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RESOLUTION NO. 08-1 8738

RESOLUTION RELATING TO S7,4OO,OOO SEWER SYSTEM REVENUE
BOND (DNRC STATE REVOLVING LOAN PROGRAM), SERIES 2OO8;

AUTHORIZING THE ISSUANCE AND FIXING THE TERMS AND
CONDITIONS THEREOF

WHEREAS, pursuant to the Montana Water Pollution Conkol State Revolving Fund Act, Montana Code

Annotated, Títle75, Chapter 5, Part 11, as amended (the "Act"), the State of Montana (the "State") has

established a revolving loan program (the "Program") to be administered by the Department of Natural Resources

and Conservation of the State of Montana, an agency of the State (the "DNRC"), and by the Department of
Environmental Quality of the State of Montana, an agency of the State (the "DEQ"), and has provided that a

revolving wastewater treatment works revolving fund (the "Revolving Fund") be created within the state treasury

and all federal, state and other funds for use in the Program be deposited into the Revolving Fund, including, but
not limited to, all federal grants for capitaiization of a state water pollution controi revolving fund under the

Federal Water Pollution Control Act (also known as the Clean Water Act) (the "Clean Water Act"), all
repayments of assistance awarded from the Revolving Fund, interest on investments made on money in the

Revolving Fund and payments of principal of and interest on loans made from the Revolving Fund; and

WHEREAS, the Act provides that funds from the Program shall be disbursed and administered for the
purposes set forth in the Clean Water Act and according to rules adopted by the Department of Environmental

Quality and the Department of Natural Rçsources and Conservation; and

WHEREAS, the City of Billings, Yellowstone County, Montana (the "Borrower"), has applied to the

DNRC for a loan (the "2008 Loan") from the Revolving Fund to enable the Bonower to f,inance, refinance or
reimburse itselffor the costs ofrefinancing anoutstanding ioan and ofthe 2008 Project (as hereinafter defrned)

which will carry out the purposes of the Clean Water Act; and

WHEREAS, the Borrower is authorized under applicable laws, ordinances and regulations to adopt this

Resolution and to issue thc Sçries 2008 Bond to evidence the 2008 Loan for the purposes set forth herein; and

WHEREAS, the DNRC wiil fu¡rd the 2008 Loan, directly or indirectly, in part with proceeds of the

State's General Obligation Bonds (Water Pollution Control State Revolving Fuud Program) (the "State Bonds")
and in part with funds provided by the United States Environmental Protection Agency.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE BORROWER, AS

FOLLOWS:

EFrNrrIoNS, RULES 
"t 

ååIl??îtrioN AND AppENDICES

Section 1.1 Definitions. In this Resoiution, unless a different meaning clearly appears from the

context: \

"Accountant" or "Accountants" means an independent certified pubiic accountant or a firm of
independent certified public accountants satisfactory to the DNRC.

"Acquisition and Construction Account" means the account within the Fund established pursuant to

Sections I 1 .1 and I I .2 of the Original Resolution.

"Act" or "State Act" means Montana Code Annotated, Title 75, Chapter 5, Part 1 1, as amended from time
to time.

"Administrative Expense Surcharge" means a surcharge on each 2008 Loan charged by the DNRC to the

Borrower equal to seventy-five hundredths of one percent (0.75%) per arìnum on the outstanding principal
amount of such 2008 Loan, payable by the Borrower on the same dates that pa)¡ments of interest on each of such

2008 Loan are due.

"Authorized DNRC Officer" means the Director or Deputy Director of the DNRC, and, when used with
reference to an act or document, also means any other individual authorized by resolution of the Department of
Natural Resources and Conservation to perform such act or sigr. such document. If authorized by the Department



of Natural Resources and Conservation, an Authorized DNRC Officer may delegate all or a portion of his
authority as an Authorized DNRC Officer to another individual, and such individual shall be deemed an

Authorized DNRC Officer for purposes of exercising such authority.

"Bond Counsel" means any Counsel acceptable to the DNRC which is nationally recognized as bond
counsel. Counsel is nationally recognized as bond counsel if it has rendered a legal opinion as to the validity and

enforceability of state or municipal bonds and as to the exclusion of interest thereon from gross income for
federal income tax purposes (short-term issues excluded) during the two-year period preceding the date of
determination.

"Bonds" means the Series 2005 Bond, the Series 2008 Bond, and any Sewer Debt to be issued on a parity
therewith pursuant to Article X of the Original Resolution.

"Borrower" means the City of Billings, Montana.

"Business Day" means any day which is not a Saturday or Sunday and is not a day on which banks in
Montana are authorized or required by law to close.

"Clean Water Act" means the Federal Water Pollution Control Act, 33 U.S.C. $$ 1251-1387, as amended,

and all regulations, rules and interpretations issued by the EPA thereunder.

"Closing" means the date of deiivery of the Series 2008 Bond to the DNRC.

"Code" means the Intemal Revenue Code of 1986, as amended,

"Collateral Documents" means any security agreement, guaranty or other document or agreement

delivered to the DNRC securing the obligations of the Borrower under this Resolution and the Series 2008 Bond.

If no Collateral Documents secure such obligations, any reference to Collateral Documents in this Resolution
shall be without effect.

"Committed Amount" means the amount of the 2008 Loan committed to be lent by the DNRC to the

Borrower pursuant to Section 4. 1 , as such amount may be reduced pursuant to Sections 3.2 ard 3 .4,

"Consultant" means a nationally recognized consultant or firm of consulta¡ts, or an independent engineer
or firm of independent engineers, or an Accountant, which in any case is qualified and has skill and experience in
the preparation offinancial feasibility studies or projections for facilities similar to the System or the 2008

Project, selected by the Borrower and satisfactory to the DNRC.

"Counsel" means an attomey duly admitted !o practice law before the highest court of any state and

satisfactory to the DNRC.

"Debt" means, without duplication, (1) indebtedness of the Borrower for borrowed money or for the

deferred purchase price ofproperty or services; (2) the obligation ofthe Borrower as lessee under leases which
should be recorded as capital leases under generally accepted accounting principles; and (3) obligations ofthe
Borrower under direct or indirect guarantees in respect of, and obligations (contingent or otherwise) to purchase

or otherwise acquire, or otherwise to assure a creditor against loss in respect of, indebtedness or obligations of
others ofthe kinds referred to in clause (1) or (2) above.

"DEQ" means the Department of Environmental Quality of the State of Montana, an agency of the State,

or any successor to its powers, duties and obligations under the Act or the EPA Agreements.

"DNRC" means the Department of Natural Resources and Conservation of the State of Montana) an

agency of the State, and any successor to its powers, duties and obligations under the Act.

"Enabling Act" means Montana Code Annotated, Title 7, Chapter 7, Parts 44 arrd 45, as amended, which
authorizes the Borrower to own and operate the System, to undertake the 2008 Project and to issue the Series

2008 Bond to frnance costs ofthe 2008 Project.

"EPA" means the Environmental Protection Agency, an agency of the United States of America, and any
successor to its functions under the Clean Water Act.



"EPA Agreements" means ali capitalization grant agreements and other written agreements between the
DEQ and the EPA conceming the Program.

"EPA Capitalization Grant" means a grant of fi.rnds to the State by the EPA under Title VI of the Clean
Water Açt and any grant made available by thc EPA for deposit in the Revolving Fund pursuant to Section
205(m) of thc Clean Water Act.

"Fund" means the Sewer System Fund established pursuant to Section 1 i . 1 of the Origrnai Resolution.

"Governmental Unit" means goverrmental unit as such term is used in Section i45(a) of the Code.

"Indenture" means the Indenture of Trust, dated as of June l, 1991 , between the Board of Examiners of
the State and the Trustee, as such has been or may be supplemented or amended from time to time in accordance
with the provisions thereot pursuant to which, among other things, the State Bonds are to be or have been issued.

"Loan Loss Reserve Surcharge" means a surcharge on the 2008 Loan charged by the DNRC to the
Bor¡ower equal to one percent (1.00%) per annum on the outstanding principal amount of the 2008 Loan, payable
by the Borrower on the same dates that payments of interest on the 2008 Loan are due.

"Loan Repayments" means periodic installments of principal and inte¡est by Borrower in repa¡..rnent of
the 2008 Loan, at the rates and times specified in Article V.

"Loan Term" means that period of time commencing and ending as set in Sections 4.2 and 4.3.

"Net Revenues" means the entire amount of the gross revenues of the System (as described in Section
11.1 of the Original Resolution) remaining upon each such monthly apportionment, after crediting to the
Operating Account the amount required hereby, including sums required to maintain the Operating Reserve in the
minimum amount herein stated.

"Operating Account" means the acçount within the Fund established pursuant to Sections 1 1.1 and I I .3 of
the Original Resolution.

"Operating Expenses" means those expenses of the System defined as such in Section I I .3 of the Original
Resolution.

"Operating Reserve" means the rÇserye to be maintained in the Operating Açcount as required by Section
11.3 of the Original Resolution.

"Opinion of Counsel" means a written opinion of Counsel.

"Original Resolution" means Resolution No. 05-i8326 of the City adopted on August 22,2005.

"Outstanding Bonds" shall mean the outstanding Series 2005 Bond and any outstanding additional parity
bonds issued in accordance with the Origrnal Resolution and a resolution supplemental thereto, and shallinclude,
upon the Closing, the Series 2008 Bond.

"Person" means any Private Person or Public Entity.

"Private Person" means an individual, corporation, partnership, association,joint venture,joint stock
company or unincorporated organization, except a Public Entity.

"Program" means the Water Pollution Control State Revolving Loan Program established by the Act.

"Project" means the acquisition, design, çonstruction and installation of various improvements and betters
to the System, including the 2005 Project and 2008 Project.

"Public Entity" means a municipality, City, county, school district, poiitical or administrative subdivision
of State govemment, inigation district, drainage district or other public body established by State law.

"Regulations" means the Treasury Regulations, whether final, temporary or proposed, promuigated under
the Code or otherwise appiicable to the Series 2008 Bond.



"Replacement and Depreciation Account" means the account within the Fund established pursuant to

Sections 11.1 and 11.6 of the Original Resolution.

"Reserve Account" means the account within the Fund established pursuant to Sections 1 1 .I and 1 1 .5 of
the Original Resolution.

"Reserye Requirement" means, as of the date of calculation, an amount equal to the maximum amount of
principal and interest payable on the Bonds in any future fiscal year (giving effect to mandatory sinking fund

redemption, if any).

"Reserved Amounts" means any undisbursed Committed Amount which will or may be required to pay

any remaining costs of the 2008 Project upon completion thereof as provided in Section 3.4(a).

"Resolution" means the Original Resolution as amended and supplemented by this Supplemental

Resolution.

"Revenue Bond Account" means the account within the Fund established pursuant to Sections 11.1 and

1 1 .4 of the Original Resolution.

"series 2005 Bond" means the $4,515,000 Sewer System Revenue Bond (DNRC Water Pollution Control

State Revolving Loan Program), Series 2005, issued by the DNRC to evidence the 2005 Loan.

"series 2008 Bond" means the S7,400,000 Sewer System Revenue Bond (DNRC Revolving Loan

Program), Series 2008, issued to the DNRC to evidence the 2008 Loan.

"Sewer Debt" means all Bonds and any other Debt incurred to acquire, construct, extend, improve, add to

or otherwise pay expenses ofor related to the System, without regard to the source ofpalnnent and security for

such Debt (i.e., without regard to whether it is general obligation or revenue Debt).

"Sewer Revenues" means revenues (gross or net) received by the Borrower from o¡ in connection with the

operation of the System.

"State" means the State of Montana.

"State Bonds" means the State's General Obligation Bonds (Water Pollution Control State Revolving

Fund Program), issued pursuant to the Indenture.

..Supplemental Resolution" means this Resolution No. 08-18738 as it may from time to time be amended

or supplemented in accordance with its terms.

,.Suqplus Account" means the account within the Fund established pursuant to Sections 1 1 .1 and 1 1 .7 of
the Original Resolution.

,.Surplus Net Revenues" shall mean that portion of the Net Revenues in excess of the current requirements

of the operating Account, the Revenue Bond Account and the Reserve Account.

..System" means the existing sewer system of the Borrower and all extensions, improvements and

bettermenis thereof hereafter constructed and acquired, including, without limitation, the 2008 Project.

"Trustee" means United States Bank National Association, or any successor tnrstee under the Indenture.

"2005 Committed Amount" means $4,515,000.

'.2005 Loan" means the loan made to the Borrower by the DNRC pursuant to the Program in the amount

of the 2005 Committed Amount to provide funds to pay all or a portion of the 2005 Project payable under the

. 
Program.

"2005 Project" means the improvements to the System, and which consisted of upgrading the wastewater

treatment plant and improvements to the headworks.



"2008 Loan" or "Loan" means the 2008 Loan made to the Bor¡ower by the DNRC pursuant to the
Program in the maximun amount of the 2008 Committed Amount to provide funds to pay all or a portion of the
costs ofthc 2008 Project, and costs associated with the sale and issuance ofthe Series 2008 Bond.

"2008 Committed Amount" means the amount of the 2008 Loan comrnitted to be lent by the DNRC to the
Borrower pursuant to Section 4. I , as such amount may be reduced pursuant to Sections 3.2 and 3 .4.

"2008 Loan" means the loan made to the Borrower by the DNRC pursuant to the Program in the
maxirnum amount of the 2008 Committed Amount to provide funds to pay all or a portion of the costs of the
2008 Project and costs associated with the sale and issuance of the Series 2008 Bond.

"2008 Project" means the facilities, improvements and activities financed, refinanced or the cost of which
is being reimbursed to the City with proceeds of the 2008 Loan, described in Appendix A hereto.

Scction 1.2 Other Rules of Construction. For all purposes of this Suppiemental Resolution, exeept
where the context clearly indicates otherwise:

(a) All accounting tenns not otherwise defined herein have the rneanings assigned to them in
accordance with generally accepted government accounting standards.

(b) Terms in the singular include the plural and vice versa.

(c) All references to time shall refer to Helena, Montana tirne, unless otherwise provided
herein.

(d) All references to mail shali refer to first-class mail postage prepaid.

(e) Words of the masculiné gender shall be deemed and construçd to include correlative words
of the feminine and neuter genders.

(Ð "Or" is not exclusive, but is intended to permit or encompass one, more or all of the
alternatives conjoined.

Section 1.3 Appendices. Attached to this Resolution and hereby made a part hereof are the following
Appendices:

Appendix A: a description of the 2008 Project;

Appendix B; the form of the Series 2008 Bond; and

Appendix C: additional agreements and representations of the Borrower.

ARTICLE II
AUTHORIZATION,FINDINGS,REPRESENTATIONSANDCOVENANTS \

Section 2.I Authorization and Findines.

(a) Authorization. Under the provisions of the Act, the City is authorized to issue and sell its
revenue bonds payable during a term not exceeding forty years from their date of issue, to provide funds
for the reconstruction, improvement, betterment and extension of the System or to refund its revenue
bonds issued for such purpose; provided that the bonds and the interest thereon are to be payable solely
out ofthe net income and revenues to be derived from rates, fees and charges for the services, facilities
and commodities fumished by the undertaking, and are not to create any obligation for the payrrent of
which taxes may be levied except to pay for services provided by the underlaking to tlie City.

(b) The System. The City, pursuant to the Act and other laws of the State has established and
presently owns and operates the System.

(c) The 2008 Project. After investigation of the facts and as authorized by the Act, this
Council has determined it to be necessary and desirable and in the best interests of the City to acquire and
construct the 2008 Proiect.



(d) Outstandine Bonds. Pursuant to the Act and the Resolution, the City has issued its Senes
2005 Bond to finance the 2005 Project and to pay costs ofissuance ofthe Series 2005 Bond. The Series
2005 Bond is payable from Net Revenues ofthe Systøn. No otherbonds orindebtedness are outstanding
that are payable from revenues ofthe System

(e) Additional Parity Bonds. The City reserved the right under Section 10.3 of the Original
Resolution to issue additional parity Bonds payable from the Revenue Bond Account of the Fund on a
parity as to both principal and interest on the Outstanding Bonds, if the Net Revenues of the System for
the last complete fiscal year preceding the issuance of such additional Bonds have equaled at least 125o/o

of the maximum amount of principal and interest payable from the Revenue Bond Account in any
subsequent fiscal year during the term ofthe Outstanding Bonds, on all Outstanding Bonds and on the
additional bonds proposed to be issued. For the purpose ofthe foregoing computation, the Net Revenues
for the fiscal year preceding the issuance of the additional bonds shall be the net revenues shown by the
ofücial books and records ofthe City, except that ifthe rates and charges for sewer service have been
changed since the beginning of such preceding fiscal year, then the rates and charges in effect at the time
of issuance of the additional Bonds shall be applied to the quantities of service actually rendered and
made available during such preceding fiscal year to ascertain the gross revenues, from which there shall
be deducted to determine the Net Revenues, the actual operation and maintenance cost for the last
complete fiscal year shown by the official books and records ofthe City plus any additional annual costs
of operation and maintenance which the engineer for the City estimates will be incurred because of the
improvement or extension of the sewer system to be constructed from the proceeds of the additional
bonds proposed to be issued. In no event shall any additional bonds be issued and made payable from the
Revenue Bond Account if the City is then in default in any payment of principal or interest on any
Outstanding Bonds payable therefrom, or ifthere then exists any deficiency in the balances required by
the Original Resolution to be maintained in any of the accounts of the Sewer System Fund, which will not
be cured or restored upon the issuance of the additional Bonds. Based on a certificate executed or to be
executed by the Mayor and the Finance Director, it is hereby determined that the City is authorized to
issue $7,400,000 in aggregate principal amount of additional parity Bonds pursuant to Section 1 0.3 of the
Original Resolution payable from and secured by the Net Revenues on a parity with the outstanding
Series 2005 Bond.

Section 2.2 Representations. The City represents as follows:

(a) Organization and Authority. The City:

(i) is duly organized and validly existing as a municipal corporation ofthe State;

(ii) has all requisite powerand authority and all necessary licenses and permits required
as of the date hereof to own and operate the System and to caffy on its current activities with
respect to the System, to adopt this Supplemental Resolution and to enter into the Collateral
Documents and to issue the Series 2008 Bond and to carry out and consünmate all transactions
contemplated by the Resolution, the Series 2008 Bond and the Collateral Documents;

(iii) is a Govemmental Unit and a Public Entity; and

(iv) has taken all proper action to authorize the execution, delivery and performance of
its obligations under this Supplernental Resolution, the Series 2008 Bond and the Collateral
Documents and the incurrence of the Debt evidenced bv the Series 2008 Bond in the maximum
amount of the Committed Amount.

(b) Pending Litieation. There is no litigation or proceeding pending, or to the knowledge of
the City threatened, against or affecting the City in any court or before or by any govemmental authority
or arbitration board or tribunal that, if adversely determined, would materially and adversely affect the
existence, corporate or otherwise, of the City, or the ability of the City to make all payments and
otherwise perform its obligations under the Resolution, the Series 2008 Bond and the Collateral
Documents, or the frnancial condition of the City, or the transactions contemplated by the Resolution, the
Series 2008 Bond and the Collateral Documents or the validity and enforceability of the Resolution, the
Series 2008 Bond and the Coilateral Documents. No referendum petition has been filed with respect to
any resolution or other action ofthe City relating to the 2008 Projêct, the Series 2008 Bond or any
Collateral Documents and the period for filing any such petition will have expired before íssuance of the
Series 2008 Bond.



(c) Bonowins Legal and Authorized. The adoption of this Supplemental Resolution, the

execution and delivery of the Series 2008 Bond and the Collateral Documents and the consummation of
the transactions provided for in the Resolution, the Series 2008 Bond and the Collateral Documents and

compliance by the City with the provisions of the Resolution, the Series 2008 Bond and the Collateral
Documents:

(i) are within the powers of the City and have been duly authorized by all necessary

action on the part of the City; and

(iÐ do not and will not result in any breach of any of the terms, conditions or
provisions of, or constitute a default under, or result in the creation or imposition of any lien,
charge or encumbrance upon any property or assets ofthe Citypursuant to any resolution,
indenture, Ioan agreement or other agreement or instrument (other than the Resolution and any
Collateral Documents) to which the City is a party or by which the City or its property may be

bound, nor will such action result in any violation of the provisions of any laws, ordinances,
govemmental rules or regulations or court or other govenrmental orders to which the City, its
properties or operations are subject.

(d) No Defaults. No event has occurred and no condition exists thai, upon execution and

delivery of the Series 2008 Bond and the Coliateral Documents, would constitute a default under the

Resolution or the Collateral Documents, The City is not in violation of any term of any agreement, bond

rcsolution, trust indenture, charter or other instrument to which it is a party or by which it or its property
may be bound which violation would materially and adversely affect the hansactions contemplated
hereby or the compliance by the City with the terms hereof or of the Series 2008 Bond and the Collateral
Documents.

(e) Govemmental Consent, ihe City has obtained or made all permits, findings and approvals
required to the date of adoption of this Supplemental Resolution by any govemmental body or officer for
the making and performance by the City of its obligations under this Supplemental Resolution, the Series

2008 Bond and the Collateral Documents (including any necessary sewer rate increase) or for the 2008

Project, the financing or refinancing thereof or the reimbursement of the City for the costs thereof. No
consent, approval or authorization of, or hling, registration or qualification with, any govemmental

authority (other than those, ifany, already obtained) is required on the part ofthe City as a condition to

adopting this Supplemental Resolution, issuing the Series 2008 Bond or entering into the Collateral
Documents and the performance of the City's obligations hereunder and thereunder. If a utility board or
commission manages or controls the System, such boa¡d or commission has agreed with the DNRC to

abide by the terms of the Resolution and the Collateral Documents, including approving any necessary

sewer rate increases.

(Ð Binding Obligation. The Resolution, the Series 2008 Bond and any Collateral Document
to which the City is a party are the vaiid and binding special, limited obligations and agreements of the

City, enforceable against the City in accordance with their terms, except to the extcnt that the

enforceability thereof may be limited by laws relating to bankruptcy, moratorium, reorganization, \
insolvency or similar laws affecting creditors' rights and generai principles of equity.

(g) The 2008 Project. The 2008 Project consists and will consist ofthe facilities,
improvements and activitiçs described in Appendix A, as such Appendix A rnay be amended from time to
time in accordance with the provision of Article III of this Suppiemental Resolution,

(h) Full Disclosure. There is no fact that the City has not specifically disclosed in writing to
the DNRC that materially and adversely affects or (so far as the City can now foresee), except for pending

or proposed legislation or regulations that are a matter of general public information, that will materially
and adversely affect the properties, operations and finances ofthe System, the City's status as a Public
Entity and Governmental Unit, its ability to own and operate the System in the mamer it is currently
operated or the City's ability to perform its obligations under the Resolution, the Serìes 2008 Bond and

the Collateral Documents and to pledge any revenues or other property pledged to the payment of the
Series 2008 Bond.

(Ð Compliance With Law. The City:



(1) is in compliance with all laws, ordinances, govemmental rules and regulations and

court or other govemmental orders, judgments and decrees to which it is subject and which are

material to the properties, operations and finances ofthe Systern or its status as a Public Entity and

Govemmental Unit; and

(2) has obtained all licenses, permits, franchises or other governmental authorizations

necessary to the ownership ofthe System and the operation thereofand agrees to obtain all such

licenses, permits, franchises or other govemmental authorizations as may be required in the future
for the System and the operation thereof, which failure to obtain might materially and adversely

affect the ability ofthe City to conduct the operation ofthe System as presently conducted or the

condition (financial or otherwise) of the System or the City's ability to perform its obligations
under the Resolution. the Series 2008 Bond and the Collateral Documents.

Section 2.3 Covenants.

(a) Insurance, In addition to the requirements of Section 2.2 of the Original Resolution, the

City at ali times shall keep and maintain with respect to the System property and casualty insurance and

liability insurance with financially sound and reputable insurers, or self-insurance as authorized by State

law, against such risks and in such amounts, and with such deductible provisions, as are customary in the

State in the case of entities of the same size and type as the City and similarly situated and shall carry and

maintain, or cause to be carried and maintained, and pay or cause to be paid timely the premiums for all

such insurance. All such insurance policies shall name the DNRC as an additional insured, Each policy

must provide that it cannot be cancelled by the insurer without giving the City ærd the DNRC 10 days'

prior written notice. The City shall give the DNRC prompt notice of each insurance policy it obtains or

maintains to comply with this Section 2.3(a) and of each renewal, replacement, change in coverage or

deductible under or amount of or cancellation of each such insurance policy and the amount and coverage

and deductibles and carrier of each new or replacement policy. Such notice shall specifically note any

adverse change as being an adverse change. The City shall deliver to the DNRC at Closing a certificate
providing the information required by this Section2.3(a).

(b) Rieht of Inspection and Notice of Chanee of Location. The DNRC, the DEQ and the EPA

and their designated agents shall have the right at all reasonable times during normal business hours and

upon reasonable notice to enter into and upon the property ofthe City for the purpose ofinspecting the

System or any or all books and records of the City relating to the System'

(c) Further Assurance. The City shall execute and deliver to the DNRC all such documents

and instruments and do all such other acts and things as may be necessary or required by the DNRC to

enable the DNRC to exercise and enforce its-rights under the Resolution, the Series 2008 Bond and the

Collateral Documents and to realize thereon, änd record and file and re-record and refile all such

documents and instruments, at such time or times, in such manner and at such place or places, all as may

be necessary or required by the DNRC to validate, preserve and protect the position of the DNRC under

the Resolution. the Series 2008 Bond and the Collateral Documents.

(d) Maintenance of Security, if Any; Recordation of Interest.

(Ð The City shall, at its expense, take all necessary action to maintain and preserve the

lien and security interest of the Resolution and the Collateral Documents so long as any amount is

owing under the Resolution or the Series 2008 Bond;

(ii) The Cíty shall forthwith, after the execution and delivery of the Series 2008 Bond
and thereafter from time to time, cause the Resolution and any Collateral Documents granting a
security interest in revenues or teal or personal property and any financing statements or other

notices or documents relating thereto to be filed, registered and recorded in such manner and in
such places as may be required by law in order to perfect and protect fully the lien and security

interest hereof and thereof and the security interest in them granted by the Resolution and, from
time to time, shall perform or cause to be performed any other act required by law, including
executing or causing to be executed any and all required continuation statements and shall execute

or cause to be executed any further instruments that may be requested by the DNRC for such

perfection and protection; and



(iii) Except to the extent it is exempt herefrom, the City shall pay or cause to be paid all
filing, registration and recording fees incident to such filing, registration and recording, and all
expenses incident to the preparation, execution and acknowledgment ofthe documents described
in subparagraph (ii), and all federal or state fees and other sirnilar fees, duties, imposts,
assessments and charges arising out ofor in connection with the execution and delivery ofthe
Scries 2008 Bond and the Collateral Documents and the documents described in subparagraph (ii).

(e) Additional Aereements. The City covenants to comply with all representations, covenants,

conditions and agreements, if any, set forth in Appendix C hereto.

(Ð Financial Information. This Section 2.3(f) supplements, and is not intended to limit, the
requirements in Section 2.2(f) of the Originai Resolution. The City agrees that for each fiscal year it shall
fumish to the DNRC and the DEQ, promptly when available:

(1) the preliminary budget for the Systern, with items for the 2008 Project shown
separately; and

(2) when adopted, the final budget for the System, with items for the 2008 Project
shown separaiely.

The City will cause proper and adequate books of reçord and account to be kept showing complete and

correct entries of all receipts, disbursements and other transactions relating to the System, the monthiy gross

revenues derived from.its operation, and the segregation and application of the gross revenues in accordance with
the Resolution, in such reasonable detail as may be detennined by the City in accordance with generally accepted

governmental accounting practice and principles. It will cause such books to be maintained on the basis of the

same fiscal year as that utilized by the City. Th.e City shall, within 180 days after the close of each fiscal year,

cause to be prepared and supply to the DNRC a financial reporl with respect to the System for such fiscal year'.

The report shall be prepared at the direction ofthe financial officer ofthe City in accordance with applicable
generaliy accepted governmental accounting principles and, in addition to whatever matters may be thought
proper by the financial officer to be included therein, shall include the following:

(A) A statement in detail of the income and expenditures of the System for the f,rscal

year, identifying capital expenditures and separating them frorn operating expenditures;

(B) A balance sheet as ofthe end ofthe fiscal year;

(C) The number of premises connected to the System at the end of the fiscal year;

(D) The amount on hand in each account ofthe Fund at the end ofthe fiscal year;

(E) A list ofthe insurançe policies and frdelity bonds in force at the end ofthe fiscal
year, setting out as to each the amount thereof, the risks covered thereby, the name of the insurer
or surety and the expiration date ofthe policy or bond; and \

(F) A determination that the report shows fuil compliance by the City with the
provisions ofthe Resolution during the fiscal year covered thereby, including proper segregation

of the capital expenditures from operating expenses, maintenance of the required balance in the

Reserve, and receipt ofNet Revenues during each fiscal year at least equal to l25o/o ofthe
maxlmum amount of principal and interest payable on Outstanding Parity Bonds in any

subsequent fiscal year, or, ifthe repof should reveal that the revenues have been insufficient for
compliance with the Resolution, or that the methods used in accounting for such revenues were

contrary to any provision of the Resolution, the report shall include a full explanation thereof,
together with recommendations for such change in rates or accounting practices or in the operation

of the System as may be required.

The City shall also have prepared and supplied to the DNRC and the DEQ, within I 80 days of the close of
every other fiscal year, an audit report prepared by an independent certified public accountant or an agency of the

state in accordançe with generally accepted govemmental accounting principles and practice with respect to the

financial statements and records of the System. The audit report shall include an analysis of the City's
compliance with the provisions of the Resolution.



G) Project Accounts. The City shall maintain Project accounts in accordance with generally

accepted government accounting standards, and as separate accounts, as required by Section 602(b)(9) of
the Clean Water Act.

(h) Records. After reasonable notice from the EPA, the City shall make available to the EPA

such records as the EPA reasonably requires to review and determine compliance with Title VI of the

Clean Water Act, as provided in Section 606(e) of the Clean Water Act.

(Ð Compliance with Clean Water Act. The City has complied and shall comply with all

conditions and requirements of the Clean Water Act pertaining to the Loan and the 2008 Project.

0) Prosram Covenant. The City agrees that neither it nor any "related person" to the City

(within i¡" meanlng of Section Ia7 @)(2) of the Code¡ shail, whether pursuant to a formal or informal

àrrangement, acquiie bonds issued by the State under the Indenture in an amount related to the amount of
the Series 2008 Bond.

(k) Information Reporting. The City understands and acknowledges that the DNRC is

financing the purchase ofthe Series 2008 Bond under the Program pursuant to which the State issues

from time to time the State Bonds to provide funds therefor. The City covenants and agrees that, upon

written request of the DNRC from time to time, the City will promptly provide to the DNRC all

information that the DNRC reasonably determines to be necessary or appropriate to offer and sell State

Bonds or to provide continuing discloswe in respect of State Bonds, whether under Rule 15c2-12

promulgated by the Securities and Exchange Commission under the Securities Exchange Act of 1934 (17

b.e.n. ç 240.15c2-12) or otherwise, Such information shall include, among other things and if so

requestËd, financial statements ofthe City or the System prepared in accordance with generally accepted

acåounting principles promuigated by the Financial Accounting Standards Board as modified in

accordancã with ihe govemmãntal accounting standards promulgated by the Govemmental Accounting

Standards Board or as otherwise provided under Montana law, as in effect from time to time (such

financial statements to relate to a fiscal year or any period therein for which they are customarily prepared

by the City, and, if for a fiscal year and so requested by the Department, subject to an audit report and

opinion oian accountant or govemment auditor, as permitted orrequired by the laws of the State of
Montuna¡. The City will ahã provide, with any information so furnished to the Departrnent, a certificate

of tn. Váyo. and tÉe City Cleik to rhe effect that, to the best of their knowledge, such information does

not include any untrue stãtement of a material fact or omit to state any material fact required to be stated

therein to make the statements made, in light of the circumstances under which they are made, not

misleading.

section 2.4 covenants Relating to the,Þx-Exempt status of the state Bonds.

(a) The City covenants and agrees that it will not use or permit to be used any of the proceeds

ofthe Series 2008 Bond or any other funds ofthe City in respect ofthe 2008 Project or the Series 2008

Bond, directly or indirectly, in a manner that would cause, or take any other action that would cause, any

State'Bond to be an "arbiúage bond" within the meaning of Section 148 of the Code or would otherwise

cause the interest on the Staie Bonds to be included in gross income for purposes of federal income

taxation. In addition, the City agrees that it will not enter into, or allow any "related person" (as def,rned

in Section ß7(a)(Z) of tit. Cá4.¡ to enter into, any arangement, formal or informal, for the purchase of

the State Bonds or any other obligations of the DNRC in an amount related to the amount of the Loan or

the portion of the Loan derived directly or indirectly from proceeds of the State Bonds or that would

othËrwise cause any State Bond to be an "arbitrage bond" within the meaning of Section i 48 of the Code'

(b) The City shall not use or permit the use of the 2008 Project directly or indirectly in any

trade or business carried on by any Persón who is not a Govemmental Unit. For the purpose of this

subparagraph, use as a membêr of the general public (wíthin the meaning of the Regulatíons) shall not be

takËn into áccount and any activity ca¡ried on by a Person other than a naturai person shall be treated as a

trade or business.

(c) Any portion ofthe 2008 Project being refrnanced or the cost ofwhich is being reimbursed

*as acqìíred by and- is now and shall, during the term of the Loan, be owned by the City and not by any

other person. Any porrlon ofthe 2008 Project being financed shall be acquired by and shall, during the

term of the Loan,iè owned by the City and not by any other Person. Notwithstanding the previous two

sentences, the City may transier the 2d08 Project or a portion thereof to another Govemmental Unit whic'
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is also a Public Entity if such transfer is otherwise permitted under the Resolution and if such organization
agrees with the DNRC to comply with Sections 2.2(h) and 2,2(i) of this Supplernental Resolution and if
the DNRC receives an Opinion of Bond Counsel that such transfer wili not violate the State Act or the

Clea¡r Water Act or adversely affect the exciusion of interest on the Bonds from gtoss income or purposes

of federal income taxation. ln addition, except as otherwise provided in thç Resolution or in any

Collaterai Documents, the City may sell or otherwise dispose of any portion of the 2008 Project which
has become obsolete or oufinoded or is being replaced or for other reasons is not needed by the City or

beneficial to the general public or necessary to carry out the purposes of the Clean Water Act.

(d) At the Closing of the 2008 Loan the DNRC will, if necessary to obtain the Opinion of
Bond Counsel described in Section 7.05(a) of the Indenture, deliver to the City instructions concerning

compliance by the City with the arbitrage rebate requirements of Section 148 of the Code (the "Arbitrage
Rebate Instructions"). The City shall comply with the Arbitrage Rebate Instructions, if any, delivered to

it by the DNRC at Closing, as such Instructions may be amended or replaced by the DNRC from time to

time. The Arbitrage Rebate Instructions may be amended or replaced by new Arbitrage Rebate

Instructions delivered by the DNRC and accompanied by an Opinion of Bond Counsel to the effect that

the use of said amended or new Arbitrage Rebate Instructions wili not adversely affect the excludability
ofinterest on the State Bonds (except State Bonds the interest on which the State did not intend to be

excluded from gross income for federal income tax purposes) from gross income of the recipients thereof

for federal income tax purposes.

(e) The City agrees that during the Loan Term it wiil not contract with or permit any Private

Person to manage the 2008 Project or any portion thereof except according to a written management

contract which complies with the following provisions:

(1) If any contract.between the City and the Private Person with respect to the 2008

Project provides for compensdtion based on a percentage of fees charged for services rendered by
the Private Person, the contract may not exceed a term of five years (including any renewal

options). At least 50% of the compensation to the Private Person must be based upon a periodic

fixed fee. In addition, the City must be able to cancel the contract without penalty or cause at the

end of any three-year period ofthe contract term. The compensation must be reasonable, and it
may not be based on a percentage ofthe net profits ofthe 2008 Project or the System or any

portion thereofor any other division or activity ofthe City,

(2) If any contract between the City and the Private Person with respect to the 2008

Project provides for compensation based on a periodic flat fee, the compensation must be

reasonable and the contract may not exceed a term of five years (including any renewal options.

In addition, the City must be able to cancei the contract without penalty or cause at the end of any

three-year period of the contract term, If the contract provides for automatic increases in the

periodic flat fee, the increases may not exceed the percentage increases determined by particular

extemal standards for computing such increases that are mutually agreed upon in the contract,

The percentage increases reflected in the Consumer Pricc Index compiled by the Bureau.of Labor

Statiitics, U.S. Department of Labor, or the actual percentage increases for services that ìÞsult

from the application of extemal criteria (for example, increases in rates paid by insurance

companies) are illustrations of two external standards that may be used.

(3) Ifa Private Person and the City enter into a contract described in subparagraph (1)

or (2) above and the goveming body of the City contains five or more members, no more than one

member of the governing body of the City may be the Private Person or a related person (as

described in Section laa@)Q) of the Code) (a "Related Person"), an employee of the Private

Person or a Related Person, or a member of the governing body of the Private Person or a Related

Person. However, such Private Person or a Related Person, employee of the Private Person ot a
Related Person or a member of the goveming body of the Private Person or a Related Person may

not serve as the chiefexecutive ofthe City, Ifa Private Person and the City enter into a contract

described in (1) or (2) above and the goveming body contains less than five members, no member

of the governing body rnay be the Private Person or a Related Person, an employee of the P¡ivate

Person or a Related Person or a member of the goveming body of the Private Person or a Related

Person.
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(4) The City may depart from any of its agreements contained in subparagraphs (1)

through (3) if it deliveis to the úNRC, at the City's expense, an Opinion of Bond Counsel that to

do so would not adversely affect the exilusion of interest on the State Bonds from gross income

for purposes of federal income taxation'

(Ð The City may not lease the 2008 Project or any portion thereof to any Person other than a

Nonexempt person which agrees in writing with the City and the State not to cause any default to occur

under the Resolution; provided the City may lease all or any portion of the 2008 Project to a Nonexempt

person pursuant to a iËase which in the Opinion of Bond Counsel delivered to the DNRC will not cause

the inteiest on the State Bonds to be included in gross income for purposes of federal income taxatlon.

G) The City shall not change the use or nature of the 2008 Project if (i) such change will

violate the Clean Water Act, or (ii) so iong ur the State Bonds are outstanding unless, in the Opinion of

Bond Counsel delivered to tire fjÑRC, ru.h 
"h*g. 

will not result in the inclusion in gross income of

interest on the State Bonds for federal income tax purposes'

Section 2.5 Maintenance of System: Liens. The City shall maintain the System, including the 2008

Project, in good condition and make all necessary renewals, replacements, additions, betterments and

i*prou"*.îtr thereto. The City shall not grant or permit to exist any lien on the 2008 Project or any other

property making up part of the System, othir than iiens securing Debt where.a parity or senior lien secures the
'S"¡.. 

áOOg noãdiprouided thatihis Section 2.5 shall not be deemed to be violated if a mechanic's or

contractor,s lien is f,rled against any such property so long as the City uses its best efforts to obtain the discharge

of such lien and promptly-reports tá the ÑnC túe filing of such lien and the steps it plans to take and does take

to discharge of such lien.

Section 2.6 Maintenærce of Existence: Merger. Consolidatio¡. Etc.: Disposition of Assets. The City

shall maintain it. "orporuããiñænif,ã."pt 
thut it mãy consolidate with or merge into another Governmental

Unit or permit one or more Governmental Ùnits to consolidate with or merge into it or may transfer all or

substaniially all of its assets to another Govemmental Unit and then dissolve if the surviving, resulting or

transferee enriry (if other than the city) (i) is a Public Entity and (ii) asSumes in writing all of the obligations of

the City under ihe Resolution, the Seiies áoo8 Bond and the Collateral Documents, and (a) such action does not

result in any default in the performance oI obseryance of any of the terms, covenants or agreements of the City

under the Resolution, the Series 2008 Bond and the Collateial Documents, (b) such action does not violate the

State Act or the clean water Act and does not adversely affect the exclusion of interest on the Series 2008 Bond

or the State Bonds from toss in"o*. for federal income tax purposes and (c) the City delivers to the DNRC on

the date of such action ; Opinion of Bond Counsel that such action complies with this Section 2'6'

Other than pursuant to the precedin gparagraph,the City shall not transfer the System or any portion

thereofto any other persor, .*."pi fo. prop*.tty *tti"tt is obsolete, outmoded, worn out, is being replaced or

otherwise is not needed for the operati* oi tit" System, unless the provisions of (a) and (b) of the preceding

paragraph are satisfied and the Cìty delivers to the DNRC an Opinion of Bond Counsel to that effect and' in

ãddition, the DNRC consents to such transfer.

usE oF r*""å#å:it"lt tot PRoIECT

section 3.1 Use of Proceeds. The city shall apply the proceeds of the 2008 Loan from the DNRC

solely as follows:

(a) The Borrower shall apply the proceeds ofthe 2008 Loan solely to the financing, refinancing or

reimbursement of the costs of thã 2008 Project as set forth in Appendix A hereto and this Section 3' l '

The 200g Loan wili be disbursed in accordänce with Article IV hereof and Article VII of the Indenture' If
the 200g project has not been completed prior to Closing, the Borrower shall, as quickly as reasonably

possible, compÌete the 2008 Projecì and expend proceedi ofthe Series 2008 Bond to pay the costs of

completing the 2008 Project.

(b) No portion of the proceeds of the 2008 Loan shall be used to reimburse the Borrower for costs

puia p.iàítå irtä ¿.1å of adopiion ofthis Resolution of a project the construction or acquisition of which

occurredorbeganearlierthãnMarch7,1985. Inaddition,ifanyproceedsofthe2003Loanaretobe
, used to reimburse the Borrower for Project costs paid prior to the date of adoption of this Resolution and

in a prior fiscal year of the Borrower, the Borrowèr represents that at the time it incurred such costs it
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intended to finance them with tax-exempt debt or a loan under a state revolving fund program such as the

Program.

(c) Any Debt to be refinanced with proceeds of the 2008 Loan was incurred after March 7, 1985,
for a project the construction or acquisition of which began after March 7, 1985.

Section 3.2 The 2008 Project. Set forth in Appeudix A to this Supplemental Resolution is a

description ofthe 2008 Project, which describes the property which has been or is to be acquired, installed,
constructed or improved and the other activities, if any to be funded fiom the Loan (the 2008 Project may consist

of more than one facility or activity). The 2008 Project rnay be changed and the description thereof in Appendix
A may be amended from time to time by the City but only after delivery to the DNRC of the following:

(a) A certificate of the City setting forth the amendment to Appendix A and stating the reason
therefor, including statements whether the amendment would cause an increase or decrease in the cost of
the 2008 Project, an increase or decrçase in the amount ofLoan proceeds which will be required to
complete the 2008 Project and whether the change wili materially acceleratç or delay the construction
schedule for the 2008 Project;

(b) A written consent to such change in the 2008 Project by an Authorized DNRC Officer;

(c) An Opinion or Opinions of Bond Counsel stating that the 2008 Project, as constiruted after
such amendment, is, and was at the time the State Bonds were issued, eligible for flrnancing under the
State Act and is, and was at the time the Series 2008 Bond was issued, eligible for financing under the
Act, such amendment will not violate the State Act or the Act and such amendment will not adversely
affect the exclusion of interest on the State Bonds or the Series 2008 Bond from gross income for
purposes of federal income taxation. Such an Opinion of Bond Counsel shall not be required for
amendments which do not affect the type of facility to be constructed or activity to be financed,

The City acknowledges and agrees that an increase in the principal amount of the Loan may be made only
upon an application to the DEQ, the DNRC and the Trustee, in such form as the DEQ shall specify, which is

approved by the DEQ and the DNRC, in their soie and absolute discretion, and adoption by the governing body
of the City of a resolution amendatory of or suppiementary to the Resolution authorizing the additional loan and

delivery of written certifications by officers of the City to the DEQ, the DNRC and the Trustee to the effect that
all representations and çovenants contained in the resolution as it may be so amended or supplemented are true as

of the date of closing of the additional loan and compliance with applicable tests for the incurrence of such Debt.
No assurance can be given that any additional ioan funds will be available under the Program at the time of any
such application or thereafter. The City acknowledges and agrees that neither the DEQ, thc DNRC, the Trustee
nor any of their agents, empioyees or representatives shall have any liability to the City and have made no
representations to the City as to the sufficiency ofthe Loan to pay Project Costs or as to the availability of
additional funds under the Program to increase the principal amount of the Loan.

Section 3.3 Project Representations and Covenants. The City hereby represents to and covenants with
the DNRC that: \

(a) all construction of the 2008 Project has compiied and will comply with all federal and state

standa¡ds, including, without limitation, EPA regulations and standards;

(b) all future construction of the 2008 Prqect wili be done only pursuant to fixed price
construction contracts. The City shall obtain a performance and payment bond from the contractor for
each construction contract in the amount of 100% of the çonstruction price and ensure that such bond is
maintained until construction is completed to the City's, the DNRC's and the DEQ's satisfaction;

(c) all future construction will be done in accordance with plans and specifications on file with
the DNRC and the DEQ, provided that changes may be made in such plans and specifications with the
written consent of an Authorized DNRC Officer and the DEQ; and

(d) the 2008 Project is a project of the type permitted to be financed under the Act, the State
Act and the Program and Title VI of the Clean Water Act.

Section 3.4 Completion or Cancellation or Reduction of Costs of the 2008 Project.

13



(a) Upon completion of the 2008 Project, the City shall deliver to the DNRC a certificate
stating that the 2008 Project is complete, stating the amount, if any, of the Reserved Amounts, and
releasing the remaining amount, if any, of the Committed Amount. If any Reserved Amount is not later
needed, the City shall so inform the DNRC and release such amount. If Appendix A describes two or
more separate projects as making up the 2008 Project, a separate completion certificate shall be delivered
for each.

(b) Ifall or any portion ofthe 2008 Project is cancelled or cut back or its costs are reduced or
for any other reason the City will not require the full Committed Amount, the City shall promptly notify
the DNRC in writins of such fact and release the portion of the Committed Amount which will not be
needed.

äË?tiiï
Section 4. I The Loan: Disbursement of Loan. The DNRC has agreed to lend to the Borrower, from

time to time as the requirements of this Section 4. 1 are met, an amount up to: (i) 57,400,000 (the "2008
Committed Amount") for the purposes of financing, refinancing or reimbursing the Borrower for all or a portion
ofthe costs ofthe 2008 Project and paying costs ofissuance on the Series 2008 Bond; provided the DNRC shall
not be required to loan any proceeds of the State Bonds to the Borrower after 360 days following the Estimated
Completion Date. The Committed Amount may be reduced as provided in Sections 3.2 and 3.4. The 2008 Loan
shall be disbursed as provided in this Section 4.1 . The DNRC intends to disburse the 2008 Loan through the
Trustee.

(a) In consideration of the issuance of the Series 2008 Bond by the Borrower, the DNRC shall
make, or cause the Trustee to make, a disbursement of all or a portion of the 2008 Loan upon receipt of
the followine documents:

(1) an Opinion ofBond Counsel as to the validity and enforceability ofeach series of
the Series 2008 Bond and the security therefor and stating in effect that interest on each series of
the Series 2008 Bond is not includable in gross income of the owner thereof for purposes of
federal income taxation, in form and substance satisfactory to the DNRC;

(2) the Series 2008 Bond, fully executed and authenticated;

(3) a certified copy of this Supplemental Resolution;

(4) any other security instruments or documents required by the DNRC or DEQ as a

condition to their approval of the 2008'Loan;

(5) if all or part of the 2008 Loan is being made to refinance a Project or reimburse the
Bonower for the costs of a Project paid prior to the Closing, evidence, satisfactory to the DNRC
and the Bond Counsel referred to in (1) above, (A) that the acquisition or construction ofthe 2008
Project was begun no earlier than March 7, 1985 or the debt was incurred no earlier than March 7,
1985, (B) of the Borrower's title to the 2008 Project, (C) of the costs of the 2008 Project and that
such costs have been paid by the Borrower and (D) on or before the date of payment of each
Reimbursement Expendinue, that the Borrower (or person designated to do so on behalf of the
Borrower) made or will have made a written declaration of the Borrower's official intent (a
"Declaration") which complies with the provisions of Section 1 . 1 50-2(d) and (e) of the
Reimbursement Regulations; however, the Declaration need not cover Reimbursement
Expenditures: (i) to be paid or reimbursed from sources other than the Series 2008 Bond, (ii)
constituting "preliminary expenditures" (within the meaning of Section 1 . 1 50-2(Ð(2) of the
Regulations) for the 2008 Project, including engineering or architectural expenses and similar
preparatory expenses, which in the aggregate do not exceed 20%o of the "issue price" of the Series
2008 Bond, (iii) in a "de minimis" amount (as defined in Section 1.150-2(f)(1) of the
Regulations), i.e., $ 1 00,000; or (iv) Reimbursement Expenditures paid not more than 60 days
before the date of the Declaration. Forpurposes of this subparagraph, "Reimbursement
Regulations" shall mean Treasury Regulations, Section 1.150-2 and "Reimbursement
Expenditures" shall mean any expenditure with respect to the 2008 Project that the Borrower paid
or will have paid prior to the issuance of the Series 2008 Bond;
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(6) the items required by the Indenture for the portion of the 2008 Loan to be disbursed
at Closing; and

(7) such other certificates, documents and other information as the DNRC, the DEQ or
the Bond Counsel giving the opinion referred to in subparagraph (l ) may require (including any
necessary arbitrage rebate instructions).

(b) In order to obtain a disbursement ofaportion ofthe 2008 Loan to pay costs ofthe 2008
Project, the Borrower shall submit to the DNRC and the Trustee a signed request for disbursement on the
form prescribed by the DNRC, with ail attachments required by such form. The Borrower may obtain
disbursements only for costs which have been legally incurred and are due and payable. All Loan
disbursements will be made to the Borrower only upon proof that cost was incurred.

(c) For ref,rnancings, a disbursement schedule complying with the requirements of the Ciean
Water Act shall be established by the DNRC and the Bor¡ower at Closing, If the Borrower should repay

all or a portion of thç debt to be refinanced from other sources or should otherwise not need any portion of
the loan which was to have been used to ref,rnance such debt, it shall inform the DNRC and the Trustee of
such fact pursuant to Section 3.4(b) and a new disbursement schedule shall be drawn up by the DNRC.
The DNRC shali obtain a receipt from the holder of the debt being refinanced for each disbursement made

to pay or prepay a portion of such debt.

(d) If all or a portion of the 2008 Loan is made to reimburse a Borrower for Project costs paid
by it prior to Closing, the Borrower shall present at Closing the items required by Section 4. I (b) relating
to such costs. The Trustee shall disburse such amounts to the Borrower pursuant to a disbursetnent

schedule complying with the requirements of the Clean Water Act established by the DNRC and the

Borrower at the Closing

(e) Notwithstanding anything else provided herein, the Trustee shall not be obligated to
disburse the 2008 Loan any faster or to any greater extent than it has available EPA Capitalization Grants,

Bond proceeds and other amounts available therefor in the Revolving Fund. The DNRC shall not be

required to do "overmatching" pursuant to Section 5.04(b) of the Indenture, but may do so in its
discretion. The Borrower acknowledges that if Project costs are incuned faster than the Borrower
projected at Closing, there may be delays in rnaking disbursements of the 2008 Loan for such costs

because of the schedule under which EPA makes EPA Capitalization Grant money available to the

DNRC. The DNRC will use its commercially reasonable efforts to obtain an acceleration of such

schedule if necessary.

(Ð Upon making each 2008 Loan disbursement, the Trustee shall note such disbursçment on

Schedule A to the Series 2008 Bond.

(g) The Borrower agrees that it will deposit in the Reserve Account upon receipt thereof, on

the Closing Date ofthe 2008 Loan and upon any disbursement date, any proceeds ofthe 2008 Loan
borrowed for the purpose of increasing the balance in the Reserve Account to the Reserve Requinement.

The Borrower frrrther acknowledges and agrees that anyportion ofthe 2008 Loan representing capitalized
interest shall be advanced.oniy on Payment Dates and shall be transferred by the Trustee on the Pa)..rnent

Date directly to the Debt Service Account. The amount of any such transfer shall, as appropriate, be a

credit against the interest payments duç on the 2008 Loan, and interest on any such loan so affected shall

accrue only from the date oftransfer.

Section 4.2 Commencement of Loan Term. The Borrower's obligations under this Resoiution and the

Collateral Documents shall commence on the date hereof unless otherwise provided in this Resolution. However,
the obligation to make payments under Article V hereof shall commence only upon the first disbursement by the

Trustee of the proceeds of the 2008 Loan,

Section 4.3 Termination of Loan Term. The Borrower's obligations under this Resolution and the

Collateral Documents shall terminate upon payment in full of all amounts due under the Series 2008 Bond and

this Resolution; provided, however, that the covenants and obligations provided in Article VI and Section 10.4

shall survive the termination of this Resolution.

Section 4.4 Loan Closing Submissions. On or prior to the Closing, the Bor¡ower will have delivered to
the DNRC and the Trustee the closing submissions required by Section 7.05 of the Indenture,
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ARTICLE V
REPAYMENT OF 2OO8 LOAN

Section 5.1 Repa]¡ment of 2008 Loan. The Borrower shall repay the amounts lent to it pursuant to

Section 4.1 hereof, plus interest on the unpaid amounts lent at the rate of two percent (2.00%) per annum, in

semiannual Loan Repayments. ln addition, the Borrower shall pay an Administrative Expense Surcharge on the

outstanding principal amount of the 2008 Loan at the rate of seventy-five hundredths of one percent (0.7 5%o) per

annum and á Loan Loss Reserve Surcharge on the outstanding principal amount ofthe 2008 Loan at the rate of
one percent (1.00%) per annum. For purposes of this Resolution and the Program, the term "interest" on a Loan

shali include the Administrative Expense Surcharge and Loan Loss Reserve Surcharge, The Borrower shall pay

all Loan Repal.rnents and the Administrative Expense Surcharge and Loan Loss Reserve Surcharge in lawful

money of the United States of America to the DNRC. Interest, the Administrative Expense Surcharge, and Loan

Loss Reserve Surcharge shall be calculated on the basis ofa year of360 days comprising 12 months of30 days

each.

The Loan Repayments required by this Section 5.1 and the Administrative Expense Surcharge and Loan

Loss Reserve Surcharge shall be due on each January 1 and July 1 (the "Payment Dates"), as follows:

(1) interest and the Administrative Expense Surcharge and Loan Loss Reserve

Surcharge on the outstanding principal balance of the 2008 Loan shall be payable on each January

1 and July I , beginning on January | , 2009, which is the first Payment Date after the Closing of
the 2008 Loan:

(2) the principal of the 2008 Loan shall be repayable on each Payment Date, beginning

on January 1,2009 and concluding on July 1,2028, and the amount ofeach principal payment

shall be calculated on the basis of substantially level debt service at a rate oî3.75% per annum;

and

The payments of principal of and interest and the Administrative Expense Surcharge and the Loan

Loss Reserve Surcharge on the 2008 Loan shall be due on the dates specified above and on the dates and

in the amounts shown in Schedule B of the Series 2008 Bond, as such Schedule B shall be modified from

time to time as provided below, The portion of each such Loan Repayment consisting of principal and the

portion consisting of interest and the amount of each Administrative Expense Surcharge and the portion

consisting of the Loan Loss Reserve Surcharge shall be set forth in Schedule B to the Series 2008 Bond.

Upon each disbursement of amounts of the 2008 Loan to the Borrower pursuant to Section 4.1 hereof, the

Trustee shall enter or cause to be entered the amount advanced on Schedule A to the Series 2008 Bond,

under "Advances" and the total amount advanced under Section 4.1, including such disbursement, under

"Total Amount Advanced."

Ifthe advance was made to pay costs ofthe 2008 Project pursuant to Section 4'1(b), interest and

Administrative Expense Surcharge and the Loan Loss Reserve Surcharge on such advance shall accrue

from the date the udu*"" is made and shall be payable on each Payment Date thereafter. Once the

completion certifìcate for a Project has been delivered to the DNRC, the Trustee shall revise Schedule B

to the Series 2008 Bond, as appropriate, in accordance with this Section 5, 1 , and the Trustee shall send a

copy of such Schedule B to the Borrower within one month after delivery of the completion certificate.

Past-due payments of principal and interest, the Administrative Expense Surcharge, and thç Loan

Loss Reserve Surcharge shall bear interest at the rate often percent (10.00%) per annum, until paid.

Any payment of principal, interest, the Administrative Expense Surcharge, and the Loan Loss

Reserye Suròharge undei this Section 5.1 shall also be credited against the same payment obligation under

the Series 2008 Bond.

Section 5.2 Additional Pa)¡ments. The Borrower shall also pay, within 30 days after receipt of a bill
therefor, from any legally available funds therefor, including proceeds of the 2008 Loan, if the Bonower so

chooses, all reasonable expenses of the DNRC and the Trustee in connection with the 2008 Loan, the Collateral

Documents and the Series 2008 Bond, including, but not limited to:

(a) the cost of reproducing this Resolution, the Collateral Documents and the Series 2008

lo
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(b) the fees and disbursemcnts of Bond Counsel and other Counsel utilized by the DNRC and

the Trustee ìn connection with the Loan, this Resolution, the Collateral Documents and the Series 2008

Bond and the çnforcemcnt thereofl and

(c) all taxes and other govemmental charges in connection with the execution and deiivery of

the Collateral Documents or the Séries 2008 Bond, whether or not any of the Series 2008 Bond is then

outstanding, including all recording and filing fees relating to the Collateral Documents and the pledge of
the State's;ght, titleãnd interest in and to the Series 2008 Bond, the Collateral Documents and this

Resolution and all expenses, including attomeys' fees, relating to any amendments, waivers, consents or

collection or enfo¡celnent proceedings pursuant to the provisions hereofor thereof'

Section 5.3 prepayments. The Borrower may not prepay all or any part of the outsta¡ding principal

amount of any of the Sériã æOS gond unless (i) it obtains the prior written consent of the DNRC thereto, and

(ii) no Loan Repayment, Administrative Expense Surcharge, or Loan Surcharge is then delinquenl Any

prápuy-.rrt p.r.itt.d by the DNRC must be accompanied by payment of accrued interest and Administrative

b*p.rrr" Sur'charge and Loan Loss Reserve Surcharge to the date of prepayment on the amount of principal

prepaid. If any oi the Series 2008 Bond is prepaid in part pursuant to this Section 5 '3, such prepayments shall be

applied to principal payments in inverse order of maturity'

Section 5.4 Oblisations of Borrower Unconditional. The obligations of the Borrower to make the

pa),ments required Uy tfri. n.*fution and th. S.ri"i 2008 Bond and to perform its other agteements contained in

this Resolution, the Series 2008 Bond and Collateral Documents shall be absolute and unconditional, except as

otherwise provided herein or in such documents. The Borrower (a) shall not suspend or discontinue any

payments provided for in this Resolution and the Series 2008 Bond, (b) shall perform all its other agreements rn

this Resolution, the series 200g Bond and the collateral Documents and (c) shall not terminate this Resolution,

the Series 200g Bond or the Collateral Documents for any cause, including any acts or circumstances that may

constitute failure of consiãeration, destructionlof or damage to the 2008 Project or the System, commerciai

frustration of purpose, uny ai.puté with the DNRC or t¡e ppe, any change in the laws of the United States or of

the State o, uny pìtd"ul subdivision of either or any failure of the DNRC to perform any of its agreements'

whether express or implied, or any duty, liability oiobligation arising from or connected with this Resolution'

provided, however, if none of the 2008 Loan contemplated herein is made and no funds are disbursed to the

Borrower. this Resolution may be terminated'

Section 5.5 Limited Liabilitv' All pa1'rnents of principal of and interest on the 2008 Loan and other

pal.rnent obligations of th. gorro'wer hereunder and under the Series 2008 Bond shall be special, limited

obligations of the Borrowet payatf e solely out of the Net Revenues or out of the Revenue Bond Account and

shall not be payable out of any other funds or revenues of the Borrower. The obligations of the Borrower under

this Resolution and the Se¡es ZOOA Bond shall never constitute an indebtedness of the Borrower within the

meaning ofany state constitutional provision or statutory limitation and shall never constitute or give rise to a

pecuniary liability of thç Borrower ór a charge against iis general credit or taxing power' The taxing powers of

the Borrower are not pledleJ to puy principJ ofãr interesì on the Series 2008 Bond, and no funds or property of

the Borrower other than tñ. N"t if"uånu.t *. pledged to pay principal of or interest on the Series 2008 Bond'

ARTICLE VI
INDEMNIFICATION OF DNRC AND DEQ

The City shall indemnify and save harmless the DNRC, DEQ and their offtcers, employees and agents

(each an ,'Inder¡urified party" oi collectively, the "Indemnified Parties") against and from any and all claims'

àu*ug"r, demands, "*p"rr*., 
liabilities and lossçs of every kind asserted by or on behalf of any Person arising

out of-the acts or omisiions of the City or its employees, officers, agents, conhactors, subcontractors, or

consultants in conneçtron with or with regard orìn any way relating to the condition, use, possession, conduct,

management, plarìriing, design, acquisition, construction, installation or financing of the 2008 Proþt' The City

shail also indemniff and savã harmless the Indemnifìed Parties against and from all costs, reasonable attomeys'

i".r, ,*p"nr.. and iiabilities incurred in any action or proceeding brought by reason ofany such claim or

demand. If any proceeding is brought against an Indemnified Party by reason of such claim or demand, the City

sliall, upo' noiice from an"lndemniied Party, defend such proceeding on behalf of the Indemnified Party'
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ARTICLE VII
ASSIGNMENT

Section 7.1 Assignment by Citv. The City may not assign its rights and obligations under the
Resolution or the Series 2008 Bond.

Section 7.2 Assigrrment by DNRC. The DNRC will pledge its rights under and interest in the
Resolution, the Series 2008 Bond and the Collateral Documents (except to the extent otherwise provided in the
Indenture) as security for the payment ofthe State Bonds.

Section 7.3 State Refi.mdins Bonds. In the event the State Bonds and Additional State Bonds are

refunded by bonds which are not Additional State Bonds, all references in the Resolution to State Bonds and

Additional State Bonds shall be deemed to refer to the refunding bonds and any bonds of the State on a parity
with such refunding bonds (together, the "Refunding Bonds") or, in the case of a crossover refunding, to the State

Bonds and Additional State Bonds and the Refunding Bonds. In the event the State Bonds are refunded by an

issue of Additional State Bonds, all references in the Resolution to the State Bonds shall be deemed to refer to
such Additional State Bonds or, in the case of a crossover refunding, both the State Bonds and such Additional
State Bonds.

ARTICLE VIII
THE SERIES 2OO8 BOND

Section 8.1 Net Revenues Available. The City is authorized to charge just and equitable rates, charges

and rentals for all services directly or indirectly furnished by the System, and to pledge and appropriate to the

Outstanding Bonds and the Series 2008 Bond the net revenues to be derived from the operation of the System,
including improvements, betterments or extensions thereof hereafter constructed or acquired. The net revenues to
be produced by such rates, charges and rentals during the term ofthe Series 2008 Bond will be more than
suffrcient to pay the principal and interest when due on the Series 2008 Bond, and to create and maintain
reasonable reserves therefor and to provide an adequate allowance for replacement and depreciation, as herein
prescribed.

Section 8.2 lssuance and Sale ofthe Series 2008 Bond. The Council has investigated the facts
necessary and hereby finds, determines and declares ìt to be necessary and desirable for the City to issue the
Series 2008 Bond to evidence the 2008 Loan. The Series 2008 Bond is issued to the DNRC without public sale

pursuant to Montana Code A¡notated, Section 7-7-aa33Q)@).

Section 8.3 Terms. The Series 2008 Bond shall be in the maximum principal amount equal to the
original 2008 Committed Amount, shall be issued as a single, fully registered bond numbered R-l, shall be dated
as of the date of delivery to the DNRC, and shall bear interest at the rate charged by the DNRC on the 2008 Loan.
The principal of and interest on the Series 2008 Bond shall be payable on the same dates and in the same amounts
on which principal and interest of the Loan Repayments are payable. Advances of principal of the Series 2008

Bond shall be deemed made when advances of the 2008 Loan are made under Section 4.1, and such advances

shall be payable in accordance with Schedule B to the Series 2008 Bond as it may be revised by the DNRC from
time to time in accordance with Section 5.1.

The Borrower may prepay the Series 2008 Bond, in whole or in part, only upon the terms and conditions
under which it can prepay the Loan under Section 5.3.

Section 8.4 Negotiability. Transfer and Reeistration. The Series 2008 Bond shall be fully registered as

to both principal and interest, and shall be initially registered in the name of and payabie to the DNRC. While so

registered, principal of and interest on the Series 2008 Bond shall be payable to the DNRC at the Office of the
Department of Natural Resources and Conservatíon, 1625 Eleventh Avenue, Helena, Montana 59620-2301 or
such other place as may be designated by the DNRC in writing and delivered to the City. The Series 2008 Bond
shall be negotiable, subject to the provisions for registration and transfer contained in this Section. No transfer of
the Series 2008 Bond shall be valid unless and until ( 1 ) the holder, or his duly authorized attorney or legal
representative, has executed the form ofassignment appearing on the Series 2008 Bond, and (2) the Clerk-
Treasurer ofthe City (or successors, the "Registrar"), as Bond Registrar, has duly noted the transfer on the Series

2008 Bond and recorded the transfer on the registration books of the Registrar. The Registrar may, prior to
noting and recording the transfer, require appropriate proofofthe transferor's authority and the genuineness of
the transferor's signature. The City shall be entitled to deem and treat the Person in whose name the Series 2008
Bond is registered as the absolute owner of the Series 2008 Bond for all purposes, notwithstanding any notice to
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the contrary, and all payments to the registered holder shall be valid and effectual to satisfy and discharge the

City's liability upon such Bond to the extent of the sum or surts so paid.

Section 8.5 Execution and Deliverv. The Series 2008 Bond shall be executed on behalf of the City by
the manual signatures of the Mayor and City Clerk. Any or all of such signatures may be affixed at or prior to the

date ofdelivery ofthe Series 2008 Bond. The Series 2008 Bond shall be sealed with the corporate seal ofthe
City. In the event that any ofthe officers who shall have signed the Series 2008 Bond shall cease to be offrcers of
the City before the Series 2008 Bond is issued or delive¡ed, their signatures shall remain binding upon the City.
Conversely, the Series 2008 Bond rnay be signed by an authorized official who did not hold such office on the

date of adoption of this Supplemental Resolution. The Series 2008 Bond shall be delivered to the DNRC, or its

attorney or legai representative.

Section 8.6
Appendix B.

Form. The Series 2008 Bond shall be prepared in substantially the form attached as

ARTICLE iX
SECURITY FOR THE SERIES 2OO8 BOND

The Series 2008 Bond is issued as additional parity Bonds under Section 10.3 of the Original Resolution
and shall, with the Series 2005 Bond and any other additional parity Bonds issued under the provisions ofSection
I 0.3 of the Original Resolution, be equally and ratably secured by the provisions of the Resolution and payable

out of the Net Revenues appropriated to the Revcnue Bond Account of the Sewer System Fund, without
preference or priority, all as provided in the Resolution, and secured by the Resewe Account to the Reserve

Requirement, as further provided in Section 10.3 of the Origlnal Resolution. Upon advancement of principal of
the Series 2008 Bond, the Finance Director shall transfer from available funds of the System or proceeds of the

Series 2008 Bond such amount or amounts to the Reserve Account to cause the balance therein to equal the

Reserve Requirement, treating such principal amount as Outstanding. Upon the first advance of proceeds of the

Series 2008 Bond, the deposit to the Reserve Account shall be suffrcient to cause the balance in the Reserve

Account to equal the Reserve Requirement in respect of the Series 2005 Bond and the principal of the Series

2008 Bond so advanced. The City shall keep, perform and observe each and every one ofits covenants and

undertakings set forth in the Resolution for the benefit of the registered owners from time to time of the Series

2008 Bond.

ARTICLE X
TAX MATTERS

Section 10.1 Use of Proiect. The 2008 Project will be owned and operated by the City and available for
use by members of the general public on a substantially equal basìs. The City shall not enter into any lease, use

or other agreement with any non-govemmental person relating to the use of the 2008 Project or the System or

security for the payment of the Series 2008 Bond which might cause the Series 2008 Bond to be considered a

"private activity bond" or "private loan bond" within the meaning of Section 141 of the Code.

Section 10.2 General Covenant, The City covenants and agrees with the owners from time to hime of
the Series 2008 Bond that it will not take or permit to be taken by any of its officers, employees or agents any

action which would cause the interest on the Series 2008 Bond to become includable in gross income for federal

income tax purposes under the Code and the Regulations, and covenants to take any and all actions within its
powers to ensure that the interest on the Series 2008 Bond will not become includable in gross income for federal

income tax purposes under the Code and the Regulations,

Section 10.3 Arbitrage Certification, The Mayor and the City Clerk, being the offtcers of the City
charged with the responsibility for issuing the Se¡ies 2008 Bond pursuant to the Resoiution, are authorized and

directed to €xecute and deliver to the DNRC a cerfi{tcate in accordance with the provisions of Section I 48 of the

Code, and Section 1.148-2(b) of the Regulations, stating that on the basis of facts, estimates and circumstances in
existence on the date ofissue and delivery ofthe Series 2008 Bond, it is reasonably expected that the proceeds of
the Series 2008 Bond will be used in a manner that would not cause the Series 2008 Bond to be an "arbitrage
bond" within the meaning of Section 1 48 of thc Code and the Regulations.

Section 10.4 Arbitrage Rebate. The City acknowledges that the Series 2008 Bond is subject to the

rebate requirements ofSection 148(f) ofthe Code, The City covenants and agrees to retain such records, make
such determinations, file such reports and documents and pay such amounts at such times as are required under
said Section 1a8(f) and applicable Treasury Regulations to preserve the exclusion ofinterest on the Series 2008
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Bond from gross income for federal income tax purposes, unless the Series 2008 Bond qualify for the exception

from the rebate requirement under Section 148(Ð(4XB) ofthe Code and no "gross proceeds" ofthe Series 2008

Bond (other than amounts constituting a "bona fide debt service fund") arise during or after the expenditure of the

original proceeds thereof. In furtherance of the foregoing, the City Administrator is hereby authorized and

directed to execute a Rebate Certificate, substantially in the form of the Rebate Certificate cunently on file in the

office ofthe City Clerk ofCouncil, and the City hereby covenants and agrees to observe and perform the

covenants and agreements contained therein, unless amended or terminated in accordance with the provisions
thereof.

Section 10.5 Information Reporting. The City shall file with the Secretary of the Treasury, not later
than November 15, 2008, a statement conceming the Series 2008 Bond containing the information required by
Section 149(e) ofthe Code.

ARTICLE XI
MISCELLANEOUS

Section 1 i. i Notices. All notices or other communications hereunder shall be sufficiently sent or given

and shall be deemed sent or given when delivered or mailed by certifìed mail, postage prepaid, to the parties at

the following addresses:

DNRC: Department of Natural Resources and Conservation
1625 Eleventh Avenue
P. O. Box 201.601

Helena, Montana 59620-1601
Attn: Conservation and Resource

Development Division

Trustee: U.S. Bank National Association
c/o Corporate Trust Services
Two Union Square

City:

601 Union Street, Suite 2120
Seattie, Washington 98 1 01

City of Billings
P.O. Box 1178

Billings, Montana 591 03

Attention: City Clerk

Any of the above parties may, by notice in writing given to the others, designate any further or different

addresses to which subsequent notices or other communications shali be sent,

Section 11.2 Bindinq Effect. This Supplemental Resolution shall inure to the benefit of and shall be

binding upon the DNRC, the City and their respective successors and assigns.

Section 11.3 Severability. If any provision of this Supplemental Resolution shall be determined to be

unenforceable at any time, it shall not affect any other provision ofthe Resolution or the enforceability ofthat
provision at any other time.

Section 1 1.4 Amendments. This Supplemental Resolution may not be effectively amended without the

written consent of the DNRC.

Section 11.5 Applicable Law. This Supplemental Resolution shall be govemed by and construed in
accordance with the internal laws of the State.

Section 11.ó Captionsl References to Sections. The captions in this Suppiemental Resolution are for
convenience only and do not define or limit the scope or intent of any provisions or Sections of this Supplemental

Resolution.

Section t 1.7 No Liabilitv of Individual Officers. Directors or Trustees. No recourse under or upon any

obligation, covenant or agreement contained in this Suppiemental Resolution shall be had against any director,
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officer or employee, as such, past, present or future, of the DNRC or the Trustee, either directly or through the

DNRC or the Trustee, or against any officer, or member of the goveming body or employee of the City, past,

present or fufure, as an individual so long as such individual was acting in good faith. Any and all personal

liability of every nature, whether at common law or in equity, or by statute or by constitution or otherwise, of any

such officer or member of the goveming body or empioyee of the DNRC, the Trustee or the City is hereby

expressly waived and released by the City and by the DNRC as a condition of and in consideration for the

adoption of this Resoiution and the making of the Loan.

Section 11.8 Payments Due on Holidavs. If the date for making any payment or the last date for
performance of any act or the exercise of any right, as provided in this Supplemental Resolution or the Series

2008 Bond, shall not be Business Day, such payments may be made or act performed or right exercised on the

next succeeding Business Day with the same force and effect as if done on the nominal date provided in this

Supplernental Resoiution or the Series 2008 Bond.

Section 11.9 Risht of Others To Perform Cit:r''s Covenants. In the everf the City shall fail to rrake any

payrent or perform any acfrequired to be performed hereunder, then and in each such case the DNRC or the

provider of any Collateral Document may (but shall not be obligated to) remedy such default for the account of
the City and make advances for that purpose. No such performance or advance shall operate to release the City
from any such default and any sums so advanced by the DNRC or the provider of any Collateral Document shall

be paid immediately to the party making such advance and shall bear interest at the rate of ten percent (10.00%)

per ¿rnnum from the date of the advance until repaid, The DNRC and the provider of any Collateral Document

shail have the right to enter the 2008 Project or the facility or facilities ofwhich the 2008 Project is a part or any

other facility which is a part ofthe System in order to effectuate the purposes ofthis Section.

Section11.10 AuthenticationofTranscript. Theoff,rcersoftheCityareherebyauthorizedanddirected
to furnish to the DNRC and to Bond Counsel agrtified copies of ail proceedings relating to the issuance of the

Series 2008 Bond and such other certifrcates and affidavits as maybe required to show the right, power and

authority of the City to issue the Series 2008 Bond, and all staternents contained in and shown by such

instruments, including any heretofore fumished, shall constitute representations of the City as to the truth of the

statements of fact purported to be shown thereby.

Section 1 1.1 i Effective Date. This Supplemental Resolution shall take effect immediately.

PASSED AND ADOPTED by the City Council of the City on this 28th day of July, 2008.

tn"rt, ( q*i YVTn-n+,'a-\
City Clerk

(SE

21



APPENDIX A

Description of the 2008 Project

The 2008 Project consists of replacing existing aged Briarwood wastewater treatment facility by
extending sanitary sewer main from the City's existing sewer infrastructure in South Billings Boulevard, thereby
integrating the extension into the City's wastewater system.
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APPENDIXB

[Form ofthe Series 2008 Bond]

LINITED STATES OF AMERICA
STATE OF MONTANA

YELLOWSTONE COU{TY

CITY OF BILLINGS

SEWER SYSTEM REVENUE BOND
(DNRC REVOLVING LOAN PROGRAM), SERIES 2008

No. R-l $7,400,000

FOR VALUE RECEIVED, the City of Billings, Montana (the "Borrower"), a duly organized municipal

corporation and political subdivision of the State of Montana, acknowledges itself to be specially indebted and,

for value received, hereby promises to pay to the Department of Nafural Resources and Conservation of the State

of Montana (the "DNRC"), or its registered assigns, solely from the Revenue Bond Account of its Sewer System

Fund, the principal sum equal to the sum of the amounts entered on Schedule A attached hereto unde¡ "Total
Amount Advanced," with interest on each such amount from the date such amount is advanced hereunder at the

rate of 2.00%o per annum on the unpaid balance until paid, In addition, the Borrower shall pay an Administrative

Expense Surcharge and a Loan Loss Reserve Surcharge on the outstanding principal amount ofthis Bond at the

ratc of seventy-five hundredths of one percent (0.75%) and one pçrcent (1.00%), respectively, per arulum,

Interest and Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be payable in semiannual

installments payable on each January 1 and July I (each a,,Loan Repa¡.ment Date") commencing Januaryl,

2009. Principal shall be payable on the dates set forth in Schedule B hereto. Each installment shall be in the

amount set forth opposite its due date in Schedule B attached hereto under "Total Loan Payrnent." The portion of
each such payment consisting of principal, the porlion consisting of interest and the portion consisting of
Administrative Expense Surcharge and Loan Loss Reserve Surcharge shail be as set forth in Schedule B hereto.

Upon each disbursement of 2008 Loan amounts to the Borrower pursuant to the Resolution described below, the

DNRC shall enter (or cause to be entered) the amount advanced on Schedule A under "Advances" and the total

amount advanced under the Resolution (as hereinafter defined), including such disbursement, under "Total

Amount Advanced." The DNRC shall prepare Schedule B and any revised Schedule B, or cause Schedule B and

any revised Schedule B to be prepared, as provided in Section 5.1 of the Resolution. Schedule B shall be

calculated and rccalculated on ã substantialty level debt service basis assuming an interest rate of 335Yo per

annum. Past-due payments of principal and interest and Administrative Expense Surcharge and Loan Loss

Reserve Surcharge shall bea¡ interest at the rate of ten percent (10.00%) per arinum, until paid. Interest and

Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be calculated on the basis of a 360-

day year comprising 12 months of 30 days each. All payments under this Bond shall be made to the registered

troidèr of thiJBond, at its address as it appears on the Bond register, in lawful money of the United States of
Arnerica. \

This Bond is one of an issue of Sewer System Revenue Bonds of the Borrower authorized to be issued in

one or more series from time to time, and constifutes a series in the maximum authorized principal amount of
$7,400,000 (the "series 2008 Bond"). This Series 2008 Bond is issued to ftnance all or a portion of the

construction of certain improvements to the Sewer System of Borrower (the "System"), and to pay costs of
issuance of the Series 2008 Bond. The Series 2008 Bond is issued pursuant to and in full conformity with the

Constitution and laws of the State of Montana thereunto enabling, including Montana Code Ar¡notated, Title 7,

Chapter 7,Paft 44, as amended, and ordinances and resolutions duly adopted by the goveming body of the

Borrower, including Montana Code An¡rotated, as amended, Title 7, Chapter 7, Parts 44 arrd 45, as amended,

Resolution No. 05-18326 of the City adopted on August 22,2005, as amended and supplemented by Resolution

No. 08-18738 adopted on July 28,2008 (collectively, the "Resolution"). The Series 2008 Bond is issuable only

as a single, fully registered bond. The Series 2008 Bond is issued on a parity with the $4,51 5,000 Sewer System

Revenue Bond (DNRC Water Pollution Control State Revolving Loan Program), Series 2005 (the "Outstanding

Bond").

Reference is made to the Resolution for a more complete statement of the terms and conditions upon

which the Series 2008 Bond has been issued, the net revenues of the System pledged and appropriated for the
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