CITY OF REDMOND, WASHINGTON

ORDINANCE NO. 703

AN ORDINANCE providing for the issuance of
$900,000.00 par value of "Water and Sewer Revenue
Bonds, 1975," for the purpose of obtaining funds
to pay a part of the cost of carrying out the
system or plan of additions to and betterments
and extensions of the waterworks utility of the
City, including the system of sewerage as a part
thereof, specified and adopted in Ordinance No.
68l; fixing the form, date, maturities, interest
rates, covenants and terms of such bonds; and
confirming the sale and providing for the delivery
of such bonds to Seattle-Northwest Securities
Corporation of Seattle, Washington.

WHEREAS, by Section 11l of Ordinance No. 206 of the Town
(now City) of Redmond, which authorized the issuance of the
"Water and Sewer Revenue Bonds, 1957," since refunded by the "Water
and Sewer Refunding and Construction Revenue Bonds, 1967," the City
reserved the right to issue additional water and sewer revenue bonds,
which shall constitute a charge and lien updn thé gross revenues
of the waterworks utility of the City, including the system of
sewerage as a part therecf, on a parity with the "Water and Sewer
Revenue Bonds, 1957," if the followiﬁg conditions shall be met and
complied with at the time of the issuance of such additional bonds:

"a. That all payments required to be made into
the bond redemption fund for the outstanding 'Water
Revenue Bonds, 1951,' dated August 1, 1951, shall
have been made;

"b. That all payments required by this ordinance
and any ordinance hereafter enacted pertaining to
sald 'Water and Sewer Revenue Bonds, 1957,' shall
have been made into the Bond Fund;

"c. That the revenues of the said waterworks
utility, including the sewerage system to be acquired
as a part thereof, plus the additional revenues
reasonably anticipated to be received as a result
of the making of the improvements in connection with
which the additional revenue bonds are proposed to be
issued, shall be and be deemed sufficient, after the
payment of normal operation and maintenance costs and
taxes, to equal at least 1.40 times the average annual
principal and interest requirements of all then
outstanding water revenue bonds and/or water and sewer
revenue bonds, including the bonds of the issue
authorized herein and of the additional water and
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sewer revenue bonds proposed to be so issued.

Such determination of the sufficiency of the
revenues shall be made and certified to by either
a professional engineer or a certified public
accountant experienced in municipal utilities

and licensed to practice in the State of Washington;
provided, however, that this certificate shall not
be required in the event that the additional

bonds proposed to be s©o issued are issued for

the purpose of refunding outstanding water and
sewer revenue bonds and the average annual debt
service requirements of such proposed additional
revenue bonds are not increased over the regquire-
ments for the bonds being so refunded; and

“d. That the ordinance authorizing the issuance
of such additional bonds shall provide that an
amount equal to the average annual debt service
of the additional bonds proposed te be issued shall
be accumulated as a reserve in the bond redemption
fund created for such additional bonds or in a
separate reserve fund, such amount to be accumulated
by monthly deposits commencing not later than one
month after the date of issuance of the bonds and
to be accumulated within five years after the date
of issuance; provided, however, that in the case of
refunding bonds the ordinance authorizing the
issuance of such refunding bonds shall provide that
the moneys in the Reserve Account for the bonds to
be refunded shall be transferred to the Reserve
Account or a separate reserve fund for the refunding
bonds or that the moneys in the Reserve Account for
the bonds to be refunded shall be used to redeem
such bonds, in which event an amount equal to the
average annual debt service for the refunding bonds
proposed to be issued shall be accumulated as a
reserve in the same manner and within the same
times as set forth herein for additional revenue
bonds.":; and

WHEREAS, pursuant to Ordinance No. 238, $47,000.00 par value
of "Water and Sewer Revenue Bonds, 1960," were issued and sold under
date of March 1, 1960, on a parity of lien with said "Water and
Sewer Revenue Bonds, 1957," in accordance with the provisicns of
Section 11 of said Ordinance No. 206, to provide the funds necessary
to carry out the system or plan of additions to and betterments and
extensions of the waterworks utility of the City, as adopted in
Ordinance No. 238; and

WHEREAS, pursuant to Ordinance No. 294, passed by the City
Council and approved by the Mayor on September 27, 1962, the City
heretofore issued and sold $625,000.00 par value of "Water and Sewer
Revenue Bonds, 1962, Series A," to obtain the funds with which to pay

the cost of carrying out a portion of the system or plan of additions




to and bettermerits and extensions of the waterworks utility of the
City, adopted by Ordinanée No. 289, as amended by Ordinance No. 293,
which bonds were issued under date of October 1, 1962, on a parity
with the then outstanding "Water and Sewer Revenue Bonds, 1957," and
the outstanding "Water and Sewer Revenue Bonds, 1960," pursuant to
the provisions of Section 11 of Ordinance No. 206; and

WHEREAS, pursuant to Ordinance No, 420, passed by the City
Council and approved by the Mayor on February 14, 1967, the City
issued and sold $500,000.00 par value of "Water and Sewer Refunding
and Construction Revenue Bonds, 1967," to obtain the funds (a} to
pay the cost of carrying out a system or plan of additions to and
betterments of the waterworks utility of the City, including the
system of sewerage as a part thereof, specified and adopted in that
Ordinance, (b) to pay the cost of carrying out a portion of the system
or plan of additions to and betterﬁents and extensions of the
waterworks utility of the City, including the system of sewerage as
a part thereof, specified and adopted in Ordinance No. 373 of the
City, and (c¢) to pay, retire and refund all outstanding "Water and
'Sewer Revenue Bonds, 1957," and "Water and Sewer Revenue Bonds, 1960,"
which 1967 bonds were issued under date of March 1, 1967, on a parity
with the "Water and Sewer Revenue Bonds, 1962, Series A," pursuant
to the provisions of Section 11 of Ordinance No. 206; and

WHEREAS, by Section 13 of Ordinance No. 420, the City
reserved the right to issue additional water and sewer revenue bonds
constituting a charge and lien upon the gross revenues of the
waterworks utility of the City, including the system of sewerage as
a part thereof, on a parity of lien with the "Water and Sewer
Refunding and Construction Revenue Bonds, 1967," if the following
conditions shall be met and complied with at the time of the issuance
of such additional bonds:

"(a) At the time of the issuance of such Parity
Bonds there shall not be any deficiency in any fund
or account created for the payment of or to secure

the payment of any Bonds or Parity Bonds then
cutstanding.
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"{b) Each Ordinance providing for the issuance
of such Parity Bonds shall require that any and
all assessments levied in any utility local improve-
ment district or districts in which improvements
will be constructed from the proceeds of such Parity
Bonds will be paid directly into the Bond Fund.

"(c) Each Ordinance providing for the issuance of
such Parity Bonds for refunding purposes shall require
that all uncollected U,L.I.D. Assessments which may
have been levied to secure the payment of the principal
of and interest on the bonds being refunded will be
paid directly into the Bond Fund and that all moneys
held in any fund or account of the City created for
the purpose of paying the principal of and interest on
the bonds being refunded be either used to pay the
principal of and interest on such bonds or be trang-
ferred or paid into the Bond Fund.

"{d} Each Ordinance providing for the issuance
of such Parity Bonds shall provide for the payment of
the principal thereof and interest thereon out of the
Bond Fund. Each such Qrdinance shall further provide
that the City will pay into the Reserve Account out of
the U.L.I.D. Assessments required to be paid into the
Bond Fund and, if necessary, out of moneys in the Water
and Sewer Fund and revenue of the waterworks utility
of the City approximately egqual annual amounts which,
together with the balance then in the Reserve Account
and the Reserve Account in the 1962 Bond Fund, will
equal within five years after the date of issuance of
such Parity Bonds, the average annual amount (excluding
from such average any Term Bond Maturity Year) required
to pay the principal of and interest on the Bonds and
all Parity Bonds then outstanding, including such
additional or refunding revenue bonds, but excluding
any bonds to be refunded thereby. In the event no
U.L.I1.D. Assessments are levied to secure the payment
of such Parity Bonds, or there are no outstanding
U.L.I.D. Assessments levied to secure the payment of
the principal of and interest on the revenue bonds
being refunded by such refunding Parity Bonds, then
the City shall make the payments necessary to
establish the required balance in the Reserve Account
within five years from the date of the issuance of
such Parity Bonds in approximately egual monthly
amounts.

"(e} At the time of the issuance of such Parity
Bonds the City shall have on file a certificate from
any licensed professional engineer experienced in the
design, construction and operation of municipal utility
(which certificate may not be dated more than ninety
days prior to the date of delivery of such Parity
Bonds) showing that in his professional opinion the
'annual income available for revenue bond debt service'
for each year after the date of issuance of such Parity
Bonds shall be at least 1.30 times the average annual
amount (computed as of the delivery date of the Parity
Bonds) reguired to be paid into the Bond Fund, exclusive
of any Term Bond Maturity Year, for the payment of the
principal of and interest on the Bonds and Parity Bonds;
provided, however, that this certificate shall not be
required if the proposed Parity Bonds are refunding
bonds and the average annual debt service requirements
on the refunding bonds are not increased over the
average annual debt service requirements on the bonds
being refunded.
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"Such annual income available for revenue
bond debt service shall be determined by adding
the annual adjusted net income derived from revenues,
computed as provided in subparagraph 1 and the
annual installments of the U.L.I.D. Assessments
that will be collected each year computed as pro-
vided in subparagraph 2.

"l. Such annual adjusted net income derived
from revenues shall be determined as
follows:

l’a.

"b.

'I‘IC.

The net income of the waterworks
utility of the City for any twelve
consecutive months out of the twenty-
four months immediately preceding

the month of delivery of such Parity
Bonds shall be determined from an

audit of the Division of Municipal
Corporations of the State Auditor's
office, if available, or from a
financial statement of the waterworks
utility of the City prepared by an
independent Certified Public Accountant,
or a financial statement of the water-
works utility of the City authenticated
by the City Clerk.

"The words 'net income' as used in the
preceding subparagraph a shall mean the
revenue of the waterworks utility of the
City less operating and maintenance
expenses but excluding depreciation.

Such historical net income shdll be ad-
justed to reflect a full twelve months'
income from the rates and charges
effective on the date of such certificate
if there has been any change in such
effective rates and charges during or
after such twelve-consecutive-month
period.

The following amounts may be added to
such adjusted net income:

"(1) The net income derived from those
customers of the waterworks utility
of the City that have become customers
during such twelve-consecutive-month
period or thereafter and prior to
the date of such certificate, adjusted
to reflect a year's net income from
each such customer,

"{2}) The annual net income to be derived
from the potential customers,
wherever located on the waterworks
utility of the City who have paid
the required connection charge or
permit.
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"(3) The annual net income to be derived
by the waterworks utility of the
City from any person, firm, associ-
ation, corporation or municipal
corporation under any executed
service contract which income is
not included in any of the sources
of net income heretofore described
in this subparagraph 1.

"{4) The annual net income to be derived
by the waterworks utility of the
City as a result of any facilities
of the waterworks utility of the
City under construction but not
completed at the time of such
certificate, which income is not
included in any of the sources of
income heretofore described in this
subparagraph 1l.

"(5) The annual net income to be received
each year by the waterworks utility
of the City as a result of any
facilities of the waterworks utility
of the City to be acquired, con-*
structed or installed out of the
proceeds of the sale of such Parity
Bonds.

"The amount of the annual adjusted
net income derived from revenues
determined as provided immediately
above shall be computed as part of
the annual income available for
revenue bond debt service for each
succeeding year to and including the
last year that any Bonds and any
Parity Bonds then outstanding mature.

Such annual installments ¢of U.L.I.D. Assessments
that will be collected each year shall be
determined as follows:

lla.

"b-

The amount of the unpaid balance of each
assessment roll of any utility local
improvement district or districts of the
City which has been or will have been
levied to secure the payment of any Parity
Bonds then outstanding shall be obtained
from the records of the City Treasurer.

In the event that the period permitted by
law for the payment of assessments without
penalty or interest has not elapsed for
one or more of such assessment rolls,
fifteen percent of each such assessment
roll shall be deducted therefrom as the
estimated amount that would be paid during
that period (hereinafter called 'Estimated
Prepayments') .

Five percent of each such balance shall be

deducted for estimated delingquency in
assessment payments.
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"c. The balance then remaining on each such
assessment roll shall be divided by the
number of years in which the installments
of such assessments on each such roll may
be paid without becoming delinguent, and
there shall be added to the amount found
for each year the interest due and payable
on such installments.

"The amount so due each year shall be
computed as part of the annual income
available for revenue bond debt service
for the particular year in which it is
computed to become due.

"3. Before such Parity Bonds may be issued such
certificate must also set forth a schedule
showing the amortization of the Bonds and any
Parity Bonds, which schedule must provide for
the retirement of all Term Bonds on or before
their respective maturity date or dates. All
Estimated Prepayments of U.L.I.D. Assessments,
all money in the Bond Fund on the date of such
certificate, including the money paid into the
Reserve Account therein, interest earned and
to be earned each year on the investment of
such money and ninety percent of the surplus
annual income available for revenue bond debt
service remaining after the payment of annual
fixed debt service on all of such bonds may be
computed as having been applied for the
retirement, plus call premium, if any, of any
of such bonds, Term or otherwise, ahead of

- their fixed maturities and in accordance with
their call provisions. The annual interest
thus saved by the amortization of any or all
of such bonds ahead of their fixed maturities
may then be deducted from the regular annual
fixed debt service required to be used in
determining whether the required coverage
condition for the issuance of such Parity
Bonds on a parity basis with outstanding Bonds
can be met.

"(f) In the event that any Parity Bonds are issued for
the sole purpose of exchanglng with or providing funds to
purchase and retire prior to their maturity any of the
Bonds or any Parity Bonds or any part of such bonds and
the issuance of such Parity Bonds and retirement of outstand-
ing bonds results in a monetary saving to the City, and such
refunding bonds will not require a greater average annual
amount to be paid thereafter than would have been required
to be paid on the bonds being refunded, then the certificate
required in subsection (e) of this Section need not be
obtained to permit such Parity Bonds to be issued on a parity
with any Bonds or Parity Bonds then outstanding, although
the provisions of subsection (a)}, (c} and (d) of this section
must still be complied with.

"To the extent that any provisions of this section are inconsistent
with the provisions of Section 11 of Ordinance No. 206 pertaining to
the issuance of Parity Bonds, the provisions of this section shall

govern as to any Parity Bonds hereafter issued."; and
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WHEREAS, pursuant to Ordinance No. 471, passed by the
City Council and approved by the Mayor on July 9, 1968, tﬁe City
issued and sold $1,000,000.00 par value of "Water and Sewer Revenue
Bonds, 1968," for the purpose of obtaining funds (a) to pay the
cost of carrying out the system or plan of additions to and
betterments and extensions of the waterworks utility of the City,
including the system of sewerage as a part thereof, specified and
adopted by said Ordinance No. 471, and (b} to pay the cost of carrying
out a portion of the systems or plans of additions to and betterments
and extensions of the waterworks utility of the City, including the
system of sewerage as a part therecf, specified and adopted in
Ordinances Nos. 305, 393, as amended, 410 and 420, which "Water and
Sewer Revenue Bonds, 1968," were issued on a parity of lien with
the ocutstanding "Water and Sewer Revenue Bonds, 1962, Series'A," and
"Water and Sewer Refunding and Construction Revenue Bonds, 1967,"
pursuant to the provisions of Section 11 of Ordinance No. 206 and
Section 13 of Ordinance No. 420; and

WHEREAS, pursuant to Ordinance No. 681, passed by the
City Council and approved by the Mayor on May 6, 1975, the City
specified and adopted a system or plan of additions to and betterments
and extensions of the waterworks utility of the City, including the
system of sewerage as a part thereof, declared the estimated cost
thereof as near as may be, ordered the acquisition and construction
of that system or plan, provided the method of financing the same,
authorized the issuance of water and sewer revenue bonds in the
approximate amount of $875,000.00 to provide the proceeds to pay
a part of the cost of such system or plan, created a special
construction fund and provided for the issuance of interest-bearing
warrants drawn upon such construction fund pending the sale of such
bonds and the receipt of grants anticipated to be received from the

State of Washington; and



WHEREAS, it now appears that the City is in need of the
proceeds from the issuance and sale of $900,000.00 par value of
such bonds to provide the proceeds to pay a part of the cost of
carrying out such system or plan;:; and

WHEREAS, Seattle-Northwest Securities Corporation of
Seattle, Washington, heretofore offered to purchase $900,000.00
par value of such water and sewer revenue bonds for such purpose
under the terms and conditions as more particularly hereinafter
set forth; and

WHEREAS, the City Council hereby finds and declares that
all payments required to be made into the "Town of Redmond Water
and Sewer Revenue Bond Fund, 1957," for the outstanding "Water and
Sewer Revenue Bonds, 1962, Series A," and into the "Water and Sewer
Refunding and Construction Revenue Bond Fund, 1967," for the
outstanding "Water and Sewer Refunding and Construction Revenue
Bonds, 1967," and "Water and Sewer Revenue Bonds, 1968," have been
made into the respective bond redemption funds and that David
Livingstone of Hammond, Collier & Wade -~ Livingstone and Associates,
Inc., consulting engineers, a professional engineer experienced in
municipal utilities and licensed to practice in the State of
Washington, has certified that those revenues are sufficient to meet
the 1.40 coverage requirement of such bonds as evidenced by his
certificate to such effect on file with the City Clerk, and provision
is hereinafter made for the accumulation of the necessary reserve
for the water and sewer revenue bonds now proposed to be issued;
NOW, THEREFORE,

| THE CITY COUNCIL OF THE CITY OF REDMOND, WASHINGTCON, DO
ORDAIN, as follows:

SECTION 1 =~ Definitions. As used in this Ordinance, the

following words shall have the following meanings:
(a) "Bonds" shall mean the "Water and Sewer Revenue Bonds,

1975," authorized to be issued by this ordinance.
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(b} "Bond Fund" shall mean the "Water and Sewer Refunding
and Construction Revenue Bond Fund, 1967," created by Ordinance No.
373, and redesignated in Ordinance No. 420, in the office of the City
Treasurer and so designated by Ordinance No. 471.

(c) "City" shall mean the City of Redmond, Washington,

a non-charter optional code city.

(d) "U.L.I.D. assessments" shall mean the assessments
levied in such utility local improvement districts of the City as
have heretofore or may hereafter be created under state law authorizing
the creation of the same gnd shall include installments therecof and
interest and any penalties thereon.

(e) "Revenue of the waterworks utility of the City" shall
mean all the éarnings and revenue received by the waterworks utility
of the City from any source whatsoever, except general ad valorem
taxes, U.L.I.D. assessments, proceeds from the sale of City property,
and bond proceeds.

(£} "Operating and maintenance expenses" shgll mean all
reasonable.expenses incurred by the City in causing the waterworks
utility of the City to be operated and maintained in good repair,
working ordexr and condition.

(g) "Parity Bonds" shall mean the outstanding "Water and
Sewer Revenue Bonds, 1962, Series A," "Water and Sewer Refunding and
Construction Revenue Bonds, 1967," "Water and Sewer Revenue Bonds,
1968," and any and all water and sewer revenue bonds of the City
issued after the aate of the issuance of the Bonds, the payment of
the principal of and interest on which constitutes a lien and charge
upon revenue of the waterworks utility of the City and upon all
U.L.I.D. assessments hereafter required to be paid into the Bond
Fund equal in rank with the lien and charge upon such revenue required
to be paid into the Bond Fund to pay and secure the payment of the

principal of and interest on the Bonds.
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(h) "Junior Lien Bonds" shall mean the outstanding "Water
and Sewer Revenue Bonds, 1970," of the City authorized to be issued
pursuant to Ordinance No. 535 and the outstanding "Water and Sewer
Revenue Bonds, 1972," of the City authorized to be issued by Ordinance
No, 590 and any additional water and sewer revenue bonds hereafter
issued on a parity therewith pursuant to the provisions of Section 10
of Ordinance No., 590.

(i) “Tgrm Bond Maturity Year" shall mean any last calendar
year in which the bonds of any one issue or series now or hereafter
scheduled to mature (regardless of any reservation of prior redemption
rights) is more than 1.25 times the average annual principal maturity
on the bonds of such issue or series for the three maturity years
immediately precedihg such Term Bond Maturity Year.

(3] "Tarm Bonds" shall mean those outstanding'bonds of any
single issue or series scheduled to mature in any Term Bond Maturity
Year.

(k) "waterworks utility" shall mean the waterworks utility
of the City, including the system of sewerage as a part thereof,
together with all additions theretq and betterments and extensions
thereof at any time made or constructed.

SECTIQN 2 - Provision for Issuance of Bonds. For the

purpose of providing a part of the funds with which to carry out the
system or plan of additions to and betterments and extensions of the
waterworks utility of the City specified and adopted by Ordinance

No. 681, there shall be issued and sold $900,000.00 par value of the
Bonds (herein designated as "Water and Sewer Revenue Bonds, 1975").
The Bonds shall be in denominations of $5,000.00 each; shall be dated
December 1, 1975; shall bear interest at the rates hereinafter set
forth, payable semiannually on June 1l and December 1 of each year,
interest to maturity to be evidenced by coupons to be attached to the
Bonds with full obligation on ﬁhe part of the City to pay interest at
the bond rates from and after the maturity dates until the Bonds with

interest are paid in full. Both principal of and interest on the
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Bonds shall be payable in lawful money of the United States of
America at the office of the City Treasurer of the City. The Bonds
shall be payable solely out of the Bond Fund. The Bonds shall be a
valid claim of the holder thereof only as against the Bond Fund and
the fixed amount of the revenue of the waterworks utility of the
City pledged to such fund and shall not be a general obligation of
the City. The Bonds shall be issued in coupon form, and shall be
registrable as to principal only or as to both principal and interest
at the office of the City Treasurer as registrar. The Bonds shall be
numbered, shall mature and shall bear interest in accordance with

the following schedule:

Bond Numbers Interest
{Inclusive) Amounts Rates Maturities
1 to 21 $105,000 7.50% December 1, 1991
22 to 43 110,000 7.50% December 1, 1992
44 to 66 115,000 7.50% December 1, 1993
67 to 91 125,000 7.60% December 1, 1994
92 to 118 135,000 7.70% December 1, 1995
119 to 146 140,000 7.75% ' December 1, 1996
147 to 180 170,000 7.75% December 1, 1997

SECTION 3 - Option for Prior Redemption. The City

reserves the right to redeem the outspanding Bonds as a whole, or

in part in inverse numerical order, on December 1, 1985, at a redemption
price of 102-1/2% of par, plus accrued interest to the daéé of such
redemption, or on any semiannual interest payment date thereafte;

with such redemption price declining 1/2 of 1% annually to par on

or after December 1, 1990.

Notice of any call for redemption of the Bonds prior to
their stated maturity dates shall be published once in the official
newspaper of the City not less than 30 nor more than 45 days prior
to the date of redemption. Notice of such call for redemption shall
alsc be mailed to Seattle-Northwest Securities Corporation at its
principal office in Seattle, Washington, or its successors, within
the same period. In addition, such redemption notice shall also be
sent to Moody's Investors Service, Inc., and Standard & Poor's
Corporation, at their offices in New York, New York, but the mailing

of such notice to such corporations shall not be a condition precedent
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to the redemption of such Bonds. Interest on any Bonds so called
for redemption shall cease on such interest coupon due date upon
payment of the call price into the Bond Fund.

SECTION 4 - Deposits to Bond Fund and Lien Position of

Bonds. So long as Bonds are outstanding against the Bond Fund,

the Treasurer of the City shall set aside and pay into the Bond Fund,

out of the revenue of the waterworks utility of the City, a fixed
amount without regard to any fixed proportion, namely:

{(a) Into the Principal and Interest Account
therein, on or before the 20th day of each month,
beginning with the month of December, 1975, and
continuing monthly thereafter, 1/6th of the next
ensuing 6 months' interest requirements and
beginning with the month of December, 1990, and
continuing thereafter, 1/12th of the next ensuing
12 months' requirements for principal of the Bonds;
and

(b) On December 20, 1975, and thereafter on or
before the 20th day of each month, there shall be
set aside and paid into the Reserve Account in the
Bond Fund out of the revenue of the waterworks
utility of the City, an amount which, together with
the payments required to be made therein by Ordinances
Nos. 420 and 471, will, by December 1, 1980, provide
a total amount in the Reserve Account in the Bond
Fund of not less than $229,228.00 .

The Reserve Account may be accumulated from any other moneys

which the City may have available for such purpose, in addition to
using the revenue of the waterworks utility of the City therefor,
including any U.L.I.D. assessments pledged to be paid into the Bond
Fund. The Reserve Account shall, except for withdrawals therefrom
as authorized herein, after the total reserve amount has been
accumulated therein be maintained in such amount at all times so
long as any of the Bonds, and Parity Bonds pavable from the Bond
Fund is outstanding, except that when the total amount in the Bond
Fund shall equal the total amount of the principal and interest on
all outstanding Bonds and such Parity Bonds to the last maturity
thereof no further payments need be made into the Bond Fund, and
such amounts in the Reserve Account may then be used to make those

remaining principal and interest payments.
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In the event that there shall be a deficiency in the
Principal and Interest Account in the Bond Fund to meet maturing
installments of either principal or interest as the case may be,
such deficiency shall be made up from the Reserve Account by the
withdrawal of cash therefrom for that purpose. Any deficiency
created in the Reserve Account by reason of any such withdrawal shall
then be made up from the revenue of the waterworks utility of the
City and any U.L.I.D. assessments pledged to be paia into the Bond
Fund first available after making necessary provisions for the
required payment into the Principal and Interest Account. The moneys
in the Reserve Account shall otherwise be held intact, and may be
applied against the last outstanding Bonds and Parity Bonds payable
from the Bond Fund.

All moneys in the Reserve Account above provided for may
be kept on deposit in the official bank depository of the City or in
any national bank or may be invested in United States Government
obligations maturing not later than twelve years from date of issue
and in no event later than March 1, 1998. Interest on any such
investment or on such bank account shall be deposited in and become
a part of the Reserve Account until the total reserve amount shall
have been accumulated therein.

The revenue of the waterworks utility of the City is hereby
pledged to such payments, and the Bonds shall constitute a charge and
lien upon such revenue pfior and superior to all other charges and
liens whatsoever including the charge and lien thereon for the Junior
Lien Bonds, excluding charges for maintenance and operation of such
utility, except that the charge and lien upon such revenue for the
Bonds shall be on a parity with the charge and lien upon the same for
any outstanding Parity Bonds.

SECTION 5 - Bond Fund Considerations. The City Council

and corporate authorities of the City hereby declare that in fixing
the amounts to be paid into the Bond Fund as aforesaid that they have

considered and had due regard for the cost of operation and maintenance
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of the waterworks utility of the City and have not set aside into

the Bond Fund a greater amount or proportion of the revenue of the
waterworks utility of the City than in their judgment will be
available over and above the cost of maintenance and operation of
the waterworks utility of the City and the debt service requirements
for the presently outstanding Parity Bonds and Junior Lien Bonds.
SECTION 6 - Bond Form. The Bonds and the interest coupons
attached thereto shall be in substantially the following form:

No. $5,000.00

UNITED STATES OF AMERICA
STATE OF WASHINGTON
CITY OF REDMOND
WATER AND SEWER REVENUE BOND, 1975

%

KNOW ALL MEN BY THESE PRESENTS: That the City of
Redmond, Washington (hereinafter called the "City"),
for value received hereby promises to pay to bearer
on the FIRST DAY OF DECEMBER, 19 , the principal sum
of

FIVE THOUSAND DOLLARS

together with interest thereon at the rate of %
per annum from the date hereof until the principal

sum is paid in full, or until this bond, if callable,
shall have been duly called for redemption and the
redemption price, including interest to such call date,
has been deposited in the "Water and Sewer Refunding
and Construction Revenue Bond Fund, 1967" (hereinafter
called the "Bond Fund"), of the City. Interest is
payable semiannually on June 1 and December l. Interest
falling due on and prior to maturity is evidenced by
and payable upon the surrender of the attached interest
coupons as they severally become due (unless this bond
is registered as to both principal and interest} with
full obligation on the part of the City to pay interest
at the same rate from and after the bond maturity date
until this bond with interest is paid in full or moneys
are available in the Bond Fund for payment in full.

Both principal of and interest on this bond are
payable in lawful money of the United States of America
at the office of the City Treasurer of the City solely
out of the Bond Fund, into which fund the City hereby
irrevocably binds itself to pay certain fixed amounts
out of the gross revenues of the waterworks utility of
the City, including the sewerage system as a part
thereof, now belonging, or which may hereafter belong
to the City, including all additions, replacements,
extensions and betterments now or at any time hexeafter
made or constructed, without regard to any fixed
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proportion, namely, amounts sufficient to pay the
principal of and interest on the bonds of this issue
and on the outstanding "Water and Sewer Refunding and
Construction Revenue Bonds, 1967," and "Water and
Sewer Revenue Bonds, 1968," as they respectively
become due and to create a reserve, all at the times
and in the manner set forth in Ordinances Nos. 420,
471 and . The bonds of this issue are not a
general obligation of the City.

This bond is one of a total issue of $900,000.00
par value of bonds, all of like date, tenor and
effect, except for maturities and interest rates,
all payable from the Bond Fund and all issued by the
City under and pursuant to the laws of the State of
Washington and Ordinance No. of the City for
the purpose of providing a part of the funds to pay
the cost and expense of carrying out the system or
plan of additions to and betterments and extensions
of the waterworks utility of the City, including the
sewerage system as a part thereof, adopted by Oxdinance
No. 681, Reference is hereby made to Ordinance No.

' as more fully describing the covenants with and
r;gﬁts of holders of bonds of this issue.

The City reserves the right to redeem the outstanding
bonds as a whole, or in part in inverse numerical order,
on December 1, 1985, at a redemption price of 102-1/2%
of par, plus accrued interest to the date of such
redemption, or on any semiannual interest payment date
thereafter with such redemption price declining 1/2 of
1% annually to par on or after December 1, 1990.

Notice of any call for redemption of the bonds prior
to their stated maturity dates shall be published once
in the official newspaper of the City not less than 30
nor more than 45 days prior to the date of redemption.
Notice of such call for redemption shall also be mailed
to Seattle-Northwest Securities Corporation at its
principal office in Seattle, Washington, or its successor,
within the same period. In addition, such redemption
notice shall also be sent to Moody's Investors Service,
Inc., and Standard & Poor's Corporation, at their offices
in New York, New York, but the mailing of such notice
to such corporaticns shall not be a condition precedent
to the redemption of such bonds. Interest on any bonds
so called for redemption shall cease on such interest
coupon due date upon payment of the call price into the
Bond Fund.

The gross revenues from the waterworks utility of
the City, including the sewerage system as a part
thereof, together with all additions thereto and better-
ments and extensions thereof at any time made, are
hereby pledged for the payment of the bonds of this
issue at any time outstanding, both principal and
interest, and such payment and pledge shall constitute
a charge and lien upon such gross revenues prior and
superior to all other charges and liens whatsoever
including the charge and lien thereon for Junior Lien
Bonds as defined in Ordinance No. , excluding
charges for maintenance and operation of such utility,
except that the charge and lien upon such gross
revenues for the bonds of this issue shall be on
a parity with the charge and lien upon the same for the
outstanding "Water and Sewer Revenue Bonds, 1962,
Series A," dated October 1, 1962, the outstanding
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follows:

"Water and Sewer Refunding and Construction Revenue
Bonds, 1967," dated Marxrch 1, 1967, the outstanding
"Water and Sewer Revenue Bonds, 1968," dated July 1,
1968, and any additional revenue bonds hereafter
issued on a parity therewith in accordance with the
provisions of Section 11 of Ordinance No. 206, Section
13 of Ordinance No. 420, Section 13 of Ordinance No.
471 and Section 10 of Ordinance No. .

The City hereby covenants and agrees with the
holder of this bond that it will keep and perform
all of the covenants of this bond and of Ordinance
No. to be by it kept and performed and it
further covenants and agrees to maintain in good
condition and to operate such waterworks utility
of the City, including the sewerage system as a part
thereof, and to establish, maintain and collect such
rates and charges in connection therewith, as will
produce the gross revenues necessary to meet the
obligations of the City as herein set forth and as
set forth in Ordinance No. .

It is hereby certified and declared that the bonds
are issued pursuant to and in strict compliance with
the Constitution and laws of the State of Washington
and the ordinances of the City relating thereto and
that all acts, conditions and things required to be
done precedent to and in the issuance of this bond
have happened, been done and been performed as
required by law.

IN WITNESS WHEREOF, the City has caused this bond
to be signed by the manual signature of its Mayor
and attested by the facsimile signature of its City Clerk
and its corporate seal to be hereto affixed and the
interest coupons attached to be signed with the
facsimile signatures of those officials this first
day of December, 1975.

CITY OF REDMOND, WASHINGTON

By

Mayor
ATTEST:

(facsimile signature)
City Clerk

The form of the interest coupon shall be substantially as

Coupon No.

$

On the FIRST DAY OF (JUNE) (DECEMBER), 19 , the
CITY OF REDMOND, WASHINGTON, upon presentation and
surrender of this coupon will pay to bearer at the
office of the City Treasurer the amount shown hereon
in lawful money of the United States of America from
the special fund of the City, known as the "Water and
Sewer Refunding and Construction Revenue Bond Fund,
1967," that sum being six months' interest then due
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on its "Water and Sewer Revenue Bond, 1975," dated
December 1, 1975, and numbered .

CITY OF REDMOND, WASHINGTON

By (facsimile signature)
Mayoxr

ATTEST:

(facsimile signature)
City Clerk

The registration certificate to be printed on the Bonds
shall be in substantially the following form:

This bond may be registered in the name of the
holder at the office of the Treasurer of the City
of Redmond, Washington, as Registrar, as to principal
only, such registration being noted hereon by the
Registrar in the registration blank below, after
which no transfer shall be valid unless made by the
registered holder or his attorney duly authorized
and similarly noted in the registration blank below,
but it may be discharged from registration by being
transferred to bearer after which it shall be
transferable by delivery, but it may again be
registered as before. The registration of this bond
as to principal shall not restrain the transfer of
the coupons by delivery but the coupons may be
surrendered and the interest made payable only to
the registered holder, in which event the Registrar
shall note in the registration blank below that the
bond is registered as to interest as well as to
principal.

With the consent of the holder and of the City,
but always at the expense of the holder, this bond
when converted into a bond registered as to both
principal and interest may be reconverted into a
coupen bond and again converted into a bond registered
as to principal, or as to both principal and interest,
as hereinabove provided. Upon reconversion of this
bond, when registered as to principal and interest,
into a coupon bend, new coupons representing the
interest to accrue hereon to date of maturity shall
be attached hereto by the Registrar who shall note in
the registration blank below whether the bond is
registered as to principal only or payable to bearer.

Date of In Whose Hame Manner of Signature of
Registration Registered Registration Registrar

SECTION 7 - Execution of Bonds. The Bonds shall be printed

on lithographed forms, shall be signed by the manual signature of

the Mayor and attested by the facsimile signature of the City Clerk, and
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shall have the seal of the City affixed thereto and the coupons
shall bear the facsimile signatures of the Mayor and the City Clerk,.

SECTION 8 ~ Defeasance Clause. In the event the City

shall issue advance refunding bonds pursuant to the laws of the State
of Washington to pay the principal of and interest on the Bonds or
such portion thereof included in the refunding plan as the same become
due and payable and to refund all such then ocutstanding Bonds and to
pay the cost of refunding, and shall have irrevocably set aside for
and pledged to such payment and refunding, moneys and/or direct
obligations of the United States of America or other legal investments
sufficient in amount, together with known earned income from the
investment thereof, to make such payments and to accbmplish the
refunding as scheduled, and shall irrevocably make provisions for
redemption of such Bonds, then in that case all right and interest

of the owners or holders of the Bonds to be so retired or refunded

and the appurtenant coupons in the covenants of this ordinance and in
the revenue of the waterworks utility of the City, funds and accounts
obligated to the payment of such Bonds, except the right to receive
the funds so set aside and pledged, shall thereupon cease and become
void and the City may then apply any moneys in any fund or account
established for the payment or redemption of such Bonds or coupons
to'any lawful purposes as it shall determine.

In the event that the refunding plan provides that the
refunding bonds be secured by cash and/or direct obligations of the
United States of America or other legal investments pending the
prior redemption of those Bonds being refunded, and if such refunding
plan also provides that certain cash and/or direct obligations of the
United States of America or other legal investments are irrevocably
pledged for the prior redemption of those Bonds included in the
refunding plan, then only the debt service on the Bonds and the
refunding bonds payable from the revenue of the waterworks utility
of the City shall be included in the computation of coverage for

determining compliance with the rate covenants.
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SECTION 9 - Covenants. The City hereby covenants and

agrees with the owner and holder of each Bond at any time outstanding

as follows:

(a) That it will not sell, lease, mortgage, or
in any manner encumber or dispose of all the
properties of the waterworks utility of the City,
unless provision is made for payment into the Bond
Fund of a sum sufficient to pay the principal of
and interest on all Bonds and all Parity Bonds at
that time outstanding, and that it will not sell,
lease, mortgage, or in any manner encumber or
dispose of any part of the waterworks utility of
the City that is used, useful and material to the
operation thereof, unless provision is made for the
replacement thereof, or for payment into the Bond
Fund of an amount which shall bear the same ratio
to the amount of outstanding Bonds and Parity Bonds
as the revenue available for debt service for such
outstanding Bonds and Parity Bonds for the twelve
months preceding such sale, lease, encumbrance or
disposal from the portion of the utility sold,
leased, encumbered or disposed of bears to the
revenue available for debt service for such Bonds
from the entire utility for the same period. Any
such moneys so paid into the Bond Fund shall be
used to retire such outstanding Bonds and Parity
Bonds at the earliest possible date.

(b) That at such time as the "Water and Sewer
Revenue Bonds, 1962, Series A," have been retired
or provision made for the retirement thereof,
Section 5 (b) of Ordinance No. 294 shall no longer
apply and the following provisions shall become
effective: The City will establish, maintain and
caollect rates and charges for sanitary sewage
disposal service furnished by the waterworks utility
of the City, which together with other revenue of
the waterworks utility of the City and collection
of U.L.I.D. assessments in any utility local improve-
ment district hereafter created to secure the payment
of any Parity Bonds hereafter issued or the assess-
ments in which shall be pledged to be paid into the
Bond Fund, will provide amounts equal to at least 1.30
times the average annual amount, excluding from the
computation of such average any Term Bond Maturity
Year, required to be paid into the Bond Fund to pay
the principal of and interest on the Bonds and any
Parity Bonds then outstanding, after operating and
maintenance expenses have been paid, but before
depreciation. Such average annual debt service shall
be computed each year.

(c) That it will at all times maintain and keep
the waterworks utility of the City in good repair,
working order and condition, and also will at all
times operate such utility and the business in
connection therewith in an efficient manner and at
a reasonable cost.

(d) That it will pay all costs of maintenance and

operation of the waterworks utility of the City and
the debt service requirements of the outstanding Bonds
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and Parity Bonds and otherwise meet the obligations
of the City as herein set forth.

(e} That it will, while any of the Bonds remains
outstanding, keep proper and separate accounts and
records in which complete and correct entries shall
be made of all transactions relating to the water-
works utility of the City, and it will furnish the
original purchaser or purchasers of the Bonds or
any subsequent holder or holders thereof, at the
written request of such holder or holders, complete
operating and income statements of the waterworks
utility of the City in reasonable detail covering
any calendar year, showing the financial condition
of the water and sewer departments and compliance
with the terms and conditions of this Ordinance, not
more than 120 days after the close of such calendar
year, ‘and it will grant any holder or holders of at
least twenty~five percent of the outstanding Bonds
the right at all reasonable times to inspect the
entire waterworks utility of the City and all records,
accounts and data of the City relating thereto. Upon
request of any holder of any of the Bonds, it will
also furnish to such holder a copy.cf the most
recently completed audit of the City's accounts by
the State Auditor of Washington or independent
certified public accountant.

(f) That it will not furnish water or sanitary
sewage dlsposal service to any customer whatsoever
free of charge and will promptly take legal action
to enforce collection of all delinquent accounts,

(g) That it will carry the types of insurance
on its properties of the waterworks utility of the
City in the amounts normally carried by private
water and sewer companies engaged in the operation
of water and sewerage systems, and the cost of such
insurance shall be considered a part of operating
and maintaining said utility. If, as, and when,
the United States of America or some agency thereof
shall provide for war risk insurance, the City
further agrees to take out and maintain such insurance
on all or such portions of said system on which such
war risk insurance may be written in an amount or
amounts to cover adequately the value thereof.

(h) That it will make no use of the proceeds of
the Bonds or other funds of the City at any time
during the term of the Bonds which, if such use had
been reasonably expected at the date that the Bonds
are issued, would have caused such Bonds to be
arbitrage bonds within the meaning of Section 103(d)
of the United States Internal Revenue Code of 1954,
and for this purpose it further covenants that none
of the proceeds of the Bonds or the investment of
such proceeds will be used to acquire obligations the
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adjusted yield on which will exceed the adjusted yield
produced by the Bonds, both such adjusted yields being
computed pursuant to and subject to the requirements and
exceptions of Sections 1.103-13 and 1.103-14 of the
regulations of the United States Treasury Department
published in the Federal Register on May 3, 1973

(except for refunding bonds which is covered by proposed
regulations published in the Federal Register on
December 3, 1975), as the same may be changed from time
to time, or any other applicable regulations hereafter
adopted.

SECTION 10 - Provision for Additional Parity Bonds. The

City hereby further covenants and agrees with the owner and holder
of each of the Bonds for as long as any of the same is.outstanding
that it will not create any special fund or funds for the payment
of the principal of and interest on any other revenue bonds which
will rank on a parity with the Bonds, except that it reserves the
right (1) to issue additional revenue bonds for the purpose of
acquiring, constructing and installing additions and betterments to
the waterworks utility of the City, or (2) to issue refunding revenue
bonds for the purpose of refunding or purchasing and retiring at or
prior to their maturity any outstanding revenue bonds of the City,
(such additional and/or refunding bonds being herein included in the
definition of "Parity Bonds") and to make payments into the Bond Fund
out of the revenue of the waterworks utility of the City, which
together with U.L.I.D. assessments collected and paid into the Bond
Fund, will be sufficient to pay the principal of and interest on
such Parity Bonds and to maintain the reserves required therefor,
which such payments may rank egqually with the payments required by
this Ordinance to be made into the Bond Fund and the Reserve Account
created therein for the payment of the principal of and interest on
the Bonds and presently outstanding Parity Bonds upon compliance
with the conditions set forth in Section 11 of Ordinance No. 206 and
Section 13 of Ordinance No. 420 which Sections by this reference are
incorporated herein and made a part hereof.

Nothing contained in this Ordinance shall prevent the City

from issuing revenue bonds which are a charge upon the revenue of the
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waterworks utility of the City junior or inferior to the payments
required to be made therefrom into the Bond Fund and the Reserve
Account therein, or from pledging the payment of U.L.I.D. assessments
*into the bond redemption fund created for the payment of the principal
of and interest on such junior lien bonds as long as such U.L.I.D.
assessments are levied for impr&vements constructed from the proceeds
of such junior lien bonds. Nor shall anything contained in this
Ordinance prevent the City from issuing revenue bonds to refund
maturing revenue bonds of the City for the payment of which moneys

are not otherwise available. |

SECTION 1l - Sale and Delivery of Bonds. Seattle-

Northwest Securities Corporation of Seattle, Washington, heretofore
offered to purchase the Bonds at a price of $98.00 for each $100.00
par value thereoﬁ, plus accrued interest from the date of issuance
to the date of delivery of the Bonds, the City to furnish at its
expense the Bonds, together with the approving legal opinion of
Messrs. Roberts, Shefelman, Lawrence, Gay & Moch, municipal bond
counsel of Seattle, Washingtqn. The City Council, deeming that no
better offer could be received for the Bonds and that it was in the
best interests of the City to accept that offer, duly accepted the
same on December 2, 1975, and such acceptance is now ratified and
confirmed. The Bonds shall, therefore, immediately upon their
execution be delivered to Seattle-Northwest Securities Corporation
upon payment therefor in accordance with that offer. The accrued
interest received, if any, shall be deposited in the Principal and
Interest Account in the Bond Fund and the principal proceeds shall
be deposited in the "Water and Sewer Construction Fund, 1975," of
the City created by Ordinance No. 68l for the purpose of carrying
out the improvements described in and ordered to be carried out by
said Ordinance No. 681 and paying for the expenses incurred in the

issuance of the Bohds.
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SECTION 12 - Effective Date. This Ordinance shall take

effect and be in force five days after the date of its publication
in the manner provided by law.

PASSED by the City Council of the City of Redmond,
Washington, at a regular open public meeting thereof and APPROVED

by the Mayor this l6th day of December, 1975.

CITY OF MOND, WASHINGTON

SELWYN 1. S;OUNGA/V ;J
V %4

Mayor

By

ATTEST: )
DOR

Deputy City Clerk

Published in the Sammamish Valley News on JRA-2A2-75
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