ORDINANCENO. 1114

AN ORDINANCE OF THE CITY OF HAILEY, BLAINE COUNTY, IDAHO,
AUTHORIZING AND PROVIDING FOR THE ISSUANCE OF A SEWER REVENUE
REFUNDING BOND, SERIES 2012, IN A PRINCIPAL AMOUNT NOT TO EXCEED
$2,580,000, FOR THE PURPOSE OF REFUNDING OF THE CITY’S QOUTSTANDING
SEWER REVENUE BONDS; PROVIDING FOR THE COLLECTION AND APPLICATION
OF SEWER REVENUES TO PAY THE PRINCIPAL OF AND INTEREST ON THE BOND;
ESTABLISHING FUNDS; PROVIDING FOR THE FORM, EXECUTION, REGISTRATION,
MATURITY, AND PAYMENT OF THE BOND; PROVIDING COVENANTS RELATING TO
THE BOND AND THE TAX-EXEMPT STATUS OF .THE INTEREST ON THE BOND;
APPROVING A FORM OF LOAN AGREEMENT BETWEEN THE CITY AND THE IDAHO
BOND BANK AUTHORITY; PROVIDING FOR RELATED MATTERS; APPROVING A
SUMMARY OF THIS ORDINANCE FOR PUBLICATION; AND PROVIDING AN
EFFECTIVE DATE.

WI—IER‘EAS the City of Hailey, Blaine County, Idaho (the “City™), is a municipal
corporation duly organized and operating under and pursuant to the laws of the State of Idaho;
and :

WHEREAS, the City owns.and operates a sanitary sewer collection and treatment system
(the “System”) for the benefit of the residents of the City; and

, WHEREAS, 'the City 'heretofor_e, on April 17, 2001, issued its Sewer Revenue Bonds,
Series 2001, in the original principal amount of $4,500,000 (the “Refunded Bonds™);

WHEREAS, a portion of the principal amount. of the Refunded Bonds remains
outstanding; and ,

. 'WHEREAS, the Mayor and Council have determined that it is in the best interests of the
City and its utility ratepayers to refund the Refunded Bonds and to issue refunding bonds for that
purpose; and

WHEREAS, the ordinance pursuant to which the Refunded Bonds were issued reserves
the right of the City to redeem the Refunded Bonds, in part or in full prior to maturity, upon
notice as provided in said ordinance; and

WHEREAS, the City is authorized by the Constitution and laws of Idaho to issue
refunding bonds to refund its outstanding bonds whenever the Mayor and Council determine that
a savings or other beneficial public objective can be achieved thereby, without an approving vote
of the electors of the City, and to sell such refunding bonds at private sale; and

WHEREAS., the Tdaho Bond Bank Authority (the “Authority”) is an independent body

corporate and politic created and operating pursuant to Title 67, Chapter 87, Idaho Code, as
amended (the “Act”), and the Authority is authorized by the Act to issue bonds for the purpose of

Page 1l of1



| NS,

(-

-

purchasing municipal bonds, including bonds evidencing loans undertaken by municipalities for
purposes authorized by law; and

WHEREAS, Section 67-8722, Idaho Code, authorizes the sale by the City of its bonds to
the Authority at private sale and further authorizes the City to enter into a loan agreement for
such purpose, and the Mayor and :Council have determined to issue the refunchng obligations of
the City in the form of a single, amortized sewer revenue refunding bond in an aggregate
principal amount not to exceed $2,580,000 to the Authority; and

NOW, THEREFORE, BE IT ORDAINED BY THE MAYOR AND COUNCIL OF THE
CITY OF HAILEY, Blaine County, Idaho, as follows:

Section 1: DEFINITIONS
As used in this Ordinance, the following words shall have the following meanings:

Act means, collectively, Title 50, Chapter 10, Title 57, Chapters 2, 5, and 9, and Title 67,
Chapter 87, Idaho Code.

Additional Bonds means any bonds issued pursuant to Section 9 of this Ordi'nance.

Annual Debt Service means the amount required in a given Fiscal Year of the City for the
payment of the principal of and interest on the Bond.

Average Annual Debt Service means the average annual amount required over the term
of the Bond from the time of calculation for the payment of the principal of and interest on the
Bond.

Authority means the Idaho Bond Bank Authority, an independent body cotporate and
politic created and operating pursuant to Title 67, Chapter 87, Idaho Code,

Bond means the City of Hailey Sewer Revenue Refunding Bond, Series 2012, herein
authorized to be issued, sold, and delivered.

Bond Counsel means Moore Smith Buxton & Turcke, Chartered, Boise, Idaho, or another
attorney at law or a firm of attorneys of nationally recogmzed standing in matters pertaining to
the tax-exempt status of interest on obligations issued by states and their political subdivisions,
duly admitted to the practice of law before the highest court of any state of the United States.

Bond Fund means the Bond Fund established ’by Section 8 of this Ordinance,

Bond Register means the registration books on which are maintained the names and
addresses of the Owner or nominees of the Owner of the Bond.
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Bond Registrar means the bond registrar, transfer agent, and authenticating and paying
agent appointed and designated in Section 6 of this Ordinance, and any successor Bond
Registrar,

City means the City of Hailey, Blaine County, Idaho.

City Clerk means the Clerk of the City, or other officer of the City who is the custodian
of the seal of the City and of the records of the proceedmgs of the City, or his/her successor in
functlons if any.

Code means the Internal Revenue Code of 1986, as a.mended.

Cost of Issuance Fund means the fund created by Section 8(A) of this Bond Ordinance
for the payment of the costs of issuance of* the Bond.

Council means the City Council of the City.

Escrow Agreement means the Escrow Deposit Agreement between the City and Bank of
New‘Y‘ork Méllon Trust Company, N.A., as authorized by Section 8C of this Ordinance.

- Escrow Agent means Bank of New York Mellon Trust Company, N.A., as escrow agent
under the Escrow Agreement.

Escrow Fund means fhe.Escrow F und es’tab*lished by the TES crow Agreement.

Estimated Net Revenues means, for any current or prior Fiscal Year of the Cﬁy, the

estimated Revenues of the System for such ‘year less the estimated Operation and Maintenance

Expenses for such year, based upon estimates prepared by the City Engineer -or an independent
engineer, or an independent certified public accountant. In computing Estimated Net Revenues,
Revenues of the System may be adjusted as necessary 1o, reflect any changed schedule of rates
and charges.

Fiscal Year means the annual fiscal year of the City, currently commencmg on October 1
of each year and endmg on September 30 of the following year.

Government Obligations shall have the meaning ascribed to that term in the Escrow
Agreement.

Interest Payment Date(s) means the payment date(s) on the Bond- set forth in the Loan‘

- Agreement.

Loan Agreement means the loan agreement between the Authority and the City,
substantially in the form which is annexed hereto as Exhibit “C,” and referred to and authorized
in Section 13 of the Ordinance. -
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Maximum Annual Debt Service means an amount equal to the greatest Annual Debt

Service on the Bond for the then-current or any future Fiscal Year of the City.

Mayor means the Mayor of the City, or his/her successor in functions, if any.

Net Revenues means Revenue of the System after the deduction of Operation and
Maintenance Experises.

Operation and Maintenance Expenses or any phrase of similar import means all

reasonable and necessary cuirent expenses of the City, (except depreciation), paid or accrued, of
operating, maintaining, and repaifing the System or of levying, collecting, and otherwise
administering the Net Revenues for the payment of the Bond; and the term includes (except as
limited by contract or otherwise limited by law) without hmmng the generality of the foregoing:

(1) Engineering, auditing, reporting, legal, and other overhead expenses of the
various City departments directly relating and reasonably allocable to the
administration of the System;

(2)  Fidelity bonds and property and liability insurance premiums pertaining to
the System, or a reasonably allocable share of a premium of any blanket bond or
policy pertaining thereto;

(3)  Payments to pension, retirement, health, and hospitalization funds and
other insurance; :

(4)  Any taxes, assessments, excise taxes, or other charges which may be

lawfully imposed on the City, the System, revenues therefrom, or any privilege in
connection with their eperation;

(5)  The reasonable charges of the bond registrar, fiscal or paying agent,
commercial bank, trust bank, or other depository bank pertaining to the Bonds
issued by the City or pertaining to the Project, if any;

(6)  Contractual services, professional services, salaries, other administrative
expenses, and the cost of materials, supplies, repairs, and labor, pertaining to the
issuance of the Bond and to the ordinary operation of the System; and

(1) All other administrative, general, and commercial expenses.

Ordinance means this Ordinance No. 1114, adopted on November 19, 2012.

Record Date means in the case of each Interest Payment Date, the Bond Registrar’s close
of business on the fifteenth day next preceding the date on which such Interest Payment Date

falls.
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Refunded Bonds means the City of Hailey Sewer Revenue Bonds, Series 2001, issued on

April 17, 2001, in the original principal amount of $4,500,000 pursuant to Ordmance No. 778,
adopted on Apnl 2,2001.

Refunding Account means the Refunding Account established by Section 8 of thls
Ordinance.

Registered Owner means the purchaser of the Bond and any subsequent transferee or
purchaser of the Bond.

Regulations means the Treasury Regulatxons 1ssued or proposed under Section 103,
Section 148, Section 149, or Section 150 of the Code (26 CFR Part 2) or other sections of the
Code relating to “arbitrage bonds™ or rebate, including without limitation Sections 1.148-0
through 1.148-11 and 1.150-1 of the Treasury Regulations, 10 the extent applicable, and inctudes
amendments thereto or successor provisions.

Reserve Fund means the “City of Hailey Sewer Revenue Bond Debt Service Reserve

Fund’ referred to in Section 8(F) of this Ordinance.

Reserve Requirement means the monies to be held by the City in the Reserve Fund to
secure payment of debt service on the loan and the Bond in an amount provided by the Loan
Agreement, which amount shall not exceed the lesser of (i) the maximum annual principal and
interest requirements on the Bond, or (ii) 125% of the average annual principal and interest

requirements on the Bond, not to exceed ten percent {10%). of the proceeds of the Bond

Revenue Fund means the “City of Haﬂey Sewer Revenue Fund” referred to in Secnons
8(A) and 8(D) of this Ordinance, ‘

Revenue of the System shall have the same meamng as the definition of “System .
Revenues in the Loan Agreement,

System means the sanitary sewer collection and treatment system of the City, as the same
now exists, including its assets, real and personal, tangible and intangible, and as it may later be
added to, extended, and improved, and shall include buildings, structures, utilities, or other
iricome producmg sewer facilities from the operation of or in connection with which the

revenues of the payment of the Bond to be issued hereunder will be denved and the lands
pertaining thereto.

Treasurer means the Treasurer of the City, or his/her successor in functions, if any.

Treasury Regulations means the Treasury Regulations issued or proposed under Section
103, Section 148, Section 149, or Section 150 of the Code (26 CFR Part 2) or other sections of
the Code relating to “arbitrage bonds” or rebate, including without limitation Sections 1.148-0

through 1.148-11 and 1.150-1 of the Treasury Regulations, to the extent apphcable and includes
amendments thereto Or SUCCesSOoT provisions. :
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Trustee means the Bank of New York Mellon Trust Company, N.A. or such other trustee
designated by the Authority pursuant to the Master Trust Agreement and latest Supplemental
Trust Agreement between the Authority and the Bank of New York Mellon Trust Company,

N.A., as such agreements may be amended from time to time (collectively the “Trust
Agreement”),

Written Certificate means an instrument in writing on behalf of the City executed by an
authorized officer of the City.

Section 2; FINDINGS

-

The Mayor and Council hereby find, determine, and declare:

A, That the City’s Refunded Bonds can be refunded at a cost saving to the benefit of
the City and its utility ratepayers; that it is desirable and necessary for the benefit of the City and
its utility ratepayers to refund the Refunded Bonds for the purpose of achieving a cost saving and
other beneficial public objectives; and that the net proceeds of the Bond, together with other

lawfully available moneys of the City, to the extent necessary, shall be used to refund the
Refunded Bonds.

B. That it is the intent of the Mayor and Council to issue the Bond for the purpose of
providing funds in an amount sufficient, together with ether lawfully available funds of the City,
if necessary, to refund, redeem, and retire the Refunded Bonds.

Section 3: THE BOND

The Bond, designated “City of Hailey Sewer Revenue Refunding Bond, Series 2012 (the
“Bond™), in an aggregate principal amount not to exceed $2,580,000, is hereby authorized to be
issued, sold, and delivered pursuant to the Act. The Bond shall consist of a single, transferrable,
amortized revenue bond, substantially in the form annexed hereto as Exhibit “B,” shall be issued
in fully registered form, shall be dated as of its date of delivery, and shall bear interest on its
unpaid principal balance at such rate or rates, shall be payable at such times and in such amounts,
and shall mature, as shall be set forth in the Loan Agreement.

Section 4: EXECUTION
The Bond shall be executed by the manual signature of the Mayor, countersigned by the

manual signature of the Treasurer, and attested by the manual signature of the City Clerk, and the
seal of the City shall be impressed thereon.

Section 5: PLACE AND MANNER OF PAYMENT
Both principal of and interest on the Bond shall be payable in lawful money of the United
States of America to the Registered Owner thereof, at the address of such Registered Owner as

shown on the registration records of the City, or at such other address as shall be designated in
writing to the City by the Registered Owner.
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Section 6: BOND REGISTRAR

The Treasurer is hereby appointed as bond registrar, transfer agent and paying agent, and
is herein referred to as the “Bond Registrar.” The Bond Registrar shall keep, or cause to be kept,
sufficient books for the registration and transfer of the Bond. The Bond Registrar is authorized,

on behalf of the City, to carry out all of- the Bond Registrar’s powers and duties under this
Ordmance

The Bond may be transferred only upon the books for the registration and transfer of
bonds (the “Bond Register”), upon the surrender thereof to the Bond Reglstra:r together with a
form of transfer duly executed by the Registered Owner or its attomey duly authorized in
writing. Upon the transfer of the Bond, there shall be issued in the name of the transferee or
transferees a new fully registered bond or bonds of any authorized denomination or
denominations and of the same maturity and interest rate, and of the same aggregate principal
amount, as the surrendered Bond. The.new bond or bonds shall bear the same date asthe date of
the surrendered bond, but shall bear interest from the immediately preceding interest payment
date to which interest has been pald or fully provided for.

This Section is intended to provide the system of registration required by Chapter 9, Title -
57, Idaho Code.

Section7: PRE-PAYMENT; DEFEASANCE

The City shall have the option to prepay the Bond, in whole orin part, in.accordance with
the prepayment provisions of the Loan Agreement.

In the event that money and/or government cbligations, maturing or having guaranteed
~ redemption prices at the option of the owner at such time or times and bearing interest to be
earned thereon in such amounts as are sufficient (together with any resulting cash balances) to-
redeem and retire part or all of the Bond in accordance with its terms, are hereafter irrevocably

set aside in a special account and pledged to effect such redemption and retirement, then no
- further payments need be made into the Bond Fund for the payment of the principal of and
interest on the Bond so provided for, and the Bond and interest accrued thereon shall then cease
to be entitled to any lien, benefit, or security of this Ordinance, except the right to receive the
funds so set aside and pledged, and the Bond and interest accrued thereon shall no longer be
deemed to be outstanding hereunder.

Section &: FUNDS AND ACCOUNTS REDEMPTION OF REFUNDED
BOND

A. Establishment of Funds and Accounts. The following funds and accounts are
created or confirmed with respect to the Bond. ‘

1. Bond Fund, to be held by the City.

2, Cost of Issuance Fund, to be held by the Trustee.
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3.

Escrow Fund, to be held by the Escrow Agent.

4. Reserve Fund, to be held by the City.
3. Revenue Fund, to be held by the City.
B. Delivery of Bond: Application of Proceeds. The Trustee is hereby instructed to

receive payment therefor in accordance with the terms of this Ordinance and deposit the
proceeds of sale as follows:

1.

A portion of the proceeds of sale of the Bond, as shall be designated by
Written Certificate of the Cit_y, shall be deposited in the Cost of Issuance
Fund to be used as provided in the Loan Agreement.

Accrued interest on the Bond from its date to the date of delivery, if any,
shall be deposited into the Bond Fund.

The remaining proceeds of sale of the Bond shall be deposited into the
Escrow Fund for'the redemption of the Refunded Bonds.

C. Approval of Escrow Agreement; Deposits into Escrow Fund.

1.

The Escrow Agreement, in substantially the form set forth in Exhibit “D”
which is annexed hereto and by reference incorporated herein, with such
changes omissions, insertions, and revisions as the Mayor shall approve,
is hereby authonzed and the Mayor and Clerk shall sign such Escrow
Agreement, which signature shall evidence such approval. The Mayor and
the Clerk are, and each of them is, hereby -autherized, and the Mayor and
Clerk shall sign such Escrow Agreement, which signature shall evidence’
such approval. The Mayor and the Clerk are, and. each of them is, hereby
authorized to do or perform all such acts as may be necessary or adv1sab1e
to comply with the Escrow Agreement and to carry the same into effect.

The portion of the proceeds of the sale of the Bond specified in Section 8B
hereof, together with other funds of the City as shall be specified in a

‘Written Certificate to be filed with the Escrow Agent at the time of the

delivery of the Bond, if any, shall, simultaneously with the delivery of the
Bond be invested or reinvested (except for any amount to be retained as
cash) and the obligations in which such moneys are so invested and any
remaining cash shall be deposited in trust with the Escrow Agent in

- accordance with the provisions of the Escrow Agreement.

D. Redemption of Refunded Bonds; Pledge. Etc. of Escrow Fund.

1.
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Refunded Bonds were issued. The Refunded Bunds are being redeemed at
aredemption price of par plus accrued interest to the date of redemption.

Moneys in the Escrow Fund shall be utilized exclus:lvely for the purpose
of (i) paying the interest on the Refunded Bonds on March 1, 2013; and
(i) on March 1, 2013, paying and redeeming the outstandmg Refunded
Bonds in full, principal, and interest.

Moneys in the Escrow Fund shall be invested, until needed for the
purposes of the Escrow Fund, in cash and Government Obligations, as
permitted in the Escrow Agreement, It is hereby found and determined by

the City, pursuant to Section 57-504, Idaho Code, that moneys in the

Escrow Fund, together with other funds of the City pledged to the
payment of the Refunded Bonds, will be sufficient to pay, when due,

pursuant to stated maturity or call for redemption, the principal of and
interest due and to becormie due on the Refunded Bonds, and provision has -
been made in the Escrow Agreement for the refunding of the Refunded
Bonds.

Any moneys remaining in the Escrow Fund and not needed for refunding
of the Refunded Bonds shall be apphed to pay any costs of issuance of the .
Bonds that remain unpaid, if any, and any moneys remaitiing thereafter

may be used by the City for any lawful purpose.

It is hereby found and determined that, upon compliance by the City and
the Escrow Agent with the foregoing provisions of this Section 8(D),
adequate provision shall have been made for the payment of the Refunded
Bonds.

E. Revenue Fund. There has heretofore been created a special fund known -as the
“City of Hailey Sewer Revenue Fund” (the “Revenue Fund”), which shall be maintained by the
Treasurer and into which the Revenue of the System shall be deposited forthwith upon its

receipt.

" . The Revenue of the System shall be used for payment of the following obligations in the
following order of priority: -

1.

2.
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First Charge and Lien: the costs of Operation and Maintenance Expenses;

Second Charge and Lien: the principal of and interest on the Bond and
any Additional Bonds, by payment into the Bond Fund; and

To administer surplus funds. Funds remaining in the Revenue Fund, after
having been applied to the purposes provided in this Ordinance, shall
constitute surplus funds and may be used for the purposes set forth in
Section 8(I) of this Ordinance.
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b Bond Fund. There has heretofore been created a special fund known as the “City
of Hailey Sewer Revenue Bond Fund” (the “Bond Fund™), into which shall be depos1ted from
Net Revenues; the following described revenues:

L.

Each semiannual installment of interest and each annual installment of
principal payable on the Bond shall be payable into the Bond Fund from
the Revenue Fund not less than severiteen (17) days prior to each payment
date, and paid from the Bond Fund to the Trustee for the Registered
Owner not less than fifteen (15) days before each payment date. The
moneys herein allocated shall be used solely to pay currently maturing
installments of principal of and interest onthe Bond,

Interest earnings on deposits in the Bond Fund shall remain in the Bond
Fund to be used for the purposes of the Bond Fund.

G. Reserve Fund.

1.

Deposits. There is hereby created a special fund known as the “City of
Hailey Sewer Revenue Bond Debt Service Reserve Fund” (the “Reserve
Fund™), which shall be maintained by the Treasurer so long as the Bond
remains outstanding, into which shall be depostted from amounts in the
reserve funds established for the Refunded Bond and, to the extent
necessary, from other funds of the City, the amount of the Reserve
Requirement, which amount shall be maintained - as a debt service reserve
fund for the Bond until the Bond has been paid in full.

Deficiencies or Withdrawals. Whenever any moneys are withdrawn from
the Reserve Fund to pay the principal of or interest on the Bond, or if a
deficiency exists therein, the amount so withdrawn or the amount of such
deficiency shall be restored by deposits from Net Revenues, as soon as
possible, but not later than one (1) year from the date of the drawing, until
the full amount of the Reserve Requirement has been restored.

H. Cost of Issuance Fund. There is hereby established. in the hands of the Trustee a

separate fund designated as the “Cost of Issuance Fund.” At the time of the delivery of the
Bond, the City shall deposit into the Cost of Issuance Fund such amount as shall be required to
pay the reasonable and necessary costs of issuance of the Bond. Moneys in the Cost of Issuance
Fund shall be used for the payment of costs of issuance of the Bond, Any moneys remaining in
the Cost of Issuance Fund on the date of the full and final payment of all costs of issuance of the
Bond shall be transferred to the City and depesited into the Bond Fund.

I Surplus Funds. Funds remaining in the Revenue Fund after having been applied
to or designated funds for the purpeses provided in Section 8D of this Ordinance shall constitute
surplus funds and may be used for any of the following purposes:
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1. To pay the costs of unusual or extraordmary mamtenance of or repair to
the System;

2. To pay the principal of and interest on any subordinate lien obligations
which may have been issued to provide sewer facilities in or for the City;

3. To improve, extend, enlarge, or replace any sewer facilities;
4. To acquire or construct additional sewer facilities in or for the City;
5. To prepay the principal, interest, and any costs of the Bond; and

6. For any other lawful purpose. _
Section 9: ADDITIONAL BONDS OR OTHER OBLIGATIONS

Additional Bonds or other obligations payable from Net Revenues on a parity with (butv
not superior to) the Bond may be issued by the City upon compliance by the City with provisions
for additional parity debt set forth in the Loan Agreement.

~ Section 10: INVESTMENTS

Surplus funds m any of the funds set forth in this Ordinance may be invested in securities
as permitted by law.
J _
- Section 11: GENERAL COVENANTS

For the protection and security of the Bond, it is covenanted and agreed to and with the
Registered Owner of the Bond from time to time, that the City will perform the following
covenants:

: A. Operate System. It will operate the System in an efficient and economical manner
and prescribe, revise, -and collect such charges in connection therewith so that the services,
facilities, and properties of the System may be furnished at the lowest possible cost consistent
with sound economy and prudent management.

B. Good Repair. It will operate, maintain, preserve and keep the System and every
part hereof in good repair, working otder, and condition.

C. Preserve Security. It will preserve and protect the security of the Bond and the
rights of the Registered Owner thereof.

D. Cdllect Revenues. It will collect and hold in trust the revenues and other funds
pledged to the payment of the Bond and apply such revenue or other funds only as provided in
this Ordinance.
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E. Service Bond. It will pay and cause to be paid punctually the prmmpal of the
Bond and the interest thereon on fhe date or dates and at the place or places and in the manner
provided in the Bond, and in accordance with this Ordinance.

F. Pay Claims. Tt will pay and discharge any and all lawful claims for labor,
materials, and supplies which, if unpaid, might by law become a lien or charge upon the Revenue
of the System or any part of said Revenue of the System, or any funds in the hands of the
Treasurer, prior or superlor to the lien of the Bond or which might impair the security of the
Bond, to the end that the priority and security of the Bond shall be fuilly preserved and protected.

G. Encumbrances. It will not mortgage or otherwise encumber, sell, lease, or dispose
of the System or any part thereof, nor enter into any lease or agreement which would i impair or
impede the operation of the System or any part thereof necessary to secure adequate revenues for
the payment of the principal of and interest on the Bond, nor which would .otherwise impair or
impede the rights of the Registered Owner of the Bond with respect to such revenues of the
operation of the System without provisions for the retirement of the Bond then outstandmg from
the proceeds thereof.

H. Insurance. It will procure and keep in force insurance upon all buildings and
structures of the System and the machmery and eqmpment therein, which are usually insured by
entities operating like property, in good and responsible insurance companies, The amount of
the insurance shall be such as may be reqnired to adéquately proteet it and the Registered Owner
of the Bond from loss due to any casualty, and in the event of any such loss, the proceeds shall
be used to repair or restore the System or for the payment of the Bond issued under this
Ordinance.

L Fidelity Bonds. It will procure suitable fidelity bonds covering all of its officers
and other employees chiarged with the operation of the System and the collection and disburse-
ment of revenues therefrom,

L. Engl_neer It will employ consulting engineers of acknowledged reputation, skill,
and experience in the 1mprovement arid operation of the System for any unusual or extraordinary
items of maintenance, repair, or betterments as shall be requlred from time to time, all reports,
estimates, and recommendations of such consulting engineers to be filed with the Clerk and
furnished to the Registered Owner of the Bond issued hereunder, upon request,

K. Accounts. . It will keep proper and separate accounts and records in which
complete and separate entries shall be made of all transactions relating to the System, and it will
furnish complete eperating and income statements upon request.

- L. . Delinquencies. It will not furnish sewer service to any customer whatsoever free
of charge, and it shall not later than sixty (60) days after an account becomes delinquent, take
such legal action as may be reasonable to enforce collection of any collectible delinquent
account.
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Section 12: SPECIAL COVENANTS
The City further covenants and agrees:

- In accordance with Section 149(a) of the Internal Revenue Code of 1986, as
amended (the “Code™), the Bond, and any serial bonds to which they may be converted, shall be
issued and remain in fully registered form in order that interest thereon be excluded from gross
income of the owner or owners for federal income tax purposes. The City covenants and agrees
that it will take no action to permit the Bond, or any serial bonds to which it may be converted, to
be issued in or converted to bearer or coupon form.

B. None of the proceeds of the Bond will be used, directly or indirectly, (i) to make
or finance loans to persons or (ii) in any trade or business carried on by any person (other than as -
a member of the general public). For purposes of the preceding sentence, the term “person” does
not include a government unit other than the United States or any agency or instrumentality
thereof, and the term “trade or business” means any activity carried on by a person other than a
natural person. The City further covenants and agrees to take no action which would cause the
‘Bond to become a “private act1v1ty bond,” nor will it omit to take any action necessary to prevent

the Bond from becoming :a “private activity bond,” within the meaning of Section 141 of the
COde

C. The Mayor, Clerk, and Treasurer, and other appropriate officials of the City, or
_ any one or more of such officials,. as may be appropriate, are each hereby authorized and directed
to execute, on behalf of the City, such certificate or cettificates as shall be necessary to establish
that the Bond is not an “arbitrage bond” ‘within the meaning of Section 148 of the Code and the
Treasury Regulations promulgated thereunder, and to establish that interest on the Bond is not
and will not become includable in the gross income of the Registered Owner of the Bond under
- the Code and applicable regulations. The City covenants and agtees that no use will be'made of
‘the proceeds of the Bond, or any funds of the City which may, pursuant to Section 148 of the
Code and applicable regulations, be deemed to be proceeds ‘of the Bond, which would cause the
Bond to become an “arbitrage bond” within the meaning of Section, 148 of the Code. The City
further covenants to comply throughout the term of the Bond with the requirements of Section
148 of the Code and the regulations promulgated thereunder in order to prevent the Bond from
‘becoming an “arbitrage bond.”

D. The City wﬂl comply with the information reporting requirements of Secnon
149(e) of the Code.

E. None of the proceeds of the Bond will be used to reimburse the City for capital
- expenditures made prior to the date of delivery of the Bond unless the City, not later than 60
days after the payment of such expenditure, shall have adopted an official intent resolution as
provided by Section 1,150-2 of the Treasury Regulations.
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~ Section 13: LOAN AGREEMENT

The Loan Agreement, substantially in the form annexed hereto as Exhibit “C,” is hereby
approved. The Mayor and City Clerk, or such officer’s designee, are each hereby authorized and
directed, on behalf of the City, to execute and attest, respectively, and te deliver the Loan
Agreement provided, however, that (i) the term of the Loan Agreement shall end no later than
September 15, 2021; (ii) the principal amount set forth in the Loan Agreement shall not exceed
$2,580,000; and {111.). the true interest cost on the Bond shall not exceed 3,50%. The sale of the
Bond to the Authority in accordance with the Loan Agreement is hereby approved. The City
shall comply with all terms and provisions of the Loan Agreement, and, in the event that any
provision of this Ordinance or the Bond is inconsistent with the ‘provisions of the Loan
Agreement, the provisions of the Loan Agreement shall contro].

Section 14: AMENDMENTS

A. The City from time to time and at any time may -adopt an ordinance or ordinances
supplemental hereto, which ordinance or ordinances thereafter shall become a part of this
Ordinance, for any one or more of all of the following purposes:

1. To add to the covenants and agreements of the City in this Ordinance,
other covenants and agreements thereafter to be observed, which shall not
adversely affect the interest of the Registered Owner of the Bond, or to
surrender any right or power herein reserved.

2. To make such provisions for the purpose of curing any amb1gu1t1es or of
curing, correcting, or supplementing any defective provisions contained in
thi§ Ordinance, or any ordinance authorizing future bonds in regard to
matters or questions .arising under such ordinances as the Council may
deem necessary or desirable and not inconsistent with such ordinances and
which shall not adversely affect, in any material respect, the interest of the
Registered Owner of the Bond.

Any such supplemental ordinance may be adopted without the 'cbnsent of the Registered
Owner of the Bond at any time outstanding, notwithstanding any of the provisions of subsection
B of this Section.

B. With the consent of the Registered Owner of not less than 75% in aggregate
principal amount of the Bond at the time outstanding, the Council may adopt an ordinance or
ordinances supplemental hereto for the purpose of adding any provisions to or changing in any
manner or eliminating any of'the provisions of this Ordinance or of any supplemental ordinance;
provided, however, that no such supplemental ordinance shall:

1. Extend the fixed maturities of the Bond, or reduce the rate of interest

thereon, or extend the time of payments of interest from their due date, or
reduce the amount of the principal thereof, or reduce any premium payable

Page 14 of 14



WU N,

b

on the redemption thereof, if applicable, without the consent of the
Registered Owner of the Bond so affected; or

2. Reduce the aforesaid percentage of the Registered Owner required to
approve any such supplemental ordinance.

It shaH not be necessary for the consent of the Registered Owner under this subsection B

to approve the particular form of any proposed supplemental ordlnance but it shall be sufficient
if such consent shall approve the substance thereof.

C. Upon the adoptlon of any supplemental ordinance pursuant to the provisions of
this Section, this Ordinance shall be deemed to be modified and amended in accordance
therewith, and the respective rights, duties, and obligations of the City under this Ordinance -and
the Registered Owner of the Bond outstanding hereunder shall thereafter be determined,
exercised, and enforced thereunder, subject in all respects to such modification and amendments,
and all terms and conditions of any such supplemental ordinance shall be deemed to be part of
the terms and conditions of this Ordinance for any and all purposes.

D. Any bond executed and delivered after the execution of any supplemental
ordinance ad0pted pursuant 1o the provisions of this Section may have a notation aste any matter
provided for in such supplemental ordinance, and if such supplemental ordinance shall so
provide, new bonds so modified as to conform, in the opinion of the Council, to any modification
of this Ordinance contained in any such supplemental ordinance, may be prepared and delivered
without cost to the Registered Owner of the Bond then outstanding, upon surrender for
cancellation of the Bond.

“Section 15: VALIDITY OF ISSUANCE

‘The Bond is issued pursuant to the Idaho Revenue Bond Act, 'be,ir__xg Idaho Code Sections
50-1027 through 50-1042. This recital is conclusive evidence of the validity of the Bond and the
regularity of its issuance.

Section 16: REGISTERED OWNER’S REMEDIES - RECEIVER

- By action or suit in equity, the Registered Owner or subsequent Owner of the Bond may,
in the event of a material violation of any of the foregoing covenants, cause the appointment of a-
receiver, which receiver may enter and take possession of the System and any Net Revenues for
the payment of the Bond, prescribe fees to be derived from the System, and collect, receive, and

- apply all Net Revenues of other moneys pledged for the payment of the Bond in the same
- manner as the City might do in accordance with the obligations of the City. In addition, the

Registered Owner shall have the remedies set forth in the Loan Agr,_ee_ment_v
Section 17: ORDINANCE A CONTRACT

The provisions of this Ordinance shall constitute a contract between the City and the
Registered Owner so long as the Bond hereby authorized remains unpaid.

Page 150f 15



Section 18: SEVERABILITY

If any one or more of the covenants or agreements provided in this Ordinance to be
performed on the part of the City shall be declared by any court of ‘competent jurisdiction to be
contrary to law, then such covenant or covenants, agreement or agreements, shall be null and
void and shall be deemed separable from the remaining covenants and agreements in this

Ordinance and shall in no way affect the validity of the other provisions of this Ordinance or of
the Bond.

Section 19: REPEALER

All other ordinances or barts thereof, to the extent inconsistent herewith, are hereby

repealed and shall, to the extent of such inconsistency, have no further force or effect.

Section 20: AUTHORIZATION

The Mayor, City Clerk, and City Treasurer, or any one of such officers, as may be
appropriate to the circumstances, are hereby authorized to execute, on behalf of the City, the

Bond and all such additional documents as may be necessary to effect the sale and delivery of
the Bond.

Section 21: PUBLICATION
This Ordinance, or a summary thereof in compliance with Section 50-901A, Idaho Code,
substantially in the form annexed hereto as Exhibit “A,” shall be published once in the official

newspaper of the City, and shall take effect immediately upon passage approval, and
publication.

DATED this 19™ day of November, 2012.

CITY OF HAILEY
Blaine County, Idaho

ATTEST:

S

City Clerk

(SEAL)
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SUMMARY OF
ORDINANCENO. 1114

AN-ORDINANCE OF THE CITY OF HAILEY, BLAINE COUNTY, IDAHO, AUTHORIZING
AND PROVIDING FOR THE ISSUANCE OF A SEWER REVENUE REFUNDING BOND,
SERIES 2012, IN A PRINCIPAL AMOUNT NOT TO EXCEED $§2,580,000, FOR THE
PURPOSE OF. REFUNDING OF THE CITY’S OUTSTANDING SEWER REVENUE BONDS:
PROVIDING FOR THE COLLECTION AND APPLICATION OF SEWER REVENUES TO

'PAY THE PRINCIPAL OF AND INTEREST ON THE BOND; ESTABLISHING FUNDS;

PROVIDING FOR THE FORM, EXECUTION, REGISTRATION, MATURITY, AND “

'PAYMENT OF THE BOND; PROVIDING COVENANTS RELATING TO THE BOND AND

THE TAX-EXEMPT STATUS OF THE INTEREST ON THE BOND; APPROVING A FORM
OF LOAN AGREEMENT BETWEEN THE -CITY AND THE IDAHO BOND BANK
AUTHORITY; PROVIDING FOR RELATED MATTERS; APPROVING A SUMMARY OF

THIS ORDINANCE FOR PUBLICATION; AND PROVIDING AN EFEECTIVE DATE.

A summary of the principal provisions of Ordmance No. 1114 of the City of Hailey, 4

Blaine County, Idaho,.adopted on November 19,:2012, is as follows:

Section 1: Defines the terms and phrases used in the Ordinance.

Section2:  Makes findings with respect to the refunding of the City’s outstanding

: Sewer Revenue Bonds, Series 2001.

Section3:  Describes the City of Hailey Sewer Revenue Refunding Bond, Series 2012
(the “Bond™). ‘ :

Section4:  Provides for the manner and method of execution of the Bond.
Section 5: _Pr.oifidfes for the place and manner of payment of the Bond.
Section 6: AI;points the City Tre_asuzér as Bond Registrar.
Section 7: P-rovides'for.'the;prepaymént and defeasance of the Bond. |
Section 8:  Establishes funds.and provides for the refunding of the Refunded Bonds.
Section 9: Pr-'ovid.e_s for additional bonds.
Section 10:  Provides for investmeﬁt of smplus.funds.
Section 11:  Provides-general covenants forthe Bond.

EXHIBIT “A”
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Section 12:

Section 13:

Provides special covenants for the Bond.

Approves a Loan Agreement with, and provides for the sale of the Bond

to, the Idalio Bond Bank Authority.

Section 14;
Section 15:
Section 16:

Section 17:

of the Bond.

Section 18:
Section 19:;

Section 20:

Provides for amendments to the Ordinance.
Provides for validity of issuance.
Provides remedies for the Registered Owner of the Bond.

States that the Ordinance constitutes a contract with the Registered Owner

Provides for severability.
Repeals prior inconsistent ordinances, to the extent of any inconsistency.

Authorizes the Mayor, City Clerk, and City Treasurer to execute any

additional documents necessary to sell and deliver the Bond.

Section 21:

Provides for the publication of the Ordinance or a summary thereof and

the effective date of the Ordinance.

The full text of Ordinance No. 1114 is available at City Hall and will be provided to any
citizen upon personal request during normal office hours.

DATED this 19" day of November, 2012.

ATTEST:

C/\,___/Q.-—-——--

CITY OF HAILEY
Blaine County, Idaho

City Clerk

EXHIBIT “A”
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CERTIFICATION OF ATTORNEY

1, the undersigned Special Counsel for the City of Ha.ﬂey, Blaine County, Idaho, hereby
certify that T have read the attached summary of Ordinance No. 1114 of the City of Hailey and
that the same is true and complete and provides adequate notice to the public of the contents of

said Ordinance.

-~ Attom%y/at Law -

Dated as of the 19% day of November, 2012.

EhdT AT
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[Form of Bond]

UNITED STATES OF AMERICA
Registered | Registered
No. One $
STATE OF IDAHO
.COUNTY OF BL-AINE
CITY OF HAILEY

SEWER REVENUE REFUNDING BOND, SERIES 2012

“THE CITY OF HAILEY, Blaine County, Idaho (the “City”), for value received, promises

to pay from the special fund hereinafter described and in the manner hereinafter set forth, and not

otherwise, to THE IDAHO BOND BANK AUTHORITY (the “Authority”), as the registered
owner hereof, the principal sum of

AND 00/100 DOLLARS

8 ), together with interest on the unpaid balance at the rate of percent
( %) per ammum. Said principal and interest shall be payable in accordance with the
following schedule: :

Payment Date Principal Interest Total Payment

Bo‘ch principal of and interest on this Bond are payable in lawful money of the United

States of America to the registered owner hereof whose name and address shall appear on the

registration books of the City maintained by the City Treasurer (the “Bond Registrar”). Interest
shall be paid to the registered owner whose name appears on the Bond Register on the fifteenth
day mext preceding the interest payment date, -at the address:appearing on the Bond Register, and
shall be paid by check or draft of the Bond Registrar mailed to such registered owner on the due
date at the address appearing on the Bond Register, or at such other address as may be furnished
in writing by such registered owner to the Bond Registrar. Principal shall be paid to the
registered owner upon presentation and surrender of this Bond at the principal office of the Bond
Registrar, on or after the date of maturity or prior redemption.
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The City has reserved the tight, at its option, to prepay the principal amount outstanding,
as provided in the Loan Agreement dated as of December 1, 2012, between the City and the -
Authority (the “Loan Agreement”),

Interest on this Bond shall cease to accrue as to the amount of principal being prepaid
after the date fixed for prepayment if notice has been properly given and funds equal to the
amount of prepayment have been deposited at the place of payment at that time.

This Bond is issued for the purpose of paying the costs of currently refunding the City’s
outstanding sewer revenue bonds, pursuant to Idaho Code, Title 50, Chapter 10 and Title 57,
Chapters 2, 5, and 9, and also pursuant to Ordinance No. 1114 of the City, adopted on November
19, 2012 (’the “Bond Ordinance”). This Bond further evidences the City’s payment obligations -
under the Loan Agreement.

This Bond is issued pursuant to and in full compliance with the Constitution and statutes

of the State of Idaho, particularly Chapter 10 of Title 50, and Chapters 2, 5, and 9 of Title 57,

Idaho Code, and proceedings duly adopted and authorized by the Mayor and Council of the City
acting for and on behalf of the City, more particularly the Bond Ordinance, for the purpose of

providing funds torefund and redeem certain outstanding bonds of the City.

This Bond creates a first lien and charge upen the Net Revenues of the System on parity
of lien with any additional bonds or other obhgatlons which may hereafter be issued on 2 parity
with the Bond in accordance with the provisions of the Bond Ordinance, and superior to all other
charges of any kind or nature. This Bond is a limited obligation of the City and is payable as to
principal and interest solely from a special fund created by the Bond Ordinance and designated

"‘Clty of St. Anthony Sewer Revenue Bond Fund” (the “Bond Fund”). For a more particular

descnptlon of said Bond Fund, the revenues to be deposned therein, and the nature and extent of

the security afforded thereby, reference is made to the provisions of'the Bond Ordinance pursuant

to which this Bond is 1ssued and such Bond Fund will be maintained.

ThlS Bond is transferable by the registered owner hereof in person, -or by his attorney duly
authorized in writing, upon presentation and surrender of this Bond at the office of the Bond
Registrar. Upon such transfer, a new Bond, of the same denommatlon maturity, and interest

rate, will be issued to the transferee, in exchange therefor.

Reference is hereby made to the Bond Ordinance for the covenants and declarations -of
the City and other terms and conditions under which this Bond has been issued. The covenants
contained herein and in the Bond Ordinance may be discharged by making provision, at any time,
for the payment of the prmc1pa1 of and interest on this Bond in the manner provided in the Bond

' Ordmance

The City and the Bond Registrar may deem and treat the registered owner hereof as the
absolute owner hereof for the purpose of receiving payments of principal hereof and interest due
hereon and for all other purposes, and neither the City nor the Bond Registrar shall be affected by
any notice to the contrary.
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IT IS HEREBY CERTIFIED AND DECLARED that all acts, conditions, and things
required by the Constitution and statutes of the State of Idaho to exist, to have happened, been
done, and performed precedent to and in the issuance of this Bond have h’app‘ened been done,
and performed, and that the issuance of this Bond do not violate any Constitutional, statutory, or
other limitation upon the amount of bonded indebtedness that the City may incur.

IN WITNESS WHEREOF, the City of Hailey, Blaine County, Idaho, has caused this

Bond to be executed by the manual signature of the Mayor, countersigned by the manual

. signature of its Treasurer, and attested by the manual signature of its Clerk, and the seal of the
City te be fimpréssed hereon, as of this 20" day of December, 2012.

CITY OF HAILEY
Blaine County, Idaho
Mayor
City Treasurer
ATTEST: ‘
City Clerk
(SEAL)
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LOAN AGREEMENT

THIS LOAN AGREEMENT, dated as of December 1, 2012, by and between the CITY
OF HAILEY, IDAHO, a murticipal corporation duly- organized, existing and operating under the
laws and Constitution of ‘the State of Idako and thereby a “Mudicipality” under the “Act” as
defined below (the “Municipality™), and IDAHO BOND BANK AUTHORITY, an independent
public body corporate and polmc (the “Authority™),

WITNESSETH:

WHEREAS, pursuant to the Idaho Code, Tifle 50, Chapter 10, on April 17, 2001, the
Municipality has previously issued its Sewer Revenue Bonds, Series 2001, (the "Prior Bonds") to
finance improvements to its Sewer system and the Municipality intends to issue its Sewer
Revenue Refunding Bond, Series 2012 (the "Municipal Bond") for the purpose of currently
refunding the Prior Bonds and reﬁnancmg certain Sewer facilities, the “Project™);

WHEREAS, the Authority is an independent public bedy corporate and politic duly
created and operating pursuant to Idaho Code, Title 67, Chapter 87 as amended or supplemented
from time to time (the “Act”)

_ ‘WHEREAS, the Act authorizes and empowers the Authority to issue bonds for the
purpose of purchasing municipal bonds, including loans undertaken by municipalities for any
purpose authorized by law;

WHEREAS, the Authority intends to issue Idaho Bond Bank Authorlty Revenue Bonds,
Series 2012D (the “Bends”)

WHEREAS, pursuant to Ordinance No. 1114 adopted on November 19, 2012 (the “Bond
Ordinance™), the Mummpahty approved this Loan Agreement to issue the Municipal Bond to
evidence a Loan to refinance the Prior Bonds,; and

NOW, THEREFORE, in consideration of the premises and the respective representations
and covenants herein contained, the parties hereto agree as follows:

ARTICLE 1 - DEFINITIONS

Section 1.1 Det‘inmon of Terms. Unless the context otherwise requires, the capltahzed terms
used in this Loan Agreement not otherwise defined herein shall have the meanings specified in
Section 1.01 of the Master Trust Agreement, dated as of December 1, 2004 between the
Authority and U.S. Bank National Association, as trustee (which trustee has been succeeded by
Bank of New York Mellon Trust Company, N.A,), as amended relating to the Bonds (the
“Master Trust Agreement”), and all supplemental trust agreements including the Nineteenth
Supplemental Trust Agreement dated as of December 1, 2012 (the “Nineteenth Supplemental

LOAN AGREEMENT - 1
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Trust Agreement”) by and between the Authority and The Bank of New York Mellon Trust
Company, N.A., as trustee (the “Trustee™), as previously supplemented and amended or as it may
from time to time be supplemented or amended as provided therein with the Master Trust
Agreement and all Supplemental Trust Agreements including the Nineteenth Supplerental Trust
Agreement referred to herein collectively as the “Trust Agreement.”

“Annual Debt Service” means, for any Fiscal Year, the sum of (1) the interest accruing

~ on all Parity Debt during such Fiscal Year calculated on the basis of a 360- -day year consisting of

twelve 30-day months, assuming that all Parity Debt is retired as scheduled, plus (2) the principal
amount (including principal due as sinking: fund installment payments) allocable to all Parity
Debt in such Fiscal Year.

“Annual Expense Charges” means the annual charges for Trustee fees, continuing
disclosure dissemination agent fees, audit fees, rebate calculation expenses or other expenses
related to the Bonds or Loan and paid by the Authority which shall be reimbursed to the
Authority by the Municipality s provided in Section 3 2(a) hereof upon receipt of invoice from
the Authority or Trustee as well as any late fees or charges related to continuing disclosure or

_ audit submission.

“Authority Fee” means the one-time fee payable by the Municipality to the Authority
upon issuance and delivery of the Bonds in the amount set forth in Schedule 1 equal to 1/10 of
one percent (.10%) of the total debt service to be paid on the Loan. - The amount of any
application fee previously paid by the Municipality to the Authority may be credited. against the -
Authority Fee,

“Authorized Municipality Representative” means the Mayor or Municipality Clerk, or
any such’ officer’s designee, or any other officer of the Mum01pa11ty duly authorized by the
Mummpahty

* “Bond Ordinance” means the Bond Ordinance defined in the last WHEREAS Clause
above. .

“Certificate of the Municipality” means an instrument in writing signed by an Authorized .
Mumolpahty Representative, such authorization to be evidenced by a certificate verifying the
specimen signatures of such officers at the request of the Trustee.

“Consulting Engineer” means any qualified registered or licensed professioﬁa] engineer
practicing under the laws of the State of Idaho selected by the Municipality.

“Fiscal Year” means the fiscal year of the Municipality, beginning October 1 and ending
September 30 each year. ‘

“Generally Accepted Accounting Principles” means the uniform accounting and
reporting procedures set forth in publications of the American Institute of Certified Public
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Accountants or its successor, ot by any other generally accepted authotity on such procedures,
and includes, 4s applicable, the standards set forth by the Governmental Accounting Standards
Board or its successor. ‘

“Income Fund” means the fund by that name descﬁbcd in Section 4.2 hereof,

“Independent Certified Public Accountant” means any firm of certified public
accountants appointed by the Municipality, which is iridependent of the Municipality and the
Authority pursuant to the Statement on Auditing Standards No. 1 of the American Institute of
Certified Public Accountarits,

“Issue Date” means the date of issnance of the Municipal Bond.
“Loan” means the loan-of proceeds of the Bonds as described in Section 3.1 hereof.

“Maximum Annual Debt Service” means, as of any date of calculation, the largest
Annual Debt Service during the perlod from the date of such calculation through the final
maturity date of all Parity Debt.

“Municipal Bond” or “Municipal Bonds” means the revenue bond or other evidence of

indebtedness issued and delivered by the Municipality to evidence the Loan as provided in
Section 3.1 hereof.

“Municipality” means the City of Hailey, Idaho, a municipal corporatlon of the State of
Idaho and thereéby a “Municipality” under the Act.

“Net Proceeds” means, when used with respect to any casualty insurance or
condemnation award, the proceeds from such insurance or condemnation award remaining after
payment of all expenses (including attorneys’ fees) incurred in the collection of such proceeds.

“Operation and Maintenance Costs” means all reasonable and necessary current expenses
of the Municipality, paid or accruing, for operating, maintaining and repairing the System,
including legal and overhead expenses of the municipality directly related to the administration
of the System, insurance premiums, audits, charges of depository banks and paying agents,
professional services, salaries, administrative expenses, labor, and the cost of materials and
supplies for current operation, but not including depreciation, legal liabilities not based on
contract, the cost of improvements to the System, charges for accumulation of Teserves, or
payment of Parity Debt or Suberdinate Obligations,

“Parity Debt” means the Repayment Installments, any Prior Obligations, and any Parity
Obligations,
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“Parity Obligation Payments” means the payments scheduled to be paid by the
Municipality under and pursuant to the Parity Obligations, which payments are secured by a
pledge of System Net Revenues on parity with the Repayment Installments as-provided herein.

“Parity Obligations” méans all obligations of the Municipality authorized and executed
by the Municipality other than the Repayment Installments, mcludmg any Prior Obligations with

~ Parity Obligation Payments which are secured by a pledge of the System Net Revenues onparity

with the Repayment Installments as prov1ded herein.
"Prior Bonds" means the Municipality’s Sewer Revenue Bonds, Series 2001.
“Prior O.Bligations” means the obligations, if any, speciﬁed in Schedule 1 attached hereto.

“Project” means the Mummpahty s sewer facilities as described in Exh1b1t A hereto being
financed or refinanced by the Municipal Bonds.

“Rate Stabilization .Account” means the. Rate Stabilization Account established pursuant
to Section 4.5 hereof.

“Repayment Amount” means the amount specified in Schedule 1 attached hereto.
“Repayment Installment” means any amount that the Municipality is required to pay

dlreeﬂy to the Trustee pursuant to Section 3.2(a) of this Loan Agreement as a repayment ofthe
loan ‘made to the Municipality under the Loan Agreement, which amount is determined in

accordance with Sectlon 4.2(a) thereof.

“Repayment Installment Date” means the dates corresponding - to the Repayment

Installments, as set forth in Exhibit B, however, payments must be transmitted to the Trustee at -

least fifteen (15) days ptior to the-Repayment Installment Dates on Exhibit B.

“Reserve Fund” means the reserve fund for the Loan in the amount of the Reserve
Requirement and to be funded from funds of the Municipality if required as provided in Section
4.4 hereof. The Reserve Fund shall not secure the Parity Obligations.

“Reserve Requlrement” shall mean the monies to be held by the Municipality in the
Reserve Fund to secure payment of debt service on the Loan and the Municipal Bond which shall
be an .amount equal to the amounts required under Section 4.4 hereof, provided that said amount
shall not exceed the lesser of: (i) 10% of the proceeds of the Loan, (ii) maximum annual
principal and interést on the Loan or (iii) 125% of average annual principal and interest on the
Loan.

“Revenue Fund” means the fund so designated established pursuant to the Trust
Agreement and held by the Trustee.
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“Sewer Revenue Fund” means the Municipality’s Sewer Revenue Fund, established by
the Bond Ordirance,

“Subordinate Obligations” means ob‘lige;'gions of the Municipality that are subordinate in
. payment tothe Repayment Installments and to the Parity Obligations Payments. :

“System” means all of the Mummpahty’s -S'eWe_r system, and .its Sewer” facilities and
properties now owned or hereafter acquired, whether situated ‘within or without Municipality
boundaries.

- “System Net Revenues” means the remaining System Revenues after deducting
Operation and Maintenance Costs.

“System Revenues” means all gross income :and revenue received or receivable by the
Municipality from the ownership or opeération of the System, determined in accordance with
Generally Accepted Accounting Principles, excluding grants, hookup fees and other non
recurring revenue, but including without limitation, transfers from the Rate. Stabilization Account
and including all fees (excluding connection fees), rates, charges and all amounts paid under any
contracts received by or owed to the Municipality in connection with the operauon of the System
and all proceeds of insurance relating to the System and investment income allocable to the
System and all other income and revenue howsoever derived by the Municipality from the
ownership, or operation of the System or arising from the System,

Section 1.2 Number and Gender. The singular form of any word used herein, mcludmg the
terms defined in Section 1,01 of the Trust Agreement, shall include the plural, and vice versa.
The use herein of a word of'any gender shall include all ‘genders.

Section 1.3 Articles, Sectlons, Etc. Unless otherwise specified, references to Articles, Sections
and other subdivisions of this Loan Agreement areto the designated Articles, Sections and other
subdivisions of this Loan Agreement as orlgmally executed. The words “hereof,” “herein,”
“hereunder” and words of similar import refer to this Loan Agreement asa whole. The headmgs
or titles of the several articles and sections, and the table of contents appended to copies hereof,
shall ‘be solely for convenience of reference and shall not affect the meaning, construction or
effect of the provisions hereof,

ARTICLE II - REPRESENTATIONS

Section 2.1 ‘Representations of the Municipality. The Municipality makes the following
representations as the basis for its undertakings herein contained:

(@  The Municipality is a municipal corporation in the State of Idaho. Under the:
provisions the Act, the Municipality has the power to enter into the transactions
conterplated by this Loan Agreement and to carry out its ebligations hereunder. By
proper action, the Municipality has authorized the Municipsl Bond evidencing its
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obligations under this Loan Agreement in accordance with Title 50, Chapter 10 of the
Idaho Code, as amended. By proper action, the Municipality has been duly authorized to
execute, deliver and duly perform this Loan Agreement.

(b) The Municipality is not in default under any of the provisions of the laws of the
State of Idaho which default would affect its existence or its powers referred to in
subsection (a)-of this Section 2.1.

- (©)  The Municipality has found and determined and hereby finds and determines that
all requirements of the Act with respect to the execution of this Loan Agreement have
been complied with and that financing the Project by entering into this Loan Agreement
will ‘be in furtherance of thé purposes. of the Act
(d) The Project consists and will consist of the refinancing of the facilities descnbed
in Exhlblt A hereto and the redemptlon of the Pnor Bonds The Mummpahty shall make
the exemptlon from gross income of the mterest on the Bonds or the Mumc1pa1 Bond for
federal income tax purposes. In particular, the Municipality shall comply with :ll
requirements of its Federal Tax Exemption Certificate, dated the Issue Date (the “Tax
Certificate™), which is hereby incorporated by reference herein.

Section 2.2 Representations of the Authority. The Authority makes the following
representations as the basis for-its undertakings herein contained:

(@  The Authority is an independent public ‘body corporate and politic duly formed

 under the laws of the State of Idaho and has the power 1o enter into and has duly
authorized the execution and delivery of the Trust Agreement, this Loan Agreement and
all other documents contemplated hereby to be executed by the Authority.

(b)  The execution and delivery of the Bonds, this Loan Agreement, and the Trust

Agreement and the consummation of the transactions contemplated hereby and thereby

do not conflict with or constitute a breach -of or default under the Act or, to the best

knowledge of the Authority, under the terms and conditions of any agreement or
- commitmeént to which the Authority is a party or by which the Issuer is bound.

(c) The Authority will issue, execute and deliver the Bonds upon the terms and
conditions set forth in the Trust Agreement and will use a portion of proceeds of the
issuance of the Bonds for the Loan to finance the Project in accordance with this Loan
Agreement,

ARTICLE III - LOAN TO MUNICIPALITY; REPAYMENT PROVISIONS

Section 3.1 Loan to Municipality; The Authority covenants and agrees, upon the terms and
conditions in this Loan Agreement, to make a Loan of the amount speciﬁcd in Schedule 1
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attached hereto to the Mummpahty for the purpese of refundmg the "Prior Bonds", which
financed the Project. The Loan is based on the purchase price unicipal Bond at the par
amount thereof" plus a premium or less a discount as descnb,u ,.m S¢ herete, Said Loan
shall be disbursed and as described in Schedule 1 hereto and the Municipality will contribute
funds to the Project to the extent descnbed by Schedule 1. Pursuant to 'said covenant and
agreement, quthority will issue the Boiids upon. the same terms and conditions contained in

this Loan Agr ément and the Trust Apreemerit-and will caiise the Bond: proceeds to be applied as

prov1ded-m Article III thereof, The Municipality shall issue and sell its Municipal Bond to the
Authority as evidence of its Loan ol hereunder and the paymenits due on the Municipal
Bond shall equal the Repaymerit Installments hereunder,

Section 3.2 Repayment and Payment of Other Amounts Pa‘ya‘ble.

(@)  The Municipality covenants and agrees to pay to the Trustee the Repayment
Installments together with the Annual Expense Charges and all other amounts then due
hereunder on the Loan to the Muriicipality pursuant to Section 3.1 hereof, at least fifteen
(15) days prior to'the Repayment Installment Dates as set forth in EX'h’ibit B hereto. The
Trustee.shall transmit the Annual Expense Charges to the Autherity.

Any amount held by the Trustee in the Revenue Fund on the Municipality’s
behalf on any Repayment Installment Date hereunder shall be credited against the
Repayment Installment due -on such date to the extent available for such purpose; and
provided further that, subject to the. provisions of this paragraph, if at any time the
amounts held by the Trustee in the Revenue Fund on the Municipality’s behalf are
sufficierit to pay &ll of the Repayment Installments, the Municipality shall be relieved of
any obligation to thake any further paymerits under the provisionts of this Section.
Notwithstanding the foregoing, if on any date the amount held by the Trustee in the
Revenue Fund on the Municipality’s behalf is insufficient to make any required
Repayment Instaliment on any Repayment Installment Date, the Municipality shall
forthwith pay such deficiency as a Repayment Installment hereunder.

(b)  Upon written request of the Trustee, the Municipality shall pay any Repayment
Installment directly to the Trustee.

Section 3.3 Unconditional Obligation. The obhgatlons of the Municipality to make the

payments required by Section 3.2 hereof and to perform and observe the other agreements on its
part contained herein shall be absolute and unconditional, irrespective of any defense or any
rights of set-off, recoupment or counterclaim it might otherwise have against the Authority, and
during the term of this Loan Agreement, the Mumclpahty shall pay absolutely net the payments
to be made on account of the loan as prescribed in Section 3.2 and all other payments required
hereunder, free of any deductions and without abatement, diminution or set-off; provided, that
the Municipality’s obligation to make payments under this Loan Agreement shall be limited to
the extent of System Net Revenues and other legally available funds of the Municipality to be
appropriated as needed to make the payments required under this Agreement and the Municipal
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Bond, and is not a general obligation of the Municipality provided that the State Intercept under

Section 3.6 hereof shall apply. Unfil such time as the Repayment Installments shall have been

* paid in full (or provision for the payment thereof shall have been made pursuant to Article VIII

of this Loan Agreement) the Municipality (i) will not suspend or discontinue any payments
provided for in Section'3.2 hereof; (ii) will perform and observe all of its other covenants
contained in this Loan Agreement; and (iii) will not terminate this Loan Agreement for any
cause, including, without limitafion, the occlirrence of any act or circumstances that may
constitute failure of consideration, destruction of or damage to the Project, commercial
frustration of purpose, any change in the tax or other laws of the United States of America or .of

the State of Idahe or any political subdivision of either of these, or any failure of the Authority or

the Trustee to perform and observe any covenant, whether express or implied, or any duty,
liability or obligation arising out of or connected with this Loan Agreement or the Trust

Agreement, except to the extent permitted by this Loan Agreement,

Section 3.4 Assignment of Authority’s nghts As security for the payment of the Bonds, the
Authority will assign to the Trustee the Authority’s rights, but not its obligations, under this
Loan Agreement, including the right to receive payments hereunder (except (i) the rights of the
Authority to receive notices under this Loan Agreement, (ii) the right of the Authority to receive
certain payments, if any, with respect to fees, expenses and indemnification and certain other

purposes under Sections of this Loan Agreement, and (iii) the right of the Authority to give

approvals or consents pursuant to this Loan Agreement) and the Authiority hereby directs the
Municipality to make the payments required hereunder (except such payments for fees, expenses

and indemnification) directly to the Trustee. The Mumicipality hereby assents to such

aSSJgnment and agrees to pay the Repayment Installments directly to the Trustee (subject to the
provisions of Section 3.2(b)) without defense or set-off by reason of any dispute between the
Municipality and the Authority or'the Trustee.

Section 3.5 Amounts Remaining -in Funds. Tt is agreed by the parties hereto that after
payment in full of (i) the Repayment Installments, or after provision for such payment shall have
been made as provided in Asticle X111, (ii) the fees and expenses of the Authority in accordance
with this Loan Agreement, (iii) the fees, charges and expenses of the Trustee, the Registrar and
Paying Agent in accordance with the Trust Agreement and this Loan Agreement and (iv) all
other amounts requlred to be paid under this Loan Agreement and the Trust Agreement, any
amounts remaining in any fund held by the Trustee under the Trust Agreement shall belong,
subject to the requirements of Section 7.03 of the Trust Agreement, to the Authority and be paid
to the Authority by the Trustee, provided that any earnings on payments by the Municipality to
the Trustee under Section 3.2(a) prior to the Repayment Installment Dates shall be deducted
from said remaining amounts and credited to the Municipality.

Section 3.6 Timeliness Of Payments; Consent to State Intercept; Repayment.

(@ The Municipality understands that the State intercept and repayment procedures
contained in and required by Section 67-8727, Idaho Code, as amended, and as set forth
herein operate as a matter of law with respect to the Loan covered by this Loan
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Agreement without the need for-consent thereto by the Municipality. The Municipality
- also understands that said. intercept procedures wﬂl provide funds to pay the Authotity
Bonds {not the Loan obligations).

(b)

if ’the Mumcrpa.hty is unable to 1zransfer all of 1ts Repayment Instal]ment to the

sent by ﬁrst—olass Umted
tee for the Bonds of the

Scheduled { bt_ service payment date of the Bonds, the Trustee shall transfer any avallable
funds pledged to secure payment of the Bonds in sufficient atiiounts. to make up any
shortfill in the amount necessary to pay debt service on the Bonds on the scheduled
payment date and deposit such amount in the debt service payment fund for those Bonds.

(c)  If,asaresultof the failure of the Mumcrpalxty to make Repayment Installments in
a timely manner, the Trustee shall transfer funds pursuant to parag raph (b) of this section
to pay debt setvice on the Bonds or if there are not sufficient funds available pursuant to
paragraph (b) of this section to make up for any shortfall in the amount necessary to pay

debt serv1ce on the Bonds at least ten (10) days before the scheduled debt service

by (1) telephone (11) awrrtmg sent by facsumle transmlssmn and (111) a wntmg sent by
first-class United States mail, .

(d)  To the extent provided and reqmred by Section 67-8727, Idaho Cede, as
amended, and upon the notice provided in subsection (©) of this section, the State
Treasurer shall (i) immediately intercept to the extent permitted by law aity payments
available from: (A) the receipts of .any payment of property taxes; or (B) sales tax
‘moneys that would be distributed pursuant to section 63-3638, Idsho Code; or (C) liquor
tax moneys that woeuld be distributed pursuant to Section 23-404, Idaho Code, as
amended; or (D) any other source of opérating moneys provided by the State to the
Municipality that would otherwise be paid to the Municipality by the State.

() If the State has made all or part of a Repayment Installment on behalf of the
Municipality from meneys representing sales tax receipts transferred from the State
general fund pursuant to Section 67-8716, Idahe Code, the Mumcrpahty shall: (a)
réimbutse all moneys drawn by the State Treasurer on iis behalf (b) pay interest to the
State on all moneys paid by the State from the date: the moneys ate drawn to the.date they
are tepaid at a rate not less than the average primie rate for national money center banks
plus five percent (5%); and (c) pay all penalties required by the Act.

()  The State Treasurer shall establish the reimbursement interest rate after
considering the circumstances of any prior draws by the Municipality on the State,
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market interest and penalty rates, and the cost of funds, if any, that were required to be
borrowed by the State to make Repayment Installments.

()  The State Treasurer may, after considering the circumstances giving rise to the
failure of the Muricipality to make its Repayment Installments in a timely manner,
impose on the Municipality a penalty of not more than five percent (5%) of the amount
paid by the State for each instance in ‘which a payme'nt by the State is made.

@ Q@ If the State Treasurer determines that amounts obtained under this section
will not reimburse the State in full within one (1) year from the State’s payment
of the Municipality’s scheduled Repayment Installments, the State Treasurer
shall, subject to clause (ii) hereof, pursue any legal action, including mandamus,
against the Municipality to compel it to take any actlon required by the Act,
including:

€9 To the extent permitted by law provide System Net Revenues or
other legally available funds to pay Repayment Instal]ments when due;
and

(2)  Meet its repayment obligations to the State.

(i)  In pursuing its rights under paragraph (i) of fhis subsection (h), the State
shall have the same substantive and procedural rights as would a holder of this
Loan Agreement.

(iii)  The attorney general shall assist the State Treasurer in these duties.

@iv) The Municipality shall pay the attorney s fees eXpenses and costs of the
State Treasurer and the State attorney general.

ARTICLE IV - SECURITY

Section 4.1 Pledge of System Net Revenues. All System Net Revenues and other legally available
funds of the Municipality to be appropriated as needed to make the payments required under this
Loan Agreement and the Municipal Bond, are hereby irrevocably pledged to the payment of the.
Repayment Installments as provided herein and the System Net Revenues and such other funds shall
not be used for any other purpose while any of the Repayment Installments remain unpaid; provided
that (i) any Parity Obligations shall be paid- on patity with the Repayment Installmenits, (if) out of the
System Net Revenues and such other funds there may be.apportioned such sums for such purposes as
are expressly permitted herein. This pledge, together with the pledge created by all other Parity
Debt, shall constitute a first lien on System Net Revenues and, subject to apphcatlon of amounts on
deposit therein as permitted herein, the Income Fund and-other funds and accounts created hereunder
for the payment.of the Repayment Installments and all other Parity Debt in accordance with the terms
. hereof and of the Trust Agreement.
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the Tnicome Fund shall be invested in inves

Section 4.2 Allocation of :Syst_em Revenues. In order to carry out and effectuate the pledge and
lien contained herein, the - uiciy ahty agrees and covenants that all System Revenues shall be
received, by the M st h _der and shall be deposrced Whefh. and as rece1ved in the

shal | Be _‘eemed to be: the “Ingome Fund’ B :
fund. The Municipality may maintdin separate accounts. wlﬂun e Income Fund The amounts in

ts permitted b t& law, Moneys in the Income
Fund shall be used and applied by the Mumc1pahty as prowded in this Loan Agreement.

The Municipality shall, from the moneys in the Income Fund, pay all Operation and
Maintenance Costs (including amounts reasonably required to be set aside in contingency reserves
for Operation and Maintenance Costs, the payment of'which is not then immediatel Ly requu'ed) as
such Operation and Maintenance Costs becomme due arid payable. Thereafier, all remaining moneys
in‘the Income Fund shall be set aside by the Muni¢ipality at the following times for the transfer to the
following respective special funds in the following order of priority; and all inotieys in each of such
funds shall be held'in trust and shall be applied, used and withdrawn only forthe purposes set forth in
this Section.

(@ Repayment Installments. Not later thah fifteen (15) days prior to each Repayment
Installment Date, the Municipality shall, from the moneys in the Income Fund, transfer to the
Trustee the Repayment Installment due and payable on that Repayment Installment Date.
The Municipality shall also, from the monéys in the Income Fund; transfer to the applicable
trustes, if any, for deposit in the respective payment fund, without preference or priority, and
in ‘the event of any insufficiency of such moneys ratably without any discrimination or
preference, any other Parity Obligation Payments in accordance with the provisions of any
Parity Obligation.

(b) Surplus, Moneys on deposit in the Income Fund not necessary to make any of the
payments required above, may be expended by the Municipality at any time for any purpose
permitted by law, including but not limited to payments with respect to Subordinate
Obligations.

Section 4&3 Additional Parity Debt, The Municipality may at any time enter into any Parity
Debt; provided:

(a) The Municipality shall be in compliance with all agreements, conditions,
covenarits and terms contained herein, and a Certificate of the Municipality to that effect shall
have been filed with the Trustee;

(b)  The Parity Debt shall have been duly authorized pursnant to all applicable laws;
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©) The ‘most recent available audit of the Municipality shows that the System Net
Revenues for the Fiscal Year immediately preceding the date of the resolution
authorizing the Parity Debt shall have been sufficient to pay an amount Tepresenting
125% of Maximum Annual Debt Serv1ce

(d)  As an alternative to the audit report requirement in 4.3(c), the Municipality may
utilize a report of the Consulting Engineer that shows that the System Net Revenues for
the remainder of the projected life of the Panty Debt will be at least equal to 125% of the
Maximum Annual Debt Service. In determining whether Parity Debt may be issued, the
Consulting Engineer shall consider any probable increase (but not decrease) in Opera’aon
and Maintenance Costs, and there may be added to such System Net Revenues an
allowance for net revenues from any improvements to the System to be made with the
proceeds of such Parity Debt and also for net revenues from any improvements to the
System which have been made from money from ahy source but which, during all or any
part of such Fiscal Year, were not in service, all in an amount equal to 75% of the
estimated additional average annual net revenues- to be derived from each such
improvement for the first 36 month period in which each such improvement is in
operation.

Nothing contained in this Section shall limit the issuance of any additional obligations of
the Municipality payable from the System Net Revenues and secured by a lien and c¢harge on the
System Net Revenues if, after the issuance and delivery of such additional obligations, none of -
the Repayment Installments shall be unpaid. Furthermore, nothing contained in this Section shall
limit the issuance of any Parity Debt for the purpose of refunding Qutstanding Parity Debt or for
any Subordinate Obligations.

Section 4.4 Reserve Fund Deposit

There shall be established a Resérve Fund held by the Mumc1pa11ty funded from funds of the
Municipality in an amount-equal to the Reserve Requirement to be maintained as a debt service
reserve fund for the Loan as evidenced by the Municipal Bond. Such Reserve Fund shall secure
only the Municipal Bond and shall be drawn upon if needed to-‘make the Repayment Installments
hereunder. The Municipality shall nofify the Trustee of- any drawmg on the Reserve Fund within

~ ten (10) days of the date of such drawing. Provided further, in the event that a drawing on the

said Reserve Fund in order to make the Repayment Installments by the Municipality on the Loan
fesults in a balance in such fund lower than the Reserve Requirement, the Municipality shall
replenish said account to the Reserve Requirement from System Net Revenues as soon as
poss1ble ‘but not later than one (1) year from the date: of the said drawing.

Section 4.5 Rate Stabilization Account. The Mun1c_1pa1_1ty shall establish and maintain a Rate
Stabilization Account. Monies in ‘the Rate Stabilization Account may be transferred as
determined from time to time by the Municipality, The Municipality may transfer funds into the
Rate Stabilization Account from the Income Fund (Sewer Revenue Fund) or any other legally
available source. ‘The Municipality may transfer funds into the Rate ‘Stabilization Account or
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withdraw funds from the Rate Stabilization Account at any time without limitation subject to the
following provisions.

(@  Money in the Rate Stabilization Account may be withdrawn at any time and used
for an ' plirpose for Whlch ‘System Reyenues may be> used. Amounts withdrawn from the
Ratg Stabilization Account shall increase System Revenues for the period for which they
are. w1thdrawn, and amounts de 031ted m the Rate Stabilization Account shall reduce
3 ich t Credits from the Rate
» ' : governmental accounting
and procedures Crechts to or frorn the. ate Stab1hzat10n Account may relate to
ior Fiscal Year consisterit ‘with governmental accounting practices and procedures
prov1ded that such credits oceur within the first quérter following the prior Fiscal Year.
Earnings on the Rate Stabilization Account shall be credited to the Income Fund (the
Sewer Revenie Fund) and shall be included in the definition of System Revenues for
purposes of calculating debt service coverage.

(b)  Unless otherwise excluded, funds withdrawn from the Rate Stabilization Account

shall be included as System Net Revenues for all rate requirement purpeses under Section
5.11 hereof.

Section 4.6. Transfers from Rate Stabilization Account. The Mumc1pahty may transfer
funds from the Rafe Stabilization Account to satisfy the rate requirements in Section 5.11
heteof, If the Municipality tr ansfers funds from the Rate Stabilization Account duting the
current Fiscal Year or within the first quarter of the following Fiscal Year and designates that

. such transfer shall relate to the lmmedlately préceding Fiscal Year it covenants for the benefit of

the Authority and its bondholders that going forward it will, as needed, charge rates and fees in
connection with operation of the System Which, when combined with othet System Revenues,
are adequate to generate System Net Revenues (exclusive of transfers from the Rate Stabilization
Account) in the following Fiscal Year at least equal to 1.25 times the Annual Bond Debt Service
due in that Fiscal Year. The Municipality will demonstrate its compliance with the provisions of
this Section 4.6 by providing a report to the Authotity and the Ttustee, if any, at the time of
delivery of the Municipality’s year-end audit that the Municipality is niot out of compliance with
Section 5.11. This report will demonstrate the Municipality’s compliance with this covenant, or
the methods by which the Municipality intends to achieve compliance with this covenant,

ARTICLE V -SPECIAL COVENANTS AND AGREEMENTS

Section 5.1 Punctual Payment. The Municipality will punctually pay all Repayment
Installments in strict conforinity with the terms hereof and will fmthﬁﬂly satisfy, observe and
perform all agreements, conditions, covenants and terms heteof.

Section 5.2 Legal Existence. The Municipality will use.all means legally available to maintain-
its existence.

LOAN AGREEMENT - 13

CADocuments and Settings\mary,cone.;HAILEY\Local Semngs\Temporary Intemnet Files\Content.OutloolAPMP90OQ5N\Loan Agmt. Hailey-Sewer
11 1412 (2).doc



L .

U WSS

R P

(.

Section 5.3 Against Encumbrances. The Municipality will not mortgage or otherwise
encumber, pledge or place any charge upon any of the System Net Revenues except as provided
herein, and will not issue any obligations secured by System Net Revenues senior to the Parity
Debt; provided, that the Municipality may at any time issue any Subordinate Obligations.

Section 5.4 Against Sale or Other Disposition of the System. The Municipality will not sell
or otherwise dispose of the System or any part thereof esseritial to the proper operation of the
System or to-the maintenance of the System Net Revenues, unless the Repayment Installments
have been fully paid or provision has been made therefor in accordance with Article VIII heréof.
The Municipality will not enter into any lease or agreement which impairs the operation of the -
System or any part thereof necessary to secure adequate System Net Revenues for the payment
of the Repayment Installments, or which would otherwise impair the rights of the Owners with
Tespect to the System Net Revenues or'the operation of the System.

Section 5.5 Maintenance and Operation of System. The Municipality agrees that as long as it
owns the System it will (i) maintain, or-cause to be maintained, the System in as reasonably safe
condition as its operations shall permlt and (if) maintain, or cause to be maintained, the System
in good repair and in good operatlng condition, ordinary ‘wear and tear excepted, makmg from
time to time all necessary repairs thereto and renewals and replacements thereof.

Section 5.6 Right of Access to the System. The Municipality agrees ‘that during the term of
this Loan Agreement, the Authority, the Trustee and the duly authorized agents. of either of them .
shall have the right at all reasonable times during normal business hours to enter upon the site of
the System to examine and inspect such System; provided, however, that this right is:subject-to
federal and State of Idaho laws and regulations apphcable to such site. The rights of access
hereby reserved to the Authority and ‘the Trustee may be exercised only after such agent shall
have executed telease of liability (which release shall not limit any of the Mumc1pa11ty S
obligations hereunder) and secrecy agreements if requested by the Municipality in the form then
currently used by the Municipality, and if the Trustee is the signatory, as agreed to by the
Trustee, and nothing contained in this Section or in any other provision of this Loan Agreement
shall be construed to entitle the Authority or the Trustee to any information or inspection

‘ involving the confidential knowledge of the Municipality.

~ Section5.7 Tax Exempt Status of Bonds.

(@) It is the intention of the parties hereto that interest on the Bonds, shall be and
remain excluded from gross income for federal income tax purposes. To that end, the
covenants and agreements of the Authority and the Municipality in this Section and inthe
Tax Certificate are for the benefit of the. Trustee and each and every person who at any
time will be a holder of the Bonds and the Municipal Bond. Without limiting the
generality of the foregoing, the Municipality and the Authority agree that there shall be
- paid from ‘time to time the “Municipality’s Share” of all amounts required to be rebated
to the United States pursuant to the rebate requirement with respect to the Bonds (the
“Rebate Requirement”) under Section 148 of the Code and the Tax Certificate. The
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“Municipality’s Share” means the ‘amount of the Rebdte Requlrement relatmg to the

payment except frorn funds prowded by the Mun1c1“ _‘hty for Su_ch pur,pose
(b)  The Authority covenants and agrees that it has not taken and will not take any
action which results in interest to be paid en the Bonds bemg included in gross income of
the holders of the Bonds for federal income tax putposes, and the Municipality covenants
and agrees that it has not taken or permitted to be taken and will not take or perimit to be
taken any action which will cause the interest on the Bonds to become:includable in gross
mcome for federal income tax purposes The Mum pahty acknowledges havmg read

such Sec‘uon by ﬂns Sectmn and by the Tax Certlﬁ"“‘ Insofar as Sec’uon 7 03 of the
Trust Agreement and the Tax Certificate impose duties and gsponsibilities en the
Authority or the Municipality, they are specifically incorporated herein by reference.

(c) Notwithstanding any provision of this Section 5.7 or Section 7,03 of the Trust
Agreement, if the Mumc1pa11ty shall provide to the Authority and the Trustee an Opinion
of Bond Counsel to the effect that any specuﬁed action required under this Section 5.7
and Section 7.03 of the Trust Agreement is no longer required or that some further or
different.action is required to maintain the exclusion from federal income tax of interest
on the Bonds or Municipal Bond, the Muniéipality, the Trustee and the Authorrry may
conclusively rely on such opiniox in complying with the requirements of this Section, and
the covenants set forth in this Section 5.7 shall be deemed to be modified to that extent.

(d)  The Municipality agrees to comply with the Authority’s Post Issuance Tax
Compliance Procedures, the current form of which is attached hereto as Exhibit F.

Section 5.8 Notices to Trustee and Authority. The Municipality hereby agrees to provide the
Trustee and the Authonty with notice of any event of which it has knowledge which, with the
passage of time or the giving of notice, would. be an Event of Default, such notice to include a
description of the nature of such event and what steps ate being taken to remedy such Event of
Default.

Section 5.9 Continuing Disclosure. The Municipality hereby covenants and agrees to comply
with the continuing disclosure requirements for the Bonds as promulgated under Rule 15¢2-12,
as it may from time to time hereafter be amended or supplemented including these requirements
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set forth below. Notwithstanding any other provision of ‘this Agreement, failure of the
Municipality to comply with the requirements of Rule 15¢2-12 applicable to the Bonds, as it may
from time to time hereafter be amended or supplémented, shall not be considered an Event of
Default hereunder or under the Trust Agreement; however, any Bondholder or beneficial owner
of any Bonds may take such actions as may be necessary and ‘appropriate, including seeking
mandate of specific performance by court order, to cause the Mummpahty to comply with its
obligations pursuant to this Section 5. 9.

(@  Definitions. In-addition to the definitions set forth in the Trust. Agreement, which
apply to any capitalized term used in this Section unless otherwise defined in this
Section, the following capitalized terms shall have the following meamngs

“Annual Report” shall mean any Annual Report provided by the Municipality
pursuant to, and as descrlbed in, Sections 5. 9(b) and 5. 9(c)

“Beneficidl Owner” shall mean any person who has the power, directly or
indirectly, to vote or consent ‘with respect to, or d1$pose of ownership of, any of
the Bonds (including persons holding Bonds through nominees, depositories or
other: 1ntermed1anes)_

“Disclosure Representative” shall mean the Treasurer of the Municipality or his
or her designee, or such other officer or employee as the Municipality shall
designate in writing to the Trustee from time to time.

“Dissemination Agent” shall mean the Trustee, acting in its capacity as
" Disseniination Agent hereunder, or any successor Dissemination Agent
designated in writing by the. Mumc1pal1ty and which has filed with the Trustee a
written.acceptance of such demgnatmn

“EMMA? shall mean the Electronic Municipal Market Access System of the
Municipal Securities Rulemaking Board as provided for by the SEC, found at
www.emma.msrb.org,

“Listed Evehts” shall mean any of the events listed in Section 5.9(d) hereof.
“Owner” means an owner of the Bonds and includes Beneficial Owners.

“Part101patmg'Underwr1ter shall mean any of the original underwriters of the
Bonds required to comply with the Rule in connection with offering-of the Bonds.

“Repository” shall mean the Municipal Securities Rule Making Board (“MSRB”) :
or any other entity designated or authorized by the SEC to receive reports
pursuant to the Rule. Until otherwise designated by the MSRB or the SEC, filings
with the MSRB are to be made through EMMA.
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“Rule” shall 1ean Rule 1502—12(b)(5) adopted by the Secuntles and Exchange
y . *th

“SEC” means the S:ecn‘r?_iﬁjes and Exchange Commission.
(b)  Provision of Annual Reports.

@ The Mummpahty shall, with the assistance of the Dissemination Agent,
not later than six months after the end of the MumCIpalny s fiscal year (presently
September 30), commencing with the report for the 2012 Fiscal Year, prov1de to

- the Repository and the: Authonty an Annual Report which is consistent with the
requirements of Section 5.9(¢) heréof. The filing shall be transmitted by the
Dissemination Agent to the Repository and each Annual Report must be
submltted in electronic format, accompanied by such. identifying information as is
prescrlbed by the Repository; and may include by reference other information as
provided in Section 5:9(c) hereof, provided that the audited financial statements
of the Municipality may be subritted separately from the balance of the Annual
Report and later than the date required above for the filing of the Annual Report if
they are not available by that date. If the Mumo1pah§y s fiscal year changes, it
shall give notice of such change in the same manner as for a Listed Event under
Section 5.9(d)(vii).

(i)  Not later than fifteen (15) Business Days priot to the date specified in
subsection (b)) for providing the Annual Report to the Repository, the

. Municipality shall prov1de the Annual Repott, to the Dissemination Agent, to the
Trustee (if the trustee is not the Dissemination Agent) and to the Authority. If by
fifteen (15) Business Days prior to the date spemﬁed in subsection (b)(i), the
Dissemination Agent has not received a copy of the Annwal Report, the
Dissemination Agent shall contact the Municipality to determine if the
Municipality is unable to provide or cause to be provided the Annual Report to
the Dissemination Agent in compliance with the first sentence of this subsection
@ii). Failure o provide the Annual Repott to the Dissernination Agent by said
date may subject the Municipality to late fees in the amount as listed on Exhibit E
and Ppayment of any expenses of the Trustee or the Authority in enforcing this
provision. Ifthe Muticipality has prior loans ‘with the Authority, then those loans
shall be subject to the same provisions.

(i) Ifthe Dissemination Agent is unable to verify that an Annual Report has
been provided to the Repository by the date required in subsection (1) the
Dissemination Agent shall send a notice to the Repository in substantially the
form as Exhibit D2 attached.
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(iv)  The Dissemination Agent (currently the Trustee) shall:

(1)  determine e€ach year prior to the date for providing the Annual
Report the name and address of the Repository; and

(2) - file a report with the ‘Municipality, the Authority and the Trustee
(if the Dissemination Agent is not the Trustee) certifying that the Annual
Report has been provided pursuant to this Disclosure Agreement, stating
the date it was provided to the Repository.

Content of Annual Reports. The Municipality’s Annual Report shall contain or

() The audited ﬁnanmal statements for the Municipality for the most recently
ended fiscal year, currently prepared, to the extent feasible, in substantial
conformance with. generally accepted accounting principles applicable from time
to time to governmentdl entities, with any permltted exception and an adopted
budget for the then current fiscal year.

(ii) = An Annual Report in the form attached hereto as Exh1b1t D1 as to
outstandmg debt, 11t1gat10n compliance with regulatory matters and related items.

Reéporting of Significant Events.

@ Pursuant to the prov151ons of this Section 3, the Municipality shall give or
cause to be given, nofice of the occurrence of any of the following Events with

respect to the Bonds in a tunely ‘manner not more than ten (10) Business Days
after the event:

- (1) Principal and interest payment delinquencies.

(2)  Unscheduled draws on debt service reserves reflecting financial
dlfficultles

3) Unschedule\d' draws on credit enhancements reflecting financial
difficulties;

&) Substitution of credit or liquidity providers, or their failure to
perform;

&) Adverse tax opinions or the issuance by the Internal Revenue
Service of proposed or final determinations of taxability, Notices of
Proposed Issue (IRS Form 5701-TEB) or other material notices or
determinations with respect to the tax status of the Bonds;
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(6)  Defeasances;

(7)  Tender offers;

(8)  Bankrmuptoy, insolvency, receivership or similar proceedings;
() Rating changes;

(i)  Pursuant to the provisions of this Section 5, the Borrower shall give or
cause to be given; notice of the occurrence of any of the following Events with
respect-to the Bonds in a timely manner not more than ten (10) Business Days
after the event, if material:

(1)  Mergers, consolidations, acquisitions, the sale of all or
substantially all of the assets of the obligated persons or their termination.

€3] Appomtment of a successor or additional trustee or the change of
the name of trustee;

(3)  Non-paymentrelated defaults;
(4)  Modifications to the rights of the owners of the Bonds;
(5)  Bondcalls;

) Re‘le‘ase, substitution or sale of property securing repayment of the
Bonds.

@Gi)  The Dissemination Agent shall, within one (1) Business Day of obtaining
actual knowledge of the occurrence of any of the Listed Events, contact the
Disclosure Representative, inform such person of the event, and request that the
Municipality promptly notify the Dissemination Agent in writing whether or not -
to Teport the event pursuant to subsection (vii). The Dissemination Agent shall
have no duty or obligation to determine whether such Listed Events reflect
financial difficulty or to determine the materiality of such Listed Events when
informing the Disclosure Representative of such Listed Event,

(iv) Whenever the Municipality obtains knowledge of the occurrence of a
Listed Event under (ii) whether because of a notice from the Dissemination Agent
pursuant to subsection (111) or otherwise, the Municipality shall as soon as
possible determine if suah event would be material under applicable federal
securities laws,”
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(v)  If the Municipality has determined that knowledge of the occurrence of a
Listed Event under (ii) would be material under applicable federal securities laws, -
the Municipality shall promptly notify the Dissemination Agent in writing. Such
notice shall instruct the Dissemination Agent to report the oceurrence pursuant to
subsection. (vn)

(vi) If in response to a request under subsection (iii), the Municipality
determines that the Listed Event worild .not ‘be material under applicable federal
securities laws, the Municipality shall so notify the Dissemination Agent in
writing and instruct the Dissemination Agent not to report the occurrence
pursuant to subsection (vii). -

(vii) If the Dlssemmatlon Agent has been 1nstructed by the Mummpahty to

.notlce of such occurrence Wlth the Rep051tory

{e) Termination .of Reporting Obhgauon The Mumclpahty s obligations under this
Disclosure Agreement shall terminate upon the legal defeasance ot dlscharge of this Loan
Agreement in ‘accordance with Section 8.1. If such termination oceurs prior to the final
matunty of the Municipal Bonds, the Municipality shall give nofice of such termination
in the same manner as for a Listed Event under Sectlon 5.9(d)(vii).

® Dissemination Agent. The Mummpahty may, from time to time, appoint ‘or
engage a Dissemination Agent to assist it in carrying out its obligations under this
Disclosure Agreement and shall pay the fees and costs thereof, and may discharge any
such Agent, with or without appointing a successor Dissemination Agent. The
Dissemination Agent shall not be responsible in any manner for the content of any notice
or report prepared by the Municipality pursuant to ‘this Disclosure Agreement. The initial
Dissemination Agent shall be the Trustee. It is understood and agreed that any
information that the Dissemination Agent - may be instructed to file with the Municipal
Securities Rulemaking Board and the Repository shall be prepared and provided to it by
the Municipality. The fact that the Dissemination Agent or any affiliate thereof may have
any fiduciary or banking relationship with the Municipality shall not be construed to
mean that the Dissemination Agent has actual knowledge of any event or condition -
except as may be provided by written notice from the Municipality as the Authority.

(g) Amendment; Waiver. Notwithstanding any other provision of this Section 5.9,
the Municipality and the Authority (orupon assignment of this Loan Agreement by the
Authority, the Trustee) may amend this Section 5.9 (and the Trustee shall agree to any
-amendment so reasonably requested by the Muriicipality, to ‘the extent that such
arnendment does not adversely affect the Trustee's or the Dissemination Agent’s rights,

protections or duties), and any provision of this Section 5.9 may be waived, provided that
the following conditions are satisfied:
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respect 1o the Bondsw or fhe type-of busmess coﬁducted
(i)

‘quulrements of the Rule at the fime - of‘the‘ ';)ngmal 1ssuance of the Bonds, after
taking into account any ameéndments or interpretations ‘of the Rule, as well as any
change in- citcumstances; and

The undertaking as amended or taking into zaocount such waiver, would

(i)  The amendment or waiver either (1) is approved by the Owners of the
Bonds in the same manner as provided in the Trust Agreement for amendments to
the Trust Agreement with the consent of Owners, or (2) does not, in the opinion
of nationally recognized bond counsel, materially 1rnpau' the interests of the
Ovwmers and. Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Section 5.9, the
Mumcxpahty shall deseribe such amendmient in the next Anrual Report, and shall include, as
applicable, a narrative explanation of the reason for the amendment or waiver and its impact on
the type (or, in the case of a change of accounting pnnclples, on the presentauon) of financial

information or operating data being presented by the Mumc1pa11ty In addition, if the amendment

relates to the accoun“ung prmo1p1es to be followed in prepating financial statements, (1) notice of
such change shall be given in the same manner as for a Listed Event utider Section 5. 9(d)(v1),
and (2) the Annual Report for the year in ‘which the change is made stiould. present a comparison
(in narrative form and also, if feasible, in quantitative form) between the financial statements as
prepared on the basis of the new accounting principles and those prepared on the basis: of the

former accounting principles.

(h)  Additional Information. Nothing in this Section 5.9 shall be deemed to prevent
the Municipality from disseminating any other informatien, using the means of
dissemination set forth in -this Section 5.9 or any other means of communication, or
mcludmg any other information in any Annual Report or notice of occurrence of a Listed
Event, in addition to that which is required by this Section 5.9. If the Municipality
chooses to include any information in any Annual Report or notice of occurrence of a
Listed Event in addition to that which is specifically required by this Section 5.9, the
Mumc1pa11ty shall have no obligation under this Section 5.9 to update such information
ot include it in any future Annual Report ormotice of oceutrénce of a Listed Event.

@ Duties, Immumtles and Liabilities of Trustee and Dlssemmahon Agent.  The
Dissemination Agent (if other than the Trustee or the Trustee in its capac1ty as
Dissemination Agént) shall have only such duties as are spec1ﬁca11y set forth in this
Section 5:9, and the Municipality agrees to indemnify and save the Dissemination Agent,
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its officers, directors, employees and agents harmless ‘against any loss, expense and
liabilities which it may incur arising out of or in the exercise or performance of its powers
and duties hereunder, including the costs and expenses (including attorneys fees and
expenses) of defending against any claim of liability, but excluding liabilities due to the -
Dissemination Agent’s negligence or willful misconduct, The obligations of the
Municipality under this Section shall survive resignation or removal of the Dissemination
Agent and payment of this Loan Agreement. The Dissemination Agent shall have the
same rights and protections as afforded to it in its role as trustee under the Trust
Agreement. '

® Notices. Any notices or communications to or among any of the parties to this
Section 5.9 may be given at their addresses as set forth in the Trust Agreement and this
Loan Agreement.

()  Beneficiaries. This Section 5.9 shall inure solely to the benefit of the
Municipality, the Authority, the Trustee, the Dissemination Agent, the Participating
Underwriters, Beneficial Owners and Owners from time to time of the Bonds, and shall
create no nghts in any other: person or entity,

Sectmn 5.10 Eminent Domam Proceeds. If all or any part of the System shall be taken by |
eminent domain proceedmgs the Net Proceeds realized by the Municipality therefrom shall be
deposited by the Municipality with the Trusteein a special fund which the Trustee shall establish

“as needed in trust and applied by the Mumcxpahty to the cost of acquiring and constructing

addmons, betterments, extensions or improvements to the System if (A) the Municipality first
secures and files with the Trustee a Certificate.of the. Municipality showing (i) the loss in annual
System Revenues, if any, suffered, or to be suffered, by the Mumc:lpahty by reason .of such

- eminent domain proceedings, (ii) a general description of the additioris, betterments, extensions

or improvements to the System then proposed to be acquired and constructed by the Municipality
from such proceeds, and (iii) an estimate of the additional System Revenues to be derived from

- such additions, betterments, extensions or improvements; and (B) the Trustee has been furnished

a Certificate of the Mummpahty, certlfymg that such additional System Revenues will
sufficiently offset-on a timely basis the loss of System Revenues resulting from such eminent
domain proceedings so that the ability of the Mumclpahty to pay Repayment Installments when
due will not be substantially impaired, and such Certificate of the Municipality shall be final and
conclusive, and any balance of such Net Proceeds not required by the Mummpahty for such
purpose shall be deposited in the Income Fund and applied as provided in Section 4.2 hereof,
provided, that if the foregoing conditions are not met, then such Net Proceeds shall be depesited
with the: Trustee and applied to make Repayment Installments as they come due and Parity
Obligation Payments as they shall become due; provided further that the foregoing procedures
for the application of Net Proceeds shall be subject to any similar provisions for Parity Debt on a
pro rata basis.

If such eminent domain proceedings have had no effect, or at most an immaterial effect,
upon the System Revenues and the security of the Repayment Installments, and .a Certificate of
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effect has been filed with the Trustee, then the Mummpah’cy shall
roceeds in‘the Income Fund, to be: apphed as'provided it Section 4.2

Section 5.11 Awiounts.of Rates, Fees and Charges.

(@ - The Municipality will, at all times while any of the Repayment Installments
remain: unpa1d fix, prescribe an ctrates, fees:and charges and mz ge the operation
of the System for each Fiscal Year so as fo yield System Revenues st least sufficient,
after making reasonable allowarices for conitingencies and errors-in the estimates, to pay
the following amourits during such Fiscal Year:

(®  Allcurrent Operation and Maintenance Costs.

(i)  The Repayment Installmients and the payments for the other Parity Debt
and the paymerit of the Subordinate Obligatiotis: as they become die and payable.

(iiiy All paymentsrequired for compliance with the terms hereof.

(iv)  All paymentsto meet-any other obligations of the Municipality which are
cha.tges liens or enpumbrances: upon, or ‘payable from, the System Net Revenues.

-(b)  Inaddition to the requirements of the:foregoing subsection (2) of this Section, the
Mummpahty will, at all times while any Repaymient Installments remain unpaid, to the

 maximum extent permitted by law, fix, preseribe and collect tates, fees and charges and
manage the operation of the System for each Fiscal Year, plus. any credits from the Rate
Stabilization Account in accordance with Sections 4.5 and 4.8 hereof, so as to yield
System Net Revenues during such- Fiscal Year equal to at least 125% of the Anmual Debt
Service in such Fiscal Year. Ifthe Municipality is unable to meet this requirement, it will
retain a Consulting Engineer to provide recommendations or adjustments to rates or
modifications to operations to produce the necessary amount of System Net Revenues
specified above in this subsection of this Loan Agreement,

(¢)  If Municipality shall fail to comply with :Section 5.11(a) or (b) above and is
unable to bring itself into compliance within sixty (60) days thereafter, it shall
immediately notify the Authority and the Trusiee.

The Municipality may make or permit to be made adjustments frorn time to time in such
rates, fees and charges and may make or permit to be made such classification thereof as it
deems necessary, but shall not reduce or permit to be reduced such rates, fees and chatges below

‘those then in effect uriless the System Revenues from such reduced rates, fees and charges will at

all times be sufficient to meet the requitements.of this Section.
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Section 5.12 Enforcement of and Performance Under Contracts. The Mumc1pa11ty shall
enforce all material provisions of any contracts to which it is a party, an assignee, successor in
interest to a party or tthd—pa.rty beneficiary, in any case where such contracts provide for
material payments or services to be rendered to the System. Further, the Municipality will
comply with, keep, observe and perform all material agreements, conditions, covenants and
terms, express or implied, required to be performed by it, contained in all contracts affecting or
involving the System to the extent that the Municipality is a party thereto.

Section 5.13 Collection of Charges, Fees and Rates. The Municipality wﬂl have in effect at

all times rules and regulations requiring each user of the System to pay the applicable charges,

fees and rates and providing for the billing thereof and for a due date and a delinquency date for
each bill. In each case where such bill remains unpaid in whole or in part after it becomes
delinquent, the Municipality will enforce the collection procedures contained in such rules and
regulations.

Section 5.14 No Free Service. The Municipality will not permit any part of the System or any
facility thereof to be used or taken advantage of free of charge by ‘any corporation, firm or
person, charitable ofganization, or by any public :agency (including the State of Idaho and any

- runicipality, county, public agency, political subdivision, public corporation or agency or any

subsidiary thereof) unless otherwise requued by law or ex1st1ng written agreements.

Section 5.15 Payment of Claims. The Municipality-will pay and discharge any and all lawful

claims for Tabor, materials or supplies ‘which, if unpaid, might become a lien or charge upon the

System or upon the System Net Revenues or any part thereof, or upon any funds held by the
Trustee, or which might impair the security of the Repayment Installments; provided, that
nothing herein contained shall require the Mummpallty to make any such payments so long as
the Municipality in good faith shall contest: the validity of any such claims and such nonpayment
will not ‘materially adversely affect the Municipality’s ability to perform its obligations
hereunder,

~ Section 5.16 Books of Record and Accounts; Financial Statements. The Municipality will

keep proper books of record and accounts in which complete and correct entries shall be made of

~all transactions relatmg to the System and the Income Fund, and upon request will provide
~ information concerning such books of record and accounits to the Trustee.

The Municipality will prepare annually, not later than one hundred elghty (180) days
after the close of each Fiscal Year, so long-as any Repayment Installments remain unpaid, an
audited ‘financial statement of the Municipality relating to the Income Fund and all other
accounts or funds established pursuant hereto for the precedmg Fiscal Year prepared by an
Independent Certified Public Accountant, showing the balances in each such account or fund as
of the beginning of such Fiscal Year and all deposits in and withdrawals from each such account
or fund during such Fiscal Year and the balances in each such account or fund as of the end of
such Fiscal Year, which audited financial statement shall include a statement as to the ‘manner
and extent to which the Municipality has.complied with the provisions hereof. Failure to furnish
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said audited financial statements within said time may: subject the Mumclpahty to late charges by
the Autho ity. Thi Mumc’ 'ah‘ ’ fmmsh 2 Copy of such audite ancml statement ‘to the

s, when the same shall
icipality to make any
hiall oontest the Va11d1ty of any such
_ ’arges-aSsess‘ vents of ther govermnenta, chargesiand *h nonpayment will not
materially adVersely}aff'ect the Municipality’s abilityto perform its obhga’aons ‘hereunder.

The Municipality will duly comply with all applicable State federal and .local statutes
and all valid regulations and requirements of any governmental authont, relative to the operation
of the System or- any part thereof, but the Municipality - shall not be required to- comply with any
regulatlbns ‘or fequirements o long as the validity or application theréof shall ‘be contested in
good faith and such nonecompliance will riot materially adversely affect the Municipality’s ability
to perform its obligations heretinder,

Section 5.18 Maintenance of Insurance. The Mumc1pa11ty agrees to maintain fire and

extended coverage insurance on the System in such minithum amounts as are reasonable and
prevalent for similar municipalities and systems in the State of Idaho-and worker’s compensation
eoverage on all full-time employees working on, in, near or about the Syster in accordance with
applicable State laws. The Mumc1pahty may self-insure against such risks. The Municipality
shall provide evidence of such instfance to the Authonty or the Trustee, respectively, upon
written request of either the Authonty or the Trustee.

Section 5.19 Delivery of Closmg Documents. The Municipality agrees to execute and deliver
on the Closing Date the certificates attached hereto as Exhibit C.

Section 5,20 Authority Fees. The Municipality is paying to the Authority an Application Fee
of $500.00 which may be credited against the Authority Fee. The Municipality shall pay to the
Authority the Authority Fee at the closing of the Loan and Annual Expense Charges each year.

ARTICLE VI - EVENTS OF DEFAULT AND REMEDIES

Section 6.1 Events of Default. Any one of the following which occurs and continues shall
constitute an Bvent of Default pursuant to this Loan Agreement:

(@ failure by the Municipality to transmit to the Trustee any Repayment Installment
by the 15th day prior to the respective Repayment Instaﬂment Date; or

LOAN AGREEMENT - 25

Ci\Documents and Settings\mary.cone. HAILEY\Logal Settings\Temporary Intemnet Files\Content.OutlookiPMP90OSN\Loan Agmt Hailey-Sewer
11714 12 (2).doc



(b)  failure of the Municipality to observe and perform any covenant, condition or
agreement on its part required to be observed or performed by this Loan Agreement,
other than making the payments referred to in (a) above, which continues for a period of
sixty (60) days after written notice, which notice shall specify such failure and request
that it be remedied, given to the Municipality by the Authority or the Trustee, unless the
Authority and the Trustee (at the direction of the Authority) shall agree in “writing to an
extension of such time; provided, however, that if the failure stated in the notice cannot
be corrected ‘within such period, the Authonty and the Trustee (at the direction of the
Authority) will not unreasonably withhold their consent to an extension of such time if
corrective action is instituted within such period and diligently pursued until the default is
corrected.

‘The. provisions of subsection (b) of this Section are subject to the limitation that the |
Municipality shall not be deemed in default if and so long as the Municipality is unable to carry

-out its agreements hereunder by reason of strikes, lockouts or other industrial disturbances; acts

of public enemies; orders of any kind of the. government of the United States or of the State of
Idaho or any of their departments, agencies, or officials, or any civil or military authority;
insurrections, riots, epldermcs landslides; hghtmng, earthquake fire; hurricanes; storms; floods;
washouts; droughts; arrests; restraint of government and people civil dlsturbances exp]osmns
breakage or acc1dent 1o machmery, transm1ss1on plpes or canals, artlal or entxre faﬂure of
bemg agreed that the settlement of stnkes 1ock0uts and other mdustnal dlsturbances shall be
entirely within the discretion of the Mummpahty, and the Municipality shall not be required to
make settlement of strikes, lockouts and other industrial disturbances by acceding to the demands
of the opposing party or parties when such course is, in the judgment of the Mumicipality,
unfavorable to the Municipality. This limitation shall not.apply to any default under subsection
(a) of this Section. ‘

Section 6.2 Remedies On Default. Whenever any Event of Default shall have occurred and
shall continue, the followmg remedies may-be pursued with respect to the Trustee, subject to-its
nghts and protections under the Trust Agreement:

(a) The Trustee shall have access to and the right to inspect, examine and make
copies of the books and records and -any and :all accounts and data of the Municipality.

() The Authority or the Trustee may take whatever action at law or in equity as may
be necessary or desirable to collect the payments and other amounts then due and
thereafter to become due or to enforce performance and observance of any obligation,
agreement or covenant of the Municipality under this Loan Agreement including without
limitation taking the actions under Section 3.6 hereof.

In case the Trustee or the Authority shall bave proceeded to enforce its rights under this
Loan Agreement and such proceedings shall have been discontinued or abandoned for any
reason or shall have been determined adversely to the Trustee or the Authority, then, and in
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every such case the Mumc1pa11 ~ the Trustee and the A ith 'rty shall 'be restoted respectively to
i tio 11 owers of the

such a on had been

§ te - ced o 1 deeree, arld may enforce any
such j gment Of ﬁnal decree agamst the 'Mummpahty and colleot in the manner provided by law
the moeneys adyudged or decreed to be payable.

mIn case proceedmgs shall be pendmg for the bankruptcy ot for the reorgamzauon of the

or tustee shall have been appomted for the property of the Mumc1pahty or in the case. of any
other similar judicial proceedings relative to the Mutiicipality, o credi

Municipality, then the Trustee shall be entitled and e powered by 1ntervent10n in such
proceedings or otherwise, to file and prove a claim or ¢laims for the whole amount owing and
unpaid pursuant to this Loan Agreement and, in case of any judicial pro eedlngs, to file such
‘proofs of claim and other papers or documients, as may be.necess in order to have
the claims of the Trustee allowed in such Judmral proceedings rélative to the Municipality, its
ereditors or its property, and to collect and receive any ‘moneys or other property payable or
déliverable on -any such claims, and to distribute such amounts as provlded in the Trust
Agreement after the deduction of its charges and expenses; Any receiver; assignee or trustee in
bankruptcy or reorganization is hereby atithorized to make such. payments to the Trustee, and to
pay to the Trustee any amount due it for compensation and expeiisés, including expenses -and
fees of counsel incurred by it up to the date of such distribution.

Section 6.3 Agreement to Pay Attorneys Fees and Expenses. In the event the Municipality
should default wnder any of the prov131ons of this Toan Agreement and the Authority or the
Trustee should employ attorneys or incur other expenses for the collection of the payments due
under this Loan Agreement or the enforcement of performance or observance of any obligation -
or agreement on the part of the Municipality herein contained, the Municipality agrees to pay to
the Authonty or the Trustee the reasonable fees and expenses of such atterneys and such other

is inten . ai medy o remedles
, but each and every such remedy shall be conulative and shall be in ad, ion to every other
remedy given under this Loan Agreemerit or now of hereafter emstmg at law or in equity or by
statute.  No delay ot omission to exercise any right or power acerumg upon any default shall
impair any such right or power or shall be construed to be a waiver thereof, but any such right
and power may be exercised from time to time :and as often as may be deemed expedient, In
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order to entitle the Authority or the Trustee to exercise any remedy reserved to it in this. Article,
it shall not be necessary to give any notice, other than such notice as may be herein expressly
required. Such rights and remedies as are given the Authority hereunder shall also extend to the
Trustee, and the Trustee and the holders of the Bonds shall be deemed third party beneficiaries of
all covenants and agreements herein contained. -

Section 6. 5 No Additional Waiver Implied by One Waiver. In the event any agreement or
covenant contained in this Loan Agreement should be breached by ‘the Municipality and
thereafter waived by the Autliority or the Trustee, such waiver shall be limited to the particular
breach so waived and shall not be deemed to waive any other breach hereunder.

‘Section 6.6 No Cross Default. The Municipality shaﬂ not be liable for the failure of any other

municipality to make payinents with respect to the Bonds. The occurrence of any Event of
Default of any other municipality tmder such mumc1pa11ty s loan dgreément shall not constitute
an Event-of Default of the Municipality under this Loan Agreement.

ARTICLE VIL- PREPAYMENT

Section 7.1 Redemption of Bonds with Prepayment Moneys. By virtue of the a551gnment of

certain of the rights of the Authority under this Loan Agreement to the Trustee as is provided in

Section 3.4 hereof, the Municipality agrees to and shall pay directly to the Trustee any amount

permitted or requued to be pald by itunder this Article VIL. The Trustee shall use the moneys so
paid to it by the Mun1c1pa11ty to effect redemption of the Bonds. as set forth in this Article on the

date :specified for such redemptlon The principal component of the Repayment Installments to
be prepaid shall correspond in amount and maturity date to the Bonds related to this Loan
Agrcement :

Section 7.2 Option to Prepay. Installments ‘The Repa yment Installments spec1ﬁed in
Schedule 1 attached hereto are subject to prepayment at the option of the Municipality on |
the dates and in the amounts as set forth in Schedule 1 which shall be consistent with the
terms for redemption of'the Authority Bonds. -

Sectlon 7.3 Amount of Prepayment. In the case of a prepayment, of the entire amount
' due hereunder pursuantto Section 7.2 hereof, the amount to be paid shall be a sum sufficient,
together with other funds and (as such sufficiency is evidenced by a verification report
of an Independent Certified Public Accountant) the yield on any securities deposited ‘with
the Trustee and aviilable for such purpose, to pay all Repayment Instdllments thereafter due.
In any event, any prepayment of Repayment Installments shall include sufficient funds to
pay all pnnc1pa1 accirued interest, premium, if any, and other costs related to the redemption
of the Authonty s Bonds to be redeemed as a result of stich prepayment.

Section 7.4 Notice of Prepayment. The Municipaﬁty shall give sixty days' prior written
notice to the Authority and the Trustee specifying the date upon whichanyp repayment
pursuant to this Article: VII will be made. The Authority and the Trustee, at the request of

LOAN AGREEMENT - 28

CADocuments and Settings\mary.cone HATLEY\Local Settings\Temporary Intemet Files\Content. Outlook\PMPS0OSN\Loan Agmt Hailey-Sewer
1114 12.(2)doc



the” Mumc1pallty, shall forthwith take all steps necessary under the applicable provisiens of

' lived - ake payment of any
part of the then
be, onthe earliest
5, on which such

the proposed prepayment date

ARTICLE VIII - DISCHARGE OF OBLIGATIONS
Section 8.1 Discharge and Defeasance of Obligations.

(@  The Répayment Installments shall be discharged to the extent the Bonds are
discharged under the Trust Agreement. The prmmpal components of the Repayment
Installmerits to be discharged shall correspond in amount and maturity date to the Bonds
related to this Loan Agteement.

(b)  Ifthe Municipality shall pay ot cause to be paid or there shall otherwise be paid to
the Trustee all of the Repayment Installments at the times and in the ‘manner stipulated
herein, and the Municipality shall pay in full all other amounts due hereunder, then all
agteements, covenants and other obligations of the Municipality hereunder shall
thereupon cease, terminate and becorne void and be d1scharged and satisfied. In such
event, the Trustee shall execute and deliver to the Municip lity all such instruments as
may be necessary or desirable and prepared by or on behalf of the Municipality to
,eV1dence such discharge and satisfaction.

() Any Repayment Installments shall prior to the Repayment Installment Date or

prepayment date thereof be-deemed to have been '

w1th thls Loan Agreement, (2) there shall have been de". ‘ed Wlth the Trustee (A)
money in an amount which shall be sufficient and/or (B) Government Securities, the
interest on and.principal of which when paid will provide'money which, together with the
money, if any, deposited with the Trustee at the same time, shall be sufficient, in the
opinion of an Independent Certified Public Accountant, to transmit asid pay when duethe
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Repayment Installments on and priorto the Repayment Installment Dates or prepayment
date thereof, as the case may be, and the prepayment premiums, if any, on ‘such
Repayment Installments, and (3) an Opinion of Counsel to the effect that such treatment
will not adversely affect the tax-exempt status of interest on -any Bonds hereunder,
provided that this Agreement shall not be discharged and satisfied until all Repayment
Installments have been paid or dre deemed to.have been paid as provided above.

ARTICLE IX - NON-LIABILITY OF AUTHORITY;
EXPENSES; INDEMNIFICATION '

Section 9.1 Non-Liability of Authority. The Authority shall not be obligated to pay the
principal of, or premium, if any, or interest on the Bonds, or to dlscharge any other financial

~ liability (including but not limited to financial liability under Section 5.7 hereoﬂ in connection

herewith, except from, and to the extent of, payments made by the Municipality under this Loan
Agreement or thxough the State intercept provided under Section 3.6 of this Loan Agreement

-and Section 67-8727, Idaho Code, as aménded. The Mummpahty hereby acknowledges that the
Authority’s sole source of moneys to repay the Bonds will be provided by ‘the payments made by

the Mumclpahty pursuant to ‘this Loan Agteement (excluding payments to the Authority of the
Trustee pursuant to Section 5.7 -and 9.3 of this Loan Agreement) -and payments from other
participating Mummpalmes and the State intercept provided under Section 67-8727, Tdaho Code,
as amended. .

Sectum 9.2 Liability of Mumclpahty Lmnted to System Revenues and Other Funds. The
Municipality shall-not be required to advance any :moneys derived from any source of income
other than the System Revenues, the Incone Fund and the other funds provided herein for the
payment of the Repayment. Installments or for the performaricé of any agreements Or covenants
required to be performed by it contained herein. The Municipality miay, however, advarice
moneys for any such purpose so long as such moneys are derived from a source legally- avaﬂable

“for such purpose and may be legally used by the Municipality for such purpose.

The obligation of the Municipality to make the Repayment Installments is a special
obligation of the Municipality payable solely from the System Net Revenues and the other
legally available funds provided for herein (except as provided in Section 3:6 or elsewhere
herein), ‘and does not constitute a debt of the Municipality or of the State of Idaho or of any
political subdivision thereof in contravention of any oonsﬁtuﬂonal or statutory debt limitation or
restriction.

Sectlon 9.3 Indemnification. The Municipality releases the Authority and the Trustee from,
and covenants. and agrees that neither the Authority nor the Trustee shall be lidble for, and
covenants-and agrees, to the extent permitted by law, to indemnify, defend -and hold harmless the
Authority and the Trustee and their officers; directors, elected officials, employees and agents
from and against, any and all losses, claims, damages liabilities or expenses, of every
coticeivable kind, character and nature whatsoever arising out of, resulting from or in any way
connected with the financing or refinancing of the Project, or the conditions, occupancy, use,
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possession, conduet or management of; or work done in or about, or from the planning, design,

acquisition, installation or-construction-of the Project or:any part thereof.

have been maﬂed by
ality or the Tr_ustee as

de51gnate any dxfferent addresses to whlch subsequent notlces, certlﬁcates or other
communications shall be sent.

Section 10.2 Severability. If any provision of this Loan Agreement shall be held or deemed to
be, or-shall in fact be, illegal, inoperative or unenforceable, the same shall not affect any other
proyision or provisions herein contained or render the same inhvalid, inoperative, or
unenforceable to any extent whatever.

Section 10.3 Execution of Counterparts. This Loan Agreement may be simultaneously
executed in several counterparts, each of which shall be an original and all of which shall
constitute but one and the same instrument.

Section 10.4 Amendments, Changes and Modifications. Subsequent to-the initial issuance of
Bonds and prior to thelr paymeiit in full, or provision for such payment having been made as
provided in the Trust Agreement, this Loan Agreement may be amended, changed or modified as
set forth in Article X of the Trust Agreement.

Section 10.5 Governing Law. This Loan Agreement shall be governed exclusively by and
construed in accordance with the applicable laws of the State of Idaho. '

Section 10,6 Authorized Municipality Representatlve Whenever under the provisions of this

Loan Agreement the approval ‘of the Municipality is required or the Authority or the Trustee is

required to ‘take some action at the request of the Municipality, such approval or such request
shall be given on behalf of the Municipality by an Authorized Municipality Representative, and
the Authority and the Trustee shall be suthorized to ‘act on any such approval or request and
neither party hereto shall have any complaint against the other or against the Trustee as a result
of any such action taken,

Seetion 10.7 Term of the Loan Agreement. This Loan Agreement shall be in full force and
effect from the date hereof and shall confinue in effect as long as the Municipal Bond is
outstanding; provided, however, that the rights of the Trustee and the Authority under -
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Section 9.3 hereof shall survive the termination of this Loan Agreement, the retirement of the
Bonds and the removal or resignation of the Trustee. All representations and certlﬁoa’caons by

the Mumc1pa11ty as to all matters affecting the tax-exempt status of the Bonds shall survive the
termination of this Loan Agreemerit.

Section 10.8 Bmdmg Effect. This Loan Agreement shall inure to the benefit of and shall be

blndmg upon the Authority, the Mumicipality, the Trustee and their Tespective successors and
.assigns,

Section 10.9. Post Issuance Tax Compliance Procedures of the Authonty The parties hereto
both acknowledge the Post Issuance Tax Compliance Procedures of the Authority attached hereto
as Exhibit F and agree that they will follow and comply with said procedures
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F~ the C1ty of Haﬂey, Idaho has’_c_:aus‘ed; :.:".-’fs Loan Agreement 1o

and. attested by 1ts duly aﬁthorlzed ofﬁcers all as of thé date -ﬁrst abové 'wriften

By __
_ Mayor
[SEAL]
Attest:
City Clerk

IDAHO BOND BANK AUTHORITY

By

Executive Director
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SCHEDULE 1:.CITY OF HAILEY, IDAHO

Prior Bonds Date; April 17, 2001
Prior Bonds Original | Sewer Revenue Bonds, Series 2001 $4,500,000.
Par Amount: o )
| Municipal Bond Par amount of $ plus a premium of $ less
“Purchase Price: Underwriter Discount of $ ___, for anet purchase price of
$
Repayment Amount: | $ ' plus interest.
Prior Obligations: Prior Bonds (to berefunded),
Prepayment The Repayment. Installments coming due on or prior to September 15,
Provisions: 2022, 'are niot subject to prepayment The Repayment Installments
coming dueon and after September 15,2023, are sub_]ect to prepayment,
at the written direction of the Mumc1pa11ty and with the consent.of the
Authonty, from any moneys deposited with the Trustee, as a 'whole or in
‘parton any date on.orafter September 15, 2022, among:such payment
| dates'as designated by the Aufhonty to the Trustee, at the price of pat,
plus accrued mterest if any, to the date of prepayment
Municipality | 115 Main Street S.
address: Hailey, ID*83333
Disbursement of 1. § ____fromthe pro.ceeds of the Municipal Bond to pay off -
Loan: { the Prior Bonds. ’
2.8 to the Series 2012D. Cost of Issuance Account held by
the Trustee under-the Trust Agreement to pay various costs of issuance
on the Series 2012D Bonds.
3.8 representing the Authority Fee shall be paid to the
| Authority from the Series 2012D Cost of Issuance Account.
4.8 . tothe Municipality for costs of issuance.
5. To the Municipality § as a rounding amount.
Reserve Fund: Municipality to transfer $ of funds held by the Municipality
- for a total of $ as prov1ded in Sectlon 4.4 of this Loan
Agreement.,
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EXHIBIT A
Description of the Project

Project

The Project consists of the issuance of the Municipality’s Sewer Revenue Refunding
Bond, Series 2012, in the principal amount of §__ ,, for the purpose of refunding the
Municipality's outstanding Prior Bonds which ongmally fmanced all or a portion of the costs of
design and construction of various improvements, for the sewer system of the City of Halley,
Idaho.
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EXHIBIT B

Repayment Installments and Repayment Installment Dates

DATE" PRINCIPAL | COUPON | INTEREST DEBT
| SERVICE

(to-come)

B
i
H
|
t
i
)

I

Note: ** Payments must be transmitted to the Trustee 15 days prior to the payment dates Tisted,

I
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EXHIBIT C
Municipality Closing Documents

a. Bond Ordinance authorizing the Municipal Bond, arid execution of the Loan
Agreement. _ _
b, Loan Agreement, dated as of December 20, 2012 between the Municipality

General Certificate.
Signiature and No Litigation Certificate.
Receipt for Bond.

IRS Form 8038-G. ,

Receipt for Proceeds of Bond.

Cash Flows

EETT R e A
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EXHIBIT D1
Certificate "Regar&ing»Annual Finaneial"lnf()rmation

The undersigned on behalf of the City of Hailey, Idaho (the “Mumc1pallty”) hereby
certifies in -connection with the Loan Agreement .dated as of December 1, 2012 between the
Mumc1pallty and the Idaho Bond Bank Authority (the “Authority”) that:

1. The-attached financial statements are-the true and cortect audlted financial statements of

the Municipality for the Municipality’s fiscal year ended September 30, {(the “Prior
Fiscal Year”).

2. Unless already stated in the attached financial statements, the debt, and the amount of
debt, outstanding against the sewer system of the- Mummpahty (including any debt to the
Authority), as of the end of the Prior Fiscal Year, is as follows:

(Attach separate sheet if needed)

3. Exceptas stated below or on a separate attached sheet, there is ot now,and has not been
during the Prior Fiscal Year: (1) any default on the Loan Agreement or-other debt of the
'Mumc1pa11ty, (2) any htlgatlon filed against the Mum01p__ ity challengmg the validity of
the Loan Agreement (3) any citations of non- -cottipliance by any regulatory authority
with respect to the System or (4) failure to comply -with the System rates and charges
requirement :of Section 5.11 of the Loan Agreement, taking inte account any transfers
from the Rate Stabilization Account: .

(Attaehfsepa:ra’cje She’,_ef if needed)

- 4. There are, and have been during the Pnor Fiscal Year no material “Listed Events,”
referenced in Section 5.9(d) of the Loan Agreement

Dated this day of ’ , 20
CITY OF HAILEY, IDAHO
_ ' By
; Its: v

(Treasurer:or Finance Director)
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- Report withrre

Notice to Repository of Failure to File Annual Report

Name of Municipality: City of Hailey, Idaho

Name of Bond Issue: Idého Bond Bank Authority Revenue Bonds, Series 2012D
Date of Issuance: Degember 12,2012

NOTICE IS HEREBY GIVEN that-the City of Hailey, Idaho has not provided an Annual
t to the above-tiamed Bénds as tequired by Section 5.9 of the Lioan Agreement
dated as of December 1, 2012, between the Municipality and the Idaho Bond Bank Authority.
[The Municipality anticipates that the Annual Report will be filed by

:J

Dated:

On behalf of the City of Hailey,
Idaho

cc: City of Hailey, Idaho
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EXHIBIT E

Fees charged by Authority for failure to comply with
Continuing Disclosure Requirements

Continuing Disclosure Late Fee Scale

Due date — 3 months after: ‘ Lesser of $7,500 or 0.50% of issued amount
3 — 6 months after due date: Lesser of $500 or 0.20% of issued amount
6 months — 9 months after due date: Lesser of $500 or 0.20% of issued amount
9 months — 1 year after due date: Lesser of $500 or 0.20% of issued amount
Every 3 months after 1 year: Lesser of $500 or 0.20% of issued amount

This scale will peftain to every outstanding borrowing of the Municipality from the Idaho Bond
Bank Authority. , : :
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EXH [BIT F

Post Issuance Tax Compliance Procedures
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Idaho Bond Bank Authority
Post-Issuance Tax Compliance Procedures
For Tax-Exempt Bonds

February 13, 2012

The purpose of these Post-Issuance Tax Compliance Procedures is to -establish policies and
procedures in connection with tax-exempt bonds ("Bonds") issued by the Idaho Bond Bank
Authority (the "Authority") so as to- ensure that the Authonty complies with all applicable post-
issuance requirements of federal income tax law needed to preserve the tax-exempt status of
the Bonds. The Authority reserves the right{o-use its discretion as necessary and appropriate to
make exceptions or request additional provisions as circumstances warrant. The Authority also
reserves theright to change these policies and procedures from time to fime.

General

he issuance of Bonds for

Inasmuch as the Authority is a respbnsible conduit issuer authorizin;
eligible borrowers (each, a "Borrower"), the Authority now identifies post- issuance tax
compliance procedures for all Bonds issued by the Authonty for Borrowers, as well as the
Authority's expectations of and requirements for all Borrowers concerning these procedures.
For tax-exempt bonds i§sued by the Authority, each loan ("Loan") to-each Borrower ‘will be a
tax-exempt obhganon ds evidenced by an unqualified opinion of bond counsel to each
Borrower.  Ultimate respon51b1hty for 4ll matters relating to Authority financings and
refinancings rests with the Authority Execufive Director (the "Executive Director). Ultlmate
responsibility for all watters relating to Loans rests with the corresponding officer at each
Borrower.. :

Post-Issuance Compliance Requirements

External Advisors ;Docurhentation

The Executive Director and other appropriate Authority personnel and the correspondmg
personne] of each Borrower shall consult with bond counsel and other legal counsel and -
advisors, as needed, throughout the Bond issuance process to identify requirements and to
establish procedures nécessary or appropriate so that the Bonds will continue to qualify for the
approptiate tax status. Those requirements and procedures shall be documented in Authority -
and Borrowet resolutions, Tax Certificates and / or other documents finalized at or before
issuance of the Bonds. Those requirements and procedutes shall include future compliance with
applicable arbitrage rebate requirements and all other appllcable post-issuance requirements of
federal tax law throughout (and in some cases beyond) the term of the Bonds or the Loan, as
approprlate
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The Executive Director and other appropnate Authority personnel and the corresponding
personnel of each Borrower also shall consult with bond counsel and other legal counsel and
advisors, as needed, following issuance of the Bonds to ensure that all applicable post-issuance
requirements in fact are met. This shall include, without limitation, consultation in connection
with future contracts with respect to the use of Bond-financed assets and future contracts with
respect to the use of output or throughput of Bond- ﬁnanced assets.

Whenever necessary or appropriate, the Authority shall engage expert advisors (each a "Rebate
Service Provider") to assist in the calculation of arbitrage rebate payable in respect of the
investment of Bond proceeds.

Role of the Authority as Bond Issuer

Unless otherwise provided by Authority resolutions, unexpended Bond proceeds shall be held
by the Authority, and the investment of Bond proceeds shall be managed by the Executive
Director. The Executive Director shall maintain records regarding the investments and
transactions involving Bond proceeds held by the Authority or the Trustee for the bonds.
Funds transferred to the Borrower shall constitute expending Bond proceeds for the purposes of
the Authority. Any investment of fiunds by the Botrewer or Borrower's Trustee is the
responsibility of the Borrower. As such, all record retention and other responsibilities
associated with Borrower proceeds is the sole responsibility of the Borrower.

If an Authority resolution provides for Bond proceeds to be administered by a trustee, the
trustee shall provide regular, periodic (monthly) statements regarding the investments and

transactions involving Bond proceeds.

Arbitrage Rebate and Yield

The Authority will loan out all proceeds to underlying Borrowers at issue. As_such, the
requirement for arbitrage rebate and yield calculations will not be applicable.

The Authority will consult annually with bond counsel and tax counsel to confirm the
applicability of arbitrage rebate and yield calculations. If at any time it is determined that these
requirements are applicable, the Authority shall de the following;:

. the Authority shall engage the services of a Rebate Service Provider, and the Authority
or the Bond trustee shall deliver periodic statements concerning the investment of Bond
proceeds to the Rebate Service Provider on a prompt basis;

. upon request, the Executive Director and other appropriate Authority personnel shall
provide to the Rebate Service Provider additional documents and information reasonably
requested by the Rebate Service Provider;
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. the Executive Director and other appropriate Authority personnel shall monitor efforts
of the Rebate Service Provider and assure payment of required rebate amounts, if any, no later
than 60 days after each S-year anniversary of the issue date of the Bonds, and no later than 60
days after the last Bond of each issue is redeemed; and

. during the construction period of each capital project financed in whole or in part by
Bonds, the Executive Director and other appropriate Authority personnel shall monitor the
mmvestment and expenditure of Bond proceeds and shall consult with the Rebate Service
Provider to determine compliance with any: applicable exceptions from the arbitrage rebate
requirements during each 6-month spending period up to 6 months, 18 months or 24 months, as
applicable, following the issue date of the Bonds.

For working capital financings, if any, the Authority shall follow procedures set forth in
the applicable Tax Certificate and/or instructions delivered at bond or note closing.

The Authority shall retain copies of all arbitrage reports and trustee statements as described
below under "Record Keeping Requirements".

Use of Bond Proceeds

Except for the obligation of the Authority to maintain records regarding the Loans made for
Bond proceeds, it is the Authority's policy that the Borrower shall be responsible for: ‘

. monitoring the use of Loan proceeds and the use of Loan-financed assets (e.g.,

facilities, furnishings or equipment) and the use of output or throughput of Loan-financed
. assets throughout the term of the Loan (and in some cases beyond the term of the Loan)

to ensure compliance with covenants and restrictions set forth in applicable Authority and

Borrower resolutions and Tax Certificates;

. maintaining records identifying the Loan and the assets or portion of assets that are
financed or refinanced with proceeds of each Loan;

+  consulting with Bond Counsel and other professional expert advisers in the review of the
Loan and any contracts or arrangements involving use of Loan-financed facilities to ensure
compliance with all covenants and restrictions set forth in applicable Authority and Borrower
‘resolutions and Tax Certificates; '

* maintaining records regarding the Loan and for any contracts or arrangements involving
the use of Loan-financed facilities as might be necessary or appropriate to document compliance -
with all covenants and restrictions set forth in applicable Authority and Borrower resolutions
and Tax Certificates;
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. meeting or conferting at least annually with personnel responsible for the Loans and
Loan-financed assets to identify and discuss any existing or planned use of Logn- financed,
assets or :output or throughput of Loan-financed assets, to ensure that the Loan and those uses
are consistent-with all covenants and restrictions set forth in. apphcable Authority and Borrower
resolutions and Tax Certificates.

. taking timely remedial actions under section 1.141-12 of the Treasury Regulauons (or
other reriedial actions authorized by the Commissiotier of the IRS under Section 1.141-12(h)
of the Regulatmns) to prevent from being considered "deliberate actions” any actions of the
Borrower which cause the conditions of the private business tests or the private loan financing
test to be met resulting in the Loan becommg aprivate activity bond.

All relevant records and contracts shall be maintained as described below and in the applicable
Tax Certificate. The Borrower, in the Tax Certificate relating to the Loan and/or other
documents finalized at or before the issuance of the Bonds, shall designate an officer or
employee responsible for the tasks listed above.

Investment of Bond Proceeds

Investment of bond proceéds maintained by the Authority shall remain in compliance with
the arbitrage bond rules and rebate of arbitrage as sypervised by the Executive Director,

¢ QGuaranteed investment contracts ("GIC") will be pur’chased only using the three-
bid "safe harbor" of applicable Treasury regulations, in compliance with fee
limitations on GIC brokers in the regulations.

« QOther investments will be purchased only in market transactions.

e Calculations of rebate liability will be performed annually by outside
consultants.

» Rebate payments will be made with Form 8038-T no later than 60 days after
(a) each fifth anniversary of the date of issuance and (b) the final retirement of
the issue. Compliance with rebate requlrements will be reported to the bond
trustee and the issuer.

= Identify date for first rebate payment at time of i issuance. Enter in records for the
issue.

The investment of all proceeds received by the Borrower is the responsibility of the Borrower to
~ supervise and maintain compliance with the arbitrage bond rules and rebate of arbitrage.

Record Keeping Requirements
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Unless otherwise specified in applicable Authority resolutions or Tax Certificates, the Authority -
shall maintain the following documents for the term of each issue of Bonds (including refunding
Bonds, if any) plus at least three years:

. a copy of the Bond closing transcript(s) and other relevant documentation delivered to
the Authority at or in connection with closing of the issue of Bonds; and

. copies of all records of investments, investment agreements, arbitrage reports and
underlying documents, including trustee statements.

Unless otherwise specified in applicable Authority resolutions or Tax Certificates, it is the
Authority's policy that the Borrower shall be responsible for maintaining the following
documents for the term of each Loan (including refunding obligations, if any) plus at least three
years:

. a copy of all material documents relating to capital expenditures financed or refinanced
by Loan proceeds, including (without limitation) loan documents for the Authority's pooled:

~ loans to municipalities and construction contracts, purchase orders, invoices, trustee
requisitions and payment records, as well as documents relating to costs reimbursed with Loan
proceeds and records 1dent1fymg the assets or portion of assets that are financed or refinanced
with Loan proceeds;

. a copy of all contracts and arrangements involving private use of Loan-financed assets =~

~ or for the private use of output or throughput of Loan-financed assets; and

. copies of all records of investments, investment agreements, arbitrage reports and
underlying documents, including trustee statements.

The Borrower in the Tax Certificate relating to the Loan and/or other documents finalized at or
“before the issuance of the Bonds, shall demgnate an officer or employee responsible for
retaining the records listed above. .
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ESCROW DEPOSIT AGREEMENT

BETWEEN

THE CITY OF HAILEY
BLAINE COUNTY, IDAHO

AND

WELLS FARGO BANK, N.A.

DATED AS OF DECEMBER 1, 2012

EXHIBIT “D”
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ESCROW DEPOSIT AGREEMENT

The City of Hailey
Blaine County, Idaho
Sewer Revenue Refunding Bond
Series 2012

THIS ESCROW AGREEMENT, dated as of Décember 1, 2012 (herein, together with any
amendments or supplements hereto, called the “Agreement”), is entered into by and between the
City of Hailey, Blaine County, Idaho (herein called the “Issuer”), and Wells Fargo Bank, N.A., as
escrow agent (herein, together with any successor in such capacity, called the “Escrow Agent”)
The notice addresses of the Issuer and the Escrow Agent are shown on Exhibit A attached hereto
and made a part hereof.

WITNESSETH:

WHEREAS, the Issuer heretofore has issued and there presently remain outstanding the
Series 2001 Bonds described in Exhibit B -attached hereto (the “Refunded Bonds™); and

WHEREAS pursuant to Ordinance No. 1114 of the Issuer, adopted on November 19%,
2012 (the “Authorizing Action™), the Issuer has determined to issue its Sewer Revenue
Refunding Bond, Series 2012 (the “Refunding Bond”) for the purpose of providing funds to pay
and redeem the outstanding Refunded Bonds in full, principal and interest, on March 1, 2013 (the
“Date Fixed for Redemption”); and

WHEREAS, the Escrow Agent has reviewed the Authorizing Action and this Agreement,
and is willing to serve as Escrow Agent hereunder; and

WHEREAS, , Certified Public Accountants, have
prepared a verification report dated as of ,» 2012 (the “Verification Report”)
relating to the source and use of funds available to accomplish the refunding of the Refunded
Bonds, the investment of such funds, and the adequacy of such funds and investments to prowde
for the payments as set forth above; and

WHEREAS, pursuant to the Authorizing Action, the Refunded Bonds have been
designated for redemption prior to their scheduled maturity dates and, after provision is'made for
such redemption, the Refunded Bonds will be payable and in the amounts as are set forth in
Exhibit C attached hereto and made a part hereof;, and

WHEREAS, the Issuer’s Authorizing Action authorizes the Issuer to issue the Refunding
Bond and to deposit the proceeds from the sale thereof, and any other available funds or
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resources, with the Escrow Agent forthe discharge and final payment of the Reﬁmded Bonds;
and

redempuon premlum, if any,‘eu the Refunded Behds When due and

‘WHEREAS, the Refunding Bond has been duly authorized to be issued, sold, and
delivered for the purpose of obtammg the funds required to provide for the payment of the

‘principal of and interest and redemptlon premium (if any) on the Refunded Bonds when due as

shown.on Exhibit C attached heretoyand

WHEREAS, the Issuer desires that, concurrently with the delivery of the Refunding Bond

to the purchasers thereof certam proceeds of the Refundm Bond together with certain other

iin direet obligations of the United

sit to the credit of the

Escr:ow Fund created pursuant to the terms of ﬂllS Agreement and to estabhsh a beginning cash
balance-(if heeded) in such Escrow Fund; and

WHEREAS, the Escrowed Securities shall mature and the interest thereon shall be
payable at such times and in such amounts'so as-te provide ‘moneys which, together with cash
balances from time to time on deposit in the Escrow Fund, will be sufficient to pay the principal
of and intetest on the Refunded Bonds to their final date of redemption; and

WHEREAS, to facilitate the receipt.and transfer of proceeds. of the Escrowed Securities,
particylarly those in book entry form, the Issuer desires to estdblish the Escrow Fund at the
principal corporate trust office of the Escrow Agent; and

WHEREAS, the Esctow Agent is a party to this Agreement to acknowledge its

 acceptance of the terms and provisions hereof;

NOW, THEREFORE, in consideration of the mutual undertakings, promises and
agreements herein cotitained, the sufﬁmency of which hereby are acknowledged, and to secure
the full -and timely payment of pnnc1pa1 of ‘and the ititerest and redemption premium on the

EXHIBIT “D”
Page 2 - Escrow Deposit Agreement



Refunded Bonds, the Issuer and the Escrow Agent mutually undertake, promise and agree forv
themselves and their respective representatives and successors, as follows:

Article 1. Definitions and Interpretations.
Section 1.1. Deﬁnitioné.

Unless the context clearly indicates othervsz_'ise, the following terms shall have tﬁe
meanings a’ssigne_d to them below when they are used in this Agreement:

“Escrow Fund” means the fund created by this Agreement to be established, held and
administered by the Escrow Agent pursuant to the provisions of this Agreement.

. “Escrowed Secuntles means the noncéllable Government Obligations described in
Exhibit D attached to this Agreement, or cash or other Government Obligations substituted
therefor pursuant to Section 4.2 of this Agreement.

“Government Obligations” means direct non-callable obligations of the United States of
America and securities fully and uncondltlonally guaranteed as to the timely payment of principal
and interest by the United States of America, t6 which direct obligation or guarantee the full faith
and .credit of the United States ‘of America has been pledged including, but not necessarily
limited to, State and Local Government Series Obhgatlons (SLGS)

“Paying Agent” means Wells Fargo Bank, N.A., as the paying agent for the Refunded
Bonds. ' '

Section 1.2. Other Definitions.

‘The terms “Agreement,” “Issuer,” “Escrow Agent,” “Authorizing Action,” “Venﬁcatlon
Report,” “Refunded Bonds,” and “Refunding Bond” when they are used in this Agreement, shall
have the meanings ‘assigned to them in the preamble to this Agreement.

Section 1.3. Interpretations.

The titles and headings of the articles and sections of this Agreement have been inserted
for convenience and reference only and are:not to be considered a part hereof and shall not in any
way modify or restrict the terms hereof. This Agreement and all of the terms and provisions
hereof shall be liberally construed to effectuate the purposes set forth herein and to achieve the
intended purpose of providing for the refunding of the Refunded Bonds in accordance with
applicable law.,
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Article 2. Deposit of Funds and Escrowed Securifies. "
Section 2.1. Deposits in the Eserow Fund.

Concurrently with the sale and delivery of the Refunding Bond, the Issuer shall deposit,
or cause to be deposited, with the Escrow Agent, for deposit in the Escrow Fund, the funds and
Escrowed Securities described in Exhibit D attached hereto, and the Escrow Agent shall, upon
the receipt thereof, acknowledge such receipt to the Issuer in writing.

Article 3. Creation and Operation of Escrow Fund.
Section 3.1. Escrow Fund.

The Escrow Agent has created on its books a special trust fund and irrevocable escrow to
be known as the City of Hailey, Blaine County, Idaho, Sewer Revenue Bonds, 2001, Escrow
Fund (the “Escrow Fund”). The Escrow Agent hereby agrees that upon receipt thereof it will
deposit to the credit of the Escrow Fund the funds and the Escrowed Securities described in
Exhibit “D” attached hereto. Such deposit, all proceeds therefrom, and all cash balances from
time to time on deposit therein (a) shall be the property of the Escrow Fund, (b):shall be applied
only in strict conformity with the terms and conditions of this Agreemient, atid {c) are hereby
irrevocably pledged to the payment of the principal of and interest on the Refunded Bonds, Wthh
payment shall be made by timely transfers of such amounts 4t the tinie provided for in Sestion
3.2 hereof. When the final transfers have been made for such payments, any balance then
remaining in the Escrow Fund shall be transferred to the Issuer, and the Escrow Agent shall
thereupon be discharged from any further duties hereunder.

Section 3.2. Payment of Principal and Interest.

The Escrow Agent is hereby irrevocably instructed to transfer to the Paying Agent from
the cash balances from time to time on deposit in the Escrow Fund, the amounts required to pay
the interest and maturing principal on the Refunded Bonds as the same shall become due, and to
pay the principal of the Refunded Bonds on the Date Fixed for Redemption, together with any
redemption premium on the Refunded Bonds, in the amounts and at the times shown in
Exhibit C attached hereto.

Section 3.3. Sufficiency of Escrow Fund.

The Issuer represents that the receipts of the principal of and interest on the Escrowed
Securities will assure that the cash balance on deposit in the Escrow Fund will be sufficient to
provide moneys for transfer to the Paying Agent at the times and in the amounts required to pay
the interest and the maturing principal on the Refunded Bonds as the same shall become due and
to pay the principal of the Refunded Bonds on the Date Fixed for Redemption If, for-any reason,
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the cash balances on deposit or scheduled to be on deposit in the Escrow Fund shall be
msufﬁcxent to transfer the amounts required by the Paying Agentto make the payments, set forth
in Section 3.2. hereof, the Issuer shall timely deposxt in the Escrow Fund, from any funds that are
lawfully available therefor; additional funds in the amounts required to make such ‘payments.
Notice of any such insufficiency shall be given promptly as hereinafter provided, but the Escrow
Agent shall not in any manner be responsible for any insufficiency of funds in the Escrow Fund
or the Issuer’s failure to make additional deposits thereto

Sectlon 3.4, Trust Fund.

The Escrow Agent shall hold at all times the Escrow Fund, the Escrowed Securities, and
all other assets of the Escrow Fund, wholly segregated from all other funds and securities on
deposit with the Escrow Agent; it shall never allow the Escrowed Securities or any other assets
of the Escrow Fund to be commmgled with any other funds or securities of the Escrow Agent;
and it shall hold and dispose of the assets of the ‘Escrow Fund only as set forth herein. The
Escrowed Securities and other assets of the Es¢row Fund shall always be maintained by the
Escrow Agent as trust funds for the benefit of the owners of the Refunded Bonds; and a- special
account thereof shall at all times be maintained on the books of the Escrow Agerit. The owners
of the Refunided Bonds shall be entifled to the same preferred claim and first lien upon ‘the
Escrowed Securities, the proceeds thereof, and all other assets of the Escrow Fund to which they
are-entitled as owners of the: Refunded Bonds. The amounts received by the Escrow Agent unider
this. Agreement shall not be considered as a banking deposit by the Issuer, and the Escrow Agent

shiall ‘have no. tight to title with respect thereto except-as a trustee and Escrow. Agent under the

termns of this Agreement. The amounits received by the Escrow Agent under this Agreement shall

- not be subject to warrants, drafts or checks drawn by the Issuer or, except to the extent expressly

herem prov1ded by the Paying Agent.
Section 3.5. Security for 'TCash Balances.

Cash ‘balances from timé to time on deposit in the Escrow Fund shall, to the extent not-
insured by the Federal Deposit Insurance Corporation or its successor, be continuously secured
by a pledge of direct obligations of, or obligations unconditionally guaranteed by, the United
States of. Amierica, having'a market value at leastequal to such cash balances, '

Article 4. Limitation on Investments.
‘Section 4.1. Investments.

Except for the initial mvestment in the Escrowed. Securities, the Escrow Agent shall not
have any power or duty to invest or reinvest any money held hereunder, or to make substitutions
of the Escrowed Securities, or to sell, transfer, or otherwise dispose of the Escrowed Securities.
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Section 4.2, Substitution of Securities.

 with the conditions hereinafter
all w yw Fund, or sell, transfer,
otherwise dispose of or request the r tion of the B d Securities and apply the proceeds
therefrom to purchase Governmerit ‘Obligations which do not permit the redemption thereof at
the option ‘of the obliger, and in connection thérewith the issuer reserves the right to call for
redemption prior to maturity any of the Refunded Bonds to. the extent permitied by their
authorizing order. The Issuer may, in connection with such transaction, wi hdraw funds or
Escrowed Securities from the Escrow Fund. Any such trans: be effected by the Escrow
Agent only if (a) the Escrow Agent shall have # : itten opinion from a nationally
ognized firm of certified public accountants that siich trafisaction will not cause the amount of
money @nd Securities in the Escrow Fuiid to be reduced below an amount sufficientto provide for
the full and timely payment of ptincipal of and interest on-the Refunded Bonds on the Date Fixed
for Redemption; and (b) the Escrow Agent shall have rece the ‘unqualified ‘written legal
opinion of nationally recognized bond counsel or tax counsel to the effect that such transaction
will not cause any of the Refunding Bonds or Refunded Bonds to be an “arbitrage bond” within
the meaning of Section 148 of the Internal Revenue Code of 1986, as amended or, if applicable,
Section 103(c) of the Internal Reveriue Code of 1954, as amended and (c) notice of such
transaction is provided to the rating agencies, if any, which have rated the Refunded Bonds. This
Section 4.2 shall not apply to purchases made putsuant to the securities purchase agreement.

At the written request of the
stated, the Escrow Agent shall utilize cash balances in-

Issuer, and upon complia

Article §, Applica‘tion of Cash Balances.
Section 5.1. In General.

Except as provided in Section 3.2 and 4.2 hereof, no withdrawals, transfers, or
reinvestment shall be made of cash balances in the Escrow Fund, Cash balances shall be held by
the Escrow Agent as cash and as cash balances as shown on the books and recoids of the Escrow
Agent and shall not be reinvested by the Escrow Agent.

Article 6. Redemption of Refunded Bonds,
Section 6.1, Call for Redemption.

The Issuer hereby irrevocably calls the Refunded Bonds for redemption on March 1,
2013.

Section 6.2. Notice of Redempﬁon.

The Escrow Agent agrees to give notice of the redemption of the Refunded Bonds on the
dates set forth above, pursuant to the terms of the R@ﬁmdgd.;BQnds and in substantially the form
attached heteto as Appendix A attached hereto. The Escrow Agent hereby acknowledges that

'p‘ritsvision satisfactory and acceptable to the Escrow Agent has been made for the giving of notice

of redemption of the Refunded Bonds.
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Article 7. Records and Reports.
Section 7.1. Records.

The Escrow Agent will keep books of record and account in which complete and accurate
entries shall be made of all transactions relating to the receipts, disbursements, allocations and
application of the money and Escrowed Securities deposited to the Escrow Fund and all proceeds
thereof, and such books shall be available for inspection during business hours and after
reasonable notice.

Section 7.2. Reports.

While this Agreement remains in effect, the Escrow Agent annually shall prepare and
send to the Issuer a written report summearizing all transactions relating to the Escrow Fund
during the preceding year, including, without limitation, credits to the Escrow Fund as a result of
interest payments on or maturities of the Escrowed Securities and transfers from the Escrow
Fund for payments on the Refunded Bonds and Refunding Bonds or otherwise, together with a
detailed statement of all Escrowed Securities and the cash balance on deposit in the Escrow Fund
as of the end of such period.

Article 8. Concerning the Paying Agents and Escrow Agent
Section 8.1. Representations.

_ The Escrow Agent hereby represents that it has all necessary power and authority to enter
into this Agreement and undertake the obligations and responsibilities imposed upon it herein,
and that it will carry out all of its obligations hereunder.

Section 8.2. Limitation on Liability.

The liability of the Escrow Agent to transfer funds for the payment of the principal of and
interest on the Refunded Bonds shall be limited to the proceeds of the Escrowed Securities and
the cash balances from time to time on deposit in the Escrow Fund. Notwithstanding any
provision contained herein to the contrary, the Escrow Agent shall have no liability whatsoever
for the insufficiency of funds from time to time in the Escrow Fund or any failure of the obligors
of the Escrowed Securities to make timely payment thereon, except for the obligation to notify
the Issuer promptly of any such occurrence.

The recitals herein and in the proceedings authorizing the Refunding Bonds shall be taken
as the statements of the Issuer and shall not be considered as made by, or imposing any
obligation or liability upon, the Escrow Agent.

EXHIBIT “D”
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The Escrow Agent is not a party to the proceedings authorizing the Refunding Bonds or
the Refunded Bonds and is not responsible for nor bound by any of the provisions thereof (except
to the extent that the Escrow Agent may be a place of payment and paying agent and/or a paying
agent/registrar therefor). In its capacity as Escrow Agent, it is agreed that the Escrow Agent need
look only to the terms and provisions of this Agreement. It is further agreed that the Escrow
Agent has no duties or obligations other than those specifically set forth in this Agreement and in
the Securities Purchase Agreement, -

The Escrow Agent makes no representations as to the value, conditions or sifficiency of
the Escrow Fund, or any part thereof, or as to the title of the Issuer theréto, or as 16 the security
afforded thereby or, hereby, and the Escrow Agent shall not incur any 11ab111ty ot respon51b111ty in
respect to any of such matters.

It is the intention of the parties hereto that the Escrow Agent shall never be required to
use or advance its own funds or otherwise incur personal financial liability in the performance of
any of its duties or the exercise of any of its rights and powers hereunder,

The Escrow Agent shall not be liable for any action taken or neglected to be taken by it in
good faith in any exercise of reasonable care and believed by it to be within the discretion or
power conferred upon it by this Agreement, nor shall the Escrow Agent be responsible for the
consequences of any error of judgment; and the Escrow Agent shall not be answerable except for
its own action, neglect or default, nor for any loss unless the same shall have been through its
negligence or want of good faith.

Unless it is specifically otherwise provided herein, the Escrow Agent has no duty to
determine or inquire into the happening or occurrence of any event or contingency or the
performance or failure of performance of the Issuer with respect to arrangements or contracts
with others, with the Escrow Agent’s sole duty hereunder being to safeguard the Escrow Fund, to
dispose of and deliver the same in accordance with this Agreement. If, however, the Escrow
Agent is called upon by the terms of this Agreement to determine the occurrence of any event or
contingency, the Escrow Agent shall be obligated, in making such determination, only to exercise
reasonable care and diligence, and in event of error in making such determination the Escrow
Agent shall be liable only for its own misconduct or its negligence. In determining the
occurrence of any such event or contingency the Escrow Agent may request from the Issuer or
any other person such reasonable additional evidence as the Escrow Agent in its discretion may
deem necessary to determine any fact relating to the occurrence of such event or-contingency, and
in this connection may make inquiries of, and consult with, among others, the Issuer at any time.

~
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Section 8.3. Compensation.

The Issuer shall pay to the Escrow Agent fees for performing the services hereunder and
for the expenses incurred or to be incurred by the Escrow Agent in the administration of this
Agreement pursuant to the terms of its fee schedule. The Escrow Agent hereby agrees that in no

~event shall it ever assert any claim or lien against the Escrow Fund for any fees for its services,
whether regular or extraordinary, as Escrow Agent, or in any other capacity, or for
reimbursement for any of its expenses as Escrow Agent or in any other capacity.

Section 8.4. Successor Escrow Agents.

If at any time the Escrow Agent or its legal successor or successors should become
unable, through operation or law or otherwise, to act as escrow agent hereunder, or if its property
and affairs shall be taken under the control of any state or federal court or administrative body -
because of - msolvency or bankruptcy or for any other reason, a vacancy shall forthwith exist in
the office of Escrow Agent hereunder. In such event the Issuer, by appropriate action, promptly
shall appoint an Escrow Agent to fill such vacancy. If no successor Escrow Agent shall have
been appomted by the Issuer within 60 days, a successor may be appointed by the owners of a
majority in pnnmpal amount -of the Refunded Bonds then outstanding by an instrument or’
instruments in writing filed with the Issuer; signed by such owners or by their duly authorized
attorneys-in-fact. If,ina proper case, no appointment of a successor. Escrow Agent shall be made
pursuant to the foregomg provisions of this section within three months after a vacancy shall
have occurred, the owner of any Refunded Bond may apply to any court of competent
jurisdiction to appoint:a successor Escrow Agent. Such-court may thereupon, after such notice, if
any, as it may deem proper, prescribe and appeint a successor Escrow Agent.

Any successor Escrow Agent shall be a corporation organized and doing business under
the laws of the United States or the State of Idaho, authorized under such laws to exercise
corporate trust powers, having a principal office and place of business in the State of Idaho -and
subJ ect to the supervision or examination by federal or state authority.

Any successor Escrow Agent shall execute, acknowledge and deliver to the Issuer and the
Escrow Agent an instrument accepting such appointment hereunder, and the Escrow Agent shall
execute and deliver an instrument transferring to such successor Escrow Agent, subject to the
terms of this Agreement, all the rights, powers and trusts of the Escrow Agent hereunder. Upon
- the request of any such successor Escrow Agent, the Issuer shall execute any and all instruments
in writing for:more fully and certainly vesting in and confirming to such successor Escrow Agent
all such rights, powers.and duties.

The obligations assumed by the Escrow Agent pursuant to this Agreement may be

transferred by the Escrow Agent to a succéssor Escrow Agent if (a) the Tequirements of this

EXHIBIT “D”
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Section 8.4 are satisfied; (b) the successor Escrow Agent has assumed all the obligations of the
Escrow Agent under this Agreement; and (c) all of the Escrowed Securities and money held by
the Escrow Agent pursuant to this Agreement have been duly transferred to such successor
Escrow Agent.

Article 9. Miscellaneous
Section 9.1. Notice.

Any notice, authorization, request, or demand required or permitted to be given hereunder
shall be in writing and shall be deemed to have been duly given when mailed by registered or
certified mail, postage prepaid addressed to the Issuer or the Escrow Agent at the address shown
on Exhibit A attached hereto. The United States Post Office registered or certified mail receipt
showing delivery of the aforesaid shall be conclusive evidence of the date and fact of delivery.
Any party hereto may change the address to which notices are to be delivered by giving to the
other parties not less than ten (10) days prior notice thereof.

Section 9.2. Termination of Responsibilities.

Upon the taking of all the actions as described herein by the Escrow Agent, the Escrow
Agent shall have no further obligations or responsibilities hereunder to the Issuer, the owners of
the Refunded Bonds or to any other person or persons in connection with this Agreement.

* Section 9.3. Binding Agreement.

This Agreement shall be binding upon the Issuer and the Escrow Agent and their
respective successors and legal representatives, and shall inure solely to the benefit of the owners
of the Refunded Bonds, the Issuer, the Escrow Agent and their respective successors and legal
representatives,

Section 9.4, Severability.

In case any one or more of the provisions contained in this Agreement shall for any
reason be held to be invalid, illegal or unenfotceable in any respect, such invalidity, illegality or
unenforceability shall not affect any other provisions of this Agreement, but this Agreement shall
be construed as if such invalid or illegal or unenforceable provision had never been contained
herein.

Section 9.5. Idaho Law Governs.

This Agreement shall be governed exclusively by the provisions hereof and by the
applicable laws of the State of Idaho.

EXHIBIT “D”
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Section 9.6. Time of the Essence.

Time shall be of the essence in the performance of obligations frorn time to time imposed
upon the Escrow Agent by this Agreement.

Section 9.7. Amendments.

This Agreement shall not be amended except to cure any ambiguity or formal defect or
omission in this Agreement. No amendment shall be effective unless the same shall be in writing
and signed by the parties thereto. No such amendment shall adversely affect the rights of the
holders of the Refunding Bonds or the Refunded Bonds. No- such amendment shall be made
without first receiving written confirmation from. the rating agencies, (1f any) which have rated
the Refunded Bonds that such administrative changes will not result in a withdrawal or reduction
of its rating then assigned to the Refunded Bonds. If this Agreement is amended, prior written
notice and copies of the proposed changes shall be given to the rating agencies which have rated
the Refunded Bonds.

EXECUTED as of the date first written above.

- CITY OF HAILEY

Blaine County, Idaho

ATTEST: | Mayor
~ City Clerk ' -

(SEAL) :

WELLS FARGO BANK, N.A.

as Escrow Agent

Authorized Officer
EXHIBIT “D”.
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EXHIBIT A
Addresses of the Issuer and Escrow Agerit

Issuer:

City of Hailey

115 Main Street South, Suite H
Hailey, Idaho 83333

Attention: City Treasurer

Escrow Agent:
Wells Fargo Bank, N.A.
Corporate Trust Department

1300 SW 5™ Avenue, 11" Floor
Portland, OR 97201
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EXHIBIT B
Description of the Refunded Bonds

(1)  City of Hailey, Blaine Coilnty? Idaho, Sewer Revenue Bonds, .,Ser.ies 2001, dated
April 17, 2001, maturing on and after September 1, 2013.
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_ EXHIBIT C
Schedule of Principal and Interest Due on Refunded Bonds

DATE PAYABLE PRINCIPAL INTEREST
March 1, 2013
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EXHIBIT D

Escrow Deposit
1. Cash $
IL. Other Obligations
TYPE OF ' ,
SECURITY MATURITY DATE PAR AMOUNT
SLG
i
i
|
|
1
J
1
}
J
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EXHIBIT E
Escrow Fund Cash Flow

[See Schedule B of Verification Report of
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APPENDIX A(1)
Notice of Redemption
City of Hailey
Blaine County, Idaho
Sewer Revenue Bonds, Series 2001

NOTICE IS HEREBY ‘GIVEN that the City of Hailey, Blaine County, Idaho, has called
for redemption on March 1, 2013, all of its then outstandmg City of Hailey Sewer Revenue
Bonds, Series 2001, maturing on and after September 1, 2015 (the “Bonds™).

The Bonds will be redeemed at a price of one hundred one percent (100%) of their
principal amount, plus interest accrued to March 1, 2013. The redemption price of the Bonds is
payable on presentation and surrender of the Bonds at the office of:

Wells Fargo Bank, N.A.
<<Paying Agent Address>>

Interest on all Bonds or portions thereof whmh are redeemed shall cease to accrue on
March 1, 2013.

The following Bonds are being redeemed:
PRINCIPAL
BOND NUMBER AMOUNT DATE OF MATURITY CUSIP NUMBER

By Order of the Clty of Hailey, Blaine County, Idaho
Wells Fargo Bank, N.A., as Paying Agent

Dated:
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Under the Interest and Dividend Tax Compliance Act of 1983, payor may be required to
withhold 31% of the redempuon price from any Bondowner who fails to provide to payor and
certify under penalties of ‘perjury, a correct taxpayer identifying number (employer identification
number or social security number, as: approprl ¢) or an exemption certificate on or before the
date the Bonds are presented for payment. Bondowners who wish to avoid the application of
these provisions should submit a completed Form W-9 when presenting theit Bonds.
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