
















































































on the Loan. This rebate amount, if any, shall include any income attributable to the excess
amount calculated by application of the first sentence of this paragraph, and the rebate amount, if
any, shall be paid to the United States pursuant to the requirements in Section 148(f)(3) of the
Code.

If at any time after the date of the Loan, there is any decrease in the combined marginal rate of
federal and North Carolina income tax applicable to the taxable income of Bank ("Bank Tax
Rate"), then the Interest Rate on the Loan shall be increased, effective as of the effective date of
any such decrease in the Bank Tax Rate, by multiplying the Interest Rate on the Loan by a
fraction, the numerator of which is one hundred percent (100%) minus the Bank Tax Rate in
effect after such decrease in the Bank Tax Rate, and the denominator of which is one hundred
percent (100%) minus the Bank Tax Rate in effect before such decrease in the Bank Tax Rate.

Pursuant to Section 265(b) of the Code, no deduction is allowed to Bank for Bank's interest
expense that is allocable to tax-exempt interest unless the tax-exempt interest is from a "qualified
tax-exempt obligation." For this purpose, VFD warrants and represents to Bank (i) that VFD
reasonably anticipates the total amount of tax-exempt obligations to be undertaken by VFD
within the calendar year in which the Loan is undertaken will not exceed Ten Million Dollars
($10,000,000), (ii) VFD hereby designates the Loan as a "qualified tax-exempt obligation" within
the meaning and for the purposes of Section 265(b)(3) of the Code and (iii) VFD has designated
the Loan as a "qualified tax-exempt obligation" appropriately on the IRS Form 8038-G or 8038-
GC, as appropriate. If at any time there is a Change in Deductibility (hereinafter defined), the
Interest Rate payable hereunder shall increase to the rate which will provide to the Bank the
effective yield which it would have received had there not been a Change in Deductibility. A
"Change in Deductibility" means any determination by the IRS or any court of competent
Jjurisdiction that the obligation of VFD hereunder is not a "qualified tax-exempt obligation"
within the meaning of Section 265(b)(3) of the Code.

Pursuant to Section 149(b) of the Code, interest paid to Bank on the Loan is not tax-exempt if the
Loan is federally guaranteed. For this purpose, VFD warrants and represents to Bank that at no
time in which the Loan is outstanding shall VFD place any of the Loan proceeds in any account
or deposit insured under federal law by the Federal Deposit Insurance Corporation, the National
Credit Union Administration, or any similar federally chartered corporation.

Representations made by VFD herein shall survive the closing of the Loan and shall continue
until any applicable statute of limitation expires on the last federal income tax return filed by
Bank that contains, refers to, relates to or includes any item, amount or deduction related to the
Loan.

Notwithstanding any provision herein to increase the Interest Rate on the Loan, in no event shall
the Interest Rate plus any increase provided for herein exceed a total interest rate of (select one):

x] 2.45 percent ( %) per annum, or
] Bank's Prime Rate, as it fluctuates from time to time, plus percent
( %) per annum.
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