AN ORDINANCE relating to the drainage and wastewater
system of The City of Seattle; authorizing the issuance and
sale of drainage and wastewater system revenue bonds, in
one or more series, for the purpose of paying all or part of
the costs of refunding certain of the City’s drainage and
_wastewater system revenue bonds and issuing and selling
the bonds; providing for terms, covenants and manner of
sale of the bonds; describing the lien of the bonds; and
providing for agreements and activities in connection with

the disposition of the proceeds of the bonds.
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ORDINANCE | A|G %Y

AN ORDINANCE relating to the drainage and wastewater system of The City of Seattle;
authorizing the issuance and sale of drainage and wastewater system revenue bonds, in
one or more series, for the purpose of paying all or part of the costs of refunding certain
of the City’s drainage and wastewater system revenue bonds and issuing and selling the
bonds; providing for terms, covenants and manner of sale of the bonds; describing the lien
of the bonds; and providing for agreements and activities in connection with the disposition
of the proceeds of the bonds.

Passed , 2005
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oromance [ 2193 4

AN ORDINANCE relating to the drainage and wastewater system of The City of Seattle;
authorizing the issuance and sale of drainage and wastewater system revenue bonds, in
one or more series, for the purpose of paying all or part of the costs of refunding certain
of the City’s drainage and wastewater system revenue bonds and issuing and selling the .
bonds; providing for terms, covenants and manner of sale of the bonds; describing the lien
of the bonds; and providing for agreements and activities in connection with the disposition
of the proceeds of the bonds.

WHEREAS, The City of Seattle (the “City”) owns, maintains and operates a system of sanitary
sewerage and storm and surface water drainage as part of Seattle Public Utilities (the
“Drainage and Wastewater System”); and

WHEREAS, the City issued drainage and wastewater system revenue bonds pursuant to the
ordinances and resolutions set forth in Exhibit A to this ordinance (the “Outstanding
Parity Bonds”); and

WHEREAS, the City has determined that it is in the best interest of the City to au\thorize the
issuance and sale, subject to the provisions of this ordinance, of drainage and
wastewater system refunding revenue bonds (collectively, the “Bonds”), in one or more
series, for the purpose of paying all or part of the cost of refunding all or a portion of
the Outstanding Parity Bonds, the Bonds and certain drainage and wastewater system
revenue bonds hereafter issued (collectively, the “Refundable Bonds™) and of paying
all or part of the costs of issuance and sale of the Bonds; and :

WHEREAS, the City from time to time will receive, review and adopt a plan to refund selected
maturities of those Refundable Bonds, which selected maturities will be identified in
the Bond Resolutions (hereinafter defined); and ‘

WHEREAS, this ordinance will allow the refunding of any Refundable Bonds only if the
refunding is (a) consistent with City financial policies in effect at the time of the
proposed refunding and (b) approved by resolution of the City Council; NOW,
THEREFORE,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

Section 1. Definitions. As used in this ordinance the words hereinafter defined shall
have the meanings set forth in this section.'

“Accreted Value” means (a) with respect to any Capital Appreciation Bonds, as of the
time of calculation, the sum of the amount set forth in the ordinance or Bond Resolution
authorizing the Capital Appreciation Bonds as the amount representing the initial principal

amount of such Capital Appreciation Bonds plus the interest accumulated, compounded and

| 50549744.06
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u\npaid thereon as of the most recent compounding date, or (b) with respect to Original Issue
Discount Bohds, as (?f the date of calculation, the amount representing the initial public offering
price of such Original Issue Discount Bonds plus the amount of the discounted principal which
has accreted since the date of issue; in each case the Accreted Value shall be determined in
accordance with the provisions of the ordinance or Bond Resolution authorizing the issuance of
such bonds.

“Acquired Obligations” means those Government Obligations purchased to accomplish‘
the refunding of the Refunded Bonds, consistent with the Refunded Bond Legislation and any
applicable agreements with providers of Qualified Insurance or Alternate Security.

“Adjusted Gross Revenue” means, for any period, Gross Revenue plus withdrawals from
the Rate Stabilization Account made during that period, and less deposits into the Rate
Stabilization Account made during that period.

“Adjusted Net Revenue” means Adjusted Gross Revenue less Operating and
Maintenance Expénse.

“Alternate Security” means any insurance policy, collateral, security, letter of credit,
standby bond purchase agreement, guaranty, surety bond, line of credit or similar credit
enhancement device providing for or securing the payment of the principal of and interest on
Parity Bonds, regarding the use of which the City receives (a) the approval of any Bond Insurer,
and (b) written confirmation from Moody’s and S&P to the effect that the use of such Alternate
Security will not cause a reduction in any then-existing ratings for any of the Parity Bonds.

“Annual Debt Service” for any calendar year means the sum of the amounts required in
such calendar year to pay:

(a) the interest due in such calendar year on all Parity Bonds outstanding,
excluding interest to be paid from the proceeds of the .sale of Parity Bonds or other bonds; and

(b) the principal of all outstanding Serial Bonds due in such calendar year;
and

(c) the Sinking Fund Requirement, if any, for such calendar year.

50549744.06
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For purposes of this definition, the principal and interest portions of the Accreted Value
of Capital Appreciation Bonds becoming due at maturity or by virtue of a Sinking Fund
Requirement shall be included in the calculations of accrued and unpaid and accruing interest or
principal in such manner and during such period of time as is specified in any Parity Bond
Ordinance authorizing such Capital Appreciation Bonds.

For purposes of calculating and determining compliance with the Reserve Requirement
and conditions for the issuance of Future Parity Bonds and/or entering into Parity Payment
Agreements the following shall apply:
| 1. Generally. Except as otherwise provided by subparagraph 2 with respect to
Variable Interest Rate Bonds and by subparagraph 3 below with respect to Parity Bonds with
respect to which a Payment Agreement is in force, interest on any issue of Parity Bonds shall be
calculated based on the actual amount of accrued, accreted or otherwise accumulated interest that
is payable in respect of that issue taken as a whole, ét the rate or rates set forth in the applicable
Parity Bond Ordinance.

2. Interest on Variable Interest Rate Bonds. The amount of interest deemed to be

payable on any issue of Variable Interest Rate Bonds shall be calculated on the assumption that
the interest rate on those bonds would be equal to the rate that i‘s ninety percent (90%) of the
average RBI during the four calendar quarters preceding the quarter in which the calculation is
made.

3. Interest on Parity Bonds With Respect to Which a Payment Agreement is in

Force. Debt service on Parity Bonds with respect to which a Payment Agreement is in force
shall be based on the net economic effect on the City expected to be produced by the terms of the
Parity Bonds and the terms of the Payment Agreement, including but not limited to the effects
produced by the following: (a) Parity Bonds that would, but for a Payment Agreement, be
treated as obligations bearing interest at a Variablei Interest Rate instead shall be treated as
obligations bearing interest at a fixed interest rate, and (b) Parity Bonds that would, but for a

Payment Agreement, be treated as obligations bearing interest at a fixed interest rate instead

3
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shall be treated as obligations bearing interest at a Variable Interest Rate. Accordingly, the
amount of interest deemed to be payable on any Parity Bonds with respect to which a Payment
Agreement is in force shall be aﬁ amount equal to the amount of interest that would be payable at
the rate or rates stated in those Parity Bonds plus Payment Agreement Payments minus Payment
Agreement Receipts. For the purposes of calculating as nearly as practicable Payment
Agreement Receipts and Payment Agreement Payments under a Payment Agreement that
includes a variable rate component determined by reference to a pricing mechanism or index that
is not the same as the pricing mechanism or index used to deteimine the variable rate interest
component on the Parity Bonds to which the Payment Agreement is related, it shall be assumed

that the fixed rate used in calculating Payment Agreement Payments will be equal to 105% of the

fixed rate specified by the Payment Agreement and that the pricing mechanism or index .

specified by the Payment Agreement is the same as the pricing mechanism or index specified by

the Parity Bonds. Notwithstanding\ the other provisions of this subparagraph 3, the City shall not
be required to (but may in its discretion) take into account in determining Annual Debt Service

the effects of any Payment Agreement that has a term of ten (10) years or less.

4. Parity Payment Agreements. No additional debt service shall be taken into

account with respect to a Parity Payment Agreement for any period during which Payment
Agreement Payments on that Parity Payment Agreement are taken into account in determining
Annual Debt Service on related Parity Bonds under subparagraph 3 of this definition. However,
for any perio.d during which Payment Agreement Payments are not taken into account in
calculating Annual Debt Service on any outstanding Parity Bonds because the Parity Payment
Agreement is not then related to any outstanding Parity Bonds, payments on that Parity Payment
Agreement shall be taken into account by assuming:

(A)  City Obligated to Make Payments Based on Fixed Rate. If the City is

obligated to make Payment Agreement Payments based on a fixed rate and the Qualified
Counterparty is obligated to make payments based on a variable rate index, that payments by the

City will be based on the assumed fixed payor rate, and that payments by the Qualified

50549744.06
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Counterparty will be based on a rate equal to the average rate determined by the variable rate
index specified by the Parity Payment Agreement during the four calendar quarters preceding the
quarter in which the calculation is made, and

(B)  City Obligated to Make Payments Based on Variable Rate Index. If the

City is obligated to make Payment Agreement Payments based on a variable rate index and the
Qualified Counterparty is obligated to make payment based on a fixed rate, that payments by the
City will be based on a rate equal to the average rate determined by the variable rate index
specified by the Parity Payment Agreement during the four calendar quarters preceding the
quarter in which the calculation is made, and that the Qualified Counterparty will make
payments based on the fixed rate specified by the Parity Payment Agreement.

“Average Annual Debt Service” means, at the time of calculation, the sum of the Annual
Debt Service remaining to be paid to the last scheduled maturity of the applicable issue or series
of Parity Bonds divided by tﬁe number of years such bonds are scheduled to remain outstanding.

“Bond Counsel” means a firm of lawyers nationally recognized and accepted as bond
counsel and so employed by the City for any purpose under this ordinance applicable to the use
of that term.

“Bond Insurance Policy” means a municipal bond new issue insurance policy issued by
the Bond Insurer and approved by the City Council by‘ the Bond Resolution or by ordinance, and
guaranteeing the timely payment of principal of and interest on any issue of Parity Bonds in
accordance with the terms of that policy.

“Bond Insurer” means an insurance company or other financial institution that provides a
Bond Insurance Policy.

“Bond Register” means the books or records maintained by the Bond Registrar for the
purpose of registration of the Bonds.

“Bond Registrar” or “Registrar” means the fiscal agency of the State of Washington, or

any successor bond registrar selected by the City, whose duties include the registration and

50549744.06

®
cl/




O© o0 = N W B~ W N e

B [\ [\l [N\ [\ [\ [\ [~} — — — —_ [y ek — — p—d ot
o0 ~J (@) (&)} SN w [\V] — () \O o0 ~N N wn ELN w [\ ot o

Karen J. Boyle ( (
2005 Drainage Refunding Bond Ordinance

August 24, 2005

Version 1

authentication of the Bonds, maintenance of the Bond Register, effecting transfer of ownership
of the Bonds, and paying the principal of and premium, if any, and interest on the Bonds.

“Bond Resolution” means the resolution or resolutions of the City Council adopted
pursuant to this ordinance to specify certain additional provisions of each series of the Bonds and
their sale.

“Bonds” means the refunding bonds issued in one or more series from time to time
pursuant to, under the authority of and for the purposes provided in this ordinance.

“Capital Appreciation Bonds” means any revenue obligations of the Drainage and
Wastewater System all or a portion of the interest on which is compounded and accumulated at
the rates and on the dates set forth in the ordinance or Bond Resolution authorizing those
obligations and is payable only upon redemption or on the maturity date of such obligations.
Obligations which are issued as Capital Appreciation Bonds, but later convert to obligations on
which interest is paid periodically, shall be Capital Appreciation Bonds until the conversion date
and thereafter shall no longer be Capital Appreciation Bonds, but shall be treated as having a
principal amount equal to their Accreted Value on the conversion date.

“City” means The City of Seattle, Washington.

“City Council” means the City Council of the City.

“Code” means the Internal Revenue Code of 1986, or any successor thereto, as it has
been and may be amended from time to time, and regulations thereunder.

“Closing Date” means the date on which a series of Bonds is delivered to the initial
purchaser or purchasers thereof upon payment in full therefor.

“Contract Resource Obligation” means an obligation of the City, designated as a Contract
Resource Obligation and entered into pursuaht to Section 23 of this ordinance.

“Coverage Requirement” means, with respect to the Parity Bonds, Net Revenue and
money from any other lawful source at least equal té 1.25 times the Average Annual Debt

Service. Upon the redemption or. defeasance of all of the then outstanding 1995 Bonds,

50549744.06
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“Coverage Requirement” shall be defined as follows: “Coverage Requirement” means Adjusted
Net Revenue at least equal to 1.25 times Average Annual Debt Service.

“DTC” means The Depository Trust Company, New York, New York, as initial
Securities Depository for the Bonds.

“Drainage and Wastewater Fund” means the fund created by Ordinance 84390 and later
renamed by Ordinance 114155,

“Drainage and Wastewater System” means the drainage and wastewater system of the
City, including the sanitary sewerage and storm drainage systems (except properties, interests,
and rights under the jurisdiction of the City’s Parks and Recreation Department, Seattle Center
Department, Seattle Public Utilities Water System, City Light Department and Fleets and
Facilities Department), as the same may be added to, improved and extended for as long as any
Parity Bonds are outstanding. Upon the redemption or defeasance of all of the then outstanding
1995 Bonds, “Drainage and Wastewater System” shall include any utility systems of the City
hereinaﬁér combined with the Drainage and Wastewater System, but not any separate ufility
system that may be created, acquired or constructed by the City as provided in Section 22 of this
ordinance. |

“Director of Finance” means the Director of the Finance of the City, or any successor
thereto.

“Future Parity Bonds” means any and all revenue bonds and obligations of the Drainage
and Wastewater System (other than the Bonds) issued hereafter the payment of the principal of
and interest on which constitutes a lien and charge upon the Gross Revenue on a parity with the
lien and charge upon such Gross Revenue for the Outstanding Parity Bonds and the Bonds.
Future Parity Bonds may include Parity Payment Agreements and any other obligations issued in
compliance with Section 17.

“Government Obligations” means direct obligations of, or obligations the principal of

and interest on which are unconditionally guaranteed by, the United States Government,

50549744.06
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“Gross Revenue” means (a) all income, revenues, receipts and profits derived by the City
through the ownership and operation of the Drainage and Wastewater System; (b) the proceeds
received by the City directly or indirectly from the sale, lease or other disposition of any of the
properties, rights or facilities of the Drainage and Wastewater System; (c) Payment Agreement
Receipts, to the extent that such receipts are not offset by Payment Agreement Payments; and
(d) the investment income earned on money held in any fund or account of the City, including
anyvbond redemption funds and the accounts therein, in connection with the ownership and
operation of the Drainage and Wastewater System. Gross Revenue does not include:
(a) insurance proceeds compensating the City for the loss of a capital asset; (b) income derived
from investments irrevocably pledged to the payment of any defeased bonds payable from Gross
Revenue; (c) investment income set aside for or earned on money in any fund or account created
or maintained solely for the purpose of cbmplying with the arbitrage rebate proQisions of the
Code; (d) any gifts, grants, donations or other funds received by the City from any State or
federal agency or other person if such gifts, grants, donations or other funds are the subject of
any limitation or reservation imposed by the donor or grantor or imposed by law or
administrative regulation to which the donor or grantor is subject, limiting the application of
such funds in a manner inconsistent with the application of Gross Revenue hereunder; (e) the
proceeds of any borrowing for capital improvements (or the refinancing thereof); (f) the proceeds
of any liability or other insurance (excluding business interruption insurance or other insurance
of like nature insuring against the loss of revenues); and (g) general ad valorem taxes, excise
taxes and special assessments, including interest and penalties thereon. Upon the redemption or
defeasance of all of the then outstanding 1995 Bonds, Gross Revenue also shall not include
earnings of any separate utility system that may be created, acquired, or constructed by the City
pursuant to Section 22 of this ordinance.

“Independent Consulting Engineer” means the independent person(s) or firm(s) selected

by the City having a favorable reputation for skill and experience with drainage and wastewater

50549744.06
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systems of comparable size and character to the Drainage and Wastewater System in such areas
as and relevant to the purposes for which they were retained.

“Letter of Representations” means, for each series of Bonds, the Letter of
Representations relating to the Bonds to be delivered by the City to DTC.

“Maximum Annual Debt Service” means, ét the time of calculation, the maximum
amount of Annual Debt Service which shall become due in the current calendar year or in any
future calendar year on any outstanding Parity Bonds. |

“Moody’s” means Moody’s Investors Service, Inc.

“Net Revenue of the Drainage and Wastewater System” or “Net Revenue” means the
Gross Revenue less Operating and Maintenance Expense paid from Gross Revenue.

“Operating and Maintenance Expense” means all reasonable expenses incurred by the
City in causing the Drainage and Wastewater System to be operafed and maintained in good
repair, working order and condition, including without limitation payments (other than payments
out of proceeds of Parity Bonds or other obligations not issued to pay current expenses of the
Drainage and Wastewater System) into reasonable reserves for items of operating or
mainfenance expense the payment of which is not immediétely required, payments of premiums
for insurance, if any, on the Drainage and Wastewater System, and any State-imposed taxes, and
also including all payments made to another municipal corporation or other agency for treatment
or disposal of sewage, but excluding depreciation and amortization, and any City taxes imposed
or levied on the Drainage and Wastewater System or Gross Revenue or payments in lieu of taxes
payable from the Gross Revenue of the Drainage and Wastewater System, and payments of
claims or judgments. Accounting for those expenses shall be in accordance with generally
accepted accounting principles. - Upon the redemption or defeasance of all of the then
outstanding 1995 Bonds, Operating and Maintenance Expense also shall include amounts due
under any Contract Resource Obligation under the conditions described in Section 23 of this

ordinance.
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“Original Issue Discount Bonds” means revenue obligations of the Drainage and
Wastewater System which are sold at an initial public offering price of less than ninety-five
percent (95%) of their face value and which are specifically designated as Original Issue
Discbunt Bonds by the ordinance or Bond Resolution under which such obligations are issued.

“Outstanding Parity Bonds” means the then outstanding 1995 Bonds, 1998 Bonds, 1999
Bonds, 2001 Bonds, 2002 Bonds and 2004 Bonds, as described in Exhibit A.

“Parity Bond Account” means the “Drainage and Wastewater Revenue Bond Account,
1990” created by Ordinance 115098 in the Drainage and Wastewater Fund for the purpose of
paying and securing the principal of and interest on Parity Bonds. ‘ "

“Parity Bond Ordinance” means any ordinance or Bond Resolution passed or adopted by
the City Council providing for the issuance of Parity Bonds, and any other ordinance or Bond
Resolution amending or supplementing the provisions of any Parity Bond Ordinance as
originally passed or adopted or as theretofore amended or supplemented.

“Parity Bonds” means the Outstanding Parity Bonds, the Bonds and any outstanding
Future Parity Bonds. |

“Parity Payment Agreement” means a Payment Agreement under which the City’s
obligations are expressly stated to constitute a charge and lien on the Net Revenue of the
Drainage and Wastewater System equal in rank with the charge and lien upon such Net Revenue
required to be paid into the Parity Bond Account to pay and secure the payment of the principal
of and interest on Parity Bonds.

“Payment Agreement” means a written contract entered into, for the purpose of managing
or reducing the City’s exposure to fluctuations or levels of interest rates or for other interest rate,
investment, asset or liability management purposes, by the City and a Qualified Counterparty on
either a current or forward basis as authorized by any applicable laws of the State in connection
with, or incidental to, the issuance, incurring or carrying of particular bonds, notes, bond
anticipation notes, commercial paper or other obligations for borrowed money, or lease,

installment purchase or other similar financing agreements or certificates of participation therein,

-10-
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that provides for an exchange of payments based on interest rates, ceilings or floors on such
payments, options on such payments, or any combination thereof or any similar device.

“Payment Agreement Payments” means the amounts, periodically required to be paid by
the City to the Qualified Counterparty pursuant to a Payment Agreement.

“Payment Agreement Receipts” means the amounts periodically required to be paid by
the Qualified Counterparty to the City pursuant to a Payment Agreement. |

“Permitted Investments” means any legal investment permitted for money of the City.

“Principal Amount” means, at the time of calculation, (a) with respect to any Capital
Appreciation Bond, the Accreted Value thereof (the difference between the stated amount to be
paid at maturity and the Accreted Value being deemed unearned interest), and (b) with respect to
any Original Issue Discount Bond, the Accreted Value thereof, unless the ordinance or Bond
Resolution under which such obligation was issued shall specify a different amount, in which
case, thé terms of the ordinance or Bond Resolution shall control.

“Principal and Interest Subaccount” means the subaccount of that name created in the
Parity Bond Account by Ordinance 115098 for the payment of the principal of and interest on
Parity Bonds.

- “Qualified Counterparty” means a party (other than the City or a person related to the
City) who is the other party to a Payment Agreement and who is qualified to act as the other
party to a Payment Agreement under any applicable laws of the State.

“Qualified Insurance” means any municipal bond insurance policy or surety bond issued
by any insurance éompany licensed to conduct an insurance business in any state of the United
States (or by a service corporation acting on behalf of one or more such insurance companies)
which insurance company or companies, as of the time of issuance of such policy or surety bond,
are rated in one of the two highest rating categories by Moody’s and S&P or their comparably
recognized business successors.

“Rate Stabilization Account” means the account of that name previously established by

Section 26 of Ordinance 118974,
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“Rating Agencies” means Moody’s and S&P, and their successors and any other
nationallby-recognized securities rating agency or agencies rating Parity Bonds at the i‘equest of
the City.

“RBI” means The Bond Buyer Revenue Bond Index or comparable index, or, if no
comparable index can be obtained, eighty percent (80%) of the interest rate for actively traded

thirty (30) year United States Treasury obligations.

“Refundable Bonds” means, collectively, all or a portion of any Outstanding Parity -

Bonds and the Bonds, and all or a portion of those Future Parity Bonds that have been designated
as Refundable Bonds in the applicable Pafity Bond Ordinance. |

“Refunded Bonds” means those Refundable Bonds included in a Refunding Plan.

“Refunded Bond Legislation” means the respective ordinances and resolutions pursuant
to which the Refunded Bonds were issued.

“Refunding Plan” means, with reépect to the issuance of each series of Bonds, the
refunding of all or a portion of the Refundable Bonds through the issuance of such series, as
more particularly described in the Bond Resolution. |

“Refunding Trust Agreement” means, with respect to each series of Bonds, a refunding
trust or escrow agreement between the City and a Refunding Trustee, dated as of the Closing
Date of such series, providing for the safekeeping of certain Bond proceeds and the refunding of
all or a portion of the Refundable Bonds.

“Refunding Trustee” means for each series of Bonds, the Director of Finance, or the
trustee or escrow agent designated by the Director of Finance, consistent with the Refunded
Bond Legislation and any applicable agreements with providers of Qualified Insurance or
Alternate Security.

“Registered Owner” means the person shown on the Bond Register as the owner of one
or more Bonds.

“Reserve Requirement” means an amount equal to the least of the Maximﬁm Annual

Debt Service at the time of calculation, 1.25 times Average Annual Debt Service at the time of
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calculation or ten percent (10%) of the proceeds of Parity Bonds at the time of the dates of their
respective issuances and payments therefor by the initial purchasers. The Reserve Requirement
may be satisfied to the extent of the amount payable under an Alternate Security which contains
a contract to provide money to pay debt service on Parity Bonds. The Reserve Requirement
shall be provided by cash, Permitted Investments or Alternate Security or any combinatién
thereof, and shall be subject to the provisions of Section 14(d) of this ordinance. For any issue
of Parity Bonds, the Reserve Requirement may be provided within five (5) years after the
issuance of such Parity Bonds in accordance with Section 17 of this ordinance.

“Reserve Subaccount” means the subagcount of that name created in the Parity Bond
Account by Ordinance 115098 for the purpose of securing the payment of the principal of and
interest on Parity Bonds.

“Securities Depository” means any one of the foﬂowing registered sgcuritiés depositories
which has been designated by the City: (i) DTC; (ii) Midwest Securities Trust Company,
Chicago, Illinois; (iii) Philadelphia Depository-Trust Company, Philadelphia, Pennsylvania; or
(iv) such other securities depositories as the City may designate in a certificate of the City
delivered to the Bond Registrar. |

“Serial Bonds” means Paﬁty Bonds maturing in specified years, for which no Sinking
Fund Requirements are mandated.

“Sinking Fund Account” means any account created in the Parity Bond Account to
amortize the principal or make mandatory redemptions of Term Bonds.

“Sinking Fund Requirement” means, for any calendar year, the principal amount and
premium, if any, of Term Bonds required to be purchased, redeemed, paid at maturity or paid
into any Sinking Fund Account for such calendar year as established by the Parity Bond
Ordinance authorizing the issuance of such Term Bonds.

“S&P” means Standard and. Poor’s Ratings Services, a Division of the McGraw-Hill
Companies, Inc. |

“State” means the State of Washington.
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“Term Bonds” means any bonds of any single issue or series designated as Term Bonds
in the ordinance or resolution authorizing the issuance of such bonds.

“ULID Assessments” means all assessments levied and collected in a utility local
improvement district of the City created for the acquisition or construction of additions to and
betterments and extensions of the Drainage and Wastewater System if (and only if) those
assessments are pledged to be paid into the Parity Bond Account. ULID Assessments shall not
include any prepaid assessments paid into a construction fund or account. ULID Assessments
shall include installments thereof and any interest or penalties thereon.

“Undertaking” means the City’s undertaking in the Bond Resolution to provide certain
continuing disclosure as provided by Section 18 of this ordinance.

“Variable Interest Rate” means any variable interest rate or rates to be borne by any
Parity Bonds. The method of computing such a variable interest rate shall be as specified in the
Parity Bond Ordinance authorizing or specifying the terms of such Parity Bonds, which Parity
Bond Ordinance also shall specify either (1) the particular period or periods of time or manner of
determining such period or periods of time for which each value of such variable interest rate
shall remain in effect or (2) the time or times upon which any change in such variable interest
rate shall become effective.

“Variable Interest Rate Bonds” means, for any period of time, any Parity Bonds that bear
a Variable Interest Rate during that period, except that Parity Bonds shall not be treated as
Variable Interest Rate Bonds if the net economic effect of interest rates on particular Parity
Bonds of an issue aﬁd interest rates on other Parity Bonds of the same issue, as set forth in the
applicable Parity Bond Ordinance, or the net economic effect of a Payment Agreement with
respect to particular Parity Bonds, in either case is to produce obligations that bear interest at a
fixed interest rate; and Parity Bonds with respect to which a Payment Agreement is in force shall
be treated as Variable Interest Rate Bonds if the net economic effect of the Payment Agreement

is to produce obligations that bear interest at a Variable Interest Rate.
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Section 2. Authorization and Description of Bonds. The City is authorized to issue

Bonds for the purpose of providing all or a part of the funds with which to pay the cost of
refunding, defeasing, or refunding and defeasing, the Refunded Bonds and to pay all or part of
the costs of issuing and selling the Bonds. The Bonds may be issued in one or more series at any
time on or before December 31, 2015, and may be combined with other Parity Bonds authorized
separately. The maximum principal amoﬁnt of any series of the Bonds shall not exceed 125% of
the then-outstanding principal amount of the Refundable Bonds refunded by that series of Bonds.

The Bonds shall be dated and have such year and series or other designation as
determined by the Director of Finance or as specified by the Bond Resolution; shall be in the
denomination of $5,000 or any integral multiple thereof within a single maturity or such other
denomination specified in the Bond Resolution; and shall be numbered separately, in the manner
and with any additional designation as the Bond Registrar deems necessary for the purpose of
identification. The Bonds shall mature on the dates and in the amounts and bear interest payable
on the dates and at the rates specified in the Bond Resolution, except that the net interest cost
shall not exceed a weighted average rate of ten percent per annum. | All or some of the Bonds

may be Term Bonds, as specified by the Bond Resolution. The final maturity of any series of

Bonds shall not exceed 40 years from the issue date for that series.

Section 3. Bond Resolution. With respect to each series of Bonds, the City Council may

‘adopt the Bond Resolution and in that resolution may provide for the matters described in this

ordinance, including the manner of sale and delivery of and payment for the Bonds, thé
refunding of the Refunded Bonds, and such other matters that the City Council deems necessary
and appropriate to carry out the purposes of this ordinance. Once adopted, the Bond Resolution
shall be deemed a part of this ordinance as if set forth herein.

For each series of Bonds, the Bond Resolution may provide for Qualified Insurance or
Alternate Security, and conditions or covenants relating thereto, including additional terms,
conditions and covenants relating to the Bonds that ére required by the bond insurer or letter of

credit provider and are consistent with the provisions of this ordinance, including but not limited
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to restrictions on investments and requirements of notice to and consent of the bond insurer or
letter of credit provider.

For each series of Bonds, the Bond Resolution may approve and authorize the execution

{and delivery on behalf of the City of any contracts consistent with the provisions of this

ordinance for which the City’s approval is necessary or to which the City is a party and that are
related or incidental to the initial issuance and sale of the Bonds, the initial establishment of the
interest rate or rates on the Bonds and any redemption of the Bonds, including but not limited to
Payment Agreements and similar contracts for such purposes.

The Bond Resolution for each series of Bonds shall identify the Refunded Bonds to be
refunded by that series, shall establish the terms and conditions upon which the Refunded Bonds
are to be refunded, and shall confirm the Director of Finance as, or the Director of Finance’s
appointment of, the Refunding Trustee. The City Council may specify in the Bond Resolution
the amount, if any, from the proceeds of or accrued interest on the Bonds to be deposited into
specified funds, subfunds, accounts and subaccounts. In the absence of such a determination and
specification in the Bond Resolution, the Director of Finance may make such determination and

specification.

Section 4. Allocation of the Bonds to the Refunded Bonds. With respect to each series
of Bonds, the City Council shall, by the Bond Resolution, provide for the allocation of that series
of Bonds to the various series of the Refunded Bonds in a manner consistent with the Code.

Such allocation shall be reflected in schedules attached to the Bond Resolution.

Section 5. Registration and Transfer or Exchange of Bonds. The Bonds shall be
issued only in registered form as to both principal and interest and recorded on the Bond
Register. 'The Bond Register shall contain the name and mailing address of the Registered
Owner of each Bond and the principal amount and number of each of the Bonds held by each
Registered Owner. |

Bonds surrendered to the Bond Registrar may be exchanged for Bonds in any authorized

denomination of an equal aggregate principal amount and of the same series, interest rate and
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maturity. Bonds may be transferred only if endorsed in the manner provided thereon and
surrendered to the Bond Registrar, Any exchange or transfer shall be without cost to the
Registered Owner or transferee. The Bond Registrar shall not be obligated to exchange or
transfer any Bond during the 15 days preceding any principal or interest payment or redemption
date (or other record date established by the Bond Resolution).

The City appoints DTC as initial Securities Depository for the Bonds. For so long as
DTC is the Securities Depository for the Bonds, DTC or its nominee shall be deemed to be the
Registered Owner of the Bonds for all purposes hereunder, and all references in this ordinance or
the Bond Resolutioh to the Registeréd Owners of the Bonds shall mean DTC or its nominee and
shall not mean the owners of any beneficial interests in the Bonds. Payments of principal of,
premium, if any, and interest on all outstanding Bonds registered in the name of the nominee of
DTG, or its registered assign, shall be made as provided in the Letter of Representations.

Bonds executed and delivered in fully immobilized form shall be executed and delivered
in the form of one fully-registered immobilized certificate for each series and maturity of the
Bonds representing the aggregate principal amount of the Bonds of that series and maturity,
which Bonds shall (exéept as provided below for the discontinuation or substitution of Securities
Depository) be registered in the name of the Securities Depository or its nominee. For so long as
DTC serves as Securities Depository for the Bonds, the Bonds shall be registered in the name of
Cede & Co., as nominee of DTC; however, if DTC shall request that the Bonds be registered in
the name of a different nominee, the Bond Registrar shall exchange all or any portion of the
Bonds for an equal aggregate principal amount of Bonds registered in the name of such other
nominee or nominees of DTC. No person other than DTC or its nominee shall be entitled to
receive from the City or the Bond Registrar any Bond or any other evidence of ownership of the
Bonds, or any right to receive any payment in respect thereof, unless DTC or its nominee shall
transfer record ownership of all or any portion of the Bonds on the Bond Register, in connection

with discontinuing the book entry system as provided below or otherwise.
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For so long as the Bonds are registered in the name of DTC or any nominee thereof, all
payments of the principal of, or premium, if any, or interest with respect to the Bonds shall be
made to DTC or its nominee in immediately available funds on the dates provided for such
payments under this ordinance and the Bond Resolution and at such times and in the manner
provided in the Letter of Representations. Each such payment to DTC or its nominee shall be
valid and effective to fully discharge all liability of the City or the Bond Registrar with respect to
the principal of, premium, if any, or interest with respect to the Bonds to the extent of the sum or
sums so paid. In the event of the redemption of less than all of the Bonds of any series and
maturity, the Bond Registrar shall not require surrender by DTC or its nominee of the Bonds so
redeemed, and DTC or its nominee may retain such Bonds and make an appropriate notation
thereon as to the amount of such partial redemption. DTC shall deliver to the Bond Registrar,
upon request, a written confirmation of such partial redemption. The records maintained by the
Bond Registrar shall be conclusive as to the amount of the Bonds of such series and maturity that
have been redeemed.

All transfers of beneficial ownership interests in Bonds registered in the name of DTC or
its nominee shall be effected by the procédures of DTC’s participants and/or indirect participants
for recording and transferring the ownership of beneficial interests in bonds.

The City and the Bond Registrar may treat DTC (or its nominee) as the sole and
exclusive Registered Owner of the Bonds registered in its name for the purposes of payment of
the principal of, premium, if any, or interesf with respect to those Bonds, selecting Bonds or
portions thereof to be redeemed, giving any notice permitted or required to be given to
Registered Owners under this ordinance or the Bond Resolution, registering the transfer of
Bonds, obtaining any consent or other action to be taken by Registered Owners of Bonds and for
all other purposes whatsoever; and the City and the Bond Registrar shall not be affected by any
notice to the contrary. The City and the Bond Registrar shall not have any responsibility or
obligation to any direct or indirect DTC participant, any person claiming a beneficial ownership

interest in the Bonds under or through DTC or any such participant, or any other person which is
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not shown on the Bond Register as being a Registered Owner of Bonds, with respect to: (i) the
Bonds; (ii) any records maintained by DTC or any such participant; (iii) the payment by DTC or
any such direct or indirect participant of any amount in respect of the principal of, premium, if
any, or interest with respect to the Bonds; (iv) any notice which is permitted or required to be
given to Registered Owners of Bonds under this ordinance or the Bond Resolution; (v) the
selection by DTC or any such direct or indirect participant of any person to receive payment in
the event of a partial redemption of the Bonds; or (vi) any consent given or other action taken by
DTC as Registered Owner of the Bonds.

For so long as the Bonds are registered in the name of DTC or any nominee thereof, all
notices required or permitted to be given to the Registered Owners of such Bonds under this
ordinance or the Bond Resolution shall be given to DTC as provided in the Letter of
Representations.

In connection with any notice or other communication to be provided to Registered
Owners pursuant to this ordinance or the Bond Resolution by the City or the Bond Registrar with
respect to any consent or other action to be takén by Registered Owners of the Bonds, DTC shall
consider the date of receipt of notice requesting such consent or other action as the record date
for such consent or other action; however, the City or the Bond Registrar may establish a special
record date for such consent or other action and shall give DTC notice of such special record
date not less than 15 calendar days in advance of such special record date to the extent practical.

Any successor Bond Registrar, in its written acceptance of its duties under this ordinance
and the Bond Resolution, shall agree to take any actions necessary from time to time to comply
with the requirements of any applicable Letter of Representations.

The book-entry system for registration of the ownership of the Bonds deiivered in fully
immobilized form may be discontinued at any time if: (i) after notice to the City and the Bond
Registrar, DTC determines to resign as Securities Depository for the Bonds; or (ii) after notice to
DTC and the Bond Registrar, the City determines that a continuation of the system of book-entry

transfers through DTC (or through a successor Securities Depository) is not in the best interests
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of the City. In each of such events (unless, in the case described in clause (i) above, the City
appoints a successor Securities Depository), the Bonds shall be delivered in registered certificate
form to such persons, and in such maturities and principal amounts, as may be designated by
DTC, but without any liability on the part of the City or the Bond Registrar for the accuracy of
such designation. Whenever DTC requests the City and the Bond Registrar to do so, or
whenever the City requests DTC and the Bond Registrar to do so after the determination by the
City to replace DTC with a successor Securities Depository, the City and the Bond Registrar
shall cooperate with DTC in taking appropriate action after reasonable notice to arrange for
another Securities Depository to maintain custody of certificates evidéncing the Bonds.

Section 6. Mutilated, Lost, Stolen and Destroyed Bonds. In case any Bonds issued

hereunder shall become mutilated or be destroyed, stolen or lost, the City may, if not thén

prohibited or otherwise required by law, cause to be executed and delivered a new Bond of like

amount, series, interest rate, maturity date and tenor in exchange and substitution for and upon

cancellation of such mutilated Bonds, or in lieu of and in’substitution for such destroyed, stolen
or lost Bonds, upon payment by the Registered Owner thereof of the reasonable expenses and
charges of the City and the Bond Registrar in connection therewith, and in the case of a Bond
destroyed, stolen or lost, the filing with the Bond Registrar of evidence satisfactory to the City
that such Bond was destroyed, stolen or lost, and of the ownership thereof, and furnishing the
City and the Bond Registrar with indemnity satisfactory to each of them. If the mutilated,
destroyed, stolen or lost Bond already has matured or been called for redemption in accordance

with its terms it shall not be necessary to issue a new Bond prior to payment. If the provisions of

State law at any time differ from the provisions of this Section 6 with respect to the requirements

or procedures for replacing or otherwise handling mutilated, lost, stolen or destroyed Bonds, then

the provisions of State law shall prevail.

Section 7. Payment of Bond Principal and Interest. Principal of, premium, if any, and
interest on the Bonds shall be payable in lawful money of the United States of America. Interest

on the Bonds shall be paid by checks or drafts mailed by the Bond Registrar on the interest
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payment date to the Registered Owners at the addresses appearing on the Bond Register on the
15th day of the month preceding the interest payment date (or other record date established by
the Bond Resolution) (the “Record Date”) or, at the request of a Registered Owner of $1,000,000
or more in aggregate principal amount of Bonds, by Wire transfer to an account in the United
States designated in writing by such Registered Owner prior to the Record Date. Principal of
and premium, if any, on the Bonds shall be payable upon presentation and surrender of the
Bonds by the Registered Owners at either of the principal corporate trust office or offices of the
Bond Regist;ar at the option of the Registered Owners. Notwithstanding the foregoing, payment
of any Bonds registered in the name of DTC or its nominee shall be made in accordance with the
Letter of Representations. '

The Bonds shall be payable solely out of the Parity Bond Account. The Bonds shall not
be general obligations of the City.

Section 8. Redemption and Open Market Purchase of Bonds.

(a) Optional Redemption. All or some of the Bonds may be subject to redemption at

the option of the City at the times and on the terms set forth in the Bond Resolution.

(b) Mandatory Redemption. The City shall redeem any Term Bonds, if not redeemed

under the optional redemption provisions set forth in the Bond Resolution or purchased in the
open market under the provisions set forth below, by lot (or in such other manner as the Bond
Registrar shall determine) at par plus accrued interest on the dates and in the years and principal
amounts as set forth in the Bond Resolution.

If the City redeems Tenﬁ Bonds under the optional redemption provisions set forth in the
Bond Resolution or purchases Term Bonds in the open market as set forth below, the Term
Bonds so redeemed or purchased (irrespective of their redemption or purchase price) shall be
credited at the par amount thereof against the remaining mandatory redemption requirements in a
manner to be determined by the Director of Finance or, if no such determination is made, on a

pro-rata basis.
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(c) Partial Redemption. Whenever less than all of the Bonds of a single series and

maturity are to be redeemed, the Bond Registrar shall select the Bonds or portions thereof to be
redeemed from the Bonds of tﬁat series and maturity by lot, or in such other manner as the Bond
Registrar shall determine, except that, so long as the Bonds are registered in the name of DTC or
its nominee, DTC shall select the Bonds or portions thereof to be redeemed in accordance with
the Letter of Representations. In no event shall ény Bond be outstanding in a principal amount
that is not an authorized denomination.

Portions of the principal amount of any Bond, in integral multiples of $5,000, may be
redeemed unless otherwise provided in the Bond Resolution. If less than all of the principal
amount of any Bond is fedeemed, upon surrender of that Bond at either of the principal offices of
the Bond Registrar, there shall be issued to the Registered Owner, without charge therefor, a new
Bond (or Bonds, at the option of the Registered Owner) of the same series, maturity and interest
rate in any of the denominations authorized by the Bond Resolution in the aggregate total
principal amount remaining unredeemed.

(d) Open Market Purchase. The City reserves the right and option to purchase any or

all of the Bonds in the open market at any time at any price acceptable to the City plus accrued
interest to the date of purchase. The principal amount of Term Bonds purchased pursuant to this
Section 8 shall be credited at the par amount thereof against the next mandatory redemption

requirement that is at least 60 days after the date of purchase, or as otherwise directed by the

1| Director of Finance.

(e) Bonds to be Canceled. All Bonds purchased or redeemed under this Section 8 shall

be canceled.

Section 9. Notice of Redemption. The City shall cause notice of any intended

redemption of Bonds to be given not less than 30 nor more than 60 days prior to the date fixed
for redemption by first-class mail, postage prepaid, to the Registered Owner of any Bond to be
redeemed at the address appearing on the Bond Register at the time the Bond Registrar prepares

the notice, and the requirements of this sentence shall be deemed to have been fulfilled when
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notice has been mailed as so provided, whether or not it is actually received by the Registered
Owner of any Bond. Interest on Bonds called for redemption shall cease to accrue on the date
fixed for redemption unless the Bond or Bonds called are not redeemed when presented pursuant
to the call. In addition, the redemption notice shall be mailed by the Bond Registrar within the
same period, postage prepaid, to the Rating Agencies, at their offices in New York, New York,
or their successors, to any provider of Qualified Insurance or Alternate Security for the Bonds,
and to such other persons and with such additional information as the Director of Finance shall
determine or as specified in the Bond Resolution, but none of these additional mailings shall be a
condition precedent to the redemption of Bonds.

Section 10.  Failure to Redeem Bonds. If any Bond is not redeemed when properly

presénted at its maturity or call date, the City shall be obligated to pay interest on that Bond at
the same rate provided in the Bond from and after its maturity or call date until that Bond,
principal, premium, if any, and interest, is paid in full or until sufficient money for its payment in
full is on deposit in the Parity Bond Account and the Bond has been called for payment by

giving notice of that call to the Registered Owner of each of those unpaid Bonds.

Section 11.  Form and Execution of Bonds. The Bonds shall be typed, photocopied,
printed or lithographed on good bond paper in a form consistent with the provisions of this
ordinance, the Bond Resolution and State law, shall be signed by the Mayor of The City of

Seattle and Director of Finance, either or both of whose signatures may be manual or in

facsimile, and the seal of the City or a facsimile reproduction thereof shall be impressed or |

printed thereon.

Only Bonds bearing a Certificate of Authentication in substantially the following form
(with the designation, year, and series of the Bonds completed consistent with this ordinance),
manually signed by the Bond Registrar, shall be valid or obligatory for any purpose or entitled to

the benefits of this ordinance:
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CERTIFICATE OF AUTHENTICATION

This Bond is one of the fully registered The City of Seattle, Washington,
Drainage and Wastewater Refunding Revenue Bonds, [YEAR], [SERIES],
described in the Bond Ordinance. '

Bond Registrar

By

Authorized Signer .

The authorized signing of a Certificate of Authentication shall be conclusive evidence that the
Bond so authenticated has been duly executed, authenticated and delivered and is entitled to the
benefits of this ordinance.

If any officer whose facsimile signature appears on the Bonds ceases to be an officer of
the City authorized to sign bonds before the Bonds bearing his or her facsimile signature are
authenticated or delivered by the Bond Registrar or issued by the City, those Bonds nevertheless
may be authenticated, delivered and issued and, when authenticated, issued and delivered, shall
be as binding on the City as though that person had continued to be an officer of the City
authorized to sign bonds. Any Bond also may be signed on behalf of the City by any person
who, on the actual date of signing of the Bond, is an officer of the City authorized to sign bonds,
although he or she did not hold the required office on the date of issuance of the Bonds.

Section 12. Bond Registrar; Appointment of Other Agents. The Bond Registrar

shall keep, of cause to be kept, at its principal corporate trust office, sufficient books for the
registration and transfer of the Bonds which shall be open to inspéction by the City at all times.
The Bond Registrar is authorized, Aon behalf of the City, to authenticate and deliver Bonds
transferred or exchanged in accordance with the provisions of the Bonds and this ordinance, to
serve as the City’s paying agent for the Bonds and to carry out all of the Bond Registrar’s
powers and duties under this ordinance and SMC Chapter 5.10 establishing a system of
registration for the City’s bonds and obligations, as that chapter now exists or may be amended.
The City reserves the right in its discretion to appoint special paying agents, registrars or

trustees in connection with the payment of some or all of the principal of or interest on the
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Bonds. If a new Bond Registrar is appointed by the City, notice of the name and address of the
new Bond Registrar shall be mailed to the Registered Owners of the Bonds. The notice may be
mailed together with the next interest payment due on the Bonds, but, to the extent practicable,
shall be mailed not less than fifteen (15) days prior to a maturity date of the 'principal of any
Bond.

The Bond Registrar shall be responsible for its representations contained in the Bond
Registrar’s Certificate of Authentication on the Bonds. The Bond Registrar may become the
Registered Owner of Bonds with the same rights it would have if it were not the Bond Registrar and,
to the extent permitted by law, may act as depository for and permit any of its officers or directors to
act as members of, or in any other capacity with respect to, any committee formed to protect the
rights of the Registered Owners of the Bonds.

Section 13.  Finding of Sufficiency of Revenues. A series of Bonds will be issued

only if the City finds and determines in the Bond Resolution that (a) the issuance and sale of the
Bonds is in the best interest of the City and in the public interest, and (b) the Gross Revenues, at
the rates established from time to time consistent with Section 15(a) of this ordinance, Wﬂi be
sufficient, in the judgment of the City, to meet all expenses of operation and maintenance of the
Drainage and Wastewater System and to provide the amounts previously pledged for the
payment of all outstanding obligations payable out of the Gross Revenue (including Outstanding
Parity Bonds) and pledged herein for the payment of the Bonds. In making such findings and
determinations, the City shall have had due regard to the cost of operation and maintenance of

the Drainage and Wastewater System and to any portion of the Gross Revenues pledged for the

payment of any bonds, warrants or other indebtedness.

Section 14.  Security for Parity Bonds; Flow of Funds.

(a) Pledge; Lien and Charge of Parity Bonds. The Net Revenue is pledged for the

payment of the Parity Bonds. This pledge shall constitute a lien and charge upon such Net

Revenue prior and superior to any other liens and charges whatsoever. Upon the redemption or
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defeasance of all outstanding 1995 Bonds, all ULID Assessments shall be pledged to the
payment of the Parity Bonds.

(b) Priority Expenditure of Gross Revenue. So long as any Parity Bonds are

Outstanding, all Gross Revenue, except for earnings on investments in the Parity Bond Account
or other bond redemption fund, arbitrage rebate account, refunding escrow account or other trust
account, unless those earnings are transferred from those accounts or funds to the Drainage and
Wastewater Fund, shall be deposited as received in the Drainage and Wastewater Fund and shall
be used, paid out and distributed in the following order of priority (by paragraphs):
1)  To pay, together with any other money made available for such purpose,
the Operating and Maintenance Expense;

(i)  To make the required payments into the Principal and Interest Subaccount
for all Parity Bonds;

(ii)  To make the required payments into the Reserve Subaccount for all Parity
Bonds;

(iv)  To make all required payments into any revenue bond redemption fund
created to pay and secure the payment of the principal of and interest on any revenue
bonds or short-term obligations of the City having a lien and charge upon the Net
Revenue of the Drainage and Wastewater System subordinate to the lien thereon for the
payment of the principal of and interest on Parity Bonds; and

(v) To redeem and retire any sewer revenue bonds of the City then
outstanding or to purchase any or all of those bonds in the open market at a price not in
excess of the price at which those bonds could be redeemed at the next call date; to make
necessary additions, betterments, repairs, extensions and replacements of the Drainage
and Wastewater System or other purposes proper to its maintenance and operation,
including the payment of any City taxes or payments in lieu of taxes payable from Gross

Revenue of the Drainage and Wastewater System, or for any other lawful Drainage and
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Wastewater System purpose, including, upon the redemption or defeasance of all then

outstanding 1995 Bonds, to make deposits to the Rate Stabilization Account.

The City may transfer from any funds or accounts of the City legally available therefor,
except bond redemption funds, any money therein to meet the required payments to be made into
the Parity: Bond Account.

(¢) Parity Bond Account; Deposit of Net Revenue. The Parity Bond Account has been

created in the Drainage and Wastewater Fund as a special fund of the City, which account is
divided into two subaccounts, a Principal and Interest Subaccount and a Reserve Subaccount. So
long as any Parity Bonds are outstanding against the Parity Bond Account, the City obligates and
binds itself to set aside and pay into the Parity Bond Account from the Drainage and Wastewater
Fund out of the Net Revenue certain fixed amounts without regard to any fixed proportion,
namely:

(i) Into the Principal and Interest Subaccount, on or before each interest or
principal and interest payment date, money which, together with the money already
deposited in that account, is sufficient to pay the interest or principal and interest (as the
case may be) due that date (including any mandatory redemption, mandatory sinking
fund or optional redemption payments) on the Parity Bonds; and

(ii) Into the Reserve Subaccount an amount necessary to provide for the
Reserve Requirement for the Parity Bonds within the time and in the manner required by
this ordinancé. The amount necessary to satisfy the Reserve Requirement upon the
issuance of the Bondé may be funded (i) on the date of issue of the Bonds, by a deposit
from the proceeds of the Bonds or by an Alternate Security or (ii) in annual installments
from Net Revenue so that the Reserve Requirement is fully funded by the fifth
anniversary of the date of issue of the Bonds. The manner of funding the Reserve
Requirement for the Bonds shall be specified in the Bond Resolution.

Upon the redemption or defeasance of all then outstanding 1995 Bonds, ihe City shall

pay into the Parity Bond Account all ULID Assessments on their collection.
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(d) Reserve Subaccount. The City covenants and agrees that it will at all times maintain

in the Reserve Subaccount an amount equal to the Reserve Requirement for all Parity Bonds,
except for withdrawals therefrom as authorized herein, until there is a sufficient amount in the
Principal and Interest Subaccount and Reserve Subaccount to pay the principal of and interest on
all outstanding Parity Bonds, at which time the money in the Reserve Subaccount may be used to
pay any such principal and interest so long as the money remaining on deposit in the Reserve
Subaccount is no less than the Reserve Requirement of the remaining outstanding Parity Bonds.

If there shall be a deficiency in the Principal and Interest Subaccount to meet maturing
installments of either principal of or interest on any of the Parity Bonds, such deficiency shall be
made up from the Reserve Subaccount by the withdrawal of cash therefrom. Any deficiency
created in the Reserve Subaccount by reason of any such withdrawal will then be made up from
the Net Revenue of the Drainage and Wastewater System which shall be first available after
making necessary provisions for the required payments into the Principal and Interest
Subaccount.

(e) Investment of Money in Parity Bond Account. All money in the Parity Bond

Account may be kept in cash or invested in Permitted Investments maturing not later than the
date when needed (for investments in the Principal and Interest Subaccount) or the last maturity
of any outstanding Parity Bonds (for investments in the Reserve Subaccount). In no event shall
any money in the Parity Bond Account or any other money reasonably expected to be used to
pay principal and/or interest on the Parity Bonds be invested at a yield which would cause the

Bonds to be arbitrage bonds within the meaning of Section 148 of the Code. Income from

investments in the Principal and Interest Subaccount shall be deposited in that subaccount.

Income from investments in the Reserve Subaccount shall be deposited in that subaccount until
the amount therein is equal to the Reserve Requirement for all Parity Bonds, and thereafter shall

be deposited in the Principal and Interest Subaccount.
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The City may create sinking fund subaccounts or other subaccounts in the Parity Bond
Account for the payment or securing the payment of Parity Bonds as long as the maintenance of
such subaccounts does not conflict with the ﬂghts of the owners of Parity Bonds.

Notwithstanding the provisions for deposit or retention of earnings in the Parity Bond
Account, any earnings which are isubject to a federal tax or rebate requirement may be
withdrawn from the Parity Bond Account for deposit in a separate fund or account for that
purpose. If no longer required for such rebate, money in that separate fund or account shall be
returned to the Parity Bond Account.

(f) Failure to Deposit Money in Parity Bond Account. If the City fails to set aside and

pay into the Parity Bond Account, including the Reserve Subaccount, the amounts set forth
above, the Registered Owner of any of the outstanding Parity Bonds may bring action against the
City and compel such setting aside and payment. Upon the redempti'on or defeasance of all of
the then outstanding 1995 Bonds, a Registered Owner of Parity Bonds may bring an action
against the City for failure to make the required deposits to the Parity Bond Account only in
accordance with Section 25 of this ordinance.

(g) Provision for Maintenance and Operation Expense. It is declared that in creating

the Parity Bond Account and in fixing the amounts to be paid into it as provided in paragraphs
(c)and (dyof this Section 14, the City Council has had due regard for Operating and
Maintenance Expense (and cosf of maintenance and operation as contemplated by RCW
35:67.130), and is not setting aside into the Parity Bond Account a greater amount than in the
judgment of the City Council, based on the rates to be established from time to time consistent
with Section 15(a), will be available over and above such Operating and Maintenance Expense
(and such cost of maintenance and operation).

Section 15.  Parity Bond Covenants. The City covenants and agrees with the owner

of each of the Parity Bonds as follows:

(a) Rates and Charges; Coverage Requirement. It will establish, maintain, revise as

necessary and collect such rates and charges for drainage and wastewater service furnished
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which will produce Net Revenue (or, upon the rédemption or defeasance of all then outstanding
1995 Bonds, Adjusted Net Revenue) available for debt service each calendar year at least equal to
the Coverage Requirement. It will not change any rate or charge for drainage and wastewater

service as now established by the existing rate ordinance or ordinances of the City that will

substantially reduce the annual Gross Revenue of the Drainage and Wastewater System below

that which would have been obtained before such change unless the City shall have on file a
certificate from an Independent Consulting Engineer or a certified public accountant experienced
in drainage and wastewater system rates and charges, stating the rates and charges as so changed
will provide Gross Revenue of tﬁe Drainage and Wastewater System sufficient to comply with
all the covenants and requirements éf this ordinance, including the Coverage Requirement.

Upon the redemption or defeasance of all then-outstanding 1995 Bonds, 1998 Bonds,
1999 Bonds, 2001 Bonds, 2001 Bonds and 2004 Bonds, this paragraph (a) shall be replaced in
its entirety with the following:

(a) Rates _and Charges; Coverage Requirement. It will establish, maintain,

revise as necessary and collect such rates and charges for services and
facilities provided by the Drainage and Wastewater System so that Adjusted
Net Revenue in each fiscal year will be at least equal to the Coverage
Requirement. The failure of the City to comply with this paragraph (a) shall
not be an Event of Default under this ordinance if the City prbmpz‘ly refains
an Independent Consulting Engineer to recommend to the City Council
adjustments in the rates of the Drainage and Wastewater System necessary to
meet the requirements of this paragraph (a) and if the City Council adopts the
recommended modifications within 180 days of the date the failure became
known to the City Council.

(b) Maintenance of Drainage and Wastewater System. It will at all times maintain

and keep the Drainage and Wastewater System in good repair, working order and condition,

including, from time to time, making or causing to be made all necessary and proper repairs,
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renewals and replacements so that at all times the operation of such system shall be properly and
advantageously conducted, and will at all times operate the Drainage and Wastewater System
and the business in connection therewith in an efficient manner and at a reasonable cost.

(c) Sale of Drainage and Wastewater System. It will not sell, lease, mortgage, or in

any manner encumber or dispose of all of the property of the Drainage and Wastewater System
unless provision is made for the payment into the Parity Bond Account of an amount sufficient
to pay the principal of and interest on Parity Bonds then outstanding; and it will not sell, lease,
mortgage, or in any manner encumber or dispose of any part of the property of the Drainage and
Wastewater System that is used, useful and material to the operation thereof, except consistent
with one or more of the following:
(i)  if provision is made for replacement thereof, or for payrhent into the

Parity Bond Account of the total amount of Gross Revenue received from the portion of the
Drainage and Wastewater System sold, leased, mortgaged, encumbered or disposed of which
shall not be less than an amount which shall bear the same ratio to the amount of Parity Bonds
then outstanding as the Gross Revenue available for debt service for such outstanding bonds for
the twelve (12) months preceding such sale, lease, mortgage, encumbrance or disposal from the
portion of the Drainage and Wastewater System sold, leased, mortgaged, encumbered or
disposed of bears to the Gross Revenue available for debt service for the then outstanding Parity
Bonds from the entire Drainage and Wastewater System of the Cify for the same period. Any
such money so paid into the Parity Bond Account shall be used to retire such Parity Bonds at the
earliest possible date; or

(ii)  upon the redemption or defeasance of all then outstanding 1995 Bonds, if
the aggregate depreciated cost value of the property being encumbered or disposed of under this
subparagraph (ii) in any fiscal year comprises no more than five percent (5%) of the total assets
of the Drainage and Wastewater System; or

(iii) upon the redemption or deféasance of all then outstanding Outstanding

Parity Bonds, if the proceeds from such transfer are used to acquire new useful operating
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facilities or properties of the Drainage and Wastewater System, or are used to retire outstanding
Parity Bonds or other revenue obligations of the Drainage and Wastewater System, if, at the
time of such transfer, the City has on file a a certificate of both the Director of Finance and the
Director of Seattle Public Utilities (or any officer who succeeds to substantially all of the‘
responsibilities of either office) demonstrating that in their opinion, upon such transfer and the
use of proceeds of the transfer as proposed by the City, the remaining facilities of the Drainage
and Wastewater System will retain their operational inz‘égrity and, based on the financial
statements for the most recent fiscal year available, the proposed transfer would not prevent the
Drainage and Wastewater System from complying with the Coverage Requirement during the
five fiscal years following the fiscal year in which the transfer is to occur. The certificate shall
take into account, (A) the reduction in revenue and expenses, if any, resulting from the transfer;
(B) the use of any proceeds of the transfer for the redemption of Parity Bonds, (C) the estimate of
revenue from customers anticipated to be served by any additions to and betterments and
extensions of the Drainage and Wastewater System financed in part by the proposed portion of
the proceeds of the transfer, and (D) any other adjustment permitted in the preparation of a
certificate under Section 17(d) of' this ordinance. Before such a transfer, the City also must
obtain confirmation from each of the Rating Agencies to the effect that the rating then in effect

will not be reduced or withdrawn upon such transfer.

(d) Books and Records. . It will, while any of the Bonds 1‘emaiﬁ outstanding, keep proper
and separate accounts and records in which complete and separate entries shall be fnade of all
transactions relating to the Drainagé and Wastewater System, and it will furnish the Registered
Owner(s) of the Bonds or any subsequent Registered Owner(s) thereof, at the written request of
such Registered Owner(s), complete operating and income statements of the Drainage and
Wastewater System in reasonable detail covering any fiscal year not more than six months after
the close of such fiscal year and it will grant any Registered Owner(s) of at least twenty-five (25)
percent of the outstanding Bonds the right at all reasonable times to inspect the entire Drainage

and Wastewater System and all records, accounts and data of the City relating thereto. Upon

-32-

50549744.06




O 0 1 O W B~ W N

00 =] O hh WO = O YW 0NN P W NN = O

Karen J. Boyle ( (
2005 Drainage Refunding Bond Ordinance

August 24, 2005

Version 1

request of any Registered Owner of any of the Bonds, it also will furnish to such Registered
Owner a copy of the most recently completed audit of the City’s accounts by the State Auditor of
Washington.

(e) Operating and Maintenance Expense. It will pay all Operating and Maintenance

Expense and otherwise meet the obligations of the City as herein set forth.

Section 16.  Preservation of Tax Exemption for Interest on Bonds. The City

covenants that it will take all actions consistent with the terms of the Bonds, this ordinance and
the Bond Resolution reasonably within its power and necessary to prevent interest on the Bonds
from being included in gross income for federal income tax purposes and it will neither take any
action nor make or permit any use of the proceeds of the Bonds or other funds of the city treated
as proceeds of the bonds at any time during the term of the Bonds which will cause interest on
the Bonds to be included in gross income for federal income tax phrposes.

The City has not been notified of any listing or proposed listing by the Internal Revenue
Service to the effect that the City is a bond issuer whose arbitrage certifications may not be

relied upon.

Section 17.  Future Parity Bond Co‘nditions. The City further covenants with the
owner of each of the Bonds for as long as any of the Bdnds are outstanding that it will not create
any special account or fund or accounts or funds for the payment of the principal of and interest
on any other revenue obligations or issue any other revenue obligations which will have any
priority over or which will rank on a‘ parity with the payments required by this ordinance to be
made out of the Net Revenue of the Drainage and Wastewater System nor will it issue Future
Parity Bonds, except that it reserves the right for

First, the purpose of acquiring, constructing and installing additions to, and
betterments and improvements and extensions of, acquiring necessary equipment for, or
making necessary replacements of or repairs or capital improvements to the Drainage and

Wastewater System pursuant to an adopted system or plan of additions thereto and

betterments and improvements thereof, or
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Second, the purpose of refunding by exchange or purchasing and retiring or
advance refunding by call and payment at or prior to their maturity any part or all of the
outstanding Parity Bonds, or

Third, other purposes then permitted by law,

to issue Future Parity Bonds therefor, and to make payments into the Parity Bond Account from
the Net Revenue sufficient to pay the principal of and interest on such Future lsarity Bonds and
to maintain a reserve therefor as hereinafter required, which payments may rank equally with the
payments out of the Net Revenue required to be made into the Parity Bond Account by this
ordinance, if the following conditions and requirements are met and complied with at the time of
the issuance of such Future Parity Bonds: |

(a) At the time of issuance of such Future Parity Bonds, there shall not be a deficiency in
either the Principal and Interest Subaccount or the Reserve Subaccount in the Parity Bond
Account.

(b) The Parity Bond Ordinance authorizing Future Parity Bonds shall provide for the
creation of a sinking fund account in the Parity Bond Account for any Term Bonds to be issued
and for regular payments to be made into such account for the payment of the principal of such
Term Bonds on or before their maturity, or, as an alternative, the mandatory redemption of such
Term Bonds prior to their maturity date (except for a portion of such Term Bonds schéduled for
redemption on their maturity date) from money in the Principal and Interest Account.

(c) The Parity Bond Ordinance authofizing such Future Parity Bonds shall provide for
the payment of the principai thereof and interest thereon out of the Parity Bond Account and
shall further provide for the payment from the Net Revenue (and, after the redemption or
defeasance of all outstanding 1995 Bonds, from ULID Assessments) or from proceeds of those
Future Parity Bonds or from an Alternate Security, or by more than one, the Reserve
Requirement of such Future Parity Bonds, except if such Future Parity Bonds are issued for the
purpose of refunding any outstanding Parity Bonds, the amount of such reserve allocated to such

bonds being so refunded shall be retained or used as a reserve for such refunding Future Parity
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Bonds or used to retire outstanding Bonds or outstanding Future Parity Bonds pursuant to the
refunding plan, which reserve amount shall be replaced in the same manner and within the same
time as required for additional Future Parity Bonds, or such reserve may remain in the Reserve
Subaccount to be used as the reserve for remaining Parity Bonds. To the extent that the Reserve
Requirement is not funded with proceeds of such Future Parity Bonds or by an Alternate
Security, it shall be funded by equal annual deposits from Net Revenue (and, after the
redemption or defeasance of all then outstanding 1995 Bonds, from ULID Assessments) so that it
is fully deposited in the Reserve Subaccount by the fifth anniversary date of the date of the
Future Parity Bonds. ‘

Immediately prior to the issuance of Future Parity Bonds, amounts then deposited in the
Reserve Subaccount shall be valued as determined on the most recent annual financial report of
the City applicable to the Drainage and Wastewater System, and the additional amounts, if any,
needed to be deposited into the Reserve Subaccount to satisfy the Reserve Requirement shall be
based on that valuation.

(d) At the time of the issuance of such Future Parity Bonds, the City shall have on file a
certificate of the Director of Seattle Public Utilities or a certificate from an Independent
Consulting Engineer or a certified public accountant experieﬁced in Drainage and Wastewater
System rates and charges showing that in his or her professional opinion the Net Revenue will be
equal to.the Covérage Requirement. However, if Future Parity Bonds proposed to be so issued
are for the sole purpose of refunding outstanding Parity Bonds, such certification of coverage
shall not be required if the Annual Debt Service in each year for the refunding bonds is not
increased over the amount required for the bonds to be refunded thereby and the maturities of
those refunding bonds are not extended beyond the maturities of the bonds to be refunded
thereby.

The certificate, in estimating the Net Revenue or Adjusted Net Revenue, as applicable,
shall use the historical Gross Revenue for any twelve (12) consecutive months out of the

twenty-four (24) months immediately preceding the month of delivery of the Future Parity
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Bonds. The Gross Revenue may be adjusted to reflect any changes in rates in effect and being
charged or expressly committed by ordinance of the City Council to be made in the future; may
include income derived'from customers of the Drainage and Wastewater System that have |
become customers during the twelve (12)-consecutive-month period or thereafter adjusted to
reflect one year’s net revenue from such customers; may include revenues from any customers to
be connected to the Drainage and Wastewater System who have paid the required connection
charges; may include the revenue to be derived from any person, firm, corporation or municipal
corporation under any executed contract for Drainage or Wastewater service which revenue was
not included in the historical Gross Revenue; and may include an estimate of the Gross Revenue
to be derived by the City from customers with improved property available to connect to any
additions to and improvements and extensions of the Drainage and Wastewater System to be
paid for out of the proceeds of the sale of the additional Future Parity Bonds or other additions to
and improvements and extensions of the Drainage and Wastewater System then under
construction and not fully connected to the facilities of the Drainage and Wastewater System
when such additions, improvements and extensions are completed.

Actual or reasonably anticipated changes in the Operating and Maintenance Expense
subsequent to such twelve (12)-month period shall be added or deducted, as is applicable. The
use of money other than Gross Revenue for the payment of Operating and Maintenance Expense
shall not exceed per year an amount used for. that purpose during the twelve (12) months
immediately preceding the date‘ of issuance of the Future Parity Bonds.

Nothing contained in the provisions for Future Parity Bonds shall prevent the City from
issuing revenue bonds or other obligations héving a lien on the Gross Revenue subordinate to the
lien of the Bonds and any Future Parity Bonds.

Upon the redemption or defeasance of all then outstanding 1995 Bonds, all references to
“Net Revenue” in this Section 17(d) shall be changed to “Adjusted Net Revenue.”

Upon the redemption or defeasance of all then outstanding 1995 Bonds, as an alternative

to the certificate required under this Section 17(d), the City, at its option, may provide a
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certificate of the Director of Finance or the Director of Seattle Public Utilities demonstrating
that during any twelve consecutive calendar months out of the immediately preceding twenty-four
(24) calendar months Adjusted Net Revenue was at least equal to the Coverage Requirement for all
Parity Bonds plus the Future Parity Bonds proposed to be issued (and assuming that the debt
service of the proposed Future Parity Bonds for that twelve-month period was the Average Annual
Debt S;em)ice for those proposed bonds).

Upon the redemption or defeasance of all then-outstanding 1995 Bonds, 1998 Bonds, 1999
Bonds, 2001 Bonds, 2002 Bonds and 2004 Bonds, this Sécl‘ion 17(d) shall be replaced in its entirety
with the following:

(f) There shall be on file with the City either:

(1) a certificate of the Director of Finance demonstrating that
during any twelve consecutive caléndar months out of the immediately
preceding 24 calendar months Adjusted Net Revenue was at least equal to
the Coverage Requirement for all Parity Bonds plus the Future Parity
Bonds proposed to be issued (and assuming that the debt service of the
proposed Future Parity. Bonds for | that twelve-month period was the
Average Annual Debt Service for those proposed bonds); or

(2)  a certificate of both the Director of Finance and the
Director of Seattle Public Utilities (or any officer who succeeds to
substantially all of the responsibilities of either office) that in their
opinion the Adjusted Net Revenue for the five fiscal years next following
the earlier of (A)the end of the period during which interest on those
Future Parity Bonds is to be capitalized or, if no> interest is capitalized,
the fiscal year in which the Future Parity Bonds are issued, or (B) the date
on which substantially all new facilities financed with those Future Parity
Bonds are expected to commence operations, such Adjusted Net Revenue

further adjusted as provided in paragraphs (i) through (iv) below, will be
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at least equal to the Coverage Requirement. That cerfificate may take into

account the following adjustments:

(i) Any changes in rates in effect and being charged, or
rates expected to be charged in accordance with a program of
specific rates, rate levels or increases in overall rate revenue
approved by ordinance or resolution;

(ii)  Net revenue from customers of the Drainage and
Wastewater System who have lbecome customers during the
12 consecutive month period or thereafter, and their estimate of
net revenue from any customers to be connected to the Drainage
and Wastewater System who have paid the required connection
charges, adjusted to reflect one year’s net revenue from those
customers,

(iii)  Their estimate of net revenue from customers
anticipated to be served by facilities or improvements financed in
substantial part by those Future Parity Bonds (or additional Parity
Bonds expected to be issued during the five-year period); and

(iv)  Net revenue from any person, firm, corporation or
municipal corporation under any executed contract for water or
other utility vservice, which revenue was not included in the
historical Net Revenue of the Drainage and Wastewater System.

If tﬁe F uture Parity Bonds proposed to be issued are for the sole purpose
of refunding Parity Bonds, no such coverage certification shall be required if the
Adjusted Annual Debt Service on the Parity Bonds after the issuance of the
Future Parity Bonds is not, for any year in which the Parity Bonds being
refunded were outstanding, more than $5,000 over the Adjusted Annual Debt

Service on the Parity Bonds prior to the issuance of those Future Parity Bonds.
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Nothing contained herein shall prevent the City from issuing Future Parity Bonds to
refund maturing Parity Bonds, money for the payment of which is not otherwise available, or

revenue bonds that are a charge or lien upon the Gross Revenue subordinate to the charge or

lien of the Parity Bonds, or from pledging the payment of ULID assessments into a bond

redemption fund created for the payment of the principal of and interest on those junior lien
bonds as long as such ULID assessments are levied for improvements constructed from the
proceeds of those junior lien bonds.

(e) Upon the redemption or defeasance of all then outstanding 1995 Bonds, the Parity
Bond Ordinance authorizing the Future Parity Bonds shall provide that all ULID Assessments
shall be paid directly into the Parity Bond Account.

Section 18.  Continuing Disclosure. The City shall undertake to provide for the

benefit of holders of the Bonds disclosure of certain financial information and operating data of
the type included in the final official statement for the Bonds, as well as disclosure of certain
material events respecting the Bonds, in the manner and to the extent required by United States
Securities and Exchange Commission Rule 15¢2-12(b)(5). The particular terms of any such
Undertaking shall be set forth in the Bond Resolution.

Section 19. Refunding and Defeasance. If the City shall issue refunding bonds

pursuant to the laws of the State, or have money available from any other lawful source, to pay
the principal of and interest on the Bonds or such portion thereof included in the refunding or
defeasance plan as the same become due and payable and to refund or defease such then
outstanding Bonds and to pay the costs of refunding or defeasance, and shall have set aside
irrevocably in a special fund for and pledged to such payment, refunding or defeasance, money
and/or Government Obligations sufficient in amount, together with known earned income from
the investments thereof, to make such payments and to accomplish the refunding or defeasance
as scheduled (hereinafter called the “trust account”), and shall make irrevocable provisions for
redemption of such Bonds, then in that case all right and interest of the owners of the Bonds to

be so retired, refunded or defeased (hereinafter collectively called the “defeased Bonds™) in the
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covenants of this ordinance, in the Gross Revenue of the Drainage and Wastewater System, and
funds and accounts obligated to the payment of such defeased Bonds, other than the right to
receive the funds so set aside and pledged, thereupon shall cease and become void, except such
owners shall have the right to receive payment of the principal of and interest on the defeased
Bonds from the trust account. After the establishing and full funding of such trust account, the
City then may apply any money in any other fund or account established for the payment or
redemption of the defeased Bonds to any lawful purposes as it shall determine, subject only to
the rights of the owners of any other Parity Bonds then outstanding.

If the refunding or defeasance plan provides that the defeased Bonds or the refunding
bonds to be issued be secured by cash and/or Government ‘Obligations pending the prior
redemption of the defeased Bonds and if such refunding or defeasance plan also provides that
certain cash and/or Government Obligations are pledged irrevocably for the prior redemption of
those Bonds included in the refunding plan, then only the debt service on the Bonds which are
not defeased Bonds and the refunding bonds, the payment of which is not so secured by the
refunding or defeasance plan, shall be included in the computation of the Coveragé Requirement
for issuance of Future Parity Bonds and the annual computation of the Coverage Requirement
for determining compliance with the rate covenants with respect to the Parity Bonds.

Séction 20. Sale of Bonds. At least 10 days before the City Céuncil adopts a Bond
Resolution for a series of Bonds, the Director of Finance shall notify the President of the City
Council, in writing, of the Director of Finance’s determination that the issuance of the series of
Bonds is consistent with the then-current financial policies of the City. The notice shall set forth
the reasons for the Director of Finance’s determination. Upon giving such notice, the Director of
Finance may provide for the sale of that series of Bonds (or any portion thereof) by public sale or
by a negotiated sale with an underwriter or other financial institution chosen through a selection
process acceptable to the Director of Finance. The City Council’s adoption of thé Bond
Resolution shall be conclusive evidence that proper n.otice was provided to the President of the

City Council. The Director of Finance is authorized to specify a date and time of sale of the
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Bonds, to give notice of that sale, to determine any bid requirements and criteria for determining
the award of the bid, to provide for the use of an electronic bidding mechanism, and to specify
other matters in his or her determination necessary, appropriate, or desirable to carry out the sale
of the Bonds. The terms of that sale shall be consistent with this ordinance and the Bond
Resolution and shall be confirmed by the Bond Resolution. The Bonds shall be delivered to the
purchasers as provided in the Bond Resolution immediately upon payment to the City of the
purchase price plus accrued interest, if any, to the Closing Date in immediately available federal
funds in Seattle, Washington, at the City’s expense or at another time or place upon which the
Director of Finance and the purchaser may mutually agree at the purchaser’s expense.

CUSIP numbers will be printed on the Bonds if requested by the purchasers, but neither
failure to print CUSIP numbers on any Bond nor error with respect thereto shall constitute cause
for a failure or refusal by the purchasers to accept delivery of énd pay for the Bonds in
accordance with the purcha\se offer. All expenses in relation to the printing of CUSIP numbers
on the Bonds shall be paid by the City, but the fee of the CUSIP Service Bureau for the
assignment of those numbers shall be the responsibility of and shall be paid by the purchasers.

The City will cause the Bonds to be typed, photocopied, printed or lithographed, sealed
and executed and will furnish the approving legal opinion of Bond Counsel, the opinioh also
being printed on each Bond unless the Bond is typed or photocopied.

Section 21. Supplemental or Amendatory Ordinances.

(a) This ordinance shall not be supplemented or amended in any respect subsequent to

the initial issuance of the Bonds, except as provided in and in accordance with and subject to the

provisions of this Section.

(b) The City may from time to time and at any time, without the consent of or notice to
the Registered Owners of the Bonds, pass supplemental or amendatory ordinances for the
following purposes:

(1) To cure any formal defect, omission, inconsistency or ambiguity in this

ordinance in a manner not adverse to the owner of any Parity Bonds;
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(2) To impose upon the Bond Registrar (with its consent) for the benefit of the
owners of the Bonds any additional rights, remedies, powers, authority, secuﬁty, liabilities or
duties which may lawfully be granted, conferred or imposed and which are not contrary to or
inconsistent with this ordinance as theretofore in effect;

(3) To add to the covenants and agreements of, and linﬁtations and restrictions
upon, the City in this ordinance other covenants, agreements, limitations and restrictions to be
observed by the City which are not contrary to or inconsistent with this ordiﬁance as theretofore
in effect;

(4) To confirm, as further assurance, any pledge under, and the subjection to aﬁy
claim, lien or pledge created or to be created by this ordinance of any other money, securities or
funds;

(5) To comply with any future federal law or interpretation to preserve the
exclusion of the interest on the Bonds from gross income for federal income tax purposes;

(6) To authorize different denominations of the Bonds and to make correlative
amendments and modifications to this ordinance regar'ding exchangeability of Bonds of different
authorized denominations, redemptions of portions of Bonds of particular authorized
denominations and similar amendments and modifications of a technical nature; and

(7) To modify, alter, amend or supplement this ordinance in any other respect
which is not materially adverse to the owners of the Bonds and which does not involve a change
described in subsection (c) of this Section.

Before the City shall adopt any such supplemental or amendatory ordinance pursuant to
this subsection, there shall have been delivered to the City and the Bond Registrar an opinion of
Bond Counsel, stating that such supplemental or amendatory ordinance is authorized or
permitted by this ordinance and will, upon the execution and delivery thereof, be valid and
binding upon the City in accofdance with its terms and will not adversely affect the exclusion

from gross income for federal income tax purposes of interest on the Bonds.
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(c) (1) Except for any supplemental or amendatory ordinance entered into pursuant to
subsection (b) of this Section, subject to the terms and provisions contained in this subsection (c)
and not otherwise, Registered Owners of not less than sixty percent (60%) in aggregate principal
amount of the Bonds then outstanding shall have thAe right from time to time to consent to and
approve the passage by the City Coﬁncil of any supplemental or amendatory ordinance deemed
neceésary or desirable by the City for the purpose of modifying, altering, amending,
supplementing or rescinding, in any particular, any of the terms or provisions contained in this
ordinance; except that, unless approved in writing by the Registered Owners of all the Bonds
then outstanding, nothing contained in this Section shall permit, or be construed as permitting:

(i) A change in the times, amounts or currency of payment of the principal of
or interest on any outstanding Bond, or a reduction in the principal amount or redemption price
of any outstanding Bond or a change in the method of redemption or redemption price of any
outstanding Bond or a change in the method of determining the rate of interest thereon, or

(i) A preference or priority of any Bond or Bonds over any other Bond or
Bonds, or

(iil) A reduction in the aggregate principal amount of Bonds, the consent of
the Registered Owners of Bonds of which is required for any such supplemental or amendatory
ordinance. ‘

(2)  If at any time the City shall adopt any supplemeﬁtal or amendatory
ordinance for any of the purposes of this subsection (c), the Bond Registrar shall cause notice of
the proposed supplemental or amendatory ordinance to be given by first class United States Mail
to all Registered Owners of the then outstanding Bonds and to the Rating Agencies. Such notice
shall briefly set forth the nature of the proposed supplemental or amendatory ordinance and shall
state that a copy thereof is on file at the office of the Bond Registrar for inspection by all
Registered Owners of the outstanding Bonds.

(3) Within two years after the date of the mailing of such notice, the

City may adopt such supplemental or amendatory ordinance in substantially the form described
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in such notice, but only if there shall have first been delivered to the Bond Registrar (i) the
required consents, in writing, of the Registered Owners of the Bonds, and (ii) an opinion of Bond
Counsel, stating that such supplemental or amendatory ordinance is authorized or permitted by
this ordinance and, upon the execution and delivery thereof, will be valid and binding upon the
City in accordance with its terms and will not adversely affect the exclusion frorﬁ gross income
for federal income tax purposes of interest on the Bonds.

4) If Registered Owners of not less that the percentage of Bonds
required by this subsection (c) shall have consented to and approved the execution and delivery
thereof as herein provided, no owner of the Bonds shall have any right to object to the adoption
of such supplemental or amendatory ordinance, or to object to any of the terms and proviéions
contained therein or the operation thereof, or in any manner to question the propriety of the
adoption thereof, or to enjoin or restrain the City or the Bond Registrar from adopting the same
or ﬂom taking any action pursuant to the provisions thereof.

(d) Upon the execution and delivery of any supplemental or amendatory ordinance
pursuant to the provisions of this Section, this ordinance shall be, and be deemed to be, modified
and amended in accordance therewith, and the respéctive rights, duties and obligations under this
ordinance of the City, the Bond Registrar and all owners of Bonds then outstanding shall
thereafter be determined, exercised and enforced under this ordinance subject in all respects to

such modifications and amendments.

Section 22.  Separate Utility Systems. Upon the maturity, redemption or defeasance
of all the 1995 Bo;ids, the City may create, acquire, construct, finance, own and operate one or
more additional systems for drainage and Wastewater or other commodity or service relating to
the Drainage and Wastewater System. The revenue of that separate utility system shall not be
included in the Gross Revenue and may be pledged to the payment of revenue obligations issued
to purchase, construct, condemn or otherwise acquire or expand the separate utility system.

Neither the Gross Revenue nor the Net Revenue of the Drainage and Wastewater System shall be

pledged by the City to the payment of any obligations of a separate utility system except (1) as a
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Contract Resource Obligation upon compliance with Section 23 hereof and/or (2), with respect

to the Net Revenue, on a basis subordinate to the lien of the Parity Bonds on that Net Revenue.

Section 23.  Contract Resource Obligations. Upon the maturity, redemption or
defeasance of all the 1995 Bonds, the City may at any time enter into one or more Contract
Resource Obligations for the acquisition, from facilities to be constructed, of drainage and
wastewater or other commodity or service relating to the Drainage and Wastewater System. The
City may determine that, and may agree under a Contract Resource Obligation to provide that all
payments under that Contract Resource Obligation (including payments prior to the time that
drainage and wastewater or other commodity or service is being provided, or during a
suspension or after termination of supply or sefvice) shall be an Operating and Maintenance
Expense if the following requirements are met at the time such a Contract Resource Obligation is

entered into:

(a) No Event of Default as defined in Section 25 of this ordinance has
occurred and is continuing,.

(b) There shall be on file a certificate of an Independent Consulting
Engineer stating that (i) the payments to be made by the City in connection with
the Contract Resource Obligation are reasonable for the commodity or service
rendered; (ii) any facilities to be constructed to provide the commodity or service
are sound from a drainage and wastewater service or other commodity or service
planning standpoint, are technically and economically feasible in accordance with
prudent utility practice, and are likely to provide supply or transmission no later
than a date set forth in the Independent Consulting Engineer’s certification; and
(iii) the Adjusted Net Revenue (further adjusted by the Independent Consulting
Engineer’s estimate of the payments to be made in accordance with the Contract
Resource Obligation) for the five fiscal years following the year in which the
Contract Resource Obligation is incurred, as such Adjusted Net Revenue is
estimated by the Independent Consulting Engineer in accordance with the
provisions of and adjustments permitted in Section 17(d) of this ordinance, will
be at least equal to the Coverage Requirement.

Payments required to be made under Contract Resource Obligations shall not be subject
to acceleration. |

Nothing in this Section 23 shall be deemed to prevent the City from ente'riﬁg into other
agreements for the acquisition of drainage and wastewater services or other commodity or

service from existing facilities and from treating those payments. as Operating and Maintenance
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Expenses. Nothing in this Section 23 shall be deemed to prevent the City from entering into
other agreements fer the acquisition of drainage and wastewater services or other commodity or
service from facilities to be constructed and from agreeing to make payments with respect
thereto, such payments constituting a lien and charge on Net Revenue subordinate to the Parity
Bonds.

Section 24. Rate Stabilization Account. The Rate Stabilization Account has been

created as a separate account in the Drainage and Wastewater Fund. Upon the redemption or
defeasance of all the 1995 Bonds, the City may at any time, as determined by the City and as
consistent with Section 14(b), deposit in the Rate Stabilization Account Gross Revenue and any
other money received by the Drainage and Wastewater System and available to be used therefor.
The City may withdraw any or all of the money from the Rate Stabilization Account for
inclusion in the Adjusted Gross Revenue for any fiscal year of the Drainage and Wastewater

System. Such deposits or withdrawals may be made up to and including the date ninety (90)

days after the end of the fiscal year for which the deposit or withdrawal will be included as -

Adjusted Gross Revenue.

No deposit of Gross Revenue shall be made into the Rate Stabilization Account to the
extent that such deposit would prevent the City from meeting the Coverage Requirement in the
relevant fiscal year.

Section 25. Defaults and Remedies.

(a) Events of Default. The followihg shall constitute “Events of Default” with respect to

the Bonds:

(1) If a default is made in the payment of the principal of or interest on any of the
Bonds when the sanie shall become due and payable; or

(2) If the City defaults in the observance and performance of any other of the
covenants, conditions and agreements on the part of the City set forth in this ordinance or in any
Parity Bond Ordinance (except as otherwise provided herein or in such Parity Bond Ordinance)

and such default or defaults have continued for a period of six months after they have received
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from the Bondowners’ Trustee (as defined below) or from the Registered aners of not less than
twenty-five percent (25%) in principal amount of the Parity Bonds, a written notice specifying
and demanding the cure of such default. However, if the default in the observance and
performance of any other of the covenants, conditions and agreements is one which cannot be
completely remedied within the six (6) months after written notice has been given, it shall not be
an BEvent of Default with respect to the Bonds as long as the City has taken active steps within
the six (6) months after written notice has been given to remedy the default and is diligently
pursuing such remedy.

(b) Bondowners’ Trustee. So long as such Event of Default has not been remedied, a

bondowners’ trustee (the “Bondowners’ Trustee”) may be appointed by the Registered Owners
of twenty-five percent (25%) in principal amount of the Parity Bonds, by an instrument or
concurrent instruments in writing signed and acknowledged by such Registered Owners of the
Parity Bonds or by their attorneys-in-fact duly authorized and delivered to such Bondowners’
Trustee, notification thereof being given to the City. That appointment shall become effective
immediately upon acceptance thereof by the Bondowners’ Trustee. Any Bondowners’ Trustee
appointed under the provisions of this Section 25 shall be a bank or tfust company organized
under the laws of the State of Washington or the State of New York or a national banking
association. The bank or trust company acting as Bondowners’ Trustee ﬁay be removed at any
time, and a successor Bondowners’ Trustee may be appointed, by the Registered Owners of a
majority in principal amount of the Paﬁty Bonds, by an instrument or concurrent instruments in
writing signed and acknowledged by such Registered Owners of the Bonds or by their attorneys-
in-fact duly authorized. The Bondowners’ Trustee may require such security and indemnity as
may be reasonable against the.costs, expenses and liabilities that may be incurred in the
performance of its duties.

In the event that any Event of Default in the sole judgment of the Bondowners’ Trustee is
cured and the Bondowners’ Trustee furnishes to the City a certificate so stating, that Event of

Default shall be conclusively deemed to be cured and the City, the Bondowners’ Trustee and the
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Registered Owners of the Parity Bonds shall be restored to the same rights and position which
they would have held if no Bvent of Default had occurred.

The Bondowners’ Trustee appointed in the manner herein provided, and each successor
thereto, is declared to be a trustee for the Registered Owners of all the Parity Bonds and is
empowered to exercise all the rights and powers herein conferred on the Bondowners’ Trustee.

(c) Suits at Law or in Equity. Upon the happening of an Event of Default and during

the continuance thereof, the Bondowners’ Trustee may, and upon the written request of the
Registered Owners of not less then twenty-five percent (25%) in principal amount of the Parity
Bonds outstanding shall, take such steps and institute such suits, actions or other proceedings, all
as it may deem appropriate for the protection and enforcement of the rights of the Registered
Owners of the Parity Bonds, to collect any amounts due and owing to or from the City, or to
obtain other appropriate relief, and may enforce the specific performance of any covenant,
agreement or condition contained in this ordinance or in any of the Parity ands.

Nothing contained in this Section 25 shall, in any event or undér any circumstance, be
deemed to authorize the acceleration of maturity of principal on the Parity Bonds, and the
remedy of acceleration is expressly denied to the Registered Owners of the Parity Bonds under
any circumstances including, without limitation, upon the occurrence and continuance of an
Event of Default.

Any action, suit or other proceedings instituted by the Bondowners’ Trustee hereunder
shall be brought in its name as Bondowners’ Trustee and all such rights of action upon or under
any of the Parity Bonds or the provisions of this ordinance may be enforced by the Bondowners’
Trustee without the possession of any of those Parity Bonds and without the production of the
same at ahy trial or proceedings relative thereto except where otherWise required by law. Any
such suit, action or proceeding instituted by the Bondowners’ Trustee shall be brought for the
ratable benefit of all of the Registered Owners of those Parity Bonds, subject to the provisions of
this ordinance. The respective Registered Owners of the Parity Bonds, by taking and holding the

same, shall be conclusiveiy deemed irrevocably to appoint the Bondowners’ Trustee the true and
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lawful trustee of the respective Registered Owners of those Parity Bonds, with authority to
institute any such action, suit or proceeding; to receive as trustee and deposit in trust any sums
becoming distributable on account of those Parity Bonds; to execute any paper or documents for
the receipt of money; and to do all acts with respect thereto that the registered owner himself or
herself might have done in person. Nothing herein shall be deemed to authorize or empower the
Bondowners’ Trustee to consent to accept or adopt, on behalf of any Registered Owner of the
Parity Bonds, any plan of reorganization or adjustrﬁent affecting the Parity Bonds or any right of |
any Registered Owner thereof, or to authorize or empower the Bondowners’ Trustee to vote the
claims of the Registered Owners thereof in any receivership, insolvency, liquidation, bankruptcy,
reorganization or other proceeding to which the City is a party.

(d) Application of Money Collected by Bondowners’ Trustee. Any money collected

by the Bondowners’ Trustee at any time pursuant to this Section 25 shall be applied in the
following order of priority:

(i) first, to the payment of the charges, expenses, advances and
compensation of the Bondowners’ Trustee and the charges, expenses, counsel fees,
disbursements and compensation of its agents and attorneys; and

(i)  second, to the payment to the persons entitled thereto of all installments
of interest then due on the Parity Bonds in the order of maturity of such installments and, if the
amount available shall not be sufficient to pay in full any installment or installments maturing on
the same date, then to the payment thereof ratably, according to the amounts due thereon to the
persons entitled thereto, without any discrimination or preference; and

(iii)  third, to the payment to the persons entitled thereto of the uﬁpaid
principal amounts of any Parity Bonds which shall have become due (othe.r;than Parity Bonds
previously called for redemption for the payment of which money is held pursuant to the
provisions hereto), whether at maturity or by proceedings for redemption or otherwise, in the
order of their due dates and, if the amount available shall not be sufficient to pay in full the

principal amounts due on the same date, then to the payment thereof ratably, according to the
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principal amounts due thereon to the persons entitled thereto, without any discrimination or

preference.

(e) Duties and Obligations of Bondowners’ Trustee. The Bondowners’ Trustee shall
not be liable except for the performance of such duties as aré specifically set forth herein.
During an Event of Default, the Bondowners’ Trustee shall exercise such of the rights and
powers vested in it hereby, and shall use the same degree of care and skill in its exercise, as a
prudent person would exercise or use under the circumstances in the conduct of his or her own
affairs. The Bondowners’ Trustee shall have no liability for any act or omission to act hereunder
except for the Bondowners’ Trustee’s own negligent action, its own negligent failure to act or its
own willful misconduct. The duties and obligations of the Bondowners’ Trustee shall be
determined solely by the express provisions of this ordinance, and no implied powers, duties or
obligations of the Bondowners’ Trustee shall be read into this ordinance.

The Bondowners’ Trustee shall not be required to expend or risk its own funds or
otherwise incur individual liability in the performance of any of its duties or in the exercise of
any of its rights or powers as the Bondowners’ Trustee, except as may result from its own
negligent action, its own negligent failure to act or its own willful miséonduct.

The Bondowners’ Trustee shall not be bound to recognize any person as a Registered
Owner of any Bond until his title thereto, if disputed, has been established to its reasonable
satisfaction. |

The Bondowners’ Trustee may consult with counsel and the opinion of suéh counsel shall

be full and complete authorization and protection in respect of any action taken or suffered by it

hereunder in good faith and in accordance with the opinion of such counsel. The Bondowners’

Trustee shall not be answerable for any neglect or default of any person, firm or corporation
employed and selected-by it with reasonable care.

(f) Suits by Individual Bond Owners Restricted. Neither the Registered Owner nor

the beneficial owner of any one or more of Parity Bonds shall have any right to institute any

action, suit or proceeding at law or in equity for the enforcement of same unless:
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(i) an Event of Default has happened and is continuing; and

(ii)  a Bondowners’ Trustee has been appointed; and

(iii)  such owner. previously shall have given to the Bondowners’ Trustee
written notice of the Event of Default on account of which such suit, action or proceeding is to
be instituted; and

(iv)  the Registered Owners of twenty-five percent (25%) in principal amount
of the Parity Bonds, after the occurrence of such Event of Default, has made written request of
the Bondowners’ Trustee and have afforded the Bondowners’ Trustee a reasonable opportunity
to institute such suit, action or proceeding; and

(v)  there have been offered to the Bondowners’ Trustee security and
indemnity satisfactory to it against the costs, expenses and liabilities to be incurred therein or
thefeby; and

(vi)  the Bondowners’ Trustee has refused or neglected to comply with such
request within a reasonable time.

No Registered Owner or beneficial owner of any Parity Bond shall have any right in any
manner whatever by his action to affect or impair the obligation of the City to pay from the Net
Revenue the principal of and interest on such Parity Bonds to the respective Registered Owners
thereof when due.

(g) Failure to Comply With Undertaking. Notwithstanding anything in this Section 25

to the contrary, the failure of the City or any 'obligated person to qomply with the Undertaking | ,
adopted by the Bond Resolution pursuant to Section 18 shall not constitute an Event of Default
under this ordinance, the Bond Resolution or the Bonds, and the sole remedy of any holder of a
Bond shall be to seek an order of specific performance from an appropriate court to compel the
City to comply with the Undertaking.

Section 26. Execution of Refunding Plan.

(a) Appointment of Refunding Trustee. Consistent with the applicable requirements of

the Refunded Bond Legislation and any applicable agreements with Bond Insurers, the Director
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of Finance may serve as, or appoint the Refunding Trustee for each series of Bonds, which
service or appointment shall be confirmed by the Bond Resolution.

(b) Use of Bond Proceeds; Acquisition and Substitution of Acquired Obligations. For

each series of Bonds, sufficient proceeds of the sale of the Bonds shall be deposited immediately
upon the receipt thereof with the Refunding Trustee and used to pay the amounts required by the
Refunding Plan to discharge the obligations of the City with respect to the applicable Refunded
Bonds. The Refunding Plan shall be carried out, and proceeds of the Bonds sh’all'be applied, in
accordance with this ordinance, the respective Refunded Bond Legislation, the Bond Resolution
and the laws of the State. To the extent practicable, such obligations shall be discharged fully by
the Refunding Trustee’s simultaneous purchase of the Acquired Obligations, bearing such
interest and maturing as to principal and interest in such amounts and at such times so as to
provide, together with a beginning cash balance, if necessary, for the payment of the amount
required to be paid by the Refunding Plan. The Acquired Obligations shall be listed and more
particularly described in a schedule attached to the Refunding Trust Agreement, and shall be
subject to substitution as set forth therein. Any surplus money resulting from the sale, transfer,
other disposition or redemption of the Acquired Obligations and the substitutions therefor shall
be released from the trust estate and transferred to the Water Fund to be used for any lawful
purpose.

(¢) Administration of Refunding Plan. The ‘Refunding Trustee is authorized and

directed to purchase the Acquired Obligations (or :subsfitute obligations) and to make the
payments required to be made by the Refunding Plan from the Acquired Obligations (or
substitute obligationé) and money deposited with the Refunding Trustee pursuant to this
ordinance. All Acquired Obligations (or substitute obligations) and the money deposited with
the Refunding Trustee and any income therefrom shall be held irrevocably, invested and applied
in accordance with the provisions ‘of the Refunded Bond Legislation, this ordinance, the Bond
Resolution, chapter 39.53 RCW and other applicable stétutes of the State of Washington and the

Refunding Trust Agreement. All necessary and proper fees, compensation and expenses of the
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Refunding Trustee and all other costs incidental to the setting up of the escrow to accomplish the
refunding of the Refunded Bonds and costs related to the issuance and delivery of the Bonds,
including bond printing, verification fees, Bond Counsel’s fees and other related expenses, shall
be paid out of the proceeds of the Bonds.

(d) Authorization for Refunding Trust Agreement. To carry out the Refunding Plan

for each series of Bonds, the Director of Finance is authorized and directed to execute and
deliver to the Refunding Trustee, in connection with each series of BondsA, a Refunding Trust
Agreement substantially in the form approved by the Bond Resolution setting forth the duties,
obligations and responsibilities of the Refunding Trustee in connection with the payment,
redemption and retirement of the Refunded Bonds as provided herein and in the Bond
Resolution,

Section 27. Call for Redemption of the Refunded Bonds. As a part of the

Refunding Plan, the City may in the Bond Resolution call the Refunded Bonds for redeinption.
Such call for redemption of the Refunded Bonds shall specify the Refunded Bonds, call dates
and redemption prices, and shall be irrevocable after the delivery to the initial purchaser of the
applicable series of Bonds. The dates on which the Refunded Bonds are called for redemption
shall be, in the judgment of the Director of Finance, the earliest practical dates on which those
bonds may be called for redemption.

The proper officials of the City are authorized and directed to give or cause to be given
such notices as required, at the times and in the manner required pursuant to the applicable
Refunded Bond Legislation in order to effect the redemption prior to maturity of the Refunded
Bonds.

Section 28.  City Finding with Respect to Refunding. With respect to each series of

Bonds, the Refunding Plan shall be carried out only if the City finds and determines in the Bond
Resolution that the money to be deposited with the Refunding Trustee will discharge and satisfy
the obligations of the City with respect to the Refunded Bonds under the applicable Refunded

Bond Legislation, and the pledges, charges, trusts, covenants and agreements of the City therein
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made or provided for as to the Refunded Bonds, and that the Refunded Bonds shall no longer be
deemed to be outstanding under such legislation immediately upon the deposit of such money
with the Refunding Trustee.

Section 29.  General Authorization. The Mayor and the Director of Finance of the

City and each of the other appropriate officers of the City are each authorized and directed to do
everything as in their judgment may be necessary, appropriate or desirable in order to carry out
the terms and provisions of, and complete the transactions contemplated by, this ordinance.. In
particular, and without limitation, the Director of Finance may, in his or her discretion and
without further action by the City Council, (i) issue requests for proposals for underwriting or
financing facilities and execute engagement letters with underwriters, bond insurers or other
financial institutions based on responses to such requests, (ii) deem final and approve the
distribution of any preliminary official statement or official statement relating to the Bonds, (iii)
comply with any continuing disclosure requirements applicable to the Bonds and (iv) change the
Bond Registrar or any securities depository appointed for the Bonds. |

Section 30.  Severability. The provisions of this ordinance are declared to be separate
and severable. If a court of competent jurisdiction, all appeals having been exhausted or all
appeal periods having run, finds any provision of this ordinance to be invalid or unenforceable as

to any person or circumstance, such offending provision shall, if feasible, be deemed to be

modified to be within the limits of enforceability or validity. However, if the offending provision |

cannot be so modified, it shall be null and void with respect to the particular person or
circumstance, and all other provisions of this ordinance in ali other respects, and the offending
provision with respect to all other persons and all other circumstances, shall remain valid and
enforceable.

Section 31.  Ratification of Prior Acts. Any action taken consistent with the

authority but prior to the effective date of this ordinance, including, if applicable, but not limited
to issuing requests for proposals for financing or underwriting services, executing engagement

letters for financing or underwriting services based on responses to such requests, giving notices
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of the sale of Bonds, adopting the Bond Resolution, executing contracts, making fund transfers
and paying warrants, is ratified, approved and confirmed.

Section 32. Headings. Section headings in this ordinance are used for convenience
only and shall not constitute a substantive portion of this ordinance.

Section 33.  Effective Date. This ordinance shall take effect and be in force thirty (30)

days from and after its approval by the Mayor, but if not approved and returned by the Mayor
within ten (10) days after presentation, it shall take effect as provided by Municipal Code
Section 1.04.020.

Passed by the City Council the U day of ;pgﬂ mpc 2005, and signed by me in

open session in authentication of its passage this 2455 day of Cy,.@%pm _, 2005.

of the City Council

o

Approved by me this .2 *

Filed by me this.. im( day of /)/ '%//b@l 2005 .
y \./ * N

(SEAL)
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(&\;T» City of Seatﬂe

Gregory J. Nickels, Mayor

Office of the Mayor
August 30, 2005

Honorable Jan Drago
President

Seattle City Council
City Hall, 2™ Floor

Dear Council President Drago:

T am pleased to transmit the attached proposed Council Bill that provides authorization for the
refunding of Seattle Public Utilities’ Drainage and Wastewater revenue bonds. The authorization,
which covers both outstanding bonds and bonds to be issued in the future, will remain in effect for
ten years. The City Council approved similar legislation for general obligation bonds last year,
which resulted in a $3.4 million present value savings.

Interest rates in recent years have been unusually volatile. There have been times when this has
made it difficult for the City to access the bond market in the timeliest, most advantageous, manner
because of the long lead time required for the passage of refunding legislation on a case-by-case
basis. The proposed legislation requires the Director of Finance to notify the City Council in writing
at least ten days prior to any refunding bond issue, confirming that the proposed refunding meets the
requirements of applicable City financial policies. As is the case in all of the City's bond issues, the
Council must pass a Resolution accepting the terms of the refunding at the time the bonds are issued.

The refunding authorization proposed in this Bill will make it possible for the City to react in a more
timely manner when conditions in the bond market present refunding opportunities, thereby

maximizing potential savings. Thank you for your consideration of this legislation. Should you
have questions, please contact Michael van Dyck at 684-8347. '

GREG LS é\

Mayor of Seattle

cc: Honorable Members of the Seattle City Council

600 Fourth Avenue, 7% Floor, P.O. Box 94749, Séattle, WA 98124-4749
Tel: (206) 684-4000, TDD: (206) 684-8811 Fax: (206) 684-5360, Email: mayors.office@seattle.gov
An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon req
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EXHIBIT A
CITY OF SEATTLE
Outstanding Drainage and Wastewater Parity Bonds
Drainage & Wastewater Utility Revenue Bonds
Issue Name * Dated Date Original Par ~ Outstanding Balance Bond Legislation
Amount 6/30/05
Drainage and Wastewater Utility Improvement and 12/1/1995 $40,390,000 $33,660,000 Ordinance 117875 and
Refunding Revenue Bonds, 1995 i ‘Resolution 29260
Drainage and Wastewater Revenue Bonds, 1998 5/15/1998 $24,170,000 $21,150,000 Ordinance 118974 and
Resolution 29765
Drainage and Wastewater Revenue Bonds, 1999 10/1/1999 $55,000,000 $50,780,000 Ordinance 119620 and
Resolution 30039
Drainage and Wastewater Revenue Bonds, 2001 7/1/2001 $60,680,000 $57,585,000 Ordinance 120386 and
Resolution 30347
Drainage and Wastéwa(er Revenue and Refunding 12/1/2002 $78,550,000 $76,010,000 Ordinance i20386, Ordinance
Bonds, 2002 120965 and Resolution 30548
Drainage and Wastewater Revenue Bonds, 2004 10/28/2004 $62,010,000 $62,010,000 Ordinance 121551 and
Resolution 30716
-1-
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Form revised December 9, 2004

FISCAL NOTE FOR NON-CAPITAL PROJECTS

Department: Contact Person/Phone: DOF Analyst/Phone:

| SPU/DOF | Nick Pealy/684-7646 | Michael Van Dyck/684-8347 |
Legislation Title:

AN ORDINANCE relating to the drainage and wastewater system of The City of Seattle;
authorizing the issuance and sale of drainage and wastewater system revenue bonds, in
one or more series, for the purpose of paying all or part of the costs of refunding certain
of the City’s drainage and wastewater system revenue bonds and issuing and selling the
bonds; providing for terms, covenants and manner of sale of the bonds; describing the lien
of the bonds; and providing for agreements and activities in connection with the disposition
of the proceeds of the bonds.

e Summary of the Legislation: This legislation provides authorization for the refunding of
Seattle Public Utilities’ outstanding and future Drainage & Wastewater System revenue
bonds for a period of ten years.

e Background: Market interest rates in recent years have been unusually volatile.
When rates fall, substantial savings may be realized if the City can act quickly to
refund (refinance) its outstanding bonds. When a refunding opportunity emerges,
there may not be sufficient time for the City to follow its normal process of drafting,
reviewing, and adopting an authorizing ordinance. The attached legislation authorizes
the City to refund any of its outstanding Drainage & Wastewater System revenue
bonds. Council approved similar legislation for general obligation bonds last year
which resulted in a $3.4 million present value savings. This legislation would provide
the same opportunity to SPU. Having in place a continuing authorization to refund
outstanding bonds will enhance the ability of the City to schedule and structure its
refunding bond issues so as to maximize the potential savings.

Refundings are guided by the Council-adopted Debt Management Policies. The City’s
Finance Director will notify the City Council President at least 10 days in advance of any
refunding of Drainage & Wastewater revenue bonds authorized by this ordinance.

e Please check one of the following:

This legislation does not have any financial implications. (Stop here and delete the
remainder of this document prior to saving and printing.)
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Michael van Dyck | \
8/22/05 .
DOF DRAIN 2005 Refunding Bonds.ORD
Version #:2

X__ This legislation has financial implications. (Please complete all relevant sections that
follow.)

e What is the financial cost of not implementing the legislation? This legislation enables
the City to act quickly despite the unpredictable nature of interest rates. There are
frequently market conditions under which a two or three week delay could cost many
millions of dollars in lost refunding savings. ‘

¢ What are the possible alternatives to the legislation that could achieve the same or
similar objectives? There are no other alternatives that would achieve the same objective.

o Is the legislation subject to public hearing requirements: No.

o Other Issues: The legislation enhances existing controls over the refunding process.
At least 10 days prior to any refunding bond issue, the proposed legislation requires
the Director of Finance to notify the City Council in writing issue that the proposed
refunding meets the requirements of applicable City financial policies. As is the case
in all of the City's bond issues, the Council must pass a resolution accepting the terms
of the refunding issue at the time the bonds are issued.
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STATE OF WASHINGTON - KING COUNTY

190654 No.
CITY OF SEATTLE,CLERKS OFFICE

Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed
notice, a

CT:121938 ORDINANCE
was published on
10/07/05

The amount of the fee charged for the foregoing publication is the sum of $3,556.04, which

amount has been paid in full. / W

Subscribed and sworn fo beforéwme on

10/07/05 ‘ W
T—

Notary public for'the State of Washington,
residing in Seattle

Affi’dayit of Publicaﬁdi}_




AN ORDINANC
age and wastewater 8\{
Seattle; authorizing the ale
of drainage and wastewater sry"etem revenue I
bonds, in one or more aeries, for the purpose |
of paying all or part of the coats of refunding '
certain of the City's drainage and wastewater
- gyatem revenue bonds and issning and gell- %
ing the bonds; Froviding for terms, covenants |
and manner of sale of the bonds; describing
the lien of the bonds; and providing for agree-
ments and activitiés in connection with the |
disposition of the proceeds of the bonda. |
WHEREAS;: The: City of Seattle (the \
“City”) owns, maintains and operates a sys- s
tem of sanitary sewerage and storm and sur- |
face water drainage ag part of Seattle Public |
Utilities” (the “Drainage and Wastewater
Syatem”); and

WHEREAS, the City issued drainage and

"wastewater system revenue bonda pursuant
ta the ordinances and resolutions set forth in,|
Exhibit A to this ordinanece (the “Outstanding |
Parity Bonds?); and : :

WHEREAS, the City has determined
that it is'in the beat intereat of the City to
authorize the issuance and sale, subject to
the provisions of this ordinance, of drainage

“and wastewater system refunding révenue
bonda (collectively, the “Bonda”), in one or
more series, for the purpose of paying all or
part of the coat of refunding all or a portion
of the Outstanding Parity Bonds, the Bonds |
and certain drdinage and wastewater aystem

‘revenue bonds hereafter issued (collectively,
the “Refundable Bonda”) and of paying all or
part of the coats of issuance and'sale of the
Bonds; and

WHEREAS, the City from time to
time will receive; review and adopt a plan
to 'refund ‘welected maturities of those

em ol ;1 I
igsuance and sale

'mining compliance with the ]
‘ Reguireme‘m and conditions for the issuance
of K

State of Washin

(b) the principal of all outstandin, Serial %
Bonds due in such calendar year; an !

| “the

tiea. vy tne: Payment. agreement and.that
ricing mechaniem or index specified

(o) the Sinking Fund Requirement, if any, 1.__ by the Payment Agreement ia the same as

for such calendaryear.
For purposes of this definition, the prin-

~cipal and interest portions of the Accreted

Valile of Capital Appreciation Bonds becom-
ing due at maturity or b{ virtue of a Sinking |
Fund Requirement shall be included in the
¢caleulations of accrued and unpaid and aceru:
ing interest or principal in such manner and|
diring such period of time aa is specified in |
any Parity Bond Ordinance authorizing such |

Capital Appreciation Bonds.

For purposes of calculating and deter:
Resgerve

uture Parity Bonds and/or entering into

Parity Payment Agreements the following
shall apply:

1. Generally. Except as otherwise pro-
vided by subpara mp,i\,Z with respect to
Vatiable Intérest Rate Bonds and by sub-

Refundable Bonds, which selected maturi- Earagraph 3 below with respect to Parity

ties will be identified in the Bond Resolutions
(hereinafter defined); and }

WHEREAS, this ordinance will allow the
refiinding of any Refundable Bonds only if the
refunding i8 {a) consiatent with City financial
policies in effect at the time of the proposed
refunding and (b) approved by resolution of
the City Couneil; NOW, THEREFORE, i

BEIT ORDAINED BY THE CITY OF !

SEATTLE AS FOLLOWS: !

Sectionl, Definitions. As!
used in thia ordinance the words hereinafter:
defined shall have the meanings set forth in
thig section. ;
“Accreted Value” means %{) with respect\
to any Capital Appreciation Bonds, as ot the |

time of calcilation, the sum of the amount |
get forth in the ordinance or Bond Regolution |
authorizing the Capital Appreciation Bonds |
ag the amount representing the initial prin- |
cipal amount of such Capital Ai)precmuon !
Bonds plus the interest accumulated, com- |
poiinded and unpaid thereon aa of the most .
“recent compounding date, or (b) with respect
to Original Tastie Discount Bonds, as of the |
date of calculation; the amount represent-

onds with respect to which 'a Payment
‘Agreement ig in force, interest on any issue

of Parity Bonda shall be calculated based on
e

the actual amount of accried, accreted or oth-
“erwise accumulated interest that is payable
in‘respect of that issie taken asa whole, at
the rate or rates set forth in the applicable
Parity Bond Ordinance. : o

onds; The amount of interest deemed to be
gayable on any issue of Variable Interest Rate

onds shall be calculated on the assumption
that the intereat rate on those bonds wotild b
equal to the rate that ia ninety percent (90%)
of the average RBI during the four calendar
quarters preceding the quarter in which the
caleulation'is made. e

Bonds Wi

terest o]
reemeént ig i

- egpect
icha

Force

to
.which a Payment Agreemeént is in force shall
be baged on the net economid efféct on the
‘City expected to be produced by the terms

of the Parity Bonds and the terms of the
Payment Agreement, including but not limit-

ed to the effects produced by the following: (a)
1 Parity Bonds that would, but for a Payment

ing the initial public offering price of dtich "Ag’reement, be treated as obligations bear-

Original Issue Discount Bonds plus the

ing intereat at a Variable Inteérest Rate

amount of the discounted principal which |'iysiead shall be treated as obligations bear-

has accreted aince the date of issue; in each
case the Accreted Value shall be determined

“in accordance with the provisiongof the ordi-
nance or. Bond Redolution authorizing the
isguance of giich bonda.

“Acquired  Obligations” means those
Government  Obligations ‘purchased to
accomplish the refunding of the Refunded
Bonds, consistent with the Refunded Bond
Legislation and any applicable agteements
with providers of Qualified Insurance or
Alternate Security.

“Adjusted Gross Revenue” means, for:
any period, Gross Revenue plus wlthdrawals}
‘from the Rate Stabilization Account made;
diiring that period, and lees deposits into
the Rate Stabilization Account made during
that period. :

“Adjusted Net  Revente” _means
Adjusted Groas Revenue less Operating and
Maintenance Expense.

“Alternate Security” meand any insur-
ance policy; collateral, gectirity, letter of cred-
it; ataridby bond purchase agreement, guar-
‘anty, surety bond, line of credit or similar

“eredit enhancement device providing for or
gecuring the payment of the principa of and
interest on Parity Bonds, regarding the use
of which the City receives (a) the approval of
any Bond Insurer, and (b) written confirma:

{ tion from Moody's and S&P ta the effect that
the use of asiich Alternate Security will not
cause a reduction in any then-existing rat-

" ingg for any of the Parity Bonds.

‘“Annual Debt Service” for any calendar
ear means the sum of the amounts required
i guch ealendar year to pay:

(ag the interest due in such calendar year
on’all Parity Bonda outatanding, excluding
intereat to be paid from the proceeds of the
sale of Parity Bonda or other bonds; and

“ing interest at a fixed interest rate, and (b)
Parity Bonds thdt would, biit for'a Payment
‘Agreement, be treated as obligations bear-
ing interest at a fixed intereat rate instead
ghall be treated as obligations bearing inter-
est at a Variable Interest Rate. Accordingly,
the amount of interest deemed to be payabi:a
on‘dny Parity Bonda with respect to whicha
Payment Agreement is in force shall be an
amount equal to the amount of interest that
would be payable at the rate or ratesstatedin
those Parity Bonds plits Payment Agreement
Paymeénts  minug Payment @Agreement
Receipts. For the purposes of calculating as
nearly as practicable Payment Agreement
Receipta and Payment Agreement Payments
under'a Payment Agreement that inclidega
variable rate component determined by ref:
erence to a pricing mechaniam or index that
is not the same ag the'pricing mechanism or
index used to determine the variable rate
interest component on the Parity Bonds to
iwhich the Payment Agreement is related, it

lcalculating Payment Agreement Payments
will be equal to 106% of the fixed rate speci-

PR

i
|
!

|

|

2. Interest on Variable Interest Rate

a 1)
Debt service on Parity Bonds with respect to

shall be assumed that the fixed rate used in !

i | the gricing mechanism or index specified |

by the Parity Bonds. Notwithstanding the ;
other Kmvisions of this subparagraph 3, the
| City shall niot be required to'(but may in its
discretion) take into ‘account in determin:
ing Annial Debt Service the effects of any
Payment Agreement that has a term of ten
(10) years or less. ;

4. Parity Pavment Agreements. No
additional debt eervice shall be taken into
“accaunt with respeet to a Parity Payment
Agreement for any period during which
- Payment Agreement Payments on that Parity
Payment Agreement are taken into account
in determining 'Annual Debt Setvice on
related Parity: Bonds under subparagraph
3 of this definition. However, for/any. period’
during which Payiment Agreement Payments
are not taken into accourit in calculating
Annual Debt Service on any-outstanding
Parity Bonds because the Parity Payment
‘Agreement is not then relateéd to ‘any out-
standing Parity Bonds, payments on that
Parity Payment Agreement shall be taken
r into gecount by assuming:

* _(A) City Obligated to e Payments
| on Fi te. If the City is obligat-
ied to make Payment Agreement Payments
i 'based on a fixed rate and the Qualified
. Counterparty ig obligated to make payments
basged on a variable rate index, that payments
| by the City will be based on the dgsumed:
l fixed payor rate, and that payments by the
)

Qualified Counterparty will be based on a
rate equal to the dverage rate determined by
| the variable rate index specified by the Parity
| Payment Agreement during the four calendar
quarters precéding the quarter in which the
calculation is made, and : |

! City Obligated to Make Payments

j Egsei on Variable Rate Index. If the City
"ia obligated to make Payment Agreement |
Payments based on a variable rate index |
and the Qualified Counterparty is obligat-
ed to make payment based on a fixed rate;
¢ that payments by the City will be baged on
a rate equal to the average rate determined
by the variable rate index specified by the
Parity Payment Agreement during the four
calendar quarters preceding the quarter in
_ 'which the calculation ia made, and that the
Qualified Counterparty will make payments
baged on the fixed rate apecified by the Parity
Payment Agreement. .

—~
=

“Average Annual Debt Service” meansg, at
the time of calculation, the sum of the Annual
Debt Service remaining €o be paid to the last

“acheduled maturity of the'applicable igsue or
series of Parity Bonda divided by the nimber
of years such bonds are scheduled to rémain |

_outstanding. .

“Bond Counsel” medns a firm of lawyers:
nationally recognized aiid accepted ag bond |
coitngel and so employed by the City for any

purpoge under this ordindnce applicable to |

. the uage of that term.

. "Bond Insurance Policy” means a munici-
“pal bond new issile insurance policy issued by
\the Bond Insurer and approved by the City
: Council by the Bond Resolution or by ordi-
| nance, and guaranteeing the timely payment
“of principal of and interest on any issie of
i Parity Bonds in accordance with the terma
of that policy. ;

| “Bond Insurer” means an insirance com-
. pany or other financial inatitution that pro-
vides a Bond Insitrance Policy. i

- Page 2 of affidavit

gton, King County

“and storm drainage aystems (except proper:

:Depdrtment, Seattle Centér Department,
. Seattle Public Utilities Water System, City

‘Bond:Register” means the: books: or |
records maintained by the Bond Registrar for |
the piirpose of registration of the Bonds;

- “Bond Regiatrar” or “Registrar” means
the fiecal agency of the State of Washington,
or any sticcessor bond registrar selected by
the City, whoge duties include the regiatra-
tion and authentication 6f the Bonds, mainte-
nance of the Bonid Register, effecting transfer
of ownership of the Bonds, and paying the
principal of and premium, if any, and inter-

eat on the Bonds,

“Bond Resgolution” means the resolution |
or resolutions of the City Council adopted’
pursuant to thig ordinance to specify certain
additional ‘provisions of each geriea of the
Bonds and their sale:

. ."Bonds” 'means the refunding bonds|
issued in'one or more series from time to time
pursuant to, under the authority of and. for
the purposes provided in this ordinance:

“Capital Appreciation. Bonds” means
any revenue obligations of the Drainage and
Wastewater Syatem all or & portion of the
interest on which is compotinded and acelimu-
lated at the rates and on the dates set forth
in the ordinance or Bond Resolution authoriz-
ing those obligations and is payable only upon
redemption or on'the maturity date of such!
obligations. Obligationd which are issied as|
Capital Appreciation Bonds, hut later convert:
to obligationa on which interest is paid peri-|
odically, shall be Capital Appreciation Bonds
until the conversion date and thereafter shall |
no loriger bé Capital Appreciation' Bonds, but |
shall be treated ag having d principal amoitnt 1

equal to their Accreted Value on the conver-
gion date:

“City” means The City of Seattle
. Washington. i !

“City Council” means the City Council of‘:\
the City.

“Cade” means the Internal Revenue Code
of 1986, or any succesgor theréto, as it hag
been and mdy be amended from time tg time,
and regulations theretunder.

“Closing Date” means the date on whicha

seried of Bondg'ig delivéred to the initial pur-

-chaser or piirchagera thereof upon payment
in full therefor.

“Contract Resource Obligation” means |
an obligation of the City, designated ag a
;Contract Resotirce Obligation and entered
‘into: pursuant to Section 23 of this ordi:
narice, .

“Coverage Requirement” means; with
respect to the Parity Bonds, Net Revenue and
money from any other lawful soutrce at leaat
equal to 1.26 times the Average Annual Debt
Service. Upon the redemption or defeasaiice
of all of the then outstanding 1995 Bonds, {

|

“Coverage Requirenient” shall be defined

as follows: “Coverage Requirement” means.:
Adjusted Net Revenue at least equial (0 1.25 |
times Average Annual Debt Service. “

‘DTC” means The Depository Trust,
Company, New York, New York, as initial |
Securities Depository for the Bonds. i

“Drainage and Wastewater Fund” means }
the fitnd created by Ordinance 84390 and |
later renamed by Ordinance 114155. 1

“Drainage and  Wastewater Syatem” :
meang the drainage and wastewater system’ |
of the City, including the sanitary sewerage [

ties, interests, and rights under the juris-
diction of the City’s Parks and: Recreation

Light Department and Fleets and Facilities
Depattment), as the same may be added to,
improved and extended for as long as any
Parity Bonds are outstanding. Upon the
redemption or defeasance of all of the then
outstanding 1995 Bonds, “Drainage ‘and.
Wastewadter System” shall include any utilit
s))l'atems.o/ the City hereinafter combined wit

thé Drainage and Wastewalter System, biit iwot
any'separate utility system that may be cre-
ated; acquired or constructed by the City as
provided in Section 22 of this ordinance;

“Director of Finance” means the Director
of the Finance of the City, or any suecessor
thereto.

“Future Parity Bonds” means any andall
revenue bonds'and obligations of the Drainage |
and Wastewater System (other than the
Bonds) igstied hereafter the payment of the
principal'of and interest on which constitutes
a lien and charge itpon the Gross Revente on |
aparity with the lien'‘and charge upon such '

i'Gross Revenue for the Qutstanding Parity /|
Bonda and the Bonds. Future Parity Bonds

migy include Parity PaymentAgreements and

“any other obligations issued in compliance
with Section 17, ﬂ

“Government Obligations” means direct
~obligations of, or abligdtions’ the  prinéi-
pal of and interést on which are unedndi-
tionally guaranteed by, the United States

" Government.




pr ; by
rectly from the sale, lease
of any of the praperties, rights or F
of the Drainage and Waatewater Syste
Payment Agreement Receipts, to the extent
that such receipts are not offset by Payment
Agreement Payments; and (d) the investment
income earned on money: held in any fiind
or account of the City, including any bond
g'ede.mptioq funds and, the 'd¢counts there:
irf; in connection with the ownership and
operation of the Drainage and Wastewater
System, Gross Revenue doeg not include: %a)
‘insurance proceeds compensating the City for
the loss of & capital asset; (b) income derived
from investments irreyocably pledged: to
the payment of any defeased bonds payable
from Gross Revenue; (c) invéstment income
get apide for or edrned or money in any fund
or account created of maintained solely for
the purpose of complying with the arbitrage
rebate provisions of the Code; (d) any gifts,
grants, donationg or other funds received by
the City from any State or federal agency or
other person if siich gifts; grants, donations
or other funds are the subject of any limita:
tion'or reservation:imposed by the donor or
grantor or-imposed by law or administrative
regulation to which the donor or grantor-is.
subject, limiting the application of auch funds
in"a manner inconsistent with the applica:
tion of Gross Reévenue heretinder: (e)-tge pro-
ceeds of any borrowing for capital improve-

ments (or the refinancing theréof); (f) the |

proceeds of any liability or other insurance
(excluding business interruption insurance
or other insuirance of like natiire insilring
against the loss of revenues); and (g) general
ad valorem taxes, excise taxes and special
agsessments, incliding interest and penalties
thereon. Upon the redemption or defeasarice.
tg' all'of the then outstanding 1995 Bonds,
Gross Revenie also shall not inclide earn:
. ings of any separate utility system that niay be
created, acquired, or constructed by the Cily
purstiant o Section 22 of this ordinance.

- “Independent  Consulting: Engineer”
means the independent person(s).or firm(s)
selected by the City having a favorable rep-
utation for skill. and experience with drain-
age and wastewaler systems of compara:

. ble size and character to thé Drainage and
Wastewater System in such areas as and
relevant to the purposes for which they were

retained.”

“Letter ' of ' Representations” means,
for ‘each ‘series ‘of Bonds, the Letfer of
Repregentationa relating to the Bonds ta be
delivered by the City to DTC; o }

“Maximum Annual Debt Service” means; |

‘at the:time of ealculation;” the maximum’ |

-amount of Annual Debt Service which shall: ‘

become due in the current calendar year or |

in dany future calendar yeéaron any outstand: |
ing Parity Bonda; : :

.-“Moody’s”. ‘'means - Moady's Investors
Service; Inc: 5

“Net Revenue of the Drainage and
Wastewater System” ‘or “Net Revenue” |
‘means’ the Gross: Revenue less Operating
and Maintenance, Expense paid from Gross
. Revenue,

“Operating and Maintenance Expense”
meang all: reasonable ‘expenses incurred’
'by the/'City’ in’ calsing the. Drainage and
Wastewater System to be operated and main-
tained in'good repair, working order and con-
dition, including without limitation payments
(other: than: payments out of proceeds. of
Parity Bonds or other obligations ot issued
to dpay current ‘expenses: of - the Drainage
and. Wastewater System) into reasonable
reserved for.items of operating or majnte:
nance expense the payment of which is not
immediately required, payments of premiums
for ingiirance, if any, on the Drainage and|
Wastewater System, and any State-imposed
taxes, and also including all payments made
to another’municipal ‘corporation’ or other |
agency fo; treatment or disposdl of sewage,
but excluding depreciationi and amortization; ‘
.and any City taxes imposedor levied on the :
Drainage and Wastewater System or Grass |
.Revenite or payments in lieu of taxes payable |
from the Gross Revenue of the Drainage and |
Wastewater System, and payments of claims |
ior judgments. Accounting for those expenses |
ishall be in accordance with generally accept- |
ed accolinting principles: Upon the redeinp: |
:tlon'or defeasance of all of the then outstand-
ing 1995 Bonds; Operalting and'Maintenance |
Expense ‘also shall include ‘aniounts dice |
under ‘any  Contract: Resource Obligation |
‘under the conditions described in Séction 23"
of thisordinarce; o : oy
“Original Isaue Diddount Bonids” HidaHs"
reveniie oblisgations of the Drainage ‘and '
Wastewater System which are'sold at an ini-
tial public offering price of lesa than nine-
ty-five percent‘§95% of their face value and
which are specifically designated as Original
Issiie Discount Bonda by the ordinatnice or
Bond Regoliition under which ‘such obliga-
tiong are isgued.

“purpose of paying and securing the principal

|

ty Bonds” means the |
ds, 1998 andg, |

ge ana
Account, 1990 cre
in the Draindg

of and interest on Parity Bonds.

.“Parity Bond Ordinance” means any ordi-
narice or Borid Resolution passed or adopted
by the City Council providing for the issuance -
of Parity Bonds; and any other ordinance or
Bond Resolution amending or supplementing
the provisions of any Parity Bond Ordinance
as originally passed or adopted or as there:
tofore amended or supplemented:

“Parity Bonds” means the Out‘s\tanding
Parity Bonds, the Bonds and any outstand-
ing Future Parity Bonds. E

“Parity Payment Agrtement” means: &
Payment Agreement under which the City's
obligationa are expressly stated to consti-
tute a charge and lien'on the Net Revenue of
the Drainage and Wastewater System equal
in rank with the charge and lien upon such
Net Revenue required to be paid into the
Parity Bond Account to pay and secure.the -
payment of the principal of and interest on
Parity Bonds. ;

“Payment Agreement” meana a writ-
ten contract entered into, for the purpose of
managing or reducing the City’s exposure to
fluctuations or levels of interest rates or for
other interest rate; investment, agset or lia-

* bility management purposes, by the City and

s Qualified Counterparly on either acurrent
or forward basis ag authorized by any appli-
cable laws of the State in connection with, or
incidental to, the issuance; incurring or car-
rying of particular bonds; notes, bond antici-
pation notes; commercial paper or other obli-
gations for borrowed money, or lease, install-

" ment purchage or other similar financing
agreements or certificates of participation
therein, that provides for an exchange of:
payments baged on interest rates, ceilings
or floors on stch payments, options on such
pay| ts, or any. bination thereof or any
similar device:::

“Payment Agreement Payments” means
the amouits, periodically required to be paid
by the City to the Qualified Counterparty -
pursuant to'a Payment Agreement.

“Payment Agreement Receipts” means the
amolints periodically required to be paid by
the Qualified Counterparty to the City pur-
auant to a Payment Agreement.

“Parmitted Investments” means any legal
investment permitted for money of the City.

“Principal Amount” means, at the time of
calculation; (a) with respect to an{ Capital
Appreciation Bond, the Accreted Value there-
of (the difference between the stated amount
to be paid at maturity and the Accreted Value
being: deemed unearned interest), and (b) -
with respect to'any Original Issue Discount:
Bond, the Accreted. Value thereof; unless the
ordinance or Bond Resolution under which
stich obligation wag issued shall specify a dif-
ferent amount, in which case, the terma of the
ordinance or Bond Resolution shall control.

“Principal and ' Interest Subaccount”
means the subaccount of that name created
in.the Parity Bond Account by Ordinance
116098 for the payment of the principal of
and interest on Parity Bonds:

“Qualified Cotnterparty” means a party
(other than the City or a person related to
the City) who is the other party to a Payment
Agreement and who ig qualified to'act a8 the
o&xer party to'a Payment Agréement under:
any applicable laws of the State. :

“Qualified Insurance” means any munic-
ipal bond insurance policy or surety bond
igsiied by any insurance company licensed to
conduct an insitrance business in any state of
the United States (or by a service corporation
acting on behalf of one’or more such Ingur-:
ance companies) which ingurance company or
companies, as of the time of issuance of such
policy or surety bond, are rated in one ?f the
two highest rating categories by Moody's and
S&P or their comparably recognized business
succesgors, Ry

“Rate Stabilization Account” means the
account of that name previously established
by Section 26 of Ordinance 118974,

“Rating ‘Agencies” means Moody’s and
S&P; and their successors: and any other
nationally-recognized ' securities . rating
agency of agencies rating Parity Bonds at
the request of the City:

“RBI” means The Bond Buyer Revenue
Bond Index or comparable index; o if no

passage by the City Council of any supple-l‘
ordinance déemed nee: |

\

mental or amendato N
essary or desirable by the City for the pur-
pose of modifying, altering, amending, sup-
plementing or réscinding; in'any particular,
any of the terms or provisions contained in
thig ordinance; except that, inless approved
in writing by the Registered Owners of all
the Bonds then outstanding, nothing con-
tained in this Section shall permit; or be
construed as permitting:

I

" supplemental or amendatory ordinance is
“'authorizéd or ‘permitted by. this ordindnce

“ofywil

modifications and amendments.

: of reveniie abligations issued to purchase,

. sition; from facilities to be constructed, of ‘

- mine that; and may agree undera

~eommodity or service is being provided; or

(i) A change in the times, amounts or cir-
rency of payment of the principal of or inter-
est on any outstanding Bond, or a reducetion
in the principal amount or redemption price
of any outstanding Bond or a change in the
method of redemption or redemption price
f any outstanding Bond or a change in the

(i1) A preference or
Bonds over any other or F |
(i) A reduction in the aggregate prin-
cipal’amount of Bonds, the congent of the
Registered: Owners of Bonds of which is

required for any such supplemental or amen:
datory ordinance.

(2) If at any time the City shall adopt'any |

supplemental or amendatory ordinance for
any of the purposes of this subsection (¢}, the
Bond Registrar shall cause notice of the pro:
posed supplemental or amendatory ordinance
to be given by first class United States Mail
to all Registered Owners of the then out-
standing Bonds and to the Rating Agencies.
Such notice shall briefly set forth the nature
of the proposed supflemental or amendatory’
ordinance and shall state that a copy thereof
is on file at the office of the Bond Registrar
for inspection by all Registered Owners of the
outstanding Bonds:

Sa) Within two years after the date of the

mailing of such hotice, the City may adopt

such:” suppl taloria datory: ordi-

nance in eubstantiallr the: form’described
y

in'such notice; but only if there shall have
firat been delivered: to: the Bond Registrar
(i) the required consents; in writing; of the
Registered Owners of the Bonds, and (i) an
opinion of Bond Coungel, stating that sich

and; uimn the execiition and delivery there:

be valid and binding upon the: City
in aceordance with' its terma and will not
adversely affect: the exclusion from gross
income for federal income tax purposes of
interest on the Bonds:

(4) If Registered Owners of not less that
the: percentage: of Bonda required by thia
sitbgection (c) shall have consgented to and
afptoved the execution'and delivery there-
of ag herein provided, no owner of the Bonds
shall have any right to object to the adoption
of such’ supp tal or a datory ordi-
nance, or to object to any of the terms and
provisions contained therein or the operation
thereof, or in any manner to question the pro-
priety of the adoption thereof, or toenjoin or
réstrain the City or the Bond Regiatrar from
adopting the sime or from taking any action
pursuant to the provisions thereof;

(d) U‘)on the execution and delivery. of
any supplemental or amendatory ordinance
purauant to the provisions of this Section;
this ordinance. shall be, and be deemed to
be, modified and amended in: accordance
therewith; and the respective rights, duties
and obligations under thig ordinance of the
City, the Bond Registrar and all ownera of
Bonds then outstanding shall thereafter be |
deterinined, exercised and enforced under,
thig ordinance subject in all respects to such

Sectlon 22. Separate Utility Systems.
Upon the maturity, redemption or defedsance
of all the 1995 Bonds, the City may create,
acquire; construct, finance, own and operate
one or more additional systems for draindge
and wastewater or_other commodity or ger-
vice relating to the Drainage and Waatewater
System. The reventie of that separate util-
ity agyatem shall not be included in the Grose
Revenie and may be pledged to the payment

construct, condemn or otherwise acquire or
expand the separate utility system; Neither
the Gross Reveniie nor the Net'Revenue of
the Drainage and Wastewater Syastem ghall
be pledged by the City to the payment of any
obligations of a separate utility syatem except
(1) as a Contract Resource Obligation upon
compliance with Section 23 hereof and/or (2),
with respect to the Net Revenue, oh'a basis
subordinate to the lien of the Parity Bonds on
that Net Revenue,

he rate of interest:

g q fa yBygndor;]
Bon or 1

1

. to provide supply or transmission no later

. dance with the

Sectlon 23, Co. BOLL
icne: Upon the maturity, redemp- {
tion or defeasance of all the 1995 Bonds, the
City may at any timeé énter into one or more ’
Contract Resource Obligations for the acqui-

drainage and wastewater or otheér commod-
ity or service relating to the Drainage and |
astewater System. The: City may. deter-
ontract
Resource: Obligation: to provide: that: all
ayments: inder: that Contract Resource
bligation (incliding payments prior to the |
time that drainage and wastewater or other

during’ 8 suspension ‘or after: termination
of gupply or service) shall be an Operating
and Maintenance: Expense’ if the: follow-
in%requirements are met at the time such
a Contract Resource Obligation is entered |
into:

(a) No' Event of Default as defined in
Section 25 of this ordinance has occurred
and ig continuing.

|
|

(b). There shall be on file a certificate of |
an Independent Consulting Engineer stating
that (i) the payments to be made by the City
inconnéction with the Contract: Resource
Obligation are reasonable for the commod-
ity or gervice rendered; (ii) any facilities to
be constructed to' provide the commodity
or service are sound from a drainage and
wadtewater service or other commodity or
gervice planning standpoint, are technical-
ly and economically feasible in accordance
with prudent utility practice, and are likely

than a date set forth in the Independent
Consulting Engineer’s certification; and (iii)
the Adjusted Net Revenue (further ad)uate’d
by the Indegendent Consulting Engineer’s
estimate of the payments to be made in'accor-
ontract Resource Obligation)
for the five fiscal years following the year in
which' the Contract. Resource Obligation'is
inenrred; as such Adjusted Net Revenue is
estimated by the Independent Consulting
Engineer in accordance with the provisiona
of and adjustments permitted in Section 17(d)
of this ordinance, will be at least equal to the
Coverage Requirement.

Payments required to be made under |
Contract Reésource Obligations shall not be |
subject to acceleration. |

Nothing in’ this Section 23 shall be /

deemed to prevent the City from’ entering |
into other agreementa for the acquisition of l
drainage and wastewater servicea or other
comiriodity or setvice from: existing facili-
ties and: from treating those payments as
Operating: and:’ Maintenance Exgensea. }
Nothing in this Section 23 shall be deemed
to prevent the City from entering into other
agreements for the acquisition of drainage
and wagtewater services or other commodity
or ‘service from facilities to be conatricted
and from agreeing to make paymenta with
respect thereto, stich pu{‘menta constitutinga
lien and charge on Net Revenue subordinate
to the Parity Bonds:

Sectlon  24.  Rate Stablilization
Account,: The Rate Stabilization® Account
has been creatéd as a separate account
in the Drainage and Wastewater Fund. !
Upon the redemption or defeasance of all !
the 1996 Bonds, the Ci:}x may at any time, |
as determined by the City and as consis-
tent with Section 14(b), deposit in the Rate
Stabilization Account: Gross Revenue and
any other money received by the Drainage
and Wastewater System and available to be
used therefor, The City may withdraw any or
all of the money from the Rate Stabilization |
Account for inclusion in the Adjusted Gross
Revenue for any fiscal year of the Drainage
and: Wastewater: System. Such deposits or
withdrawalg may be made up to and includ-
ing the date ninety (90) daya after the end of
the fiscal year for which the depasit or with-
drawal will be included aa Adjusted Gross

" Revenue.

No deposit of Gross Revenite shall be
" 'made into the Rate Stabilization Accotnt
to the extent that aueh deposit would pre-
vent the City from meeting the Coverage
Requirement in the relevant fiscal year.

Section 25, Defaults and Remedies.

t.. The following
of Deéfault? with

a)
ghall: conatitute: “Events
regpect to the Bonda:

(1) If a default is made in the payment
of the principal of or interest on any of the
Bonds when the game shall become due and
payable;or ]

(2) If the City defaults in the observance
and performance of any other of the cov-
enants, conditions: and agreements on the
part of the City et forth in this ordinance
or in any Parity Bond Ordinance (except
aa otherwise provided herein:or in:sich
Parity Bond Ordinance):and such:default
or: defaults have continued: for a period of
six months after they have received from
the Bondownera’ Trustee (as defined below):|
or from the Registered Owners of not leas
than twenty-five percent (26%) in'principal:|
amount of the Parity Bonds, a written notice
specifying and demanding the cure of such
dl;fault. }Fowever. if the default in the obser-:i
vance and performance of any other of the |

. covenants, conditions and agreements is one' |
i whieh cannot be completely remedied with-
in: the six (6) months after written notice
has been given, it shall not be an: Event of
! Default with respect to the Bondas'as long a8 |
! the City haa taken active steps within the |
;- six (6) months after written notice has been
©given to remedy the default and ia diligently
pursuing such remedy.

; !
! (b) Bondowners’ Trustee. So long as: |
" such l‘gvent of Default hagnot been reme ied’ ii

‘ a_bondowners’ trustee (the “Bondownersa




P
. ment ()
. gigned and ackno e.dg;
I ‘Owners of the Parity Bonds or by their
" ‘neya-in-fact duly authorized and delivere
i to’such Bondowners' Truatee, notification
i thereof being given to the City. That appoint-
' ment. shall’ become effective immediately
upon acceptance theréof by the Bondowners'
Tristee: Any Bondowners' Trustee appoint-
ed under the provisions of this Section 26
shall be a bank or trust company organized
under the laws of the State of Washington or
the State of New York or a national banking
agsociation. The bank or triist company act:
ing as Bondowners' Trustee maébe removed
at any time, and a successor ondowners’
‘Trustee may be appointed, by the Registered
Owners of a majority in principal amount of
the Parity Bonds, by an.instrument or con-
current inatruments in writing signed and
“acknowledged by such Registered Ownerg of
"the Bonds or by their attorneys-in-fﬁct duly
‘authorized. The Bondowners’ Trustee may
“require such security and indemnity as may
be reagsonable against the costs, expenses and
“liabilities that may be incurred in the perfor-
'marnice of its duties.

_ Inthe event that any Event of Default in
_the sole judgmentof the %ondownera’ Trustee |
is cured and the Bondowners' Trustee fur-
nishes to the City a certificate so atating, that
: Bvent of Default shall be conclusively deemed
"ta be cured and the City, the Bondownera'
~Trustee and the Registered Owners of the
Parity Bonds shall be reatored to the same
“rights and position which they would have

held if no Event of Default had occurred.

The Bondownera' Trustee appointed in
the manner herein provided, and each suic-
cessor thereto, is declared to be a trustee
for the Registered Owners of all the Parity
Bonds and is empowered to exercige all the |
‘rights ‘and powers herein conferred on the
Bondaowners' Trustee.

(c) Suita at Law or in Equity. Upon the
happening of an Event of Default and dur-
ing the continuance thereof, the Bondowners'
Tristes may; and upon the written request of
the Registered Owners of not less then twen-
ty-five percent (25%) in principal amount

of the Parity Bonds outstanding shall, take

auch steps and inatitute such suits, actions or |
other proceedings, all as it may deem appro-
friate for the protection and enforcement of
he rights of the Registered Owners of the
Parity Bonds, to collect any amounts due and
owing to or from the City, or to obtain other
appropriate relief, and may enforce the spe-
cific performance of any covenant, agreement
/or candition contained inthis ordinance or in

“any of the Parity Bonds. !

Nothing contained in this Section 26
‘ghall, in any event or under any circum- |
‘atance, be déemed to authorize the acceler- |
ation of maturity of principal on the Parity |
“Bonds, and the remedy of acceleration is
expressly denied to the Regiatered Ownera
‘of the Parity Bonde under any circumstanc-
“es including, without limitation, upon the |
occurrence and continuance of an Event of |
' Default: , i

- Any action, suit or other proceedings insti- \
tuted by the Bondowners' Trustee hereunder
ahall be brotight in ita name as Bondowners’
Tristee and all such rights of action upon or

under aty of the Parity Bonds ot the provi-
siona of this ordinance may be enforced by
"the Bondowners’ Triistee without the posses-
sion of any of those Parity Bonds and without
the production of the aame at any trial or pro-
ceedings relative thereto except where other-
wise required by law. Any siich suit, action
of proceeding inatituted by the Bondowners'
:Trustee shal% be broiight for the ratable ben-
efit of all of the Regiatered Owniers of those
Parity Bonds, subject to the provisions of this
ordinance, The respective Regiatered Owners
“of the Parity Bonds, by taking and holding
the same;, shall be conclusively deemed irre-
“vacably to z:ﬂmint the Bondowners' Trustee
“the true and lawful trustee of the rea%ective
Registered Owners of those Pntit{ onds, I
with authority to institute any such action, |
“suit or proceeding; to receive as trustee and !
f'de{)osit in trist any sums becoming distribut:
able on account of those Parity Bonds; toexe- |
cute any paper or documents for the receipt of
money; and to do all acts with respect thereto |
that the registered owner himself or hergelf |
“might have done in person. Nothing herein |
-ghall be deemed to autharize or empower the
Bondowners' Trustee to consent to accept or
adopt, on behalf of any Registered Owner of |
the Parity Bonds, any plan of reorganization 1
or adjustment affecting the Parity Bonda or |
any right of any Registered Owner thereof, |
or to authorize or empower the Bondowners’ |
Trustee to vote the claims of the Registered
Owners thereof in any receivership, ingol-|
vency; liquidation; bankruptey, reorganizs-]
!
|

r

tion ‘or other proceeding to: which the City
_iga'party.

(d) Applicatioi of Money Collected by
Bondowners’ Trustee: Any money collected
by the Bondownerg’ Trustee at any time pur-

“stant to this Section 26 shall be applied in

the following order of priority: '\

(i) firat, to the payment of the charges,
expenses, advances and compensation of
the Bondowners' Trudtee and the charges,
expenges, counael fees, dighursements and
cogpensation of itg 'agents and attorneys;
an

(ii) second, to the payment to the pergons
entitled thereto of all inatallments of inter-
eat then due on the Parity Bondain the order
of maturity of such inatallments and, if the
amotint available ahall not be sufficient to
pay in full any installment or installments
maturing on the same date, then to the
paymeht thereof ratably, according to the
amolints due thereon to the persong entitled
thereto, without any discrimination or pref-
erence; and

(iii) third, to the payment to the gel’-\
i

soris entitled thereto of the unpaid principal
amounts of any Parity Bonds which shall
have become due (otheér than Parity Bonds
previously called for redemstion for the pay-
ment of which money is held purauant to the
provisions hereto), whether at maturity or by |
proceedings for redemption or otherwise, in 1
the order of their due dates and, if the amount
available shall not be sufficient to pay in full |
the principal amounts due on the same date,
then to the payment thereof ratably, accord-

. ing to the principal amounts due thereon to

the persona‘entitled thereto, witholit any dis:
crimination or preference.

(e) a 1 fons
Bondowners’ Trustee. The Bondowners' |
Truatee shall not be liable except for the per-
formance of auch duties as are specifically set |
forth herein. During an Event of Default, the |
Bondownera' Trustee shall exercise such of
the rights and powers vested in it hereby, and
shall: ige the same degree of care and akill
inits exercise, as a prudent perdon would
exercine or iise under the circumstances in \

the condiict ‘of his or her own affairs. The
Bondownera’ Truatee shall have no liabil-
ity for any act or omission to act herelinder

‘except for the Bondowners’ Trustee's own

negligent action, its own negligent failure to
act or ite own willful misconduct. The duties
and obligations of the Bondowners' Trustee

shall be determ y by the express pro-
visions of this ord| and no implied pow-
ers, duties or obl!  of the Bondownera'
Trustee shallbe into this ordinance:

The: Bonidowners! Trugtee shall not be |
required to expend or risk its own funds or
otherwige incur individual liability in the
performance of any of ita duties or in the
exercige of any of ifs righta or powers aa the
Bondowners' Trustee, except ag may reault
from its own negligent action, its own neg-
ligent failure to act or its own willful mis-
conduct:

The Bondowners’ Trustee shall  not
be bound to recognize any person as a
Registered Owner of any Bond until hia title
thereto, if disputed, haa been'eatablished to
its reasonable satisfaction.

-The Bondowners’ Trustee may conault
with counsel and the opinion of such coun-
sel shall be full and complete authorization
and protection in respect of any action taken
or suffered by it hereunder in good faith and
in decordance with the opinion of auch coun-
gel; The Bondownera’ Trustee shall not be
answerab}e for any neglect ot defaiilt of any
perdon, firm or corporation employed and
selected-by it with reagonable care.

D Sjﬁlﬁdﬂﬂlﬂd&!ﬂlﬂ&ﬂdﬂm
‘Restricted. Neither the Registered Owner

nor the beneficial owner of any one ot more of

‘Parity Bonds shall have any right to inatitute
any action, suit or proceeding at law or in
equity for the enforcement of same unless:

: (i) an Event of Default has happehed and
is continuing; and

(ii) a Bondowners’ Trustee has been
appointed; and

- (iii) such owner previoualy shall have
given to the Bondowners' Trustee written
notice of the Event of Default on decount of
which stich suit, action or proceedingistobe
inatituted; and

(iv) the Registered Ownera of twenty-
five percent (26%) in principal amount of the
Parity Bonds, after the occurrence of auch
Event of Default, has made written request!
of the Bondowners’ Trustee and have afford-
ed the Bondowners' Trustee a reasonable
opportunity to Institute auch euit, actionor
proceeding; and ‘ :

92 _;therg have been offered to the
Bondowners' Tristee security and indemnity
)aahs(acl'.o.ry to it againat the dosts, expenses
! In;n h!:ibllltleﬂ to be incurred therein or there-
yi an ,

|
- (vi) the Bondowners' Trustee has refused |
.or neglected to comply with auch request |
within a reasonable time: |
No Regiatered O wner or beneficial owner [
of any Parity Bond shall have any right in 1

any manner wh;
or impait the obligation of the
from the Net Revenue the :
interest on duch Parity Bonds to the respec- i

i

tive Regiatered Ownere thereof when due;




of the Cit

v or an
with the {Indeft{;kin’g, adop!

_ Resolution pursuant to Section 18 ahall not
: ‘constitite an’ Event of Default under this
ordinance, the Bond Resolution or the Bonds, |

and the sole remedy of any holder of a Bond
shall be to seek an order of specific perfor-
mance from an appropriate court to compel
the City to comply with the Undertaking.

Sectlon 26. Execution of Refunding
Plan,

(a) Appointment . of = Refunding
Trustee. Consistent. with the applica-
ble requirements of the Refunded Bond
Legislation and any applicable agreements
with Bond Insurers; the Director of Finarice
may: serve as, or appoint’ the Refupding
T.tustee for edch series of Bonds, which ger-
vice of appointment shall be confirmed by the
Bond Regoliition. |

¢ (b) Use of Bond Proceeds; Acquisition
‘and Substitution ' ‘of Acquired
Obligations, For each series of Bonds;
‘sufficient proceeds of the sale of the Bonds
shall be deposited immediately upon the
receipt thereof with the Refunding Trustee
and’ uged to p:i)y the ‘amounts required by
the Refunding Plan to discharge the obliga-
tiona of the City with respect to the appli-
cable Refunded Bonds. The Refunding Bran
shall be carried out, and proceeds of the
Bonda shall be applied, in accordance with
‘this ordinance, the respective Refunded
Bond Legialation, the Bond Resolution and
the Iawa of the State. To the extent practi-
cable, auch obligations shall be discharged

fully by the Refunding Trustee's simiiltane: |
‘ous purchage of the Acquired Obligations, \

bearing such intereat and maturing as to
principal and interest in such amounts and
at such times 2o ag to provide, together with
a:beginning cash balance, if necesaary, for
the payment of the amount required to be
paid by the Refunding Plan. The Acquired
Obligationd shall be liated and mare particu-
larly described in a achedule attachéd to the

Refunding Trust Agreement, and shall be |
aubject to substitution as set forth therein, |
~Any surplus money resulting from the sale, :
tranafer, other disposition or redemption of |
“the Acquired Obligations and the substitu-

tiona therefor ghall be relensed from the trust

be used for any lawful purpose. .

estate'and tranaferred to the Water Fundto

(c) Administration Lof Refunding

Plan. The Refunding Trustee ia autho:
rized and directed to purchage the Acquired
Obligations (or ‘substitute obligations) and
to make the payments required to bé made
_ by the Refunding Plan from the Acquired
Obligationa (or subatitute obligations) and

money deposited with the Refunding Trustee
“pursuant to this ordinance. All Acquired !

: Obligations (or substitute obligations) and
the money deposited with the Refundin,
Trustee and any income therefrom shaﬁ
be held irrevocably, invested and applied
in accordance with the provisions of the
Refunded Bond Legislation, this'ordinance;
the B<nd Redolution, chapter 39.53 RCW
and other applicable statutes of the State
of Washington and the Refunding Truat
Agreement. All necessary and proper fees
compensation'and expenges of the Refundin
Trustée and all other coste incidental to the
setting up of the escrow to accomplish the |
refunding of the Refunded Bonds and cost
related to the issuance and delivery of the
: Bonds, including bond printing, verification
gees, Bond gml.llngel's f?s and other related
xpenges; shall be paid out of th
of the Bonds: ’ e procecde ‘\

(d) Authorization for Refunding |
Trust Agreement. -To carry out: the
Refunding Plan for each series of Bonds, the

. Director of Finance is authorized and direct-
ed to execute and deliver to the Refunding
Triistee, in connection with each series of!
Bonds, a Refunding Trust Agreement sub-
stantially in the form aﬁproved by the Bond
Regolution setting forth the duties; obliga-
tions’ and respansibilities of the Refunding
Trustee in connection with the payment,

‘redemption and retirement ‘of the Refunded
Bonds: as provided herein and in the Bond:
Resolution. i

Section 27. Call for Rede

the Refunded Bonds. As a part of the
- Refunding Plan, the. City may in the Bond
- Regolution call the Rehinded Bonds for
‘redemption. Such call for redemption of the

Refurnded Bonds shall specify the Refunded
: Bondg, cgll dates and redemption prices; and
ghall be irrevocable after the delivery to the |

initial purchaser of the applicable seried of |

Bonds. The dates on which the Refunded

Bonds are called for redemption ghall be, in '

the judgment of the Director of Finarice, the

€ B
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imay be called for redemption.

earlieat practical dat,es,ﬁqnwhiici\' those bonds (

The proper officials of the City are attho-
rized and directed to give or callse to be given
dtch notices ad required, at the times and in
urguant to the appli- ‘

the manner required R auant
¢able Refunded Bond Legislation in order to
‘effect the redemption prior to maturity of the!

Refunded Bonds. |

Section 28. City Finding with
Respect to Refunding. With respect: to
each series: of Bonds, the Refunding: Plan
shall be carried out only if the City finds and
determines in the Bond Resolution that the|
money to be deposited with the Refunding:
Trustee will discharge and satisfy the oblxga-]
tions of the City with respect to the Refun ed!
Bonds tindér the applicable Refunded Bond
Legislation, and the pledges; charges, trusts,
covenants and agreements of the City there-|
in'made ot provided for as to the Refunded
Bonda; and that the Refunded Bonds ghall
fio longer be deemed to be outatanding unde;l
such legislat mimmedial el{y upon the deposit
of such money with the Refunding Truatee. “

Sectlon 28, General Authorization|
‘The Mayor and the Director of Finance of the
City and each of the other appropriate officers
of the City are each authorized and directed
ta'do everything ag in their judgment may be
necegsary, appropriate or desirable in order
tocarry out the terms and provisions of, and
complete the transactions contemglated by,
this. ordinance; In particular, and without
limitation; the Director of Finance may, in
his oF her discretion and without further
getion by the City Council, () issue reqiests

for proposals for underwriting or finaneing
facilities and execute engagement letters
with underwriters, bond insurers or other
financial institutionia based on responses to
glich requests, (i) deem final and approve
the distribution of any preliminary of ficial
statement or official statement relating to
the Bonds, (iii) comply with any continuing
disclostire requirements applicable to the
Bonds and (iv) change the Bond Registrar or
‘any gecuritiea depository appointed for the
onds. :

" Section 30. Severability, The provisions
of this ordinance are declared to be separate ‘
and severable; If a court of competent jutia- {
diction, all appeals having been exhausted or \
all appeal periods having run, finda any pro- !
vigion of this ordinance tobe invalid or unen- |
forceablé ag to'any person or circumatance, |
stich offending provision shall, if feaaible, be, }
deemed to be modified to be within the lim- |
‘ita of enforceability or validity. However, if |
the offending provision cannot be go modi- |
fied; it shall be null and void with respect .
to the particular perdon or circumstance, |
and all other provisions of thig ordinance in
all other respects, and the offending provi-
sion with respect to all ather persona and all
other circumatances, shall rema in valid and
enforceable.

Seotion' 31. Ratification of Prior
Acts; Any action taken consistent with the
authority but prior to the effective date of
thia ordinance; including; if applicable, but
hot limited to issuing requests for propos-
als for financing or underwriting services,
executing engagement letters for financing
or inderwriting services based on responses
to siich requests, giving notices of the sale
of Borids, adopting the Bond Resolution, exe-

“cuting contracts; making fund transfers and
“paying warrants, is ratified; approved and
confirmed:

Section 32. Headings. Section headings
in thia ordinance: are used for convenience
only and ehall not conatitute a substantive
portion of this ordinance,

Section 38. Effectlve Date: This ordi-
nance shall take effect and be in force thir-
ty/(30) days from and after its appraval by
tﬁe Mayor, but if not approved and returned

_by the Mayor within ten (10) days after pre-
gentation, it shall take effect as provided by |
Miinicipal Code Section 1.04.020.

Passed by the City Council the 26th day
of September, 2005, and signed by me in o;;:z_n
gegsion in authentication of ita pagsage thia
26th day of September, 2005,

JANDRAGO,
President of the City Council.
<7 Approved by me this 3rd day of October, |
2006 N ;

i
1
{

|

‘GREGORY J. NICKELS,

Mayor.

Filed by me this 3rd day of October,
2006, i

(Seal) JUDITH PIPBIN,
_City Clerk:

|
|
|
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