Emclaire Financial Corp.

612 Main Street s Drawer D « Emlenton, PA 16373-0046
Phone: 724-867-2311 / Website: www.emclairefinancial.com

March 4, 2009

My, Neil M Barofsky

Special Inspector General

Office of the Inspector General

Troubled Asset Relief Program

1500 Pennsylvania Avenue, N.W., Suite 1064
Washington, DC 20220

Dear Mr. Barofsky:

This letter is in response to your February 6, 2009 request associated with our use of funds that the U.S.
Department of Treasury invested in Emclaire Financial Corp. (the “Corporation”) under the Capital
Purchase Program (“CPP”).

1.(a)

L.(b)

1.(c)

On December 23, 2008, the Corporation issued to the U.S. Department of the Treasury, in
exchange for aggregate consideration of $7.5 million, a total of 7,500 shares of Fixed Rate
Cumulative Perpetual Preferred Stock, Series A under the CPP (“CPP Financing”). The
Corporation invested 100% of the CPP Financing into its wholly owned subsidiary, the Farmers
National Bank of Emlenton (the “Bank™). As a result, the Bank’s legal lending limit was
increased from $4.0 million prior to receipt of the CPP Financing to $5.4 million after receipt of
the CPP Financing. As communicated to our customers, sharcholders, employees and other
members of the community, we plan to utilize the funds to expand the Bank’s lending in the
communities that we serve. This additional capital will support growth strategies that the
Corporation’s board of directors had previously established and will support the banking needs of
our customers in the small communities that we serve.

The funds received from the CPP Financing are recorded as preferred stock at the Corporation
level and as capital surplus at the Bank level subsequent to being contributed by the Corporation
to the Bank. As such, they were segregated from other institution funds.

Between the December 23, 2008 CPP funding close date and February 28, 2009, the Bank’s loan
portfolio increased by $12.4 million or 4.6% from $268.4 million at December 23 to $280.8
million at February 28", In further detail, we note the following:

¢ During this period, we funded three tax anticipation notes for three separate local counties
totaling $11.5 million. These were new loan relationships for the Bank, and we were in a
better position to competitively bid on these loans as a result of the CPP Financing,

¢ During this period, we closed a $3.4 million apartment loan to a new customer.
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e Despite the poor national economy, the Bank has not experienced a decline in loan demand in

the communities that we serve and has enjoyed one of the better winter lending seasons in
recent yeats.

e The Bank’s current commercial loan backlog and pipeline reports indicate new loans in

underwriting and in process of $15.1 million and $2.9 million, respectively. Small business
loans in process total just under $500,000.

While consumer loan demand has been somewhat slow in recent weeks, this is attributable
mainly to historic seasonality. Regardless, the Bank has $854,000 in residential mortgage loan
requests in process.

1.(d) As outlined above, the original $7.5 million capital contribution was used entirely for lending

activities. We anticipate that the additional capital will afford us future growth opportunities in
lending or as we otherwise expand core banking activities in our region.

In regard to our implementation of the executive compensation requirements associated with our
participation in the CPP Financing, we took the following actions in order to comply with the
TARP CPP executive compensation requirements including Section 111(b) of the Emergency
Economic Stabilization Act (“EESA™) as in effect on December 23, 2008:

Our Senior Executive Officers (“SEOs”) cxecuted the required waivers relating to
compensation restrictions within Section 111(b) of EESA;

Our Compensation Committee convened on December 11, 2008 and undertook the required
review for compensation practices and policies that could incentivize our SEOs to take
excessive and/or unnecessary risks with respect to our institution, The Committee determined
that no compensatory plans or elements of compensation relating to our SEOs involved
unnecessary or excessive risk-taking. Accordingly, no repeal or remedial action was or is
necessaty;

We amended our incentive bonus plan to permit the Corporation and the Bank to recover the
amount of any bonus paid to any participant under the plan that is reasonably determined at
any time by the Corporation to have been calculated or based on materially inaccurate
financial statements or any other materially inaccurate performance metric criteria used in the
plan;

We acknowledge and agree to the deductibility limitation of compensation in excess $500,000
for SEOs and have instituted controls and procedures to limit the deduction for such
compensation for federal income tax purposes to $500,000 for each SEO;

The Corporation will appoint its principal accounting officer to serve as its Chief TARP
Compliance Officer (“CTCO”) and the CTCO will provide oversight of the required
certification process. The CEO of the Corporation is preparing the required certification and
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the Compensation Committee is preparing for its certification of its reviews of SEO
compensatory arrangements,

As you are aware, the recently enacted American Recovery and Reinvestment Act of 2009 (“ARRA”)
significantly amended portions of the EESA as it relates to executive compensation. We are cutrently
evaluating the requirements of the ARRA and how it affects our compensation arrangements. The
Corporation and the Bank will take such action as is necessary to comply with the new restrictions and
limitations on executive compensation as required by EESA, as amended by ARRA.

The foregoing information is provided in response to the information request by the Special Inspector
General dated February 6, 2009. This undersigned duly authorized senior executive officer of Emclaire
Financial Corp. hereby certifies, to the best of his knowledge and further qualified by the accuracy of
information provided to me, the accuracy of the foregoing statements, representations and supporting
information.

I trust that the foregoing is complete and is useful for purposes of your audit of the use of funds by those
healthy institutions which received investments under TARP.

Please don’t hesitate to contact me directly should you have any questions or require additional
information. I can be reached at the address above, via telephone at (724) 867-2311, extension 118, or via
email at wmarsh@farmersnb.com.

Very truly yours,

William C. Marsh

Chairman of the Board

President and Chief Executive Officer

EMCLAIRE FINANCIAL CORP,

THE FARMERS NATIONAL BANK OF EMLENTON

ce The Office of the Comptroller of Currency

5009503
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The Farmers National Bank of Emlenton

Statutory Limitations

Based On Data For The Perlod Ending: September 30th, 2008

(These Limitations Only Apply To Maticnat Banks)

Topic

tegal Lending Limit:

Legal Lending Limit (with qualifying marketable coltateraly

Legal Investment Limit:
Type | Securiies

Type | Securities
Type lli Securities

Term Fed Funds

Limit on Loans to One Affiliate

Limit on Loans to Al Affiliates
Irvestment in Bank Premises

Federal Reserve Slock

investments In Safe Deposit Corporation
Holdings of State Housing Corporation
lnvestment in Banker's Bank

Invesiment in Agricuiture Lending Corp.

Investment in Eligible Acceptances of Drafts

or Bills of Exchange:

Aggregate Limit

Agor. Domaestis Trans.

Individual Limit

National Bank's Investment in Bank Corporation
Authority to do Foreign Business

Investment in Bank Service Corp.

Investment in Small Business Investment

Companies

Tolal Capital { Tier! plus Tier2 plus the excess ALLLY
Capltat Stock

Capital Stock/Surplus

TOTAL ASSETS (SCHEDULE RC)

Law
Regutation

12 CFR 32
12 CFR 32

- 42CFR 1

12CFR 14

12CFR1.2
12CFR 1.3

12 USC 371¢
12USC 371e
12 USC 371d

© 12 CFR 208

12 USC 24(7)
12 USC 24(7)
12 USC 24(7)
12 USC 24(7)

12USC 372

12USC 618
12 USC 1882

16 USC 681

26,559
1500
11098

354546
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Calculation

15% Total Capltal
25% Yotal Capital
Unlimited

10% Total Capital
10% Total Capital
156% Tolal Capital

10% Total Capital
20% Tolal Ca pital

100% Capital Slock
3% Capital Stock/Surplus

15% Totat Capital
5% Tolal Capital

10% Total Capital
20% Total Capital

No timit i ownership => 80%

150% Total Capital
50% Total Capital
10% Total Capital

10% Total Capital

Lesser of 10% Total Capital
OR 6% Total Assels

5% Total Capilal

Calcutated

Amount

3984
BG40

NO LIMIT

2658
2656

3984

2656
5312
1800

333
3984
1328
2656
5342

39638
13279
2656

2856

2656
17727

1328

31412008
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The Farmers Nationg! Bank of Emlenton

Stalutosy Limitalions

Based On Data For The Perlod Ending: December 31st, 2008

(These Limitations Only Apply To National Banks)

Tople

Legal Lending Limit:

Legal Lending Limit (with qualifying ma tketable collateral)

Legal investment Limit:
Type | Securities

Type ¥ Securitles
Type i Sacurities

Term Fed Funds

Limit on Loans to One Affiflate

Limit on Loans to All Affiliates
nvestment in Bank Premises

Federal Reserve Stock

lnvestments in Safe Deposit Corporation
Holdings of State Housing Corporation
investment in Banker's Bank

Investment in Agriculture Lending Corp.

Investment in Eligible Acceplances of Drafts

or Bills of Exchange:

Aggregate Limit

Aggr. Domestic Trans.

individual Limit

National Bank's Investment in Bank Corporation
Authority to do Foreign Business

Investmeant in Bank Service Corp.

Investment in Small Business nvestment

Companies

Total Capital { Tier1 plus Tler2 plus the excess ALLLY
Capitat Stock

Capital Stock/Surplus

TOTAL ASBETS {SCHEDULE RC)

Law
Regulation

12 CFR 32
12CFR 32

12CFR 1
12CFR 1.1

12CFR 1.2
12CFR13

12 USC 371¢
12 USC 371¢
12 USC 371d
12 CFR 208

12 USC 24(7)
12 USC 24(7)
12 USC 24(7)
12 USC 24(7)

12U8C 372

12USC 618
12 USC 1882

15 USC 681

36,062
1500
22058

373803
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Calculation

15% Total Capital
25% Totat Capital
Unlimiled

10% Tolal Capitat
10% Total Capital
15% Totai Capital

10% Yotal Capital
20% Total Capital

100% Capital Stock
3% Capital Stock/Surplus

15% Total Capital
5% Tolat Capital

10% Total Capital
20% Total Capilal

No limit if ownership => 80%

150% Total Capital
50% Total Capltal
10% Total Capital

10% Total Capital

Lesser of 10% Total Capitat
OR 5% Total Assels

5% Tolal Capital

Calculated

Amount

5408
o018

NOC LIMIT

3608
3606

5409

3606
7212
1500

682
5409
1803
3608
7212

54093
18031
3608

3606

3608
18680

1803

37412009
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Liability: 3102500090 ~ PREFER

Branch:

Liability Summary

Current Balance:;
Fiscal Year Budget:

“w b))

RED STOCK
Description
EMCLAIRE FINANCIAL CORP

$7,500,000.00
$0.00

Fiscal Year Budget Varlance:

Mar 2009 Average:
Mar 2009 Budget:

$7,500,000.00

$7,500,000.00
$0.00

Mar 2009 Budget Variance

Target Budget Amount

January:
February:
March:
April:

May:

June:
July:
August;
September:
October:
November:
December:
Average

Projected Target Budget

January:
February:
March;
Aprils

May:

June:

July:
August:
September:
October:
November:
December:
Average

2009 Historical Information

Debits Posted
$0.00
$0.00
$0.00
$0.00

January:
February:
March:
April:

$7,500,000.00

Summary Account

Previous Balance:
Credits:
Debits:

Page 1 of 3 H7

FARMERS NATIONAL BANK
Reporting Institution: 0

$7,500,000.00
$0.00
$0.00

Current Balance:

Fiscal Year Average:
Last Month End Balance
Application Balance

Adjustment;

Budget Actual
$0.00 $7,500,000.00
$0.00 $7,500,000.00
$0.00 $7,500,000.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00

$0.00 $7,500,000,00
Projected
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00

Credits Posted

$0.00 $7,500,000.00
$0.00 $7,500,000.00
$0.00 $7,500,000.00
$0.00 $0.00

$7,500,000.00

$7,500,000.00
$7,500,000.00
$0.00

Varlance
$7,500,000.00
$7,500,000.00
$7,500,000.00

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$7,500,000,00

Average Balance Month End Balance

$7,500,000.00
$7,500,000.00
$7,500,000.00

$0.00

hitp://10.1.0.4/FMS_FMS1151/FMS1151. ASPX?Action=QUICKPRINT&XMLGuid=381F748C-5... 3/5/2009
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Liability: 3102000004 -~ SURPLUS

Branch:
COST CENTER:

Liability Summary

Current Balance:
Fiscal Year Budget:
Fiscal Year Budget Variance:

Mar 2009 Average:
Mar 2009 Budget:
Mar 2009 Budget Variance

Target Budget Amount

January:
February:
March:
April:

May:

June:

July:
August:
September:
October:
November:
December:
Average

Projected Target Budget

January:
February:
March:
April:

May:

June:

July:
August:
September:
October:
November:
December:
Average

2009 Historical Information
Debits Posted

January:
February:
March:

http://10.1.0.4/FMS_FMS1151/FMS1151.ASPX?Action=QUICKPRINT&XMLGuid=6EE16143-...

Description
OPERATIONS

FINANCE AND ADMINISTRATION

$14,359,484.35
$0.00

$14,359,484.35

$14,359,484.35
$0.00

$14,359,484.35

Previous Balance:
Credits:

Debits:

Current Balance:

Page 1 of 3 lb

FARMERS NATIONAL BANK
Reporting Institution: ¢

Summary Account
3102000099
3102001098

$14,359,484.35
$0.00
$0.00

Fiscal Year Average:
Last Month End Balance

Application Balance

Adjustment:

Budget Actual
$0.00 $6,859,484.35
$0.00 $14,359,484.35
$0.00 $14,359,484.35
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00

$0.00 $10,669,008.16
Projected
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00

$0.00
$0.00
$0.00

Credits Posted

$0.00
$7,500,000.00
$0.00

$14,359,484.35

$7,811,865.30
$14,359,484.35
$0.00

Variance
$6,859,484.35
$14,359,484.35
$14,359,484.35
$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00
$10,669,008.16

Average Balance Month End Balance

$6,859,484.35
$7,930,912.92
$14,359,484.35

$6,859,484.35
$14,359,484.35
$14,359,484.35

3/5/2009
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Farmers T
National ' S -
Bank

040252009 4074 o

‘Raferences In the boxes above are for Lender's use only and do not limit the applicabllity of this documient to any

Any Rom sbove contelnlng ** ** has been omittad gus 10 toxt length Imitations,

Borrower:  COUNTY OF BUTLER (TIN: 26-6001020) -, - kender: . The Farmors National Bank of Emle or

PO BOX 1208 Corporate Borking ...

BUTLER , PA 16003 . 812 Maln Stroet
: . Emtentop, PA 16373

a‘d&ro‘s‘s shown above or at sich othér place as Lender may designate n writing. < »

Princtpal Amount: $8,000,000.00 ' Date of Note: January 2, 2009
o K - B - Maturity Dater Decembar 31, 2009
PROMISE TO PAY. COUNTY OF BUTLER ["Borrower™) promises to pay to The F ‘s Natlonal Bank of Eml {*Lender™), of order, In lawful

money of the United States of America, the principal amount of Eght Mlfiton & 00£100 Dolfard {$8,000,000.001, togsther with Interest on the
unpald principal balance from January 2, 2009, celculated as desctited In the “INTEREST CALCULATION METHOD™ paragraph using an lnterest
rate of 2.076% per annum hased on a yeat 6f 360 days, untl pald In full, The Interest rate may change urider the terms and conditions of the

~INTEREST AFTER DEFAULT® segtlon, . | . C e e S o N )
PAYMENT, Borowsr will pay this losn In full Immaediately upon Lender's demand: It no demand Is made, Bpnqwer wilt pay this foan in one
princlpal payment of $8,000,000.00 pius Interést on December 31, 2008, This payment due on December. 31, 2008, wiil be for alf principal

and ali acorued Interest not yet pald, Unless otherwise sgreed or required by spalicabls lsw, payments whl be epplied flrst to pny atotued
1.3 § Y

t; then to principal; then to sny unpald collection costsy and thep o any late charges. Bugt,qur will pay Leader at Lender's

RN

INTEREST CALCULATION METHOD, Interdst an this Note Is computed ori a 3667360 basts; that 13, by dfiplying the ralfe of the Interast tate
over & year of 380 days, multiplisd by the ding principal bal muitiplied by the sctusl numbies of days the principal balance is
" 11, s e Mo D H

Alt interest payable under this Note 13 complited uslhg this method, vy st :

PREPAYMENT; MINIMUM INTEREST CHARGE. In any event, aven upon full prepayment of this Note, Borrower understands ‘that Lerider is
entitlad to a mintmum Interest charge of $20.00. Other than Borrowar's obligation to pay, sny minimum interast charge, Sorrowar mey pay
without penalty all or a portion of the smount owegd earller than It Is dug. Early psymeqts will not, unisgs agreed to by Lendar In writing, refleve
Borrower of Borrower's obligation to continué to take payments urdef ‘the paymant chetlule, ‘Rather, darly payhiants will tédude the phincipal

PNV
SIS AP =

" balance due. Borrower agrees nat to send Landar payments marked *pald In full®, "without recoursé”, of simita? languags,” If Borrower sends

such a poymant, Lender may accapt it without losing any of Lender's rights under this Note, and Borrowar will ramaln obligated to pay any
further smount owed to Lendsr. All written communications concerning disputed amourits, including sny check or other payment Instrisment
that Indicates that the pay consthutes "payment In {ull" of the amount owad or that Is tendered with othsr conditions or fimitations or as
fult satisfaction of a disputad amptint must be mailed or delivered to: The Farmars National Bank of Emlenton, Corporste Banking, 612 Msin
Street, Emlenton, PA 18373, . . o :

" LATE CHARGE. if & paymont s lé days or more {ate, Borrower will be chargad 5.000% of the pnpatd. pontm{ of the iegétatty‘gcbeduled

. payment of $16,00, whichever Is.greater.

\

W

*

. and-ail such acopynts, snd, at freozo alsubl sccounts to ello Len

INTEREST AFTER DEFAULT, Upoh defeult, including fallure to pay upon tinal maturity, tha interest rate on this:Noté shali be Inciessed by 3.000
percentage polnts. If judgment is entered in connection with this Note, Intersst will continue 1o acerue sftar the date of judgment at the rate in
effect at the time judgment is entered. However, In no avent will tha interest rate oxceed the maximum Interest rata If ‘ tions under.applicabl
taw. . ’ Peaawnhs Y R
DEFAULT. Each of the foliowing shall sonstitute an avent of défauit {"Event of Dsfault™} undar this Note: i
Payment Default. Borrower fails to make any payment when due under this Note,
Other Defaults, Borrower fails 1o comply with or to perform any other term, obligation, covenant or condition contained in this Note or in
sny of the ralated documents or to comply with or to parform any term, obligation, covenant or condition contained In sny other agreement
batwaen Lender and Borrower, : : Co . B o . . .

False Statements, Any warrantly, reprasantation or statement mads or furnished to Lender by Barower or on Boreower's behalf under this
Note or the related documants is false or misleading in any material respeat, elther now or at the time made or furnished or becomes fsise
or misteading at any time thereafter, . . A

Daath of Insolvency. The doath of Borrower or the dissolution or termination of Borrower's existence as a‘golng businass, the insolvenc
of Borrowsr, the appolntment of a receiver for any part of Borrower's property, any sssignment for the bonefit of creditors, any type of
craditor workout, or the commencement of any procseding undar any bankruptey of Insolvency laws by or ageinst Borrower.

Croditor or Forlelture P dings. C ment of foraclosure or forfelture proceedings, whather by [udicial proceading, salf-help,
repossession or sny other method, by any creditor of Borrower or by any governmentsl sgency ag Inst any collateral ing the loan.
This Includes a garnishment of any of Borrower's accounts, insluding deposit eccounts, with Lender, Howevey, this Event of Default shall
not apply if there is & good faith dispute by Borrower s to the validity or reasonablaness of the claim which ia the basls of the craditor or
forleiture proceeding and If Borrower glves Lender written notlce of the creditor of forfalture proceading end deposite with Lender moniss or
& surety bond for the creditor or forfelture pr ding, in an t determined by Lender, In its sole discretion, as being an adequate

resarve or bond for the dispute. .
Evants Affacting Guaranter. Any of the preceding events occurs with respect to any guarantor, endorsar, suraty, of secommodation party
of any of the indsbtadness or any guarantor, endorser, surely, or eccommodation perty dies or & Incompetent, or raevokes of
disputes the validity of, or liability under, any guaranty of the Indebtadness evidenced by this Note.

Adverss Change, A materisl adverss changs ocours In Borrower's finencial condition, or Lender belleves the prospect of payment or
parformance of this Note is impaired,

Inseowrity. Lender In good faith belleves itsell insecure.

LENDER'S RIGHTS. Upon dofault, Lender may, sfter giving such notices as requirad by spplicable law, declars the entire unpaid principel
balance under this Note and alf accrued unpald Intarest immadistely due, and then Borrower will pay that amount.

ATTORNEYS' FEES: EXPENSES. Lendsr may hite or pay someocne slse to help collect this Note I Borrawer doos not pay. Bossower will pay
Lender that smount. This Includss, subjast to any limits under epplicable law, Lender's reasonable attorneys' fess and Lender's laga! expanses,
whsther or not thare Is a lawsult, including ressonable attomeys’ feos, expenses for bankrupley preceedings fincluding efforts to modify or

‘vagats any stay of Inj 1, arwd appeals. i not prohibited by applicable law, Borrower also will pay any court costs, In addition to
all ather sums provided by law,

. GOVERNING LAW, This Note wiil ba governad by federal law sppllosble to Lender end, to the extent not presmpted by federal law, the laws of
the Commonwealth of Pennsylvanla without ragard to Hts conflicts of law provislans. This Note has besn accepted by Lender in the
Commonwealth of Pennsylvania. .

DISHONORED |TEM FEE, Borrowsr will pay @ fee to Lender of $25.00 if Botrower makes & payment on Borrower's loan end the chack or
presuthorized charge with which Borrowar pays Is later dishonored. ’ ‘

RIGHT OF'SETOFE, H faw, int);ist sarves a yight ofgetof! In/kll
somaQther Ficludesgll ts Bogrowerhokds jointly with sometyio ¢lse 8
or any t t

checking, savings,
open In the fiturs / However) Keogh
faw. Barroworgythorizes Lo plicsble tew, Xb charge or getofhell sums
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» BUCCESS INTERESTS. The tsrms of this Note shall be binding upon Borrowsr, and upon Borrower's helrs, personal representativas,
successars and assigns, and shall lnurs to the benafit of Lender and i1s successors and assigns.

NOTIFY US OF INAGCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Please notify us If we report 2ny inscourate
Information about your accountis} to & consumer reporting sgency. Your writtan natice describing the specitic Insccuracy{ias) should be sent to
us 8t the following address: Farmers Nationel Bank 812 Maln Street Emlenton, PA 18373,

GENERAL PROVISIONS, This Nots Is payable on demand. The inclusion of specifio default provisions or rights of Lender shall not preciude
tander's right to declare payment of this Note on lte demand. If any part of this Note cannot be enforced, this faot will net affect the rest of the
Note. Lendar may delay or forgo snforcing any of lts rights or remudiss under this Note without fosing tham. Borrower and sny other parson
who signs, gusrantess or endarses this Nota, to the extent sllowed by law, walvs presentment, demand {or payment, and notice of dishanor,
Upan any change In the terms of this Notd, and unless otherwise sxpressly stated In wiiting, no party who signs this Note, whather as maker,
ot Y dation moker or endorder, shall be relessed from lability. Al such psrties agres that Lendsr mey renew or extend
{repestedly and for any length of time} this loanor relssse any party of guarantor or collateral; or Impalr, fall to realize upon or parfoct Lendar's

" security interest In the collateral; and take eny dther action desmed necessary by Lender without the consent of or notice to anyone. All such
parties also agres that Lendsr may modity this foan without the consant of or riotice 1o anyone other than the party with whom the muodiication
is mads. The obfigations under this Note ere Joint snd ssveral. if sny portion of this Note Is for any rasson determined to be unenforceabls, it
witi not aftect the enforceabllity of sny other provisions of this Nete.

CONFESSION OF JUDGMENT. BORROWER HEREBY I[RREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY OR THE
PROTHONOTARY OR CLERK OF ANY COURT IN THE COMMONWEALTH OF PENNSYLVANIA, OR ELSEWHERE, TO APPEAR AT ANY TIME
FOR BORROWER AFTER A DEFAULT UNDER THIS NOTE AND WITH OR WITHOUT COMPLAINT FILED, CONFESS OR ENTER JUDGMENT
AGAINST BORROWER FOR THE ENTIRE PRINCIPAL BALANCE OF THIS NOTE AND ALL ACCRUED INTEREST, LATE CHARGES AND ANY AND
ALL AMOUNTS EXPENDED OR ADVANCED BY LENDER RELATING TO ANY COLLATERAL SECURING THIS NOTE, TOGETHER WITH COSTS
OF SUIT, AND AN ATTORNEY'S COMMISSION OF TEN PERCENT {10%) OF THE UNPAID PRINCIPAL BALANCE AND ACCRUED INTEREST FOR
COLLECTION, BUT IN ANY EVENY NOT LESS THAN FIVE HUNDRED DOLLARS {$500) ON WHICH JUDGMENY OR JUDGMENTS ONE OR
MORE EXECUTIONS MAY ISSUE IMMEDIATELY; AND FOR S0 DOING, THIS NOTE OR A COPY OF THIS NOTE VERIFIED BY AFFIDAVIT SHALL
BE SUFFICIENT WARRANT. THE AUTHORITY GRANTED IN THIS NOTE TO CONFESS JUDGMENT AGAINST BORROWER SHALL NOY BE
EXHAUSTED BY ANY EXERCISE OF THAT AUTHORITY, BUT SHALL CONTINUE FROM TIME TO TIME AND AT ALL TIMES UNTIL PAYMENT I
FULL OF ALL AMOUNTS DUE UNDER THIS NOTE. BORROWER HEREBY WAIVES ANY RIGHT BORROWER MAY HAVE YO NOTICE OR TO A
HEARING IN CONNECTION WITH ANY SUCH CONFESSION OF JUDGMENT AND STATES THAT EITHER A REPRESENTATIVE OF LENDER
SPECIFICALLY CALLED THIS CONFESSION OF JUDGMENT PROVISION TO BORROWER'S ATTENTION OR BORROWER HAS BEEN
REPRESENTED BY INDEPENDENT LEGAL COUNSEL, .

PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE, BORROWER AGREES YO THE
TERMS OF THE NOTE.” :

BORROWER ACKNOWLEDGES RECEPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE,

THIS NOTE 18 GN_EN.UNQER SEAL AND IT (3 INTENDED THAT THIS NOTE IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A
SEALED INSTRUMENT ACCORDING TO LAW,

BORROWER:

AMES L, KENNED
OF BUTLER

WIHAM S O'GONNELL, CHIEF CLERK of COUNTY
OF BUTLER } G’#\i“ R
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County of J efferson, Pennsylvania
$2,500,000.00 Aggregate Principal Amount
TAX ANTICIPATION NOTE
SERIES OF 2009
January /&, 2009

JEFFERSON COUNTY, Pennsylvania (the "Local Government Unit") for value
received and intending to be legally bound, promises to pay the principal of Two Million Five
Hundred and 00/100 Dollars ($2,500,000.00) together with interest thereon from the date hereof
at a rate of 2.075% per annum, fixed tax free calculated on the basis of a year of 360 days and
the actual number of days elapsed, to the registered owner hereof on or before December 31,
20009, at the corporate office of Farmers National Bank, Drawer D, Emlenton, Pennsylvania, as
Sinking Fund Depositary and Paying Agent, upon surrender of this Note, in such coin or
currency of the United States of America as at the place and time of payment is legal tender for
the payment of public and private debts. Interest shall be payable monthly, the first interest
payment being due thirty (30) days after closing.

This Note is issued under and pursuant to all the terms and provisions of the Local
Government Unit Debt Act of the Commonwealth of Pennsylvania, Act of December 19, 1996,
P.L. 1158, No.177, as amended, and is designated as a "qualified tax-exempt obligation" under
Section 265 (b) (3) (B) of the Internal Revenue Code of 1986, as amended. The indebtedness
evidenced hereby is a borrowing in anticipation of current taxes to be received by the Local
Government Unit during the fiscal year in which this Note has been issued and is to be repaid
from such taxes received by the Local Government Unit during said fiscal year. In the event of
any default hereunder, the Local Government Unit will pay the owner's reasonable costs and
expenses incurred in collection of the amounts due hereunder, the Local Government Unit
hereby pledges and grants (equally and ratably with all other tax and revenue anticipation notes
issued during the current fiscal year in the aggregate principal amount stated above) to the
Sinking Fund Depositary, for the benefit of the owner, from time to time, of this Note, a first lien
and charge on, and security interest in, the taxes to be received by the Local Government Unit
during the period this Note is outstanding in order to secure the payment of the indebtedness
evidenced hereby and the interest thereon.

This Note is further executed and delivered pursuant to a Resolution adopted by the
Local Government Unit upon the affirmative vote of at least a majority of the members of its
Governing Body at a public meeting duly and regularly held, and after filing with the
Department of Community and Economic Development of the Commonwealth of Pennsylvania
the documents required by Section 8126 of the said Local Government Unit Debt Act. This Note
is fully registered and may not be transferred except upon surrender hereof and notation of
transfer upon the registration books of the County.




No recourse shall be had for the payment of the principal of or the interest on this Note,
or for any claim based herein, against any officer, agent, or employee, past, present, or future, of
the Local Government Unit, as such, either directly or through the Local Government Unit,
whether by virtue or any constitutional provision, statute, or rule of law, or by the enforcement
of any assessment or penalty, or otherwise; all such liability of such officers, agents, or
employees is hereby renounced, waived, and released as a condition of any as consideration for
the issuance and acceptance of this Note.

1t is hereby certified that all acts, conditions, and things required to be done, to occur or
be performed precedent to and in furtherance of the issuance of this Note, or in the creation of
the indebtedness of which this Note is evidence, have been done, have occurred, and have been
performed in regular and due form and manner as required by law, and that the repayment
obligation represented by this Note is not in excess of any constitutional or statutory limitation.

If, at anytime during the existence of this loan, the borrowing is determined not to be tax-
free, Farmers National Bank would adjust the interest rate to Farmers National Bank’s Base Rate
and the payment would be adjusted accordingly for the remaining term. Said change would be
retroactive to the date that the loan was determined not to be tax-free.

IN WITNESS WHEREOF, the Local Government Unit has caused this Note to be signed
in its name by its County Commissioners and its corporate seal to be hereunto affixed, or a
facsimile thereof to be printed hereon, duly attested by the Chief Clerk, as of the date set forth
above.

COUNTY; OF JEFFE?}?ON:
By: C},w(, . bae

Paul Corbin, Chairman

By: éféw/ W '

Jé{nies P. Mcintyre, Commfssioner

L.

o \%;ﬁz

Jetti%y B Pisarcik, Commissioner

SEAL
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TAN




COUNTY OFELK
RESOLUTION NO. 2008- £9.

AUTHORIZING THE COUNTY OF ELK TO INCUR TAX ANTICIPATION
INDEBTEDNESS FOR THE YEAR 2009; FIXING THE FORM OF THE NOTE TO BE
ISSUED FOR SAID INDEBTEDNESS; AND AWARDING THE NOTE AT PRIVATE
SALE.

Whereas, the Board of County Commissioners has determined that it is necessary for
the County to incur debt in a sum not exceeding $950,000 for the purpose of funding
current expenses for the year 2009

And Whereas, said indebtedness will be incurred in anticipation of the receipt of current
taxes;

And Whereas, said indebtedness will not exceed the limitations for tax anticipation debt
provided in the Pennsylvania Local Government Unit Debt Act, 53 Pa.C.S.A. §8122;

And Whereas, the County has solicited quotes from all of the financial institutions
actively engaged in business in the County for the purchase of the tax anticipation note
to be issued pursuant to this resolution; :

And Whereas, the County Commissioners have determined that the proposal submitted
by Farmers National Bank, providing a fixed interest rate of 2.075% per annum,
represents the most favorable proposal submitted;

NOW THEREFORE, BE IT RESOLVED:

1. Authorization of Debt.

The County of Elk is hereby authorized to incur debt in anticipation of the receipt of
current taxes for the fiscal year 2009 in the aggregate principal sum of $950,000, to be
evidenced by a tax anticipation note substantially in the form attached hereto as Exhibit

NA n
2. Security.

As security for the note issued under this Resolution, the County of Elk, hereby pledges,
and grants a security interest in, the taxes of the County levied during the fiscal year
2009.

3. Authorization.

The Chawrperson, Board of County Commissioners, and the Chief Clerk are hereby
authorized and directed to execute the note issued under this Resolution, any financing
statement required under the Pennsylvania Commercial Code and any and all other
documents which may be required to fully perfect and issue the said note. The Chief

[
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Clerk is directed to file a copy of the proceedings authorizing the said note and the
certification of taxes required under the Local Government Unit Debt Act, 53 Pa.C.S.A.

§8126.

4. Private Sale of Note.

The Board of County Commissioners determines that it is the in the best interest of the
County to award the note issued under this Resolution by private sale to Farmers
National Bank, pursuant to its proposal of December 19, 2008, a copy of which is
attached to this Resolution as Exhibit “B”.

ADOPTED at a duly constituted public meeting of the Board of County Commissioners
this goth, day of December, 2008,

Aﬂest@pb\w W

Chief €lérk

COUNTY OF ELK

me %/ « /gﬂf’é/ |
%ﬂéém,ﬁf&&awp

BOARD OF COMMISSIONER




Exhibit “A”
2009 Tax Anticipation Note

Date: January SZ 2009 Amount: $950,000

FOR VALUE RECEIVED AND INTENDING TO BE LEGALLY BOUND, the County of
Elk hereby promises to pay to the order of Farmers National Bank; its successors and
assigns, the sum of Nine Hundred Fifty Thousand Dollars ($950,000), lawful money of
the United States of America, together with interest at the rate of 2.075% per annum
(accruing on a 360-day basis) beginning on the date of this note and continuing to and
including the date of maturity thereof; with all payments to be applied first to interest
and the balance to principal; and with the entire balance of principal and interest to be
paid in full on or before December 31, 2009; with interest payable in monthly
installments on or before the 10th day of each and every month for interest accrued
during the preceding calendar month. All payments shall be made at an office of
Farmers National Bank, or at such other location with the Commonwealth of
Pennsylvania as may be designated by the holder hereof from time to time in writing

delivered to the undersigned.

The interest rate on this note has been established on the basis of legal opinion received
by the Bank and the County that under existing statutes, rulings and regulations, as now
administered, the interest received on this note by the Bank and any other participant in
this note is not subject to federal income tax. If at any time the interest rate payable to
the note holder shall be deemed taxable to the note holder under federal law, the

interest rate on the note shall then be changed to the prime commercial rate then

changed by the Bank as from time to time adjusted; provided however, that the rate of
interest shall not be greater than 5.00% per annum;

In the event that the County of Elk fails to make payment of the entire balance of
principal and interest on this note on or before December 31, 2009, then at such time
the interest payable on the principal balance of the note shall be changed to a rate equal
to the Farmer National Bank’s prime commercial rate, as from time to time adjusted,
provided that such interest rate shall not be greater than 5.00% per annum.

The Chief Clerk of the County of Elk is hereby designed as the paying agent of this note
pursuant to the Local Government Unit Debt Act, 53 Pa.C.S.A. §8125.

IN WITNESS WHEREOF, the County of Elk has caused this note to be properly
executed under this corporate seal as of the date originally set forth above.

COUNTY OF ELK

Attest: K[/M@M %fwf\x By: (O/Mc(% ff? 6/

Chief &Il Chau erson, Board of Coufaty Commissioners

TAN
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Referonces in th

t £ % Lender: The Farmers Natlona! Bank of Emlenton
%gjég é; i} Corporate Banking

612 Main Strest

Emfenton, PA 16373

Principal Amount: $3,400,000.00 IS g (p ™ Date of Note: January 2, 2009

5. 4 Maturity Date: Jenuary 10, 2028
PROMISE TG PAY. m&‘emmww”} Jointly and seversily promlse to pay to The Farmers Natlonsl Bank
of Emlenton ("Lender™T; A wint money of the Unlted Stotes of Amerles, the pidncipal amount of Three Milllon Four Hundred Thousand

& 007100 Dollars 1§3,460,000,00}, together with Interest on the unpald principat balance from Jenuary 2, 2008, {mm pald In full,

PAYMENT. Borrower will pay this loan In full Immediately upon Lender's demand, I no demand Iz made, subject to any payment chang
resulting from changes in the Index, Borrower will pay this loan in accordance with the following fiaymént schadula, which caleulates interast on
the unpald principal balances as described In tha "INTEREST CALCULATION METHOD* paragraph using the Interest rates degcribed in thls
paragraph: 60 thiy ive princlpal and interest pay te in the inltlal samount of $24,308.88 each, béginning February 10, 2009,
with Interest calculatad on the unpald principal balances using an Interest rate of 5,876% per annum based on a yesr of 360 days; 60 monthiy
congecutive principal and Interest paymisnts in the Initfal amount of $26,323.67 each, beglnning February 10, 2014, with Intarest calculated on
the unpald principal bal using an interest rate hased on the the B Year T y Noté - Constant Matlrity Index of the Féderal Reserve
Statistical Release H.15 (819} {ourrently 3,.760%}, pluf a margin of 2.760 percéntage polnts, tesulting in an Injtlal Interest rate of 6.510% per
annum based on & yosr of 360 days; 60 monthly gansecutlve principal snd Interest paymbrits In the Initlal amount of $26.323,8'6 aach,
baginning February 10, 2018, with Interest caloulated on the unpald prindipel balsnces using sw Interest rate hesed on the the 6 Year Treasurary
Note - Constant Maturty Index of the Federal Reserve Statistlcal Releass H.1B {519) {currently 3.760%), plus & maigin of 2,760 p itag

polnts, resulting In an Inltlel Interest tate of 6.510% ‘per annum based on & year of 360 days; 69 thly tive principal gnd Interest
payments In the Inltial amount of $28,323.67 each, beginning February 10, 2024, with Intarest calculated on the unpald prinelpal balances
using an Intersst rate based on the the & Year T rary Note - Constant Maturlty tndex of the Faderal Reserve Statlstical Relsase H.15 {619)
{currently 3,760%}, plus a I of 2,750 p tage points, rasulting in an Inltial interest rate of 6.510% per annum based on a year of 360
days; and one principal and Ing payment of $25,323.34 on Januery 10, 2029, with Interest calculated on the unpald prncipal balances

uslng an intersst rate based on the the 5 Year T iry Nota - C ant Maturlty index of the Federal Heserve Statlstical Reloase H,15 (519)
{eurrently 3.760%), plus 2 gln of 2,760 percontage polnts, resulting In an Inftial Interest rate of 8,510% per annium based on o year of 360
days. This estimated final paymant Is based on the ption that all pay ts wiil be made exactly as scheduled and that the Index does not

changs; the actual final payment will be for a8l princlpal and accrued Interest not yet pald, together with any other unpaid amounts under this
Note, Unless otherwise agreed or raqulied by applleabla faw, payments will be applied first 1o any sccrued unpald Interest; then to principal;
then to any unpald collaction costs; and then to any Iate charges, Borower will pay Lander at Lendor's address shown above or at such other
place as Lender may designate in wilting,

VARIABLE INTEREST RATE. Tho interest rate on this Note is subject to changs from time to time based on changas In an independant index
which Is the the 5 Year Treasurary Note - Constant Maturlty Index of the Fadere! Resarve Stetistical Rélease H.1B (819) {the "Index™}. The
Index is not nacessarily the lowest rate charged by Lander on its loans. [f the Index becomes unavallatle durlng the tarm of this loan, Lendar
may designate a substitute Index after notifying Borrower. Lendar will tell Borrowst the cument Indax rate upon Borrower's request. The
interest rate change will not ccour more often than eech adjustment to the index. Borrower undarstands that Lendar may make loans based on
othsr rates as well. The Index currently Is 3.760% pot annum. The [nterest rate or rates to be appliad 1o the unpald principal balance during
this Note will be tha rate or rates sot forth herein In thb “Paymemt” section. Notwithstanding any other provislon of this Note, after the first
payment stream, the Intarest rate for sach subsequent payment st will be effective as of the last payment date of the Just-ending payment
stream. NOTICE: Under no clrcumstances will the Interest rate on this Note be more than the ’ rate sllowed by applicabls law,
Whenavar increases occur In the interest rate, Lendsr, at its optlon, may do one or more of the following: (A} Ircrease Borrower's payments to
?nsure Borrower's loan will pay off by its original final meturity data, (B} Increass Botrower's payments to cover accrulng Intergst, {C}

fr the ber of Borrower's payments, and (D} continus Borrowses's payments at the same emount end Incrense Borrower's final
payment. .

INTEREST CALCULATION METHOD, Interost on this Note Is computed on o 365/360 basis; that ls, by applylng the ratio of the Interest rate
over a year of 360 days, multiplled by the 2 inclpal bal multiptiad by the actual number of days the princlpal balance Is

outstending. Afl interest payablo under this Note is : ted us'fng this method.

PREPAYMENT PENALTY, Borrower agfees that all loan fees and olher prapaid flnance charges afe earned fully a3 of the date of ths loen and
will not be subjact to refund upon early payment {whether voluntary or as a rasult of default), oxcept as otherwise requirad by law. Upon
prepayment of this Note, Londer Is entitled to the following propayment penafty: If this Note Is paid In full from teflnancing with a source other
than Fatmers Natlonal Bank from the Note Date, a prepay U ponalty will be d s foll Months 0 - 12: 3% of the unpald principal
balance; Months 13 - 241 2% of the unpald princlpal balance; Monthy 25 ~ 60; 1% of the unpald princlpal balance ; and 1/2% of the unpald
principal balance for the entire remalning life of the foan, . Except for the foregolng, Borrower may pay all or a portion of the emount owed
entller than 1t Is due. Early payments will not, unless agreed to by Lender In writing, rellave Botrower of B 's obligation to 1 to
make psyments under the payment schedule. Rather, sarly payments will reduce ths principat balance dus and may result in Borrower's making
fower psyments, Borrower agrees not to send Lender paymants marked "pald In full®, "without recourgs”, or similar fanguags. U Borrower
sends such & paymant, Lender may scoept it without fosing any of Lender's rights under this Notes, and Borower will remaln obligated to pay
any further amount owed to Lender, All wiitten wnigati ing disputed , Including sny check or other payment
instrumnent thet indicates that the paymont constitutés "paymaent in full* of the amount owed or that is tondared with other conditions or
Hmitations or as full satisfaction of 2 disputed amount must be majled or delivered to: The Parmers National Bank of Emlenton, Corporate
Banking, 612 Maln Streat, Emlenton, PA 16373, X
LATE CHARGE. If & poyment Is 16 deys or more late, Borrower will bs charged §.000% of the unpald portion of the regularly scheduted
payment or $15.00, whichever Is greater,
INTEREST AFTER DEFAULT, WUpon default, including ifalluce to pay upon final maturity, the Intersst rate on this Note shall be Incressed by
adding a 8.000 percentags point margin ("Defaylt Rate Margin®l. The Dsfault Rate Margin shall also opply to gach succosding interest rate
change that would have applied had thers been no default. Alter maturity, or after this Note would have matured had there baan no default, the
Defouit Rate Margin will continue to apply to the finsl Interest rate described In this Note, If Juidgment Is sntared In connsction with this Note,
intarost will continuo to accrue alter the date of Judgment at the rate in offect et the time judgment Is entered, However, In no event will the
interest rate excesd the maximum Intarsst rats limitations under applicabls law. ’
DEFAULT. Each of the following shall constitute an event of default {"Event of Default”) under this Note:

Payment Default. Borrower falis to make any payment when due under this Nots,

Other Defaults, Bouower fails to comply with or to petform any other term, obligation, covenant or-condition cantainad In this Note or In

any of the relsted documents of to comply with orto perform any term, obligation, covenant or condition contalned In any other agreemant

betwean Lender and Borrower,

False Statements, Any werranty, raprosontation or statemant made or furnished to Lender by Borrower or on Borrower’s behalf under this

Note or the related documents Is falsa or misleading In any material respect, sither now or at the thme mads or futnishod or becomes falso

or misleading ot any time theraafter,

Duath or Insolvency. The death of Borrower or the dissolution or termination of Borrower's existence os e golng business, the insolvency

of Borrower, the appointmant of a raceiver for any part of Borrower's proparty, any assignmant for the benafit of crediters, any type of
creditor workeut, of the ol any pr ding under any bankruptey or insolvency laws by or against Borrower,

Creditor or Forfeiture P dt Ca of f losure or forfeiture proceedings, whether by judiclel proceeding, self-help,

g8,
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repossession or any other method, by any craditor of B or by any @ I agency agalnst aay collaters! sacuing t?i;e foan.
This Includes s garnishment of any of Borrowar's sccounts, including deposit ts, with Lender. Howaver, this Event of Dafdult shall
not apply 1f thers Is & good folth dispute by Borcower a8 to tha validity or ropsonablensss of the clalm which is the basls of the ¢reditor or
{otfeitura pr ding snd i B glves Lender written notice of the creditor o1 forfsiture procesding and deposits with Lender monies or
t di d by Leadsr, in its sol discration, as being an adequate

a surety bond for the credifor or forfelture pi ding, In an
reserve or bond for the dispute, .

Evants Affecting Guarantor. Any of the preceding events occurs with respoct to sny gusrantor, endorser, surety, of accommodation party
of any of the indebtedness or sny guarantos, endorser, sutety, or accommodation party diss or becomes incompsatent, or ravokes or
disputes the valldity of, or lisbllity under, any g y of the indebted id d by thls Note.

Adverse Change. A matarial ad h In Borrower's financlal condition, or Lender befi the prospect of payment or
parformance of this Note Is Impelred.

Insesurity. Lendar In good faith bellaves itself Insecurs,

LENDER'S RIGHTS. Upon default, Lendar may, after giving such notices as required by applicsble faw, declare the entire unpald principal
f‘balance under this Note and all accrued unpald Interest immediately ti:ge, and then Borrower will pay that amount,

ATTORNEYS® FEES; EXPENSES. Lender may hire or psy gomsons sise 1o help colloct this Note if Borrower does not pay. Borrower will pay
Lendsr thet amount. This Includes, sublect 10 any limits undsr applicable law, Lendsr's reasonable sttomneys’ feas and Lender's legal expanses,
whather or not there Is a | it,, Including ble attorneys' fugs, expenses fof bankiuptey pracesdings linsluding elforts to modify or
veoate any sutomatic stay or Injunction}, end appeals. if nat prohibited by applicable law, Borrower also will pay any sourt costs, in addition to
8!l other sums provided by law. . ’ . ' -

GOVERNING LAW, This Note will be governed by federal law applicable to Lender and, to the extent not p:eempted by faderal law, the laws of
the C { alth of Pennsylvania without regard to its conilicts of law provisions. This Note has been mccepted By Lender In the
Commonwealth of Pennsylvanla, ’ ' o

DISHONORED ITEM FEE. Borrower will pay a fes to Lender of $26.00 if éonowér mekes e payment on Borrowet's foan and the ‘check or
presuthorized charge with which Borrower pays is later dishonored. . . B . .

RIGHT OF SEYOFR. To the extant parmitted by appliceble law, Lender reserves & right of sotoff in it Borrowar's accounts with Lendar (whether
chacking, savings, or some other account). This includas all accounts Berrower holds Jointly with somaone else and el acoounts Borrower may
open in the futurs, However, this does not Include sny IRA of Keogh egoounts, or sny trust accounts for which setoff would be prohibited by
law. Borower authotfzés Lander, 10 the extent permittad by applicable law, to charge or setoff all sums owling on the indebtedness against any
and alf such accounts, and, at Lender's option, to administeatively freeze alf such accbunts 1o allow Lender to protect Lender's charge and setoft
tights provided In this paragraph. '

5 .
PROPERTY INSURANCE, Borrower understands that Borrower Is raquired to obtain Insurance for tha aoifaterat securing this Note. Further

information concarning this requirement Is set forth I the Pledge Agresment and Mortgage and in the Agrasment to Provide insurance, all the
terms and conditlons of which sre hereby incorporated and made & part of this Nota.

MODIFICATION FEE, Any modification to the tetms of the Nota, including the Interest rpte, wiill ba assessad a 1/2% charge of the curent unpald
principal balance which represents & modification fee. . )

_SUCCESSOR INTERESTS. Tho terms of this Note shall be binding upon errw.ws'r:"x and upon Borrower's helrs, personal representatives,
successors and asslgns, and shall Inure to the benafit of Lender and its successors and assigns,

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Pleass notify us I we report sny [naceutate
Information about your acgount{s} to & consumer reporting agency. Your weitten notice describing the specific insccuracylies] should b6 sant to
us at the following addrass: Farmers Natlonal Bank 612 Maln Strset Emlenton, PA 16373,

GENERAL PROVISIONS, This Note Is payable on demend. The Incluston of specific defsult provisians or rights of Lendet shall pot pracluds
t.endar's right to declsre payment of this Note on lis domand, If any part of this Note cannot be enforced, this fact will not aftact the rest of the
Note. Lender may delay or forgo enfoscing any of its rights or remadies undar this Note without losing them, Eech Borcower undarstands and
agrees that, with or without notice to Borrower, Landar may with faspect to any othar Borrower (s} make ohe of more sdditions! secured or
unsecured loang or otharwlss.extend additional credit; (b} alter, compromise, renaw, axtend, accelerate, or otherwiss change ons of more tmes
the time for payment or other terme of any indebtedness, including ir and d of the rate of Intorest on the indebtpdness: (o}
exchangs, enforce, walve, subordinate, fall or daclde not to perfect, and release any sscurity, with or without the substitution of new collateral;
{d} apply such sacurity and dirast the ordet or manner of sale thereof, Including without imitetien, any non-judiclal sele permitted by the terms
of the gantrolling sacurlty agreements, as Lender Infts dlscration may d ing; o} el bstitute, agree not to sua, or deal with eny one
or mote of Borrowsr's suretles, endorsers, or other %uamnto:s on any terms or In any manner Lender may chooss; and {f) dotermine how,
when and what application of payments and credits shall be mads on sy sther indebtedness owlng by such othar Borrower. Borrower end sny
othar person who signg, guasrantess or endorses this Note, to the extent allowed by law, waive presentient, demand for paymant, and notice of
dishonor, Upon sny chengs in the terms of this Note, and unless otherwise expressly stated in wiiting, no party who signs this Note, whether
as maker, guarantor, accommodation maker or sndorger, shail be refeased from liability.. All such parties agree that Lender may renow of axtend
{repastedly and for any length of time) this loan or raloase.any perty of guarantor or collatersl; or lmpaly, fall to reatize upon of perfact Lender's
seourity Interest In the collatersl; and take any other sotion dasmed nacessary by Lender without the consent of or notice to anyone. All such
parties also agree that Lender may modlfy this loan without the consant of or notice to anyone other than the party with whom the modification
is mada, The obligations under this Note are joint amxi several, if any portion of this Note is {or any reason determined to be unenforceable, it
il not sffect the enforceshifity of any other provisions of this Note,

o

S NFESSION OF. JUDGMENT. BORROWER MEREBY IRREVOCABLY AUTHORIZES AND EMPOWERS ANY ATTORNEY OR THE
PROTHONOTARY OR CLERK OF ANY COURT IN THE COMMONWEALTH OF PENNSYLVANIA, OR ELSEWHERE, TO APPEAR AT ANY TIME
FOR BORROWER AFTER A DEFAULT UNDER THIS NOTE AND WITH OR WITHOUT COMPLAINT FILED, CONFESS OR ENTER JUDGMENT
AGAINST BORROWER FOR THE ENTIRE PRINCIPAL BALANCE OF THIS NOTE AND ALL ACCRUED INTEREST, LATE CHARGES AND ANY AND
L AMOUNTS EXPENDED OR ADVANCED BY LENDER RELATING TO ANY COLLATERAL SECURING THIS NOTE, TOGETHER WITH COSTS
OF SUIT, AND AN ATTORNEY'S COMMISSION OF TEN PERCENT {103} OF THE UNPAID PRINCIPAL BALANCE AND ACCRUED INTEREST FOR
COLLECTION, BUT IN ANY EVENT NOT LESS THAN FIVE HUNDRED DOLLARS ($500] ON WHICH JUDGMENT OR JUDGMENTS ONE OR
FAORE EXECUTIONS MAY ISSUE IMMEDIATELY; AND FOR SO DOING, THIS NOTE OR A COPY OF THIS NOTE VERIFIED 8Y AFFIDAVIT SHALL
BE SUFFIGIENT WARRANT. THE AUTHORITY GRANTED IN THIS NOTE TO CONFESS JUDGMENY AGAINST BORROWER SHALL NOT BE
EXHAUSTED BY ANY EXERCISE OF THAT AUTHORITY, BUT SHALL CONTINUE FROM TIME TO TIME AND AT ALL TIMES UNTIL PAYMENT
FULL OF ALL AMOUNTS DUE UNDER THIS NOTE., BORROWER HEREBY WAIVES ANY RIGHT BORROWER MAY HAVE TO NOTICE OR TO A
HEARING 1N CONNECTION WITH ANY SUCH CONFESSION OF JUDGMENT AND STATES THAT EITHER A REPRESENTATIVE OF LENDER
SPECIFIGALLY CALLED THIS CONFESSION OF JUDGMENT PROVISION TO BORROWER'S ATTENTION OR BORROWER HAS' BEEN
REPRESENTED BY INDEPENDENT LEGAL COUNSEL, ,

PRIOR TO SIGHHG THIS NOTE, EACH BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE, INCLUDING THE
VARIABLE INTEREST RATE PROVISIONS. EACH BORROWER AGREES TO THE TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

THIS NOTE 1S GIVEN UNDER 'SEAL AND IT IS INTENDED THAT THIS NOTE IS AND SHALL CONSTITUTE AND HAVE THE EFFECT OF A
SEALED INSTRUMENT ACCORDING TO LAW, i

BORBOWER:
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OFFICE OF THE SPECIAL INSPECTOR GENERAL

TROUBLED ASSET RELIEF PROGRAM
1500 Pennsylvania Ave., N.W., Suite 1064
Washington, D.C. 20220

February 6, 2009

Mr, William C. Marsh

Emclaire Financial Corp./The Farmers National Bank of Emlenton
612 Main Street

P.O. Drawer D

Emlenton, PA 16373

Dear Mr. William C. Marsh,

The Emergency Economic Stabilization Act of 2008 (“EESA”) that established the Troubled
Asset Relief Program (TARP) also created the Office of the Special Inspector General for
Troubled Asset Relief Program (SIGTARP). SIGTARP is responsible for coordinating and
conducting audits and investigations of any program established by the Secretary of the Treasury
under the act, As part of an audit into TARP recipients’ use of funds and their compliance with
EESA’s executive compensation requirements, :

I am requesting that you provide my office, within 30 days of this request, the following
information: :

(1) A narrative response specifically outlining (a) your anticipated use of
TARP funds; (b) whether the TARP funds were segregated from other
institutional funds; (c) your actual use of TARP funds to date; and (d)
your expected use of unspent TARP funds. In your response, please take

" into consideration your anticipated use of TARP funds at the time that
you applied for such funds, or any actions that have taken that you would
not have been able to take absent the infusion of TARP funds.

(2) Your specific plans, and the status of implementation of those plans, for
addressing executive compensation requirements associated with the
funding. Information provided regarding executive compensation should
also include any assessments made of loan risks and their relationship to
executive compensation; how limitations on executive compensation will
be implemented in line with Department of Treasury guidelines; and
whether any such limitations may be offset by other changes to other,
longer-term or deferred forms of executive compensation,
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In connection with this request:

(1) We anticipate that responses might well be quantitative as well as
qualitative in nature regarding the impact of having the funds, and we
encourage you to make reference to such sources as statements to the
media, shareholders, or others concerning your intended or actual use of
TARP funds, as well as any internal email, budgets, or memoranda
describing your anticipated use of funds. We ask that you segregate and
preserve all documents referencing your use or anticipated use of TARP
funds such as any internal email, budgets, or memoranda regarding your
anticipated or actual use of TARP funds.

(2) Your response should include copies of pertinent supporting
documentation (financial or otherwise) to support your response.

(3) Further, I request that, your response be signed by a duly authorized senior
executive officer of your company, including a statement certifying the
accuracy of all statements, representations, and supporting information
provided, subject to the requirements and penalties set forth in Title 18,
United States Code, Section 1001.

(4) Responses should be provided electronically within 30 days to SIGTARP
at SIGTARP.response@do.treas.gov, with an original signed certification
and any other supporting documentation mailed to: Special Inspector
General — TARP; 1500 Pennsylvania Avenue, NW; Suite 1064;
Washington, D.C. 20220.

We think this initiative is vital to providing transparency the TARP program and the ability of
SIGTARP and others to assess the effectiveness of TARP programs over time. If you have any
questions regarding this initiative, please feel free to contact Mr, Barry W. Holman, my Deputy
Inspector General for Audit at (202) 927-9936.

Very truly yours,

Neil M. Barofsky
Special Inspector General

OMB Control No. 1505-0212
(Expires August 2009)

An agency is not authorized to conduct, and persons are not re%;uired to respond to, an information collection request
unless it displays a valid control number. Response is mandatory for all selected participants in the TARP program.




