RESOLUTION NO. 2016-02

A RESOLUTION RELATING TO THE CONSTRUCTION OF A
WASTEWATER COLLECTION, TRANSPORT AND
DISCHARGE SYSTEM BY THE GALLATIN GATEWAY
COUNTY WATER AND SEWER DISTRICT AND
AUTHORIZING AND DIRECTING THE ISSUANCE AND SALE
OF WASTEWATER REVENUE BONDS AND A WASTEWATER
SPECIAL ASSESSMENT BOND TO FINANCE AND PAY FOR A
PORTION OF THE COSTS OF THE FOREGOING,
PROVIDING THE TERMS OF THE BONDS AND CREATING
SPECIAL FUNDS AND ACCOUNTS AND PLEDGING CERTAIN
REVENUES AS THE SOURCES OF SECURITY AND
PAYMENT FOR REVENUE BONDS AND LEVYING SPECIAL
ASSESSMENTS FOR PAYMENT OF THE SPECIAL
ASSESSMENT BOND.

WHEREAS. the Gallatin Gateway County Water and Sewer District. Gallatin County,
Montana (the “District™ is a tounty watcr and sewer district, validly organized pursuant to Title
7, Chapter 13, Parts 22 and 23 and is located within the boundaries ol Gallatin County, a political
subdivision of the State of Montana (the “County™); and

WHEREAS, the District is authorized by law, including without limitation Title 7.
Chapter 13, Parts 22 and 23 Mont. Code Ann.. to construct and operate its wastewater collection,
treatment and discharge system (the “System™), to prescribe and collect [ees and charges [or the
services provided by the System, to issucs revenue bonds to finance and pay for a portion of the
costs of constructing improvements (o the System and obtaining rights to discharge wastewater
in the Four Comers Water and Sewer District’s treatment system for cventual treatment of the
District’s wastewater and establish other appropriate covenants and conditions with or for the
benefit of the holders of such bonds: and

WHEREAS, the United States Department of” Agriculture, Rural Development (“RD™)
through Rural Utilities Services ("RUS7), is authorized to make certain loans and grants to
political subdivisions of the States of Montana. | ncluding the District; and

WHEREAS. the District Board submitted to the clectors of the District the question of
whether the Board should be authorized to issue and scll revenue bonds of the District in an
aggregale principal amount of Eight Hundred Sixty-Three Thousand Dollars ($863,000)
payable over a term of up to forty (40) years for the purpose of funding a portion of the costs of
the design. construction, acquisition of property, cquipping and linancing of a public wastewater
collection, transportation and discharge system with sewage treatment for the benefit of all lands
within the District (the “Project™):; and



WIEREAS, pursuant to a duly conducted mail ballot election held on January 31, 2012,
by a vote of 51 for and 18 against, the voters ol the District approved the issuance of Revenuc
Bonds in the amount of approximately $863.000 to finance a portion of the Project; and

WHEREAS, the District passed its Resolution No. 12-04 which was a resolution of
intention o levy special assessments in the amount of $787,000 to finance a portion of the
Project. A notice of passage of such resolution and opportunity to protest was mailed to all
owners of real property in the District and was published in the Bozeman Daily Chronicle on
July 7. 2012 and July 14, 2012, and a hearing was held on August 6, 2012 at which time the
District Board considered there were no written protests ol the proposed levy and the Project
and determined that without writlen protests there was nothing to stop the creation of the special
assessment area or the levy of the special asscssments as proposed the District passed its
Resolution No. 12-05 creating the special assessment arca as all of the District; and

WHEREAS, the District determined, afler the near-by Four Corners County Water &
Sewer District (“Four Corners™) obtained ownership of a wastewater system with excess
capacily, that the District should change its approach and amend its plans and instead of creating
its own treatment system it would build lift stations and wastewater transportation mains (o Four
Corners and cnter into an agreement with Four Comers to have Four Corners treat the District’s
waslewater and the District would pay Four Corners for such treatment; and

WIHERFEAS, the District and Four Corners entered into an Interlocal Agreement for the
treatment by Four Comers of the District’s wastewater; and

WIIEREAS, the District has acquired, or will acquire, rights to construct the wastewater
collection system and the force main along Highway 191; and

WIIEREAS, the District cngineers have revised the Project budget and. on July 28.
2016, the District obtained a commitment from RD for of an additional $465.000 needed to
finance the revised Project budget and the District applied for and reccived such funding
through RD with $310.000 as a loan and $125,000 of additional grant; and

WHEREAS, the District has received grants for the Project as follows;

Treasure State Endowment Program Grant $750.000
Renewable Resources Girant $100.000
US.D.A. Rural Utilitics Services (RD) Original

Grant $1.815,000
U.S.D.A. Rural Utilities Services Search Grant $30.000
Water Resources Development Act Grant 595 $233.000
Water Resources Development Act Grant 595-2 $190,000
Communily Development Block Grant $450.000
U.S.D.A. Rural Utilitics Services Additional Grant $125.000

;and



WHEREAS, the District has received loan commitments for the Project as follows:
U.5.D.A purchase of a $787,000 Wastewater Special Assessment Bond, payablc over 40 years;
U.S.D.A purchase of a $863.000 voter approved Wastewater Revenue Bond. payable over 40
years; and a U.S.D.A purchase of a $310,000 Wastewater Revenue Bond (not required 10 have
voter approval), payable over 40 years: and

WHEREAS, Scction 7-13-2280 through 2290, M.C.A. authorize the District to issue
special assessment bonds ol the District and Section 7-13-2333. MCA authorizes the District is
issuc revenue honds and special assessment bonds without an election under certain conditions;
and

WHEREAS, Section 7-13-2301, M.C.A. authorizes the District to charge a portion of the
District’s rates and charges for the Project: and

WHEREAS, the Board has determined that il is in the best interest of the District that
special assessment bonds in the estimated principal amount of $787.000 be issucd to finance a
portion of the Project, which Series B Bond will have a term of up to 40 years and will be payable
from special asscssments 1o be levied annually against each benefitted lot or parcel in the District
in an equal amount pursuant to Section 7-13-2280 and 7-12-215 1(d). M.C.A.; and

WIEREAS, the Board has determined it is in the best interest of the District that revenue
bonds, in (he estimated principal amount of $863,000 for the Scries A Bond and $310,000 Scrics
C Bond. be issued to finance a portion of the Project with such revenue bonds paid from
District’s rates and charges: and

WHEREAS, for the purposcs described above, the Board of Directors of the District now
desires to adopt this Resolution, as permitted by law, authorizing and directing the construction
of the Project as described herein, the issuance of revenue bonds payable out of the revenucs of
the Wastewater System and special assessment bonds payable from special assessments levied
against cach parcel in the District to finance a portion of the cost of such Project, and the sale of
such Bonds to RD.

NOW, THEREFORE. BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
GALLATIN GATEWAY COUNTY WATER AND SEWER  DISTRICT, GALIATIN
COUNTY, STATE OF MONTANA, AS FOLLOWS:

ARTICLE I - DEFINITIONS

Section 1.01. Definitions. In this Resolution. unless a different meaning clearly
appears from the context;

“Act™ means the Title 7, Chapter 13. Parts 22 and 23. Montana Code Annotated as amended.

“Bond™ or “Bonds™ means the $863,000 Gallatin Gateway County Water and Sewer District
Wastewater System Revenue Bond, Scrics 2016A, the $787.000 Gallatin Gateway County Water
and Sewer System Special Assessment Bond, Scries 2016B and the $310.000 Gallatin Gateway
County Water and Sewer District Wastewater System Revenuc Bond, Serics 2016C Bond and
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any other Bonds issucd pursuant to this Resolution to further improve or repair the System. If
the year in which the Bonds arc issued is anything other than 2016, then the designation of the
vear of the Bond will be the year issucd.

“Bondholder™ or “Holder” means any person or entity listed in the registration books of the
District Secrelary as the holder of a Bond pursuant to Section 3.06 of this Resolution, regardless
of whether such Bondholder holds the Bond for his own account or as a fiduciary for another
person.

“Bond Repayment Reserve Account™ means the account crealed by the District in the
Wastewater System Fund pursuant to Section 4.01 of this Resolution and treated in the manner
described in Sections 4.05 and 5.04 of this Resolution.

“CDBG™ means the Montana Department of Commerce Community Development Block Grant
Program.

“Construction and Acquisition Account” mecans the account created by (he District in the
Wastewater System Fund pursuant to Section 4.01 of this Resolution and treated in the Manner
described in Section 5,02 of this Resolution.

“Datc of Closing™ means the datc on which a Bond is sold and delivered by the District to Rural
Development.

“Defeasance™ means any manner of advance refunding of a bond (as described in Section 149(d)
of the IRC and Section 1780.94 (j4) of RI)'s regulations) where the bond to be refunded is not
paid in full at the refunding date but instead paid off over time through escrowed funds from the
proceeds of the refunding.

“District” means the Gallatin Gateway County Water and Sewer District, Gallatin County,
Montana.

“District Secretary” means the Sceretary of the Gallatin Gateway County Waler and Sewer
District, Gallatin County, Montana,

“Four Corners™ means the Four Corners County Water and Sewer District located in Gallatin
County about three miles north of the District.

“(ioverning Body™ means the Board of Directors of the District,

“Gross Revenucs™ include, without limitation, all gross income and receipts, (a) from the rates,
fees. charges and rentals imposed on account of the availability, benefit or use of the System as
now constituted or herealter improved, replaced or extended; (b) from penaltics and interest on
such rates, charges, fees and rentals; () from Judgments, orders, executions, foreclosures, and
settlements in proceedings to collect delinguent payments for usc of the System; (d) from sales
of property acquired for the System: (¢) deficiency taxes levied and received pursuant to Scction
7-13-2302, MCA: and (f) from the investment of any of the foregoing,



“Interlocal Agreement™ means the agreement between the District and Four Corners originally
dated February 16, 2016, conceming the acceptance and treatment of wastewaler from the
District by Four Corners and the charges therefore,

“IRC” means the Internal Revenue Code of 1986, as amended.

“Monthly Apportionment” means the monthly transfers of money between the accounts created
pursuant to this Resolution made pursuant to and in the manner prescribed by Scction 5.04 of
this Resolution.

“Nationally Recognized Bond Counscl™ means a firm of altomneys of nationally recognized
standing in the field of municipal law whose opinions arc generally accepted by purchasers of
municipal bonds.

“Net Proceeds™ means the amount received by the District as a result of the sale of the Bond,
after any deduction for any amount deposited into the Bond Repayment Reserve Account
referenced in Section 4.05 but without deduction for any costs incurred by the District except as
previously authorized in writing by RI).

“Net Revenues™ means, for any period of time. the excess of Gross Revenues over Operuling
Fxpenses ol the System,

“Operating and Maintenance Account”™ means the account created by the District in the
Wastewater System Fund pursuant to Section 4.01 of this Resolution and treated in the manner
described in Section 4.03 and 5.04 of this Resolution.

“Operating Expenses™ include, without limitation, the reasonable and nceessary administrative
expenscs of the District relating solely to the System. the costs of the audits and financial reports
required by this Resolution; the treatment and other charges authorized under the Interlocal
Agreement; the premiums for insurance and fidelity bonds obtained in connection with the
property or operation of the System; the costs of labor, materials, and supplics used for current
operalion and maintenance of the System; the charges for the accumulation of appropriate
reserves, in accordance with sound accounting practices, for the current cxpenses of operating
and maintaining the System; lcgal fees: and all other current expenses, whether paid or acerued,
of operaling, maintaining, and repairing the System. Operating Expenscs shall not include any
allowance for depreciation or replacement of capital assets of the System.

“Permitted Investments™ means the obligations sel forth in Section 5.08 of this Resolution that
may be purchased with Wastewater System Fund moneys.

“Project” means the design. construction, acquisition of property, equipping and financing of a
public wastewater collection, trunsportation and discharge system with scwage treatment provided
by Four Corners.



capital costs of the Project, and of such future improvements and extensions of the System as
may be authorized in accordance with law and this Resolution. Project Costs shall includc, but
arc not limited to: payments due for work and materials performed and delivered under
construction  contracts: architectural, engineering.  contract administration. inspection,
supervision, fiscal, and legal expenses; the costs of acquiring land and eascments or other
interests in land: the costs of acquiring and installing equipment in connection with the Project;
debt service on interim financing during the period of construction of the Project: reimbursement
ol any advances made for the foregoing purpose from other District funds and all other expenscs
incurred in connection with the construction and financing of the Project.

“RD™ mcans the United States Department of Agriculture, Rural Devclopment and Ruyral
Utilities Scrvices, their successors and assigns.

“Rebate Amount™ means the amount calculated pursuant to Scetion 5.10 of this Resolution
ICprescnting excess investment eamnings which must be rebated to the United States Treasury,

“Revenue Bond Repaymenl Account” means the account created by the District in the
Wastewater System Fund pursuant to Section 4,01 of this Resolution and treated in the manner
described in Scetions 4.04 and 5.04 of this Resolution.

“"Revenue Bonds™ means the Scries 2016A and C Bonds and other Bonds i1ssued under this
Resolution payable from the Net Revenues of the System.

“Series 2016 Bonds™ means, collectively, the Serics 2016A, B and C Bonds. If such Bonds are
issued in a calendar year other than 216. then each such Bond will bear the Scries designation of
the calendar year in which it is issued.

“Series 2016A Bond”™ mcans the 3X%63.000 Gallatin Gateway County Water and Scwer District,
Wastewater System Revenue Bond, issued under a successful clection of the voters on Junuary
31,2012,

“Serics 2016B Bond™ meuns the $787.000 Gallatin Gateway County Water and Sewer District,

Wastewaler System Special Assessment Bond, which is issued without an clection pursuant to
Section 7-13-2333, MCA.

7-13-2333, MCA.
“Short-lived Assct Replacement Reserve Account™ means the account created by the District in

the Wastewater System Fund pursuant to Section 4.01 of this Resolution and (rcated in the
manner described in Sections 4.06 and 5.04 of this Resolution.
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“Special Asscssments™ means the asscssments to be levied annually by the District and collected
through Gallatin County with taxes for the payment of the principal of and intercst on the Serics
2016 B Bond.

“Special Assessment Bond Repayment Account” means the account created by the District in the
Wastewater System Fund pursuant to Section 4.01 of this Resolution and treated in the manner
described in Section 4.08 and 5,04 of this Resolution.

“Supplemental Resolution™ means a resolution adopled by the District pursuant to Article X of
this Resolution.

“Surplus Account™ means the account created by the District pursuant  Section 4.01 hereof in
the Wastewater System Fund and treated in the manner described in Scctions 4.07 and 5.04 of
this Resolution.

“Surplus Net Revenues” means net revenues available afler the Monthly Apportionment (o
salisfy the requirements of the Revenue Bond Repayment Account and the Bond Repayment
Reserve Account.

“Syslem™ means the Wastewater System of the District.

“Wastewater System Fund” means the fund created by the District pursuant to Section 4.0] of
this Resolution.

In addition to the loregoing definitions, other terms are defined or described in
subsequent seclions or subsections of this Resolution and shall, unlcss the contexl otherwise
requires, have those same meanings at all places in this Resolution and in relaled documents
where those terms appear,

ARTICLE Il - AUTHORIZATION OF PROJECT

Scction 2.01 Authorization for the Project. The District held an clection on
January 31, 2012, and the volers in the District voted by a margin of 51 10 18 to approve the
issuance of revenue bonds of up to $863.000 to pay a portion the estimated Projeet Costs of the
System.

The election authorized the issuance of the Scries 2016A Bond payable over 40 years by
rates and charges of the System and. if Net Revenues are not sufficient for paymenl of the Series
2016A Bond. the District is authorized to dircet Gallatin County to collect a wastewaler sysiem
deficiency tax to the extent of the deficiency, as provided in Section 7-13-2302, MCA. The
District did not have an election to authorize the up to $310,000 Scries 2016C Bond, but the
District Board is authorized (o issuc the Scries 2016C Bond and the Series 201613 Bonds without
an election pursuant to Section 7-13-2333, MCA, and such bonds will not be sccured by the
deficiency levy described in Section 7-13-2302, MCA. The Board hereby determines that the
Series 20168 and C Bonds are issued so that principal and interest due in any ycar on such
Bonds will be paid by revenues received in that year (for the Series 2016C Bond) as estimated by



the Board and assessments cstimated by the Board (o be collected on the Series 2016B Bond 10
be received in that year. The Board also has determined that the fingl maturity of the Scries
2016B and C Bonds is not later than 40 ycars after issued or the useful life of the Project as
determined by the Board.

Section 2.02 Outstanding Wastewater System Bonds. The District currently has no
bonds outstanding.

Section 2.03 Ratification and Repealer. (1) All actions herctofore taken by the
District or its officers and agents toward the acquisition and financing of the Project and the

arg hereby ratified, approved and conlirmed.

Section 2.04  Approval of Project. All expenditures for Project Cosls and obligations
therefor, made or incurred by District officials in the course of their dutics prior to the date of
this Resolution are hereby ratificd and confirmed. 1t is presently estimated by the Governing
Body that the Project Costs will be as follows:

County Health Fees $8,900
Project Administration $43.470
County Administration $32,500
LMI Qualification Services $13.400
Legal Costs 349,800
Interlocal Agreement legal fees $4.200
Audit Fees $5.000
Imitial Q&M $10,000
Interim Interest $30.000
Bond/Related Costs $24.706
Land Acquisition $208.264
Studyf’Repon/l’rcliminary Design $321,156
EA Amendment $8.000
Engineering/Architcctural Design $380,084
Construction Engincering Services $269.842
Four Corners Connectlion Fee $540.000
Construction $3.029.658



Contingency $351.883
Dircet Benefit portion of CDBG grant $312.137

$5.643.000
The District expects o pay the Project Costs from the following sources of funds:



RD Loan (Serics 2016A Bond) $863.000

RD Loan (Series 2016B Bond) $787.000
RD Loan (Series 2016C Bond) $310,000
TSEP Grant $750.000
RRGL Grant $100,000
WRDA Grants 595 & 595.2 $413.000
CDBG Grant $450.000
RD Supplemental Grant $125,000
RD Original Grant $1.815,000
RD Search Grant $30,000

$5,643,000

Section 2.05 Compliance with Laws. The construction, operation, and
maintenance of the Project and the procurement of prolessional services, construction scrvices
and construction materials shall be undertaken and performed in accordance with all applicable
federal, state and local statutes, regulations and ordinances including. but not limited to, Section
504 of the Rehabilitation Act of 1978 (29 U.S.C. 794).

Section 2.06 Benefit, Rates and Charges. The lands within the District, which are
benefitted by construction of the Project, are all of the lands within the District. The total benefit
conferred on such lands is not less than $1,960,000 of which. the total benefit incurred on all the
bencfitted properties by the Special Assessments is $787.000, The District will impose
reasonable rates and charges for the availability and usc of the System which will, based upon
the reasonable estimates and projections of the District's consulling engineer, be sufTicient to pay
all expenses of operation and maintenance. to provide for depreciation and repairs of the System,
to pay installments of principal and interest on the Revenue Bonds when due and to build and
maintain the required reserves as set forth herein,

Scction 2.07 Reimbursement of Expenditures. The Internal Revenue Service has issucd
Section 1.150-2 of the Treasury Regulations (the “Regulations™) dealing with the issuance of tax-
exempt bonds, all or a portion of the proceeds of which are o be used to reimburse the issuer for
the project expenditurcs made by the issuer prior to the date of issuance of such bonds. The
Regulations gencrally require that, excepl for preliminary expenditures of not more than 20% of
the Project Costs for such things as cngineering. surveying and soil testing, the issucr make a
declaration (no later than 60 days after payment of the original expenditures) of its official intent
to reimburse itself for such expenditures out of the proceeds of a subsequently issued borrowing,
that the borrowing oceur and the reimbursement allocation be made [rom the procceds of such
borrowing within eighteen months of the original expenditure or the date the project is placed in
serviee, and that the expenditure be a capital expenditure or cost of issuance. The District desires
lo comply with the Regulations in the acquisition of the Project. The District does not expect to
reimburse itself from Bond Proceeds for any of its prior expenditures. However, if it does so
reimhurse itsclf, then all reimbursed expenditures shall be expenditures authorized 1o bhe
reimbursed by Section 1.150-2 of the Regulations.

ARTICLE IIT - AUTHORIZATION AND TERMS OF SERIES 2016 BONDS
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Section 3.01 Authorization, Issuance and Sale of Series 2016 Bonds. Pursuant to the
Act and in order to provide a portion of the moneys for the Project. the Governing Body of the
District hereby authorizes the issuance and sale of the Series 2016A, B and C Bonds to RD as the
original purchaser upon the terms and conditions stated hercin.

The Series 2016A and C Bonds shall be limited obligations of the District payvable from
the Net Revenues of the System (the Scrics 2016A Bond shall also be payable as described in
Section 3.15), shall be issued and initially sold to RD in the aggregate principal amount of
$863.000 for the Series A Bond and $310.000 for the Series C Bond. and each shall have a term
ol 40 years. The Scrics 20168 Bond shall be a limited obligation of the District in the principal
amount of $787,000 payable from the Special Asscssments over a term of 40 years.

Section 3.02 Interest Rate. The Series 2016A. B and C Bonds shall cach bear interest
from their datc at the rate permitted and agreed by the District and RD on the unpaid principal
balance thereof. The interest rate permitted and agreed shall be the lower of the rate in effect at
the time of loan approval by RD (1.625%) or at the Date of Closing. The calculations of
payments on the Scrics 2016 Bonds set forth herein are based on an interest rates referenced
above with a 40 year term. Intcrest is calculated on the basis of a 363 day year.

Section 3,03 Payment Schedule. The principal of and interest on the Scrics 2016A
and C Bonds shall be payable in monthly installments with the first installment duc one month
from the date of the Date of Closing and the remaining payments due on the samc day each
month thereafter during the remaining term of the Series 2016A and C Bonds until the principal
of and interest on the Scrics 2016A and C Bonds have been paid in full. Principal and interest
payments, which are presently estimated to be in the amount of $2.451 for the Series 2016A
Bond and $881 for the Series 2016C Bond, based on interes at the rate of one and five-eighths
pereent (1.625%) per annum, shall be paid on the monthly installment dates for the remaining
term of the Scrics 2016A and C Bonds. The final monthly installment may be in such lesser or
greater amount as is necessary (o pay the halance of principal and interest then remaining due,

The principal of and intcrest on the Series 2016B Bond shall be payable in scmi-annual
installments with the first installment duc six months from the date of the Datc of Closing and
the remaining payments due semi-annually thereafier during the remaining term of the Series
2016B Bond until the principal of and interest on the Series 20168 Bond has been paid in lfull.
Principal and interest payments, which are presently estimated to be in the amount of $13,419,
based on interest al the rate of one and five-eighths percent (1.625%) per annum, shall be paid on
the semi-annually installment dates for the remaining term of the Scries 20168 Bond. The final
semi-annual installment may be in such lesser or greater amount as is neeessary to pay the
balance of principal and interest then remaining due. Prepayments of the Series 2068 Bond, as
described in Section 3.05, will result in a reamortization of the Series 2016B Bond and a reduced
pavment over the same term.

Section 3.04 Payments Duc on Saturdays, Sundays and Holidays.  In any case in

which the date on which an installment payment is due shall be a Saturday. a Sunday. a legal
holiday. or a day on which banking institutions are authorized by law to close, then such
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installment payment need not be made on such date. but may be made on the next business day
that is not a Saturday, a Sunday, a lcgal holiday, or a day on which banking institutions are
authorized by law to close, with the same force and effect as if made on the date on which the
installment payment was due. No penalty shall attach to a payment made pursuant to this

provision.

Section 3.05 Prepayment and Redemption. The District may at any time prepay
all or any part of the principal plus accrued interest on the Scrics 2016 Bonds. Any such
prepayment may be made without penalty or premium. Any prepayment on the Scries 2016A
and C Bonds shall be identilicd as such, shall be applied first to accrued interest and then to
unpaid principal. and shall not extend or postpone the due date of any subsequent installment
payments on the Series 2016A and C Bonds. Since the principal of any Special Asscssment that
1s not delinquent may be prepaid in whole at any time afier the Special Assessment is levied as
provided in Section 7-13-2287, MCA, and, as intended to occur with qualifying low to moderate
income uscrs of the System through CDBG direct pay grant funds, a prepayment of the Serics
2016B Bond will result in reduced futurc installment payments on the Series 2016B Bond. to
reflect a reamortization of the remaining principal and a reduced total amount of Special
Assessments available to make the Scrics 201683 Bond payment. while the term of the Series
2016B Bond will remain the same. In the event of such prepayment of the Scrics 20163 Bond.
advance notice will be given to RD and a replacement bond reflecting the revised amortization
will be provided to RD by the District.

Section 3.06 Negotiability, Transfer and Registration. The Series 2016 Bonds shall
be fully registered as to both principal and interest, and shall be initially registered in the name of
and payable to the United States of America at the RD National Finance Office. The Series 2016
Bonds shall be negotiable, subject to the provisions for registration and transfer contained in this
Section. No transfer of the Serics 2016 Bonds shall be valid unless and until (1) the Bondholder,
or his duly authorized attorncy or legal representative, has exccuted the form of assignment
appearing on the Series 2016 Bonds. and (2) the District Secretary, as Bond Registrar, has duly
noted the transfer on the Series 2016 Bonds and recorded the transfer on the Seerctarv’s
registration books. The District Secretary may, prior to noting and recording the transfer, require
appropriate proof ol the transferor’s authority and the genuineness ol the transferor's signaturc,
Tn the event that the District adopts or amends a system of registration as provided in Sections
17-5-1101 through 1123, MCA, such system and any amendments thereto shall be applicable 10
the Scries 2016 Bonds except to the extent that such system is inconsistent with this Resolution,
in which event the terms of this Resolution shall take precedence. The District shall be entitled
to deem and treat the person in whose name a Series 2016 Bond is registered us the absolute
owner of the Series 2016 Bonds for all purposes. notwithstanding any notice Lo the contrary, and
all payments to the registered holder shall be valid and effectual 1o satisty and discharge (he
District’s liability upon such Series 2016 Bonds to the extent of the sum or Sums so paid.

Section 3.07 FExecution.  The Scrics 2016 Bonds shall be executed on behalf of the
District by the manual signature of the President of the Board of Dircctors of the District and
shall be manually countersigned by the Secretary. Any or all of such signatures may be alfixed
at or prior to the Date of Closing. In the event that any of the officers who have signed the Series
2016 Bonds cease to be officers of the District before the Series 2016 Bonds are issucd or



delivered, their signatures shall remain binding upon the District. Conversely, the Series 2016
Bonds may be signed by an authorized official who did not hold such office on the date of this
Resolution.

Section 3.08 Delivery, The Serics 2016 Bonds shall be delivered to RD. or its
attorney or legal representative on or before the Date of Closing. 'The purchase price of the
Series 2016 Bonds shall be not less than the principal amount thercof plus any interest accruing
on the Series 2016 Bonds from its datc to the Date of Closing.

Section 3.09  Seccurity. The Scries 2016 Bonds shall be paid solcly from the
Waslewater System Fund. to which [und are pledged the Net Revenues gencrated by the Systcm
and the Special Asscssments. The Scries 2016A Bond is additionally sccured by the deficiency
tax levy described in Section 3.10.

Section 3.10 Deficiency Tax Levy. The Series 2016A Bond is being issucd
pursuant to a successful election authorizing a deficiency tax levy. Pursuant to Section 7-13-
2302, MCA. at least fificen days before the first month in which the Board of County
Commissioners of Gallatin County is required by law to levy taxes for county purposcs. the
Board of Directors shall review the sufficiency of the amount of moneys requircd of the District
to pay the Scrics 2016A Bond. If the amount of moneys required of the District is then estimated
1o be inadequate 10 pay such obligation. maintain required reserves or pay the other claims, and
expenses against the District, the Board of Directors, in accordance with Scction 7-13-2302,
MCA, shall estimate in writing the amount necessary for such purposes to be levied and
collected in the manner prescribed in Scction 7-13-2303 and 7-13-2309. MCA. The cstimate
shall include the amount of the deficiency for such to arise during the current fiscal ycar. The
proceeds of the levy shall be credited and paid into the appropriate account of he Borrower in
which the existing or anticipated deficiency occurred, il and to the extent that the levy was made
for claims properly pavable therefrom.

Section 3.11 Prioritics.  The Serics 2016A and C Bonds shall be sccured by and
payable out of the Net Revenues of the System without preference or priorily over Parity
Revenue Bonds as described in Seclion 6.01 hereol. If at any time the Net Revenucs on hand in
the Wastewater System Fund arc insuflicient to pay the principal and interest then due on the
Series 2016A and C Bonds and any Parity Revenue Bonds issued under this Resolution, any and
all moneys then available shall be applied to payments then due and overdue in order off the duc
dates of such payments (carlicr-due payments being made before later-duc payments), and if
available moneys are insufficient (o make all payments due on the same date, such moneys shall
be applied pro rala first to accrucd interest and then to principal.

Section 3.12 Levy of Special Assessments. The District will do all acts and
things necessary for the final and valid levy of the Speeial Assessments upon the bencfited
property within the boundaries of the District in accordance with the Constitution and laws of the
State of Montana and the Constitution of the United States in an aggregate principal amount of
$787,000, as such may be reduced in accordance with the provisions hercof.  Such Special
Assessments shall be levied on the basis of an cqual amount per parcel as preseribed in
Resolution No. 12-04 and 12-05. The total Special Assessment per parcel is $5.917.29



($787.000 divided by 133 parcels). If the number of benefited lots in the District increases, then,
pursuant lo Scction 7-13-2280 and 7-12-2151(4), MCA. the Board shall recalculate the amount
assessable to each parcel and provide a resolution concerning such reassessment 1o the County.
The initial annual special asscssment was estimated to be $297.55. The annual amount levied
per lot listed in Resolution No. 12-05 will be $201.79 based on the interest rales described in
Section 3.03, which the Board hereby levies, provided however, the levy amount will not be
placed on the County tax rolls until after the Series 2016B Bond is issued.

As authorized by Section 7-13-2287(2). MCA. the Special Asscssments shall be payable
in equal semi-annual installments of principal and interest. After the Series 20168 Bond is
issucd. the Special Asscssments will be payablc in installments on the 30th day of November and
on the 31st day of May. and shall become delinquent on such dates unless paid in full. The
payment duc on any installment datc shall be the amount ncecssary to amortize, over the
remaining years of the 40-year term in equal semi-annual payments, the principal amount of the
asscssment, together with interest to accrue thereon over said term at the interest rate thereon:
provided thal the amount of each such installment shall be adjusted cach fiscal vear o an amount
equal lo the amount necessary to amortize (ully the then outstanding principal amount of the
asscssments (excluding any delinquent amounts). plus interest acerued at the interest rate on the
assessments in the number of installments then remaining. The Special Assessments shall
constitute a licn upon and against the property against which they are made and levied, which
lien may be extinguished only by payment of the Special Assessment with all penalties, costs and
interest as provided in Section 7-13-2289, MCA. No tax deed issued with respect 10 any lot or
parcel of land shall operate as payment of any installment of the Special Assessment thereon
which is payable alicr the execution of such deed. and any tax deed so issued shall convey title
subject only to the lien of said future installments, as provided in Section 15-1 8-214, MCA.

Section 3.13 Recassessment. If at any time and for whatever rcason any Special
Assessment herein agreed to be levied is held invalid, the District and its governing body, ils
officers and employees, will take all steps necessary to correct the same and to reassess and re-
levy the same, including the ordering of work, with the same force and effect as if made at the
time provided by law, ordinance or resolution relating thereto, and will reassess and re-levy the
samc with the same force and effect as an original levy thereof, as authorized by Section 7-13-
2285. MCA. Any Special Assessment, or reassessment or re-levy shall, so far as is practicable,
be levied and collected as it would have been if the first levy had been enforced including the
levy and collection of any interest accrued on the first levy.

Section 3.14 Form of Revenue Bonds.  The Series 2016A and C Bonds shall be in
substantially the following forms (with appropriate insertions for dates and amounts as described
above and a description of Scction 3.10 for the Scries 2016A Bond):

UNITED STATES OF AMERICA
STATE OF MONTANA
GALLATIN GATEWAY COUNTY WATER AND SEWER DISTRICT
Gallatin County. Montana
Wastewater System Revenuc Bond
Scries 2016__



R-1 $ 000

KNOW ALL PERSONS BY THESE PRESENTS: The Gallatin Gateway County Water
and Scwer District (the “District™), a duly organized political subdivision of the State of
Montana, acknowledges itself to be indebted to and for value received promises o pay lo the
order ol'the United States of America, or its registered assignee, at the U.S.D.A. Rural Utilitics
Services National Finance Office, solely from the Revenue Bond Repayment Account of the
District’s Wastewater System Fund, the principal sum of Thousand and No/100
Dollars (§  .000). plus interest from the date hercofl at the rate of onc and five-cighths
percent (1.625%) per annum on the unpaid balance for the Bond's total term of 40 years.
Principal and intcrest in the amount of ($ ) shall be paid on the  day
of cach month, beginning . 20, and cach month thereafter for the 40 year term of
the Bond. The final monthly installment may be in such lesser or greater amount as is necessary
to pay the balance of principal and interest then remaining due. Interest is computed on the basis
of a 365 day year. Such installment payments shall be made by check or draft mailed to the
registered holder of this Bond. at its address as it appears on the Bond register, in lawful moncy
of the United States of America or payments may be made clectronically by preauthorized debit
arrangexd lor the benefit of the Registered Owner of the Bond.

This Bond has been issued pursuant to and in full conformity with the constitution and
laws of the Statc of Montana. including without limitation Title 7, Chapler 13, Parls 22 and 23 of
the Montana Code Annotated, and in accordance with Resolution No. of the District,
duly adopted on . 2016, (thc “Resolution™). Reference is hereby made to the
Resolution for a description of the terms and conditions other than those herein, upon which this
Bond is issued and sccured.,

The Bond has been issued [or the purpose of providing part of the funds necessary to pay
the costs of designing. constructing, cquipping and financing the Wastewater System of the
District (the “Project™). The principal of and interest on the Bond is payable from the Net
Revenues of the System as defined in the Resolution [provided, however, for the Series 2016A
Bond. if, from any cause. Nel Revenues of the System are inadequate o pay the principal hereol
and interest hercon when due, the Board of Dircclors of the District is required by law to
estimate to the Board of County Commissioners of Gallatin County. Montana. the amount
required for such purposes and the Board of County Commissioners must thereupon levy upon
lands in the District benefitted by the Project funded in part by the Bond, exclusive of exempt
lands. an assessment designated as a “wastewater district bond tax™ in an amount sufficient to
provide for such deficiency but not exceeding such benefit.]

The District may at any time prepay all or any part of the principal, plus accrued interest
on the Bond. Any such prepayment may be made without penally or premium. Any prepayment
shall be identified as such, shall be applied first to accrued interest and then to unpaid principal.
and shall not extend or postpone the due date of any subscquent installment payment on the
Bond.
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The District has duly authorized and will forthwith acquire and finance the Project as
defined in the Resolution. The District will establish and collect reasonable rates and charges for
the services afforded by the System of which the Project is a part, and has crealed a Wastewater
System Fund into which the Gross Revenues of the System, including all revenues from
additions, replacements and improvements to the System subscquently constructed or acquired,
will be paid. The Wastewater System Fund includes a Revenue Bond Repayment Account, into
which there shall each month be credited. out of the Net Revenues of the System then on hand,
amounts sufficient, with similar credits from prior and subscquent months, 1o meet all payments
of principal of'and interest on the Bond as they become due. The Wastewater System FFund also
includes a Bond Repayment Reserve Account, into which account there shall each month be
credited out of the remaining Net Revenues of the System ten percent of the annual Bond
payment as provided in the Resolution to establish within ten years from the date hereof and
maintain therein a reserve in an amount equal to the annual payment of principal and interest
due on the Bonds issucd under the Resolution, to be used only to pay the principal of and interest
on the Bonds as such principal and interest become duc. The Wastewater System Fund also
includes a Short-lived Assel Replacement Reserve Subaccount within the Replacement and
Depreciations Account, into which Subaccount shall be credited $5.400 annually for the term of
the Bond for the replacement of short-lived assets. Rates and charges for the use ol the System
will be made from time to time in amounts sufficient to provide for the prompt payment of the
reasonable and current expenses of operation and maintenance of the System and to producc Net
Revenues, in excess of such expenses. sufficient 1o pay the principal ol and intcrest on the Bonds
and any additional Bond herealicr issucd and made payable from said Net Revenucs. The
revenues of the System will also be kept sufficient lo provide for the replacement of the System
as it deteriorates. Fxcept in so far as parity Bonds are authorized in the Resolution, no obligation
will be incurred and made payable from the Net Revenues of the System, unlcss the lien thereof
shall be made expressly subordinate 1o the licn of the Bond on such Net Revenues.

It is hercby certified that all acts. conditions, and things required by law, resolution, or
agreement (o be done or Lo have happened prior to or in connection with the issuance of the Bond
have been donc or have happened. and that the issuance of the Bond docs not violate any
conslilutional or statutory limitation on bonded indebtedness.

IN WITNESS WHEREOQF, the District, acting by and through its Board of Directors, has
caused this Bond to be execuled on its behall by the signature of the President and countersigned
by the signature of the Sccretary of the District, and has caused this Bond to be dated as of

. 2016.

SAMPLE

President
Countersigned:

SAMPLE

Secretary

1A



REGISTRATION AND TRANSFER

This Bond shall be [ully registered as to both principal and interest. No transfer of this
Bond shall be valid unless and until (1) the registered holder of the Bond. or his duly authorized
attorney or legal representative, executes the form of assignment appearing on this Bond, and (2)
the District Secretary, as bond registrar, has duly noted the transfer on the Bond and recorded the
transler on the Scerctary's registration books. The District shall be entitled to deem and treat the
pcrson in whose name a Bond is registered as absolute owner thereof for all purposes,
notwithstanding any notice (o the contrary. Payments on account of the Bond shall be made only
to the order of the registered holder thereof, and all such payments shall be valid and cffectual to
satisfy and discharge the District's liability upon the Bond to the extent of the sum or sums so
paid.

THE FOLLOWING ENTRIES ARE TO BE MADE ONLY BY THE BOND REGISTRAR
UPON REGISTRATION OF EACIH TRANSFER

The District Secretary of the GALLATIN GATEWAY COUNTY WATER AND
SEWER DISTRICT, Gallatin County, Montana, acting as registrar for this Bond. has transferred,
on the books of the District. on the date last noted below, ownership of the principal amount of
and the accrued interest on the Bond 1o the new registered holder noted next to such date, excepl
amounts ol principal and interest theretofore paid.

Namc of ncw Signaturc of
Date of Transfer Registered | lolder Bond Registrar

Section 3.15 Form of the Special Assessment Bond.  The Scries 2016B Bond shall
be in substantially the following form (with appropriatc inscrtions for datcs and amounts as
described above);

UNITED STATES OF AMERICA
STATE OF MONTANA
GALLATIN GATEWAY COUNTY WATER AND SEWER DISTRICT
Gallatin County, Montana
Wastewater System Special Assessment Bond
Series 20168

R-1 $787.000
KNOW ALL PERSONS BY THESE PRESENTS: The Gallatin Gateway County Water
and Sewer District (the “District™). a duly organized political subdivision of the State of

Montana, acknowledges itsclf to be indebted to and lor value received promises 1o pay to the
order of the United States of America, or its registered assignee, at the U.S.D.A. Rural Utilitics
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Services National Finance Office, solely [rom the Special Assessment Bond Repayment Account
of the District’s Wastewater System Fund, the principal sum of Seven Hundred Fighty-Seven
Thousand and No/100 Dollars ($787,000), plus interest from the date hercol at the rate of one
and flive-cighths percent (1.625%) per annum on the unpaid balance for the Bond’s total term of
40 years. Principal and interest in the amount of Thirteen Thousand Four Hundred Nineteen and
No/100 Dollars ($13.419) shall be paid semi-annually, beginning . 20__, and each six
months thereafter for the 40 year term of the Bond. The final installment m may be in such lesser
or greater amounl as is necessary to pay the balance of principal and interest then remaining due.
Interest is computed on the basis of a 365 day year. Such installment payments shall be made by
check or draft mailed to the registered holder of this Bond, at its address as it appears on the
Bond register, in lawful money of the United States of Amcrica or payments may bhe made
clectronically by preauthorized debit arranged for the bencfit of the Registered Owner of the
Bond.

This Bond has been issued pursuant to and in full conformily with the constitution and
laws of the State of Montana, including without limitation Title 7, Chapter 13. Parts 22 and 23 of
the Montana Code Annotated. and in accordance with Resolution No. of the Districl,
duly adopled on . 2016, (the “Resolution™). Reference is hereby made (o the
Resolution for a description of the terms and condilions other than those herein, upon which this
Bond is issucd and sccured.

The Bond has been issucd for the purpose of providing part of the funds necessary to pay
the cosls of designing, constructing, cquipping and financing the Waslewater system of the
District (the “Project™). The principal of and interest on the Bond is pavable solely from the
Special Asscssments of the System as defined in the Resolution.

The Districl may al any time prepay all or any part of the principal, plus accrued interest
on the Bond. Any such prepayment may be made without penalty or premium. Any prepayment
shall be identified as such, shall be applied first to accrued interest and then to unpand principal.
Since the principal of any Special Assessment that is not delinquent may be prepaid in wholc at
any time after the Special Assessment is levied as provided in Section 7-13-2287, MCA. and. as
intended (0 occur with qualifying low (0 moderate income users of the System through CDBG
direct pay grant lunds, a prepayment of the Series 2016B Bond will result in reduced future
installment payments on the Scrics 20168 Bond, (0 reflect a rcamortization of the remaining
principal and a reduced total amount of Special Assessments available to make the Series 2016B
Bond payment. while the term of the Serics 2016B Bond will remain the same. In the event of
such prepayment. advance notice will be given to RD and a replacement bond reflecting the
revised amortization will be provided to RD by the District.

The District has duly authorized and will forthwith acquire and finance the Project as
defined in the Resolution. The District will establish and collect reasonable rates and charges for
the services aflforded by the System of which the Project is a part, and has created a Wastewater
System Fund into which the Gross Revenucs of the System, including all revenues from
additions. replacements and improvements to the System subsequently constructed or acquired.,
will be paid. Rates and charges for the use of the System will be made from time to time in
amounts sufficient to provide for the prompt payment of the reasonable and current expenses of



operation and maintenance of the System and to produce Net Revenucs. in cxcess of such
expenses. sufficient o pay the principal of and interest on the Scrics 2016A and C Bonds and
any additional Bonds hereafier issued and made payable from said Net Revenues. The revenues
of the System will also be kept sufficient to provide for the replacement of the System as it
deteriorates. Except in so far as parity Bonds arc authorized in the Resolution, no obligation will
be incurred and made payable from the Net Revenues of the System, unless the lien thereof shall
be made expressly subordinate to the lien of the Series 2016A and C Bond on such Net
Revenues. The Wastewaler System Fund also includes a Special Assessment Bond Repayment
Account, into which there shall be paid the Special Asscssments collected by the County for the
District for the payment ol this Series 2016B Wastewater Special Asscssment Bond. The
Special Assessments arc a lien against the properties in the District and are pledged to the
payment of this Bond as provided in the Resolution.

It is hereby certified that all acts. conditions, and things required by law, resolution, or
agreement to be done or to have happened prior to or in connection with the issnance of the Bond
have been done or have happened, and that the issuance of the Bond does not violate any
conslilutional or statutory limitation on bonded indebtedncess.

IN WITNESS WHIREOF, the District, acling by and through its Board of Dircelors. has
caused this Bond to be exceuted on its behalf by the signature of the President and countersigned
by the signaturc of the Secretary of the District. and has caused this Bond to be dated as of

L2016,
SAMPLE
President
Counltersigned:
SAMPLE
Secrelary

REGISTRATION AND TRANSFER

This Bond shall be fully registered as to both principal and interest. No transfer of this
Bond shall be valid unless and until (1) the registered holder of the Bond. or his duly authorized
attorney or legal representative, executes the form of assignment appearing on this Bond, and (2)
the District Secretary, as bond registrar, has duly noted the transfer on the Bond and recorded the
trunsfer on the Secretary's registration books. The District shall be entitled to deem and treat the
person in whose name a Bond is registered as absolute owner thereof for all purposcs,
notwithstanding any notice to the contrary. Payments on account of the Bond shall be made only
to the order of the registered holder thereol, and all such payments shall be valid and efMectual to
satisfy and discharge the District’s liability upon the Bond to the extent of the sum or sums so
paid.
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THE FOLLOWING ENTRIES ARE TO BE MADE ONLY BY THE BOND REGISTRAR
UPON REGISTRATION OF EACH TRANSFER

The District Scerctary of the GALLATIN GATEWAY COUNTY WATER AND
SEWER DISTRICT, Gallatin County, Montana, acting as registrar for this Bond, has transferred.
on the books of the District. on the date last noted below, ownership of the principal amount of
and the accrued interest on the Bond to the new registered holder noted next to such date, except
amounts of principal and interest theretofore paid.

Name of new Signaturc of
Date of Transfer Registered Holder Bond Registrar

ARTICLE IV - WASTEWATER SYSTEM FUND AND ACCOUNTS

Section 4.01 Establishment of Fund and Accounts; Pledge of Revenues and Special
Assessments. The District Secretary has established or shall establish a fund designated as the
Wastewater System Fund in the official books of the District, and shall establish the following
six accounts within the Wastcwater System Fund:

(a) The Construction and Acquisition Account;

(b) The Operating and Maintenance Account:

(¢) The Revenue Bond Repayment Account:

(d) The Bond Repayment Reserve Account;

(¢) The Short-lived Assct Replacement Reserve Account:
(f) The Surplus Account; and

(g) The Special Assessment Bond Repayment Account.

All Net Revenues derived from operation of the System are irrevocably pledged.
appropriated and shall be credited to the Wastewater System Fund and the accounts listed above
unltil the principal of and interest on the Series 2016A and C Bonds have been fully paid or the
District’s obligation with respect 10 the Series 2016 Bonds have been discharged as provided in
this Resolution. All Special Asscssments are pledged (o the payment of the Series 20168 Bond.

Section 4.02 Construction and Acquisition Account.  Money in the Construction

and Acquisition Account shall be used only to pay Project Costs, and shall be held in bank
accounts and disbursed only in the manner prescribed in Scction 5.02 of this Resolution.

Section 4.03  Operating and Maintenanee Account. Money held in the Opcraling
and Maintenance Account shall be disbursed only 1o pay the reasonable and necessary Operating
Fxpenses ol the System and o make the transfers of money required by Scction 5.04 of this
Resolution. Moncy may also be transferred from the Operating and Maintenance Account to the
Revenue Bond Repayment Account to be used to make prepayments with respect Lo the Revenu
Bonds or to redeem the Revenue Bonds. Moncy may also be translerred from the Operating and
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Maintenance Account to make payments required to be made for Rebate Amounts due pursuant
1o the IRC.

Section 4.04 Revenue Bond Repayment Account. Money in the Revenue Bond
Repayment Account shall be disbursed only to mect the regular installment payments of
principal and interest on the Series 2016A and C Bonds as it becomes duc or to redeem or make
prepayments with respect Lo the Series 2016A and C Bonds.  If on any regular installment
payment date the money in a Revenue Bond Repayment Account is insullicient to make the
installment payments due. then an amount equal to the amount of the insufficiency shall be
transferred to the Revenue Bond Repayment Account from (i) the Operating and Maintenance
Account, (ii) the Revenue Bond Repayment Reserve Account. (iii) the Short-lived Asset
Replacement Reserve Account, (iv) the Surplus Account, and (v) the Construction and
Acquisition Account, in that order.

Section 4.05 Bond Repayment Reserve Account. Money held in the Bond
Repayment Reserve Account shall be disbursed only to the Revenue Bond Repayment Account
or the Special Assessment Bond Repayment Account, and only for the purpose of climinating
any insufficiency existing in the Revenue Bond Repayment Account or the Special Assessment
Bond Repayment Account at the time of any Monthly Apportionment or regular installment
payment date, pursuant to Section 5.04 of this Resolution.

Section 4.06 Short-lived Asset Replacement Reserve Account. Money held in
the Short-lived Assct Replacement Reserve Account shall be disbursed only for the following
purposes: (a) for the repayment or the renewal of worn out, obsolete or damaged property or
equipment pertaining to the System: (b) to climinatc any insufliciency in the Revenue Bond
Repuyment Account or the Special Assessment Bond Repayment Account on any regular
installment payment date, pursuant to Section 5.04 of this Resolution; (c) if dirccted by the
Governing Body, for the transfer to the Revenuc Bond Repayment Account or the Bond
Repayment Reserve Account pursuant to Section 5.04 ol this Resolution to climinate any
insufficiency existing at the time of any Monthly Apportionment; (d) if directed by the
Governing Body. for transfer to the Special Asscssment Bond Repayment Account to be used to
make payments due o deficiencies in collections with respect to the Series 20168 Bond.
provided that once the special assessment deficiencies are collected, such collection will be
credited to the Short-lived Asset Replacement Reserve Account and to the Bond Repayment
Reserve Account 1o the exlent advances were made therefrom for Scries 20168 Bond payment.

Scction 4.07 Surplus Account.  Money held in the Surplus Account, when not
required to restore a current deficicney in the Revenue Bond Repayment Account or the Bond
Repayment Reserve Account, may be disbursed only for the redemption or prepayment of the
Scrics 2016A and C Bonds, to cover insufficiencies in a Bond Repayment Reserve Account, pay
for repairs of or construction and installation of improvements or additions to the System or o
makc payments of Rebate Amounts.

Section 4.08 Special Assessment Bond Repayment Account. Money in the Special

Assessment Bond Repayment Account shall be disbursed only to meet the regular installment
payments of principal and interest on the Series 20168 Bond as they become duc or to redeem or
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make prepayments with respect to the Serics 2016B Bond. If transfer were made from the Bond
Repayment Reserve Account or the Short-lived Assct Replacement Reserve Account to the
Special Assessment Bond Repayment Account due to deficiencics in collection of Special
Assessments and the County collects such deficiencies and transfers such collections to the
District. the collections will be credited to the above-referenced Reserve Accounts to the extent
advances were made from them for the Series 201613 Bond payments.

ARTICLE V - DEPOSITS, TRANSFERS, INVESTMENTS AND WITHDRAWALS

Section 5.01 Deposit of Bond Proceeds. The entire Proceeds of sale and delivery of
the Scries 2016 Bonds shall he deposited in the Construction and Acquisition Account lor
payment of Project Costs.

Section 5.02 Disbursements from Construction and Acquisition Account. (a) In
the cvent grant funds for a [uture improvement project are available from any governmental
agencies. then said funds and the proceeds of an additional Bond shall be deposited in the
Construction and Acquisition Account as authorized by the Governing Body from time to time
for expenscs approved by the funding agency. and only for the purposcs lor which said Bond is
issucd. Any intercst camings on funds invested shall be deposited in the Construction and
Acquisition Account. The District’s share of any liquidated damages and other monics paid by
defaulting contractors or their surcties will be deposited in the Construction and Acquisition
Account to assure completion of the Project.

(b) RD has agreed to lend the Bond proceeds to the District, if requirements of this
Scetion 5.02 are met, for the purposes of acquiring and [inancing a portion of the Project. The
Bond proceeds shall be disbursed as provided in this Section 5.02. Bond proceeds will be
disbursed as requested by the District and approved by RI) after receipt by RD of the following
documents:

(1) an Opinion of Bond Counsel as to the validity and
enforceability ol the Bond and the sccurity therefor and stating in
effect that interest on the Bond is not includable in gross income
for purposes of federal income taxation:

(2) the Bond, fully executed and registered:

(3) a copy of the Resolution and all other documents
described in the Preliminary Bond Transcript or required by Loan
Closing Instructions provided by the Officc of General Counscl of
the US Department of Agriculture for the financing of the Project;

(4) a completed Payment Request Form reguired by RD for
acquisition of the Project and with accompanying documentation.

Section 5.03 Deposit of Gross Revenues. The District Secretary shall deposil all Gross
Revenues of the System into the QOperating and Maintenance Account immediately upon their
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receipt. and shall disburse such revenucs from the Operaling and Maintenance Account only in
the manner prescribed by Scction 5.04 of this Resolution.

Section 5.04 Monthly Apportionment. Fach month the District Secrelary shall
transfer money between the uccounts created pursuant to Section 4.01 of this Resolution, which
monthly transfers (the “Monthly Apportionment™) shall be madc as follows:

(a) First. all Operating Expenses then duc and owing or subject to accrual (or
which will become duc and owing or subject to accrual prior to the next Monthly
Apportionment) shall be paid from the Operating and Maintenance Accounl or accrucd:

(b) Sccond, an amount ¢qual to the monthly principal and intercst payment duc
on the Series 2016 Bonds will be transferred from the Operating and Mainienance
Account to the Series 2016 Bond Repayment Account (plus the amount of any such
transfers required in previous months that was not made due to lack of funds);

(¢) Third, if the money in the Operating and Maintenance Account is insufficient
to make the transfer required by subparagraph (b). (hen an amount equal to the amount of
the insufficiency shall be transferred to the Bond Repayment Account from (i) the
correlating Bond Repayment Reserve Account or (ii) if directed by the Governing Body,
the Short-lived Asset Replacement Reserve Account or the Surplus Account:

(d) Fourth, beginning no later than with the first Monthly Apportionment made in
the first month following the Date of Closing of the Serics 2016A and C Bonds, the
amount of Three Hundred Thirty-five and NO/100 Dollars ($335) shall be transferred
{rom the Operating and Maintenance Account to the Bond Repayment Reserve Account,
until the balance in the Bond Repayment Rescrve Account is Forty-four Thousand Four
and NO/100 Dollars ($44.004);

(¢) Fifth, beginning with the first Monthly Apportionment made in the first
month following the Date of Closing of all the Series 2016 Bonds. the amount of Four
lundred Fifty and NO/100 Dollars ($450) shall be transferred from the Operating and
Maintenance Account lo the Short-lived Asset Replacement Reserve Account so that
$5.400 is deposited annually therein, until the Series 2016 Bonds arc paid in full;

(1) Sixth, if the money in the Operating and Maintenance Account is insufficient
to make the transfers required by subparagraph (d), then an amount cqual 1o the amount
of the insufficiency shall be transferred to the Bond Repayment Reserve Account from
the Short-lived Asset Replacement Reserve Account or the Surplus Account. if the
Governing Body authorized such transfer:

(2) Seventh, there shall be transferred from the Opcrating and Maintenance
Account to the Short-lived Asset Replacement Reserve Account Surplus Net Revenucs in
an amount which the Governing Body shall by resolution have found to be required for
the accumulation of a reasonable fund for replacement or rencwal of worn out, obsolete
or damaged property or equipment pertaining to the System, and for the costs of



improvements, or repairs or additions to the System and at least in the amounts described
in the phrase of subscction (¢) above with reference to the Short-lived Assct Replacement
Reserve Account;

(h) Eighth, any amount of the Surplus Nct Revenues in excess ol the current
requircments of the Short-lived Asset Replacement Reserve Account shall be eredited 1o
the Surplus Account: and

(i) Ninth, any amounts received from Special Assessments collected by Gallatin
County shall be credited to the Special Asscssment Bond Repayment Account and to the
extent advances were made for payments on the Series 2016B Bond Irom the Bond
Repayment Reserve Account or the Short-lived Asset Replacement Account, then to the
Reserve Account from which the advance was made.

Section 5.05 Funding from Other Sources. Nothing in this Resolution shall
prevent the District from depositing money from sources other than Gross Revenues into the
Wastewater System Fund or any of its Accounts in addition to the transfers and apportionments
required by this Resolution. Such voluntary deposits shall be treated as Giross Revenucs and
shall not thercafter be withdrawn except in accordance with this Resolution. Such voluntary
deposits of other money to the Bond Repayment Account or the Bond Repayment Reserve
Account may be made in lieu of an equal amount of transfcrs or apportionments of Net Revenues
to such accounts as required by this Resolution.

Section 5.06 Segregation of Moneys. All Net Proceeds, Net Revenues. and other
moneys received by the District pursuant to this Resolution and any Supplemental Resolution are
to be deposited into thc accounts within the Wastewater System Fund. and all Permitted
Investments purchased with moneys deposited therein, shall at all times be kept scgregated and
set apart [rom all other funds of the District. No such moncys shall at any time be transferred
from any account in the Wastlewater System Fund to any other fund of the District. nor shall any
moncys at any time he loaned to other District funds or invested in other obligations payable
from other funds, except as provided in this Resolution. None of such moncys or investments
shall at any time or under any circumstances constitute public funds of the District. nor shall they
be subject to lien or attachment by any creditor (except by a creditor acting as or on behall of a
Bondholder). However, the requirements of this Scetion shall not be construed in such a manner
as 1o prevent the aggregation or pooling of moneys in the Wastewater System Fund or onc or
more of ils accounts for the purpose of investing such funds as permitted by this Resolution, so
long as such aggregation or pooling, and any investments so made, do not cause this Bond to
become an “arbitrage bond” under IRC Scction 148(a).

Section 5.07 Deposit of Moneys. The District Scerctary shall deposit all moncy held
in the Wastewater System Fund pursuant to this Resolution in onc or more [inancial institutions
qualificd to serve as depositories for public funds under Section 7-6-201, MCA. The balance in
such deposit accounts, except portions guaranteed by federal insurunce, shall at all tfimes be
secured in the manner provided by Section 7-6-207. MCA. to the full extent of such uninsured
portion or to the maximum extent permilted by law.,
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Section 5.08 Investment of Moneys. Wastewater System IFund moneys may be
invested i and to the extent that the District does not need such moncys o be available for
immediate use. in dircet obligations of the United States Government. savings or time deposils,
or other investments authorized for water and/or sewer districts in Montana, described in Title 7,
Chapter 6. Part 2 of the Montana Code Annotated.

Section 5.09 Investment Income. Except as otherwise provided with respect to the
Rebate Amount, income from the deposit or investing of moneys in said accounts shall be,
credited 1o the account from whose moneys the deposit was made or the investment was
purchased, and shall be handled and accounted for in the same manner as other moneys in that
account.

Section 5.10 Arbitrage Limitation. The District hercby covenants and agrees
with the Bondholder that no part of the procceds of the Bond or any other funds held by the
District shall at any time be used directly or indirectly to acquire securities or obligations the
acquisition of which would causc the Bond 1o be or become an "arbitrage bond" as defined in
IRC Section 148(a); provided, however, that the District may at any time request, receive. and
rely with full acquittance upon the opinion of Nationally Recognized Bond Counsel that a
proposcd acquisition will not cause the Bond to be or become an arbitrage bond. Any fees and
expenses incurred in providing such opinion of Nationally Recognized Bond Counsel shall be
paid by the District and may be paid out of the Operating and Maintenance Account.

The Governing Body of the District recognizes that certain arbitrage profits must be
rebated to the United States Treasury Department. The Governing Body agrees to obtain the
assistance of Nationally Recognized Bond Counsel in the preparation and passage ol any
Supplemental Resolution necessitated by the arbitrage requirements of the IRC or promulgation
of the Treasury Regulations thereunder. ‘The District hereby covenants o make any
determinations. retain records and rebate to the United States Treasury any Rebate Amounts
determined to be duc at the times and in the manncr required by Section 148(f) of the TRC.

ARTICLE VI - ADDITIONAL BONDS

Section 6.01 Parity Revenue Bonds. The District reserves the right and privilege
of issuing. pursuant to a Supplemental Resolution or resolutions, additional honds on a parity
with and having a licn equal in rank to that of the Secries 2016A and C Bonds against the
Wastewater System Fund and the accounts therein, except for the Special Assessment Bond
Repayment Account, and which are payable cqually and ratably therelrom without preference,
priority. or distinction because of date of issuc. Such additional bonds (hereinafter called “Panty
Revenue Bonds™) may be issued only for the purposcs and in accordance with the conditions sct
forth in Sections 6.02, 6.03 and 6.04 of this Resolution. There will not be any parity bonds
issucd on a parity with the Serics 2016B Bond.

Section 6.02 Complction Parity Bonds. Parity Bonds may be issued for the purposc

of financing the cost or estimated cost of compleling the acquisition of the Project (hercinalier
called “Completion Parity Bonds™), provided that the scope of the Project has not changed, that
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other available moneys are insuflicicent for completing the Project, and that the Completion
Parity Bonds together with available moncys will be sufficient to complete the Project.

Scetion 6,03 Improvement Parity Bonds.

(a) Parity Bonds may be issued to finance the cost or estimated cost of providing any
further improvement, extension, or rehabilitation of the System (hereinalier called “Improvement
Parity Bonds™), provided that the Net Revenues of the System for the fiscal year preceding the
issuance of such Improvement Parity Bonds equaled at least 120% of the average annual debt
service on all Parity Bonds and all other bonds to be outstanding immediately after the issuance
ol such Improvement Parity Bonds.

(b) For the purposces of the foregoing computation, Net Revenues shall be thosc shown on
the official books and records of the District for the applicable period; provided. however, that if
the rates and charges for services provided by the System have been changed or will be changed
after the commencement of such period, then the rates and charges which will be in effect at the
time of issuance of the Improvement Parity Bonds shall be applied to the quantities of scrvice
actually rendered and made available during the period in order to ascertain the Gross Revenucs,
from which there shall be deducted, 10 determine the Net Revenues, the actual costs of operation
and maintenance during the period as shown on the official books and records of the District plus
any additional annual costs of operation and maintenance which the Engincer of the Districl
reasonably estimates will be incurred because ol the improvement or extension of the System
which is proposed to be constructed from the proceeds of the Improvement Parity Bonds or less
any savings anticipated by the utilization of the said improvements. Improvement Parity Bonds
may not be issucd if the District is in default in any payment of principal or interest on any
outstanding Bond payable from the Wastewater System Fund or if there exists a deficiency in
any of the balances required to be kept pursuant to this Resolution.

Section 6.04 Rcefunding and No Defeasance. The District may issuc Parity Bonds
to “currently” relund the Bond or Parity Bonds provided that "advance relunding” of the Bond
may not occur, For the purposcs of mecting RD requirements, no Defcasance of the Bond may
occur.

If, at any time, it shall appear to RD that the District is able to currently refund the
amount of any Bond then outstanding, in whole or in parl, by issuance and sale of bonds to
responsible cooperative or private credit sources, al reasonable rates and terms for loans for
similar purposes and periods of time, the District will, upon request of RD in RUS Instruction
1780.94(j)(4), apply for and accept such financing in a sufficient amount to repay the Bond.

Scction 6.05 Subordinate Bonds. Nothing in this Resolution shall preclude the
District [rom issuing, pursuant (0 a separale resolution or resolutions, addiional bonds when
necessary for the improvement, extension, or rehabilitation of the System, provided that such
additional bonds (hercinafter called “Subordinatc Bonds™) arc expressly made subordinate to the
licn of the Revenue Bonds and Parity Bonds authorized by this Resolution on the Net Revenues
of the System and all accounts of the Wastewater System Fund.
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Scetion 6.06 Approval of Counsel. Any registered holder of the Revenuc Bonds
or Parity Bonds whose aggregatc unpaid principal amount constitutes at least ten pereent (10%)
of the aggregate unpaid principal amount of the Revenue Bonds and of all outstanding Parity
Bonds shall have the right, prior to the issuance of any Parity Bonds or Subordinate Bonds. to
require the District to furnish, at the District's expense, either or both of the following:

(2) An opinion of an attorncy duly licensed Lo practice law in Montana to the
effoct that the District is not then in default on the Revenue Bonds or any Parity Bond,
covenant or any other term or condition of this Resolution;

(b) The opinion of a Nationally Recognized Bond Counsel to the cffect that the
issuance of the proposed bonds will not violate any covenant, term, or condition of this
Resolution., and that the interest on the Revenuc Bonds and Parity Bonds then outstanding
shall be and remain cxempt from taxation under IRC Section 103.

ARTICLE VII - GENERAL COVENANTS
Section 7.01 Resolution Constitutes Contract Between Bondholder and District.

(a) This Resolution constitutes and shall be deemed to be a contract between the District
and the Bondholder, and the pledges and the covenants made by the District in this article or
elsewhere in this Resolution shall be for the benefit, protection and security of the Bondholder.

(b) No recourse for the payment of any part of the principal of or interest on the Bonds or
for the satisfaction of any liability arising from the issuance, sale, purchasc or ownership of the
Bonds, or any liability arising from this Resolution, shall be had against any officer, member.
employee, or agent of the District in his or her individual capacity, all such lability being hereby
expressly released and waived as & condition of and as part of the consideration for the execution
of this Resolution and the issuance of the Bonds.

(¢) Nothing in this Resolution, express or implied. is intended or shall be construed to
confer upon or to give 10 any person or corporation other than the Bondholder any right, remedy,
or claim under or by any reason of this Resolution, and the covenants. stipulations, and
agreements contained in this Resolution arc and shall be for the sole and exclusive benefit of the
Bondholder.

Section 7.02  Faithful Performance in General. The District will faithfully perform
at all times any and all covenants. undertakings, stipulations, and provisions contained in this
Resolution and in the Bonds issucd hereunder; will pay or cause to be paid to the Bondholder,
the principal of and interest on the Bonds, on the dales and in the place and manner prescribed in
each Bond, provided that such payments will be made solely out of the revenues pledged for the
payment thereof pursuant to this Resolution; will not issue any bonds in any manner other than in
accordance with the provisions of this Resolution; and will not suffer or permit any delault to
oceur under this Resolution, but will faithfully obscrve and perform all the condilions, covenants,
and requircments hercof. The District will take all steps reasonably necessary to insurc that its
officers, employees, and agents act in accordance with and in furthcrance of the purposes,
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covenants. and conditions of this Resolution, and the District will adopl and carry out such
further resolutions as may be reasonably requested by RI) for the purposc of betler carrying out
the purpose and intent of this Resolution.

Section 7.03 Authority of the District.  The District is duly authorized under the
constitution and laws of the State of Montana to create and issue the Series 2016 Bond and to
adopt and be bound by this Resolution. All actions and proceedings that must be taken by the
District lor the authorization and issuance of the Scrics 2016 Bond and the adoption and delivery
of this Resolution have been duly and effectively taken, and the Series 2016 Bond will be a valid
and enforccable obligation of the District in accordance with its terms.

Section 7.04 Pledge.

(a) To sccure payment of the principal of and interest on the Series 2016 Bond, the
District hereby irrevocably pledges and confirms to the Bondholder and grants the Bondbolder a
security interest in the following revenucs, assets and moneys:

(1) The Net Procceds of the Scries 2016 Bond, as dcfined in this
Resolution;

(2) All moneys and investments in the Wastewater System Fund and all of
its accounts as established pursuant to this Resolution:

(3) Any insurance payments made to the District on account of the loss ol
or damage to any part of the System or the Project:

(4) Any other revenues or property which may in the future be pledged.,
confirmed, assigned, transforred or conveyed as additional sccurity under this
Resolution.

(b) This pledge is valid and binding from the date of the adoption of this Resolution by
the Governing Body, and all revenucs, assets and moneys so pledged and herealler received by
the District for the System shall immediately be subject to the lien created by the pledge. It is the
intention of the District that the lien and sccurity interest created by this pledge shall be valid and
binding against all parties having claims of any kind, whether in tort, contract or otherwisc,
against the District.

(¢) The District [urther pledges that at lcast fificen (15) days beforc the first day of the
month in which the Board of Commissioners of Gallatin County is required by law to levy taxes
for county purposes, this Governing Body shall review the sufficicncy of the Wastewater System
Fund for payment of all claims and expenscs payable therefrom, including principal and intcrest
payable from the Revenue Bond Repayment Account for the Serics 2016A Bond and funds
necessary to comply with the requirements of the Bond Repayment Reserve Account and the
Short-lived Asset Reserve Account. If the revenues of the District are then estimated 10 be
inadequate to pay such principal and interest, maintain such rescrve or pay the other claims and
cxpenses against the District, the Governing Body. in accordance with Montana Code Annotated.
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Scetion 7-13-2302. shall take all necessary action regarding the levy of a wastewater district
bond tax. shall cstimate in writing the amount of money required by the District for such
purposes and request the County that the amounts necessary for such purposes be levied and
collected in the manner prescribed by Montana Code Annotated, Scetions 7-13-2302 through 7-
13-2310. The estimate shall include the amount of the deficiency [or such purposcs then existing
and the amount of the anticipated deficiency for such purposes cstimated to arisc during the
current fiscal ycar. The proceeds of the levy shall be credited and paid mto the appropriate
account or fund of the District in which the existing or anticipated deficiency occurred, if and to
the extent that the levy was made for claims properly payable therefrom, and shall be credited
and paid into the Operating Account. Revenue Bond Repayment Account, the Bond Repayment
Reserve Account, and the Short-lived Assct Reserve Account respectively, if and to the extent
that the levy was made with respect to obligations payable from the Revenue Bond Repayment
Account or requirements of the Bond Repayment Reserve Account and the Short-lived Asset
Reserve AccounL

(d) If the District shall pay or cause to be paid the principal of and interest due on the
Bonds at the times and in the manner required or permitted in this Resolution, and shall observe
and perform all of the covenants made by it in this Resolution, then this pledge and the rights and
interests granted by this Resolution shall cease, terminate and be void.

Section 7.05 Operation of the System.  The District will continue to hold, maintain,
and operate the System as a public utility and convenience, and will keep the System and its Net
Revenues free from all liens other than the liens granted or authorized by this Resolution. The
District will not establish or authorize the establishment of any other Water System for the public
or other scrvices in competition with any of the services supplicd by the facilities of the System.

Section 7.06 Charging and Collection of Fees. The District will maintain, revise.
charge, and collect rales and other charges for all service furnished and made available by the
System in the manner and to the extent now or hereafler provided by law, according 1o schedules
such that the Gross Revenues derived from the System will be sufficient, when combined with
other available funds, to pay when due all cxpenses of the operation and maintenance of the
System, to pay all principal of and interest on the Revenue Bonds. to provide for the
cstablishment and maintenance of adeguate reserves in the amounts required by this Resolution,
to provide an allowance adequate for recurring renewals and replacements of the System, and to
fulfill the terms of all other agrecements with holders of the District’s Bonds and other
obligations.

Seetion 7.07 Property Insurance. The District will cause all buildings, propertics,
lixtures, and cquipment constituting a part of the System to be kept insurcd, during and aller
construction, with a reputable insurance carrier or carriers qualificd under the laws of Montana,
in such amounts as are ordinarily carried, against loss or damage by fire, explosion. and such
other hazards or risks as arc ordinarily insured against by public utilities owning and opcrating
properties of similar character and size. The procceds of all such insurance shall be availablc for
the repair, replacement. and reconstruction of damaged or destroyed property. and. until paid out
in making good for such loss or damage, are pledged as security for the Bonds. All insurance
proceeds received in excess of amounts required for restoration of the loss or damage
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compensated thereby shall be and become part of the revenues appropriated and pledged to the
Wastewater System Fund. If for any reason the insurance proceeds are insufficient for the repair,
replacement, and reconstruction of the insured property. the District shall supply the deficiency
from revenues on hand in the Short-lived Asset Replacement Reserve Account: and if such
deficicney results from breach of the covenant of this seetion it will be supplied from any other
available District funds.

Section 7.08 Liability Insurance and Surcty Bonds.  The District  will cause
insurance to be carried against liability of the District and its agents and employees for injunes
(including death) to persons and damage to property resulting from the construction, operation,
maintenance, improvement or extension of the System. in amounts customarily carricd by similar
municipalitics for similar systems. The Districl also will cause workers' compensation insurance
to be carried sufficient to comply with the laws of the state of Montana pertaining thereto. The
District also will cause all persons handling money and other asscts of the Waslewater System
Fund to be bonded adequatcly for the faithful performance of their dutics, and to account for and
to pay over such money and assets 10 the District, All amounts received under such insurance
and bonds shall be applicd lo the loss or damage covered thereby.

Section 7.09 Disposition of Property.  The District will not mortgage. lease, sell, or
otherwise dispose of any real or personal property pertaining 1o the System, unless:

{a) Prior to or simultaneous with such disposition all outstanding bonds shall be
discharged as provided in Article IX of this Resolution; or

(b) (i) the property to be disposed of is unscrviceable, inadequate, obsolete, or no
longer required for use in connection with the System, (ii) the disposition will not
prevent the District from complying with any covenant of condition of this Resolution,
including the Tax Covenants in Section 7.15, and (i) all proceeds of the disposition are
treated in the same manner as (ross Revenues of the System.

Section 7.10  Maintenance of Books and Accounts/Audits. The Districlt Secretary
shall keep or cause to be kept books of record and account in which complete and correct cntries
shall be made of all receipts, disbursements and other transactions relating to the System and the
accounts created by this Resolution. Such books shall be based on u fiscal year basis, and shall
be subject (o inspection by any Bondholder or the representative, duly authorized in wriling, of
any Bondholder. The District recognizes it is subject to, and agrees to comply with, the State ol
Montana Single Audit Act in Title 2, Chapter 7. Parl 5, MCA.

The District shall, within 60 days after the close of each Fiscal Year, cause to be prepared
and supply to the Purchasers of all scries of Bonds then outstanding a financial report with
respect to the System for such Fiscal Year. The report shall be prepared at the direction of the
District financial officer in accordance with applicable generally accepled accounting principles
applicable to governmental entities and, in addition to whatever matters may be thought proper
by the District financial officer to be included therein, shall include the following:



(a) A statement in detail of the income and expenditures of the System for the
Fiscal Year. identifying capital expenditures and separating them from operating
expenditures;

(b) A balance sheet as of the end of the Fiscal Ycar;

(¢)  The amount on hand in cach account of the Wastewater System Fund at
the end of the Fiscal Ycar;

(d) A list of the insurance policies and fidclity bonds in force at the end of the
Fiscal Year, setting oul as (0 each the amount thereof, the risks covered thereby. the
name of the insurer or surety and the expiration date of the policy or bond:

(e) A determination that the report shows full compliance by the District with
the provisions of this Resolution during the Fiscal Ycar covered thereby, including
proper scgregation of the capital expenditures from Opcrating IExpenscs. mainlenance
ol the Reserve Requirement in the Bond Repayment Reserve Account, and receipt of
Revenues during cach Fiscal Year as hercin required, or, if the report should reveal
that the Net Revenues have been insullicient for compliance with this Resolution, or
that the methods used in accounting for such revenues were contrary 1o any provision
of this Resolution. the report shall include a full explanation thercof, logether with
recommendations for such change in rates or accounting practices or in the operation
ol the System as may be required: and

The District shall also have prepared and supplied to the Original Purchascrs of all series
of Obligations then Qutstanding and the Registrar, al the time and in accordance with the
provisions of Title 2, Chapter 7. Part 5, as amended, an audit report prepared by an Independent
Accountant or an agency of the State of Montana in accordance with gencrally accepted
accounting principles and practice with respect (o the financial stalements and records of the
System, and if Qutstanding Obligations are held by RD or another agency or instrumentality of
the United States of America, in accordance with the following requirements ol this paragraph.
T'he audit report shall include an analysis ol the District’s compliance with the provisions of this
Resolution. [n addition. the District shall, so long as the Series 2016 Bonds are outstanding and
RD is the holder thereof, submit to RD a proposed budget for the ensuing Fiscal Year as soon as
it is available.

Section 7.11 Information Reports to U.S. Treasury Department. The District agrees
to promptly provide and/or cooperate in providing, any reports required by the U.S. Treasury
Department relating to the Series 2016 Bonds.

Secetion 7.12  Merger with other Systems. In the event other public entitics in the
immediate area of the District apply for and receive RD financing for a Wastewater Syslem
which could feasibly conneet 1o the District’s Wastewater System, then the District agrees to
merge with such other systems il physically, legally and economically possible. The term
“merge” as used herein includes allowing a neighboring [ederally funded Wastewater System to
purchase and utilize excess capacity of the System.



Section 7.13 Service and Billing. The District will provide service from the System to
all areas of the District where it is legally and economically feasible and will charge equitable
foes for such service. The charges lor wastewater scrvices will be billed at least quarterly, and if
a bill is not paid within the timec framc established by the District, or if the customer fails to
comply with all rules and regulations established for the System within the time frame
established by the District after notice of violation thereof (which notice shall be given promptly
upon discovery of any such violation), the services to the premises involved may be discontinued
and may not be resumed until payment of all past-due bills for wastewater services and
compliance with all such rules and regulations.

Scction 7.14 Rural Development Approval of Additional System Improvements.
The District will not modify or improve the System. borrow money, enter into any contractor
agreement. or otherwise incur any liabilitics for any purposc in connection with the lacility
(exclusive of normal maintenance) without the prior written consent of RD if such undertaking
would involve the source of funds pledged to pay the bonds. Such modifications shall be subject
to the review and prior approval of RD after the District has submitted preliminary plans.

Section 7.15 'T'ax Covenants Generally. The District covenanls and agrees with the
owners from time to time of the Series 2016 Bond that it will not take or permit 1o be taken by
any of its officers, cmployees or agents any action which would cause the intcrest on the Scrics
2016 Bond to become includable in gross income for lederal income tax purposes under the
Code and applicable Trcasury Regulations (the “Regulations™), and covenants to take any and all
actions within its powers 1o ensure that the interest on the Scries 2016 Bonds will not become
includablc in gross income for lederal income tax purposes under the Code and the Regulations,

ARTICLE VI - DEFAULT AND REMEDIES

Section 8.01 Events of Default. Any onc or more of the following cvents shall
constilule an "Event of Default” under this Resolution:

(a) Nonpayment of any principal of or interest on the Bonds within thirty (30)
days after the date on which such principal and interest was due and payuable;

(b) Default by the District in the duc and punctual performance of any of the
covenants, conditions, agreements, and provisions contained in the Bonds. this
Resolution, or in any resolution supplemental hereto, which are to be performed by the
District. if such default shall have continued for a period of thirty (30) days after written
notice. specilying such default and requiring the same to be remedicd, shall have been
given to the District by any Bondholder:

(c) The filing of a petition by the District under the Jaws of the United Statcs
sccking protection under the Bankruptey Code or the consent of the District to the
appointment of a receiver, trustee, or debtor in possession of all or a major portion ol its
property: and



(d) Any event (other than amendment of the Internal Revenue Codc) causing
interest on the Bonds to be subject to [ederal income taxation.

Section 8.02 Remedies.

(a) Upon the occurrence and continuance of an Event off Default. the Bondholder shall
have the right, either at law or in equity, by suit, action. or other proceeding, to protect and
enforce his rights and to compel the performance of any and all covenants and conditions
required herein to be performed by the District and its officers and employces, including but not
limited to the fixing and maintaining of rates, fees. and charges, the collection or proper
segregation of revenucs, and the application and use thereof. The Bondholder shall have the
right to dircet the time, method, and place of conducling any proceeding for any remedy
available 1o Bondholder or the exercisc of any power conferred on the Bondholder, and the right
to waive a default in the performance of any covenant or condition, and its consequenees, except
in payment of the principal of or interest on any Bond when due.

(b) Nothing herein shall impair the absolute and unconditional right ol any Bondholder to
receive cach payment of the principal of and interest on such Bond, as such principal and
interest, respectively, become due. and to institute suit for any such payment. Any court with
jurisdiction of the action may appoint a receiver to administer the System on behalf ol the
District with the power to charge and collect rates, fees, and charges sufficient to provide for the
payment of any bonds, or obligations vutstanding against the Systcm, and with power 1o apply
the revenues in conformity with this Resolution and the laws of the State of Montana.

(¢) No remedy conlerred upon or reserved to a Bondholder by the terms of this
Resolution is intended to be exclusive of any other remedy. but cach and every such remedy
shall be cumulative and shall be in addition to any other remedy given by this Resolution or now
or hereafter cxisting at law, in cquity or by statute. No delay or omission in the excreise of any
right or power accruing upon any default or Event of Default shall impair any such right or
power or be construed to be a waiver ol or acquiescence in any such default or Event of Delault,
and such right and power may be exercised from time to time and as often as may be decmed
expedient. No waiver of any default or Event of Default under this Resolution shall extend to or
effect any subsequent default or Event of Default, nor impair any rights or remedies conscyuent
thercon. In case a Bondholder shall have proceeded to enforce any right under this Resolution,
and the proceedings shall have been discontinued or abandoned for any reason or shall have been
determined adversely to the Bondholder, then and in cvery such case he District and the
Bondholder shall be restored 1o their former positions and rights and dutics hereunder and the
same shall continue as if no such proceedings had been taken.

ARTICLE IX - DISCHARGE

Section 9.01 Discharge by Payment. When all principal of and intcrest due and
payable on the Bonds have been paid in the manner required or permitted by this Resolution,
then the Bonds shall cease to be entitled to any licn, pledge, bencfit or security under this
Resolution and all pledges, covenants and other rights granted to the Bondholder by the
Resolution shall cease, terminate and be discharged and satisfied.
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ARTICLE X - AMENDMENTS

Section 10.01 Amendments without Bondholder Conscnt. The District rescrves
the right to amend or supplement this Resolution by adopting further resolutions from time to
time, and at any time, for any onc or more of the following purposes:

(a) To add covenants and agreements for the protection of the Bondholder:

(b) To cure any ambiguity or correct any defect or inconsistent provision In this
Resolution:

(¢) To subject additional revenue, propertics, or collateral to the terms of this
Resolution;

(d) To set forth terms and conditions of Parity Bonds or Subordinate Bonds not
contrary to this Resolution:

(¢) To preserve the cxemption of interest on the Bonds from lederal and/or state
income taxation and to preserve the right of the District to continue lo issue other bonds,
debts, or other obligations of any naturc the interest income of which is likewise exempt
from federal and/or state income taxation:

(I} To surrcnder or waive any right or power reserved 1o or conferred upon the
District by this Resolution: or

() To make any other change or addition to this Resolution which the Governing
Body may decm neeessary or desirable, which is not inconsistent with this Resolution,
and which does not adversely alTect the interests of the Bondholder.

Section 10.02 Amendments with Bondholder Consent. Lixcept as provided in Scetion
10.01 of this Resolution, the District shall not have the right or the power to amend this
Resolution or to adopt any supplemental resolutions, unless, after notice lo the Bondholder. such
amendment or supplemental resolution is approved by the holder of the Bonds.

Section 10.03 Notice and Consent.

(a) Notice of any proposed amendment or supplement Lo this Resolution, which requires
consent of the Bondholder pursuant to Section 10.02 hercof, shall be given in the manner
prescribed by Section 11.01 of this Resolution not less than thirty (30) days prior to the adoption
of such amendment or supplement to the holder of the Bonds at the time of such notice.  Any
written consent (o an amendment may be embodicd in and evidenced by one or any number of
concurrent written instruments of substantially a similar tenor signed by an agent of the
Bondholder duly appointed in writing. and shall become effective when delivered to the District
Secretary. Any consent by a Bondholder shall bind him and every future holder of the same
Bond with respect to any amendment adopted by the District pursuant 1o such consent.
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(b) The fact and date of execution by any person of any such consent may be proved by
the affidavit of the witness to such execution or by the certilicate of any Notary Public or other
officer authorized 1o take acknowledgments ol deeds, certifying that the person signming it
acknowledged to him the execution thereof.

ARTICLE X1 - OTHER PROVISIONS

Section 11.01 Notices. Any request, demand authorization, consent, dircction,
notice, or other document provided or permitted by this Resolution shall be sullicient for such
purposc when mailed by certificd mail. return receipt requested, and with sufficient postage
prepaid. to the following addresses (or to such other address as may be provided by any party
upon notice to all other partics). but shall not be deemed 1o be effective until receipt:

To the District: Gallatin Gateway County Water and Sewer District
P.0). Box 383
Gallatin Gateway, MT 59730

To RD: Rural Development
USDA
2229 Boot Hill Court
Bozeman, MT 59715

To any Bondholder: The name and address of such Bondholder as it appears in the bond
register.

Seetion 11.02 Arbitrage Certificate. The President and Secretary, being the
officers of the District charged with the responsibility of issuing the Bonds, are authorized and
directed 1o execute and deliver to the purchascr a certification stating the reasonable expectations
of the District, on the datc of issue and delivery of the Bonds authorized by this Resolution,
regarding the amount and the use of the proceeds of the issue. Such expectations must be such
that the Bonds will not be "arbitrage bonds" as defined in IRC Section 148(a). The certificate
will also state the District’s intent to maintain the lax-exempt nature ol the interest income on the
Bonds and 1o do all things necessary to maintain such tax-exemption. Any additional Bonds
issued under this Resolution will be required to similarly comply with this Section.

Section 11.03 Transcript. The officers of the District are hereby authorized and
directed to preparc and lurnish to the purchaser of the Bonds, and 1o the attorngys approving the
Jegality of the issuance of the Bonds, certified copies of all proceedings and records of (he
District relating to the Bonds and to the organization of the District, and ol reports on the
financial condition of the District, and such affidavits, certificatcs, and other information and
documents as may be requested or required to carry out the purposes of this Resolution: and all
such certified copies, affidavits and certificates, including any herctofore furnished, shall
constitute representations ol the District as to the truth of the matters contained therein.



Scetion 11.04 Severability. In case any one or more of the provisions contained in this
Resolution or in the Bonds shall for any reason be held to be invalid. illegal, or unenforceable in
any respect, such invalidity, illegality, or unenforceability shall not aflcet any other provisions of
this Resolution, but this Resolution shall be construed as if such invalid, illegal or unenforceable
provision had ncver been contained herein.

This Resolution was adopted by the Governing Body of the District, on the [2 day ol

/-}#wﬁzom.

IN WITNESS WHEREOF, the President has executed this Resolution and the Sccretary
has so attested.

Approved:
Allest: /
gecrelary I’&:?!deul N

The following Board Members voted in favor of the Resolution: M{' S:Jé_l.a&n)_
__ Pwend, boon 2
5 ) )

I'he following Board Members voted against the Resolution: _ A} JU/E

The lollowing Board Members were absent or abstained: [!! ERLE #D'mg [4 M.( éﬂy




