
CERTIFICATE AS TO RESOLUTION AND ADOPTING VOTE

I, the undersigned, being the duly qualihed and acting recording officer of the City of Billings, Montana

(the ,,City"), hereby certify that the attached resolution is a true copy of Resolution No. 09-18852 entitled:

..RESOLUTION RELATING TO $3,5OO,OOO WATER SYSTEM REVENUE BONDS (DNRC DRINKING

WATER STATE REVOLVING LOAN PROGRAM), CONSISTING OF $416,300 SUBORDINATE LIEN

TAXABLE SERIES IOOìABOND, $333,700 SERIES 2OO9B BOND, AND $2,750,000 SERIES 2OO9C BOND;

AUTHORIZING THE ISSUANCE AND FIXING THE TERMS AND CONDITIONS THEREOF" (the

..Resolution"), on file in the original records of the City in my legal custody; that the Resolution was duly

adopted by the City Council of the City at a regular meeting on July 27,2009, and that the meeting was duly held

by the City Council and was attended throughout by a quorum, pursuant to cail and notice of such meeting given

as required by law; and that the Resolution has not as of the date hereof been amended or repealed.

I further certify that, upon vote being taken on the Resolution at said meeting, the following Council

Members voted in favor thereof:

voted against the same: ; abstained from voting thereon;

; or were absent: Gaqhen' Brewster. Clark'

WITNESS my hand officially this 27th day of July, 2009'

( 
^-ri 

-Yll.ud,-,xt

City Clerk
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RESOLUTION RELATING TO S3,5OO,OOO WATER SYSTEM REVENUE
BONDS (DNRC DRINKING WATER STATE REVOLVING LOAN
PROGRAM), CONSISTING OF S416,300 SUBORDINATE LIEN TAXABLE
SERIES 2OO9ABOND, $333,700 SERIES 2OO9B BOND, AND $2,750,000
SERIES 2OO9C BOND; AUTHORIZINGTHE ISSUANCE AND FIXING THE
TERMS AND CONDITIONS THEREOF

WHEREAS, pursuant to the Drinking Water State Revolving Fund Act, Montana Code Arulotated, Title
75, Chapter 6,Part2, as amended (the "State Act"), the State of Montana (the "State") has established a

revoiving 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

drinking water state 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 iimited to,

all federal grants for capitalization of a state drinking water revolving fund under the federal Safe Drinking Water

Act (the "Safe Drinking Water Act"), all repal.rnents of assistance awarded from the Revolving Fund, interest on

investments made on money in the Revolving Fund and payrnents of principal of and interest on loans made from
the Revolving Fund; and

WHEREAS, the State Act provides that fimds from the Program shall be disbu¡sed and administered for

the purposes set forth in the Safe Drinking Water Act and according to rules adopted by the DEQ and the DNRC;

and

WHEREAS, one-time funding has been made available to the Program under the American Recovery and

Reinvesrment Act of 2009, Pub. L. No. 1 1 1 -5 (2009) ("ARRA"), a portion of which funding may be disbursed to

eligibie borrowers for eligible projects, upon satisfaction of certain terms and conditions specified in ARRA,

Program documents, and herein; and

WHEREAS, the City of Billings, Yellowstone County, Monta¡ra (the "Borrower") has applied to the

DNRC for the 2009 Loans (as hereinafter defined) from the Revolving Fund to enable the Borrower to finance,

refinance or reimburse itself for the costs of the 2009 Project (as hereinafter defined) which will carry out the

purposes of the Safe Drinking Water Act and be implemented in accordance with ARRA; and

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

Resolution and to issue the Series 2009 Bonds (as hereinafter defined) to evidence the 2009 Loans (as hereinafter

defined) for the purposes set forth herein; and

WHEREAS, the DNRC will fund the 20094 Loan (as hereinafter defined) and the 20098 Loan (as

hereinafter defined) with funds provided by the United States Envìronmental Protection Agency under ARRA,

[and will fund the 2009C Loan in part, directly or indirectly, with proceeds of State Bonds (as hereinafter

äefined) and in part, directly or indirectly, with funds provided by the EPA under the Clean Water Act'l

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COTINCIL OF THE CITY OF BILLINGS,

MONTANA, AS FOLLOWS:

RESOLUTION NO. 09.1 8852

DEFINITIONS, RULES OF CONSTRUCTION AND APPENDICES

Definitions. Unless a different meaning clearly appears from the context, terms used with initial capital

letters but undefined in this Supplemental Resolution shall have the meanings given them in the Originai

Resolution (as amended by Article XII beiow), the Indenture, in Article XItrbelow, or as follows:

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



"Acquisition and Construction Account" means the Series 2009 Acquisition and Construction Account I

created in the Water System Fund pursuant to Section 8.7 of this Supplemental Resolution.

"Act" means Montana Code A¡rnotated, Title 7 , Chapher 7, Parts 44 and 45, as ireretofore and hereafter i

amended or supplemented.

..Additiona1Bonds,,meanSanyBondsissuedpurSuanttoSection10.3oftheoriginalReso1ution.

"Administrative Expense Surcharge" means, when applicable as provided by this Resolution, a surcharge

equaltoseventy-f,tvehupdredthsofonepercent(0.15%)perannumontheoutstandingprincipaIamountofthe
2009 Loans, payable by the Borrower on a Pa)¡ment Date.

..ARRA',meanstheAmericanRecoveryandReinvestmentActof2009,Pub.L.No'111-5(2009),and

ail regulations, ruies, and interpretations issued by the EPA thereunder.

"rtrRM Bonds" means, collectively, the Series 2009A Bond and the Series 20098 Bond.

*ARlL\CertificateandRequest''meanSthecertificateandrequestattachedheretointheformofthe

attached Appendix D to be completed, executed and delivered by the Borrower to the DNRC pursuant to Section )

5.12.

"Authorized DNRC Officer" means the Director of the DNRC or his or her designee.

..BondCounsei,,neansanyCounseinationallyrecognizedaSexperiencedinmattersrelatingtothe

issuance by states or political subdivisions oftax-exempt obligations selected by the Borrower and acceptabie to 
I

the DNRC.

"Bonds" means the Series 2005 Bond, the Series 20098 Bond, the Series 2009C Bond, and any

AdditionalBonds;..Bonds''doesnotincludetheSeries2009ABond.

"Business Day" means any day which is not a Saturday or Sunday, a legal holiday in the State or a day on ;

which banks in Montana are authorized or required by law to close.

"City" means the City of Billings, Montana and its permitted successors or assigns hereunder.

..C1osing''meansthedateofdeliveryoftheSeries2009BondstotheDNRC.

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

deliveredtotheDNRCsecuringtheob1igationsoftheBorrowerunderthisSupplementalReso1utionandthe
Series2009Bonds.IfnoCollateralDocumentssecuresuchob1igations,anyreferencetoCo1lateralDocuments
in this Supplemental Resolution shall be without effect.

"Committed Amognt" means the amount of the 2009 Loans committed to be lent by the DNRC to the

BorrowerpurSuanttoSection4.1ofthisSupp1ementalReso1ution,assuchamountmaybereducedpurSuantto
Sections 3.2 and 3.4 of this Supplemental Resolution.

..ConstructionContract,,meansthebindingcontractforconstructionofthe2009Projectenteredinto

betweentheBorrowerandtheconstructioncontractorincompliancewitha1llawsoftheState,inc1udingthose
regarding the construction of public proj ects.

"Consultant" means a nationally recognized consultant or firm ofconsultants, or an independent engineer

o¡ firm ofindependent engineers, or an Accountant, which in any case is qualified and has skill and experience in

the preparation offinancial feasibility studies or projections for faciiities similar to the System or the 2009 ':

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

"Council" means the City Council of the City of Billings, Montana'

..CounSe1,,meansanattomeydulyadmittedtopracticelawbeforethehighestcourtofanystateand

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 princþles; 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 agaiast 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 State Act or the EPA Agreements.

"DNRC" means the Department of Natural Resources and Conservation of the State of Mont aîa, an

agency ofthe State, and any successor to its powers, duties and obligations unde¡ the State Act.

"DNRC Forgiveness Statement" means a written statement delivered to the Borrower by the DNRC that
the Borrower's obligation to repay the principal of the Series 20094 Bond is forgiven.

"DNRC Noncompliance Statement" means a written statement delivered to the Borrower by the DNRC
that the Borrower's obligation to repay the principal of the Series 2009A Bond is not forgiven.

"DNRC Statement" means a DNRC Forgiveness Statement or a DNRC Noncompliance Statement.

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

"EPA Agreements" means all capilalization grant agreements and other written agreements between the
DEQ, DNRC and the EPA conceming the Program.

"EPA Capitalizatíon Grant" means a granl of funds to the State by the EPA under Section 1452 of the
Safe Drinking Water Act.

"Estimated Completion Date" means June 30, 2010, the date by which it is estimated by the Borrower that
the 2009 Project will be substantially completed.

"Fund" means the V/ater System Fund established pursuant to Section 1 I . 1 of the Original Resolution.

"Green Infrastructure" means the portion of the 2009 Project that addresses green infrastructure, water or
energy efficiency improvements, or other environmentally innovative activities, as described more particularly in
ARRA and EPA policies or guidelines.

"Govemmental Unit" means govemmental unit as such term is used in Section 1 45(a) of the Code.

"Indenture" means the Indenture of Trust, dated as of May 1,1998, between the Board of Examiners of
the State and the Trustee, as such may be supplemented or amended from time to time in accordance with the
provisions thereof, pursuant to which, among other things, the State Bonds are to be or have been issued.

"Loan Loss Reserve Surcharge" means, when applicable as provided by this Resolution, a

surcharge equal to seventy-five hundredths ofone percent (1.00%) per annum on the outstanding principal
amount of the 2009 Loans, payable by the Bo¡rower on a Palnnent Date.

"Loan Repayments" means periodic installments ofprincipal and interest (including any applicable
Administrative Expense Surcharge and Loan Loss Reserve Swcharge as provided in this Resolution) by
Borrower in repayment of the Series 20098 Bond and Series 2009C Bond, and if the DNRC delivers a DNRC
Noncompliance Statement, of the Series 2009A Bond, at the rates and times specified in Article V.

"Operating Account" means the account created in the Water System Fund pursuant to Section I 1.3 of the

Original Resolution.

"Original Resolution" means Resolution No. 05-18329 of the Borrower adopted on September 12,2005.



"Payment Date" means the date on which a payment of interest or principal and interest on the Bonds or
the Series 2009y'' Bond is due.

"Program" means the Drinking Water State Revolving Fund Program established by the State Act.

"Project" means an improvement, betterment, reconstruction or extension of the System, including the

2005 Project and the 2009 Project.

"Public Entity" means a State agency, city, town, municipality, irrigation district, county water and sewer

district, a soil conservation district or other public body established by State law. or an Indian tribe that has a

federally recognized goveming body carryrng out substantial governmentai duties and powers over any area.

"Regulations" means the Treasury Deparfment, Income Tax Reguiations, as amended or any successor

regulation thereto, promulgated under the Code or otherwise applicable to the Series 2009 Bonds.

"Replacement and Depreciation Account" means the Account created in the Water System Fund pursuant
to Section 11.6 of the Original Resolution.

"Reserve Account" means the account created in the Water System Fund pursuant to Section 1 1.5 of the

Original Resolution.

"Reserve Requirement" means, as of the date of calculation, an amount equal to the maximum principal
ofand interest payable on outstanding Bonds in the cu¡rent or any future fiscal year (giving effect to mandatory
sinking fund redemption, if any). 

,

"Resolution" means the Original Resolution, as amended and supplemented by this Supplernental

Resoiution and other supplementai resolutions.

"Revenue Bond Account" means the account created in the Water System Fund pursuant to Section I 1.4

of the Original Resoiution.

"series 2005 Bond" means the Water System Revenue Bond (DNRC Drinking Water State Revolving
Loan Program), Series 2005, issued by the Borrower, in the original principal amount of $17,300,000 pursuant to

the Resolution as then in effect.

"series 2009 Bonds" means, collectively, the Series 2009A Bond, the Series 20098 Bond, and the Series

2009C Bond.

"series 2009A. Bond" means the $416,300 Subordinate Lien Water Systerr Revenue Bond (DNRC
Drinking Water State Revolving Loan Program), Taxable Series 20094, issued to the DNRC to evidence the

20094 Loan.

"series 20098 Bond" means the $333,700 Water System Revenue Bond (DNRC Drinking Water State

Revolving Loan Program), Series 20098, issued to the DNRC to evidence the 20098 Loan.

"series 2009C Bond" means the $2,750,000 Water System Revenue Bond (DNRC Drinking Water State

Revolving Loan Program), Series 2009C, issued to the DNRC to evidence the 2009C Loan.

"State" means the State of Montana.

"State Bonds" means the State's General Obligation Bonds (Drinking Water State Revolving Fund
Program), issued or to be issued pursuant to the Indenfure.

"State Act" means Montana Code Annotated, Title 75, Part 6, Chapter 2, as amended from time to time.

"supplemental Resolution" means this Resolution No. 09-18852 of the Borrower adopted oir July 27,

2009.



..Surplus Account" means the account created in the Water System Fund pursuant to Section 11'7 of the

Original Resolution.

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

of the Operáting Account, the Revenue Bond Account and the Reserve Account'

.,System" means the water system of the Borrower and all extensions, improvemeuts and betterments

thereofheretofore or hereafter constructed and acquired'

..Trustee,,means U.S. Bank National Association, in Seattle, Washington, or any successor trustee under

the lndenture.

.,2005 project,,means the costs of the facilities, improvements and activities financed in part with

proceeds ofthe Series 2005 Bond.

..2009A Committed Amount" means the amount of the 20094 Loan committed to be lent by the DNRC to

the Borrower pursuanr to section 4.1 of this Supplemental Resolution, as such amount may be reduced pursuant

to Section 3.2 and Section 3.4 of this Supplemental Resolution'

*zx}gBCommrtted Amount" means the amount of the 20098 Loan committed to be lent by the DNRC to

the Borrower pursuant to Section 4.1 of this Supplementai Resolution, as such amount may be reduced pursuant

to Section 3 .2 and Section 3.4 of this Supplemental Resolution'

*zxogcCommitted Amount,,means the amount of the 2009C Loan committed to be lent by the DNRC to

the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such amount may be reduced pursuant

to Section 3 .2 and Section 3.4 of tlus Supplemental Resolution'

..20098 First Advance" means the first advance of funds of the Loan from the proceeds of the 20098

Loan by the DNRC to the Borrower in the amount of $-_.-'

..2009c First Advance" means the first advance of funds of the 2009c Loan by the DNRC to the

Borrower.

,.2009Loans"or"Loan"means,collectively,the2009ALoan,2009BLoan'andthe2009cLoanmadeto

the Borrower by the DNRC pursuant to the Program in the maximum amount of the committed Amount to

provide funds to puy uff ãì u portion of the 
"ortJ 

oi tt'" 2009 Project and to pay costs of issuance of the Series

2009 Bonds.

*2oog|Loan" means the loan made to the Borrower by the DNRC pursuant to the-Program in the

maximum amount or tire zoose committed Amount to provide funds to pay a portion of the costs of the 2009

pt"l.", payable under the Program and to pay costs of issuance'

*zoog}Loan" means the loa¡ made to the Borrower by the DNRC pursuant to the.Program in the

maximum amount orth" zoosg Committed A-;;ito ptovide funds to pay a portion of the costs of the 2009

ii"i""t payable under the Program and to pay costs ofissuance'

*zoogcloan" means the loan made to the Borrower by the DNRC pursuant to the-Program in the

maximum amount of the 2009C Committed ,qmount to providl funds to pay a portion of the costs of the 2009

ero1""t payable under the Program and to pay costs ofissuance'

.,2009 Project" means the designing and engireeringgf th-" facilities, improvetnents and activities

financed, refinanced or the cost of which is being .ãi.Uuttã¿ to the Borrower with proceeds of the 2009 Loans'

described in APPendix A hereto'

..200gPrgjectReadinessDate''meansadatethatisnolaterthanNovember1l,2009.

..undisbursed committed Amount" means any undisbursed committed Amount which is not required to

pay costs of the 200g pr"ñ;;p;" completion,tr".*rur provided in section 3 of this Supplemental Resolution'



"Water System Fund" means the fund created by Section 1 1 . 1 of the Origrnal Resolution.

Other Rules of Construction. For all purposes of this Supplemental Resolution, except where the context
clearly indicates otherwise:

AII accounting terms not otherwise defined herein have the meanings assigned to them in accordance with
generally accepted govemment accounting standards.

Terms in the singular include the plural and vice versa.

All references to tiìe shall refer to Helena, Montana time, unless other-wise provided herein.

All references to mail shall refer to first-class mail postage prepaid.

Words of the masculine gender shall be deemed and construed to include correiative words of the

ferninine and neuter genders.

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

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

Appendix A: a description of the 2009 Project;

Appendix B-1: the form of th" S.ri", 20094 Bond;

Appendix B-2: the form of the Series 20098 Bond;

Appendix B-3: the form of the Series 2009C Bond;

Appendix C: additional agreements and representations of the Borrower, and

Appendix D: ARRA Certificate and Request.

AUTHORIZATION, FINDINGS, REPRESENTATIONS AND COVENANTS

Authorization and Findin gs.

Authorization. Under the provisions of the Act, the Borrower is authorized to issue and sell its revenue

bonds payable during a term not exceeding forty years from their date ofissue, 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 a¡e to be payable solely out of the 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 payment of which taxes may be levied except to pay for
services provided by the undertaking to the Borrower.

The S]¡stem. The Borrower, pursuant to the Act and other laws of the State has established and presently

owns and operates the System.

The 2009 Project. After investigation of the facts and as authorized by the Act, this Councii has

determined it to be necessarv and desirable and in the best interests of the Borrower to acquire and construct the

2009 Project.



Outstandins Bonds. Pursuant to the Act and the Original Resolution, the Borrower has issued, and has

outstanding, its Series 2005 Bond. The Series 2005 Bond is payable from Net Revenues of the System, and no

other bonds o¡ indebtedness are outstanding that are payabie from or secured by revenues ofthe System.

Additional Bonds. The Bo¡rower reseryed the right under Section 10.3 of the Original Resolution to issue

Additional Bonds to finance the cost or estimated cost of providing any improvement, extension or rehabilitation

of the System; provided that if the Additional Bonds are issued to complete a project, a certificate is to be signed

by the Mayor and City Clerk or either of them stating that on the date of issuance of such Additional Bonds Net

Revenues of the System meet the requirements set forth in Section 10.3 of the Original Resolution. Based on a

certificate executed or to be executed by the Mayor and City Clerk or either of them, it is hereby determined that

the Borrower is authorized to issue the Series 20094 Bond in the maximum principal amount of $416,300, the

Series 20098 Bond in the maximum principal amount of $333,700 and the Senes 2009C Bond in the maximum

principal amount of $2,750,000 pursuant to Section 10.3 of the Original Resolution, as amended hereby, with the

Series 20098 Bond and the Series 2009C Bond payable from and secu¡ed by the Net Revenues on a parity with

the outstanding Series 2005 Bond. For purposes of the foregoing certificate, principal of and interest on the

20094 Loan are disregarded and interest on the Series 20098 Bonds is assumed to be 1 .7 5%o. The Borrower

acknowledges and agrees that if it fails to deliver timely an acceptable ARRA Certificate and Request as

provided in Section 5.1 of this Supplemental Resolution as determined in the sole and complete discretion of the

bNnC, then principal and interest and surcharges will become due and owing on the Series 2009A Bond and the

Series 2009BBond as provided in Section 5.1 of this Supplemental Resolution, and the Borrower shall

thereupon, to the extent required by Section 6.7 of the Original Resolution, as amended hereby, adjust its

schedule of fees, rates, and charges applicable to the System to cause Net Revenues and Surplus Net Revenues to

be produced in an amount at least equal to that required by this Resolution.

The total cost of the 2009 Project and costs of issuance and funding the reserve is estimated to be

$5,634,934, which wilt be paid from proceeds of the Series 2009 Bonds and funds in the amount of $2,134,934

the Borrower has on hand and available therefor. The Borrower covenants with the DNRC that from and after

the 20098 First Advance it will spend the Committed Amount on costs of the 2009 Project before applying its

own funds to costs of the 2009 Project.

Representations. The Borrower represents as follows:

Organization and Authority. The Borrower:

is duly organized and validly existing as a municipai corporation ofthe State;

has all requisite power and authority and all necessary licenses and permits required as of the date

hereof to own and operate the System and to carry 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

200þ Bonds and to carry out and consummate all transaotions contemplated by the Supplemental

Resolution, the Series 2009 Bonds and the Collateral Documents;

is a Govemmental Unit and a Public Entity; and

has taken all proper action to authorize the execution, delivery and performance ofits obligations

under this Supplemental Resolution, the Series 2009 Bonds and the Collateral Documents and the

incurrence of the Debt evidenced by the Series 2009 Bonds in the maximum amount of the Committed

Amount.

Litieation. There is no litigation or proceeding pending, or to the knowledge of the Borrower threatened,

against or affecting the Borrower in any court or before or by any govemmental authority or arbitration board or

tritunal that, if adversely determined, would materially and adversely affect the existence, corporate or otherwise,

of the Borrower, or the ability of the Borrower to make all payments and otherwise perform its obligations under

the Resolution, the Series 2009 Bonds and the Collateral Documents, or tþe financial condition of the Borrower,

or the transactions c'ontemplated by the Resolution, the Series 2009 Bonds and the Collateral Documents or the

validity and enforceability of the Resolution, the Series 2009 Bonds and the Collateral Documents. No

referendum petition has been filed with respect to any resolution or other action of the Borrower relating to the



2009 Project, the Series 2009 Bonds or any Collateral Documents and the period for filing any such petition wili
have expired before issuance ofthe Series 2009 Bonds.

Borrowine Lesal and Authorized. The adoption of this Supplemental Resolution, the execution and
delivery of the Series 2009 Bonds and the Collateral Documents and the consummation of the tra¡rsactions
provided for in this Supplemental Resolution, the Series 2009 Bonds and the Collateral Documents and

compliance by the Borrower with the provisions of the Resolution, the Series 2009 Bonds and the Collateral
Documents:

are within the powers of the Borrower and have been duly authorized by all necessary action on
the nârt of the Rorrower: and

do not and will not result in any breach ofany ofthe terms, conditions or provisions of, or
constitute a defauit under, or result in the creation or imposition of any iien, charge or encumbrance upon
any property or assets of the Borrower pursuant to any ordinance, resolution, indenfure, Ioan agreement or
other agreement or instrument (other than the Resolution and any Collateral Documents) to which the
Borrower is a party or by which the Borrower or its property may be bound, nor will such action result in
any violation of the provisions of any laws, ordinances, governmental rules or regulations or court or
other governmental orders to which the Borrower, its properties or operations are subject.

No Defaults. No event has occurred and no condition exists that, upon execution and delivery ofthe
Series 2009 Bonds and the Collateral Documents, would constitute a default under the Resoiution or the

Collateral Documents. The Borrower is not in violation of any term of any agreement, bond resolution, 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 transactions contemplated hereby or the compliance by the

Borrower with the terms hereof or of the Series 2009 Bonds and the Collateral Documents.

Govemmental Consent. The Borrower has obtained or made all permits, findings and approvals required
to the date of adoption of this Supplemental Resolution by any governmental body or ofñcer for the making and

performance by the Borrower of its obligations under this Supplemental Resolution, the Series 2009 Bonds and

the Collateral Documents (including ary necessary water rate increase) or for the 2009 Project, the financing or
refinancing thereof or the reimbursement of the Borrower for the costs thereof, No consent, approval or
authorization of, or filing, registration or qualification with, any govemmental authority (other than those, if any,

akeady obtained) is required on the part of the Borrower as a condition to adopting this Supplernental Resolution,

issuing the Series 2009 Bonds or entering into the Collateral Documents and the performance of the Borrower's
obligations hereunder and thereunder.

Bindine Oblieation. The Resoiution, the Series 2009 Bonds and any Collateral Document to which the

Borrower is a party are the valid and binding special, limited obligations and agreements of the Borrower,

enforceable against the Borrower in accordance with their terms, except to the extent that the enforceability
thereof may be limited by laws relating to bankruptcy, moratorium, reorganization, insolvency or similar laws
affecting creditors' rights and general principles of equity.

The 2009 Project. The 2009 Prqect consists and wiil consist of the facilities, improvements and activities

described in Appendix A, as such Appendix A may be amended from time to time in accordance with the

provision of Articie III of this Supplemental Resolution. The 2009 Project comprises facilities of a type that, as

determined by the EPA, wiil facilitate compliance with the national primary drinking water regulations appiicable
to the System or will otherwise significantly further the health protection objectives of the Safe Drinking Water

Act.

The System. The Systern is a "community water system" within the meaning of the State Act and the

Safe Drinking Water Act in that it is a public water system, comprising collection, treatment, storage and

distribution facilities for the provision to the public of water for human consumption, that serves not less than 1 5

service connections used by year-round residents ofthe area served by the System or regularly serves not less

than 25 year-round residents.

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



legisiation or regulations that are a matter of general public information, that will materially and adversely affect
the properties, operations and finances of the System, the Borrower's status as a Public Entity and Govemmental
Unit; its ability to own and operate the System in the manner it is currently operated or the Borrower's ability to
perform its obligations under the Resolution, the Series 2009 Bonds and the Collateral Documents and to pledge
any revenues or other property pledged to the payment ofthe Series 2009 Bonds.

Compliance With Law. The Borrower:

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 of the System or its status as a Public Entity and Govemmental Unit;
and

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 governmental autho¡izations 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 of the Borrower
to conduct the operation ofthe System as presently conducted or the condition (financial or otherwise) of
the System or the Borrower's ability to perform its obligations under the Resolution, the Senes 2009
Bonds and the Collateral Documents.

Covenants.

Insurance. InadditiontotherequirementsofSection2.2oftheOriginalResolution,theBorroweratall
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 Borrower and similarly situated and shail 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 Borrower and the DNRC 30 days' prior written notice. The Borrower shall give the

DNRC prompt notice of each insurance policy it obtains or maintains to comply with this 0 and of each renewal,
replacement, change in coverage or deductible under or amount ofor cancellation ofeach 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 Bor¡ower shall deliver to the DNRC at

Closing a certificate providing the information required by this 0.

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 ail reasonable times during normal business hours and upon reasonable

notice to enter into and upon the property ofthe Borrower for the purpose ofinspecting the System or any or all
books and records of the Borrower relating to the System.

Further Assurance. The Borrower 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 2009 Bonds and the Collateral
Documents and to realize thereon, and 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, preserye and protect the position of the DNRC under the Resolution, the Series 2009

Bonds and the Collateral Documents.

Maintenance of Security. if Anv: Recordation of Interest.

The Borrower shall, at its expense, take all necessary action to rraintain and preserve the lien and

security inte¡est of the Resolution and the Collateral Documents so long as any amount is owing under the

Resolution or the Series 2009 Bonds;

The Borrower shall forthwith, after the execution and delivery of the Series 2009 Bonds and

thereafter from time to time, cause the Resolution and any Collateral Documents granting a security



interest in revenues or real or personai 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 hereofand thereofand
the seculity interest in them granted by the Resolution and, from tirne to time, shall perfonn or cause to be
performed any other act required by law, ìncluding executing or causing to be executed any and all
required continuation stateûrents and shall execute or cause to be executed any further instruments that
may be requested by the DNRC for such perfection and protection; and

Except to the extent it is exempt therefrom, the Borrower shall pay or cause to be paid all filing,
registration and recording fees incident to such filing, registration andtecording, and all expenses incident
to the preparation, execution and acknowledgment of the documents described in subparagraph 0, and all
federal or state fees and other similar fees, duties, imposts, assessments and charges arising out of or in
connection with the execution and delivery of the Series 2009 Bonds and the Collateral Documents and
the documents described in subparagraph 0.

Additional Agreernents. The Borrower covenants to comply with all representations, covenants,

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

Financial Information. This 0 supplements, and is not intended to limit, the requirements in Section

2.2(e) of the Original Resolution. The Borrower agrees that for each fiscal year it shall fumish to the DNRC and

the DEQ, promptly when available:

the preiiminary budget for the System, with items for the 2009 Project shown separately; and

when adopted, the înal budget for the System, with items for the 2009 Project shown separately.

The Borrower will cause proper and adequate books ofrecord and account to be kept showing
complete and correct entries of all receipts, disbursements and other transactions relating to the System,

the monthly gross revenues derived from its operation, and the segregation and application ofthe gross

revenues in accordance with the Resolution, in such reasonable detail as may be determined by the

Borrower in accordance with generally accepted govemmental 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 Borrower.
The Borrower shall, within 180 days after the close ofeach f,rscal year, cause to be prepared and supply to
the DNRC a financial report with respect to the System for such fiscal year. The report shall be prepared

at the direction of the fi¡ancial officer of the Borrower in accordance with applicabie generally accepted
govemmental 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 statement in detail of the income and expenditures of the System for the fiscal year,

identifying capital expendifures and separating them from operating expenditures;

A balance sheet as ofthe end ofthe fiscal year;

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

The amount on hand in each account ofthe Fund at the end ofthe f,rscal year;

A list ofthe insurance policies and fidelity bonds in force at the end ofthe f,rscal 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

A determination that the report shows full compliance by the Borrower with the provisions
ofthe Resolution during the fiscal year covered thereby, including proper
segregation ofthe capital expenditures from operating expenses, maintenance of
the required balance in the Reserve Account, and receipt of Net Revenues during
each fiscal year at least equal to 125o/o of the maximum amount of principal and

interest payable on outstanding Parity Bonds (calculated assuming the DNRC has

delivered a DNRC Forgiveness Statement) in any subsequent fiscal year, or, if the
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report 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
expianation thereof, together with recommendations for such change in rates or
accounting practices or in the operation ofthe System as may be required.

The Bo¡rower shall also have prepared and supplied to the DNRC and the DEQ, within 1 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 accordance with generally accepted govemmental accounting principles and practice with
respect to the financial statements and records of the System. The audit report shall inciude an analysis of the
Borrower's compliance with the provisions of the Resolution.

2009 Project Accounts. The Borrower shall maintain 2009 Project accounts in accordance with generally
accepted govemment accounting standards.

Records. After reasonable notice from the EPA or the DNRC, the Borrower shall make available to the
EPA or the DNRC such records as the EPA or the DNRC reasonably requires to review and determine
compliance with the Safe Drinking Water Act, as provided in Section 75-6-224(1)(h) of the State Act.

Compliance with Safe Drinking Water Act and ARRA. The Borrower has complied and shall comply
with all conditions and requirements of the Safe Drinking Water Act pertaining to the 2009 Loans and the 2009
Project. The Borrower understands and agrees that the 2009A Loan and the 20098 Loan are being made with
funds made available to the DNRC under ARRA. The Borrower has complied and shall comply with all
requirements of ARRA applicable to the 2009 Loans.

Compliance with DEO Requirements. The Borrower shail comply with plan, specification and other
requirements for public water systems established by the DEQ, as required by Section 75-6-224(l)(h) of the State
Act.

Covenants Relatinq to the Tax-Exempt Status of the State Bonds.

The Borrower covenants and agrees that it will not use or permit to be used any of the proceeds of the
Series 2009 Bonds or any other funds ofthe Borrower in respect ofthe 2009 Project or the Series 2009 Bonds,
directly or indirectly, in a marmer that would cause, or take any other action that would cause, any State Bond to
be an "arbitrage bond" within the meaning of Section 148 of the Code or would otherwise cause the interest on
the State Bonds to be included in gross income for purposes of federal income taxation.

The Borrower agrees that it wili not enter into, or allow any "related person" (as defined in Section
la7@)(2) of the Code) to enter into, any arrangement, 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 fiom proceeds ofthe State Bonds or that would otherwise cause any State Bond to
be an "arbitrage bond" within the meaning of Section 148 of the Code.

The Borrower shall not use or permit the use of the 2009 Project directly or indirectly in any trade or
business carried on by any Person who is not a Governmental Unit. For the purpose of this subparagraph, use as

a member of the generai public (within the meaning of the Regulations) shall not be taken into account and any
activity carried on by a Person other than a natural person shall be treated as a trade or business.

Any portion of the 2009 Project being refinanced or the cost of which is being reimbursed was acquired
by and is now and shall, during the term of the Loan, be owned by the Borrower and not by any other Person.
Any portion ofthe 2009 Project being financed shall be acquired by and shall, during the term ofthe Loan, be
owned by the Borrower and not by any other Person. Notwithstanding the previous two sentences, the Borrower
may transfer the 2009 Project or a portion thereof to another Governmental Unit which is also a Public Entity if
such transfer is otherwise permitted under the Resolution and if such organìzation agrees with the DNRC to
comply with Section2.3(h), Section 2.3(l) aú Section 2.4 of ihis Supplemental Resolution and if the DNRC
receives an Opinion of Bond Counsel that such hansfer will not violate the State Act or the Safe Drinking Water
Act or adversely affect the exclusion of interest on the State Bonds from gross income or purposes of federal
income taxation. In addition, except as otherwise provided in the Resolution or in any Collateral Documents, the
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Borrower may sell or otherwise dispose of any portion of the 2009 Project which has become obsolete or
outmoded or is being replaced or for other reasons is not needed by the Borrower or beneficial to the general
public or necessary to carry out the purposes of the Safe Drinking Vy'ater Act.

At the Closing of the 2009 Loans, the DNRC will, if necessary to obtain the Opinion of Bond Counsel
described in Section 7.05(a) of the Indenture, deliver to the Borrower i¡structions conceming compliance by the
Borrower with the arbitrage rebate requirements of Section 148 of the Code (the "Arbitrage Rebate
Instructions"). The Borrower shall comply with the Arbitrage Rebate lnstructions, 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 Instruotions 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 will not adversely affect the excludability of interest on the State Bonds or any
Additionaì 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.

The Borrower agrees that during the term of the 2009 Loans it will not contract with or permit any Private
Person to manage the 2009 Project or any portion thereof except according to a written management contract and
upon delivery to the DNRC of an opinion of Bond Counsel to the eflect that the execution and delivery of such
management contract will not violate the State Act or the Safe Drinking Water Act or adversely affect the
exclusion of interest on State Bonds from gross income or purposes of federal income taxation.

The Borrower may not lease the 2009 Project or any portion thereof to any Person other than a
Nonexempt Person which agrees þ writing with the Borrower and the State not to cause any default to occur
under the Resolution; provided the Borrower may lease all or any portion of the 2009 Projeci to a Nonexempt
Person pursuant to a lease which in the Opinion of Bond Counsel delivered to the DNRC will not cause the

interest on the State Bonds to be included in gross income for purposes of federal income taxation.

The Borrower shall not change the use or nature of the 2009 Project if (i) such change will violate the

Safe Drinking Water Act, or (ii) so long as the State Bonds are outstanding unless, in the Opinion of Bond
Counsel delivered to the DNRC, such change will not result in the inclusion in gross income of interest on the

State Bonds for federal income tax purposes.

Maintenance of Svstem: Liens. The Borrower shall maintain the System, including the 2009 Project, in
good condition and make ail necessary renewals, replacements, additions, betten¡ents and improvements thereto.

The Borrower shall not grant or permit to exist any lien on the 2009 Project or any other property making up part

of the System, other than liens securing Debt where a parity or senior lien secures the Series 2009 Bonds;

provided that this 0 shall not be deemed to be violated if a mechanic's or contractor's lien is fiIed against any

such property so long as the Borrower uses its best efforts to obtain the discharge of such lien and promptly
reports to the DNRC the filing of such lien and the steps it plans to take and does take to discharge of such lien.

Maintenance of Existence: Merser. Consolidation. Etc.: Disposition of Assets. The Borrower shall
maintain its corporate existence, except that it may consolidate with or merge into another Govemmental Unit or
permit one or more Govemmental Units to consolidate with or merge into it or may transfer ail or substantially
all of its assets to another Govemmental Unit and then dissolve if the surviving, resulting or transferee entity (if
other than the Borrower) (i) is a Public Entity and (ii) assumes in writing all of the obligations of the Borrower
under the Resolution, the Series 2009 Bonds and the Collateral Documents, and (a) such action does not result in
any default in the performance or observance of any of the terms, covenants or agreements of the Borrower under
the Resolution, the Series 2009 Bonds and the Collateral Documents, (b) such action does not violate the State

Act or the Safe Drinking Water Act and does not adversely affect the exclusion of interest on the Series 2009
Bonds or the State Bonds from gross income for federal income tax purposes and (c) the Borrower delivers to the

DNRC on the date of such action an Opinion of Bond Counsel that such action complies with this 0.

Other than pursuant to the preceding paragraph, the Borrower shall not transfer the System or any portion
thereofto any other Person, except forproperty which is obsoiete, outmoded, worn out, is being replaced or
otherwise is not needed for the operation ofthe System, unless the provisions of(a) and (b) ofthe preceding
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paragraph are satisfied and the Borrower delivers to the DNRC an Opinion of Bond Counsel to that effect and, in
addition, the DNRC consents to such transfer.

Use of Proceeds. The Borrower shall apply the proceeds of the 2009 Loans from the DNRC solely as

follows:

The Borrowershall apply the proceeds ofthe 2009 Loans solely to the financing, refinancing or
reimbursement of the costs of the 2009 Project as set forth in Appendix A hereto and this 0. The 2009 Loans will
be disbursed in accordance with 0 hereof and Article VII ofthe lndenture. Ifthe 2009 Project has not been
completed prior to Closing, the Borrower shall, as quickly as reasonably possible, complete the 2009 Project and
expend proceeds of the 2009 Loans to pay the costs of completing the 2009 Project.

No portion of the proceeds of the 2009 Loans shall be used to reimburse the Borrower for costs paid prior
to the date of adoption of this Suppiemental Resolution of a Project the construction or acquisition of which
occurred or began earlier than June 1, 1 993. In addition, if any proceeds of the Loan are to be used to reimburse
the Borrower for 2009 Project costs paid prior to the date of adoption of this Supplemental Resolution, the
Borrower shall have complied with Section 1.150-2 of the Regulations in respect of such costs.

Any Debt to be refinanced with proceeds of the Loan was incurred after June l, 1993 for a Project the
construction or acquisition ofwhich began after June I, i993. No proceeds ofthe Loan shall be used for the
purpose of refinancing an obligation the interest on which is exempt ùom federal income tax or excludable from
gross income for purposes of federal income taxation unless the DNRC has received an Opinion of Bond
Counsel, satisfactory to it, to the effect that such refinancing will not adversely affect the exclusion ofinterest on
the State Bonds from gross income for purposes of federal income taxation.

The 2009 Project. Set forth in Appendix A to this Supplemental Resolution is a description of the 2009
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 from the Loan (the 2009 Project may consist of more than one facility or
activity), and an estimated budget reiating to the 2009 Project, including the amount of proceeds of the 20094
Loan and the 20098 Loan estimated to be applied to Green Infrastructure. The 2009 Project may be changed and

the description thereof in Appendix A may be amended from time to time by the Borrower but only after delivery
to the DNRC of the foilowing:

A certificate of the Borrower 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 2009 Project,
an increase or decrease in the amount of Loan proceeds which will be required to complete the 2009 Project and
providing that the change will not delay the full execution and delivery of the Construction Contract to a date that
is after the 2009 Project Readiness Date;

A certifìcate oflndependent Consuitant that the change to the 2009 Project in no way adversely affects o¡
diminishes the eligibility of the 2009 Project for ARRA funding or the various attributes of the 2009 Project as

that relates to ARRA (such as, for example, the amount of green construction);

A written consent to such change in the 2009 Project by an Authorized DNRC Officer;

An Opinion or Opinions of Bond Counsel stating that the 2009 Project, as constifuted after such

amendment, is, and was at the time the State Bonds were issued, eligible for financing under the State Act and is,

and was at the time the Series 2009 Bonds 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 Séries 2009 Bonds 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; and

USE OF PROCEEDS: THE 2009 PROJECT
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In the event the change to the 2009 Project has the effect of reducing the amount of the Committed
Amount, the written consent of the Borrower to reallocation of the Committed Amount between the 20094 Loan
and the 20098 Loan, if required by the DNRC, as described in Section 5.6 below.

The Borrower acknowledges and agrees that an increase in the principal amount of the 2009 Loans 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 sole and absolute discretion, and adoption by the
goveming body of the Borower of a resolution amendatory of or supplementary to the Resolution authorizing
the additional loan and delivery of written certifications by officers of the Borrower to the DEQ, the DNRC and

the Trustee to the effect that all representations and covenants coirtained 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 loan funds will be available
under the Program at the time of any such application or thereafter. The Borrower acknowledges and agrees that
neither the DEQ, the DNRC, the Trustee nor any of their agents, employees or representatives shall have any
liability to the Borrower and have made no representations to the Borrower as to the sufficiency of the 2009

Loans to pay costs ofthe 2009 Project or as to the availabiliry ofadditional funds under the Program to increase

the principal amount of the Loan.

2009 Project Representations and Covenants. The Borrower hereby represents to and covenants with the

DNRC that:

construction of the 2009 Project did not commence prior to February I'7 , 2009 , and fthe Construction
Contract relatir.rg to the 2009 Project has been fuIly executed and deliveredl;

all construction of the 2009 Þroject has complied and will comply with all federal and state standards,

including, without limitation, EPA regulations and standards and the requirements of ARRA;

all future construction of the 2009 Project will be done only pursuant to fixed price construction contracts.

The Borrower shall obtain a performance and payrnent bond from the contractor for each construction contract in
the amount of 100% of the construction price and ensure that such bond is maintained until construction is

completed to the Borrower's, the DNRC's and the DEQ's satisfaction;

all future construction of the 2009 Project 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 Autliorized DNRC Officer and the DEQ;

the iron, steel, and manufacfured goods used in the 2009 Project comply with the "buy American"
requirements of Section 1605 of ARRA, as those requirements are further interpreted by applicable EPA
guidance; and

the 2009 Project is a project of the type permitted to be financed under the Act, the State Act and the
Program and Section 1452 of the Safe Drinking Water Act;

the Borrower will undertake the 2009 Project promptly after the Closing Date and will cause the 2009

Project to be completed as promptly as practicable with all reasonable dispatch, except only as completion may
be delayed by a cause or event not r'easonably within the control of the Borrower; it is estimated by the Borrower
that the 2009 Project will be substantially completed by the Estimated Completion Date; and

the Borrower agrees to provide information regardingjobs created and retained as a result ofthe 2009

Project a¡d such other information regarding the 2009 Project, including information for the website
www.montanarecovery.gov, to the DNRC and the DEQ upon the request for such information by the DNRC or
the DEQ orboth, and to post signage at the site ofthe 2009 Project that designates the 2009 Project as an ARRA
funded project.

Completion or Cancellation or Reduction of Costs of the 2009 Project.

Upon completion of the 2009 Project, the Borrower shall deliver to the DNRC a certificate stating that the

2009 Project is complete and stating the amount, if any, of the Undisbursed Committed Amount. If Appendix A
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describes two or more separate projects as making up the 2009 Project, a separate completion certificate shall be

delivered for each.

If all or any portion ofthe 2009 Project is cancelled o¡ cut back or its costs are reduced or for any other

reason the Borrower will nof require the full Committed Amount, the Borrower shall promptly notify the DNRC

in writing of such fact and the amount of the Undisbursed Committed Amount.

If there is any Undisbursed Committed Amount, the DNRC reserves the right under Section 5.6 below to

reallocate the amount equal to the Committed Amount as reduced by the Undisbursed Committed Amount

between the 20094 Loan and the 20098 Loan, as more particularly provided in Section 5.6.

The DNRC has agreed to lend to the Borrower, from time to time as the requirements of this 0 are met, an

amount up to (i) $416,300 (the "20094 Committed Amount"), (iÐ $333,700 (the "20098 Committed Amount"),

and (iii) $2,750,000 (the "2009C Committed Amount") for the purposes of financing, refinancing or reimbursing

the Borrower for a portion of the costs of the 2009 Project; provided the DNRC shall not be required to ioan any

proceeds of the State Bonds to the Borrower after the Estimated Completion Date. The Committed Amount may

be reduced as provided in Section 3.2 arld 0 of this Supplemental Resolution.

The DNRC intends to disburse the2009 Loans through the Trustee. In consideration of the issuance of
the Series 2009 Bonds by the Borrower, the DNRC shall make, or cause the Trustee to make, a disbursement of
ail or a portion of the 2009 Loans upon receipt of the following documents:

an Opinion of Bond Counsel as to the validity and enforceability of the Series 2009 Bonds and the

security therefor and stating in effect that interest on the Series 20098 Bond and the Series 2009C 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;

the Series zOOgABond, the Series 20098 Bond, and the Series 2009C Bond, fully executed and

authenticated;

a certified copy of the Original Resolution and this Supplemental Resolution;

any other security instruments or documents required by the DNRC or DEQ as a coudition to their

approval ofthe 2009 Loans;

if ail or paft of a Loan is being made to refinance a Project or reimburse the Borrower for the costs

of a Project paid prior to the Closing, evìdence, satisfactory to the DNRC and the Bond Counsel refened

to in (1) above, (A) that the acquisition or construction ofthe Project was begun no earlier than June 1,

1993 or the debt was incurred no earlier than June 1, 1993, (B) of the Borrower's title to the Project, (C)

of the costs of such Project and that such costs have been paid by the Borrower and (D) if such costs \¡/ere

paid before adoption of this Supplemental Resolution that the Borrower has complied with Section 1.150-

2 of the Regulations;

the items required by the Indenture for the portion of the 2009 Loans to be disbursed at Closing;

and

such other certificates, documents and other information as the DNRC, the DEQ or the Bond

Counsel giving the opinion referred to in subparagraph (1) may rerquire (including any necessary arbitrage

rebate instructions).

The Loan: Disbursement of Loan.

THE LOAN
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In order to obtain a disbursement ofa portion ofthe 2009 Loans to pay costs ofthe 2009 Project, the
Borrower shall submit to the DNRC and the Trustee a signed request for disbursement on the form prescribed by
the DNRC, with all attachments required by such form. The Borrower may obtain disbu¡sements only for costs
which have been legally incurred and are due and payable. A1l Loan disbursements will be made to the Borrower
only upon proof that cost was incurred.

The 2009 Loans shall be disbursed. subiect to the other terms and conditions of this Resolution. in the
following order:

. (1) First, at the Closing, the 20098 First Advance will be advanced from the
20098 Loan.

(2) Second, after the 2009B First Advance has been disbursed to the Borrower, the
entire amount of the 20094 Loan may then be disbursed to the Borrower as and when needed. For
the avoidance ofdoubt, any amounts ofthe 2009 Loans to be disbursed at Closing in excess ofthe
20098 Fi¡st Advance will be disbursed as proceeds ofthe 20094 Loan to the extent ofthe 2009A
Cornrnitted Amount.

(3) Third, after the entire principal amount of the 20094 Loan has been disbursed
to the Borrower, the remaining amount, if any, of the 20098 Loan will be disbursed to the
Borrower as and when needed.

(4) Fourth, only after the full amount of the 20094 Loan and 20098 Loan has been
disbursed to the Borrower, the Borrower may apply to the costs of the 2009 Project any other
funds available to ií, including grants or other funds, and including amounts under the 2009C
Loan, which will be disbursed to the Borrower, starting with the 2009C First Advance, as and
when needed.

The Borrower shall submit the request for the 20098 First Advance and the 2009C First Advance in the
form required by the DNRC so that it is received by the DNRC by the date that is no later than ten Business Days
prior to the date desired by the Borrower for the making of the 20098 First Advance and the 2009C First
Advance, respectively. The Borrower shall not be entitled to, and the DNRC shall have no obligation to make,
the 20098 First Advance or the 2009C First Advance or any subsequent advance ofamounts under the 20098
Loan or the 2009C Loan until such time as the Borrower shall have set aside and funded the Reserve Account in
an amount then required to satisfu the Reserve Requirement.

For refinancings, a disbursement schedule complying with the requirements of the Safe Drinking Water
Act shall be established by the DNRC and the Borrower at Closing. The Trustee shall disburse 2009 Loan
ainounts directly to the holder of the debt being refinanced according to such schedule. If the Borrower should
repay all or a portion of the debt to be refinanced from other sources or should otherwise not need any portion of
the 2009 Loan which was to have been used to refinance such debt, it shall inform the DNRC and the Trustee of
such fact pursuant to Section 3.4ft) and a new disbursement schedule shall be drawn up by the DNRC. The
DNRC shall obtain a receipt from the holder of the debt being refinanced for each disbursement made to pay or
prepay a portion ofsuch debt.

If all or a portion of a Loan is made to reimburse a Borrower for Project costs paid by it prior to Ciosing,
the Borrower shall present at Closing the items required by Section 4. 1(b) relating to such costs. The Trustee
shall disburse such amounts to the Borrower pursuant to a disbursement schedule complying with the
requirements of the Safe Drinking Water Act established by the DNRC and the Borrower at the Closing.

Notwithstanding anything else provided herein, the Trustee shall not be obligated to disburse the Loan
any faster or to any greater extent than it has available EPA Capitalizatíon 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 incurred faster than the Borrower projected at Closing, there may be delays in making Loan
disbursements for such costs because of the schedule under which EPA makes EPA Capitalization Grant money
available to the DNRC. The DNRC will use its best efforts to obtain an acceleration of such schedule if
necessary.
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Upon making each 20094 Loan disbursement, 20098 Loan disbursement, and 2009C Loan
Disbursement, the Trustee shall note such disbursement on Schedule A to the Series 20094 Bond, Series 20098
Bond, and the Series 2009C Bond, respectively. A Scheduie A reflecting the amount ofthe 20098 First Advance
and the 2009C First Advance will first be attached to the Series 20098 Bond and the Series 2009C Bond,
respectively, at Closing.

The Borrower agrees that it will deposit in the Reserve Account upon receipt thereof, on the date of the

20098 First Advance and any subsequent disbursement dates, any proceeds of the 20098 Loan borrowed for the
purpose of increasing the balance in the Reserve Account to the Reserve Requirement. The Borrower further
acknowledges and agrees that anyportions ofthe 2009 Loans representing capitalized interest shall be advanced

only on Payment Dates and shall be transferred by the Trustee on the Payment Date directly to the Revenue Bond
Account. The amount of any such transfer shall be a credit against the interest pa).ments due on the Series 2009
Bonds and interest thereon shall accrue onlv from the date of transfer.

Compliance by the Borrower with its representations, covenants and agreements contained in the Original
Resolution, this Supplemental Resolution and the Collateral Documents shall be a further condition precedent to

the disbursement of the Loan in whoie or in part. The DNRC and the Trustee, in their sole and absolute

discretion, may make one or more disbursements, in whole or in part, notwithstanding such noncompliance, and

without liability to make any subsequent disbursement of the Loan.

Commencement of Loan Term. The Borrower's obligations under this Supplemental Resolution and the

Collateral Documents shall commence on the date hereof unless otherwise provided in this Supplemental
Resolution. However, the obligation to make pa).ments under 0 hereof shall commence only upon the first
disbursement by the Trustee ofthe 20098 Loan proceeds.

Termination of Loan Term. The Borrower's obligations under the Resolution and the Collateral
Documents in respect of the Series 2009 Bonds shali terminate upon paynent in full of all amounts due under the

Series 2009 Bonds and the Resolution in respect thereof; provided, however, that the covenants and obligations
provided in 0 and 0 of this Supplemental Resolution shall survive the termination of the Resolution.

Loan Closing Submissions. On or prior to the Closing, the Borrower will have delivered to the DNRC
and the Trustee the closing submissions required by Section 7.05 of the Indenture.

Repa),ment of 2009 Loans. The Borrower shall repay the amounts lent to it pursuant to Section 4.1 hereof
in accordance with this Section 5.1.

5.1.1. Manner of Repayment. The Borrower shall pay all Loan Repayments in lawful money of
the United States of America to the DNRC. Interest, Administrative Expense Surcharge and Loan Loss Reserve

Surcharge shall be calculated on the basis ofa year of360 days comprising 12 months of30 days each.

5.1.2. Repalnnent of2009A Loan; Principal Foreiveness.

The Borrower is obiigated to repay the principal of and interest and Administrative Expense Surcharge

and Loan Loss Reserve Surcharge on the 20094 Loan as provided in Section 5.1.2(b), unless the DNRC forgives

the Borrower's obligation to repay the principal ofthe 20094 Loan as provided in this paragraph. So long as the

Borrower is proceeding diligently to completion of the 2009 Project through the final advance of principal of the

20098 Loan and the Borrower has executed a¡rd delivered the ARRA Certificate and Request to the DNRC in
form and substance satisfactory to the DNRC within thirty (30) days after the date that the ARRA Certificate and

Request is provided to the Borrower by the DNRC, the DNRC will, following review and approval of the ARRA
Certificate and Reqúest, deliver to the Borrower a DNRC Forgiveness Statement and the Borrower will thereafter
have no obligation to repay amounts advanced under the Series 20094 Bond or interest thereon. In the event the

Borrower fails to deliver timely the ARRA Certificate and Request or the Borrower cannot submit the ARRA
Certificate and Request because it carurot make the certifìcations required therein, including without limitation,

REPAYMENT OF 2OO9 LOANS
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those related to ARRA, or the ARRA Certificate and Request is delivered in a form that deviates materially from
that attached hereto as Appendix D as determined in the sole and complete discretion of the DNRC, then the
DNRC will deiiver to the Borrower a DNRC Noncompliance Statement.

In the event the DNRC delivers a DNRC Noncompliance Statement, then the Loan Repayrnents on the
20094 Loan required by this Section 5.1 shall be due on each Pa)¡ment Date, as follows:

(1) interest (inciuding the Administrative Expense Surcharge and the Loan Loss Reserve
Surcharge) on the outstanding principal balance ofthe 20094 Loan shall be payable from
and after the date ofeach advance ofprincipai ofthe 20094 Loan on each Paynnent Date at

the rate of 3 .7 5% per annum, beginning on the first Payrnent Date following the date of
delivery by the DNRC of a DNRC Noncompliance Statement and concluding on the 40'r'
Payment Date under the 20098 Loan; and

(2) the principal of the 20094 Loa¡ shall be repayable on each Payment Date, beginning on
the Payrnent Date that is the first to occur following delivery by the DNRC of a DNRC
Noncompliance Statement, and concluding on the 40'n Pal,rnent Date under the 20098
Loan, and the amount of each princþal payment shall be calculated on the basis of a
substantially level debt service at the rate of 3.7 5o/o per annum; provided that principal of
the 20094 Loan is payable only ín amounts that are multiples of $ 1 ,000

ln addition, in the event the DNRC delivers a DNRC Noncornpliance Statement (i) the Series 20094
Bond will continue in effect as a Subordinate Lien Obligation, and (ii) the Borrower will forthwith comply with
the rate covenant set fofih in Section 6.7 of the Original Resolution, as amended hereby, and, if necessary,
increase the rates and charges ofthe Systern to satisfy such rate covenant as it regards the Series 2009A Bond and

the Series 20098 Bond as soon as placticable and in any event no later than three (3) months after the date of
delivery to the Borrower by the DNRC of a a DNRC Noncompliance Statement.

5. I .3 . Repa)¡rnent of 2009B Loan.

(a) Subject to theprovisions ofSection 5.1.3(b), the Loan Repay.rnents on the 20098 Loan
required by this Section 5.1 shall be due on each Payment Date, as follows:

(1) interest (including the Administrative Expense Surcharge and the Loan Loss Reserve
Surcharge) on the outstanding principal balance ofthe 20098 Loan shall be payable from
and after the date ofthe 20098 First Advance and each advance ofprincipal ofthe 20098
Loan thereafter on each Pa)¡rnent Date at the rate of 3.750/o per annum, beginning on
Jar.ruary | , 2009 (or if no DNRC Statement has been delivered to the Bor¡ower prior to
January | , 2009, then on the first Pal,rnent Date after such DNRC Statement has been
delivered) and concluding on July 1, 2029; and

(2) the principal ofthe 20098 Loan shall be repayable on each Palnnent Date, begiruring on
the first Pa)'rnent Date following the 2009B First Advance and conciuding on the 40"'
Payment Date under the 20098 Loan, and the amount of each principal payment shall be
calculated on the basis of a substantially level debt service at the rate of 3.7 5o/o per annum,
taking into account each Loan Repal.rnent, ifany, made pursuant to Section 5.1.3(c), and
provided that principal of the 20098 Loan is payable only in amounts thaf are multiples of
s 1.000.

(b) Notwithstanding Section 5.1.3(a), in the event the DNRC delivers a DNRC Forgiveness
Statement, then the Loan Repayments on the 20098 Loan from and after the 20098 First Advance and all
subsequent advances ofthe 20098 Loan which shall be due on each Pal.rnent Date are as follows:

(1) interest on the outstanding principal balance ofthe 20098 Loan shall be payable on each
Pa)rynent Date, begiruring on January 1, 2010 and conciuding on July 1,2029 at the rate of
1.75%o pet anflum;
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(2) the Borrower shall have no obligation to pay any Adminishative Expense Surcharge or any

Loan Loss Reserve Surcharge; and

(3) the principal ofthe 20098 Loan shall be repayable on each Paynnent Date, begrnning on

January l, 2010 and concluding on July 1,2029, and the amount ofeach principal pa).rnent

shall be calculated on the basis ofsubstantially levei debt service at an interest rate of
1 .7 5%o per annum; provided that principal of the 20098 Loan is payable oniy in amounts

that are multiples of $ 1,000.

(c) Notwithstanding Section 5.1.3(a), in the event any Palnnent Date occurs prior to the

delivery by the DNRC to the Borrower of a statement described in Section 5.1.2 (whether or not the obligation of
the Borrower to repay the principal advanced under the 2009A Loan has been forgiven), the Loan Repalrnents on

the 20098 Loan will be calculated in accordance with Section 5.1.3(b) for such Pa1'rnent Date. For the avoidance

of doubt, if the DNRC delivers a statement to the Borrower that the obligation of the Borrower to repay the

principal advanced under the 2OO9A Loan has not been forgiven, the Loan Repal.ments on the 20098 Loan will
thereafter be calculated in accordance with Section 5.1.3(a).

5. 1 .4. Repal,nnent of 2009C Loan. The Loan Repayments on the 2009C Loan required by this

Section 5.1 shall be due on each Pa)¡rnent Date, as follows:

(i) interest and Administrative Expense Surcharge and Loan Loss Reserve Surcharge on the

outstalding principal balance ofthe 2009C Loan shali be payable on each January 1 and

July 1, beginning on the first to occur ofeither ofsuch dates following the date ofthe
2009C First Advance, which is the first Pa)rynent Date after the 2009C First Advance, but

in any event no earlier than January l, 2010 and concluding on that January i or July 1 that

constitutes the 40'h Payment Date after the 20098 First Advance; and

(2) the principal ofthe 2009C Loan shall be repayable on each Palnnent Date, beginning on

the January 1 or July 1 that is the first to occur following the date of the 2009C First

Advance, but in any event no earlier than January 1 , 20 1 0, and concluding on that

January 1 or July 1 that constitutes the 40th Payment Date after the 20098 First Advance'

and the amount of each principal pa)¡rnent shall be calculated on the basis of a substantially

level debt service at aÍate of 3.75% per annum; provided that principal of the 2009C Loan

is payable only in amounts that are multiples of S 1,000'

5.1.5. Details Regardine 2009 Loan Repayments. The pagnents of principal of and interest and

the Administrative Expense Surcharge and the Loan Loss Reserve Surcharge on the 2009C Loan and, if
applicable, on the 200ÞA Loan and the 2009B Loan, shall be due on the dates specified above and on the dates

u.rd in th" amounts shown in Schedule B to each of the Series 20098 Bond and the Senes 2009C Bond and, if
applicable, the Series 20094 Bond, as such Schedule B shall be modified from time to time as provided beiow.

Sclhedule B will first be attached to the Series 2009{Bond and the Series 20098 Bond at Closing. Schedule B

will first be attached to the Series 2009C Bond following receipt by the DNRC of the information required in

corurection with the 2009C First Advance. The portion of each such Loan Repayrnent consisting of principal and

the portion consisting ofinterest shall be set forth on Schedule B to the Series 20098 Bond and the portion of

"u.h 
Loun Repayment consisting of principal and the portion consisting of interest and the amount of each

Administrativã Expense Surcharge and the amount of each Loan Loss Reserve Surcharge shall be set forth in

Schedule B to the Senes 20094 Bond (and the Series 20098 Bond, ifappropriate) and the Series 2009C Bond.

Upon each disbursement of 2009 Loan amounts to the Borrower pursuant to Section 4.1 hereof, the Trustee shall

"nì", 
o, cause to be entered the amount advanced on Schedule A to the applicable Series 20094 Bond, the Series

20098 Bond, and the Series 2009C Bond under "Advances" and the total amount advanced under Section 4'1,

including such disbursement, under "Total Amount Advanced."

If the advance was made to pay costs of the 2009 Proj ect pursuant to Section 4. 1 (b), interest in

respect of the Series 20098 Bond and interest, Administrative Expense Surcharge, and Loan Loss Reserve

Suicharge in respect of the Series 2009C Bond, and, if required under Sections 5.1 .2 and 5. 1 .3 hereof, in respect

ofthe Series z11gA.Bond and the Series 20098 Bond, on such advance shall accrue from the date the advance is

made and shall be payable on each Paynnent Date thereafter. If, after the full principal amount of the 2009 Loans
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has been advanced, the DNRC shall have delivered a DNRC Noncompliance Statement, then the Trustee shall
revise the Schedule B to each of the Series 2009A Bond and the Series 20098 Bond in accordance with this
Section 5.1, and the Trustee shall send a copy of such schedules to the Borrower within one month after delivery
by the DNRC of the DNRC Noncompliance Statement. If the DNRC delivers a DNRC Forgiveness Statement,
the Trustee shail revise Schedule B to the Series 20098 Bond in accordance with this Section 5.1 reflecting a debt
service schedule with palnnents al 1.7 50/o per annum, and the Trustee shall send a copy of such revised Scheduie
B to the Borrower within one rnonth after the delivery of such DNRC Nonconrpliance Statement. Once the

completion cefificate for the 2009 Project has been delivered to the DNRC, the Trustee shall revise Schedule B

to the Series 2009C Bond, and the Trustee shall send a copy of such Schedule B to the Borrower within one

month after delivery ofthe completion certificate.

Past-due payments of principal and interest (including, as applicable, the Administrative Expense

Surcharge and Loan Loss Reserve Surcharge) shall bear interest at the rate of ten percent (10.00%) per annum,

until paid.

Additional Parnnents. The Borrower shall also pay, within 30 days after receipt of a bill therefor, fiom
any legally available funds therefor, including proceeds ofthe Loan, ifthe Borrower so chooses, all reasonable

expenses of the DNRC and the Trustee in connection with the Loan, the Collateral Documents and the Series
2009 Bonds, including, but not limited to:

the cost of reproducing this Supplemental Resolution, the Collateral Documents and the Series 2009
Bonds:

the fees and disbursemeng of bond counsel and other Counsei utilized by the DNRC and the Trustee in
con¡rection with the Loan. the Resolution. the Collateral Documents and the Series 2009 Bonds and the

enforcement thereof; and

all taxes and other governmental charges in connection with the execution and delivery of the Collateral
Documents or the Series 2009 Bonds, whether or not the Series 2009 Bonds are then outstanding, including all
recording and filing fees relatingto the Collateral Documents and thepledge of the State's right, title and interest
in and to the Series 2009 Bonds, the Coliateral Documents and the Resolution under the Resoiution (and with the

exceptions noted therein) and all expenses, including attomeys' fees, reiating to any amendments, waivers,
consents or collection or enfo¡cement proceedings pursuant to the provisions hereof or thereof.

Prepa).ments. The Borrower may not prepay all or any part of the outstanding principal amount of the

Series 20098 Bond or the Series 2009C Bond and, ifapplicable, the Series 20094 Bond, unless (i) it obtains the

prior written consent of the DNRC thereto, and (ii) no Loan Repayment or Administrative Expense Surcharge or
Loan Loss Reserve Swcharge is then delinquent. Any prepayment permitted by the DNRC must be accompanied

by payment of accrued interest and, if appiicable, Administrative Expense Surcharge and Loan Loss Reserve

Surcharge to the date ofprepalnnent on the amount ofprincipal prepaid. Ifthe Series 2009 Bonds are prepaid in
part pursuant to this 0, such prepayments shall be applied to principal payments in inverse order of maturity.

Obligations of Borrower Unconditional. The obligations of the Borrower to make the paynnents required
by the Resolution and the Series 2009 Bonds and to perform its other ag¡eements contained in the Resolution, the

Series 2009 Bonds and Collaterai 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
the Resolution and the Series 2009 Bonds, (b) shall perform all its other agreements in the Resolution, the Series

2009 Bonds and the Coilateral Documents and (c) shall not terminate the Resolution, the Series 2009 Bonds or
the Collateral Documents for any cause, including any acts or circumstances that may constitute failure of
consideration, destruction of or damage to the 2009 Project or the System, commercial fi'ustration of purpose, any

dispute with the DNRC or the EPA, any change in the laws of the United States or of the State or any political
subdivision of either or any failure of the DNRC to perform any of its agreements, whether express or implied, or
any duty, liability or obligation arising from or connected with the Resolution.

Limited Liability. All palments of principal of and interest on the Loan and other payment obligations of
the Borrower hereunder and under the Series 2009 Bonds shall be special, limited obligations of the Borrower
payable solely out of the Net Revenues and shall not, except at the option of the Borrower and as permitted by
law, be payable out of any other revenues of the Borrower. The obligations of the Borrower under the Resolution
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and the Series 2009 Bonds shali never constitute an indebtedness of the Borrower within the meaning of any state
constitutional provision or statutory or charter limitation and shall never constitute or give rise to a pecuniary
liability of the Bonower or a charge against its general credit or taxing power. The taxing powers of the
Borrower may not be used to pay principal of or interest on the Series 2009 Bonds, and no funds or property of
the Borrower other than the Net Revenues may be required to be used to pay principal of or interest on the Series
2009 Bonds.

Reallocation of 2009 Loans. The Borrower understands that the principal amounts of the 20094 Loan
and the 20098 Loan have been sized based on the understanding and expectation that the 2009 Project costs at

least $3,500,000 and that the Borrower will request disbursement of the fulI amount of the 20094 Loan and
20098 Loan. Notwithstanding any provision to the contrary herein, the Borrower acknowledges and agrees that
in the event there is any Undisbursed Committed Amount, then the DNRC reserves the right in its sole and
complete discretion to reallocate loan amounts as between the 20094 Loan and 20098 Loan on the basis of the
amounts of the 20094 Loan and the 20098 Loan that the Borrower would have been entitled to had the 2009
Loans initially equaled the Committed Amount less the Undisbursed Committed Amount. The reallocation
between the 20094 Loan and 20098 Loan will reflect the same percentage of the total amount of the 2009 Loans
as initially used. Upon making such reallocation, the DNRC shall deliver to the Bo¡rower a replacement Series
2009A Bond and a replacement Series 20098 Bond reflecting adjusted principal amounts, which bonds shall
supersede and render of no effect the original bonds and be payable on the same dates as described in the original
bonds, but in an adjusted amount owing on each Payment Date because of the reallocation of principal amounts.
The Borrower shall execute and deliver the replacement Series 20094 Bond and the replacement Series 20098
Bond to the DNRC within thirty (30) days after delivery of such bonds to the Borrower by the DNRC.
Contemporaneous with the delivery of the replacement Series 2009A Bond and the replacement Senes 20098
Bond to the DNRC by the Borrower, the Borrower shail determine whether the Net Revenues of the System total
at least 125o/o of the maximum principal of and interest payabie on the Bonds outstanding in any fiscal year, and,
ifthey do not, the Borrower shall increase its rates and charges to satisfy the rate covenant set forth in Section 6.7
of the Original Resolution, as amended hereby, within th¡ee (3) months after the date of delivery of the
replacement Series 20094 Bond and the replacement Series 20098 Bond to the DNRC by the Borrower.

The Borrower shall indemnify and save harmless the DNRC and the DEQ and their officers, employees
and agents (each an "Indemnified Party" or, collectively, the "Indemnified Parties") against and from any and all
claims, damages, demands, expenses, liabilities and losses of every kind asserted by or on behalf of any Person

arising out ofthe acts or omissions ofthe Borrower or its employees, officers, agents, contractors, subcontractors,

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

management, planning, design, acquisition, construction, installâtion or financing of the 2009 Project. The
Borrower shall also indemnify and save hannless the Indemnified Parties against and from all costs, reasonable

attorneys' fees, expenses and liabilities incurred in any action or proceeding brought by reason of any such clairn
or demand. If any proceeding is brought against an Indemnified Party by reason of such claim or demand, the

Borrower shall, upon notice from an Indemnif,red Party, defend such proceeding on behalf of the Indemnified
Partv.

INDEMNIFICATION OF DNRC AND DEQ

Assignment by Borrower. The Borrower may not assign its rights and obligations under the Resolution or
the Series 2009 Bonds.

Assisnment by DNRC. The DNRC wiil pledge its rights under and interest in the Resolution, the Series

2009 Bonds and the Coilateral Documents (except to the extent otherwise provided in the Indenture) as security

ASS¡GNMENT

2l



for the paynnent of the State Bonds and may fuither assign such interests to the extent permitted by the Indenture,
without the consent of the Borrower.

State Refundine Bonds. In the event the State Bonds and Additional State Bonds are refi¡nded by bonds
which are not Additional State Bonds, all refe¡ences in the Resolution to State Bonds and Additionai 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. I¡ 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.

THE SERIES 2OO9 BONDS

Net Revenues Available. The Borrower is authorized to charge just and equitable rates, charges and

rentals for all services directiy or indirectly fumished by the System, and to pledge and appropriate to the Series

2005 Bond and the Series 2009 Bonds 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 a¡rd rentals during the term ofthe Series 2009 Bonds are expected to be

more than sufñcient to pay the princþal and interest when due on the Series 2005 Bond and the Series 2009

Bonds, and to create and maintain reasonable reserves therefor and to provide an adequate allowance for
replacement and depreciation, as prBscribed herein. For purposes of the foregoing statement, principal of and

interest on the 20094 Loan are disregarded, and interest on the Series 20098 Bond is assumed Io be 1 .7 5%o. The
Borrower acknowledges and agrees that if the DNRC delivers a statement to the Borrower that the obligation of
the Borrower to repay the principal of the 20094 Loan is not forgiven as provided in Section 5.1.2 as determined

i¡ the sole and complete discretion of the DNRC, then principal and interest and surcharges will become due and

owi¡g on the 20094 Loan evidenced by the Series 20094 Bond and the 20098 Loan evidenced by the Series

20098 Bond as provided in Section 5.1 and the Borrower shall thereupon, to the extent required by Section 6.7 of
the Original Resolution, as amended hereby, adjust its schedule offees, rates, and charges applicable to the

System to cause Net Revenues and Surplus Net Revenues to be produced in an amount at least equal to that

required by the Resolution.

Issuance and Sale ofthe Series 2009 Bonds. The Council has investigated the facts necessary and hereby

finds, determines and declares it to be necessary and desirable for the Borrower to issue the Serìes 2009 Bonds to

evidence fhe 2009 Loans. The Series 2009 Bonds are issued to the DNRC without public sale pursuant to

Montana Code Annotated, Section 7 -7 -aa33 Q)@)'

Terms. The Series 20094 Bond, the Series 20098 Bond, and the Series 2009C Bond shall be in the

maximum principal amount equal to the original 20094 Committed Amount, 20098 Cornmitted Amount, and

2009C Cornmitted Amount, respectively, shall each be issued as a single, fully registered bond numbered R-l,
shall be dated as of the date of delivery to the DNRC, and shali bear interest at the rate charged by the DNRC on

the 20094 Loan, 20098 Loan, and 2009C Loan, respectively. The principal of and interest on the Series 20098

Bond and the Series 2009C Bond, and, if applicable, the principal lf and interest on the Series 20094 Bond and

any Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be payabie on the same dates and

in the same amounts on which principal and interest of the Loan Repalrnents are payable. Advances of principal

of the Series z}Og/-Bond or Series 20098 Bond or Series 2009C Bond shall be deemed made when advances of
the 20094 Loan or 20098 Loan or 2009C Loan, respectively, are made under Section 4.1, and such advances

shall be payable in accordance with Schedule B to the Series 20098 Bond, the Series 2009C Bond, and, if
appiicable, the Series 2009A Bond, as the case may be, as it may be revised by the DNRC from time to time in

acõordance with Section 5. 1 . The Series 20094 Bond is a Subordinate Lien Obligation. The Series 20098 Bond

and the Series 2009C Bond are Additional Bonds.

The Borrower may prepay the Series 2009 Bonds, in whole or in part, only upon the terms and conditions

under which it can prepay the 2009 Loans under 0.
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