ORDINANCE NUMBER 61

AN ORDINANCE TO PROVIDE FOR THE ISSUANCE AND SALE OF REVENUE
BONDS TO PAY PART OF THE COST OF IMPROVING THE CITY OF CARSON
CITY WATER DISTRIBUTION AND PRODUCTION SYSTEM IN THE CITY OF
CARSON CITY, INCLUDING ALL RELATED APPURTENANCES AND
IMPROVEMENTS; TO PRESCRIBE THE FORM OF THE BONDS; TO
INCORPORATE PROVISIONS FOR THE COLLECTION OF REVENUES FROM THE
SYSTEM SUFFICIENT FOR THE PURPOSE OF PAYING THE COSTS OF THE
OPERATION AND MAINTENANCE OF THE SYSTEM AND TO PAY THE
PRINCIPAL OF AN INTEREST ON THE BONDS; TO PROVIDE AN ADEQUATE
RESERVE FUND FOR THE BONDS; TO INCORPORATE PROVISIONS FOR THE
SEGREGATION AND DISTRIBUTION OF THE REVENUES OF THE SYSTEM; TO
PROVIDE FOR THE RIGHTS OF THE HOLDERS OF THE BONDS IN THE
ENFORCEMENT THEREOF; AND TO PROVIDE FOR OTHER MATTERS
RELATING TO THE SYSTEM AND THE BONDS.

WHEREAS, the City of Carson City (the “City”) desires to issue revenue bonds to improve the
City of Carson City Water Distribution and Production System (the “System”);

WHEREAS, the City desires these bonds to be payable from the revenues of the System
described in this Ordinance; and

NOW, THEREFORE, THE CITY OF CARSON CITY ORDAINS:

CHAPTER 61.1
ESTABLISHMENT OF ORDINANCE

Section 61.101 Short Title. This Ordinance shall be known and cited by its short title as
the “City Water Distribution and Production System Ordinance”.

Section 61.102 Authority. The powers granted in this Ordinance relates to the general
powers set forth Chapter 13 of the City Charter of the City of Carson City respecting municipally
owed utilities.

Section 61, 103 Purpose. The purpose of this Ordinance is for the issue and sale of revenue
bonds to pay in part for the cost of improving the City water distribution and production system
for the City of Carson City.
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CHAPTER 61.2
DEFINITIONS

Whenever used in this Ordinance, the following terms have the following meanings
unless the context clearly indicates that a different meaning is intended.

Section 61.201 Act 94 means Act No. 94, Public Acts of Michigan, 1933, as amended.
Section 61.202 Authority means the Michigan Municipal Bond Authority.

Section 61.203 Authorized Officer means the Mayor, the City Administrator, or the City
Comptroller.

Section 61.204 Bond means the City of Carson City Water System improvement Revenue

Bond, Series 2005, in the principal amount of not to exceed $1,600,000 authorized by this
Ordinance.

Section 61.205 Bond Registrar means the City Comptroller,

Section 61.206 City means the City of Carson City, Montcalm County, Michigan.
Section 61.207 Engineers means OMM Engineering, the City’s consulting engineers for
the Project.

Section 61.208 Mandatory Redemption Requirements means the mandatory prior

redemption requirements for Bonds that are term bonds, if any, as specified in any subsequent
ordinances or successful bid in connection with the issuance of additional bonds.

Section 61.209 Project means the improvement of the water distribution and production
System in the City of Carson City, including all related appurtenances, improvements and
equipment therefor and including, if applicable, the acquisition of an improvement to a site
therefor, all as more fully described in the preliminary plans and specifications prepared by the
Engineers and approved by this Ordinance.

Section 61.210 Revenues and Net Revenues mean the revenues and net revenues of the
System and shall be construed as defined in Section 3 of Act 94, including with respect to
Revenues, the earnings derived from the investment and reinvestment of moneys at any time in
the various funds and accounts established by this Ordinance.

Section 61.211 Sufficient Government Obligations means direct obligations of the
United States of America or obligations the principal of and interest on which are fully
guaranteed by the United States of America, not redeemable at the option of the issuer, the
principal and interest payments upon which, without reinvestment of the interest, come due at
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such times and in such amounts as to be fully sufficient to pay the principal of and interest and
redemption premium, if any, on the Bonds as they come due, whether at stated maturity or upon
earlier redemption. Securities representing Sufficient Government Obligations shall be placed in
trust with a bank or trust company (which may be the Bond Registrar), and if any of the Bonds
are to be called for redemption prior to maturity, irrevocable instructions to call such Bonds for
redemption shall be given to the Bond Registrar, acting as the paying agent for the Bonds.

Section 61.212 System means the existing water distribution and production systems of
the City and the Project, and all future additions, enlargements, extensions, repairs and
improvements to the City’s water distribution and production systems.

CHAPTER 61.3
NECESSITY, APPROVAL OF PRELIMINARY PLANS
AND SPECIFICATIONS AND STATEMENT OF PURPOSE

It is hereby determined to be a necessary public purpose of the City to acquire and
construct the Project in accordance with the preliminary plans and specifications previously
prepared by the Engineers and on file with the City. Such preliminary plans and specifications
are approved, and the City Comptroller shall note the fact of such approval on the copy of the
preliminary plans and specifications on file with the City. The City Council agrees to approve

promptly, by appropriate resolution, the final plans an specifications for the Project when
submitted by the Engineers.

CHAPTER 61.4
COSTS AND USEFUL LIFE

The total cost of the Project is estimated to not exceed $2,000,000, including the
incidental expenses referred to in Chapter 60.5 of this Ordinance, and the estimated period of
usefulness of the Project is not less than 30 years. Both estimates are approved.

CHAPTER 61.5
PAYMENT OF COST; BONDS AUTHORIZED

The City shall borrow not to exceed $1,600,000 or such lessor amount as determined by
an Authorized Officer at the time of sale (the Principal Amount) and approved by the Michigan
Department of Environmental Quality (the “DEQ”) and the Authority, and issue the Bond
therefor pursuant to Act 94, to pay part of the cost of acquiring and constructing the Project

(including all related legal, engineering, financial, financial advisory and other expenses incident
to the Project) and the costs of issuance and sale of the Bond.
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CHAPTER 61.6
DESIGNATION AND BOND DETAILS

The Bond shall be designated “City of Carson City Water System Improvement Revenue
Bond, Series 2005", and shall, along with other bonds of the City issued on a parity basis, be
payable out of the Net Revenues (as more fully provided in Chapter 61.23 of this Ordinance).
The date of original issuance of the Bond shall be as of June 23, 2005, or such other date as shall
be designated in writing by an Authorized Officer, and the Bond shall bear interest from its date
of original issuance. The Bond shall be in the form of a single, fully registered, non-convertible,
non changeable bond of the denomination of the Principal Amount dated as of the date of
delivery of the Bond, or such other date as may be determined by an Authorized officer and
approved by the DEQ and the Authority.

CHAPTER 61.7
PAYMENT OF PRINCIPAL AND INTEREST; RECORD DATES

The principal of and interest on the Bond shall be paid in lawful money of the United
States. The Bond shall be payable in not more than twenty (20) annual serial principal
installments beginning on October 1, 2006, or on such other dates as may be determined by an
Authorized Officer and approved by the DEQ and the Authority. Interest on the Bond shall be
paid on each October 1 and April 1, commencing on October 1, 2005, or such later date as shall
be designated in writing by an Authorized Officer, until maturity, by check or draft mailed by
first-class United States mail to the registered owner of the Bond as of the applicable record date.

The record date for each interest payment shall be the 15" day of the month before such payment
is due.

CHAPTER 61.8
REDEMPTION

The Bond shall be subject to redemption prior to maturity by the City only with the prior
written consent of the Authority and on such terms as may be required by the Authority.

CHAPTER 61.9
SALE OF BOND

The City shall sell the Bond to the Authority at an interest rate of not to exceed two and
one-half percent (2.50%) per annum and with a discount of not to exceed 2%. Proceeds of the
sale of the Bond shall not be received in one lump sum. Rather, the Authority shall purchase
principal installments of the Bond from the City as such purposes are approved by the DEQ.
These purchased principal installments shall be deemed to correspond to the serial principal
installments contained in the Bond in direct chronological order of said serial principal
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installments. The City shall have no obligation to repay any serial principal installments for

which the City did not receive proceeds from corresponding purchased principal installments of
at least a like amount.

Interest on the Bond shall only accrue on the purchased installments, and shall accrue
based on the amount of and purchase date of such installments. In the event less than the
Principal Amount of the Bond is purchased by the Authority, any portion of the Principal
Amount is prepaid, or any serial principal payment becomes due before the City has received
proceeds from corresponding purchased principal installments of a least a like amount, then the

Authority may prepare a new serial principal installment repayment schedule acceptable to the
City.

The Bond shall be substantially in the following form (“the Bond Form™) with such
modifications, additions, deletions and other changes as are not inconsistent with this Ordinance
and as are approved by an Authorized Officer after conferring with bond counsel.
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UNITED STATES OF AMERICA
STATE OF MICHIGAN
COUNTY OF MONTCALM

CITY OF CARSON CITY
WATER SYSTEM IMPROVEMENT REVENUE BOND, SERIES 2005
(LIMITED TAX GENERAL OBLIGATION)

The City of Carson City, Montcalm County, Michigan (the “City”), acknowledges itself

indebted to and for value received promises to pay to the Michigan Municipal Bond Authority
(the “Authority”) the sum of mgmﬂmjxmmﬂ&nd; Dollars ($./, oo, a00.)

or so much thereof as shall have been advanced to the City pursuant to a Purchase Contract
between the Authority and the City and a Supplemental Agreement by and among the City, the
Authority and the State of Michigan, acting through its Department of Environmental Quality.

The Principal Amount shall be payable on the dates and in the serial principal installment
set forth in Schedule A attached hereto. Interest on the Bond shall accrue at the rate of two and
one-eighth percent (2.125%) per annum and shall be payable on October 1, 2005 and

semiannually thereafter. Principal and interest are payable in lawful money of the United States
of America.

This Bond is a single, fully-registered, non-convertible, self-liquidating bond in the
Principal Amount issued by the City under and pursuant to and in full conformity with the
Constitution and statutes of the State of Michigan, including Act No. 94, Public Acts of
Michigan, 1933, as amended (“Act 94"), and an ordinance duly adopted by the City Council on __

a , 2005, pursuant to Act 94 (“the Ordinance”). The Bond is being issued to defray part
of the cost of improving the water distribution and production systems of the City.

For the prompt payment of the principal of and interest on this Bond and other bonds
issued by the City on a parity basis with this Bond, the City has irrevocably pledged the revenues
of the City’s water distribution and production systems (the “System”), after provision is made
for reasonable and necessary expenses of operation, maintenance and administration of the
System (“the Net Revenues”), and a statutory first lien on the Net Revenues of the System is
hereby recognized and created. As additional security, the City has irrevocably pledged its
limited tax full faith and credit for the prompt payment when due of the principal of and interest
on this Bond. If the Net Revenues of the System at any time shall be insufficient for such
payment, the principal of and interest on such Bond are payable as a first budget obligation of
the City from its general funds. However, the City does not have the power to levy any tax for
the making of such payments in excess of constitutional, statutory or charter limitations.

Reference is made to the Ordinance for a complete statement of the revenues from which
and the conditions under which this Bond are payable, a statement of the conditions under which
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additional bonds of equal standing as to the Net Revenues of the System may be issued and the
covenants and conditions pursuant to which this Bond was issued.

The City has covenanted in the Ordinance, and hereby covenants, to fix and maintain at
all times while any bonds payable from the Net Revenues of the System as outstanding, such
rates for services furnished by the System as shall be sufficient to provide for the payment of the
principal of and the interest on the Bond of this issue and any prior or additional bonds of equal
standing as and when they become due and payable, and to create and maintain a bond
redemption fund (including a bond reserve account) therefor, to provide for the payment of
expenses of administration and operation and such expenses for maintenance as are necessary to
preserve the System in good repair and working order and to provide for such other expenditures
and funds for the System as are required by the Ordinance.

This Bond is subject to redemption prior to maturity by the City only with the prior
written consent of the Authority an don such terms as may be required by the Authority.

This bond shall be registered as to principal and interest on the books of the City kept by
the City Comptroller and may be transferred only upon surrender of this Bond by the registered
owner in person, or by the registered owner’s attorney duly authorized in writing, to the City
Comptroller, together with an assignment executed by the registered owner or his or her duly
authorized attorney-in-fact in form satisfactory to the City Comptroller. Upon such transfer, a
new registered Bond in the same aggregate principal amount and the same maturity and interest
rate, will be issued to the designated transferee(s).

It is hereby certified, recited and declared that all acts, conditions and things required to
exist, happen and be performed precedent to and in connection with the issuance of this Bond,
existed, have happened and have been performed in due time, form and manner as required by
the Constitution and statutes of the State of Michigan, and that the total indebtedness of the City,
including the indebtedness represented by the Bond, does not exceed any constitutional,
statutory or charter limitation.

Notwithstanding any other provision of this Bond, so long as the Authority is the owner
of this Bond, (a) this Bond is payable as to principal, premium, if any, and interest at the
corporate trust office of J.P. Morgan Trust Company, National Association, or at such other
place as shall be designated in writing to the City by the Authority (the “Authority’s
Depository”); (b) the City agrees that it will deposit with the Authority’s Depository payments of
the principal of, premium, if any, and interest on this Bond immediately available funds by 12:00
noon at least five (5) business days prior to the date on which any such payment is due whether
by maturity, redemption or otherwise; in the event that the Authority’s Depository has not
received the City’s deposit by 12:00 noon on the scheduled day, the City shall immediately pay
to the Authority as invoiced by the Authority an amount to recover the Authority’s
administrative costs and lost investment earnings attributable to that late payment; and ¢) written
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notice of any redemption of this Bond shall be given by the City and received by the Authority’s
Depository, a least 40 days prior to the date on which such redemption is to be made.

In the event of a default in the payment of principal or interest hereon when due, whether
at maturity, by redemption or otherwise, the amount of such default shall bear interest (the
“Additional Interest™) at a rate equal to the rate of interest which is two percent above the
Authority’s cost of providing funds (as determined by the Authority) to make payment on the
bonds of the Authority issued to provide funds to purchase this Bond but in no event in excess of
the maximum rate of interest permitted by law. The Additional Interest shall continue to accrue
until the Authority has been fully reimbursed for all costs incurred by the Authority (as
determined by the Authority) as a consequence of the City’s default. Such Additional Interest
shall be payable on the interest payment date following demand of the Authority. In the event
that (for reasons other than the default in the payment of any municipal obligations purchased by
the Authority), the investment of amounts in the reserve account established by the Authority for
the bonds of the Authority issued to provide funds to purchase this Bond, fails to provide
sufficient available funds (together with any other funds which may be made available for such
purpose) to pay the interest on outstanding bonds of the Authority issued to fund such account,
the City shall and hereby agrees to pay on demand only the City’s pro rata share (as determined
by the Authority) of such deficiency as Additional Interest on this Bond.

During the time funds are being drawn down by the City under this Bond, the Authority
will periodically provide the City with a statement showing the amount of principal that has been
advanced and the date of each advanced, which statement shall constitute prima facie evidence
of the reported information; provided that no failure on the part of the Authority ro provide such
a statement or to reflect a disbursement or the correct amount of a disbursement shall relieve the
City of its obligation to repay the outstanding principal amount actually advanced, all accrued
interest thereon, and another amount payable with respect thereto in accordance with the terms

of this Bond.

IN WITNESS WHEREQF, the City, by its City Council, has caused this Bond to be
signed in the name of the City by the manual signatures of its Mayor and Comptroller, all as of

June /3, 2005.
% CARSON CITY /

BY: DamelC Herald
ITS: Mayor

/ A
B?’ ;(aﬁet Kelly l
ITS: City Comptroller
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CHAPTER 61.30
DEFEASANCE

Section 61.3001 If at any time the whole amount of the principal of and premium, if any,
and interest on all outstanding Bonds shall be paid; or

Section 61.3002 If sufficient moneys, or Government Obligations not callable prior to
maturity, the principal of and interest on which, when due and payable will provide such
sufficient moneys, shall be deposited with and held by a trustee for the purpose of paying
principal of and premium, if any, and interest on outstanding Bonds, and if all outstanding Bonds
to be redeemed prior to maturity shall have been duly called for redemption or irrevocable
instructions to call such Bond for redemption shall have been given to such trustee, then the
right, title and interest of the holders of the Bond shall thereupon cease, terminate and become
void and the City shall be released from the obligations of this resolution and any moneys or
other funds held pursuant to this resolution for the purpose of paying the principal of and
premium, if any, and interest on the Bond then outstanding {other than the aforementioned funds
on deposit with the trustee for redemption of the outstanding Bonds) shall be released from the
conditions of this resolution and paid over to the City and considered excess proceeds of the
Bonds. In the event Government Obligations shall be deposited with and held by the trustee as
hereinabove provided, the trustee shall, within 30 days after such Governmental Obligations or
moneys shall have been deposited with it, cause a notice signed by the trustee to be published
once in a newspaper of general circulation in the City of Detroit, Michigan, setting forth

A. the date or dates, if any, designated for the redemption of the Bonds;

B. a description of the Government Obligations and moneys so held by it;
and
C. that this resolution has been released in accordance with the provisions of
this Chapter.
Section 61.3003 All moneys and Government Obligations held by such trustee pursuant to

this Chapter shall be held in trust and applied to the payment, when due, of the obligations
payable therewith as provided hereinabove.

Section 61.3004 The trustee or escrow agent referred to in this Chapter shall:
A. be a bank or trust company permitted by law to offer and offering the
required services;
B. be appointed by an Authorized Officer; and
C. at the time of its appointment and so long as it is serving as such, have at

least $25,000,000 of capital and unimpaired surplus.

Section 61.3005 The same bank or trust company may serve as trustee or escrow agent
under this Chapter and as Bond Registrar so long as it is otherwise eligible to serve in each such
capacity.
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CHAPTER 61.31

ADDITIONAL BONDS
Section 61.3101, Except as hereinafter provided, the City will not issue any bonds of equal
or prior standing with the Bond.
Section 61.3102 The City reserves the right in accordance with Act 94 to issue additional

bonds payable from the Revenues of the System which shall be of equal standing and priority of
lien on the Net Revenues of the System with the Bond, but only for the following purposes and
on the following conditions as set forth in this Chapter.

Section 61.3103 For repairs, extensions, enlargements and improvements to the System or
for the purpose of refunding part of the Bonds then outstanding and paying the costs of issuing
such additional bonds. Bonds issued for such purposes shall not be issued pursuant to this
subsection 61.3103 unless the average actual augmented Net Revenues of the System for the
then last two preceding 12-month operating years, or (if lower than such average) the actual or
augmented Net Revenues for the last preceding 12-month operating year shall be equal to at least
100% of the average annual amount of principal and interest thereafter coming due in future
operating years on the then outstanding Bonds and the additional bonds then being issued. If the
additional bonds are to be issued in whole or in part to refund outstanding Bonds, the average
annual principal and interest requirements shall be determined by deducting from the principal
and interest requirements for each operating year the annual principal and interest requirements
of the Bonds to be refunded from the proceeds of such additional bonds. For purposes of this
subsection 61.3103, the City may elect to use (1) as the last preceding operating year, any
operating year ended not more than 16 month from the date of delivery of the additional bonds,
and (2) as the next to the last preceding operating year, any operating year ended not more than
28 months from such date of delivery. If the System’s rates and charges shall be increased at or
before the time the additional bonds are authorized, the Net Revenues for each of the two
preceding operating years shall be augmented by an amount reflecting the effect of such increase
had the System’s billings during such operating years been at the increased rates. In addition, the
actual Net Revenues for each of the two preceding operating years may be augmented by the
estimated increase in Net Revenues to accrue as a result of the repairs, extensions, enlargements
and improvements to be paid in whole or in part from the proceeds of the additional bonds, and
the actual Net Revenues may be augmented by an amount equal to the investment income
representing interest on investments estimated to be received each operating year from the
addition to the Bond Reserve Account to be funded from proceeds of the additional bonds. The
determination of the City Council as to the existence of the conditions that permit the issuance of
additional bonds shall be conclusive. No additional bonds of equal standing as to the Net
Revenues of the system shall be issued pursuant to the authorization contained in this Section of
Chapter 61.3101 if the City then shall be in default in making any required payments to the
Operation and Maintenance Fund or the Redemption Fund.
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Section 61.3104 For refunding all or a part of the Bonds then outstanding and paying the
costs of issuing the additional bonds. No additional bonds shall be issued pursuant to this
subsection 61.3104 unless the maximum amount of principal and interest coming due in any
operating year, after giving effect to the refunding, shall be less than the maximum amount of
principal and interest coming due in any future operating year before giving effect to the
refunding.

CHAPTER 61.32
TAX MATTERS

Notwithstanding any other provision of this Ordinance, the Bond Form or the Bond, the
City covenants that it will not at any time do any of the following.

Section 61.3201 Permit any proceeds of the Bond or any other funds of the City or under
its control to be used directly or indirectly

A. to acquire any securities or obligations, the acquisition of which would
cause any Bond to be an “arbitrage bond” as defined in Section 148 of the
Code; or

B. in a manner that would result in the exclusion of any Bond from the

treatment afforded by Section 103(a) of the Code by reason of the
classification of such Bond as a “private activity bond” within the
meaning of Section 141(a) of the Code or as an obligation guaranteed by
the United States of America within the meaning of Section 149(b) of the
Code; or

Section 61.3202 Take any action, or fail to take any action (including failure to file any
required information or other returns with the United States Internal Revenue Service or to
rebate amounts to the United States, if required, at or before the time or times required), within
its control if such action or failure to act would
A. cause the interest on the Bond to be includible in gross income for federal
income tax purposes, cause the interest on the Bond to be includible in
computing any alternative minimum tax (other than the alternative
minimum tax applicable to tax-exempt obligations generally) or cause the
proceeds of the Bond to be used directly or indirectly by an organization
described in Section 501( ¢ )(3) of the Code or
B. adversely affect the exemption of the Bond and the interest thereon from
State of Michigan income taxation.

Section 61.3203 The Bond is hereby designated as a “qualified tax-exempt obligation” for
purposes of deduction of interest expense by financial institutions under the provisions of
Section 265 of the Code, provided, however, that such designation shall have no effect if, at the
time the Bonds are delivered, the Bonds have been determined to be ineligible to be so
designated on the basis of the City’s reasonable expectations at the time of such delivery.
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CHAPTER 61.33
REPEAL OF CONFLICTING PROVISIONS AND EFFECTIVE DATE

All ordinances or parts of ordinances, revisions or amendments in conflict or inconsistent
with the provisions of this Ordinance Revision are hereby repealed; provided that any violation
charged before the effective date of this Ordinance under an Ordinance provision repealed by
this Ordinance shall continue under the Ordinance provision then in effect.

CHAPTER 61.34
PUBLICATION AND RECORDING

Promptly after its adoption, this Ordinance shall be published in full in the Carson City
Gazette on May 30, 2005, pursuant to Section 7.4(b) of the Charter of the City of Carson City,
and shall be recorded in the Ordinance Book of the City and such recording shall be
authenticated by the signatures of the City Mayor and City Comptroller.

CHAPTER 61.35
SEVERABILITY CLAUSE

If a court of competent jurisdiction declares any provision of this Ordinance or a statutory
provision adopted by reference herein to be unenforceable, in whole or in part, such declaration
shall only affect the provision held to be unenforceable and shall not affect any other part or
provision; provided that is a court of competent jurisdiction declares a penalty provision to
exceed the authority of the City, the penalty shall be construed as the maximum penalty that is
determined by the court to be within the authority of the City to impose.

CHAPTER 61.36
EFFECTIVE DATE

Pursuant to Chapter 7 Section 7.3(d) of the City Charter of the City of Carson City the
effective date of this Ordinance shall not be earlier than ten (10) days after enactment nor before
publication in the Carson City Gazette pursuant to Chapter 61.34 of this Ordinance.

CERTIFICATION

We the undersigned, being the Mayor and Comptroller of the City of Carson City,
Michigan, do hereby certify that this is a true and complete copy of Ordinance Number 61 of
the City of Carson City, Michigan, was introduced at a special meeting of the City Council, held
on May 9, 2005, and was thereafter adopted at a regular meeting held on May 17, 2005, by a
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vote of six (6) for; zero (0) against; zero (0) abstaining; and zero (0) absent. The original of this
Ordinance is on file in the records of the City Comptroller’s office; a meeting was conducted and
public notice thereof was given in full compliance with the Open Meetings Act (Act No. 267,
Public Acts of Michigan, 1976, as amended) and minutes of such meeting are kept and will be

available as required by the Open Meetings Act.

Daniel C. Herald
Mayor

W%

Aafiet Kelly

Comptroller
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