounting procedures. For reporting purposes the various funds are organized into the following major

groups:
1. Debt Service Fund

The Debt Service Fund is a separate and distinct fund used only as an “Interest and Sinking Fund” to
meet the demands of maturing bonds and bond interest payments.

Taxes levied on real and personal property {other than public utility property}, to be used to make Debt
Service Fund payments, are collected by the Sheriff, while taxes levied on public utility property to be used to
make Debt Service Fund payments are collected by the State Auditor and remitted to the Sheriff. Collections are
transferred periodically to the Bond Commission. The Bond Commission, in turn, disburses funds to meet the
pavment of bonds and bond interest payments as well as paying agency fees. From time to time, the Commission
invests amounts in the Debt Service Fund that are in excess of payment schedules and credits the interest income
to the Debt Service Fund. (See “Investment of Certain Funds™).
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2. Bond Construction Fund

The Bond Construction Fund is a separate and distinct fund consisting of proceeds from the sale of bonds
authorized by an election, from State School Building Authority funds and from special funds that are
categorically identified and authorized to supplement local bond proceeds or State School Building Autherity
funds. Expenditures are generally restricted to capital outlay purposes by the bond election call, by special
funding agreements or by the State Board of Education in approving specific building projects.

3. Capital Projects Fund

The Capital Projects Fund accounts for financial resources used to acquire or construct specific major
capital facilities other than by the sale of bonds or the reservation of monies in a permanent improvement fund.
A separate fund may be established for each specific capital project.

4. General Current Expense Fund

The General Current Expense Fund is a separate and distinct fund and is used for all general operating
purposes except for revenues and expenditures that are contained in the Debt Service Fund and the Bond
Construction Fund. Revenues generally come from: (1) general and special levy taxes, (2} other local or
miscellaneous revenues, (3) State aid to counties for restricted and unrestricted purposes, and {4) Federal aid
received directly or through the State, usually categorical or restricted.

5. Special Review Revenue Fund

Accounts for the financial resources of the Board, which are restricted either legally or by the grantor.

Investment of Certain Funds

Proceeds of tax collections relating to the Bonds which are transferred to the Bond Commission will be
invested in the Consolidated Fund managed by the West Virginia State Treasurer’s Office. The West Virginia
Board of Treasury Investments is governed by a Board of Trustees consisting of the Governor, the State Auditor,
the State Treasurer and two members appointed by the Governor. The Bond Commission currently invests its
funds in The Consolidated Fund’s Government Money Market Pool. Investments are limited to U.S.
Government obligations, select U.S. Government Agency-guaranteed obligations or repurchase agreements with
average maturities not to exceed 90 days.

Accounting Practices

The financial statements are prepared in conformity with accounting principles generally accepted in the
United States of America (GAAP) as applied to local governmental units. The Governmental Accounting
Standard Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The district-wide statements (Statement of Net Assets and the Statement of
Activities) are prepared using the economic resources measurement focus and the full accrual basis of
accounting. The governmental fund financial statements (Balance Sheet- Governmental Funds and the Statement
of Revenues, Expenditures, and Changes in Fund Balances- Governmental Fund) were prepared using the current
financial resources measurement focus and the modified accrual basis of accounting,

Annual Audit

An annual audit of accounts is prepared by the State Auditor or an independent certified public
accounting firm approved by the State Auditor. The audit is conducted 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.

Budgetary Procedures

Prior to the beginning of each fiscal year, the Board develops a fiscal plan consisting of contemplated
expenditures. The annual budget development process is customarily developed along the following guidelines
and in accordance with a budget calendar summarized as follows:
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July Overall pgoals are revised and established by the Board. Implementation and
vajuation of Board goals are established by the superintendent.

October Student enrollment and personnel employee numbers are gathered system wide to
determine State aid funding basis for subsequent fiscal year.

November/December- Al staffing reviewed. Personnel reductions and additions are determined by
local school councils, the public, the administration and the superintendent.

January/February Preliminary forecasts of revenues and expenditures are determined by
administration. Non-salary items reviewed.

March Assessed valuations and preliminary State aid calculations received on or about
March 3. The Board is required to ascertain the fiscal condition of the School
District and determine the amount to be raised by the levy of taxes. Proposed
levy rates must be submitted to the State Tax Commissioner and State Board of
Education by March 28.

April/May On the third Tuesday in April, the Board officially enters all levies for the
coming year by ordeting the levy of taxes commencing July 1. The proposed
budget must be made available for public inspection for ten days and must be
published in local newspapers for two weeks prior to the budget hearing.

A public hearing shall be held concerning the operating budget not less than 10
days after such budget has been made available for public inspection. The Board
is required to submit a budget to the State Board of Education and State Tax
Commissioner no earlier than 10 days after receipt of the final State aid
computations.

September Board advised of ending balances for previous fiscal year. Board and
administration evaluate status for current fiscal obligations in relation to ending
balances and established budgetary changes necessitated.

Internal Control

The system of internal control inciudes budgetary control, periodic operating reports and statistical
analyses. The system checks the accuracy and reliability of its accounting data, promotes operational efficiency
and encourages prescribed managerial policies.

The system provides segregation of functional responsibilities and control over assets, liabilities,
revenues and expenses. Responsibilities and delegations of authority are assigned by the superintendent and
Board in accordance with State Board of Education policy and advice of the State Auditor.

[Remainder of Page Intentionally Left Blank]

Berkeley County Board of Education (West Virginia) 15 Public School Refunding Bonds, Series 2012




Statement of Revenues and Expenditures -- Budget and Actual

Revenues, Expenditures and Changes in Fund Balance — Regulatory Basis
Budget and Actual
General Current Expense Fund
Year ended June 30*

evenus !lc,

Local Sources:
Property Taxes 61,390,811  61,206,21 | 59,205,210 57,969,376 | 57,898,574
Other Local Sources 2,421,560 2,428,297 2,468,012 2,711,069 2,349,180
State Sources 76,140,384 76,115,431 | 77,598,920 77,418,041 | 86,895,415
Federal Sources 3,385.000  3,083.261 4,840,000 35,003,518 2.895.000
Miscellaneous Sources - - - 34,541,
Total Revenues Collected 143,338,205 142,833,210 | 144,112,142 143,136,545 (150,038,169
Expenditures Paid.
Instruction 83,661,352 80,071,279 . 85,734,909 82,019,782 | 90,368,470
Supporting Services:
Students 7,637,628 7,280,705 7,907,903  7.494,733 | 8,046,970
Instructional Staff 4,067,102 3,959,281 4,308,021 4221582 4,572,170
Central Administration 2,478,495  2,125819 1 2,100,608 1,795,335 1,833,830
School Administration 8,666,650 8,523,580 | 9,035,818 §911.419] 9,218,620
Business Administration 3,686,165 3,087,543 4,133,384 3,534,137 | 3,647,880
Operation & Maintenance 16,581,734 14,408,436 | 14,795,173 13,763,730 | 14,126,650
of Facilities
Student Transportation 13,756,254 12,368,769 | 15,291,213 14,389,800 | 14,765,390
Food Services 4,200 1,898 8,400 5,755 4,400
Community Services 815,000 837,574 846,500 814,726 844,000
Capital Outlay 1,450,264 71,663 1,015,000 10,659
Debt Service:
Principal Retirement 76,930 76,924 76,930 76,924 76,930
Interest & Fiscal Charges
Reserves 2,248,556 - 9,174,139 -
Total Expenditures 145,130,330 132,813,471 [ 154,428,018 137,038,582 {147,505,310
Excess (Deficiency) of Revenues over Expenditures (1.792,125) 10,019,739 ((10,313.876)  6.097.963 | 2.532.859
Other Financing sources (uses)
Transfers in 150,000 443371 130,000 2,228,171 350,000
Transfers (out) (4,250,507) (4,248,506) | (4,236,240) (4,062,596) | (5,382,859)
Total Other Financing Sources {Uses) (4,100,507) (3,805,135) | (4,106,240) (1,834,425) | (5,032,859)
Net change in Fund Balance (5,892,632) 6,214,604 ((14,422,116) 4,263,538 | (2,500,000)
Fund Balance at July 1, 5892632 5892632 | 14442116 12.107.236( 2,500,000
Fund Balance at June 30, - 12,107,236 - 16,370,774 -

Source: Berkeley County Board of Education

*This does not include total estimated Other Post-Employment Benefits (OPEB) Liabilities of $35,296,127 for
all employees. See Notes to the Basic Financial Statements — Unaudited Annual Financial Statements Board of
Education for the Fiscal Year Ended June 30, 2011 attached hereto as Appendix A.
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Teachers Retirement System (Defined Benefit)*

The Teachers Retirement System (TRS), established in 1941, is a multiple employer defined benefit cost
sharing public employee retirement plan covering all full-time employees of the 55 county public school system,
certain personnel of the 16 state-supported higher education institutions, and employees of the State Department
of Education. As of July 1, 2010, there are 35,670 active members and 30,127 retirees. The plan reopened for
new members as of July 1, 2005.

Members contribute 6% of annual earnings. Employers contribute 15% or 7.5% of a member’s annual
earnings. A member who withdraws from service for any cause other than death, retirement or disability, may
request the accumulated employee contributions plus interest be refunded. TRS provides retirement benefits, as
well as death and disability benefits.

The most recent actuarial valuation of TRS was performed July 1, 2010 by Buck Consultants. The asset
vatuation method utilizes market value to place a value on assets. The actuarial cost method valuation utilized
entry age cost with individually computed acerued liabilities, including an earnings assumption of 7.5% annually,
net after expenses. As of July I, 2010, according to the actuarial valuation performed by Buck Consultants, the
unfunded liability of TRS was $4.76077 billion. The funded percentage was 46.5%. The State expects the TRS
unfunded accrued liability to be extinguished on or about June 30, 2034.

Teachers' Defined Contribution Retirement System*

The Teachers’ Defined Contribution Retirement System (TDC) is a multiple employer defined
contribution retirement system covering primarily full-time employees of the State’s 55 county public school
systems, the State Department of Education, and School for the Deaf and Blind hired after June 30, 1991. The
system includes former TRS plan members, including higher education employees, who elected to transfer into
or participate in TDC. The plan closed for new members as of July 1, 2005.

As of July 1, 2010, there were approximately 4,778 members in the TDC. Benefits depend solely on
amounts conftributed to the plan plus investment earnings. Employees are required to participate from the date of
employment. Members may choose from thirteen (13) separate investment options.

Employees contribute 4.5% of their gross compensation and employers contribute 7.5% of covered
members’ gross compensation from amounts allocated to the employers through the State School Aid formula.
Employer contribution for each employee (and interest allocated to the employee’s account) become partially
vested after six (6) vears and fully vested after twelve (12) years of complete service. Employer contributions
and earnings thereon forfeited by employees who leave employment prior to becoming fully vested are available,
in the event the employee does not return to active participant status within five (5) years, to reduce the
employer’s current-period contribution requirement. Benefits depend solely on the amounts contributed plus net
investment earnings thereon.

TDC Transfer to TRS*

In 2008, the West Virginia Legislature enacted legislation authorizing members of the TDC to elect to
voluntarily transfer to TRS. For the transfer to occur the legislation required that at least 65% of members of
TDC as of December 31, 2007 vote to elect the transfer. Over 78% of actively contributing TDC members
elected to transfer to TRS. Approximately 15,152 TDC members were transferred to TRS on July 1, 2008.

*Source: State of West Virginia Consolidated Public Retirement Board
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Insurance Coverage (Source: Berkeley County Board of Education)

I. Type Amount in Force (FY 2012}
Fire, extended coverage/buildings & personal property $ 308,250,000
Public official position bond: Superintendent § 10,000
Board Presidernt $ 10,000
Treasurer % 600,000
Blanket Bond N e
Fidelity Honesty Bond (all employees) $ 1,000,000
Money & Securities (all employees) $ 1,000,000

Deductible - $2,500 per occurrence

Liability Insurance: The Board is insured for the coverage indicated below under a general liability
policy and an automobile policy issue to the State of West Virginia by National Union Fire Insurance Co.
of Pittsburgh, Pennsylvania. The Board is an Additional Insured under the policies for a coverage period
July 1, 2011 to July 1, 2012. The Board is insured for the following coverages:

Comprehensive general liability insurance

Personal injury liability insurance

Professional liability insurance

Stop gap liability insurance

Wrongful act liability insurance

Comprehensive auto liability insurance

Auto physical damage insurance, including comprehensive and collision, and
Garagekeepers insurance.

2. Limits of Liability

EACH OCCURRENCE: $1,000,000 each occurrence for all coverage combined. This limit is
not increased if a claim is insured under more than one coverage or if claim is made against more
than one insured.

SPECIAL LIMITS: The auto physical damage limit is the actual cash value of each vehicle
subject to a deductible of $1,000.

DEFENSE COSTS: Defense costs are in addition to each occurrence limit of liability.
Source: Berkeley County Board of Education

TAX MATTERS

In the opinion of Bond Counsel, (a) under existing laws, regulations, published rulings and judicial
decisions of the United States of America, as presently written and applied, interest on the Bonds is excludable
from gross income of the owners thereof for federal income tax purposes, under Section 103 of the Internal
Revenue Code of 1986, as amended (the “Code™), and is not an item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals or corporates upon the conditions and subject to the limitations
set forth in this section; however, it should be noted that with respect to corporations (as defined for federal
income tax purposes), such interest is taken into account in determining adjusted current earnings for the purpose
of computing the alternative minimum tax imposed on such corporations, and (b) under existing West Virginia
Law, the Bonds are exempt from all taxation by the State of West Virginia or any political subdivision thereof.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross
income for federal income tax purposes of interest on obligations such as the Bonds. The Board has covenanted
to comply with certain restrictions designed to ensure that interest on the Bonds will not be included in federal
gross income. Failure to comply with these covenants may result in interest on the Bonds being included in
gross income for federal income tax purposes, possibly from the date of original issuance of the Bonds. The
opinion of Bond Counsel assumes compliance with these covenants. Bond Counsel has not undertaken to
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determine (or to inform any person) whether any actions taken (or not taken) or events occurring {or not
occurring) after the date of issuance of the Bonds may adversely affect the value of, or the tax status of interest
on, the Bonds. Further, no assurance can be given that pending or future legislation or amendments to the Code,
if enacted into law, or any proposed legislation or amendments to the Code, will not adversely affect the value of,
or the tax status of interest on, the Bonds. Prospective purchasers of the Bonds are urged to consult their own tax
advisors with respect to proposals to restructure the federal income tax.

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross income for
federal income tax purposes, the ownership or disposition of, or the accrual or receipt of interest on, the Bonds
may otherwise affect an owner’s federal tax liability. The nature and extent of these other tax consequences will
depend upon the particular tax status of the owner or the owner’s other items of income or deduction. Bond
Counsel expresses no opinion regarding any such other tax consequences.

Future legislative proposals, if enacted into law, clarification of the Code or court decisions may cause
interest on the Bonds to be subject, directly or indirectly, to federal income taxation or to be subject to or
exempted from state income taxation, or otherwise prevent beneficial owners from realizing the full current
benefit of the tax status of such interest. The introduction or enactment of any such future legislative proposals,
clarification of the Code or court decisions may also affect the market price for, or marketability of, the Bonds.
Prospective purchasers of the Bonds should consult their own tax advisors regarding any pending or proposed
federal or state tax legislation, regulations or litigation, as to which Bond Counsel expresses no opinion.

The opinion of Bond Counsel is based on current legal authority and represents Bond Counsel’s
judgment as to the proper treatment of the Bonds for federal income tax purposes. It is not binding on the
Internal Revenue Service (“IRS™) or the courts. Furthermore, Bond Counsel cannot give and has not given any
opinion or assurance about the future activities of the Board, or about the effect of future changes in the Code,
the applicable regulations, the interpretation thereof or the enforcement thereof by the IRS. The Board has
covenanted, however, to comply with the requirements of the Code.

Ownership of the Bonds may result in collateral federal income tax consequences to certain taxpayers,
including, without limitation, corporations subject to the branch profits tax, financial institutions, certain
insurance companies, certain S corporations, individual recipients of Social Security or Railroad Retirement
benefits and taxpayers who may be deemed to have incurred (or continued) indebtedness to purchase or carry the
Bonds. Bond Counsel will express no opinion regarding any such consequences.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and unless
separately engaged, Bond Counsel is not obligated to defend the Board or the beneficial owners regarding the
tax-exempt status of the Bonds in the event of an audit examination by the IRS. Under current procedures,
parties other than the Board and its counsel, including the beneficial owners, would have little, if any, right to
participate in the audit examination process. Moreover, because achieving judicial review in connection with an
audit examination of tax-exempt bonds is difficult, obtaining an independent review of IRS positions with which
the Board legjtimately disagrees may not be practicable. Any action of the IRS, including but not limited to
selection of the Bonds for audit, or the course or result of such audit, or an audit of bonds presenting similar tax
issues may affect the market price for, or the marketability of, the Bonds, and may cause the Board or the
beneficial owners to incur significant expense.

Original 1ssue Discount

The Bonds maturing on 1, through 1, (collectively, the
“Discount Bonds™) are being sold at an original issue discount. The original issue discount is the excess of the
stated redemption price at maturity of such Discount Bonds over their initial offering price to the public,
excluding underwriters and other intermediaries, at which price a substantial amount of the Discount Bonds of
such maturity were sold. Original issue discount, to the extent properly allocable to each owner of such Discount
Bonds, is excluded from gross income for federal income tax purposes with respect to such owner.
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The amount of original issue discount which is treated as having accrued with respect to such Discount
Bonds is added to the cost basis of the owner in determining, for federal income tax purposes, gain or loss upon
disposition of such Discount Bonds (including its sale, redemption or payment at maturity). Amounts received
upon disposition of such Discount Bonds which are attributable to accrued original issue discount will be treated
as tax-exempt interest, rather than as taxable gain, for federal income tax purposes.

Original issue discount is treated as compounding semiannually, at a rate determined by reference to the
yield to maturity of each individual Discount Bond, on days which are determined by reference to the maturity
date of such Discount Bonds. The amount treated as original issue discount on such Discount Bonds for a
particular semiannual accrual period is equal to the product of (i) the yield to maturity for such Discount Bonds
(determined by compounding at the close of each accrual period) and (ii) the amount which would have been the
tax basis of such Discount Bonds at the beginning of the particular accrual period if held by the original
purchaser, less the amount of any interest payable for such Discount Bonds during the accrual period. The tax
basis is determined by adding to the initial public offering price on such Discount Bonds the sum of the amounts
which have been treated as original issue discount for such purposes during all prior petiods. If such Discount
Bonds are sold between semiannual compounding dates, original issue discount which would have been accrued
for that semiannual compounding period for federal income tax purposes is to be apportioned in equal amounts
among the days in such compounding period.

Purchasers of any Discount Bond should consult their tax advisors regarding the determination and
treatment of original issue discount for federal income tax purposes, and with respect to state and local tax
consequences of owning such Discount Bonds.

Original Issue Premium

The Bonds maturing in 1,20 through 1, 20__ (each a *Premium Obligation” and
collectively, the “Premium Obligations™) are being sold at a premium. An amount equal to the excess of the issue
price of a Premium Obligation over its stated redemption price at maturity constitutes premium on such Premium
Obligation. An initial purchaser of a Premium Obligation must amortize any premium over such Premium
Obligation’s term using constant yield principles, based on the purchaser’s yield to maturity (or, in the case of
Premium Obligations callable prior to their maturity, by amortizing the premium to the call date, based on the
purchaser’s yield to the call date and giving effect to any call premium). As premium is amaortized, the amount of
the amortization offsets a corresponding amount of interest for the period and the purchaser’s basis in such
Premium Obligation is reduced by a corresponding amount resulting in an increase in the gain (or decrease in the
loss) to be recognized for federal income tax purposes upon a sale or disposition of such Premium Obligation
prior to its maturity. Even though the purchaser’s basis may be reduced, no federal income tax deduction is
allowed.

Owners of Premium Obligations should consult their own tax advisors as to the determination for federal
income tax purposes of the premium properly accruable in any period with respect to such Premium Obligations
and as to other federa) tax consequences and the premium for state and local tax purposes.

Information Reporting and Backup Withholding

Information reporting requirements apply to interest paid on debt obligations of state and local
governments, including the Bonds. In general, such requirements are satisfied if the interest recipient completes,
and provides the payor with, a Form W-9, “Request for Taxpayer Identification Number and Certification,” or
the recipient is one of a limited class of exempt recipients. A recipient not otherwise exempt from information
reporting who fails to satisfy the information reporting requirements will be subject to “backup withholding,”
which means that the payor is required to deduct and withhold a tax from the interest payment, calculated in the
manner set forth in the Code. For the foregoing purpose, a “payor” generally refers to the person or entity from
whom a recipient receives its payments of interest or who collects such payments on behalf of the recipient.
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If an owner purchasing a Bond through a brokerage account has executed a Form W-9 in connection
with the establishment of such account, as generally can be expected, no backup withholding should occur. In
any event, backup withholding does not affect the inclusion of the interest on the Bonds in gross income for
Federal income tax purposes. Any amounts withheld pursuant to backup withholding may be allowed as a refund
or credit against the owner’s Federal income tax liability, depending on the purchaser’s federal tax liability once
the required information is furnished to the Internal Revenue Service.

West Virginia Tax

In the opinion of Bond Counsel, under existing laws of the State of West Virginia, the Bonds are exempt
from all taxation by the State of West Virginia or any political subdivision thereof.

LITIGATION IN THE STATE CONCERNING THE SCHOOL FINANCING SYSTEM

The School District may be affected by litigation pending in the courts of the State of West Virginia
with potential impact on local taxes for school purposes similar to the litigation which has continued in certain
states, such as Serrano v. Priest in California, challenging the constitutionality of present systems of levying
taxes and applying funds for public school purposes.

On May 11, 1982 in the matter entitled Pauley v. Bailey, a special judge of the Circuit Court for
Kanawha County held that the West Virginia school finance system violates the West Virginia Constitution and
that inequities in the levels of funding for various counties were attributable to undue reliance on excess levies
which favored property rich counties. By order of March 4, 1983, a master plan prepared by the State Board of
Education and State Superintendent of Schools was filed as part of the record in the case. The court expressed its
intention that the master plan be viewed as a proposal to the State Legislature for implementing, by statute, a
constitutional system of financing public education. No legislation resolving the question was adopted during the
1984 legislative session, and on January 8, 1985, the plaintiffs moved the court to address the excess levy
problem. On December 3, 1985, the court ordered that if the legislature did not, by July 1, 1987, replace or
equalize excess levy revenues by one of the methods enumerated in such order, the court would direct a more
equitable distribution. The legislature then adopted a constitutional amendment authorizing a statewide excess
levy. The proposed amendment was to be submitted to the voters in a special election to be held March 5, 1988.
The court entered a supplemental order on June 29, 1987, providing that if the statewide excess levy was not
approved by the voters, a sum equal to 20% of each county’s excess levy revenues in fiscal year 1988-89 (to be
increased by an additional 20% in each of the next four fiscal years) would be withheld and distributed “on an
equitable basis described by the court.” The statewide excess levy amendment was defeated at the special
election and the supplemental order became operative. However, on April 8, 1988, the state tax commissioner,
the auditor and 33 county boards of education petitioned the Supreme Court of Appeals of West Virginia for a
writ of prohibition to bar enforcement of the supplemental order. On November 23, 1988 in State ex rel. the
Boards of Bducation of the Counties of Upshur et al, the Supreme Court of Appeals issued the writ of
prohibition, and noting that the court below had plainly exceeded its legitimate powers by the entry of an
unconstitutional order, found the existing excess levy provision not violative of the State Constitution. The
Supreme Court of Appeals suggested therein that it would be appropriate for the lower court to consider whether
a statewide reappraisal should be ordered to be implemented to remedy the school financing problem.

In May of 1995 a Motion to join the President of the State Senate and the Speaker of the State House of
Delegates as defendants in Pauley was granted by the Circuit Court. The Circuit Court later reconsidered this
Motion and the President of the State Senate and the Speaker of the House of Delegates are no longer defendants.
Additionally, with the motion to join defendants, the plaintiffs moved the Circuit Court for an order enforcing the
judgment previously entered including establishment of a timetable for implementation of the Master Plan for
Public Education and a timetable for implementation of changes to the system of financing public education in
West Virginia. A trial was scheduled for July 3, 2000. However, prior to going fo trial, the parties reached a
settlement with regard to a number of the issues.

Finally, on January 3, 2003, Pauley was dismissed and dropped from the active docket of the court. The
court stated in its Memorandum of Opinion and final Order the following:
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1. The plaintiff class’s request to compel the West Virginia Legislature to remove the net
enrollment caps in Steps 1 and 2 of the Foundation Allowance to provide additional professional and service
personnel of the county as embraced within West Virginia Code §18-9A-1, ef seq., and the use of a density
mileage factor within the Foundation Allowance is hereby DENIED.

2. The decision of the Honorable Dan C. Robinson that the School Financing Formula as embraced
within West Virginia Code §18-9A-1, et seq., was constitutionatly deficient is hereby vacated and held for
naught; and

3. West Virginia Cade §18-2E-5 is specifically found to satisfy the requirements of W.Va. Const.
Art. XII §1 to the extent that the Legislature has provided, by public law, for a thorough and efficient system of
free schools.

4. There being no further need to maintain continuing jurisdiction in this matter, this case shall be
dismissed and dropped from the active docket of this Court, to all of which action all parties” objection is hereby
preserved.

On December 28, 1990, a class action was filed against the State Superintendent of Schools, the West
Virginia Board of Education and the School Building Authority of West Virginia in the United States District
Court for the Southern District of West Virginia by a group of plaintiffs alleging improper action by defendants
in following a policy of approval of segregated outbuildings for special education students and expenditures
therefor. (Harris et. al. v. Marockie, et. al.). The action also alleged that defendants have discriminated against
the plaintiff class by failure to protect them from improper behavioral control procedures by County Boards of
Education, failure to monitor or enforce educational standards and failure to provide adequately trained
instructors.

Plaintiffs requested relief in the form of various declaratory and injunctive measures to remedy the
alleged improprieties, including submission of a plan to alleviate alleged constitutional and legal deficiencies in
special education in the State. No monetary damages were stated in the complaint. On July 10, 1991 a Settlement
Agreement was approved by the District Court. The Settlement Agreement, as approved by the District Court,
provided inter alia that the State School Building Authority would, in the application process and before
disbursement of monies to local boards of education, obtain sufficient information to assure that no projects
approved or funded would permit segregated outbuildings, segregated schools or inappropriately located self
contained classrooms in regular buildings in which classrooms are not contiguous to or in proximity with
classrooms of age appropriate, non handicapped children or that permits a county to continue the existence of
such an outbuilding, school or classroom.

In the opinion of Bond Counsel, the final resolution of the Pauley and Harris decisions by the courts of
the State will not affect the validity, nature of the Bonds or modify the right of the holders thereof to ultimate
recourse to untimited ad valorem taxes upon all the taxable property within the School District for the payment of
the Bonds if not paid from other sources.

LITIGATION

In the ordinary conduct of its affairs, the Board is party to litigation pending in the courts of the State.
The Board engages counsel to represent the Board on various matters. The Secretary of the Board has reviewed
the current status of all pending and threatened litigation with such counsel, and expresses the opinion of the
Board that while the outcome of litigation cannot be predicted, it is nevertheless not probable that Board liability
in any such matters is likely to have a material adverse effect on the financial condition of the Board.

On February 22, 2010, forty-nine (49) county boards of education, including the Board, filed a
Comiplaint in the Circuit Court of Kanawha County against the West Virginia Public Employees Insurance
Agency (“PEIA™), the PEIA Finance Board and the West Virginia State Auditor seeking legislative funding
through the Public School Suppert Program (the “Program™) to offset the costs of providing other post-
employment benefits to employees otherwise funded through the Program. The Circuit Court of Kanawha
County dismissed the suit on the grounds that it was a political question better answered by the West Virginia
Legislature. The county boards of education appealed this decision to the West Virginia Supreme Court. The
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West Virginia Supreme Court upheld the Circuit Court of Kanawha County’s decision to dismiss the suit. The
State of West Virginia’s OPEB liability and the Board’s OPEB liability is subject to additional lawsuits and
legislative discussion which may have an effect on the amount of the Board’s OPEB liability. No representation
can be made regarding the potential outcome of the lawsuits or the legislative discussions and any effect on the
amount of the Board’s OPEB liability. The Board does not expect the case to have a material adverse effect on
its financial condition or its ability to pay debt service on the Bonds.

At the time of payment for and delivery of the Bonds, the purchasers will be furnished with a certificate
of the Secretary of the Board that there is no litigation pending or threatened affecting the validity of the Bonds
or any of the proceedings taken with respect to the issuance and sale thereof or the levy or collection of any taxes
to pay the principal of or interest on the Bonds. Such certificate shall also state that there is no litigation pending
or threatened against the Board which materially adversely affects the financial condition of the Board.

CONTINUING DISCLOSURE

The Board has covenanted for the benefit of the Owners of the Bonds, in accordance with the Continuing
Disclosure Agreement which shall be delivered in substantially the form attached hereto as APPENDIX F, to
provide financial information not later than two hundred seventy (270) days following the end of the Board’s
fiscal year, commencing with the report for the fiscal year ended June 30, 2011, and to provide notice of the
occurrence of the enumerated events listed therein. The Annual Information and each notice of enumerated
events will be filed electronically by United Bank, Inc., Charleston, West Virginia, as dissemination agent, on
behalf of the Board, with the Electronic Municipal Markets Access system (“EMMA™}.

This continuing disclosure obligation is being undertaken to comply with Rule 15¢2-12 (the “Rule”)
promulgated by the Securities Exchange Commission. The Board has agreed to give notice in a timely manner to
EMMA of any failure to supply the required information. However, any such failure will not constitute a default
under the terms of the Bonds. Under the Continuing Disclosure Agreement, the sole remedy for such failure is to
seek an order for specific performance. SEE “APPENDIX F — FORM OF CONTINUING DISCLOSURE
AGREEMENT.”

The Board failed to comply with the Rule in filing annual financial information for Fiscal Year 2005 and
filed such information on January 13, 2010

LEGAL MATTERS

All legal matters incident to the authorization, issuance, sale and delivery of the Bonds are subject to the
approval of Steptoe & Johnson PLLC, Charleston, West Virginia, Bond Counsel, whose approving legal opinion
will be delivered with such Bonds. Certain legal matters will be passed upon for the Board by Laura L. Sutton,
Esquire, Martinsburg, West Virginia, Counsel to the Board.

RATINGS

Standard & Poor’s Corporation, 55 Waters Street, New York, New York, 10041, has assigned the Bonds
its rating of ‘AA’ based on the Board’s eligibility and participation in the West Virginia Municipal Bond
Program. The Board did not apply for any other ratings. Such rating reflects only the views of such organization
and reference is made to such organization for the meaning of such rating. There is no assurance that such rating
will continue for any period of time or that such rating will not be revised downward or withdrawn entirely by
the assigning rating agency, if in the judgment of such rating agency, circumstances so warrant, Any downward
revision or withdrawal of such rating may have an adverse effect upon the market price or value of the Bonds.

UNDERWRITING

The Bonds are being purchased by Crews & Associates, Inc. as Underwriter. The Purchase Contract
provides that the Underwriter will purchase all the Bonds if any are purchased, the obligation to make such
purchase being subject to the terms and conditions set forth in the Purchase Contract, including the approval of
certain legal matters by counsel. The initial public offering prices may be changed from time to time by the
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Underwriter. The Underwriter may offer and sell Bonds to certain dealers (including dealers depositing Bonds
into investment trusts) and certain dealer banks acting as agents at prices lower than the public offering prices
stated on the cover page hereof. The Underwriter has agreed to purchase the Bonds, subject to certain
conditions, for a purchase price of $ (par plus $ net
original issue premium, less $ underwriter’s discount.

CONCLUDING STATEMENT

The information furnished in this Official Statement is set forth for the benefit of prospective purchasers
of the § in aggregate principal amount of The Board of Education of the County of
Berkeley Public School Refunding Bonds, Series 2012. The material contained in the Official Statement was
compiled for and at the direction of The Board of Education of the County of Berkeley.

All statements, estimates, assumptions and summaries of documents in this Official Staternent have been
made on the basis of the best information available and are believed to be correct and reliable, but no
representations whatsoever are made that such statements, estimates, assumptions and summaries of documents
are correct or will be realized

This Official Statement is submitted in connection with the offering of the Bonds and may not be
reproduced or used, as a whole or in part, for any other purposes. Any statements in this Official Statement
involving matters of opinion or estimate, whether or not expressly so stated, are intended as such and not as
representations of fact. This Official Statement is not to be construed as a contract or agreement between the
Board and the purchasers or holders of any of the Bonds. The distribution of this Official Statement has been
approved by the Board. Additional information may be obtained from the undersigned at 401 South Queen
Street, Martinsburg, West Virginia 25401, telephone (304) 267-3500 and at jvbutts@access.k12.wv.us, The
Roard maintains a website containing current information about the Board at www. berkelevcountyschootls.org.

THE BOARD OF EDUCATION OF THE COUNTY OF BERKELEY

, President
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APPENDIX A

Unaudited Annual Financial Statements of the Berkeley County Board of Education for the
Fiscal Year Ended June 30, 2011
Audit Report of Berkeley County Board of Education for the Fiscal Year Ended June 30, 2010
Audit Report of Berkeley County Board of Education for the Fiscal Year Ended June 30, 2009

The Audited Financial Statements of the Berkeley County Board of Education for the Fiscal Year Ended
June 30, 2011, will not be available until March 1, 2012.
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ANNUAL FINANCIAL STATEMENTS OF THE
BERKELEY COUNTY BOARD OF EDUCATION
ON A GAAP BASIS
AS OF AND FOR THE FISCAL YEAR ENDED

JUNE 30, 2011



BERKELEY COUNTY BOARD OF EDUCATION
MANAGEMERNT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2011

Our discussion and analysis of the Berkeley County Board of Education’s financial performance
provides an overview of the Board’s financial activities for the fiscal year ended June 3C, 20711,
Please read this discussion and analysis in conjunction with the Board's basic financial
statements, which are presented immediately following this Management's Discussion and
Analysis,

Financial Highlights

s The Board's net assets exceeded liabilities by $102,698,974 at the close of the most
recent fiscal year. Unrestricted net assets were $(18,610,473). However, prior o
recording the liability for Other Post Employment Benefits {OPEB), the unrestricted net
assets were $18,685,654. These amounts and this liability will be discussed further.

e The Board's total net assets decreased by $4,026,971. This decrease is primarily
attributable to the increase of the liability related to OPEB that exceeded the fixed asset
additions for the Spring Miils Primary School, However, other factors were involved in the
change in net assets.

e As of the close of the current fiscal year, the Board governmental funds reported
combined ending fund balances of $30,068,905, a decrease of $22,105,540 in
comparison with the prior year. The Bond Construction Fund decreased by $8,920,147
as a result on ongoing construction projects. The general fund unreserved fund balance
is $(16,610,473). This is a result of recording the increase in OPEB liability of
$15,977,042 as a current liability in accordance with instructions from the West Virginia
Department of Education.

e The administrafion of the Board does not think that the CPEB liability meets the definition
of current liability as the payment of this amount.is not likely to occur in the next twelve
rionths nor has any payment been made for the liability that was recorded for the past
three years.

o The general fund unrestricted fund balance would have been $18,685,654 had the OPER
been listed as a long term debt.

s The Board has joined other Boards in the state in a lawsuit to clarify the proper
classification and responsibility of the OPEB liability. It is argued that the-State of West
Virginia is primarily responsible for the liability and should not be reflected by individual
Boards of Education,

Cverview of the Financial Statements

The discussion and analysis is intended to serve as an intreduction to the Board's basic financial
statements. The Board's basic financial statemenis comprise three components: 1) district-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This

report also contains other supplementary information in addition to the basic financial statements
themselves.




BERKELEY COUNTY BOARD OF EDUCATION
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2611

District-wide financial statements - The district-wide financial statements are designed
to provide readers with a broad overview of the Board's finances, in a manner similarto a
private-sector bysiness.

The statement of net assets presents information on all of the Board's assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financlal position of the Board is improving or deterigrating.

The statement of activities presents information showing how the govemnment's riet
assets changed during the most recent fiscal year. All changes in nel assets are
reported as soon as the underlying event giving rise to the change occurs, regardiess of
the timing or reiated cash flows. Thus, revenues and expenses sre reported in this
statement for some items that will only resutt in cash fiows in future fiscal periods (e.9.,
unceliected taxes and eamed but unused vacation leave).

The district-wide financizl statements can be found on pages 8-20 of this report.

Eund financial statements - A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The Board, like other state and local governments, uses fund accounting to
ensure and ‘demonstrate compliance with tinance-related legal requirements. All of the
funds of the Board can be divided into two categories: governmental funds and fiduciary
funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the district-wide financial statements.
However, unlike the district-wide financial statements, governmental fund financial
statements focus on nearterm inflows and outflows of spendable resources, as well as
on balances of spendable resources available at the: end of the fiscal year. Such
information may be useful in evaluating a government's near-term  financing
reguirements.

Because the focus of governmental funds is narrower than that of the district-wide
financial statements, it is useful to compare- the information presented for governmental
funds with similar information presented for governmental activities in the district-wide
financial statements. By doing so, readers may better uhderstand the long-term impact
of the government's near-term financing decisions. Both the governmental fund balance
sheet and the governmentat fund statement of revenues, expenditures; and changes In
fund balances provide a reconciliation to facilitate this comparison betweeh governmental
funds and governmenial activities.

The Board mantains six individual governmentai funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the general fund,
the special revenue fund, the debt service fund, the. bond construction fund, the special
revenue fund ARRA, and the capital projects fund, dll of which are considered major
funds.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the governmental entity. Fiduciary funds are not reflected in the district-




BERKELEY COUNTY BOARD OF EDUCATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2011

wide financial statement because the Board cannot use these funds to finance its
operations.

The Board uses an agency fund to account for resources held for student activities and
groups. The basic fiduciary fund financial statement can be found on page 14 ¢f this
report.

Notes to the basic financial statements - The notes provide additional information that
is essential for & full understanding of the data provided in the district-wide and fund
financial statements. The notes to the financial statements can be found on pages 21 fo
41 of this report.

District-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the Board, assets exceeded liabilities by $102,698,974 at the close of the
most recent fiscal year.

Governmential Aciivities

2011 2010
ASSETS
Current and other assets: $ 90,592,860 $ 93.634:959
Capital assets 136,169,936 122,099,551
Total assets $ 226,762,796 215,734,810
LIABILITEES AND NET ASSETS
Liabkilities:
Curfent and other liabilities 5 60,523,954 $ 41,655,869
Long-term liakilities cutstanding 63,539,868 67,352 695
Total liabilities 124,063,822 108,008,565
Net assets:
Invested in capital assets, riet of debt 72,630,068 54,746,855
Restricied 46,679,378 50,982,318
Unrestricted (16,610,473 996,774
Total net assets 102,698,274 106,725,945
Totat Habilities and net assets $ 226,762,796 ¥ 215,734,510

o A large portion of the Board's net assets, (71%) reflects its investment in capital assets
{e.g. land, buildings, furniture and equipment, vehicles); less any debt used to acquire
those assets that are still olitstanding. The Board uses these capital assets to provide
services to students; consequently, these assets are not avallable for future spending.
Although the Board's invesiment in capital assets is reported net of debt, it should be
noted that the resources needed to rapay this debt must be provided from other sources,
since the capital assets themsslves cannot be used to liquidate these liabilities,

-3-



BERKELEY COUNTY BOARD OF EDUCATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2011

e An additional portion of the Board's net assets (45%) represents resources that are
restricted for future capital projects.

The Board's net assets decreased by $4 million during the current year. The following
discussion and analysis on governmental activities focuses on this decrease.

Governmental Activities

2011 2010
Revenues:
Program revenues;
Charges for seivices $ 7,086,432 $ 5,083,632
Operating grants and contributions 18,727 411 18,832,800
Canpital grants and contributions 7,398,496 59,333,816
Genaral revenues:
Property taxes 65,076,642 65,228,570
Unrestricted state aid 103,080,383 82,841,171
Unrestricted investment earnings 855,217 735,833
Unrestricted grants and contributions 1,801,227 2,291,102
Total revenues 202,124,808 234 347,727
Expenses:
instruction 119,850,852 151,815,329
Supporting services:
Students 11,152,548 8,153,371
Instructional staff 7,560,594 6,506,169
District agmin. 2,269,029 1_2,18'51234
Sehool admin. 11,277 444 12,377 547
Business services 4,125,637 3,227,758
Operation and Maint. 15,668,875 18,265,661
5 Transportation 18,862,381 16,448,542
Total supporting senvices 70,916,505 68,164,682
! Food gervices 11,712,852 14,539,727
Cemmunity services 814726 837,574
Interest on iong-term-debt 2,856,844 853,684
Total expenses 208,151,779 236,211,006
Change in net assets before transfers (4,026,971} (1,863,279)
Transfers
Change in net assets (4,026,971) 1,863,279
Net assets - July 1 106,725,045 108,589,224
het assets - June 30 5 102,698,974 $ 106,725,045




BERKELEY COUNTY BOARD OF EDUCATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2011

The following chart shows the Board's revenues for fiscal year ended June 30, 2011 by
SOUrCe:

Revenues by Source

Chargesfor
Services

Operating Grants &
Conifrioutions
8%

Unrestricted Grants
& Contributions
1%
Capital Grants &
Contributions
4%

- |

\ {

i
i ﬁf\Property Taxes
[ 32%

Unrestricted State/

Aid
51%

Thie following chart shows the Board's -expenditures for fiscal year ended June 30, 2011 by
function:

Expenditures by Function
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BERKELEY COUNTY BOARD OF EDUCATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
Eor the Fiscal Year Ended June 30, 2011

Property tax decreased $153 thousand. State revenues increased by $21.2 million of which $18
million was the retirement paid on behalf of the County (see Note 3 and Note 10). Federal
revenues decreased by $1 million from the prior year. Other local decreased by $52 million as &
result of the construction bonds being sold in FY10. The following is a comparison of revenue
sources:

Total Governmental

2011 2010
Revenues:
Propesty taxes % 65075842 § 65229570
Qther Local sources 5,060,688 57,352,414
State sources 107,185,354 85,039,848
Federal sources 24,793,124 25 825,895
Total revenues $202,124 808 $234,347 727

Financial Analysis of the Board’s Funds

As noted earlier, the Schiool Beard uses fund accounting to ensure and demonstrate comipliance
with finance-related legal requirements.

Governmenial funds. The focus of the Board's governmental funds is to praovide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the Board's financing requirements. In particular, unreserved fund balance may serve
as a useful measure of a government's net resources available for spending at the end of the
fiscal year, As the Board completed the year, its governmental funds reported a combined fund
palance of § 30.1 million. 1f OPEB had not been recorded as a current liability, the combined fund
batances would have been $65.4 million.

Governmental funds report the differences between their assets and liabilities as fund balance,
which is then classified as nonspendable, restricted, committed, assigned, or unassigned.

General Fund Budgetary Highlights

During the year, the Board revised the budget. Budget amendments were to reflect changes in
pragrams and refated funding. The difference between the eriginal budget and the final amended
budget was an increase of $15.4 million or 10.8% in total general fund expenditures. The most
significant difference may be summarized as follows:

» Budgeting of prior year(2010) balances of $11.9 million.
¢ Siate Sources for $1.2 million.
s Federal Sources for $1.9 mitlion.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
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Capital Asset and Debt Adminisiration

Capital assets - The Board's investment in capital assets for its governmental activities
as of June 30, 2011, amounts to $136.2 million {net of accumulated depreciation), This
investment in capital assets includes land, buildings and improvements, furniture and
equipment, and vehicies.

Maijor capital asset events during the current fiscal year inciuded the following:

Governmental
Activities
Land 3 4,390,053
Buiidings ‘and improvemenis 112,645,740
Furniture and equipment 1,042,847
Vehicles 7,967,104
Construction in process 10,124,192
Total capital assets 3 136,169,938

Additional information on the Board's capital assets can be found in Note 7 to the basic
financial statements.

Long-term debt. Atthe end of the current fiscal year, the Board had total bonded debt
cutstanding of $58.4 million and capital lease obligations of $153,048. The obligation for
compensated absences for vacations was $214,096 at June 30, 2011. The following
chart identifies the total debts outstanding.

Governmental
Description: Activities
General obligation bonds $ 63,005,000
Capiial Lease obfigations 230,772
Compensated absences 214,096
Total debt outstanding $ 63,519,868

Additional information on the Board's long-term debt can be found in Note 8 to the basic

financial statements.

Contacting the Board’s Financial Management

This financial report is designed to provide our citizens and taxpayers with a general overview of
the Board's finances and to demonstrate the Board’s accountability for the money it receives. If
you have questions -about this report or need additional financial information; contact the Board

Office, 401 S. Queen Street, Martinsburg, VWV 25401.




BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION

STATEMENT OF NET ASSETS
JUNE 30, 2011
Governmental
Activities
ASSETS
Cash and cash equivalents $ 37,288,243
Investments 45,958,108
Taxes receivable, net of allowance for uncollectible takes 2,331,468
Food services receivable 421,186
Other receivables 79,451
Due from other governments:
PEIA allocation receivable 2,045,324
Reimbursemenis receivabie 2,469,081
Capital Assets:
Land 4,390,053
Buildings and improvements 148,696,009
Furniture and equipment 4,085,837
Vehicles 14,392,450
Construction in process 10,124,192

Less accumulated depreciation
Total capital assets, net of depreciation
Total assets

LIABILITIES AND NET ASSETS

Liabilities:

Salaries payable-and related payroll liabilities
PEIA premiums payable

Accounts payable

Other post employment benefit payable - state aid funded employees
Other post employment benefit payable - all other employees

Deferred revenues
Long-term chligations:
Due within one year:
Bonds, capital leases, -and contracts
Due-beyond one year.

Bonds, capital leases, and contracts
Compensated absences
Total liabilities

Net Assetis:

tnvested in capital assets, net of debt
Restricted for
Debt service
Special projects
Capital projects
Unrestricted
Total net assets
Total liabilities and net assets

See Notes to Financial Statemenis
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{45,618,604)

$ 138,162,936

$ 226,762,796

$ 15,756,905
4,546,808
2,143,668

27,323,407
7,972,720
2,780,357

4,751,924

58,573,848
$ 214,096

$ 124,063,822

$ 72,630,068

2,600,712

714,693

43,354,974
{16,610,473)

$ 102,698,974

§ 226,762,796




BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION
STATEWMENT OF ACTIVITIES
JUNE 30, 2041

Program Revenues Net (Expense),
Operating Capital Revenue & Changes
Charges for Grants and Grants and in Net Assets
Functions Expenses Services Contributions Contributions. Governmental Activities
Governmental activities: .
Fnstruction $ 119,850,852 $5,072,1058 § 8,321,265 $ 5,122,404 % {101,335,076)
Supporting services:
Students 11,152,546 - 1,605,074 - (9,547,472}
Instructiona! staff 7,580,584 - 1,885,114 - (5,675,480}
District administration 2,469,029 - 33,407 117,756 (2,117 ,865)
School administration 11,277,444 . - - (11,277,444)
Business services 4,125,837 - - - (4,125,637)
Cperation and maintenance of facifities 15,668,875 16,000 344,352 471,026 (14,837,497
Student transportation 18,862,381 170,087 57,118 1,510,675 (17 124 523)
Food services 11,712,852 1,828,280 4,481,082 - (5,403 510)
Community services 814,726 - - - {814,728)
Interest on long-term debt 2,856,844 - - 176,635 {2,680,210)
Total governmenta! activities $ 208,151,779 §$7,086,432 § 16,727,441 $ 7,398,456 § (174,938,440}
General revenues:
Property taxes 3 65,075,642
Unrestricted state aid 103,080,383
Unrestricted investment earnings 855,217
Unrestricted grants and contributions 1,804,227
Transfers in 5,380,822
Transfers (cut) (6,380,822)
Tota! general révenues and transfers 5 170,912,469
Change in net assels $ (4,026,971}
Net assets - beginning, as restated 3 106,725,045
Net assets - ending $ 102,898,974

See Notes to Financial Statements
G



BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2011

i1 67 71 21 31 51
Genaral Special Special Revenue Debt Band Capital
Currert Revenue ARRA Servica Construction  Projects Total
Expenae Fund Fund Fund Fund Fund Governmental
ASSETS
Cash and cash equivalents $31,780,831 $2540569 ¥ (129312) $ 2,609,712 $ 433066 $ 53376 & 37,288,243
inyastments 2,174,048 - - - 43,784,059 - 45,858 108
Taxes receivable, net 2083723 - - 247,746 - - 2,331,468
Food service recelvable, net - 421,186 - - - - 421,186
Other receivables 79,451 - - - - - 79,451
Due from other governments:
PEIA sllocation revelvable 2,045,324 - - - - - 2,045,324
Reimbursements recelvable 1,229,240 513,023 401,339 - - 325478 2,469,081
Total assets 320,302,617 $3474,778 ¥ 272028 § 2,857,457 $44217,124 3UVE8E6 % 50,592,860
LJABILITIES AND FUND BALANCES
Liabilities:
Salarles payabie and related payrof lisbilities § 14,080,485 $1455041 § 241,469 § - § - % - § 15,756,985
Other post employment benafils payable - state aid funded 27,323,457 - - - - - 27323407
Dther post employment benefits payable - all other empioyes: 1,972,720 7,972,720
PELA premiums payable 4,008,402 507,848 30,558 - - - 4,546,808
Accounts payable 660,678 241,984 - - 486,396 352,610 2,143,668
Deferred revenue 1.977,398 55_5,:_212 - 247746 - - 2,780,357
Total liabllitles 355,003,000 $2760085 § 272028 3 247746 § 888396 § 352810 % 80 523,855
Fund Balances:
Nonspendable $ 41808 3 - 3% - % - % - 3% - 3 41,905
Restricted - 714,683 - 2,609,712 43,328728 - 46,663,132
Assigned - - - - - 26,246 26,246
Unassigned (18:652,377) - - - - - (16,652,977)
‘Totat fund balances (16,610,473} 714,693 - 2,609,712 43,328,728 26,246 30,068,505
TOTAL LIARILITIES AND FUND BALANCES $ 39,302,617 $3474778 § 272028 5 2857457 S44.217.129 §370856 3 90,582 460

Atnounts reported fof governmental activities in the statement of net assets differ dueto:
Ciapilal assels used in governmenta! activitios are not financial resources and, theretore,

are nol reporied In the funds

Property taxes regeivable and food service billlhgs recelvable will be coflected {his year but are not available soon-encugh te pay for
the surren! pefiod's expenditures, and are therefore. deferred in the furids

Long-tesmn Kabilities, ncluding bonds payable, are nol due and payabie in the current petiod and,

therefore, are not reported in the funids
Bonas payable, due within one year
Bonds payable, due beyond one yaar
Captial leases payable
Gompensated absences
Net asséls of governmental aclivites

See Notes to Financial Statements

0-

3 136,189,236

4,675,000}
(58,420,000)
(230,772)
{214,006}

§ 102,598,974




BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

JUNE 30, 2011

General Special Debi Bond Capital
Curent Special Reavenue Service Construction Projects Total
Expense Revenue ARRA Fund Fund Fund Governmental
Revenues:
Properiy taxes $ 57,969,376 - % - § 7,106,268 § - § - § 65075642
Other Local scurces 2,711,068 1,808,713 74,000 9,519 422 846 - 5,026,147
State sources 95,739,114 5,349 187 - - - 8,107,074  107,180.354
Federal sources 5,003,518 12,482,478 7.219478 - - 87.650 24,793 124
Miscellaneous scurces 34,541 - - - - - 34,541
Total revenues $161,457,5618 3 19640350 § 7203476 § 7115785 § 422,846 § 6,194,724 $202,124,808
Expenditures: )
Instruction $103,672411 $§ 8342816 § 6256754 % - % $ ~ $118,271,981
Supporting services:
Studenis 9,486,063 1,203,227 463,255 - - - 11,152,546
Instructional staff 5,368,004 1,783,793 408,787 - - - 7,560,594
Central administralion 2186625 2,870 - - - - 2,199,454
Schoot administration 11,260,355 17,089 - - - - 11,277 444
Business 4,124,137 - - - 1,500 - 4,125,637
Operalion and maintenance of facilities 15,203,665 30,058 109,334 - - 122,645 15,465,702
Siudent transportalion 17,313,666 1,554,975 9 602 M - - 18,878,248
Food services 1,808,463 §,827,199 - - - - 11,636,862
Community services 514,726 - - - - - 814,728
Capital outiay 10,658 - - - 9,341,493 6,611,394 165,963,546
Debl service: - -
Principal retirement 76,924 - - 3,950,000 - - 4,026,924
Interest and fiscal charges - - - 2,856,844 - - 2,856,844
Total expenditures $171.336,607 § 22,762,031 § 7,247744 5 6806844 § 9,342.693 § 6,734,039 $224,230,347
Excess (deficiency) of revenues over
expenditures $ (9.879.079) $ (3,121,672) § 45,733 § 308,941 5 (8,920147) § (538,319 §(22,106,639)
Other financing sources {uses):
Transfers in § 2228171 § 4090406 § - F - 8 - 5 62,245 § 06,380,822
Transfers (out) (4,062,585} {403,688} {34,733 {1,742,372) - (T7.432) {6,380,822)
Total other financing sources (u_§ (1,834,425) § 3686717 § (94,733) §_(1.742,372) § - (16,187} % -
Net chasige in fund balances  §{11,713,504) § 565045 § (49,000} § (1.433431) $ (8,820,147} § (554,502) $ (22,105,539)
Fund balances - beginning $ (4806069y 53 1400848 § 49000 § 4,043,143 § 52,248,875 § 580,748 $ 52,174,445
Fund halances ~ ending $(18:610473) $ 714,603 § - § 2600712 § 43,328,728 § 26,246 $ 30,068,905

See Notes to Financial Statements
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BERKELEY COUNTY, WEST VIRGINIA, BCARD OF EDUCATION
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
JUNE 30, 2011

Amaounts reported for governmental activities in the statement of
activites are different due to:

=

Net change in fund balances - {otal governmental funds (22,105,539)

Governmental funds report capital outlays as expenditures.

However, in the statement of net assets, the cost of those assets is

allocated over their estimated useful lives and reported as

depreciation expense. The effect on net assets is the amount by

which .capital outlays exceed depreciation in the current period.
Depreciation expense (3,581,770)
Capital outlays 22,735,009

The repayment of the principal of long-term debt (e.g., bonds,
leases) consumes the cuirent financial resources of governmental
funds. However, such repayment has no effect.on net assets, 4,026,924

Differences in the cost and accumulated depreciation on dispased

capital assets are reported as aloss and reduction in net assets in

the statement of activities.
Cost of assets disposed {5,609,861)
Accumulated depreciation of assets disposed 526,817

Cempensated absences aré reéported as liabilities in the statement of
net assels, but are only reperted in goverrment funds to the extent
they have matured. This is the amount by which compensated
absences (increasad)/decreased.
Accrued vacation payable (18,741}

Change in net assets of governmental activities $  (4,026,971)

See Notes to Financial Statemenis
12-



BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION
OTHER SUPPLEVMENTAL INFORMATION

SCHEDULE OF CHANGES [N SCHOOL ACTIVITY FUNDS

JUNE 30, 2011

Cash Balance Reveriues Expenditures Cash Balance
711/2010 Recetved Paid 8/30/2013
High Schools:
Hedgesville High School - General Fund 355,359.00 510 527.68 498,722.66 367 163.9%
Martinsburg High School - General Fund 102,606.08 594,042.18 740,708.27 55,239,99
Martinsburg High School - Faculty Senale Fund 1,592.48 23,721.81 24,167.50 1,146.79
Mussalman High School - General Fund 441,145.50 585,111.36 566,824.81 459,432.05
Mussalman High School - Faculty Senate Fund 14,180.58 271,765.14 26,645.16 9,300.56
Tolal High Schools 914,883.84 1,635,168 14 1,857,068.40 892,983.36
wliddie and Junior High Schools:
Hedgesville Middle Scheol - General Fund 102,570.90 245,492.18 236,820.72 114,233,386
Musselman Middle School - General Fund 280,230.88 287,172.89 276,751 .17 301,852.70
North Middle Schoo! - General Fund 13,65825 93,786 08 101,663.60 5,781.73
North Middle School - Faculty Senate Fund 8,910.82 10,208.99 15,598.34 3,518.47
South Middle School - Generat Fund 85,235.65 160,385 91 183,582.67 62,038.89
South Middle School - Facully Senate Fund 18,632.48 13,600.00 21,974.84 10,257.54
Spring Milis Middle School - General Fund 132,357.57 176,987.35 171,289.28 138,055.64
Tolal Middle and Juniar High Schools £51,597.56 980 631.50 1,006,690.72 635,538.33
glementary Schools:
Back Cresk Valley Elemeritary Schoal - General Fund 7,160,893 38,347.68 28,124,22 14,384 .39
Bedingfon Elementary School - General Fund 17,867.52 63,037.37 G4,296,50 20,408,398
Bedington Elementary School - Facaity Senate Fund 2492.36 3,800.00 2,190,490 4;101.87
Berkeley Heights Elementary School - General Fund 40,021.67 124,196.06 121,456.81 42,760.92
Bunker Hill Elementary School - Gaparal Fund 23,054.32 96,244 38 87.494.27 31,804 91
Rurke Streel Elementary Schoal - General Fund 24,819.41 89,538.19 38,748.53 27,608.07
Burke Street Elementary School - Faculty Senate Fund 1,176.18 2,800,00 2,317.31 1,658.85
£agle School Intermediate Schoo} - Genaral Fund 16.017.28. 151,958 41 118,778.50 48,185.19
Gerrardsiown Elementary Schoot - General Fund 30,956.79 45,168,411 43,113.02 33,611.88
Hedgesvitle Elementary Sehool - General Fund 40,219.06 84,274.87 89,143.20 35,350.83
Jnwood Primary School —General Fund 1,317.79 26,295.34 26,977,864 £35.49
Inwood Primary Schoot - Faculty Senate Furkl 2.242.90 2.400.00 1,715.54 2,927,386
Marlowe Elementary Sghool - Gereral Fund 41,761.87 7459907 71,163.29 45,197.65
Mariowe Elementary School - Faculty Senate Fund 183.17 4.550.00 2,308:85 2,384.32
Mill Creek Intermediate-School - Genaral Fund 68,647.81 85,269.72 115,326.31 48,591.02
Wil Graek intermediate School - Faculty Senate Fund 6,827.15 B,800.00 10,119.2¢ 3,507.86
Mouniain Ridge Intermediate School ~Generat Fund 13,994.38 102,460.58 92,498 91 23,056.03,
Opedquon Elementary Schoo! - Genera! Fund 90,586,581 095,586.,33 89,423.32 98.749.82
Orchard View Intermediate School - General Fund 24,885.08 131,917.76 127,750.53 29.061.91
Pikaside Learning Centar - Genaral Fund 0.00 30,036.58 241424.47 591211
Potomack intermediate School - General Fund 42,240.05 1566,002,59 1560,308.77 47,933.87
Potomask Intermediate School - Faculty Senate Fund 1,820.71 8,546.44 5,341.48 1,125.66
Rasemont Elementary School - General Fund B5,862.46 89,837.46 78,237.62 8.456.30
Rasemont Elemantary School - Faculty Senate Fund 438510 6,400.00 498528 5,809.82
Tomahawk Elementary Schoet - General Fund 63,299.37 15{359.22 150,607.84 b53,770.75
Tuscarora Elementary Scheol - General Fund 3881042 73,286:91 76,526.62 35,568,714
Tuscarora Elementary School - Faculty Senate Fund 7,908.70 5,650.00 430432 8,454,38
Valley View Elementary Scheol - General Fund 26,355.88 75,890.83 82,634.38 21,712.33
Valiey View Elementary School - Facully Senate Fund 6,184.33 7.659.80 8,820.47 5,914.66
Winchester Avenua Elementary Schaol - General Fund 30,687.34 34.870.99 42,294.03 23,344.30
\Winchester Avenue Elementary School - Faculty Senate Fund 2.727.61 2,248,862 2,801.71 2.074.43
Total Elementary Shoools 756,604.21 1,830,135,50 1,762,355.93 824 383.78
Total 2,323,085.40 4,8655,935.14 4,826,415.05 2,352,905:49

See Notes to Financial Statements
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BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION
STATEMENT OF FIDUCIARY NET ASSETS - FIDUCIARY FUNDS
JUNE 30, 2011

Agency Funds

School Activity Regional Education Mulii County
Funds Service Agency Vocztiona! center
ASSETS
Cash and cash equivalents $ 2,352,808 $ 1,416,527 $ 605,081
Receivables - 721,385 100,54€
Total assets $ 2,352,905 3 2,137,892 3 705,637
LIABILITIES & FUND BALANCE _
Accounts payable and accrued liabilties 3,692,081 $ 1,556,810
Fund Balance $ 2,352,805 3 {1,454,188) (851,173)
Total liabilities and fund balance $ 2,352,905 $ 2,137,892 $ 705,637

See Notes to Financial Statement
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BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION
REQUIRED SUPPLEMENTAL iINFORMATION
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL - GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Variance With
Final Budget
Budgeted Amounts Actual Favorable
Original Finai Amounts {Unfavorable)
Revenues:
Property taxes $ 50205210 $ 59,205210 §$ 57,968,376 $ (1,235,834)
Other Local scurces 2,150,550 2,468,012 2,711,069 243,087
State sources 76,354,508 77,598,920 77,418,041 (180,879)
Federal sources 2,890,000 4,840,000 5,003,518 163,618
Miscellanecus sources - - 34,541 34,541
Total revenues $140,600,268 $144,112,142 $143,136,545 §  (875,597)
Expenditures:
Instruction $ 82,399,355 $ 85,734,908 $ 82,019,783 § 3,715,126
Supporting services:
Students 7,684,770 7,907,903 7,494,733 413,170
Instructional staff 4,318,970 4,308,021 4.2_21,5‘8_2 86,439
Central admiriistration 2,185,490 2,100,808 1,795,335 305,273
School administration §,812,000 9.035818 8,911,419 124,400
Business 3,515,330 4,133,384 3,634,137 599,247
Operation and maintenance of facilities 14,500,553 14,785,472 13,763,730 1,031,442
Student transpertation 14,624,130 15,291,213 14,389,860 801,413
Food services - 8,400 5,755 2,645
Community services 846,500 846,500 814,726 31,774
Capital outlay - 1,015,000 10,659 1,004,341
Debt service:
Principal retirement 76,930 76,830 78,924 _ 8
Reserves - 9,174,160 - 9,174,160
Total expenditures $138,964,028 $154,428018 $137,038,682 § 17,389,436
Excess {deficiency) of revenues over
expenditures $ 1,636,240 $(10,315876) § 6,097,863 § 16,413,839
Other financing sources (uses):
Transfers in 3 100,000 3 130,000 $ 2228171 §& 2098171
Transfers (out) (4,236,240) (4,236,240} (4,082,595) 173,645
Total other financing sources (uses) § (4,136,240) $ (4,106,240) $ (1,834425) § 2271815
Change in fund kalances $ (2,500,000) $(14,422,116) § 4.263.538 § 18,685,654
Fund balances - beginning $ 2,500,000 $ 14422116 $ (4,896,969) §(19,319,085)
Fund balances - ending § - & - §  (B33431) §  (633.431)

See Notes to Financial Statements
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BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION

REQUIRED SUPPLEMENTAL INFORMATION

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - SPECIAL REVENUE FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Variance With
Final Budget
Budgeted Amounts Actual Faverable
Original Finai Amounts {Unfavorable)
Revenues:
Local sources $ 2239942 $ 2,663,316 $ 1,808,713 § (854,604)
State sources 4132,883 5,434,770 5,348,187 (85,603}
Federal scurces 11,687,687 13,256,532 12,482,479 (774,053}
Total revenues $ 18,070,512 $ 21,354,618 $ 19,640,359 $ (1,714,259)
Expenditures:
instruction $ 7.203.464 $ 9628482 $ 8342816 § 1,285666
Supporting services:
Students 983,770 1,238,885 1,203,227 33,657
Instructional staff 580,861 2,481,595 1,783,793 697,803
Central administration - 2 870 2,870 .
School administration 14,000 24,000 17,089 8,911
Operation and maintenance of facilities - 259,961 30,058 229;803
Student transportation 1,500,265 1,563,506 1,664,973 8527
Food services 9,612,820 10,153,738 9,827,199 326,539
Total expenditures $ 19,905,180 $ 25,351,036 $ 22,762,031 $ 2585006
Excess (deficiency) of revenues over
expenditures $ (1,834,668) $ (3,996,418) § (3,121672) § 874,746
Other financing sources (uses):
Transfers in $ 3925000 $ 4121218 $ 4,090406 $ (30,812)
Transfers (out) {2,090,332) (274,447) (403,589) {129,242)
Total other financing sources (uses). §$ 1834668 §$ 3846771 $ 3686717 § (160,054)
Change in fund balances $ - % {149,648 3 565,045 % 714,693
Fund balances - beginning 3 - % 149,648 % 149,548 § -
Fund balances - ending $ - 3 - & 714893 $ 714,693

See Notes to Financial Statements
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BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION

REQUIRED SUPPLEMENTAL INFORMATION

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - SPECIAL REVENUE FUND - ARRA

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Variance With
Final Budget
Budgeted Amounts Actual Favorable
Original Finai Armounts (Unfavorable}
Revenues: '
Local sources $ - % 74,000 § 74000 % -
Federal sources 5,753,235 10,122,143 7,218,476 (2,802 6673
Total revenues $ 5,753,235 $ 10,106,143 § 72983476 § (2,902,667)
Expenditires:
Insiruction $ 5471775 $ 8,682180 3 6,256,754 $ 2,725426
Supporting services:
Students 281,460 757,068 463,256 293,813
Instructional staff - 341,565 408,797 (67,233)
Opetation and matntenance of facilities - 109,334 109,334, -
Student transportation - 21472 9,602 11,870
Total expenditures $ 5753235 $ 10211620 $ 7,247,744 $ 2,963,876
Excess (deficiency) of revenues over
expenditures $ - % (15477) % 45733 % 61,210
Cther financing sources (uses):
Transfers {out) $ - § (33,523) § (94,733) § {61,210)
Total other financing sources (uses) § - % (33,823) % (94,733) % (61,210}
Change in fund balances $ - ¥ (49,000} % (45.000) % -
Fund balances - beginning $ 49,000 5 49,000 % -
Fund balances - ending $ - 8 - § - $ -

See Notes {o Financial Statements
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BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION
OTHER SUPPLEMENTAL INFORMATION
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL - DEBT SERVICE FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Variance With
Finai Budget
Budgeted Amounts Actual Faveorable
Original Final Amounts {Unfavorable)
Revenues:
Local sources $ 6,802,844 $ 6802844 $ 71 06266 $ 303,422
State sources 9,519 9,519
Total revenues $ 6802844 $ 65802844 $ 7115785 § 312,841
Expendifures:
Debt service:
Principal retirement $ 3950000 $ 5200000 3 3,950,000 § 1,250,000
Interest and fiscal charges 2,852 844 3,872,882 2,856,844 1,016,038
Total expenditures $ 6802844 $ H072882 $ 6806844 § 2,266,038
Excess (deficiency) of revenues over
expenditures $ - % (2,270,038) § 308041 § 2,678,979
Other financing sources {uses):
Transfers (out) - % 773108 % (1,742,372) § 30,732
Tota! ather financing sources {uses) - % (1,773,405 8 (1 742.372) 30,732
Change in fund balances $ - 8§ (40437143) $ (1,433431) § 2609712
Fund balances - beginning $ 4,043143 $ 4,043143 § -
Fund balances - ending 3 - % - § 2809712 § 25609712

See Notes to Financial Statements
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BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION
OTHER SUPPLEMENTAL INFORMATION
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL - CAPITAL PROJECTS-BOND CONSTRUCTION FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Budgeted Amounts

Variance With
Final Budget
Actual Favorable

Criginal Final Amounts  (Unfavorable)
Revenues:
Other local sources 3 - 3 422 846 3 422 846
Total revenuas % - $ 422,846 3% 422 846
Expenditures:
Capital outiay $ 52247375 $ 9,341493 $ 42,905.882
Interest and fiscal charges 1,600 1,500 “
Total expenditures § 52,248,875 $ 9,342,993 § 42,905,882
Excess {deficiency) of revenues over
expenditures $(52,248,875) $ (B,920,147) § 43,328,728
Gther financing sources {useés):
Transfers in 3 - $ - $ -
Transfers (out) - - ~
Total other financing sources (uses) $ - $ - $ -

Change in fund balances
Fund balances - beginning
Restatement of funid balance
Fund balances - beginning, as restated

Fund balance -ending

$ (52,248 875)

$ (8,920,147) $ 43,328,728

$ 52,248,875

$ 52,248,875 § -

$ 52,248,878

§ 52,248,875 § -

$ -

$ 43,328,728 § 43,328,728

See Notes to Financial Statements
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BERKELEY COUNTY, WEST VIRGINIA, BOARD OF EDUCATION

OTHER SUPPLEMENTAL INFORMATION

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTWAL - CAPITAL PROJECTS FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Vartance With
Final Budget.
Budgeted Amounts Actual Favorable
Criginal Final Amounts {Unfavorable)
Revenues:
State sources 5 - $ 7,849,870 % 6,107,074 § (1,742,796)
Total revenues $ - $ 7840870 $ 6,107,074 § (1,742,796)
Expenditures;
Capital outlay 3 - $ 8018545 $ 6611394 $ 1407151
Operation and Maintenance of Facilitues - 357,164 122 645 234,519
Total expenditures % - $ 8375700 $ 6734030 $ 1,84167C

Excess-(deficiency) of tevenues over

expenditures 3 - $ (525839 § (625965} § (101,126)
Other financing sources {(uses):

Transfers in 3 . $ 61,241 % 82,245 § 1,004
Transfers (out) $ - $ (77.432) § {77.432) % -
Total other financing sources (uses) $ - 3 - $ - $ -

Change infund balances. 3 - 3 {16,191) $ (15,187) % 1,604

Net Change in fund balances $ - $ (542029 § (642152) $  (100,123)

Fund balance - beginning $ 542029 § 580748 § 38,719

Fund balance - ending $ - $ 4 $ 26,2468 % 26,246

See Notes to Financial Statements
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BERKELEY COUNTY BOARD CF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
For The Fiscal Year Ended June 30, 2011

Note 1 - Summary of Significant Accounting Policies:

The accompanying financial statements have been prepared in conformity with accounting principies
generaily aceepted in the United States of America {GAAP) as applied tc local government units. The
Governmental Accounting Standards Board (GASB) is the accepled standard-setting body for
establishing governmental accounting and financial reporting principles.

A, Reporting Entity:

The Berkeley County Board of Education (Schooi Board) is a corporation created under the autherity of West
Virginia Code §18-5-1 et seq. and is composed of five members nominated and elected by the voters of the
county for four-year terms. The Board is responsible for the supervision and control of the county school
district and has the autherity, subject to State statutes and the rules and regulations of the State Board, to
contral and manage all ¢f the public schools and school interests in the county.

GASB Statement 14 establishes the criteria for determining the govemmental reporting entity and the
companent units that should be included within the reporting entity. Under provisions of this statement, the
School Board is considered to be a primary government; since it is a separate legal entity, has s own
elected goveming body, and is fiscally independent of othier local govemments. The School Board has no
compenent units, defined by GASB Statement 14 .as other legally separate organizations for which the
efected board members are financially accountable,

B. District-wide and fund financial statements:

The districi-wide financial statements (the statement of net assets and the statement of activities)
display information about the School Board as a whole. These statements include the financial activities
of the overall government, except for fiduciary fund activities, Fiduciary funds are reported only in the
Statement of Fiduciary Net Assets at the fund financial statement jevel.

The Statement of Activities presents a comparison between direct expenses and program revenues for
each function of the school district's governmental activities. Direct expenses are those that are
specifically associated with a function and, therefore, are clearly ideniifiable to a particular function.

Depreciation expenses for capital assels that can be specifically identified with a function are included in
its direct expenses. Depreciation expense for “shared” capital assets (such as a school building that
may be used for instructicnal services, student and instructional staff support services, school
administration, and child nutrition services) Is distributed proportionally among the various functions.
Indirect expense allocations that have been made ih the funds have been reversed for the statement of
aclivities. Interest on general long-term. debt liabiiities is considerad an indirect expense and is reported
in the Statementof Aclivities as a separate line.

Program: reyenues include: grants and contrivutions that are restricted to meeting the operational or
capital requirements of a particutar function, restricted state aid, tuition, and other fees and charges paid
by students, Revenues that are not considered as program revenues are classified as general revenue
and include property taxes, unrestricted state aid, unrestricted investment sarnings, gain on sale of
capital assets, and federal and state grants not restricted to a specific purpose.

The fund financial statements provide information about the individual funds maintained by the Schoal

Board. All funds maintained by the school district are considered to be major funds for reporting
purpases and are discretely presented In the accompanying financial statements.
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RERKELEY COUNTY BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
For The Fiscal Year Ended June 30, 2011

The funds maintained by the Board are:

General Current Expense Fund: The General Current Expense Fund is the operating fund of the
Board and accounts for ail revenues and expendiiures not encompassed within other funds.  All
general tax revenues and other recelpts that are not allocated by law or contractual agreement to
other funds are accounted for in this fund. General operating expenditures and the capital
improvement costs that are not paid through other funds are paid from the General Current Expense
Fund.

Special Revenue Fund; The Special Revenue Funds are operating funds of the Board and accounts
for-all revenues and expendifures attributable to state and federal grants (including ARRA) and other
revenue sources that are legally restricted to expenditure for specific purposes.

Debt Service Tund: The Debt Service Fund is used to account for the resources accumuliated and
payments made for principal, interest, and related cosls on general obligation bonds issued by the
Board for the acquisition of capital assets. '

Capital Projects Funds: Capital Projects Funds are used to account for all resources used for the
acquisition of capital faciities by the Board. These funds can include: @ bond construction fund,
used to account for the proceeds from the issuance of general obligation bonds; a permanent
improvement fund established under the authority of West Virginia Code. §18-9B-14 1o account for
the proceeds of résources used for the support of various building and permanent improvement
projects, and; one or more capital projects funds used to account for the resources used in the
construction of a specific.capital facility.

Agency Funds: Agency funds are used to account for assets that the Board hoids for others in an
agency capacity. These include: Regionai education setvice agencies (RESA’s) and multi-county
vocational centers (MCVC's) for the purpose of providing high quality, cost effective educational
programs and te provide vocational training, respectivély, in which the county board of education
serves as the fiscal agent; schoo! activity funds to account for the assets of the individual scheols of
the district, the student clubs, and school support organizations; and may inciude a schaolarship fund
to account for contributions and donations made.to the school disirict by a benefacter for the purpose
of providifig scholarships for graduates of the scheol district.

C. HMieasurement Focus and Basis of Accounting

The district-wide statements (Statement of Net Assets and the Statement of Activities) were .prepared
using the economiic resources measurement focus and the full accruai basis of sccounting. Revenues
are recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of
when the related cash flows are received. Revenues and expenses resulting from exchange and
exchiange-like transactions are recognized when the exchange takes place; revenues and expenses
resulting from non-exchange transactions, such as property taxes, federal and state grants, state aid to
schools, and donations, are recognized in accordance with the requirements of GASB Statement 33,
Property taxes are recognized in the fiscal year for which the taxes are levied; state aid to schools is
recognized in the year for which the legislative appropriation is made; and grants and donations are
recognized in the fiscal year in which all efigibility requirements have been satisfied.

The governmental fund financial statements were prepared using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are
recoghized when measurable and available. “"Measurable” means the amount of the transaction can. be-
determined and “available” means collectible within the current period or soon enough thereafter to pay
liabilities of the current period. The Board considers all revenues available if they are collected within

29




BERKELEY COUNTY BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
For The Fiscal Year Ended June 30, 2011

(30) days after year-end. Expenditures are recorded generally when the related fund liabiiity is incurred,
except for unmatured principal and interest on general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures to the extent they have matured.
General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are reported as other finaricing resources.

Fiduciary funds are custodial in nature (assets equal liabilities) and do not present results of operations
or have a measurement focus. Agency funds are accounted for using the accrual hasis of accounting.
These funds are used to account for assets that the School Board holds for others in an agency capacity.

Encumbrances:

Encumbrance accounting is empioyed in governmental funds. Encumbrance accounting, under which
purchase orders, contracts and other commitments for the expenditure of monies are recorded in order
to reserve that portion of the applicable appropriation, is employed as an extension of the formal
budgetary process. Encumbrances outstanding at year-end are reported in the appropriate fund balance
category (restricted, committed or assigned) since they do not constitute expendifures or liabilities
bacause the commitments will be honored during the subsequent year,

Cash and Investments:

Cash on hand and deposits with banking institutions either in checking or savings accounts -are
presented as cash in the accompanying financial statements. Our General Fund Checking account
earns interest but is included in our'cash and cash equivalents and not as investments. Such deposifs at
June 30, 2011 were entirely covered by federal depository insurance or secured by adequate bond or
cther securities heid by the banking institution in the Board's name:

Boards of education are authorized by statute to provide excess funds to. either the State Consolidated
Investment Pool or the Municipal Bond Commission for investment purposes, or to invest such funds: in
the following classes of securities: Obligations of the United States-or any agency thereof, cerificates of
deposit and repurchase agreements. Funds of the Board are temporarily invested by the West Virginia
Municipal Bond Commission specifically on behalf of the Board as part of the Commission’s consolidated
investment pool. Thesg investments are considered cash and cash equivalents dus to their liquid
naiure.

Investments of the Board at June 30, 2011 consisted of the following:

Estimated Fair

Carrying Amount Value Bank Balahce
State Investment Pool $ 431,824 % - % 431,924
Municipa! Bond Commission 4,352,084 - 4,352,084
BB&T-CD 20,063,540 - 20,083,540
MVB 23,730,271 - 23,730,271
Total investments 3. 48567819 § - % 48 567,818

Money market accounts with financial institutions were entirely covered by federal deposit insurance or
secured by adequate bond or other securities held by the banking institution in the board's name.
Custodian credit risk is the risk that in event of a bank failure, the Board’s deposits may not be retumned
to it. The Board has limited its custodial credit risk by assuring that these deposits wiih financial
institutions are adequately coliateralized.
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BERKELEY COUNTY BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
For The Fiscal Year Ended June 30, 2011

Interest rate risk is the risk that changes in interest rates demanded by the market will adversely affect
the fair value of an investment. Generally, the longer the maturity of an invesiment, the greater the
sensitivity of its fair value to changes in market interest rates. One of the ways that the Board manages
its exposure to interest rate risk for investments is by purchasing short term investments that are less
affected by changes in market rates as compared to long term investments.

At Jume 30, 2011, the Board has $4,352,084 invested with the West Virginia Municipal Bond
Commission. Pool investments of the Municipal Bend Commission are held in a Government Money
Market with the WV Board of Treasury Investments Consolidated Fund.

Credit Risk: Cradit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations,

Exposure to credit risk in the Government Money Market Pool is limited to U.S. Treasury issues and U.S.
government agency issues and repurchase agreements coliateralized by U.S. Treasury issues and U.S.
government agency issuies. The pool must have at least 156% of its assets in U.S. Treasury issues.

The Board's investraents in the Consolidated Fund pool and related accounts have not been rated for
credit risk by any drganization.

Concentration of Credit Risk: Concentration of credit risk is the risk of loss afiributed to the maghitude
of a government's investments in a single issuer. West Virginia statutes prohibit the Consolidated Fund
Pool from investing more than 5% of its assets in securities issued by a single private corporation or
association. At June 30, 2011, the Pool did not have investments in any one private corporation or
associafion that reprasented miore than 5% of assats.

Interest Rate Risk: interest rate risk is the risk that.changes ininterest rales will adversely affect the fair
value of an investment. The overall weighted average maturity of the investments of the Government
Money Market Pool within the Consolidated Fund Pool cannot exceed 60 days. The maturity of floating
rate notes is assumed to be the next interest rate reset date.

Feod Service receivables:

The accounts receivable for the Food Service Program has been reduced by $335,716 for uncollectible
accounts. The allowance for uncollectible acceunts was calculated based upon historical data
maintained by the Board.

3. interfund receivables and payables:

Activities between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either “due to/from other funds” (i.e., current portion of interfund
loans) or "advances to/from other funds” (i.e., the non-current portion of interfund loans).

Advances between funds, as reported in the fund financial statements, are offset by a fund balance
reserve account in applicable governmental funds to indicate that they are not available for appropriation
and-are not expendable -available financial resources.

. inveniories:

Inventories are valued at cost or, if donated, at fair value when received. Inventories of governmental
funds are recorded as expenditures when consumed rather than when purchased.
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BERKELEY COUNTY BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
For The Fiscal Year Ended June 30, 2011

Prepaid ltems:

Certain payments to vendors reflect costs applicabie to future accounting periods and are reccrded as
prepaid tems in both government-wide and fund financial statements.

Capital Assets:

Capital assets, which include land, buildings and improverments, furnifure and equipment, and vehicles,
are reported in the district-wide financia: statemenits. The board defines capital assets as assets with an
initial, individual cost of $5,000 or more for land, furniture, vehicles, and equipment and $100,000 for
buildings and an estimated useful life in excess of two years. Purchased or constructed capital assets
are reported at cost or sstimated historical cost. Donated capital assets are recorded at estimated fair
value at the date of donation. The cost of normal maintenance and repairs that do nhot add to the value
of the asset or materially extended assets’ lives are not capiialized.

Major outlays for capital assets and improvements are capitalized as projects are consiructed. interest
incusrred during the construction phase is not capitalized.

Buildings and improvements, furniture and equipment, and vehicles of the Board are depreciated using
the straight-line method over the following estimated useful lives:

Assels Years
Buildings 50
Site Improvements 20-35
Furniture and Equipment 5~20
Vehicles 8§-12

Compensated Absences and Special Termination Benefits;

Compensated Absences:

It is the Board's policy to permit employees to accumulate earned but unused. vacation and sick -pay
benefits. Vacation and sick benefits can be accumulated up to twenty and unlimited days, respectively,
and five vacation days and unlimited sick days may be carried forward to the subsequent fiscal year, Al
vacation pay is acerued when incurred. In lieu of a cash payment at retirement; an employee can elect
to use accumulated annual leave toward their postemployment health care insurance premium.
Employees also earn sick leave-benefits which accumulate but do not vest.

Special Termination Benefits:

When separated from employment, employees’ sick leave benefits are considered ended and ne
reimbursement is provided. However, upon retirement, an employee’s accumulated annual sick leave
may be converted to a greater retirement benefit or payment of the retired employee’s health insurance
premiums. The cost of the increased retirement opticn is the liability of the West Virginia Consolidated
Public Retirement Board.

The payment of health insurance premiums must be absorbed by the last agency employing the retiree,
Historically, the West Virginia State Legislature appropriates funds that are used by the Board to pay for
its obligations for this special termination benefit. Because such apprapriations are at the discretion of
the Legislature and not guaranteed, the liability for sick leave convertible to health insurarice prémiums
using the vesting metheod is recorded in the Board's financial statements. The liability for accrued
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personal leave was reported using the guidance of GASB Statement 16 for a previous year. But the
State Auditor has subsequently determined that accrued personal leave should not be considered a
termination benefit, therefore, this liability is not ncluded in compensated absences In the accompanying
financial statements.

Other Post Employment Benefits (OPEB):

The Governmental Accounting Standards Board (GASB) issued Statement 45 in 2004 fo establish
standards for the measurement, recognition, and reporting of other post employment benefits (OPEB)
expenses/expenditures and retated liabilities.

Other post employment benefits in West Virginia consist mainly of: Allowing employees hired prior to July
1, 2001 to convert unused annual, sick and/or personal leave to paid-up PEIA premiums, and aliowing
retirees to purchase PEIA health insurance at a deeply discounted premium rate.

As a result, the West Virginia Legislature passed HB 4654 in 2006 adding a new article to the State
Code, VWC §5-16D-1 et seq. The article, among other things: Created the Waest Virginia Retiree Health
Benefit Trust Fund (RHBT) for the purpose: of administering retiree post-employment health care
benefits: vested the responsibility for operation of the fund with the PEIA Board of Finance; Teguired the
Board of Finance to adopt aciuarial assumptions and determine the annual required contribution (ARC)
rates sufficient to maintain the fund in accordance with the state plan for other post-eimployment berefits,
required the board to have an actuarial valuation conducted at least biannually; required the Board of
Finance 1o set the total ARC sufficient to maintain the fund in an actuarialty sound fnannet in accordance
with generally accepted accounting principtes; required the Board of Finance to bill all participating
employers their share of the ARC, and; required participating employers to make annual contributions to
the fund.in, at least, the amount of thé minimum annual employer premium paymerit rates established by
the board.

Upon refirement, the public employees who elected to participate in the PEIA insurance plan are eligible
to credit unused sick or annual leave towards insurance coverage, according to the following formulas:

Retired employees who elected to participate in the PEIA insurance plan prior to July 1, 1988: Those
without dependents may credit two days of unused sick or annual leave towards one month of insurance
coverage; the retirees with dependents may credit three days of unused sick or annual leave towards
one month of insurance coverage.

Retired employees who elected te participate in the PEIA insurance plan hetween July 1, 1988 and June
30, 2001: those without dependents may. credit fwo days of unused sick or annuai leave towards ona-half
month of insurance coverage; the retirees with dependents may credit three days of unused sick or
annual lzave towards one-half month of insurance coverage.

Employees: hired on or after July 1, 2001 may not apply any unused sick or annuaj leave towards the
cost of health insurance premiums.

In the alternative to applying unused sick and annual leave to health insurance, all employees
participating in the PEIA insurance plan, and who are members of the State Teachers' Defined Benefit
Retirement System, may apply unused sick and annual leave towards an increase in the employee's
retirement benefits with those days constituting additional credited service. The cost for the employees
who elect this option is reflected as a liability of the State Teachers' Retirement System and not included
as an OPEB obligation.

06-




BERKELEY COUNTY BOARD OF EDUCATION
NOTES TO THE BASIC FINANCIAL STATEMENTS
Eor The Fiscal Year Ended June 30, 2011

All retired employees are eligible to obtain health insurance coverage through PEIA with the retired
employee’s premium contribution established by the Finance Board. The Finance Board has allowed
retirees to obtain health insurance coverage at essentially the same premium rate as active employees
with the difference between the retirges’ premium contributions-and the cost of providing health care to
refirees subsidized by the State. It is this subsidy that has created the major portion of the OPEB
actuarial liability,

Based on the latest actuarial evaiuation of the RHBT, the annual required contribution (ARC) for the
State and the boards of education for fiscal year ended June 30, 2010 was determined {o be:

Amount/
Total Policy Holder

Total Annual Required Contribution $ 816,274,000 $ 10,844

Pay as you go ~ Retiree Subsidy {145,671,196) (1,935)
Remaining ARC $ 670,602,804 $ 8,909

The following summarizes the Board’s OPEB activity:

OPEB liabitity as of June, 30, 2010 $ 17,004,205
FY11 OPEB fiability $ 19,443,292
Less: 2011 Pay as you go paymerits and other credits (1,151,370}
2011 OPEB &t year end § 35,296,127
Portion attributable to persorinel funded through the PSSP $ 27,323,407

it is the opinion of the Board that the State i3 constitutionally required to appropriate sufficient funds o
cover the cost of the ARC for personnel funded through the Public Schoo! Support Program (PSSP);
however, no additional funds have been appropriated for this purpose as of the date of this report.
Furthermore, the Board has elected, pursuant to the provisions of WVC 5-18D-6, not te remit to the
RHBT any amouint in excess of the minimum annual required premium payment.

M. Long-term Obligations

In the district-wide financial staterments, long-term debt and other long-term obligations .are reporied as
liabilities in the. applicable governmental activities, statement of net assets. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the
effective interest method, Bonds payable are reported net of the applicable tond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuances are reporied as other financing sources
while discounts -on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures, Capital
lease payments are reported in the general current expense or special revenue fund.
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N. Restricted Net Assets:

For the districl-wide statement of net assets, net assets are repored as restricted when constraints
placed on net asset use are gither externally imposed by creditors (such as debt covenants), grantors,
contributors, or laws or regulatiens of other governments, or impesed by law through constitutional
provisions or enabling legislation.

0. Fund Eqguity:

Effective July 1, 2010, the Board adopted GASB Statement No. 54 “Fund Balance Reporting and
Governmerital Fund Type Definitions,” which establishes new standards of accounting and finangial
reporiing that are intended to improve the clarity and consistency of the fund balance information
provided to financial report users. The classifications are based primarily on the extent to which the
Board is bound to honor constraints-on the specific purposes for which the amounts in those funds can
be spent. Fund balances are reported in the following categories:

= Nonspendable fund balances inciude amounts that cannot he spent because they are in a
nonspendable form, such as inventory, or prepaid expense amounts, or they are legally or
contractually required to be maintained intact, such as the corpus of a permanent fund.

« Restricted fund balances are restricted due to legal restrictions from creditors, grantors, or laws
and regulations of olher governments or by legally enforceable -enabling legislation or
constitutional provisions.

« Assigned fund balances are constrained by the intent to use funds for specific purposes, but are
naeither resiricted nor commitied. Intent can be. expressed by the five-member School Board or
by a body or official to whom the Schiool Board has delegated the authority to assign amounts fo
be used, for specific purposes. By reporting particulzr amounts that are not resiricted or
committed in & special revenue, capital projects, debt service, or permanent fund, the Board has
assigned those amounts to the purposes of the respective funds.

s Unassigned fund balance is the residual classification for the general fund. This classification
represents fund balance that has not been assigned to other funds and that has not been
restricted, committed, or assigned to specific purpeses within the general fund, In other funds,
any riegative fund balances would be unassigned.

P. Elimination and Reclassifications:

In the process of aggregating data for the statement of net assets and the statement of activities, some
amounts reported as interfund activity and balances in the funds were eliminated or reclassified.
Interfund receivables and payables were eliminated to minimize the “grossing up”® effect on assets and
liabilities within the governmental activities column.

Q. Accounting Estimates:

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statement and

the reported amounts of revenues and expenditures during the reporting period. Actual results could
differ from those estimates.
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R. Restricted Rescources:

Restricted resources should be applied first when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available. If an expense is incurred for purposes for which
committed, assigned and unassigned fund balances are all available, the fund balances should be
reduced in the following order: committed, assigred, and then unassigned.

Note 2 - Stewardship, Compliance and Accountability:

A. Budgets and Budgetary Accounting:

All boards of education within West Virginia are required by statute to prepare annual budgets and levy
rate estimates on prescribed forms and submit these for approval. Budgets are presented on the
modified accrual basis of accounting for all-governmental funds but do not include amounts for other post
employment benefits billed by PEIA beyond the refiree subsidy amount because only the retiree subsidy
amounts are required to be remitted according to WVG 5-16d-16(e). Budgets are not adopted for
agency funds. The following procedures are followed in preparing the annual budget:

1, Pursuant to State statute, the Board is required o hold a meeting or meetings between the
seventh and twenty-sighth days of March to ascettain its financial condition and to. determine the
amount that is to be raised from the levy of taxes for the fiscal year commencing July 1. The
Board adjourns the meeting and submits its Schedule of Proposed. Levy Rates to the State
Auditor's Office for approval. The Board then reconvenes its meeting on the third Tuescay of
April to formally lay the approved ievy,

2. The Board is also required to submit its proposed budget for the subsequent year to the State
Board of Education for approval by the date established in the budget calendar. The Board is
also required to hold a public hearing on the proposed budget before it is submitted for approval.
The proposed budget must be made available for public inspection for at least 10 days before
the public hearing is held.

Revisions to the budget are authorized only with the prior written approval of the State Board of
Education.

Deficiencies in Net Changes in Fund Balances and Deficit Fund Balances;

The deficiency in the general fund i a direct result of recording the OPEB liability as a current liability. As
previously noted, the Board does not intend to remit payments that are constitutionally reguired to be
appropriated by the state. The deficiency should have liftle impact on the financial results of the fund.
For the year ended June 30, 2011, expenditures exceeded appropriations in the funds listed at the
function level, which, according to State Board Policy, is the level at which budgetary controls must be
maintained.
SPECIAL REVENUE-ARRA FUND:
Function Amount

Instructionat Staff $67,233
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The over expenditures in these programs were funded by a reduction of expenditures in the remaining
functions, available beginning fund balance, revenues received in excess of the anticipated amounts
budgeied.

Note 3 - Change in Accounting Policy:

The Board changed its method of accounting for the following items in order to comply with accounting
principies generally accepted in the United States of America:

GASB 24 — As of July 1, 2010, the Board implemented GASB Statement No. 24, "Accounting and
Financial Reporting for Certain Grants and Other Financial Assistance". This statement requires the
Board to record as a revenue and expenditure on behalf payments made by the State to the
Consolidated Public Retirement Board for the unfunded liability of the Teachers Retirement System
and discloses those amounts in the accompanying netes to the financial statements.

GASB 54 — As of July 1, 2010, the Board implemented GASB Statement No. 54, "Fund Balance
Reporting and Governmental Fund Type Definitions.” This statement changed the termmology used
to desceibe fund balances in the governmental funds and expanded the disclosure of those new
definitions in the accompanying notes to the financial statements of the Board for the year ended
June 30, 2011,

Note 4 - Risk Management:

The Board is exposed to various-risks or loss related to torts, theft, or damage to and destruction of assets,
errors and omissions, injuries to employees, and natural disasters. The Board, pursuant to the provisions of
State law, participates in the following risk management programs administered by the State.

Board of Risk and Insurance Management (BRIM): The Board particigates in the West Virginia Board of
Risk and Insurance Management, a common risk insurance pool for all State agencigs, component units,
boards of education and other local governmental agencies who wish to participate. The Board pays an
annual premium to BRIM for its general insurance coverage. Fund underwriting and rate setting policies are
established by BRIM. The cost of all coverage as determined by BRIM is paid by the participants. The
BRIM risk pool retains the risk of the first $2 million per property event and purchases excess insurance on
losses above that level. BRIM has $1 million per occurrence coverage maximum on all third-party liability
claims.

Public Employees Insurance Agency (PEIA): The Board provides employees health and basic life
insurance benefits through the Public Employees Insurance Agency, PEIA was established by the State of
West Virginia to provide a program of health and life insurance for employees of State agencies, institutions
of higher learning, boards of education, and compenent units of the State. In addition, local governmerital
agetcies and certain charitable and public service organizations' may request to be covered PEIA provides
a general employee benefit insurance program which includes hospital, surgical, major medical, prescription
drug and basic life and accidental death. Fund underwriting and rate setting policies are established by the
PEIA Finance Board. The cost of all coverage as determined by the Finance Board is paid by the
participants.

Coverage: under these programs is limited to $1 million lifetime for health and $10.000 of life insurance

coverage. Members may purchase up to an.additional $500,000 of life insurance coverage. Premiums are
established by PEIA and are paid monthly. The PEIA risk pool retains the risk for the health and prescription
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features of its indemnity plan, has fully transferred the risks of coverage of the Managed Care Or.ganization
(MCQ) Plan to the plan provider and has transferred risk of life insurance coverage to a third party insurer,

Workers Compensation Fund (WCF): The Board has elected to have their workers compensation
coverage through Traveler's Insurance Company. The cost of all coverage is paid by the empioyers.

Note 5 - Property Taxes:

All property in the State is classified as follows for ad valorem tax purposes:

Class - Al tangible personal properly employed exclusively in agriculture, including horticulture and
grazing; all products of agriculture, including livestock, while owned by the producer.

Class II- Al property owned, used and occupied by the owner exclusively for residential purposes; all
farms, including land used for horticulture and grazing, occupied and cultivated by their
owners or bona fide tenants.

Class Il - All real and personal property situated outside of municipalities, exclusive of Class | and 1l
property.

Class IV - All real and personal property situated inside of municipai%i'ies, exclusive of Class | and 1l
property.

According to West Virginia Code §11-8-8¢, the maximum rafes that county boards of education may Impose
on the various classes of property are: Class | - 22.95¢ per $100 of assessed valuation; Class [l - 45.90¢ per
$100 of assessed valuation; Class Ili - 91.80¢ per $100 of assessed valuation; and Class IV - 91.80¢ per
5100 of assessed valuation.

Pursuant to West Virginia Code §11-8-6f, however, the rates of levy for county boards are to be reduced
uniformly statewide and proportionately for all ciasses of property so that the total statewide property tax
revenues to be realized from the regular levy tax collections for the forthcoming year will not increage by
more than one percent of the current year's projected property tax revenues, exclusive of increases due t6
new construction; improvements to existing real property, or néwly acquired personal property, uniess the
State Legislature holds a public hearing. The amounts:{o be paid {o the Assessors Valuation Fund are also
to be excluded from the calcuiation.

County boards of education are also authorized fo impose an additional (excess) levy not to extend beyond
five years if approved by at least a majority of the voters. The rates of levy cannot exceed the maximum
rates specified above and must be proportional for all classes of property.

The assessed valuations and levy rates levied by the Board per $100 of assessed valuation for each class of
property for the fiscal yearended June 30, 2011 were:

Class of Assessed Valuations Current Excess Permanent Bond
Property For Tax Purposes Expense lLevy [Improvement Purposes
Class | $ - 19.40¢ 22 50¢ ¢ 5.24¢
Class Il % 3,140,909 591 38.80¢ 45.00¢ ¢ 10.48¢
Class Il 3 1,448,692 415 77.80¢ 80.00¢ ¢ 20.86¢
Class IV § 490,906,661 77.60¢ 90.00¢ ¢ 20.96¢
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The taxes on real property and the interest and other charges upon such taxes attach as an enforceable lien
on the first day of July each year. There is no lien dencminated as such on personal properly. However,
statutes provide that the sheriff of a county may distrain for delinquent taxes any goods and chattels
belonging to a person assessed. All current taxes assessed on real and personal property may be paid in
two instalimenis. The first instaliment is payable on September firsi of the year for which the assessment is
made, and becomes delinguent on October first, and the second instaliment is payable on the first day of the
following March and becomes delinquent on April first.

Taxes paid on or before the date when they are payable, including both first and second installments, are
sublect to a discount of two and ene-half percent. If taxes are not paid on or before the date on which they
become delinguent, including both first and second installments, interest at the rate of nine percent per
annum is added from the date they become delinquent until paid.

Noie 6 - Excess Levy:

The Board had an excess levy in effect during the fiscal year ended June 30, 2011. The levy was authorized
by the volers of the county at-an élection "héld .on May 8, 2006 for the fiscal years ended June 30, 2010
through June 30, 2011 to provide furnds for the following purposes:

1. To continue the present local salary supplements and benefits of all school personnel {excluding the
Superintendent) at an approximate fotal annual cost of the salary supplements, related fixed costs,
and benefits of $13,150,000. Such funding will allow Berkeley County to employ and retain: highly
gualified personnel who have contributed to the county’s instructional progress.

2 To continue to-provide instructional materials, textbooks, and instructional equipment atan
approximate total annual cost of $2,500,000.

3. Te continue to provide financial support of the following community organizations and agencies:
Berkeley County Health Department at $25,000; Berkeley Gounty Parks and Recreation at
$100,000; West Virginia University 4-H Extension Office at. $60,000; and the PASS (Providing
Academic and Self-Esteem Support) Program at $40,000 for an appreximate total cost of all
programs at $225,000.

4. To continue to address increased enrollment in Berkeley County by providing additional staff where
necessary and by providing additional equipment and property at an approximate-annual
cost of $3,820,000.

5. To continue to provide for the upkeep and maintenance of existing facilities by providing the
necessary supplies, services, or equipment at an approximate annual cost of $3,000,000.

Atotal of $ 31,161,288 was received by the Board from the excess levy during the fiscal year ended June 30,
2011.
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Note 7 - Capital Assefs:

Capital asset balances and activity for the year ended June 30, 2011, is as follows:

Beginning Balance Restatemnent Additions Disposals Ending Balance
Capital assets, non-depreciable:
Land $ 9,066,185 § (4,566,143} $ - 3 - $ 4,390,053
Construction In process 5,858,572 - 9,341,493 {6,075,873) $ 10,124,192
Total non-depreclable capital assets 14,894,767 {4,866,143) 9,341,483 (5,075,873} 14,514,245
Capital assets, depreciable:
Buildings and improvemenls 131,816,757 4,724,811 12,154,441 - 148,696,008
Furniture and equiprment 4,000,112 (24,195) 19,91¢ - 4,085,837
Viehicles 13,741,665 {401,506} 1,686,279 (533,988) 14,392,450
Total depreciable capilai assets 148,648,535 4,299,110 13,760,839 (833,988) 167,174,296
Less atcumulated depreciation for:
Buildings and improvemsnts (33,386,083) &7 (2,684,458) - {36,050,268)
Furniture. and equipment (2,804,067) 24,573 {164,496} (3,042,880)
Vehicies (6,203,601} 403,000 (1,151,662} 526,917 (6,425,346)
Tolat accurnulaled depreclation {42 463,751} 428,844 4,010,614) 526917 (45,518,604)
Total depreciable capitsl assets, not 107,184,784 4,727,954 9,750,025 {7.071) 121,655,801
Total capital assets, net § 122099551 § 81,1t $ 19,091,648 § (5,0B2,944) § 136,169,936

Deprecialion expense was charged to fungtions/programs: of the govemmental activities as foliows:

Instruction 3 1,884,009
Supporting Services:
Cantral administration 81,087
Operation and maintenance of facilities 244 388
Transportation 763,713
Fodd services 81,648
Total Depreciation expense -
governmental activities g 3,054,853

Noie 8 - Long-term debt:

L.ong-term hability activity for the year ended Jung 30, 2011 is as follows:

Balance, Balance, Amounts.dug within - Amounts ¢ue pastone
Bonds payable Beginning of Year Additions Deductions End of Year one-year year
Generat obligation debt § 67,045,000 $ 3,950,000 63,095,000 B 4875000 § 58,420,000
Compensated absences 195,355 18,741 214,096 214,098
Capital lease payable 307,656 76,924 230,772 76,924 153,848
Long-term liabilities $ 67548051 § 18741 % 4026924 % 63,529,868 § 4751824 § 58,787 944
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The Board's future debt service reguirements for bonded debt is as follows:

Year Ending June 30 Interest Rate  Principal interest Total
2012 5%&3% 4,675,000 2,348,753 7,021,753
2013 5%&2% 4,880,000 2,179,301 7,059,301
2014 5%&4% 5,100,000 2,031,688 7,131,688
2015 5%&2% 5,325,000 1,816,538 7,141,638
2016 5%82.5% 5,565,000 1,640,588 7,205,588
2017 5%&4% 5,820,000 1,440,838 7,260,838
2018  4.000% 3,415,000 1,182,588 4,567,588
2019 4.000% 3,560,000 1,045,988 4,605,988
2020 4.000% 3,710,000 903 588 4,613,588
2021 3.250% 3,865,000 755,188 4,620,188
2022 3.375% 4,030,000 629,575 4,659,575
2023 3.500% 4,205,000 493,563 4,698,563
2024 4.000% 4,380,000 346,388 4,726,388
2025 3.760% 4,565,000 171,188 4,736,188
Total $  63,005000 $ 16,983672 § 80078672

General Obligation Bonds — General obligation bonds payable at June 30, 2011, with their outstanding
balance are comprised of the following individual issues:

Bond Issue of 2002:

On February 8, 2002, the Board issued §27,800,000 in general -obligation bonds to provide funds for {cost of
site acquisition where applicable, improvement, construction, erection, removal; furnishings, equipment and
improvement and adding to existing school buildings in Berkeley County School District. The bonds mature
in varying annual increments through June 30, 2017 and interesi is payable semiannually at 5%. Payments
on the general chiigation bonds payable during the year were made from the debt service fund.

The annuai requirements to amortize the 2002 general obligation bonds ocutstanding as of June 30, 2011,
including interest payments are listed as follows:

Year Pringipal Interest Total
2012 2,015,000 643,665 2,658 655
2013 2,110,000 558,013 2,666,013
2014 2,210,600 463,700 2,673,700
2015 2,315,000 364,250 2,679,250
2016 2,425,000 248 500 2,673,500
2017 2,545,000 127,250 2 672,250
Total $13,620,000 $2,403.378 $16,023,378
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On February 17, 2010, the Board issued $51,500,000 in general obligation bonds to provide funds for the
improvement of existing facilities and the construction of new schools. The bands mature in varying annual
increments through May, 2025, and interest is payable semiannually at 2-4%. Payments on the general
obligation bonds payable are made through the debt service fund.

The annual debt service requirements for the 2010 bond debt as of June 30, 2011 are:

Year Principal interest Total
2012 2,660,000 1,703,087.50 4 363,087 50
2013 2,770,000 1,623,087.50 4 393 287 .50
2014 2,890,000 1,667,887.50 4,457 887.50
2015 3,010,000 1,452 28750 4 462 287 50
2016 3,140,000 1,392 087.50 4,532 087 .50
2017 3,275,000 1,313,687.50 4 588.587.50
2018 3,415,000 1,182 587 50 4,597,587 50
2019 3,560,000 1,045 087,50 4605987 .50
2020 3,710,000 8903,587.50 4613 587.50
2021 3,865,000 755,187.50 4,620,187.50
2022 4,030,000 628 575.00 4,659,575.00
2023 4:205,000 493,562.50 4,698:562 50
2024 4,380,000 346,387.50 4.726,387.50
2025 4,565,000 171,187.50 4,736,187 50
Total $49,475.000 $14,580,287 50 $64 055287 .50
Total bonded indebtedness at July 1, 2010 67,045,000
|ssuances 0
Maturities {3,250,000)
Total Bonded Indebtedness June 30, 2011 $63,095.000

Note 8 - Leases:

“The Board has entered into various lease agreements with the private sector, primarily for-equipment. These
agreements, accounted for as capital leases, are for various terms. While these agreements contain clauses
indicating that their continuation is subject to continuing appropriation by the Legislature, these leases are
accounted for as capital leases and are considered noncancelable for financial reporting purposes. Other
leases, principally for equipment, are classified as operating leases with the lease payments recorded as
expenditures during the life of the lease. Operating lease expenditures for the year ended June 30, 2010
were $576,000,

The following is a summary of the future minimum required payments by year under the operating lease
agreemerit as of June 30, 2011 for the Board's operating leases:

Year

2012 576,000
2013 576,000
2014 576,000
2015 576,000

Tetal minimum operating lease payménts- $ 2,304,000
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The Board has entered into a capital lease-purchase agreement pursuant to the provisions of federal
legislation which autherizes the issuance of qualified zone academy bonds (QZABs). The funding was used
for HVAC and Food Service Equipment at Eagie School and those assets are leased from Summit
Community Bank for a pefiod of thirteen years beginning January, 2002. At the end of the contract period,
the Board will have ownéership of the equipment. By contract, the Board has the option of discontinuing the
lease purchase and returning the equipment at the end of any fiscal year if funding for the lease payments
for the next fiscal year is not available.

The following is a summary of the future minimum required payments by year under the jease purchase
agreement together with the present value of the net minimum payments as of June 30, 2011 for the Board's
capital leases:

Year

2012 76,924

2013 76,924

2014 76,924
Total minimum capital lease payments $ 230,772

Note 10 - Employee Retirement System:

All full-time board of education employees are required to participate ih one of two statewide, cost-sharing,
muitiple-employer retirement benefit plans, the Teachers' Defined Benefit Retirement System or the
Teachers' Defined Contribution Refirement System. For the year ended June 30, 2011, the Board's total
payroll for all employees was $103,848,690 and the payroll was $91,547,289 for employees covered by the
two retirement programs.

Of the total amount appropriated by the State for refirement, the portion gqual te the employers’ average
required contribution rate for both the defined benefit and the defined contribution plans is considered o be
the employers' contribution for the current cash flow requirements for personnel funded under the Public
Sehool Support Program and is reflected as state revenue (Contributions For/On Behalf of the LEA) in the
Board's financial stalemenis. The balance is considered to be the State's confribution toward the past
service unfunded liabiiity and is not included either as revente or expenditure in the Board’s financial
statements.

Trend Information:  Ten-year historical trend information relating to the agcumulation of assets and the
unfunded liability of both plans is available from the Consolidated Public Retirement Board.

Conversion of leave for post-retirement; Upon retirement, an employee’s vacation and sick leave may be
converted to a greater retirement benefit or payment of health insurance premiums. The cost of the
increased retirement benefit or paymerit of health insurance premiums must be absorbed by the last agency
employing the retiree,

Teachers' Defined Benefit Retirement System:

Plan Description: The Teachers' Defined Benefit Retirement System is & cost-sharing, multiple-employer
public employee defined benefit retirement system which was established on July 1, 1941 and was closed for
new members on July 1, 1991, Beginning July T, 2005, all new employees become mermbers of this plan.
To qualify for full benefits, a member must be age 60 with at least five years of credited service, or be age 55
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with at least 30 years of credited service or any age with at least 35 years of credited service. A member
may receive a disability benefit after completing ten years of service, if the member is disabled for six
months, unable to perform his or her regular occupation, and the Retirement Board expects the disability 1o
be permanent.

Upon retirement members select one of five benefit payment opticns. if a member terminates employment
with at least five years of credited service, he may freeze his membership until he gualifies for retirement or
he may withdraw his contributions from the plan. The employers’ contributions remain with the plan.
Retirement benefits are based on two percent of the average member's five highest fiscal years of total
earnings from covered employment during the member's last 15 years of service.

The normal form of benefit is a single life annuity paid monthly, in an amount equai fo 2% of the final average
salary times years of credited service. Cther forms of benefits may be elected subject to actuarial reduction:
Cash Refund Annuity, 50% or 100% Contingent Joint and Surviver Annuities, and ten year certain and Life
Annuities. Pre-retirement death benefits are paid to the spouse of a deceased member who had attained the
age 50 and completed 25 years of credited service. The arnuity payment is comptited as.if the member had
retired on the date of death with a 100% Joint and Survivor pension. [f the member's age and service are
less than that required, the sum of the accumulated member's and employer contributions with interest I8
paid to the member's beneficiary or estate.

Funding Status: According to the 2010 Actuarial Valuation Report of the Teachers' Retirement System, the
plan’s actuarial unfunded liability was.$ 4:8 billion as of July 1, 2010.

Contribution Requirements and Payments Made; This is a fully qualified plan by the Internal Revenue
Service. Thergfore, all employee contributions are tax deferred. Participants. contribute 6% of their gross
compensation and the board of education contributes 15% of ‘covered members' gross compensation to the
retirement pian, for a total of 21% annually for those who became members prior to July 1, 1991. Participants
who bacame members after July 1, 2005 contribute 6% of their gross compensation and the board of
education contributes 7.5% of covered members' gross compensation to the retirement plan, for a total of
13.5% annualty.

The employers' contriputions are derived from stats appropriations and county-funds. Federally funded grant
programs -provide the funding for the employer contributions for salaries paid from federal grants:

The required contributions for the year ended June 30, 2010.and the two previous years were:

Year ended June 30 2008 2009 2010
Required contributicns $ 345,412,000 $ 404,547,000 $ 487,886,000
As a % of current year

covered payroll 23.30 % 25.89 % 26.57%

The: financial statéments include amounts paid forfon hehalf of the county by the State of West Virginia for
the unfunded liability portion of retirement benefits. The for/on behalf payment for the year ended June 30,
2011 was $ 18,321,073,

Total payments reflected in the Board's financial statements to the defined benefit plan for FY 2011 were:

Employees’ contributions (6%) $ 4,632,182
Empleysr's contributions (15% or 7.5%) 7,268,185
Total contributions $ 11,800,377
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Teachers' Defined Contribution Retirement System:

Plan Description: All Board employees hired after July 1, 1991 but before July 1, 2005, participated in the
Teachers Defined Contribution Retirement System. Employess in the Teachers' Defined Benefit Systemn
couid freeze their benefits in the old plan and become a member of this plan. Members with less than five
years of service in the old defined benefit plan could change to this plan and transfer the funds that were
deposited in the old plan to this plan. Once a member transferred to the defined contribution plan, the
member was not allowed to rejoin the defined benefit plan.

Effective July 1, 2005, the Teachers' Defined Contribution Plan was closed to new membership. Al
employees hired after that date became members of the Teachers’ Defined Benefit Retirement System
which was reopened for participation on July 1, 2005, Existing members of the Teachers’ Defined
Contribution Plan were given the option to transfer to the teachers' Defined Benefit Retirement System
during the 2009-09 fiscal year. To earn full benefits at retirement, however, members electing to transfar are
required to contribute the 1.5% difference between the two plans employee rates.

A unique feature of the Teachers' Defined Contribution Plan is that each member chooses the investment
options and may make changes at the beginning of each calendar quarter. Seven invesiment options are
provided from which a participant may choose in multiples of five percent. The investment options are:
Orchard SecureFoundation Balanced, Orchard Lifetime 2015 Fund 1I, Orchard Lifetime 2025 Fund Il
Orehard Lifetime 2035 Fund 1, Orchard Lifetime 2045 Fund I, Orcharg Lifetime 2035 Fund I, American
Funds EuroPacific RS, Mutual Global Discovery Fund — Z, Heartland Value Plus Inst, Sentinel Small
Company |, Vanguard Small-Cap Index Fund — Inv, Scout Mid Cap, Westcore Select, JHancock Large Cap
Equity |, Putnam Equity Income Y, Vanguard Large Cap index Inv, PIMCO Total Return Fund — Admin,
TIAA-CREF High-Yield Inst, Vanguard Interm-Term Bond Index Fund and Valic Individually Allacated Fixed
Annuity.

Employees are eligible to participate from the date of employment.. Employee contributions are fully vested,
and employer contribiitions and earnings vest with the member as follows: one-third after 6 years, two-thirds
after 9 vears, and 100% after 12 years. The member is fully vested at death or disability. As of June 30,
2010, this plan had approximately $222 million in net assets for pension berefits. Retirement or disability
benefits are based sclely on the accumulation of dollars in the member's individual account at the time of
retirement. The accounting administration of the Plan is the responsibility of Great West, an independent
third party administrator.

Funding Status: There s no unfunded liability for & defined contribution plan since a member's total
maximum lifetime benefit is limited to that which has accumulated in the member's account from employee
and employer contributions and all investment earnings thereon. Any forfeiled, unvested empioyer
contributions are, by statute, to be transferred to the Teachers’ Defined Benefit Retirement System.

Contribution Requirements and Payments Made: This is a fully-qualified plan by the Intefnal Revenue
Service. Therefore, all employee contributions are tax deferred. Participants confribute 4.5% of their gross
salary and the board of education contributes 7.5% of covered members' gross compensation to the
retirement plan, for a'total of 12% annually.

Total payments reflected in the Board's financial statements to the defined contribution plan for FY 2011
were:

Employees’ contributions (4.5%) $ 720,491
Empleoyer's contributions {7.5%) 1,200,819
Totsi confributions 3 1,912,218
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Note 11 - Pending Litigation:

The Board is involved in a number of legal proceedings and claims, involving students, employees and
citizens who have sued the Board for damages. The Board is also a party in the case previously mentioned
regarding the allocation of funds and the determinatiors of the OPEB liability. The outcome of that case, or
future actions by the state legisiature, could have a significant impact or the financial position of the Board.
While it is not possible to determine the ultimate outcome of any other lawsuit with certainty, management
believes that the ultimate outcome will not have a material adverse effect on the financial position of the
Board. Thne Board’s insurance through the State Board of Risk and Insurance Management appears
adequate to fully cover any potential liability.

Note 12 - Commiiments, Contingencies and Subseguent Eventis:

The Schoal Building Authority of West Virginia has awarded construction granis for two new schools. The
first project is a new high school in the northern end of the county that the SBA will provide-$21.5 ‘million in
construction funds. The second project is a new middle schoel in the south end of the county that the SBA
will provide $13.5 million in construction funds. The funding for both projects will be maiched with proceeds
from the February, 2010 issuance of bonds.

The Board will have a new excess levy in effect during the fiscal year's ending June 30, 2012-2015. The
levy was authorized by the voters of the county at an election held an November 2, 204¢.

Encumbrances are classified as Restricted, Committed,-or Assigned fund balance depending on-the specific
purpose of the encumbrance. As of June 30, 2011 the Board had the following encumbrances!

Fund Amount
General Fund $ B14,004
Bond C_}onstucti{)n 22,102,250
Capital Projects 302,716
Special Revenue 910,079
Special Revenue-ARRA 11,313
Total $ 24,140,362
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Mote 13 - Interfund Balances and Transfers

The composition of interfund balances as of June 30, 2011 is as follows:

Advances from/to other funds:

Receivable Fund Payabie Fund Amouni
General Fund Special Revenue-ARRA % 94,733
General Fund Debt Service 1,742,372
General Fund Special Revenua 361,065
General Fund Captial Projects 77,432
Captial Projects General Fund 62,245
Special Revenue General Fund 4,000,351
Interfund Transfers 90,055
Total 5 6,428,283

Interfund Transfers:

Transfers were for the following reasons:

$1,742,372 excess reciepts from compteted Bond Issues to the General Fund
$361,085 from Spetial Revenue for indirect costs.

$81.067 from Special Revenue-ARRA for indirect costs:

$77.,432 from projects using local funds completed below budgeted costs.
$13,666 from Opequon Elementary roof projected completed below budgeted costs.
$62,245 from General Fund-for School Safety: Access.

$3,765,000 from Genaral Fund to Food Service Project:

$125,896 from General Fund for Special Education.

%64,571 from General Fund for Staff Development,

$20,753 from General Fund for Mentoring Programs.

$24 134 from Getieral Fund for Curricular Trips.

$90,055 was Intrafund Transfers.

DOV NOO RN

Note 16 - Major Sources of Revenue:

The largest single source of revenue received by the Board is state aid funds through the Public School
Support Program. In addition, the Board receives financial assistance from federal and state governments in
the form of grants. The disbursement of funds received under these programs generally require compliance
with terms and conditions specified in the grant agreements and is subject to audit by the Board's
independent auditor and staie and federal regulatory agencies. Any disallowed claims resulting from such
audits could become a liability of the general fund or other applicable fund. Based on prior experience, the
Board believes such disaliowance, if any, would be immaterial,
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Mote 17 — Fund Balance:

The detailed components of the various fund balance categories as of June 30,2011 are as follows:

General Spacial Debt Bend Capital
Current Revenue Service Construction Projects Total
Fund Balances Expense Fund Fund Fund Fund Governmental
Nonspendable:
Prepald lterms 41,905 - - - - 41,905
Restricted for:
Special Projects - 714,693 - . - 714,693
Capital Projects - - - 43,328,728 - 43,328,728
Debt Service - - 2,609,712 - - 2,609,712
Assigned to;
Capital Projects - - - - 26,246 26,248
Unassigned {16,652,377) - - - - (16,852 377)
Total fund balances % (16610473 $ 714693 § 2809712 § 43,328,728 § 26,246 § 30,068,905
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BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA
Required Supplementary information

Management’'s Discussion and Analysis

June 30, 2010

Our discussion and analysis of the Berkeley County Board of Education’s financial
performance provides an overview of the Board's financial activities for the fiscal year
ended June 30, 2010. Please read this discussion and analysis in conjunction with the
Board's basic financial statements, which are presented immediately following this
Management's Discussion and Analysis.

Financial Highlights

¢ The Board’s net assets exceeded liabilities by $106,725,945 at the close of the
most recent fiscal year. Unrestricted net assets were $996,774. However, prior
fo recording the liability for Other Post Employment Benefits (OPEB), the
unrestricted net assets were $20,315,859. These amounts and this liability wili
be discussed further,

The Board’s fotal net assets decreased by $1,863,279. This decrease is primarily
attributable to the increase of the liability related fo OPEB. However, other
factors were involved in the change in net assets.

]

As of the close of the current fiscal year, the Board governmenial funds reported
combined ending fund balances of $52,174,445, an increase of $403,396,319 in
comparison with the prior year. However, $48.5 million is reserved for capital
projects as a result of the proceeds from the issuance of bonds during the fiscal
year. The general fund unreserved fund balance is $(6,607,115). This is a resuit
of recording the increase in OPEB liability of $17,004,205 as a current liability in
accordance with instructions from the West Virginia Department of Education.

-]

The administration of the Board does not think that the OPEB liability meets the
definition of current liability as the payment of this amount is not likely to occur in
the next twelve months nor has any payment been made for the liability that was
recorded for the past two years.

&

The general fund unrestricted fund balance would have been $12,711,970 had
the OPEB been listed as a long term debt.

The Board has joined other Boards in the state in a fawsuit to clarify the proper
classification and responsibility of the OPEB liability. 1t is argues that the State of
West Virginia is primarily responsible for the liability and should not be reflected
by individual Boards of Education.



Overview of the Financial Statements

The discussion and analysis is intended to serve as an introduction to the Board’s basic
financial statements. The Board's basic financial statements comprise three
components: 1) district-wide financial statements, 2) fund financial statements, and 3)
notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

District-wide financial statements - The district-wide financial statements are
designed to provide readers with a broad overview of the Board's finances, in a manner
similar to a private-sector business.

The statement of net assets presents information on all of the Board's assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assefs may serve as a useful indicator of whether the
financial position of the Board is improving or deteriorating.

The statement of activities presents information showing how the government's net
assets changed during the most recent fiscal year. All changes in net assets are
reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing or related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal pericds (e.g.,
uncollected taxes and earned but unused vacation leave).

The district-wide financial statements can be found on pages 5-6 of this report.

Fund financial statements - A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The Board, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the
funds of the Board can be divided into two categories: governmental funds and
fiduciary funds.

Governmental funds - Governmental funds are used to account for essentially the
same functions reported as governmental activities in the district-wide financial
statements. However, unlike the district-wide financial statements, governmental fund
financial statements focus on near-term inflows and outflows of spendable resources,
as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating a government's near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the district-wide
financial statements, it is useful to compare the information presented for governmental -
funds with similar information presented for governmental activities in the district-wide
financial statements. By doing so, readers may better understand the long-term impact
of the government's near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.



The Board maintains five individual governmental funds. Information is presented
separately in the governmental fund balance shest and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the general
fund, the special revenue fund, the debt service fund, the bond construction fund, and
the capital projects fund, all of which are considered major funds.’

Fiduciary funds. - Fiduciary funds are used to account for resources held for the
benefit of parties outside the governmental entity. Fiduciary funds are not reflected in
the district-wide financial statement because the Board cannot use these funds to
finance its operations.

The Board uses an agency fund to account for resources heid for student activities and
groups. The basic fiduciary fund financial statement can be found on page 11 of this
report.

Notes to the basic financial statements - The notes provide additional information
that is essential for a full understanding of the data provided in the district-wide and fund
financial statements. The notes to the financial statements can be found on pages 13 to
36 of this report.

District-wide Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of a government's

financial position. In the case of the Board, assets exceeded liabilities by $106,725,045
at the close of the most recent fiscal year.

Governmental Activities

2010 2009
ASSETS
Current and other assets $ 92618231 § 34,078,109
Capital assets 122,099,551 116,293,151
Total assets 214,717,782 150,371,260
LIABILITIES AND NET ASSETS
Liabilities:
Current and other liabilities 41,480,514 22,497 416
L ong-term fiabilities outstanding 67,352,696 19,284,620
Total liabilities 108,813,210 41,782,036
Net assets:
Invested in capital assets, net of related debt 54 551,500 06,811,196
Restricted 50,952 316 3,597,044
Unrestricted 175,401 8,180,984
Total net assets 105,679,217 108,588,224
Total liabilities and net assets $ 214522427 $ 150,371,260




« A large portion of the Board's net assets, (51%) reflects its investment in capital
assets (e.g. land, buildings, furniture and equipment, vehicles), less any related
debt used to acquire those assets that is still cutstanding. The Board uses these
capital assets to provide services to students; consequently, these assets are not
available for future spending. Although the Board's investment in capital assets is
reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

e An additional portion of the Board's net assets (45%) represents resources that
are restricted for future capital projects. )

Restricted net assets increased by $47,355,272 during the year ended June 30,
2010. This increase is resulted primarily from the proceeds on the issuance of bonds
for capital projects.

The Board's net assets decreased by $2,910,007 during the current year. The following
discussion and analysis on governmental activities focuses on the decrease:

2010 2009
Revenues:
Program revenues
Charges for services $ 5,083,632 % 5,079,598
Operating grants and contributions 18,832,800 13,005,834
Capital grants and cantributions 58,333,819 2,588,624
General revenues:
Property taxes 65,229,570 64,854,210
Unrestricted state aid 82,841,171 82,748,974
Unrestricted investment earnings 735,633 775,262
Unrestricted grants and contributions 2,291,102 1,555,435
Total revenues 234,347 727 170,618,037
Expenses:
Instruction - 151,815,339 98,546,216
Supporting services:
Students 89,153,371 6,347,963
Instructional staff 6,506,169 6,158,188
District administration 2,185,234 2,424 175
School administration 12,377 547 8,805,177
Business services 3,227,758 3,275,039
Operation and maintenance 18,265,661 14,413,748
Transportation 16,448,042 15,156,338
Total supporting services 68,164,682 56,680,628
Food services 14,539,727 9,329,232
Community services 837,574 780,400
interest on long-term debt 853,684 986,000
Total expenses 236,211,006 166,302,566
Change in net assets (1,863,279) 4,315,471
Net assets at beginning of year 108,580,224 104,273,753
Net assets at end of year $ 106,725,045 $§ 108,589,224




The foliowing chart shows the Board's revenues for fiscal year ended June 30, 2010, by

source.

Revenues by Source
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The following chart shows the Board's expenditures for fiscal year ended June 30,

2010, by function:
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Property tax increased $435 thousand. State revenues decreased by $1.4 million and
federal revenues increased by $11.5 million from the prior year. The following is a

comparison of revenue sources:

2010 2009
Property taxes $ 65,2298570 § 64 854,210
Other local sources 57,352 414 4.114,518
State sources 85,939,845 87,326,116
Federal scurces 25,825,898 14,323 193
Total revenues § 234347727 $ 170,618,037

Financial Analysis of the Board’s Funds

As noted earlier, the School Board uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds - The focus of the Board's governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the Board's financing requirements. In particular,
unreserved fund balance may serve as a useful measure of a government's net
resources available for spending at the end of the fiscal year. As the Board completed
the year, its governmental funds reported a combined fund balance of $ 52.1 million. If
OPEB had not been recorded as a current liability, the combined fund balances would
have been $71.5 million.

Governmental funds report the differences between their assets and liabilities as fund
balance, which is divided into reserved and unreserved portions. Reservations indicate
the portion of the Board's fund balances that are not available for appropriation. The
unreserved fund balance is, in turn, subdivided between designated and undesignated
portions. Designations reflect the Board's selfimposed limitation on the use of
otherwise avaitable expendable financial resources in governmental funds.

General Fund Budgetary Highlights

During the year, the Board revised the budget. Budget amendments were to reflect
changes in programs and related funding. The difference between the original budget
and the final amended budget was an increase of $2.0 million or 1.3% in total general
fund expenditures. .

Capital Asset and Debt Administration

Capital assets - The Board's investment in capital assets for its governmental
activities as of June 30, 2010, amounts to $122.1 million (net of accumulated
depreciation). This investment in capital assets includes land, buildings and
impravements, furniture and equipment, and vehicles.



Major capital asset events during the current fiscal year inciuded the following:

Land $ 9,056,185
Contruction in process 5,858,572
Buildings and improvements 98,460,674
Furniture and equipment 1,186,046
Vehicles 7,538,064

Total capital assets $ 122,099,551

Additional information on the Board’s capital assets can be found in Note 7 to the
basic financial statements.

Long-term debt - At the end of the current fiscal year, the Board had total bonded
debt outstanding of $67 million and capital lease obligations of $307,696. The
obfigation for compensated absences for vacations was $195,355 at June 30, 2010.

General obligation bonds $ 67,045,000
Capital lease obligations 307,696
Compensated absences 195,355

Total debt outstanding $ 67,548,051

Additiona! information on the Board's long-term debt can be found in Note 8 to the basic
financial statements.

Contacting the Board’s Financial Management

This financial report is designed to provide our citizens and taxpayers with a general
overview of the Board’s finances and to demonstrate the Board’s accountability for the
money it receives. If you have questions about this report or need additional financial
information, contact the Board Office, 401 S. Queen Street, Martinsburg, WV 25401.
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independent Auditors’ Report

The Honorable Members of the
Berkeley County Board of Education, West Virginia
Martinsburg, West Virginia

We have audited the accompanying financial statements of the governmental activities,
and each major fund, of the Berkeley County Board of Education, West Virginia (the
Roard), as of and for the year ended June 30, 2010, which coliectively comprise the
Board’s basic financial statements as listed in the Table of Contents. These financial
statements are the responsibility of the Board’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit 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 of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Berkeley County Board of Education as of June
30, 2010, and the changes in financial position and cash flows for the year then ended
in conformity with accounting principles generally accepted in the United States of -
America.

The management's discussion and analysis information is not a required part of the
basic financial statements but is supplementary information required by accounting
principles generally accepted in the United States of America, We have applied certain
limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

3674 MacCorkle Avenue, SE - . 0. Box 4576 - Charleston, West Virginia 25364 - (304) 825-8752 - Fax (304) 925-2895 - www.leedandassociates.com



The Honorable Mayor and Members of Council
Berkeley County Board of Education, West Virginia
Martinsburg, West Virginia

Page 2

in accordance with Government Auditing Standards, we have also issued a report dated
March 11, 2011, on our consideration of the Board’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integra! part of an
audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The Budgetary Comparison Schedules on pages 36 to 41 are not a required part of the
basic financial statements, but supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the basic financial
statements of the Board taken as a whale. The accompanying schedule of
expenditures of federal awards on page 43 are presented for the purpose of additional -
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-profit Organizations, and is not a required part
of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the financial statements and, in our opinion, is fairly
stated in all material respects in relation to the financial statements taken as a whole.

T ol & Qusoeiadns, O11 ¢

Charleston, West Virginia
March 11, 2011



BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA

Statement of Net Assets

June 30, 2010

ASSETS:
Cash and cash equivaients
fnvestments
Taxes receivable, net of allowance for uncoliectibles
Food services receivable
Due from other governments:
PEIA afiocation receivable
Reimbursements receivable
Capital Assets:
Land
Buildings and improvements
Furniture and equipment
Vehicles
Construction in process
Less accumulated depreciation

Total capital assets, net of depreciation

Total assets

LIABILITIES:
Salaries payable and related payroll liabilities
Accounts payable
PEIA premiums payable
OPEB liability, all other employees
Compensated absences
Deferred revenue
Long-term ebligations:
Due within one year:
Bonds, capital leases and contracis
Due beyond one year

Bonds, capital leases, and contracts

Total liabilities
NET ASSETS:

Invasted in capital assets, net of related debt
Restricted for:

Debt service

Special projects

Capital projects
Unrestricted

Total net assets

The notes to the financial statements are an integral part of this statement.
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Governmental
Activities

$ 32,052,560

54,547,337
1,885,388
505,750

2,033,456
2,610,468

9,056,185
131,816,757
4,090,113
13,741,665
5,858,572
(42,463,751)

122,088,551

215,734,510

14,017,370
2,804,481
2,848,256

19,310,085

195,355
2,371,322

4,026,924

63,325,772

109,008,565

54,746,855

2,270,038
198,648
48,513,630
996,774

$ 106,725,945




BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA

Statement of Activities

For the Year Ended June 30, 2010

Program Revenues

Net (Expenses)
Revenues

and Changes

Operating Capital in Net agsets
Charges for Grants and Grants and Governmental
Expenses Services Contributions  Contributions Activilies
Governmentat activities:
Instruction $ 151,815,339 $ 127898 $ 9,625825 § 47,181,043 $ (94,880,573}
Supparting services
Students 9,153,374 2,985 624 2,398,050 217,471 {3,552,226)
Instructional staff 6,506,169 - 1,207,188 154,627 (5,144,354)
District administration : 2,185,234 - 17,309 114,619 (2,053,308)
School administration 12,377,547 - - 2,807,756 {2.469,791)
Business services 3,227,758 - - 76,900 (3,150,858)
Operation and maintenance
of facilities 18,265,661 76,981 631,131 2,599,983 (14,957 568)
Student fransporiation 16,448,942 08,080 1,332,836 1,740,032 {13,277,884)
Food services 14,539,727 1,795,039 3,620,361 4,341,388 (4,782,939)
Community services 837 574 - - - {837,574)
Interest on long-term-debt 853684 - - - (853,884)
Total governmental activities $ 236,211,008 3 5083632 § 18,832,800 § 59,333,819 (152,660,755)

General revenues:
Property taxes
Unrestricted State Aid
Unreslricted investment earnings
Unrestricted grants and contributions
Transfers in
Transfers (ouf)

Total general revenues and transfers

Change in net assets

Net assets at beginning of year

Net assets at end of year

The notes to the financial statements are an integral part of this statement.
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65,229,570
82,841,171
735,633
2,291,102
4,847,436

{4,847 ,436)
151,097 476

(1.863,279)

108,588,224
§ 108725045






BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA
Balance Sheet — Governmental Funds (continued)

For the Year Ended June 30, 2010

Total
Debt Bond Capital Governmenial
Service_ Construction Projects Funds
ASSETS
Cash and cash equivalents 3 - $ 4,159,244 $1,349912 § 32,052,560
Investments 3,995,569 48,146,831 - 54 547 337
Taxes receivable, net 76,053 - - 1,885,388
Food services receivable - - - 505,750
Due from other governments:
PEIA allocation receivable - - - 2,033,456
Reimbursemenis receivable - - 106,225 2,610,468
Total assets $ 4071622 $ 52,306,175 $1456,137 $ 93,634,959
LIABILITIES AND FUND BALANCES
Liabilities
Salaries payable and related
payroll liabilities $ - 8 - % - $ 14,017,370
Accounts payable - 57,300 875,389 2,904,481
OPEB liability - - - 19,319,085
PEIA premiums payable - - - 2,848,256
Deferred revenue 28,479 - - 2,371,322
Total liabilities 28,479 57,300 875,389 41,460,514
Fund balances
Reserved for:
Encumbrances - 3,773,964 6,511,825 12,582,687
Debt service 2,270,038 - - 2,270,038
Capital projects - 48,474,911 38,719 48,513,830
Unreserved:
Undasignated 1,773,105 - (5,969,798} (11,191.91Q)
Total fund balances 4,043,143 52 248,875 580,748 52 174 445

Total liabilities and fund balances  $ 4,071,622 $ 52,306,176 $1,456,137 § 93,634,959

The notes to the financiat statements are an integral part of this statement.
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BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA

Reconciliation of Balance Sheet Fund Balances of
Governmental Funds to Statement of Net Assets

For the Year Ended June 30, 2010

Net assets of governmental funds $§ 52,174,445

Capital assets used in governmental activities are
not financiat resources and therefore are not
in the funds, net of accumulated depreciation 122,099,651

Certain revenues are not available to fund current expenditures
and therefore deferred in the governmental funds

Property taxes receivable and food service receivable will not
collected but are not available soon enough to pay for current
period's expenditures, and are therefore deferred in the funds

Some liabilities are not due and payable in the current period
and therefore are not reported in the funds:

Compensated absences (185,355)
Accrued interest on bonds -
Bonds payable (87,045,600}
Capital leases (307,696)
Net assets of governmental activities $ 106,725,945

The rotes fo the financial statements are an integrai part of this statement.
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BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA

Statement of Revenues, Expenditures and

Changes in Fund Balances — Governmental Funds (continued)

For the Year Ended June 30, 2010

REVENUES
Property taxes
Other local sourcaes
Siate sources
Federal sources
Total revenues
EXPENDITURES
Current
Instruction
Supporting services;
Students
Instructional staff
Central administration
School administration
Business
Operation and maintenance
of facilities
Student transportation
Food services
Community services
Capital outlay
Pebt service;
Principal retirement
interest and fiscal charges
Total expenditures
Excess (deficiency) of revenues
over expenditures

OTHER FINANCING
SOURCES (USES)
Transfers in
Transfers (out)

Total other financing
sources (Uses)
Net change in fund balances

Fund halances at beginning of year

Fund balances at end of year

Debt
Service

Bond

Construction

Capital
Projects

Total

Governmental

Funds

§ 4,023,349

6,106

53,016,802

$ -

5,493,502

$ 65,229,570

57,352,414
85,939,848
25,825,885

4,029,455

53,016,802

5,493,502

234,347,727

3,355,000
853,684

357,836

6,535,166

107,359,378

9,153,371
8,506,169
2,187,214
9,700,256
3,227,758

16,123,827
17,024,665
10,256,060
837,574
7,289,528

3,431,924
853,684

4,208,684

767,927

6,893,002

193,951,308

(178,228)

52,248,875

{1,399,500)

40,396,419

380,607

4,847 436
(4,847 436)

380,507

(179,229)
4,222 372

52,248,875

(1,018,993)
1,599 741

40,356,419
11,778,026

5 4,043,143 § 52,248 875

$ 580,748 $ 52174,445

The notes to the financial statements are an integral part of this statement,
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BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA

Reconciliation of the Statement of Revenues, Expenditures and

Changes in Fund Balances of Governmental Funds to the

Statement of Activities

For the Year Ended June 30, 2010

Amounts reported for governmental activities in the statement of activities

are different due fo:

Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in
the statement of net assets, the cost of those assets is allocated over
their estimated useful lives and reported as depreciation expense. The
effect on net assets is the amount by which capital outlays exceeds
depreciation In the current peried.

Depreciation expense
Capital outlays

The repayment of the principal of long-term debt (e.g., bonds, leases)
consumes the current financial resources of governmental funds.
However, such repayment has no effect on net assets.

Differences in the cost and accumulated depreciation on disposed capital
assets are reported as a loss and reduction in net assets in the
statement of activities.

Cost of assets disposed

Compensated absences are reported as liabilities in the statement of
het assets, but are only reported in governmental funds to the extent
they have matured. This is the amount by which compensated
absenceas increased.

Accrued vacation payable

Change in net assets of governmental activities

The notes to the financial statements are an infegral part of this sfatement.
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$ 40,396,419

(3,894,797)
10,389,087

(48,068,076)

(688,792)

1,980

$ (1,863,279)



BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA

Statement of Fiduciary Net Assets - Agency Funds -~ Unaudited

For the Year Ended June 30, 2010

Agency Funds
School Activity RESA Multi County
Funds il Vocational
ASSETS

Cash and cash equivalents 3 2,415,983 1,534,281 578,714
Total assets $ 2415983 $ 1534281 §$ 578,714

LIABILITIES
Due to other funds $ 2415983 3 1,534,281 3 578,714
Total liabilities $ 2415983 $ 1534281 § 578,714

The notes to the financial statements are an infegral part of this statement.
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BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA

Schedule of Changes in School Activity Funds - Unaudited
For the Year Ended June 30, 2010

Cash Balance  Revenues Expenditures  Cash Balance

71172008 Received Paid 6/30/2010
High Schools:
Hedgesvilie High Scheol $ 386001 $§ 483649 3 474,291 % 355,359
Martinsburg High School 138,498 580,864 614,963 104,199
Musselman High School 406,985 622,038 573,697 455326
Total high schools 911,484 1,666,351 1,662,951 914,884
Middie and Junior High Schools:
Hedgesville Middle School 77,263 237,820 212,212 102,571
Musselman Middie School 256,000 285,943 252,713 280,231
North Middle School 42975 106,201 126,605 22,570
South Middle School 103,343 177,561 177,036 103,868
Spring Milis Middle School 111,675 174,075 153,392 132,358
Total middie schools 591,256 982,300 921,958 651,698
Elementary Schools:
Back Creek Valley Elementary School 11,627 33,078 37,542 7,161
Bedington Elecmentary School 21,405 71,066 73,012 20,360
Berkeley Helghts Elementary School 51,808 109,781 121,567 40,022
Bunker Hill Elementary School 22,011 94,992 93,948 23,054
Burke Street Elementary School 23,899 37.861 35,864 25,996
Eagle Schoo! intermediate School 17,802 124,303 127,088 15,017
CGerrardstown Elementary School 25,782 47,104 41,929 30,957
Hedgesville Elementary School 27,089 81,874 68,744 40,219
Inwood Primary School 8,536 32,714 38,689 3,561
Mariowe Elementary School 36,625 114,588 107,433 43,780
Mill Greek Intermediate School 45,161 147,302 146,122 47,341
Mountain Ridge intermedlate School 13,659 94,183 93,858 13,894
Opequon Elementary School 64,149 110,946 84,508 90,587
Orchard View Intermediate School 34,956 94,674 104,735 24,895
Potomack intermediate School 99,105 205,818 189,243 115,482
Rosemont Elementary School 68,433 96,088 73,264 91,258
Tomahawk Elementary School 45,984 156,648 149,343 53,259
Tuscarora Elementary School 48,937 72,858 75,075 48,719
Valley View Elementary School 24,116 92,139 81,715 34,540
Winchester Avenue Elementary School 73,053 164,897 156,750 81,259
Total elementary schools 766,247 1,083,724 1,800,468 849 501
Total $ 2268988 § 4632375 3 4485377 § 2415983

The notes to the financial statements are an integral part of this statement,
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BERKELEY COUNTY BOARD OF EDUCATION, WEST VIRGINIA
Notes to the Financial Statements

For the Year Ended June 30, 2010

NGTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The accompanying financiai statements have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as
applied to local government units, The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting
and financial principles,

The Berkeley County Board of Education, West Virginia (Board) is a corporation created
under the authority of West Virginia Code Section 18-5-1 et. seq. and is composed of
five members nominated and elected by the voters of the County for four-year terms.
The Board is responsible for the supervision and control of the County school district
and has authority, subject to State statutes and the rules and regulations of the State
Board, to control and manage all of the pubic schools and school interests in the
County,

GASB Statement 14 establishes the criteria for determining the governmental reporting
entity and the component units that should be included within the reporting entity.
Under provisions of this statement, the School Board is considered to be a primary
government, since it is a separate legal entity, has its own elected governing body, and
is fiscally independent of other local governments. The School Board has no
component units, defined by GASB Statement 14 as other legally separate
organizations for which the elected board members are financially accountable

B. District-wide and fund firancial statements

The district-wide financial statements (the statement of net assets and the statement
of activities) display information about the School Board as a whole. These statements
include the financial activities of the overall government, except for fiduciary fund
activities. Fiduciary funds are reported only in the Statement of Fiduciary Net Assets at
the fund financial staterent level.

The Statement of Activities presents a comparison between direct expenses and
program revenues for each function of the school district's governmental activities.
Direct expenses are those that are specifically associated with a function and, therefore,
are clearly identifiable to a particular function.

Depreciation expenses for capital assets that can be specifically identified with a
function are included in its direct expenses. Depreciation expense for “shared”
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capital assets (such as a school building that may be used for instructional services,
student and instructional staff support services, school administration, and child nutrition
services) is distributed proportionally among the various functions. Indirect expense
allocations that have been made in the funds have been reversed for the statement of
activities. Interest on genera! long-term debt liabilities is considered an indirect expense
and is reported in the Statement of Activities as a separate line.

Program revenues include grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function, restricted state aid, tuition,
and other fees and charges paid by students. Revenues that are not program revenues
are classified as general revenue. Revenues that are general revenue are property
taxes, unrestricted state aid, unrestricted investment earnings, gain on sale of capital
assets, and federal and state grants not restricted to a specific purpose.

The fund financial statements provide information about the individual funds
maintained by the School Board. All funds maintained by the school district are
considered major funds for reporting purposes and are discretely presented in the
accompanying financial statements.

The funds maintained by the Board are:

General Current Expense Fund: The General Current Expense Fund is the operating
fund of the Board and accounts for all revenues and expenditures not encompassed -
within other funds. All general tax revenues and other receipts that are not allocated by
law or contractual agreement to other funds are accounted for in this fund. General
operating expenditures and the capital improvement costs that are not paid through
other funds are paid from the General Current Expense Fund.

Special Revenue Fund; The Special Revenue Fund is an operating fund of the Board
and accounts for all revenues and expenditures attributable to state and federal grants
and other revenue sources that are legally restricted to expenditure for specific
purposes.

Debt Service Fund: The Debt Service Fund is used to account for the resources
accumulated and payments made for principal, interest, and related costs on general
obligation bonds issued by the Board for the acquisition of capital assets.

Capital Projects Funds: Capital Projects Funds are used to account for all resources
used for the acquisition of capital facilities by the Board. These funds can include: a
bond construction fund, used to account for the proceeds from the issuance of general
obligation bonds; a permanent improvement fund established under the authority of
West Virginia Code 18-9B-14 to account for the proceeds of resources used for the
support of various building and permanent improvement projects; and one or more
capital projects funds used to account for the resources used in the construction of a
specific capital facility.
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Agency Funds: Agency funds are used to account for assets that the Board holds for
others in an agency capacity. These include: Regional education setvice agencies
(RESA’s) and muiti-caounty vocational centers (MCVC's) for the purpose of providing
high quality, cost effective educational programs and to provide vocational training,
respectively, in which the county board of education serves as the fiscal agent; school
activity funds to account for the assets of the individual schools of the district, the
student ciubs, and school support organizations; and may include a scholarship fund to
account for contributions and donations made to the school district by a benefactor for
the purpose of providing scholarships for graduates of the school district.

C. Measurement Focus and Basis of Accounting

The district-wide statements (Statement of Net Assets and the Statement of Activities)
were prepared using the economic resources measurement focus and the full accrual
basis of accounting. Revenues are recorded when eamed and expenses are recorded
at the time liabilites are incurred, regardless of when the related cash flows are
received. Revenues and expenses resulfing from exchange and exchange-like
transactions are recognized when the exchange takes place; revenues and expenses
resulting from non-exchange transactions, such as property taxes, federal and state
grants, and state aid to schools, and donations, are recognized in accordance with the
requirements of GASB Statement 33. Property taxes are recognized in the fiscal year
for which the taxes are levied; state aid to schools is recognized in the year for which
the legislative appropriation is made; and grants and donations are recognized in the
fiscal year in which all eligibility requirements have been satisfied.

The governmental fund financial statements were prepared using the curent
financial resources measurement focus and the modified accrual basis of accounting.
Under this method, revenues are recognized when measurable and available.
“Measurable” means the amount of the transaction can be determined and “available”
means collectible during the current period or soon enough thereafter to pay liabilities of
the current period. The Board considers all revenues available if they are collected
within 30 days after year-end. Expenditures are generally recorded when the related
fund liability is incurred, except for unmatured principal and interest on general long-
term debt, claims and judgments, and compensated absences, which are recognized as
expenditures to the extent they have matured. General capital asset acquisitions are
reported as expenditures in governmental funds. Proceeds of general long-term debt
and acquisitions under capital leases are reported as other financing resources.

Fiduciary funds are custodial in nature (assets equal liabilities) and do not present
results of operations or have a measurement focus. Agency funds are accounted for
using the cash basis of accounting. Thess funds are used to account for assets that the
School Board holds for others in an agency capacity.
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0. Encumbrances

Encumbrance accounting is employed in governmental funds. Encumbrance
accounting, under which purchase orders, contracts and other commitments for the
expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, is employed as an extension of the formal budgetary process.
Encumbrances outstanding at year-end are reported as reservations of fund balances
since they do not constitute expenditures or liabilities because the commitments will be
honored during the subsequent year.

E. Cash and Cash Equivalents and Investments

Cash on hand and deposits with banking institutions either in checking or savings
accounts are presented as cash in the accompanying financial statements. Such
deposits at June 30, 2010, were entirely covered by federal depository insurance or
secured by adequate bond or other securities held by the banking institution in the
Board's name.

Boards of Education are authorized by statute fo provide excess funds to either the
State Consolidated Investment Pool or the Municipal Bond Commission for investment
purposes, or to invest such funds in the following classes of securities: Obligations of
the United States or any agency thereof, certificates of deposit and repurchase
agreements. Funds of the Board are temporarily invested by the West Virginia
Municipal Bond Commission specifically on behalf of the Board as part of the
Commission's consolidated investment pool. These investments are considered cash
and cash equivalents due to their liquid nature.

Investments of the Board at June 30, 2010, consisted of the following:

Carrying Estimated

Amount Fair Value
State Investment Pool $ 2412848 § 2,412,848
Municipal Bond Commission 3,995,569 3,995,660
Certificate of Deposit 48,138,920 48,138,920
Total investments $ 54,547,337 $ 54,547,337

Certificate of Deposit accounts with financial institutions were entirely covered by
federal deposit insurance or secured by adequate bond or other securities held by the
banking institution in the board’s name, Custodian credit risk is the risk that in event of
a bank failure the Board's deposits may not be returned, The Board has limited its
custodial credit risk by assuring that these deposits with financial institutions are
adequately collateralized.
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Interest rate risk is the risk that changes in interest rates demanded by the market will
adversely affect the fair value of an investment. Generally, the longer the maturity of an
investment, the greater the sensitivity of its fair value {o changes in market interest
rates. One of the ways that the Board manages its exposure to interest rate risk for
investments is by purchasing short-term investments that are less affected by changes
in market rates as compared to long-term investments,

At June 30, 2010, the Board had $3,995,569 invested with the West Virginia Municipal
Bond Commission. Poo! investments of the Municipal Bond Commission are held in a
Government Money Market with the WV Board of Treasury Investments Consolidated
Fund.

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an investment
will not fulfill its obligations.

Exposure to credit risk in the Government Money Market Pool is limited to U.S.
Treasury issues and U.S. government agency issues and repurchase agreements
collateralized by U.S. Treasury issues and U.S. government agency issues. The pool
must have at least 15% of ifs assets in U.S. Treasury issues.

The Board’s investments in the Consolidated Fund pool and related accounts have not
been rated for credit risk by any organization.

Concentration of Credit Risk: Concentration of credit risk is the risk of loss attributed to
the magnitude of a government's investments in a single issuer. West Virginia statutes
prohibit the Consolidated Fund Pool from investing more than 5% of its assets in
securities issued by a single private corporation or association, At June 30, 2010, the
Pool did not have investments in any one private corporation or association that
represented more than 5% of assets.

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of an investment. The overall weighted average maturity
of the investments of the Government Money Market Pool within the Consolidated Fund
Pool cannot exceed 60 days. The maturity of floating rate notes is assumed to be the
next interest rate reset date.

F. Food Service receivables

The accounts receivable for the Food Service Program has been reduced by $337,039
for uncollectible accounts. The allowance for uncoilectibie accounts was calculated
based upon historical data maintained by the Board.

G. interfund receivables and payables

Activities between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due toffrom other
funds” (i.e., current portion of interfund loans) or “advances toffrom other funds” (i.e., the
non-current portion of interfund loans).
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Advances between funds, as reported in the fund financial statements, are offset by a
reserved fund balance in applicable governmental funds to indicate that they are not
available for appropriation and are not expendable financial resources. -

H. Inventories

Inventories are valued at cost or, if donated, at fair value when received. Inventories of
governmental funds are recorded as expenditures when consumed rather than when
purchased.

{. Prepaid items

Certain payments to vendors are costs applicable to future accounting periods are
recorded as prepaid items in both government-wide, and fund financial statements.

J. Capital Assets

Capital assets, which include land, buildings and improvements, furniture and
equipment, and vehicles, are reported in the district-wide financial statements. The
board defines capital assets as assets with an initial cost of $5,000 or more for iand,
furniture, vehicles, and equipment and $100,000 for buildings and an estimated useful
life in excess of two years. Purchased and constructed capital assets are reported at
cost or at estimated historical cost. Donated capital assets are recorded at estimaied
fair value at the date of donation. The cost of normal maintenance and repairs that do
not add to the value of the asset or materially extended assets’ lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase is not capitalized.

Buildings and improvements, furniture and equipment, and vehicles of the Board are
depreciated using the straight-line method over the following estimated useful lives:

Straight-line
Assets Years
Buildings 50 years
Site improvement 20 to 35 years
Furniture and equipment 5 to 20 years
Vehicles 8to 12 years

K. Compensated Absences and Special Termination Benefits
Compensated Absences
It is the Board’s policy to permit employees to accumulate earned but unused vacation

and sick pay benefits. Vacation and sick benefits can be accumulated up to twenty and
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unlimited days, respectively, and five vacation days and unlimited sick days may be
carried forward to the subsequent fiscal year.  All vacation pay is accrued when
incurred. In lieu of a cash payment at retirement, an employee can elect o use
accumulated annual leave toward their postemployment heaith care insurance
premium. Employees also earn sick leave benefits which accumulate but do not vest.

Special Termination Benefits

When separated from employment, employees’ sick leave benefits are considered
ended and no reimbursement is provided. However, upon retirement, an employee's
accumulated annual sick leave may be converted to a greater retirement benefit or
payment of the retired employee’s heaith insurance premiums. The cost of the
increased retirement option is the liability of the West Virginia Consolidated Public
Refirement Board.

The payment of health insurance premiums must be absorbed by the last agency
employing the retiree. Historically, the West Virginia State Legislature appropriates
funds that are used by the Board to pay for its obligations for this special termination
benefit. Because such appropriations are at the discretion of the Legislature and not
guaranteed, the liability for sick leave convertible to heaith insurance premiums using
the vesting method is recorded in the Board's financial statements. The liability for
accrued personal leave was reported using the guidance of GASB Statement 16 for the
previous year, but the State Auditor has subsequently determined that accrued personal
leave should not be considered a termination benefit, therefore, this liability is not
included in compensated absences in the accompanying financial statements.

L. Other Post Employment Benefits (OPEB):

The Governmental Accounting Standards Board (GASB) issued Statement 45 in 2004
to establish standards for the measurement, recognition, and reporting of other post
employment benefits (OPEB) expenses/expenditures and related liabilities.

Other post employment benefits in West Virginia consist mainly of. Allowing employees
hired prior to July 1, 2001 fo convert unused annual, sick and/or personal leave to paid-
up PEIA premiums, and ailowing retirees to purchase PEIA health insurance at a deeply
discounted premium rate.

As a result, the West Virginia Legislature passed HB 4654 in 2006 adding a new ariicle
to the State Code, WVC §5-16D-1 et seq. The article, among other things: Created the
West Virginia Retiree Health Benefit Trust Fund (RHBT) for the purpose of
administering retiree post-employment health care benefits; vested the responsibility for -
operation of the fund with the PEIA Board of Finance; required the Board of Finance to
adopt actuarial assumptions and determine the annual required contribution (ARC)
rates sufficient to maintain the fund in accordance with the state plan for other post-
employment benefits; required the Board to have an actuarial valuation conducted at
least biannually; required the Board of Finance to set the total ARC sufficient to
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maintain the fund in an actuarially sound manner in accordance with generally accepted
accounting principles; required the Board of Finance to bill all participating employers
their share of the ARC, and; required participating employers to make annual
contributions to the fund in, at least, the amount of the minimum annual employer
premium payment rates established by the board.

Upon retirement, the public employees who elected to participate in the PEIA insurance
plan are eligible to credit unused sick or annual leave towards insurance coverage,
according to the following formulas:

Retired employees who elected to participate in the PEIA insurance plan prior to July 1,
1988: Those without dependents may credit two days of unused sick or annual leave
towards one month of insurance coverage; the retirees with dependents may credit
three days of unused sick or annual leave towards one month of insurance coverage.

Retired empioyees who elected to participate in the PEIA insurance plan between July
1, 1988 and June 30, 2001: those without dependents may credit two days of unused
sick or annual leave towards one-half month of insurance coverage; the retirees with
dependents may credit three days of unused sick or annual leave towards one-haif
month of insurance coverage.

Employees hired on or after July 1, 2001 may not apply any unused sick or annual
leave towards the cost of health insurance premiums.

In the alternative to applying unused sick and annual leave to health insurance, all
employees participating in the PEIA insurance pian, and who are members of the State
Teachers’ Defined Benefit Retirement System, may apply unused sick and annual leave
towards an increase in the employee’s retirement benefits with those days constituting
additional credited service. The cost for the employees who elect this option is refiected
as a liability of the State Teachers' Retirement System and not included as an OPEB
obligation.

All retired employees are eligible to obtain health insurance coverage through PEIA with
the retired employee's premium contribution established by the Finance Board. The
Finance Board has allowed retirees to obtain health insurance coverage at essentially
the same premium rate as active employees with the difference between the retirees’
premium contributions and the cost of providing health care to retirees subsidized by the
State.” lt is this subsidy that has created the major portion of the OPEB actuarial liabitity.

Based on the latest actuarial evaluation of the RHBT, the annual required contribution
(ARC) for the State and the boards of education for fiscal year ended June 30, 2010
was determined {o be:
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Amount/

Total Policy Holder
Total Annual Required Contribution $ 791,943,000 $10,810862
Pay as you go — Retiree Subsidy (122,799,498) (1,676.31)
Remaining ARC $ 669143504 3 9,134 .31

The following summarizes the School Board's OPEB activity:

Total OPEB expense $ 17,608,857
Less:

Pay as you go payments and other credits {605.,652)
2010 OPEB liability $ 17,004,205

Portion aftributable to personnel funded through the PSSP § 13,948,290

it is the opinion of the School Board that the State is constitutionally required to
appropriate sufficient funds to cover the cost of the ARC for personnel funded through
the Public School Support Program (PSSP), however, no additional funds have been
appropriated for this purpose as of the date of this report. Furthermore, the School
Board has elected, pursuant to the provisions of WVC 5-18D-6, not to remit to the
RHBT any amount in excess of the minimum annual required premium payment.

M. Long-term Obligations

In the district-wide financial statements, long-term debt and other long-term obligations
are reported as liabilities in the applicable governmental activities statement of net
assets. Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums
and discounts, as well as bond issuance cost during the current period. The face
amount of debt issued is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources while discounis on debt
issuances are reported as other financing uses. lssuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service
expenditures. Capital lease payments are reported in the general current expense or
special revenue fund.
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N. Restricted Net Assels

For the district-wide statement of net assets, net assets are reported as restricted when
constraints placed on net asset use are either externally imposed by creditors (such as
debt covenants), grantors, contributors, or laws or regulations of other governments, or
imposed by law through constitutional provisions or enabling legislation.

0. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. Designations of fund balance represent that
portion of fund equity committed by official Board action prior to June 30 of each year
for specific purposes. Said specific purposes and amounts are recorded in the official
Board minutes of the fiscal year ended June 30, 2010.

P. Elimination and Reclassifications

In the process of aggregating data for the statement of het assets and the statement of
activities, some amounts reported as interfund activity and balances in the funds were
eliminated or reclassified. Interfund receivables and payables were eliminated to
minimize the “grossing up” effect on assets and liabilities within the governmental
activities column.

Q. Accounting Estimates

The preparation of financial statemenis in conformity with generally accepted
accounting principles requires management fo make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statement and the reported amounts of
revenues and expenditures during the reporting period. Actual results could differ from
those estimates.

R. Restricted Rescurces

Restricted resources should be applied first when an expense is incurred for purposes
for which both restricted and unrestricted net assets are available.

NOTE 2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Budgets and Budgetary Accounting

All boards of education within West Virginia are required by statute to prepare annual
budgets and levy rate estimates on prescribed forms and submit these for approval.
Budgets are presented on the modified accrual basis of accounting for all governmental
funds, but do not include amounts for other post employment benefits billed by PEIA
beyond the retiree subsidy amount because only the retiree subsidy amounts are
required to be remitted according to WVC 5-16d-6(e). Budgets are not adopted for
agency funds. The following procedures are followed in preparing the annual budget.
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1. Pursuant to State statute, the Board is required to hold a meeting or meetings
between the seventh and twenty-eighth days of March to ascertain its financial
condition and to determine the amount that is to be raised from the levy of taxes for
the fiscal year commencing July 1. The Board adjourns the meeting and submits its
Schedule of Proposed Levy Rates to the State Auditor's Office for approval. The
Board then reconvenes its meeting on the third Tuesday of April to formally lay the
approved levy.

2. The Board is also required to submit its proposed budget for the subsequent year
to the State Board of Education for approval by the date established in the budget
calendar. The Board is also required to heold a public hearing on the proposed
budget before it is submitted for approval. The proposed budget must be made
available for public inspection for at least 10 days before the public hearing is held.

Revisions to the budget are authorized only with the prior written approval of the State
Board of Education.

B. Deficiencies in Net Changes in Fund Balances and Deficit Fund Balances

All funds had deficiencies in fund balances for year the year ended June 30, 2009
except the Debt Service Fund. Grant funds are available for the deficiencies in the
special revenue fund, the capital projects fund and the special revenue ARRA fund. The
deficiencies have no impact on the financial results of the funds.

The deficiency in the general fund is a direct result of recording the OPEB liability as a
current liability. As previously noted, the Board does not intend to remit payments that
are constitutionally required to be appropriated by the state. The deficiency should have
littke impact on the financial results of the fund.

NOTE 3. CHANGE IN ACCOUNTING POLICY
There were no changes in accounting policies for the year.
NOTE 4. RISK MANAGEMENT

The Board is exposed to various risks of loss related to torts, theft, damage fo and
destruction of assets, errors and omission, injuries to employees, and natural disasters.
The Boeard, pursuant to the provisions of State law, participates in the following risk
management programs administered by the State.

Board of Risk and Insurance Management (BRIM): The Board participates in the
West Virginia Board of Risk and Insurance Management, a common risk insurance pool
for all State agencies, component units, boards of education, and other local
governmental agencies who wish to participate. The Board pays an annual premium to
BRIM for its general insurance coverage. Fund underwriting and rate setting policies
are established by BRIM. The cost of all coverage, as determined by BRIM, shall be
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paid by the participants. The BRIM risk pool retains the risk of the first $2 million per
property event and purchases excess insurance on losses above that level. BRIM has
$1 million per occurrence coverage maximum on all third party liability claims.

Public Employees’ Insurance Agency : The Board provides employee health and
basic life insurance benefits through Public Employees Insurance Agency (PIEA). PEIA
was established by the State of West Virginia to provide a program of health and life
insurance for employees of State agencies, institutions of higher learning, boards of
education, and component units of the State. In addition, local govermnmental agencies
and certain charitable and public service organizations may request to be covered.
PEIA provides a general employee benefit insurance program, which includes hospital,
surgical, major medical, prescription drug, and basic life and accidental death. Fund
underwriting and rate setting policies are established by the PEIA Finance Board. The
cost of all coverage, as determined by the PEIA Finance Board, is paid by the
participants.

Coverage under these programs is limited to $1 million lifetime for health and $10,000
of life insurance coverage. Insured's may purchase up to an additional $500,000 of life
insurance coverage. Premiums are established by PEIA and are paid monthiy. The
PEIA risk pool retains the risk for the health and prescription features of its indemnity
plan, has fully transferred the risks of coverage of the Managed Care Organization Plan
to the plan provider, and has transferred the risk of life insurance coverage to a third
parly insurer.

Workers’ Compensation Fund (WCF): West Virginia has a single private insurance
company, BrickStreet Insurance, which provides workers’ compensation coverage to all
employers in the State. Other private insurance companies can begin to offer coverage
to private sector employers starting July 1, 2010, and to government employers July 1,
2012, The cost of all coverage, as determined by BrickStreet, is paid by the employers.

The WCF risk pool retains the risk related to the compensation of injured employees
under the program.

NOTE 5. PROPERTY TAXES

All property in the State is classified as follows for ad valorem tax purposes:

Class 1  All tangible personal property employed exclusively in agriculture, including
horticulture and grazing; all products of agriculture, including livestock, while
owned by the producer; all notes, bonds and accounts receivable, stocks and
any other evidences of indebtedness.

Class Il All property owned, used and occupied by the owner exclusively for

residential purposes; ali farms, including land used for horticulture and
grazing, occupied and cultivated by their owners or bona fide tenants.
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Class Ill Al real and personal property situated outside of municipalities, exclusive of
Class 1 and Il property.

Class IV All real and personal property situated inside of municipalities, exclusive of
Class | and Hl property.

According to West Virginia Code Section 11-8-6¢, the maximum rates that county
boards of education may impose on the various classes of property are: Class | - 22.95
cents per $100 of assessed vajuation; Class Hl — 45.80 cents per $100 of assessed
valuation; Class [li — 91.80 center per $100 of assessed valuation; and Class IV - 81.80
cents per $100 of assessed valuation.

Pursuant to West Virginia Code Section 11-8-61, the rates of levy for county boards are
to be reduced uniformly statewide and proportionately for all classes of property, so that
the total statewide property tax revenues to be realized from the regular levy tax
collections for the forthcoming year will not increase by more than one percent of the
current year's projected property tax revenues, exclusive of increases due to new
construction, improvements to existing real property, or newly acquired personal
properly, unless the State Legislature holds a public hearing. The amounts to be paid
to the Assessor's Valuation Fund are also to be excluded from the calculation.

County boards of education are also autherized to impose an additional {(excess) levy
not {o extend beyond five years if approved by at least a majority of the voters. The
rates of levy cannot exceed the maximum rates specified above and must be
proportional for all classes of property.

The assessed valuations and levy rated levied by the Board per $100 of assessed
valuation for each class of property for the fiscal year ended June 30, 2010, were:

Class of Assessed Valuations  Current Excess Bond
Property For Tax Purposes Expense Levy Purposes
Class | $ - $ 01940 $ 02250 $ 0.0303
Class i 3 3,272,704,554 § 03880 $ 02250 $ 0.0522
Class Il $ 1,473,533,358 $ 07760 $ 02250 % 0.1044
Class IV  $ 477,339,042 $ 07760 $ 02250 $

0.1044

The taxes on real property and the interest and other charges upon such taxes attach
as an enforceable lien on the firs{ day of July each year. There is no lien denominated
as such on personal property. However, statutes provide that the sheriff of a county
may distrain for delinquent taxes any goods and chattels belonging to a person
assessed. All current taxes assessed on real and personal property may be paid in two
installments. The first installment is payable on September 1* of the year for which the
assessment is made, and becomes delinquent on Qctober 1%, and the second
installmtent is payable on the first day of the following March and becomes delinquent on
April 1%,
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Taxes paid on or before the date when they are payable, including both first and second
instaliments, are subject to a discount of two and one-half percent. If taxes are not paid
on or before the date on which they become delfinquent, including both first and second
instaliments, interest at the rate of nine percent per annum is added from the date they
become delinguent until paid.

NOTE 6. EXCESS LEVY

The Board had an excess levy in effect during the fiscal year ended June 30, 2010. The
levy was authorized by the voters of the county at an election held on May 9, 20086, for
the fiscal years ended June 30, 2010, through June 30, 2011, to provide funds for the
following purposes:

1. To continue the present local salary supplements and benefits of all school
personne! (excluding the Superintendent) at an approximate total annual cost of
the salary supplements, related fixed costs, and benefits of $13,150,000. Such
funding will allow Berkeley County to employ and retain highly qualified personnet
who have contributed to the county’s instructional progress. -

2. To continue to provide instructional materials, fextbooks, and instructional
equipment at an approximate total annual cost of $2,500,000.

3. To continue to provide financial support of the following community organizations
and agencies: Berkeley County Health Department at $25,000; Berkeley County
Parks and Recreation at $100,000; West Virginia University 4-H Extension Office
at $60,000; and the PASS (Providing Academic and Self-Esteem Support)
Program at $40,000 for an approximate total cost of all programs at $225,000.

4. To continue to address increased enroliment in Berkeley Gounty by providing
additional staff where necessary and by providing additional equipment and
property at an approximate annual cost of $3,820,000.

5. To continue to provide for the upkeep and maintenance of existing facilities by
providing the necessary supplies, services, or equipment at an approximate
annual cost of $3,000,000.

A total of $32,690,100 was received by the Board from the excess levy during the fiscal
year ended June 30, 2010.
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NOTE 7. CAPITAL ASSETS

Capital asset balances and activity for the year ended June 30, 2010, is as follows:

Totals Totals
June 30, 2009 Additions Deletions Juna 30, 2010
Capital assets not being depreciated:
Land $ 8404517 § 561678 % - % 9,056,195
Construction in process 688,790 5,858,672 688,790 5,858,572
Total capital assets not
being depreciated 9,183,307 8,420,250 688,790 14 914,767
Capita! assets being depreciated:
Buildings and improvements 129,637,459 2,179,288 - 131,816,757
Furniture and eguipment 3,907,975 182,134 - 4,090,113
Vehicles 12,133,360 1,608,305 13,741,665
Total capital assets -
being depreciated 145,678,798 3,969,737 149,648,535
Less accumulated depreciation for:
Buildings and improvements {30,688,016) (2,667,067} (33,356,083)
Furniture and equipment (2,708,019} {195,048} - (2,904,067)
Vehicles {5,170,919) (1,032,662) - {6,203,581)
Total accumulated depreciation (38,568,954) (3,894777) - {42,463,731)
Total capital assets being
depreciated, net 107,100,844 74,960 - 107,184,804
Capital assets, net $ 116203151 & 6405210 § 688790 $ 122089671

Depreciation expense was charged to functions/programs of the governmental activities

as follows:
tnstruction 5 2414774
Supporting services:
Instructional staff ' -
Central administration 77,898
School administration -
Business -
Operation and maintenance 311,584
Transportation 973,699
Food services 116,844
Total depreciation expense governmental activities , g 3,894,797
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LONG-TERM DEBT

NOTE 8.

Long-term liability activity for the year ended June 30, 2010, is as follows:

Balance, Amounts due
Beginning of Balance, within
Chligation Year Additions Deductions End of Year one year
General obligation debt $ 18,800,000 $ 51500000 $ 3,355000 % 67045000 $ 3,880,000
Capital lease payable 384,620 - 76,924 307,696 76,924
Compensated absences 197,335 - 1,880 195,355 -
Total $ 104810855 $ 51500000 $ 3433904 $ 67548051 $ 4026924
The Board's future debt service requirements for bonded debt at June 30, 2010:
FYE June 30 Interest Rate Principai Interest Total
2011 5% and 3% $ 3,950,000 § 2,852,844 § 6,802,844
2012 5% and 3% 4,675,000 2,346,753 7,021,753
2013 5% and 2% 4,880,000 2,178,301 7,059,301
2014 5% and 4% 5,100,000 2,031,588 7,131,588
2015 5% and 2% 5,325,000 1,816,538 7,141,538
2016 5% and 2.5% 5,565,000 1,640,588 7,205,588
2017 5% and 4% 5,820,000 1,440,838 7,260,838
2018 4.000% 3,415,000 1,182,588 4,597,588
2019 4.000% 3,560,000 1,045,088 4,605,988
2020 4.000% 3,710,000 903,588 4,613,588
2021 3.250% 3,865,000 755,188 4,620,188
2022 3.375% 4,030,000 629,575 4,659,575
2023 3.500% 4,205,000 493,563 4,698,563
2024 4.000% 4,380,060 346,388 4,726,388
2025 3.750% 4,565,000 171,188 4,736,188
Total $ 67045000 $ 19836516 § 86,881,516

General Obligation Bonds — General obligation bonds payable at June 30, 2010, with
their outstanding balance are comprised of the following individual issues:

On February 8, 2002, the Board issued $27,800,000 in general obligation bonds to
provide funds for cost of site acquisition where applicable, improvement, construction,
erection, removal, furmnishings, equipment and improvement and adding to existing
school buildings in Berkeley County School District. The bonds mature in varying
annual increments through June 30, 2017, and interest is payable semiannually at 5%.
Payments on the general obligation bonds payable during the year were made from the
debt service fund.

The annual debt service requirements for the 2002 bond debt, as of June 30, 20190,
inciuding interest payments are listed as follows:
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Year Ending Principal Interest Total
2011 1,925,000 726,440 2,651,440
2012 2,015,000 643,665 2,658,665
2013 2,110,000 556,013 2,666,013
2014 2,210,000 463,700 2,673,700
2015 2,315,000 364,250 2,679,250

2016 - 2017 4,970,000 375,750 5,345,750

Total $ 15545000 §$ 3,129818 § 18,674,818

On February 17, 2010, the Board issued $51,500,000 in general cbligation bonds to
provide funds for the improvements of existing facilities and the construction of new
schools. The bonds mature in varying annual increments through May, 2025, and
interest is payable semiannually at 2-4%. Payments on the general obligation bonds
payable are made through the debt service fund.

Total annual debt service requirement for the 2010 bond debt, as of at June 30, 2010,
including interest payment is:

Year Ending Principal Interest Total
2011 2,025,000 2,126,404 4,151,404
2012 2,660,000 1,703,088 4,363,088
2013 2,770,000 1,623,088 4,383,088
2014 2,890,000 1,667,888 4 457 888
2015 3,010,000 1,452,288 4,462,288
2016 - 2020 17,100,000 5,837,838 22,937,838
2021-2025 21,045,000 2,395 900 23,440,960
Total $ 51,500,000 $ 16,706,692 $ 68,206,602
Total bonded indebtedness at July 1, 2009 $ 8,800,000
lssuances 51,500,000
Maturities (3.355,000)
Total Bonded Indebtedness June 30, 2010 $ 67,045,000
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NOTE 9. LEASES

The Board has entered into various lease/purchase agreements with the private sector,
primarily for equipment. These agreements, accounted for as capital leases, are for
various terms. While these agreements contain clauses indicating that their
continuation is subject to continuing appropriation by the Legislature, these leases are
accounted for as capital leases and are considered non cancelable for financial
reporting purposes. Other leases, principally for equipment, are classified as operating
leases with the lease payments recorded as expenditures during the life of the lease.
Operating lease expenditures for the year ended June 30, 2010, were $512,449.

The Board has entered into a capital lease-purchase agreement pursuant to the
provisions of federal legislation which authorizes the issuance of qualified zone
academy bonds (QZABs). The funding was used for HVAC and Food Service
Equipment at Eagle School and those assets are leased from Summit Community Bank
for a period of thirfeen years beginning January 2002. At the end of the contract period,
the Board will have ownership of the equipment. By contract, the Board has the option
of discontinuing the lease purchase and returning the equipment at the end of any fiscal
year if funding for the lease payments for the next fiscal year is not available.

The foliowing is a summary of the future minimum required payments by year under the

lease purchase agreement together with the present value of the net minimum
payments, for the Board’s capital leases as of June 30, 2010:

Future minimum payments:

Year Ending Amaount
2011 ) 76,924
2012 76,924
2013 76,924
2014 76,924
Total minimum lease payments $ 307,696

NOTE 10. EMPLOYEES' RETIREMENT SYSTEM

All full-time board of education employees are required to participate in one of two
statewide, cost sharing, multiple-employer retirement benefit plans: the Teachers’
Defined Benefit Retirement System or the Teachers’ Defined Contribution Retirement
System. For the year ended June 30, 2010, the Board’s total payroll for all employees
was $100,225.851 and the payroll was $90,233,353 for employees covered by the two
retirement programs.

Of the total amount appropriated by the State for retirement, the portion equal fo this
employers' average required contribution rate for both the defined benefit and the
defined contribution plans is considered to be the employers’ contribution for the current
cash flow requirements for personnel funded under the Public School Support Program
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and is reflected as revenue (Contributions For/fOn Behalf of the LEA) in the Board’s
financial statements. The balance is considered the State’s contribution toward the past
service unfunded liability and is not included either as revenue or expenditure in the
Board's financial statements.

Trend Information: Ten-year historical trend information relating to the accumulation
of assets and the unfunded liability of both plans is available from the Consolidated
Public Retirement Board.

Conversion of Leave for Post-retirement: Upon retirement, an employee's vacation
and sick leave may be converted to a greater retirement benefit or payment of health
insurance premiums. The cost of the increased retirement benefit or payment of health
insurance premiums must be absorbed by the last agency employing the retiree.

Teachers’ Defined Benefit Retirement System

Plan Description: The Teachers’ Defined Benefit Retirement System is a cost-sharing,

multiple-employer public employee defined benefit retirement system which was
established on July 1, 1941 and was closed for new members on July 1, 1991.
Beginning July 1, 2005, all new employees hecome members of this plan. To qualify for
full benefits, a member must be age 80 with at least five years of credited service, or be
age 55 with at least 30 years of credited setvice or any age with at least 35 years of
" credited service. A member may receive a disability benefit after completing ten years of
service, if the member is disabled for six months, unable to perform his or her regular
occupation, and the Retirement Board expects the disability to be permanent.

Upon retirement, members select one of five benefit payment options. If a member
terminates employment with at least five years of credited service, he may freeze his
membership until he qualifies for retirement or he may withdraw his contributions from
the plan. The employers’ confributions remain with the pian. Retirement benefits are
based on two percent of the average member’s five highest fiscal years of total earnings
from covered employment during the member’s last 15 years of service.

The normal form of benefit is a singie life annuity paid monthly, in an amount equal to
2% of the final average salary times years of credited service Other forms of benefits
may be elected subject to actuarial reduction: Cash Refund Annuity, 50% or 100%
Contingent Joint and Survivor Annuities, and ten year Certain and Life Annuities. Pre-
retirement death benefits are paid to the spouse of a deceased member who had
attained the age of 50 and completed 25 years of credited service. The annuity
payment is computed as if the member had retired on the date of death with 100% Joint
and Survivor pension. If the member's age and service are less than that required, the
sum of the accumulated member's and employer contributions with interest is paid to
the member's beneficiary or estate.

Funding Status: According to the 2010 Actuarial Valuation Report of the Teachers’

Retirement System, the plan’s Unfunded Actuarial Accrued Liability (UAAL) was $5.1
billion as of July 1, 2009.
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Contribution Requirements and Payments Nade: This is a fully qualified plan by the
Internal Revenue Service. Therefore, all employee contributions are tax deferred.
Participants are required to confribute 6% of their gross compensation and the Board of
Education contributes 15% of the covered member's gross compensation to the
retirement plan, for a total of 21% annually for those whe became members prier to July
1, 1991. Participants who became members after July 1, 2005, contribute 6% of their
gross compensation and the board contributes 7.5% to the retirement plan, for 13.5%
annually.

The employers’ contributions are derived from state appropriations and county funds.
Federally funded grant programs provide the funding for the employer contributions for
salaries paid from federal grants.

The required contributions for the year ended June 30, 2010, and the two previous
years are as follows:

6/30/10 6/30/09 6/30/08
Required Conttibutions $ 487,886,000  $ 404 547,000 $ 345,412,000
As a Percent of Current
Year Covered Payroll 29.57% 25.89% 23.30%

Total payments reflected in the Board's financial statements to the defined benefit plan
for fiscal year 2010 were:

Employees’ contributions (6%) $ 4,457,892
Employer's contributions (15% or 7.5%) 7,277,952
Total contributions $.11.735,844

Teachers’ Defined Benefit Contribution System

Plan Description: All Board of Education employees hired after July 1, 1991, but
before July 1, 2005, participated in the Teachers’ Defined Contribution Retirement
System. Employees in the Teachers' Defined Benefit System may, now or in the future,
freeze their benefits in the old plan and become a member of this plan. Members with
less than five years of service in the old defined plan may change to this plan and
transfer the funds that were deposited in the old plan to this plan. Once a member has
transferred to the Defined Contribution Plan, the member is not allowed to rejoin the
Defined Benefit Plan. ‘

Effective July 1, 2005, the Teachers’ Defined Contribution Plan was closes to new
membership, All employees hired after that date became members of the Teachers’
Defined Benefit Retirement System, which was reopened for participation on July 1,
2005. In addition, as of July 1, 2008, members of the Defined Contribution Plan who
elected to transfer to the Defined Benefit Plan, as prescribed by HB 101 passed during -
the 2008 legislative session were able to transfer from the Teachers’ Defined
Contribution Retirement System to the Teachers’ Defined Benefit Retirement System.
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A unique feature about the Teachers’ Defined Contribution Plan is that each member
chooses the investment options and may make changes at the beginning of each
calendar guarier. Seven investment options are provided from which a participant may
choose in multiples of five percent. The investment options are; Vanguard Money
Market Fund, Bond Fund of America, Franklin income Fund, Fidelity Growth
Opportunities, Washington Mutual investors, Federated Max-Cap, and Valic Individually
Allocated Fixed Annuity.

Employees are eligible to participate from the date of employment. Employee
contributions are fully vested, and employer contributions and earnings vest with the
member as follows: One-third after six years, two-thirds after nine years, and 100%
after 12 years. The member is fully vested at death or disa