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ORDINANCE NO 2423

AN ORDINANCE RELATING TO THE WATERWORKS UTILITY OF
THE CITY, SPECIFYING, ADOPTING AND ORDERING THE
CARRYING OUT OF ADDITIONS TO AND BETTERMENTS AND
EXTENSIONS OF THE WATERWORKS UTILITY, PROVIDING FOR
THE ISSUANCE OF $11,755,000 AGGREGATE PRINCIPAL
AMOUNT OF WATER AND WASTEWATER REVENUE BONDS, 2008,
OF THE CITY TQ PROVIDE PART QF THE FUNDS WITH WHICH
TO PAY THE COST OQF CARRYING OUT SUCH ADDITIONS,
BETTERMENTS AND EXTENSIONS AND THE COSTS OF ISSUANCE
AND SALE OF SUCH BONDS, FIXING THE DATE,
DENOMINATIONS, TERMS, REDEMPTION AND REGISTRATION
PRIVILEGES, MATURITIES, INTEREST RATES AND COVENANTS
OF SUCH BONDS, CREATING A BOND FUND, AND PROVIDING
FOR THE SALE AND DELIVERY OF THE BONDS TO SEATTLE-
NORTHWEST SECURITIES CORPORATION OF SEATTLE,
WASHINGTON

WHEREAS, the City of Redmond (the ™“City”) now owns,
maintaine and operates a combined water and sewerage system,
which combined systems comprise the waterworks utility of the
City, and

WHBREAS, the Caity currently operates a storm and surface
water drainage system, and

WHEREAS, the City Council has determined 1t 1s in the best
interests of the City to combine the storm and surface water
drainage system with the waterworks utility of the City for the
purpose of debt issuance, and

WHEREAS, pursuant to the Capital Improvement Plan 1in the
City’s Comprehensive Plan, the City has planned to undertake
certain additions, betterments or extensions to the System
(hereinafter defined), and

WHEREAS, pursuant to chapter 35 92 RCW, the City 1is
authorized to sell and i1ssue, without an election, revenue bonds
of the Caity to make additions, betterments or extensions to the
System, and

WHEREAS, 1t 1s 1n the best 1interests of the City to 1issue
and sell revenue bonds to pay a portion of the costs of making
certain additions, betterments and extensions to the System,
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including, but not 1limited to, well, tank and pump station
improvements to pay for the costs of 1ssuance and sale of such
bonds, and

WHEREAS, Seattle-Northwest Securities Corporation (the
“Purchaser”) has offered, by way of a Bond Purchase Agreement
(the “Purchase Agreement”), to purchase such revenue bonds upon
the terms and conditions hereinafter set forth, NOW, THEREFORE,

THE CITY COUNCIL OF THE CITY OF REDMOND, WASHINGTON, DO
ORDAIN AS FOLLOWS

Section 1. Definitions. Unless the context otherwise
requires, the terms defined in this Section 1 shall, for all
purposes of this ordinance, have the following meanings, such
definitions to be equally applicable to both the singular and
plural forms of any of the terms defined

“Accreted Value” means (a) with zrespect to any Capaital
Appreciation Bonds, as of any date of calculation, the sum of the
amount set forth in the ordinance authorizing their issuance as
the amount representing the 1initial praincipal amount of such
Capital Appreciataion Bonds plus the interest accumulated,
compounded and unpaid thereon as of the most recent compounding
date, or (b) with respect to Original Issue Discount Bonds, as of
the date of calculation, the amount representing the initial
public offering price of such Original Issue Discount Bonds plus
the amount of discounted principal that has accreted since their
date of 1issue In each case, the Accreted Value shall be
determined 1in accordance with the provisions of the ordinance
authorizing the i1ssuance of such Capital Appreciation Bonds

“Annual Debt Service” means the total amount of Debt Service
for any Parity Bond or series of Parity Bonds 1in any fiscal year
or Base Period

“Average Annual Debt Service” means, as of i1ts date of
calculation, the sum of Annual Debt Service with respect to all
Parity Bonds outstanding (including all Parity Bonds maturing in
the fiscal year of calculation) for all fiscal years during which
those Parity Bonds are scheduled to remain outstanding, divided
by the number of those fiscal years (without regard to bond

years)

“Balloon Maturity Bonds” means any Future Parity Bonds that
are so designated in the ordinance pursuant to which they are
1ssued
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“Base Period” means any consecutive 1l2-month period selected
by the City out of the 24-month period next preceding the date of
1ssuance of an additional series of Future Parity Bonds

“Beneficial Owner” means, with respect to any Bond, the
person named on the records of the Custodian as havaing the right,
without a physical certaificate evidencing such right, to
transfer, to hypothecate and to receive the payment of the
principal of, premium, 1f any, and interest on such Bond as the
same becomes due and payable

“Bond Counsel” means any £firm of lawyers nationally
recognized and accepted as bond counsel and so engaged by the
City for that purpose

“Bond Fund” means the special fund of the City known as the
“Waterworks Utility Revenue Bond Fund,” which 18 created and
established pursuant to Section 7 of this ordinance

“Bond Register” means the books or records maintained by the
Bond Reglstrar on which are recorded the names and addresses of
the Registered Owner of each of the Parity Bonds

“Bond Registrar” means the fiscal agent of the State of
Washington as the same may be designated by the State from taime
to time

“Bonds” means the $11,755,000 City of Redmond, Washington,
Water and Wastewater Revenue Bonds, 2008, authorized to be 1ssued
by this ordinance

“Book-Entry Termination Date” means the fifth business day
following the date of receipt by the Bond Registrar of the City’s
request to terminate the book-entry system of registering the
beneficial ownership of the Bonds

“Capital Appreciation Bonds” means any Future Parity Bonds
all or a portion of the interest on which 1s compounded,
accumulated and payable only upon redemption or on the maturity
date of such Capital Appreciation Bonds If so provided in the
ordinance authorizing their i1ssuance, Future Parity Bonds may be
deemed to be Capital Appreciation Bonds for only a portion of
their term On the date on which Future Parity Bonds no longer
are Capital Appreciation Bonds, they shall be deemed outstanding
in a principal amount equal to their Accreted Value

“City” means the City of Redmond, Washington, a noncharter
code city of the State of Washington
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“Code” means the Internal Revenue Code of 1986, as amended,
and applicable rules and regulations promulgated thereunder

“Contract Resource Obligation” means (a) the obligation of
the City to pay “"Member Charges,” as defined i1n and pursuant to
the BAmended and Restated Cascade Water Alliance Interlocal
Contract, dated as of December 15, 2004, as now 1n existence and
as the same may be amended in the future in a manner binding on
the City, and (b) any other obligation of the City, designated as
a Contract Resource Obligation and entered into pursuant to
Section 22 of this ordinance, to make payments for water or sewer
supply, transmission or other commodity or service to another
person or entity (including, without Iimitation a separate
utilaity system, created pursuant to Sectaion 20 of this
ordinance)

“Contract Revenue” means payments made to the City duraing
any fiscal periocd of the City by a Rated Customer under contract
with the City pursuant to which the Rated Customer recelives
services from the System and the payments are either required or
available to be used to pay debt service on Parity Bonds

“Coverage Requirement” means Net Revenue in each fiscal year
at least eqgual to 120% of the amounts required in such £fiscal
year to be paid as scheduled Debt Service on all Parity Bonds,
subtracting from scheduled Debt Service (1) the amount of ULID
Assessments collected 1in such fiscal year and (2) Debt Service
Offsets Furthermore, 1n determining compliance with the
Coverage Requirement, Net Revenues are subject to adjustment to
reflect the following

(a) It 1s the intent of the City that regularly scheduled
net payments under Parity Derivative Products be reflected in the
calculation of Debt Service with respect to the associated Parity
Bonda and not as adjustments to Gross Revenue or Operations and
Maintenance Costs, and

{b) Gross Revenue and Operations and Maintenance Costs may
be adjusted, regardless of then applicable generally accepted
accounting prainciples, for certain items (e g, to omit
unrealized gains or losses 1n investments) to more fairly reflect
the System’s annual operating performance

“Covered Bonds” means the Bonds and those Future Parity
Bonds designated in the ordinance authorizing their issuance as
Covered Bonds secured by the Reserve Account

“Credit Facility” means any bond insurance policy surety
bond, guaranty, letter of credit, standby bond purchase agreement
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or other similar credit and/or liquadity support facilaty
providing for or securing the payment of all or part of the
principal or purchase price of and interest on any evidences of
i1ndebtedness secured by the Net Revenue, 1ssued by an institution
which has been assigned a credit rating at the time of i1ssuance
of the facility in one of the two highest rating categories of
any Rating Agency (without regard to any gradations within a
rating category)

“Custodian” means (a) The Depository Trust Company, New
York, New York, or (b) any successor thereto engaged by the City
to operate a book-entry system for recording, through electronic
or manual means, the beneficial ownership of the Bonds, in which
system no physical certificates are i1ssued to and registered in
the name of the Custodian or 1ts nominee, and del:vered to the
Custodian, provided, that such book-entry system operated by the
Custodian may 2include the use of subsystems of recording the
beneficial ownership of Bonds which are operated by parties other
than the Custodian and the use of a nominee for the Custodian,
and the term "“Custodian,” as used herein, includes any party
operating any such subsystem

“Debt Service” means, for any period of time

(a) With respect to any outstanding Original Issue Discount
Bonds or Capital Appreciation Bonds which are not designated as
Balioon Maturity Bonds in the ordinance authorizing thear
issuance, the principal amount therecf shall be equal to the
Accreted Value thereof maturing or scheduled for redemption in
such period, and the interest payable during such period,

(b) With respect to any outstanding Fixed Rate Bonds, an
amount equal to (1) the principal amount of such Fixed Rate Bonds
due or subject to mandatory redemption during such period and for
which no sinking fund installments have been established, (2} the
amount of any payments required to be made during such period
into any sinking fund established for the payment of any such
Fixed Rate Bonds, plus {3) all interest payable during such
pericd on any such ocutstanding Fixed Rate Bonds and with respect
to Fixed Rate Bonds with mandatory sinking fund requirements,
calculated on the assumption that mandatory sinking fund
installments will be applied to the redemption or retirement of
such Fixed Rate Bonds on the date specified in the ordinance
authorizing such Fixed Rate Bonds, and

(c} With respect to all other Parity Bonds (other than
Fixed Rate Bonds, Original Issue Discount Bonds or Capital
Appreciation Bonds), specifically including, but not limited to,
Balloon Maturity Bonds and Parity Bonds bearing variable rates of
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interest, an amount £for any period equal to the amount which
would have been payable for principal and interest on such Paraty
Bonds during such period computed on the assumption that the
amount of Parity Bonds as of the date of such computation would
be amortized (1) in accordance with the mandatory redemption
provisions, 1f any, set forth in the ordinance authorizing the
issuance of such Parity Bonds, or 1f mandatory redemptaion
provisions are not provided, during a period commencaing on the
date of computation and ending on the date 30 years after the
date of i1ssuance, (2) at an 1nterest rate equal to the yield to
maturity equal to the higher of (1) the average of the SIFMA
Municaipal Swap Index over the 60 month period immediately
preceding the date of computation, or ({i11) the average of the
SIFMA Municipal Swap Index over the 12 month pericd i1mmediately
preceding the date of computation, as determined within ten days
prior to the date of computation or, 1f such computation 1s being
made in connection with  the certificate required by
Section 19(a) (5) hereof, then within ten days prior tc the date
of such certificate, (111) to provide for essentially level
annual debt service of praincipal and interest over such period

Debt Service shall be computed net of any interest funded
out of Parity Bond proceeds Debt Service shall 1include
reimbursement obligations to providers of Credit Facilities to
the extent authorized by ordinance It 18 the City’'s intent that
regularly scheduled payments to be made by or received by the
City under Parity Deraivataive Products shall be added to and
deducted from, respectively, Debt Service with respect to Parity
Bonds associated with such Paraty Deravataive Product, to the
extent authorized by ordinance

“Debt Service Offsets” mean Contract Revenues 1f and to the
extent that such Contract Revenues are deposited into the Bond
Fund during a fiscal period

“Fixed Rate Bonds” means those Parity Bonds other than
Capital Appreciation Bonds, Original Issue Discount Bonds or
Ballcocon Maturaty Bonds 1ssued under an ordinance in which the
rate of interest on such Parity Bonds 1s fixed and determainable
through their final maturaity or for a specified period of taime
If so provided in the ordinance authorizing their issuance,
Parity Bonds may be deemed to be Fixed Rate Bonds for only a
portion of their term

“Future Parity Bonds” means all revenue bonds and other
obligations of the City for borrowed money (including, without
limitation, financing leases) 1ssued or incurred after the date
of the issuance of the Bonds, the payment of which constitutes a
lien and charge on the Net Revenue and ULID Assessments equal in
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rank with the lien and charge upon such revenue and assessments
required to be paxrd into the Bond Fund to pay and secure the
payment of the praincipal of and interest on the Bonds

“Government Obligations” means those obligations descraibed
under the definition of government obligations in RCW
39 53 010(4), as 1t now reads or hereafter may be amended, and
which are otherwise lawful investments for the City at the time
of such investment

“Gross Revenue” means all of the earnaings and revenues
received by the City from the maintenance and operation of the
System and connection and capital improvement charges collected
for the purpose of defraying the cost of capital facilities of
the System, including ainvestment earnings, but excluding
government grants, proceeds from the sale of System property,
City taxes collected by or through the System, principal proceeds
of bonds and earnings or proceeds from any investments in a
trust, defeasance or escrow fund created to defease or refund
System obliagations ({(until commingled with other earnings and
revenues of the System) or held in a special account for the
purpose of paying a rebate to the United States Government under
the Code, and revenue from any Separate System Gross Revenue
shall also 1include any federal or state reimbursements of
operating expenses to the extent such expenses are 1included as
Operations and Maintenance Costs, provided, however, that Gross

Revenue shall not include ULID Assessments For purposes of
determining compliance with the Coverage Requirement, Gross
Revenue shall not 1nclude Contract Revenue Amounts withdrawn

from the Rate Stabilization Account shall increase Gross Revenue
for the period in which they are withdrawn, and amounts deposited
in the Rate Stabilization Account shall reduce Gross Revenue for
the period during which they are deposited Credits to or from
the Rate Stabilization Account that occur within 90 days after
the end of a fiscal year may be treated as occurring within such
fiscal year

“Independent Utilaty Consultant” means a professional
consultant experienced with municipal utilities of comparable
si1ze and character to the System

“Letter of Representations” means the letter of
representations from the City to the Custodian pertaining to the
payment of the Bonds and the “book-entry” system for evidencing
the beneficial ownership of the Bonds prior to the Book-Entry
Termination Date

“"MSRB#” means the Municipal Securities Rulemaking Board
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“Maximum Annual Debt Service” means the highest dollar
amount of Annual Debt Service 1n any fiscal year or Base Period
for all outstanding Parity Bonds and/or for all subordinate lien
evidences of 1indebtedness secured by the Net Revenue, as the
context requires

“Maximum Reserve Requirement” means the maximum dollar
amount permitted by the Internal Revenue Code of 1986, as
amended, includaing applicable regulations thereunder, to be
allocated to a reserve account from tax-exempt bond proceeds
without requiraing a balance to be invested at a restricted yield

“Net Revenue” means Gross Revenue less Operations and
Maintenance Costs In calculating Net Revenue, the City shall
not take into account any non-cash gains or losses with respect
to any real or personal property, investment or agreement that it
may be required to recognize under generally accepted accounting
prainciples, such as unrealized mark-to-market gains and losses

“NRMSIR” means a nationally recognized municipal securities
information repository designated by the SEC 1n accordance with
the Rule

“original Issue Discount Bonds” means Parity Bonds which are
sold at an initial public offering price of less than 95% of
their face wvalue and which are specifically designated as
Original Issue Discount Bonds in the ordinance authorizing thear
i1ssuance

“Other Derivative Product” means a payment agreement between
the City and a counterparty permitted under chapter 39 96 RCW, as
amended from time to time, or any successor statute, which 1s not
a Parity Derivative Product

“Operations and Maintenance Costs” means all reasonable
expenses incurred by the City 1in causaing the System to be
operated and maintained 1in good repair, working order and
condition, including without limitation payments of premiums for
insurance on the System, costs 1incurred in connection with the
acquisition of water or the securing of water rights, payments to
any public or private entity for water service, sewage treatment
and disposal service or other utility service in the event that
the City combines such service into the combined utility system
and enters inte a contract for such service, including pro-rata
budget allocations or charges for the City’s administration
expenses where those represent a reasonable distribution and
share of actual costs, and any State-imposed taxes, and Contract
Resource Obligations, to the extent provided in Section 22 of
this ordinance Operations and Maintenance Costs shall exclude
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depreciation, taxes levied or imposed by the City, payments-in-
lieu-cf-taxes paid to the City, capital additions and capital
replacements to the System

“Owner” means the person named as the registered owner of a
Bond on the Bond Register

“parity Bonds” means the Bonds and any Future Parity Bonds

“Parity Derivative Product” means a payment agreement
between the City and a counterparty satisfying the requirements
of chapter 39 96 RCW, as amended from time to time, or any
successor statute, obligating the City to make regularly
scheduled payments to the counterparty on a parity with the
payment of debt service on Parity Bonds

“Parity Requirement” means Net Revenues egqual to or greater
than

(a) 125% of Maxaimum Annual Debt Service for all Parity
Bonds computed by deducting from Annual Debt Service the Annual
Debt Service for each series or 1ssue of Parity Bonds that 1is
covered by ULID Assessments, and

(b) 100% of Maxaimum Annual Debt Service for all subordinate
lien evidences of indebtedness secured by Net Revenue

In determining the amount of Annual Debt Service “covered by
ULID Assessments”, Annual Debt Service for each future year is
reduced by the dollar amount of ULID Assessments projectéd to be
received during such future year, and the remaining outstanding
ULID Assessments are assumed to be paid in the remaining number
of annual installments with no prepayments

“Permitted Investments” means 1investments that are legal
investments for the City at the time of such investment

“Preliminary Official Statement” means the Preliminary
Official Statement pertaining to the Bonds, dated October 16,
2008

“Principal and Interest Account” means the account of that
name created in the Bond Fund by this ordinance for the purpose
of securing the payment of the principal of and interest on the
Paraity Bonds

“Project” means the project to carry out all or part of plan
of additions and improvements to and betterments and extensions
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of the System, including, but not limited to, well, tank and pump
station improvements

“Project Fund” means the special fund of the City known as
the “Waterworks Utility Revenue Bond Fund,” which is created and
established pursuant to Section 14 of this ordinance

“purchase Agreement” means the Bond Purchase Agreement for
the Bonds, dated November 18, 2008, by and between the Purchaser
and the City

“Purchaser” means Seattle-Northwest Securities Corporation,
the purchaser of the Bonds

“Rate Stabilization Fund” means the special fund of the City
known as the “Waterworks Utility Rate Stabilization Fund” of the
City, which i1s created and established pursuant to Section 8 of
this ordinance

“Rated Customer” means a user of the System that 1s rated in
one of the two highest Rating Categories by any Rating Agency
throughout the entire applicable fiscal period of the City

“Rating Agency” means any nationally recognized securities
rating agency rating any of the Parity Bonds at the request of
the City

“Regerve Account” means the account of that name created in
the Bond Fund by this ordinance for the purpose of securing the
payment of the principal of and interest on the Parity Bonds

“Regserve Account Credit Facility” means any bond insurance
policy, surety bond, guaranty, letter of credit or other similar
credit support facility deposited into (a) the Reserve Account to
provide for or secure the payment of all or part of the praincipal
of and interest on the Covered Bonds, or (b) any other reserve
account created in the future to secure the payment of debt
service on other Future Parity Bonds, in either case, i1ssued by
an ainstitution which has been assigned a credit rating at the
time of 1ssuance of the facilaity in one of the two highest rating
categories of any Rating Agency {(without regard to any gradations
within a rating category)

“Reserve Requirement” means the dollar amount to be
calculated with respect to all Covered Bonds and separately with
respect to other Parity Bonds

{a) With respect to Covered Bonds, the Reserve Requirement
shall be equal to the least of
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(1) Maximum Annual Debt Service for Covered Bonds,

(2} 10% of the 1initial principal amount of Covered
Bonds of each series, and

{(3) 125% of average Annual Debt Service for Covered
Bonds, provided, however, that the dollar amount required to
be contributed, 1f any, as a result of the issuance of a
series of Future Parity Bonds shall not be greater than the
Maximum Reserve Requirement If the dollar amount required
to be contributed at the time of 1issuance of a series of
Future Parity Bonds exceeds the Maximum Reserve Requirement,
then the amount required to be contributed shall be equal to
the Maximum Reserve Requirement

{b) With respect to other series of Parity Bonds, the
Reserve Requirement shall be equal to the amount, i1f any,
specified in the ordinance authorizing the 1issuance of that
series of Parity Bonds

The Reserve Requirement shall be adjusted accordingly and
remain in effect until the earlier of (1) at the City’s option, a
payment of principal of Parity Bonds or (11) the 1issuance of a
subsequent series of Future Parity Bonds {when the Reserve
Requirement shall be recalculated)

“Rule” means paragraph (b) (5) of Rule 15c2-12 promulgated by
the SEC pursuant to the Securities Exchange Act of 1934, as such
Rule may be amended from time to taime

“SEC” means the United States Securities and Exchange
Commission

“Separate System” means (a) the City’s existing urban
planned development water and wastewater system serving the
Novelty Hill service area located outside the current Caity
limits, and (b} any other water supply, sewage collection or
treatment, stormwater or other utility service or facilities that
may be created, acquired or constructed by the City as provided
in Section 21 of this ordinance

“SID” means a state information depository

“SIFMA Municaipal Swap Index” means The Securities Industry
and Financial Markets Association Municipal Swap Index as of the
most recent date for which such index was published or such other
weekly, high-grade 1index comprised of seven-day, tax-exempt
variable rate demand notes produced by Municipal Market Data,
Inc , a Thompson Financial Services Company, or 1ts successor, or
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as otherwise designated by The Securities Industry and Fanancial
Markets Association, provided, however, that, 1f such index i1s no
longer produced by Municipal Market Data, Inc , a Thompson
Financial Services Company, or 1ts successor, then “SIFMA
Municipal Swap Index” shall mean such other reasonably comparable
index selected by the City

“significant Wholesale Customer” means any person, £firm,
corporation or municipal corporation under any executed contract
for water or other utility service, the revenue from which
contract comprises 10% or more of the overall Gross Revenue of

the System
“State” means the State of Washington

“System” means, for so long as any of the Parity Bonds are
outstanding {a) the water supply and distribution system of the
City, as it now exasts and including all additions, betterments
and extensions at any time made, (b} the sanitary sewage
collection, treatment and disposal system of the City, as i1t now
exists and including all additions, betterments and extensions at
any time made, (¢} any storm and surface water drainage system of
the City, as 1t now exists and including all additaions,
betterments and extensions at any time made, and (d) any other
system or utility, that may lawfully be combined with the
foregoaing The System shall not include any Separate System of
the City

“Term Bonds” means Parity Bonds that are subject to
mandatory redemption prior to their scheduled maturity date or
dates

WULID# means utilaty local improvement district

“OLID Assessments” means the assessments levied in all
ULIDs, the assessments 1n which are payable into the Bond Fund,
and shall include installments thereof and interest and any
penalties thereon

“Undertaking” means the City’'s undertaking pursuant to
Section 27 of this ordinance to provide annual f£financial
information and notice of material events

Section 2. Findingsy Combining Storm and Surface Water
Drainage System into System. In order to strengthen the financial
stability of the City’s storm and surface water drainage system,
the Council hereby finds that i1t 1s i1n the best interest of the
City and ratepayers of the storm and surface water drainage
system to combine the storm and surface water drainage system
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