** Per Governor’s emergency Proclamation 20-28.8 issued July 31, 2020 and extended by the legislature on August 31, 2020,
agencies are required to meet completely remotely without providing for a physical location.

** Per Section 3 of Anacortes Resolution 2082 Ratifying Proclamation of Emergency and Providing Temporary Procedures to
Respond to the COVID-19 Epidemic, adopted by the Anacortes City Council on March 16, 2020, and Resolution 2096, adopted
July 27, 2020, extending the duration of Resolution 2082 through September 30, 2020, all in-person Committee meetings of the
City Council are cancelled. Council and committee meetings may be held telephonically regardless of whether the City has the
capability of video recording meetings.
e Meetings may be viewed live or viewed after the fact on the City of Anacortes website or on Channel 10.
e The public may watch, listen to, or participate in the meeting live by visiting https://us02web.zoom.us/j/89255646791 or
by telephoning 1-253-215-8782 and entering Meeting ID 892 5564 6791.
The public is encouraged to comment via email to cityclerk@cityofanacortes.org, via written comment addressed to
City Clerk, P.O. Box 547, Anacortes, WA 98221, or via eComment. Public comments received prior to 3:00 p.m. the
day of the meeting will become part of the record for the meeting, just as if presented in person.
Complete guidelines for public participation in virtual Anacortes City Council meetings are available here. View the
quick video example for connecting to the meeting here.

Anacortes City Council
. o ' |
904-6*Street
** This meeting will be held electronically only **
September 14, 2020
6:00 p.m.

PRELIMINARY AGENDA
Packet Materials / Watch Meeting

Call to Order

Announcements and Committee Reports
COVID-19 Update

Finance Committee

Fiber Committee

Public Comment

Consent Agenda (Action)
Minutes of September 8, 2020
Approval of Claims in the amount of: $785,970.82

Other Business

Ordinance 3073: Establishing an Annual Budget Process, Providing for Severability,
and Establishing an Effective Date (Discussion/Possible Action)

Ordinance 3075: Revenue Bond (Action)

Adjournment

Per Resolution 2044, citizens wishing to comment on items not on the agenda may do so under the Public Comment portion of the
agenda. Citizens wishing to comment on agenda items indicated with an asterisk (*) may do so as those items are considered by Council
during the course of the meeting.

The City of Anacortes is committed to making public meetings available and accessible to all members of the community.
For assistance with special needs, please contact the City Clerk at 360-299-1960 in advance of the meeting.



https://www.governor.wa.gov/sites/default/files/proclamations/20-28.8%20-%20COVID-19%20OpenGovtWaivers%20%28tmp%29.pdf?utm_medium=email&utm_source=govdelivery
https://docs.cityofanacortes.org/weblink/DocView.aspx?id=370708&searchid=3cc2f33f-8219-41e0-a18c-3eeef666d728&dbid=0
https://docs.cityofanacortes.org/weblink/DocView.aspx?id=422642&searchid=f42f3c8d-4603-4650-87d2-62e461ff2bad&dbid=0
https://www.anacorteswa.gov/700/Watch-Meetings
https://www.cityofanacortes.org/694/TV10
https://us02web.zoom.us/j/89255646791
mailto:cityclerk@cityofanacortes.org
https://www.anacorteswa.gov/700/Watch-Meetings
https://www.anacorteswa.gov/DocumentCenter/View/18578/Virtual-Council-Meetings-PDF
https://www.anacorteswa.gov/DocumentCenter/View/18727/Zoom-Meeting-Instructions
https://docs.cityofanacortes.org/WebLink/Search.aspx?dbid=0&searchcommand=%7B%5BID_Meeting%5D:%5BBody%5D%20%3D%20%22City%20Council%22,%20%5BDocument%20Type%5D%20%3D%20%22Agenda%20Packet%22,%20%5BMeeting%20Date%5D%20%3D%20%222020%2F09%2F14%22%7D%20%26%20(%7BLF:LOOKIN%3D%22%5C_PublicPortal%5CCity%20Clerk%5CCity%20Council%20Meetings%22%7D)
https://www.anacorteswa.gov/700/Watch-Meetings
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Anacortes City Council
Proposed Agenda Items for the Next Eight Weeks Beginning September 21, 2020

Subjects listed below have been tentatively suggested for consideration by the Anacortes City Council on the dates

indicated. Items may be added to, removed from or rearranged on this list. Routine business such as approval of

minutes and vouchers are not included. The complete Preliminary Agenda for each meeting is published at 3:00 on

the Wednesday prior to the meeting. Published Agendas are subject to change and may be updated following the
posting period. For additional information on agenda topics, please contact the City Clerk's office at 360-299-1960

to be directed to the sponsoring staff member.

September 21, 2020

*Resolutions 2082/2085/2096 Ratifying Proclamation of Emergency and Providing Temporary
Procedures to Respond to the COVID-19 Epidemic (Discussion)

*Access Anacortes Fiber Internet Update (Discussion)

September 28, 2020

*Thompson Train Purchase Proposal (Discussion / Possible Action)

October 5, 2020

*Closed Record Decision Hearing: CUP-2020-0001 - 1015 18th St. Parking Lot CUP (Action)
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October 12, 2020
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October 19, 2020
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October 26, 2020
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November 2, 2020
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November 9, 2020

Upcoming City Council Committee Meetings
The public is welcome to attend City Council Committee Meetings.

*Housing Affordability & Community Services, Monday, Sep 14, 2020, 4:00 PM, CANCELLED
*Planning, Monday, Sep 14, 2020, 5:00 PM, CANCELLED

*Public Works, Monday, Sep 21, 2020, 5:00 PM, Teleconference

*Finance, Wednesday, Sep 23, 2020, 5:00 PM, Teleconference

eLibrary, Thursday, Sep 24, 2020, 12:30 PM, Teleconference

*Fiber, Thursday, Sep 24, 2020, 2:30 PM, Teleconference

*Planning, Monday, Sep 28, 2020, 5:00 PM, Teleconference

*Public Works, Monday, Oct 5, 2020, 5:00 PM, Teleconference
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Instructions for Virtual Attendance at Anacortes City Council Meetings

How the Meeting Will Work

City Council meetings will be held via Zoom Webinar. The City Council
Liaison is the host of the meeting, the Anacortes Mayor and City
Councilmembers are panelists, Anacortes residents and other
members of the public — as well as City staff — are attendees.

Webinar attendees do not interact with one another; they join in
listen-only mode, and the host will unmute one or more attendees as
needed.

How to View the Meeting

To view the live meeting without participating:

e Visit Watch Meetings on the City of Anacortes website
(https://www.anacorteswa.gov/700/Watch-Meetings)

To view the recorded meeting after it concludes:

e Visit Watch Meetings on the City of Anacortes website
(https://www.anacorteswa.gov/700/Watch-Meetings) or

e Watch the meeting Tuesdays and Sundays on Channel 10

How to Participate in the Meeting

e Click this link or copy/paste this URL into your browser:
https://us02web.zoom.us/j/89255646791 or

e Dial in to the meeting by phone: Dial in the US: +1 253-215-8782, enter
the Meeting ID 892 5564 6791

If you are new to Zoom, view video instructions for connecting from
your computer, phone or tablet here!

How to Provide Public Comment

Comments received before 3:00 p.m. on the day of a City Council

meeting will be distributed to the mayor and all councilmembers in

advance of the meeting. You may use any of the methods below.

e Email: Email the City Clerk at cityclerk@cityofanacortes.org. Include
the subject line Public Comment for the City Council Meeting on
[date].

e Mail: Mail comments to City Clerk, PO Box 547, Anacortes, WA
98221

e eComment: Visit Watch Meetings on the City of Anacortes website
and click the eComment link beside the agenda for the meeting you
wish to comment on.

e Live Public Comment: If you are unable to provide a written
comment in advance of the meeting, you may join the
webinar as an attendee to comment during the public
comment portion of the agenda or during consideration of
specific agenda items marked for public comment. See How
to Participate in the Meeting above.

Members of the public who require special assistance to participate in
or access the meetings may contact the City Clerk 24 hours before the
meeting to make special arrangements. Dial 360-299-1960.

Public Participation Guidelines

Below are recommendations for use
by members of the public in meetings
conducted viaZoom Webinar.

= |dentification: Upon entering the
webinar, please enter your name,
number or other chosen identifier,
so that the host can call upon you
during the publiccomment period.

= Raise Hand (pictured above): You
have the ability to virtually raise
your hand for the duration of the
meeting but you will not be
acknowledged until you are called
on during the public comment
period.
NOTE: If you have used vyour
telephone to access the Zoom meeting,
you may press *9 to “raise your hand”.
The host will unmute you when it’s
your turn to speak.

®  Public Comment Period: Use “Raise
Hand” to be called upon by the host.
The host will announce your name
when it’s your turn.

= Mute/Unmute: Attendees will be
muted and not audible to the
Council except during times they
are designated to speak. When
you are announced, you will be
able to unmute yourself.

" Time limit: Those testifying or
providing audience comment will
be limited to three (3) minutes per
speaker unless an exception is
granted by the Council.

= Use headphones/mic for better

sound quality and less background
noise, if possible.

Revised August 12, 2020
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INSTRUCTIONS FOR VIRTUAL ATTENDANCE AT ANACORTES
PLANNING COMMISSION MEETINGS

How the Meeting Will Work

Planning Commission meetings will be held via Zoom Webinar. The
Planning Commission Liaison is the host of the meeting, the Anacortes
Planning Commissioners are panelists, Anacortes residents and other
members of the public — as well as City staff — are attendees.

Webinar attendees do not interact with one another; they join in
listen-only mode, and the host will unmute one or more attendees as
needed.

How to View the Meeting
To view the live meeting without participating:

e Visit Watch Meetings on the City of Anacortes website
(https://www.anacorteswa.gov/700/Watch-Meetings)

To view the recorded meeting after it concludes:

e Visit Watch Meetings on the City of Anacortes website

(https://www.anacorteswa.gov/700/Watch-Meetings) or
e Watch the meeting Mondays and Wednesdays on Channel 10

How to Participate in the Meeting

e Click this link or copy/paste this URL into your browser:
https://us02web.zoom.us/j/85918981678 or

e Dialin to the meeting by phone: Dial in the US: + 1 253 215 8782, enter
the Meeting ID 859 1898 1678

How to Provide Public Comment

Comments received before 3:00 p.m. on the day of a Planning

Commission meeting will be distributed to all Commissioners in advance

of the meeting. You may use any of the methods below.

e Email: Email the Planning Department at pced@cityofanacortes.org
before 3:00 p.m. on the day of a Planning Commission meeting.
Include the subject line Public Comment for the Planning Commission
Meeting on [date].

e Mail: Mail comments to Planning Department, PO Box 547,
Anacortes, WA 98221

o eComment: Visit Watch Meetings on the City of Anacortes website and
click the eComment link beside the agenda for the meeting you wish to
comment on.

e Live Public Comment: If you are unable to provide a written comment
in advance of the meeting, you may join the webinar as an attendee
to comment during the public comment portion of specific agenda
items marked for public comment. See How to Participate in the
Meeting above.

Members of the public who require special assistance to participate in
or access the meetings may contact the Planning Department 24 hours
before the meeting to make special arrangements. Dial 360-299-1986.

Public Participation Guidelines

Below are recommendations for use by
members of the public in meetings
conducted viaZoom Webinar.

Identification: Upon entering the
webinar, please enter your name,
number or other chosen identifier,
so that the host can call upon you
during the publiccomment period.

Raise Hand (pictured above): You
have the ability to virtually raise your
hand for the duration of the meeting
but you will not be acknowledged
until you are called on during the
public comment period.

NOTE: If you have used your telephone
to access the Zoom meeting, you may
press *9 to “raise your hand”. The host
will unmute you when it’s your turn to
speak.

Public Comment Period: Use “Raise
Hand” to be called upon by the host.
The host will announce your name
when it’s your turn.

Mute/Unmute: Attendees will be
muted and not audible to the
Commission except during times
they are designated to speak.
When you are announced, you will
be able to unmute yourself.

Time limit: Those testifying or
providing audience comment will be
limited to three (3) minutes per
speaker unless an exception is
granted by the Commission Chair.

Use headphones/mic for better

sound quality and less background
noise, if possible.

Revised August 18, 2020
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Anacortes City Council Minutes — September 8, 2020

Mayor Laurie Gere called to order the Anacortes City Council meeting of September 8, 2020 at 6:00 p.m.
Councilmembers Jeremy Carter, Anthony Young, Ryan Walters, Christine Cleland-McGrath, Carolyn Moulton
and Bruce McDougall all participated in the meeting in absentia via video conference. Councilmember Matt
Miller was absent.

Mr. McDougall moved, seconded by Mr. Carter, to excuse the absence of Mr. Miller. The motion carried
unanimously by voice vote.

Announcements and Committee Reports

Lodging Tax Advisory Committee: The committee report was postponed a week due to Mr. Miller’s absence.

Museum Committee: Ms. Cleland-McGrath reported from the committee meeting the prior week. She advised
that the museum would be staging a soft opening at 25% capacity later in the week, that the Maritime Heritage
Museum would likely open later in the fall, and that the W.T. Preston would remain closed through the rest of
2020. Ms. Cleland-McGrath reported on progress on the Mural Mitchell Project and other museum projects, and
advised that the Thompson Train would be addressed later on agenda.

Fiber Committee: Mr. McDougall advised that the committee would meet later in the week and would report on
that meeting at the September 14, 2020 City Council meeting.

Public Comment

Headen Thompson, son of Tommy Thompson, expressed interest in speaking on behalf of Thompson family.
Mayor Gere invited Mr. Thompson to address the Council during the discussion of the Tommy Thompson train
later on the agenda.

No other members of the public wished to address the Council.
Consent Agenda

Mr. Young removed Item 4b, Approval of Claims, from the Consent Agenda. Mr. Young moved, seconded by
Mr. Carter, to approve the following Consent Agenda items. The motion carried unanimously by voice vote.

a. Minutes of August 24, 2020
c. Interlocal: Dark Fiber Lease with City of Mount Vernon #20-172-FBR-001

The following vouchers/checks were approved for payment:
EFT numbers: 98014 through 98068, total $416,588.59
Check numbers: 98069 through 98109, total $190,066.43
Wire transfer numbers: 282888 through 273398, total $119,971.01

b. Approval of Claims in the amount of: $725,856.15

Mr. Young asked if staff had asked or would consider asking the Governor’s office and the Attorney General if
cities could have more leeway to use local purchasing preference as a tool for supporting economic recovery
during the pandemic. Ms. Swetnam said she would investigate and report back. Mr. Young moved, seconded by
Mr. McDougall, to approve Consent Agenda Item 5b. The motion carried unanimously by voice vote.

Anacortes City Council Minutes September 8, 2020 1



OTHER BUSINESS

Ordinance 3075: Revenue Bond

Finance Director Steve Hoglund introduced Ordinance 3075 to authorize a revenue bond issue. He introduced
Alice Ostdiek of Stradling Yocca Carlson & Rauth, the city’s bond counsel, and Steven Amano of PFM
Financial Advisors LLC. Mr. Hoglund summarized the three-part bond issue to provide additional capital
funding in the water and sewer utilities and to refund the 2010 water utility bond. Mr. Hoglund referred to his
memo in the packet materials.

Ms. Ostdiek explained the ordinance that would authorize the revenue bond. She called Council’s attention to
Exhibit C which specified the bond issue parameters and reviewed those parameters in some detail. She then
explained the mechanics of the bond issue by bid. Mr. Amano addressed the historically low interest rates
currently in effect and the timing of the bond issue.

Ms. Ostdiek, Mr. Amano and Mr. Hoglund responded to councilmember questions about interest rates, debt
service costs, and the specific capital projects that would be funded by the bond issue. Mayor Gere advised that
the ordinance would come back to Council for action at the September 14, 2020 meeting and asked
councilmembers to provide any additional questions about the ordinance to staff before that time.

Mr. Walters raised questions about Exhibit A to the draft ordinance and asked that it be revised before it was
presented to City Council for action.

Mayor Gere invited members of the virtual audience to comment on this agenda item. No one expressed interest
in addressing Council on this agenda item.

Ordinance 3074: Amending Section 1.30.080 of the Anacortes Municipal Code Regarding Executing
Contracts for Dark Fiber Leases and Telecommunication Contracts

City Attorney Darcy Swetnam presented Ordinance 3074 for action and reviewed the revisions made to the draft
ordinance per the requests from City Council during the first reading of the ordinance on August 24, 2020. She
reviewed the revisions in detail. Ms. Swetnam said staff recommended approval of the revised ordinance.

Mr. Walters reported that the Fiber Committee had suggested articulating by resolution or ordinance a policy to
constrain the leases Council can approve. Administrative Services Director Emily Schuh said staff would pursue
that task with the Fiber Committee at a future committee meeting.

Mr. McDougall moved, seconded by Mr. Young, to adopt Ordinance 3074.

Mayor Gere invited members of the virtual audience to comment on this agenda item. No one expressed interest
in addressing Council on this agenda item.

Vote: Ayes — Young, Walters, Cleland-Mcgrath, Moulton, McDougall and Carter. Motion carried.

Thompson Train Purchase Proposals

Ms. Swetnam provided an overview of the status of the Thomas G. Thompson Jr. train, referring to her slide
presentation which was added to the packet materials for the meeting. Ms. Swetnam and Museum Director Bret
Lunsford responded to questions from Mr. Young regarding the Museum Advisory Board recommendation on
the lwan purchase offer. Ms. Swetnam then reviewed the city’s process for disposing of assets.

Mayor Gere invited members of the virtual audience to comment on this agenda item.
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Bret lwan offered to respond to any councilmember questions about his purchase offer. Mr. lwan addressed a
guestion that had been posed by Mr. Young at the March 9, 2020 City Council meeting, confirming that Anne
Thompson had given her full approval to accepting Mr. Iwan’s purchase proposal. Mr. lwan related his
conversations with Mrs. Thompson regarding the family’s wishes and its disappointment with the care the train
had received since it was donated in 2012.

Headen Thompson spoke on behalf of the Thompson family and Anne Thompson. Mr. Thompson read the
March 16, 2020 letters from himself and from his mother, Anne Thompson, supporting the sale of the train to
Bret Iwan. Both letters had been included in the packet materials. Mr. Thompson clarified that when the
Thompson family signed the 2019 MOA it did so with the understanding that the train would be sold
specifically to Bret Iwan. Mr. Thompson said it was never the family’s intent that any other group would be
allowed to purchase or propose other uses for the train. Mr. Thompson said the train was a passionate issue for
his family and that it was hurtful to the family that the city was making it all about the money.

Dave Sem, representing the Anacortes Railway Group, presented a summary of the group’s prior work with the
train and its plans for the train’s future. Mr. Sem’s slide presentation was added to the packet materials for the
meeting. Mr. Sem responded to councilmember questions about hurdles that had prevented the group from
operating the train in the past and might continue to do so in the future. Mr. Sem estimated it could take the
group 6-12 months to complete a plan to operate the train in Anacortes.

William (Billy) Campbell related his experience bringing the train back to Anacortes after it was donated by the
Thompson family in 2012. Mr. Campbell said it would only be fair to give the community a voice and that the
train shouldn’t just sit in a barn.

No one else expressed interest in addressing Council on this agenda item.

Mayor Gere asked Council to provide direction to staff to accept, reject or ask for more time to consider Mr.
Iwan’s purchase offer. Each councilmember stated his or her position and preferred next steps. Mayor Gere
noted the late hour. She inquired if Mr. lwan would consider extending the deadline on his purchase offer past
September 10, 2020. Mr. Iwan stated that his deadlines were not intended to force decisions or create arbitrary
pressure, only to keep the process moving forward. Mr. Iwan indicated he could support an extension of the
deadline and asked how long an extension Council requested.

Mr. Walters asked that staff prepare a resolution of surplus, the outline of a purchase agreement that would
fulfill the city’s obligations under the 2019 MOA, and an independent assessment of the train’s value, then bring
the matter back for Council consideration in two weeks. Ms. Cleland-McGrath asked that staff also clarify that if
the agreements with the Thompson family would allow the train to be sold for static display or only to be
operated. Mayor Gere concluded that the matter would come back to Council for consideration and action in the
near future.

There being no further business, at approximately 9:10 p.m. the Anacortes City Council meeting of
September 8, 2020 was adjourned.
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The following claims against the City of Anacortes have been preaudited and certified by the Clerk-Treasurer as ready for City Council
approval at the September 14, 2020 City Council meeting:
Download this file in OpenDocument spreadsheet format.

Invoice Transaction Invoice # Vendor Full Name Description Total Approval
Doc # Date Amount Queue
273559 6/30/2020 |0607630-IN REISNER DISTRIBUTOR INC SERVICE CHARGE- EQUIP FUELING #1-903 $ 244.58 dshop
273672 7/21/2020 |WABUR221052 FASTENAL COMPANY PERMIT ONLY SIGN X 15 $ 248.70 dwtp
273360 8/3/2020  |113-4309579-2574647 [HANNA, MICHELLE WEB CAM $ 27.71 publib
273359 8/4/2020 M89R5-25A41-4H9 HANNA, MICHELLE BUSINESS CARDS FOR JEFF $ 28.88 publib
273419 8/10/2020 |300000300008 PUGET SOUND ENERGY INC WWTP 7/8-8/5/20 $ 27,609.99 dwwtp
273669 8/11/2020 |200024889996 PUGET SOUND ENERGY INC WTP INTAKE ELECTRICITY 7/11-8/10/20 $ 343.66 dwtp
273611 8/14/2020 |21-WAR309240-3 DEPARTMENT OF ECOLOGY STORMWATER FEE FOR SKAGIT RIVER RAW $ 780.00 pwl
WATER PIPELINE AND CLEARWELL PROJECT

273449 8/19/2020 1214594 SKAGIT PUBLISHING LLC PUBLISH AA-2030258 AA-2030432 AA-2030694 $ 822.94 finance
AA-2030704 AA-2030853 AA-2030854

273615 8/19/2020 1691896 STANTEC CONSULTING SERVICES PASS LAKE 10" WATERLINE DESIGN - THROUGH | $ 8,201.00 pwl
JULY 2020

273612 8/19/2020 |INV029814 TRAFFIC SAFETY SUPPLY CO. INC READER BOARD PURCHASE $ 16,422.92 pw1l

273614 8/20/2020 |3947 NW CLEANERS JANITORIAL SERVICES - AUGUST 2020 $ 4,001.00 pwl

273682 8/25/2020 |331 0534693 UNIFIRST CORPORATION UNIFORM RENTAL $ 29.42 fiber

273448 8/26/2020 11214749 SKAGIT PUBLISHING LLC PUBLISH AA-2031412 AA-2031471 $ 219.42 finance

273670 8/26/2020 19861643661 VERIZON WIRELESS WTP SCADA 7/27-8/26/20 $ 517.69 dwtp

273651 8/27/2020 |INV417682 L.N. CURTIS & SONS RESCUE 42 RACHET EXTRICATION STRAPS $ 600.08 medic

273553 8/27/2020 11809147 MILES SAND & GRAVEL CO. CRUSHED ROCK- EAST PARK DR PROJECT $ 551.61 dshop

273555 8/27/2020 11809148 MILES SAND & GRAVEL CO. CRUSHED ROCK- EAST PARK DR PROJECT $ 183.87 dshop

273236 8/27/2020 176957 NORTHSTAR CHEMICAL INC. SODIUM BISULFITE 38% WRONG TAX GETTING $ 1,067.00 dwwtp
NEW INVOICE

273414 8/27/2020 220015149234 PUGET SOUND ENERGY INC 8147 S MARCHS POINT RD- STREET LIGHTS $ 25.98 dshop
07/30- 08/27/20

273667 8/27/2020 341815 USA BLUE BOOK LAB SUPPLIES - BUFFERS, FLUORIDE REAGENT $ 878.16 dwtp
SPADNS

273679 8/28/2020 11809430 MILES SAND & GRAVEL CO. 5/8" CRUSHED ROCK- E PARK DR PROJECT $ 551.61 dshop

273673 8/28/2020 11050789 SKAGIT COUNTY SOLID WASTE FUND WTP DUMP RUN 0.1 TN $ 16.00 dwtp

273675 8/28/2020 148712352 UNIVAR USA INC CAUSTIC SODA $ 4,573.33 dwtp

273356 8/28/2020 |360-299-2484- ZIPLY FIBER LIBRARY PHONE 8/28-9/27/20 $ 57.18 publib

0726025
273680 8/31/2020 |287 BUBBA SUDZ CAR WASH, INC. AUGUST CAR WASHES- 9 $ 81.00 dshop
273671 8/31/2020 |248 984 6277 5 CASCADE NATURAL GAS CORP. WTP 7/31- 8/28/20 $ 258.74 dwtp
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https://www.anacorteswa.gov/DocumentCenter/View/18731/Approval-Of-Claims-September-14-2020-ODS

Invoice Transaction Invoice # Vendor Full Name Description Total Approval
Doc # Date Amount Queue
273613 8/31/2020 |2020-12 CURTIS EMERGENCY SERVICES LLC, EMERGENCY MANAGEMENT SERVICES - AUGUST $ 396.00 medic

RICHARD 2020

273655 8/31/2020 |WAANA128180 FASTENAL COMPANY BATTERIES, FLASHLIGHT $ 112.36 medic
273552 8/31/2020 |50609 KRIEG CONSTRUCTION, INC TACK- EAST PARK DRIVE PROJECT $ 89.68 dshop
273485 8/31/2020 |135404 LAKESIDE INDUSTRIES, INC. DUMP FEES- EAST PARK DR PROJECT $ 654.75 dshop
273678 8/31/2020 |22975 ORCA INFORMATION, INC BACKGROUND CHECKS $ 153.00 hr
273490 8/31/2020 8920 PETDATA, INC PETDATA LICENSING FEES AUG $ 69.70 finance
273413 8/31/2020 |300000290043 PUGET SOUND ENERGY INC STREET LIGHTS: 07/02- 07/31/2020 $ 16,997.55 dshop
273415 8/31/2020 |300000006951 PUGET SOUND ENERGY INC STREET LIGHTS 07/30- 08/27/20 $ 270.45 dshop
273416 8/31/2020 |300000340004 PUGET SOUND ENERGY INC STREET LIGHTS: 07/30- 08/27/20 $ 66.87 dshop
273417 8/31/2020 1300000325005 PUGET SOUND ENERGY INC STREET LIGHTS: 07/09- 08/06/2020 $ 69.29 dshop
273497 8/31/2020 |200000667218 PUGET SOUND ENERGY INC LIBRARY 10TH & M ST 8/1-8/31/20 $ 21.09 publib
273562 8/31/2020 0173 SKAGIT COUNTY SOLID WASTE FUND AUGUST TONNAGE HAULED $ 84,117.83 dshop
273501 8/31/2020 10820233717 SKAGIT PUBLISHING LLC IDDE AD ANACORTES AMERICAN $ 1,105.00 pwl
273483 8/31/2020 |INV00608788 SMARSH, INC ARCHIVING PLATFORM 8/1/20-6/30/2021 $ 153.73 infosys
273616 8/31/2020 |2477 TURNER HR SERVICES HUMAN RESOURCES CONSULTING SERVICES $ 5,280.00 hr
273666 8/31/2020 |17408298 W S DARLEY & CO HANDLELOK BRACKET (2931 TO ALS) $ 409.87 medic
273506 9/1/2020 287782A BAY CITY SUPPLY FACILITY USE ITEMS $ 187.52 pwfac
273502 9/1/2020 DM16-952-025/2004 |DEPARTMENT OF HEALTH LOAN DWL24355/DM16-952-025/2004 $ 323,715.55 finance
273492 9/1/2020 016385366 GALLS, LLC. UNIFORM PANTS; OFC DOTZAUER $ 101.73 apd
273439 9/1/2020 MV239780 MOTOR TRUCKS, INC HOSE AIR COMPRESSOR $ 35.07 dshop
273441 9/1/2020 MV239779 MOTOR TRUCKS, INC HOSE COMPESSOR OIL SUPPLY #219 $ 58.95 dshop
273606 9/1/2020 3952 NW CLEANERS LTAC HEART RESTROOM MAINTENANCE $ 550.00 plan
273495 9/1/2020 1000066971 OCLC, INC CATALOGING, ILL, FIRSTSEARCH/WORLDCAT $ 371.59 publib

DISCOVERY (SEPTEMBER 2020)
273442 9/1/2020 001-476148 PISTON SERVICE OF ANACORTES SWIVEL GRIP, FILTER WRENCH $ 26.21 dshop
273668 9/1/2020 200012505505 PUGET SOUND ENERGY INC WTP 8/1-8/31/20 $ 92,273.87 dwtp
273444 9/1/2020 5060354964 RICOH USA, INC S/N C86152062 HR COPIES 8/1-8/31/20 $ 10.72 finance
273445 9/1/2020 5060355059 RICOH USA, INC S/N C86079893 LIBRARY PUBLIC 6/1-8/31/20 $ 58.24 finance
273446 9/1/2020 5060355061 RICOH USA, INC S/N C86111493 COURT 6/1-8/31/20 $ 104.95 finance
273493 9/1/2020 5060354734 RICOH USA, INC S/N C86138600 APD HALLWAY 6/1-8/31/20 $ 24.08 apd
273494 9/1/2020 5060354733 RICOH USA, INC S/N C86138599 APD FRONT OFFICE COPIES 8/1- $ 25.09 apd

8/31/20
273496 9/1/2020 3005453855 THYSSENKRUPP ELEVATOR CORP LIBRARY ELEVATOR MAINTENANCE 9/1-11/30/20 | $ 661.55 pwfac
273658 9/1/2020 3005453623 THYSSENKRUPP ELEVATOR CORP ELEVATOR MAINTENANCE: 9/01 - 11/30 $ 661.55 medic
273676 9/1/2020 GB00100301 TRANSAMERICA LIFE INS CO SEPTEMBER, LEOFF LONG-TERM CARE $ 634.98 hr

INSURANCE (AUG PAID)
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Invoice Transaction Invoice # Vendor Full Name Description Total Approval
Doc # Date Amount Queue
273693 9/1/2020 331 0535725 UNIFIRST CORPORATION WATER CREW LAUNDRY $ 45.49 wdist
273681 9/1/2020 0542005-001 UNUM LIFE INS CO OF AMERICA SEPT. LEOFF LONG-TERM CARE PREMIUM $ 1,024.90 hr
273438 9/1/2020 2189824 WASHINGTON TRACTOR, INC VEH 704 REPAIRS $ 1,082.00 dshop
273440 9/1/2020  |102853701-0008360 [WAVE FIBER LEASE WTP TO CITY HALL 6/30-8/31/20 $ 4,784.65 finance
273683 9/1/2020 102958801-0008360 [WAVE DEDICATED INTERNET ACCESS 9/1-9/30/20 $ 1,469.82 fiber
273489 9/1/2020 360-293-1900- ZIPLY FIBER CITY MAIN PHONE 9/1-9/30/20 $ 1,399.89 finance

0122885
273663 9/1/2020 360-293-0045- ZIPLY FIBER STA 1 BACK-UP LINES: 9/1-9/30/20 $ 155.02 medic
0223175
273657 9/2/2020 270753 ANACORTES ANIMAL HOSPITAL BOARD & DISTRAINER; AUGUST 2020 $ 354.26 apd
273664 9/2/2020  |AN 74788 CENTRAL WELDING SUPPLY CO, INC 02 FOR AMBULANCE $ 95.11 medic
273656 9/2/2020 (8498 30 017 0319913 [COMCAST LIBRARY INTERNET ACCESS 9/9-10/8/20 $ 182.10 fiber
273556 9/2/2020 0914556 FERGUSON ENTERPRISES, INC 1-1/2" OMNI C2 MTR $ 1,490.09 wdist
273499 9/2/2020 21001078 WASHINGTON STATE PATROL BACKGROUND CHECKS; AUGUST 2020 $ 39.75 apd
273650 9/3/2020 5712058 CARDINAL HEALTH 110, INC. PHARMACEUTICALS $ 94.63 medic
273482 9/3/2020 RI104600783 FRANCOTYP-POSTALIA, INC MAILING MACHINE QUARTERLY RENTAL 9/1- $ 130.43 finance
11/30/20
273554 9/3/2020 15576152 HD FOWLER COMPANY INC FREIGHT FOR GATE VALVES P.O. #273554 $ 27.21 dshop
273498 9/3/2020 |200000666863 PUGET SOUND ENERGY INC LIBRARY 10TH STREET LED 8/1-8/31/20 $ 6.70 publib
273551 9/3/2020 112613 WALTON BEVERAGE COMPANY, INC OPS BREAKROOM SUPPLIES $ 157.50 dshop
273649 9/3/2020 112612 WALTON BEVERAGE COMPANY, INC AFD BREAKROOM SUPPLIES $ 87.50 medic
273557 9/4/2020 CDBG ANACORTES FAMILY CENTER CDBG ANACORTES FAMILY CENTER COVID $ 13,693.50 finance
273662 9/4/2020 016415238 GALLS, LLC. UNIFORM PANTS; OFC DILLS $ 101.73 apd
273685 9/4/2020 178042 INFOSEND, INC. UTILITY BILLING INSERT RE: VIRTUAL PUBLIC $ 986.00 finance
MEETING INSTRUCTIONS

273652 9/4/2020 220013286525 PUGET SOUND ENERGY INC HEART OF ANACORTES 8/6-9/3/20 $ 27.84 plan
273654 9/4/2020 220015523313 PUGET SOUND ENERGY INC CAR CHARGING STATION 8/6-9/3/20 $ 58.20 dshop
273659 9/4/2020 220013286491 PUGET SOUND ENERGY INC APD 8/6-9/3/20 $ 1,594.83 apd
273609 9/4/2020 Pay App 6 SUMMITX CONTRACTORS, INC 2020 WATERLINE REPLACEMENTS $ 141,794.69 pwl
273608 9/7/2020 20-094-FAC-0011 FLOORING CONNECTIONS RETAINAGE RELEASE $ 980.31 pw1l
273617 9/7/2020 CL10789 REISNER DISTRIBUTOR INC VEHICLE FUEL - AUGUST $ 16,041.28 finance
273660 9/8/2020 08/21/2020 ECONOWASH LAUNDRY & DRY UNIFORM CLEANING 7/25-8/25/20 $ 25.30 apd
273661 9/8/2020 5022260 SKAGIT VALLEY HERALD APD SUBSCRIPTION 9/18/20-9/17/21 $ 228.80 apd
Total $785,970.82
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City Council Agenda Item Summary

Meeting Date: 9/14/2020 Agenda ltem Number: 5a
Agenda Item Title: Ordinance to repeal biennial budget

Staff Contact(s): Steve Hoglund

Action Type: Ordinance 3073

ltem Summary: Council desires to change the budget process from a biennial budget back to an annual
budget. This ordinance will become effective on December 31, 2020, at the end of the current biennium. The
ensuing budget for budget year 2021 will be adopted by ordinance, and will be effective January 1, 2021 for
the 2021 budget year.

Budget Impact

Amount Budgeted:

Proposed Expenditure:
Budget Amendment Required?

Previous Action: Discussion during the past several finance updates to City Council

Recommended Motion: | move to adopt Ordinance 3073 authorizing the repeal of the biennial budget
process.

Alternative Actions: Do not approve ordinance, or defer adoption of ordinance
Attachments In order presented:
o Ordinance 3073



ORDINANCE NO. 3073

AN ORDINANCE REPEALING ORDINANCE NO. 2973 ADOPTING A BIENNIAL
BUDGET PROCESS, AUTHORIZING REVERSION TO THE PROVISIONS OF AN
ANNUAL BUDGET CONSISTENT WITH RCW CHAPTER 35A.33 WITH RESPECT TO
THE PREPARATION OF A BUDGET FOR FISCAL YEAR 2021, AND FIXING A TIME
WHEN THE SAME SHALL BECOME EFFECTIVE

WHEREAS, RCW Chapter 35A.34 authorizes adoption of a biennial budget, and
WHEREAS, Council adopted Ordinance 2973 establishing a biennial budget process, and

WHEREAS, RCW 35A.34.040 permits the repeal of a biennial budget process, as long as the
repeal occurs concurrently with the expiration of the biennial budget period, which in this case is
December 31, 2020, and

WHEREAS, given the unprecedented financial uncertainty facing the City, and the need to
closely monitor and respond, the City Council determines it to be in the public interest to revert
to an annual budgeting process as authorized in RCW Chapter 35A.33.

NOW, THEREFORE, BE IT ORDAINED by the City Council of the City of Anacortes,
Washington, as follows:

Section 1. Ordinance 2973 and the biennial budget process adopted pursuant thereto is hereby
repealed, effective December 31, 2020, provided, however, that the adoption of a budget for
fiscal year 2021 shall proceed during the course of the latter half of 2020 in accordance with the
requirements of RCW chapter 35A.33.

Section 2. Effective date. This Ordinance shall take effect five (5) days after its passage and
publication, as required by law, provided, however, that this effective date shall be interpreted in
accordance with the provisions of Section 1 in that the currently adopted biennial budget shall
continue in full force and effect until December 31, 2020 in accordance with the provisions of
RCW 35A.34.040, and the budget process for fiscal year 2021 shall proceed during the latter part
of 2020 in accordance with the provisions of Chapter 35A.33.

PASSED AND APPROVED this 14" day of September, 2020

CITY OF ANACORTES, WASHINGTON

By:

Laurie Gere, Mayor



ATTEST

Steven D. Hoglund, City Clerk

APPROVED AS TO FORM

Darcy J. Swetnam, WSBA # 40530
City Attorney



CITY OF ANACORTES
2021 ANNUAL BUDGET CALENDAR

Event Department Date Meeting Time and Place Comments
Mayor, Council, Dept Head Retreat Mayor 21-Feb|ESD Meeting Room Mayor Council provide expectations for budget retreat
Finance loads ERR rates, IT rates, and Overhead rates into the |Finance 4-Sep|Eden System updated
Insurance premiums are prepared and loaded into the budget. |Finance 4-Sep|Eden System updated
Payroll Budgeting complete - FTE changes, % increases for Finance 4-Sep
insurances, pensions, colas, steps, etc.
Distribute blank budget spreadsheets to departments Finance 7-Sep 35A.33.030 - by the 2nd Mon in Sept
Revenue projection development Finance 11-Sep|Finance Director
Revenue budget loaded Finance 11-Sep
Departments return preliminary budget to Finance Departments 18-Sep 35A.33.030 - by the 4th Mon in Sept
Review budget results with Mayor Mayor 23-Sep|Mayor's Office 35A.33.050 - 1st bus day of Oct

Mayor’s Budget Message drafted

Mayor / Finance

9/22-9/29/2020

Mayor’s Budget Message to Council Mayor 5-Oct|Council Chambers 35A.33.052 - 60 days prior to next fy

Public Hearing on Revenue Sources Finance 12-Oct|Council Chambers

Council review of budget Council / Finance 10/12, 10/19,|Council Chambers 35A.33.052 - 6 weeks before next fy. Nov 16 Council
10/26 Mtg

Public Notice of hearing on final budget shall be published once |Finance 10/14, 10/21|To Paper by noon Fri Oct 9 35A.33.060

a week for two weeks prior to the public hearing.

Public Hearing on Budget Council 26-Oct|Council Chambers 35A.33.060

Public Notice of the Budget Ordinance Finance 18-Nov|To Paper by noon Fri Nov 13

Property Tax Levy Resolution Council 23-Nov|Council Chambers County deadline for the tax levy is November 30th

Budget Ordinance Finance 23-Nov|Council Chambers 35A.33.075 - December 31st

For questions or comments contact Steve Hoglund 293-1906, steveh@cityofanacortes.gov




City Council Agenda Item Summary

Meeting Date: 9/14/2020 Agenda ltem Number: 5b
Agenda Item Title: Ordinance 3075 authorizing utility system revenue bond

Staff Contact(s): Steve Hoglund

Action Type: Ordinance 3075

ltem Summary: Authorization of issuance of up to $48.1 million in revenue bonds, to be repaid by utility user
fees, for the construction of a new raw water line and clearwell, the purchase of property, and the purchase of a
risk and resiliency monitoring system in the Water utility; the construction of a new waste water outfall in the
Wastewater utility; and the refunding of 2010 Water revenue bonds.

Budget Impact

Amount Budgeted: $

Proposed Expenditure: $

Budget Amendment Required? Yes

Bond proceeds

Previous Action:

Ordinance first reading at September 8, 2020 City Council meeting.
Discussion at September 9, 2020 Finance Committee meeting.

Recommended Motion: | move to adopt Ordinance 3075 authorizing the issuance of up to 48.1 million
dollars in utility system revenue bonds.

Alternative Actions: Do not adopt ordinance
Attachments In order presented:

o PowerPoint
o Ordinance 3075


https://anacortes.granicus.com/player/clip/641?view_id=2&redirect=true

2020 Utility System Bond Issu

* Bond Ordinance 3075 will authorize the sale of up to $48,100,0
It will be a revenue bond; debt service will be made with Utility
not tax revenues.

o It will be a 3 part bond issue:
1) New money for the Water Utility
a) Raw water line / Clearwell
b) Property Purchase
c) Risk and Resiliency Detection System

2) New money for the Sewer Utility
a) New treatment plant outfall

3) Refund 2010 Water Bond



Sources of Funds
Maximum Par Amount of Bonds

Estimated Original Issue (Discount)/Premium

Total

Uses of Funds
Project Fund Deposits
Water Fund
Raw Water/Clearwell
Land Acquisition
Risk & Resiliency System
Sewer Fund
Sewer Outfall
Refunding Escrow Deposit (see below)
Estimated Costs of Issuance
Total

Refunding of 2010 Bonds:
Refunding Escrow Deposit of Bond Proceeds
Other City Contribution

Total Deposit to Refunding Escrow

2020 Utility System Bond Issue

48,100,000
(962,000)

47,138,000

12,000,000
500,000
500,000

20,000,000
13,795,169
342,831

47,138,000

13,795,169
14,500,000

28,295,169




For Council Packets (9/11/20)

CITY OF ANACORTES, WASHINGTON

ORDINANCE NO. 3075

AN ORDINANCE relating to the combined utility system of the City;
providing for the issuance of not to exceed $48,100,000 principal amount utility system
improvement and refunding revenue bonds, in one or more series, to provide the funds
(i) to pay or reimburse a portion of the costs of carrying out certain improvements to
the water system and sewer system (“Plan of Additions”); (ii) to carry out a refunding
of all or a portion of the City’s outstanding Utility System Improvement Revenue
Bonds, Series 2010 (Build America Bonds — Direct Payment), and (iii) to pay the costs
of issuance of the Bonds and the administrative costs of carrying out the refunding;
appointing the City’s designated representative to approve the Bond Sale Terms and
establishing parameters for certain of those Bond Sale Terms; authorizing the sale in a
manner to be selected by the City’s designated representative; and providing for other
related matters.

Passed September 14, 2020

This document prepared by

STRADLING YOCCA CARLSON & RAUTH, a Professional Corporation
Seattle, Washington
www.sycr.com | 206.829.3000
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CITY OF ANACORTES, WASHINGTON

ORDINANCE NO. 3075

AN ORDINANCE relating to the combined utility system of the City;
providing for the issuance of not to exceed $48,100,000 principal amount utility system
improvement and refunding revenue bonds, in one or more series, to provide the funds
(i) to pay or reimburse a portion of the costs of carrying out certain improvements to
the water system and sewer system (“Plan of Additions”); (ii) to carry out a refunding
of all or a portion of the City’s outstanding Utility System Improvement Revenue
Bonds, Series 2010 (Build America Bonds — Direct Payment), and (iii) to pay the costs
of issuance of the Bonds and the administrative costs of carrying out the refunding;
appointing the City’s designated representative to approve the Bond Sale Terms and
establishing parameters for certain of those Bond Sale Terms; authorizing the sale in a
manner to be selected by the City’s designated representative; and providing for other
related matters.

NOW THEREFORE, the City Council of the City of Anacortes, Washington (the “City”), do
ordain as follows:

Section 1. Recitals _and Findings. The City Council makes the findings and
determinations set forth below. Capitalized terms that are not defined have the meanings given in
Section 2 of this ordinance.

1.1 Utility System. The City of Anacortes (the “City””) now owns, operates and maintains
a water supply and distribution system, a storm drainage system, garbage utility, and a sanitary sewage
system. Pursuant to Ordinance No. 2763, passed and approved on May 21, 2007, these utilities were
combined into a combined utility system (the “Utility System”), pursuant to RCW 35.67.320.

1.2 Outstanding Senior Lien Bonds. Pursuant to Ordinance Nos. 2842 and 2882
(collectively, the “Senior Lien Bond Ordinances”), the City previously issued its 2010 Senior Lien
Bonds and its 2012 Senior Lien Bonds (each as defined below, and collectively referred to as the
“Senior Lien Bonds”) which constitute a lien and charge upon the Net Revenue of the Utility System
(and certain ULID assessments pledged to payment of such Senior Lien Bonds, if any) prior and
superior to any other charges whatsoever, and reserved the right to issue additional Utility System
revenue bonds on a parity of lien under certain conditions set forth in those ordinances. By Ordinance
No. 3015 (the “2017 Parity Lien Ordinance”) the City closed the lien established pursuant to the Senior
Lien Bond Ordinances, revoked the authority to issue additional Senior Lien Bonds, and established a
new lien for Parity Obligations.

1.3 Outstanding Parity Obligations. Pursuant to the 2017 Parity Lien Ordinance, the City
issued its Utility System Revenue Refunding Bond, 2017, which constitutes a lien and charge upon the
Net Revenue subordinate to the lien of the Senior Lien Bonds but prior and superior to any other
charges whatsoever, and will constitute a first priority lien and charge upon any Pledged ULID
Assessments, and reserved the right to issue additional Utility System revenue bonds on a parity of lien
under certain conditions set forth in the 2017 Parity Lien Ordinance.



14 Water Projects; Sewer Projects. The City is in need of funds with which to finance
the Water Projects and the Sewer Projects, which, together with other projects set forth in the City’s
Capital Improvement Plan for the Utility System, constitute the Plan of Additions.

(a) The Water Projects consist of the capital improvements to the City’s water
system described in Exhibit A. The cost of the Water Projects is estimated to be approximately $16
million, to be financed with approximately $13 million of proceeds of the Bonds and other available
funds of the water system. Construction of the Water Projects began in 2020, and it is expected to be
completed on time and within budget by mid-2023. The life of the improvements comprising the Water
Projects is expected to be more than 30 years.

(b) The Sewer Projects consist of the following capital improvements to the City’s
sewer system described in Exhibit A. The cost of the Sewer Projects is estimated to be approximately
$20 million, to be financed with proceeds of the Bonds and other available funds of the sewer system.
Construction of the Sewer Projects is expected to begin in early 2021 and is expected to be completed
on time and within budget in 2022. The life of the improvements comprising the Sewer Projects is
expected to be more than 30 years.

1.5 Adoption of Plan of Additions. The City specifies, adopts and orders the carrying out
of the Water Projects and Sewer Projects described in Exhibit A as a part of the system or plan of
additions and betterments to and extensions of the Utility System. The Plan of Additions shall be
carried out in accordance with the plans and specifications therefor prepared by the City’s engineers
and consulting engineers. The City Council may modify the details of the Plan of Additions where in
its judgment it appears advisable, provided that such modifications do not substantially alter the
purpose of such system or plan. The cost of the Plan of Additions, including the cost of issuance and
sale of the Bonds, shall be paid from the proceeds of the Bonds, proceeds of future utility system
revenue bonds and from other money available to the Utility System.

1.6 Parity Conditions Met. As a condition of issuance and sale of each Series of the Bonds
authorized herein, as set forth in Section 4 and Exhibit C (Parameters for the Bond Sale Terms), the
City’s Designated Representative must determine that the conditions set forth in the 2017 Parity Lien
Ordinance for the issuance of additional Parity Obligations have been met and satisfied as of the date
the Bonds are issued and delivered to the Purchaser.

1.7 Sufficiency of Gross Revenue. The City Council finds and determines that the Gross
Revenue and benefits to be derived from the operation and maintenance of the System at the rates to
be charged for services from the System will be more than sufficient to meet all Operations and
Maintenance Costs and to permit the setting aside into the Bond Fund out of the Gross Revenue of
amounts sufficient to pay the principal of and interest on the outstanding Senior Lien Bonds and on the
outstanding Parity Obligations (including the Bonds) when due. The City Council declares that in
fixing the amounts to be paid into the Bond Fund under this ordinance it has exercised due regard for
Operations and Maintenance Costs and has not obligated the City to set aside and pay into the Bond
Fund a greater amount of Gross Revenue of the System than in its judgment will be available over and
above such Operations and Maintenance Costs.

1.8 Findings with Respect to the Refunding of the 2010 Senior Lien Bonds. Pursuant
to the 2010 Senior Lien Bond Ordinance, the City previously issued Utility System Improvement
Revenue Bonds, Series 2010 (Build America Bonds — Direct Payment) (the “2010 Senior Lien Bonds”)
in the original aggregate principal amount $44,300,000, in order to (i) pay a portion of the costs of



upgrades to the water treatment plant and related facilities of the Utility System, (ii) fund the debt
service reserve, and (iii) pay the costs of issuance and sale of the Bonds. In the 2010 Senior Lien Bond
Ordinance, the City reserved the right to redeem the 2010 Senior Lien Bonds maturing on and after
December 1, 2025 prior to their maturity at any time on or after December 1, 2020, at a price of par
plus accrued interest to the date fixed for redemption.

1.9 Refunding Plan. Pursuant to chapter 39.53 RCW and other applicable State law, the
City is authorized to carry out the Refunding Plan, and after due consideration, it appears to the City
Council that, in order to achieve an overall debt service savings, it is in the best interest of the City and
its ratepayers to issue and sell the combined utility system revenue bonds authorized in this ordinance,
in order to refund the outstanding 2010 Senior Lien Bonds by carrying out the Refunding Plan (as
defined herein). Further, to effect that refunding in the manner most advantageous to the City, the
Council finds it necessary and advisable to purchase certain Acquired Obligations (as defined below),
bearing interest and maturing at such time or times as may be necessary to accomplish the refunding,
out of a portion of the proceeds of the Bond and other money of the City.

1.10 Issuance of the Bond. For the purposes described herein, the City Council finds that
it is in the best interests of the City and its ratepayers to issue and sell the Bonds to the Purchaser,
pursuant to the terms set forth in the Bond Sale Terms, as approved by the City’s Designated
Representative consistent with this ordinance.

Section 2. Definitions. As used in this ordinance the following words shall have the
following meanings:

#2010 Senior Lien Bond Ordinance” means Ordinance No. 2842, passed on November 10,
2010, authorizing the issuance of the 2010 Senior Lien Bonds.

#2010 Senior Lien Bonds” means the City’s Utility System Improvement Revenue Bonds,
2010 (Taxable Build America Bonds — Direct Payment), issued in the original aggregate principal
amount of $44,300,000, pursuant to the 2010 Senior Lien Bond Ordinance.

“2012 Senior Lien Bond Ordinance” means Ordinance No. 2882, passed on July 2, 2012,
authorizing the issuance of the 2012 Senior Lien Bonds.

#2012 Senior Lien Bonds” means the City’s Utility System Revenue Bonds, 2012, issued in
the original aggregate principal amount of $12,320,000, pursuant to the 2012 Senior Lien Bond
Ordinance.

“2017 Parity Obligation” means the City’s Utility System Revenue Refunding Bond, 2017
(Parity Obligation Lien), issued in the original principal amount of $6,635,000 pursuant to the 2017
Parity Lien Ordinance.

“2017 Parity Lien Ordinance” means Ordinance No. 3015, passed on December 4, 2017,
authorizing the issuance of the 2017 Parity Obligation.

“Acquired Obligations” means those United States Treasury Certificates of Indebtedness,
Notes, and Bonds — State and Local Government Series or other Government Obligations, as identified
in the Refunding Trust Agreement, which are purchased to accomplish the refunding of the Refundable
Bonds as authorized by this ordinance.



“Adjusted Net Revenue” means Net Revenue, adjusted by adding (a) any amount on deposit
in the Principal and Interest Account of the Senior Bond Fund and the Parity Debt Service Account on
the last business day prior to the commencement of that calendar year, or (b) for current year
calculations, the amount on deposit in such accounts as of a date not more than 30 days prior to the
date of calculation.

“Annual Debt Service” for any calendar year means the sum of the amounts required in such
calendar year to pay (a) the interest due in such calendar year on all Parity Obligations (and/or Senior
Lien Bonds, as applicable) then outstanding, excluding interest to be paid from the proceeds of the sale
of Parity Obligations or other bonds; (b) the principal of all Parity Obligations (and/or Senior Lien
Bonds, as applicable) that are Serial Bonds coming due in such calendar year; and (c) the mandatory
redemption payments scheduled for such calendar year in respect of Parity Obligations (and/or Senior
Lien Bonds, as applicable) that are Term Bonds. For purposes of calculating and determining
compliance with the Coverage Requirement, the Reserve Requirement and the conditions for the
issuance of Future Parity Obligations, the following shall apply: (i) Annual Debt Service shall
generally be calculated on a calendar year basis, beginning with the calendar year following the date
of calculation; (ii) Annual Debt Service shall be reduced by the amount of all Tax Credit Subsidy
Payments that are scheduled to be received by the City in respect of Tax Credit Subsidy Bonds; (iii)
Annual Debt Service shall be reduced by the amount of Pledged ULID Assessments due in that
calendar year and not delinquent; and (iv) Annual Debt Service shall be reduced by any amount
provided to be paid from proceeds of bonds (including amounts in a refunding or defeasance escrow
account), and by earnings from investments in the Senior Reserve Account and in any Parity Reserve
Account.

“Authorized Denomination” means $5,000 or any integral multiple thereof within a maturity.

“Average Annual Debt Service” means, as of its date of calculation, the sum of Annual Debt
Service for all calendar years during which the applicable bonds are scheduled to remain outstanding,
divided by the number of those calendar years (without regard to bond years).

“Beneficial Owner” means, with respect to any Parity Obligation at any time Outstanding, the
owner of any beneficial interest in that Parity Obligation.

“Bond Counsel” means Stradling Yocca Carlson & Rauth, a Professional Corporation, or any
firm of lawyers nationally recognized and accepted as bond counsel and so engaged by the City for
that purpose.

“Bond Purchase Contract” means, in the case of a competitive sale, the winning bidder’s bid,
together with the official notice of sale and a Pricing Certificate confirming the Bond Sale Terms. In
the case of a negotiated sale, the Bond Purchase Contract may be in the form of a written offer to
purchase the Bonds presented by the Purchaser and accepted by the Designated Representative, acting
on behalf of the City, setting forth the Bond Sale Terms. In the case of a direct placement, the Bond
Purchase Contract may be in the form of a direct placement agreement, continuing covenant agreement,
or other similar form of written agreement with a direct purchaser of the Bonds.

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



“Bond Registrar” means, as determined by the City’s Designated Representative, the City’s
Finance Director, the Fiscal Agent, or another agent qualified to serve as registrar and to maintain the
Bond Register in accordance with the Registration Ordinance.

“Bond Sale Terms” means the terms and conditions for the sale of the Bonds approved by the
City’s Designated Representative consistent with the parameters set forth in Exhibit C, including the
amount, date or dates, denominations, interest rate or rates (or mechanism for determining the interest
rate or rates), payment dates, final maturity, redemption rights, price and other terms, conditions or
covenants. The Bond Sale Terms shall be set forth in a written Bond Purchase Contract, which, in the
case of a competitive sale, may include a Pricing Certificate confirming the purchase price and Bond
Sale Terms.

“Bonds” means the not to exceed $48,100,000 aggregate principal amount Utility System
Improvement and Refunding Revenue Bonds, 2020, authorized to be issued by this ordinance.

“Book-Entry Form” means a fully registered form in which physical bond certificates are
registered only in the name of the Securities Depository (or its nominee), as Registered Owner, with
the physical bond certificates held by and immobilized in the custody of the Securities Depository (or
its designee), where the system for recording and identifying the transfer of ownership interest of the
Beneficial Owners in those bonds is neither maintained by nor the responsibility of the City or the
Bond Registrar.

“City” means the City of Anacortes, Washington, a code city duly organized and existing under
the laws of the State.

“City Contribution” means legally available money of the City from any source other than
proceeds of sale of the Bonds that is allocated to carrying out the Refunding Plan.

“City Council” means the City Council of the City.

“Code” means the Internal Revenue Code of 1986, as amended, and applicable rules and
regulations promulgated thereunder.

“Common Reserve Bonds” means any Series of Future Parity Obligations that may be
designated by the City as a Common Reserve Bond, secured by the Common Reserve Account. The
Bonds authorized by this ordinance are not designated as Common Reserve Bonds.

“Common Reserve Account” means an account to serve as a common reserve for all Common
Reserve Bonds, created and maintained within the Utility System Bond Fund for the purpose of
securing Future Parity Obligations that are designated as Common Reserve Bonds. The Common
Reserve Account is a Parity Reserve Account.

“Continuing Disclosure Agreement” means the written undertaking to provide continuing
disclosure entered into pursuant to Section 23 of this ordinance, in substantially the form set forth in
Exhibit D.

“Contract Resource Obligation” means an obligation of the City that is designated as a
Contract Resource Obligation and is entered into in accordance with Section 18.



“Coverage Requirement” means that Adjusted Net Revenue in each calendar year must be
equal to at least 1.25 times the Average Annual Debt Service on all then-outstanding Senior Lien Bonds
and Parity Obligations.

“DTC” means The Depository Trust Company, New York, New York, or its nominee.

“Designated Representative” means the officer or employee of the City appointed in Section
4 of this ordinance to serve as the City’s designated representative in accordance with RCW
39.46.040(2) for purposes of accepting, on behalf of the City, an offer to purchase the Bond on Bond
Sale Terms consistent with this ordinance and the parameters set forth herein.

“Event of Default” shall have the meaning assigned to that term in Section 22.

“Finance Director” means the person who holds the office or has the official responsibilities
of Treasurer of the City or successor office.

“Fiscal Agent” means the fiscal agent of the State, as the same may be designated by the State
from time to time.

“Future Parity Obligation Ordinance” means any ordinance passed by the City Council
providing for the issuance and sale of a series of Future Parity Obligations, and any other ordinance
amending or supplementing the provisions of any such ordinance.

“Future Parity Obligations” means all revenue bonds and other obligations of the City for
borrowed money (including, without limitation, financing leases) issued or incurred after the date of
the issuance of the Bonds authorized by this ordinance, the payment of which constitutes a lien and
charge on the Net Revenue and Pledged ULID Assessments equal in rank with the lien and charge
upon such revenue and assessments required to be paid into the Parity Obligation Debt Service Account
to pay and secure the payment of the principal of and interest on the Bonds and other outstanding Parity
Obligations.

“Government Obligations” means, unless otherwise limited in the Bond Purchase Contract,
those obligations described under the definition of government obligations in RCW 39.53.010(4), as it
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 earnings and revenues received by the City from the
maintenance and operation of the Utility System from any source whatsoever, including but not limited
to revenues from the sale, lease or furnishing of commaodities, services, properties or facilities; all
earnings from the investment of money in the Utility System Bond Fund; earnings from the investment
of money in any maintenance fund or similar fund; all connection and capital improvement charges
collected for the purpose of defraying the cost of capital facilities of the Utility System; and
withdrawals from the Rate Stabilization Fund. However, the Gross Revenue shall not include: (a)
revenues from general ad valorem taxes; (b) principal proceeds of Parity Obligations or any other
borrowings, or earnings or proceeds from any investments in a trust, defeasance or escrow fund created
to defease or refund obligations relating to the Utility System (until commingled with other earnings
and revenues included in the Gross Revenue) or held in a special account for the purpose of paying a
rebate to the United States Government under the Code; (c) income and revenue which may not legally
be pledged for revenue bond debt service; (d) improvement district assessments; (e) federal or state



grants, and gifts from any source, allocated to capital projects; (f) payments under bond insurance or
other credit enhancement policy or device; (g) insurance or condemnation proceeds used for the
replacement of capital projects or equipment; (h) proceeds from the sale of System property; (i)
earnings in any construction fund or bond redemption fund; (j) deposits to the Rate Stabilization Fund;
or (k) revenue from any Separate System.

“Independent Utility Consultant” means a professional consultant experienced with municipal
utilities of comparable size and character to the Utility System.

“Issue Date” means the date of initial delivery of the Bonds to the Purchaser.

“Letter of Representations” means the Blanket Issuer Letter of Representations between the
City and DTC, substantially in the form on file with the City Clerk, as it may be amended from time
to time, and any successor or substitute letter relating to the operational procedures of the Securities
Depository.

“MSRB” means the Municipal Securities Rulemaking Board.

“Maximum Annual Debt Service” means, as of the date of calculation, the maximum amount
of Annual Debt Service that will mature or come due in the current calendar year or any future calendar
year with respect to the relevant bonds.

“Net Revenue” for any calendar year means the Gross Revenue for that calendar year less
Operations and Maintenance Costs for that calendar year plus any withdrawals from the Rate
Stabilization Fund made in accordance with Section 19 of this ordinance. 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 principles, such as unrealized mark-to-market gains and losses.

“Official Statement” means an offering document or other disclosure document required to be
provided to purchasers and potential purchasers in connection with the initial offering of the Bonds in
conformance with Rule 15¢2-12 or other applicable regulation of the SEC.

“Operations and Maintenance Costs” means all reasonable expenses incurred by the City in
causing the Utility System to be operated and maintained in good repair, working order and condition,
including without limitation payments of premiums for insurance on the Utility System; costs incurred
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 into 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.
Operations and Maintenance Costs shall exclude depreciation, amortization or other similar
recognitions of non-cash expense items made for accounting purposes only; taxes levied or imposed
by the City; payments-in-lieu-of-taxes paid to the City; capital additions and capital replacements to
the Utility System.

“Owner” means, without distinction, the Registered Owner and the Beneficial Owner.



“Parity Certificate” means a certificate delivered for purposes of satisfying the Parity
Conditions.

“Parity Conditions” means (a) with reference to issuance of the Bonds as Parity Obligations,
the Parity Conditions set forth in the 2017 Parity Lien Ordinance, and (b) with reference to the issuance
of additional Future Parity Obligations, the conditions set forth in Exhibit B to this ordinance.

“Parity Obligation Debt Service Account” means that special fund or account created pursuant
to Section 14 of the 2017 Parity Lien Ordinance within the established Utility System Bond Fund, to
provide for the payment of principal of and interest on the Parity Obligations.

“Parity Obligations” means the 2017 Parity Obligation, the Bonds, and any Future Parity
Obligations.

“Parity Reserve Account” means any account within the Utility System Bond Fund that may
be created in the future as a debt service reserve account securing payment of the principal of and/or
interest on one or more series of Parity Obligations. The Common Reserve Account (if any) is a Parity
Reserve Account.

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

“Plan of Additions” means the Water Projects and the Sewer Projects, together with the other
projects identified in the current Utility Capital Facilities Plan, as approved by ordinance and as may
be amended or updated by future ordinances from time to time, which together constitute a system or
plan of additions and betterments to and extensions of the Utility System, all as specified, adopted, and
ordered to be carried out by Section 1.5 of this ordinance.

“Pledged ULID Assessments” means all utility local improvement district assessments and
installments thereof (including interest and penalties on assessments) collected in respect of a ULID
created to finance improvements to the Utility System, which assessments are pledged to the payment
of Parity Obligations.

“Pricing Certificate” means a certificate executed by the City’s Designated Representative as
of the pricing date of a Series of the Bonds, confirming the Bond Sale Terms for the sale of that Series
of the Bonds to the Purchaser thereof, in accordance with the parameters set forth in Exhibit C.

“Projects” means, together, the Water Projects and the Sewer Projects.

“Purchaser” means the corporation, firm, association, partnership, trust, bank, financial
institution or other legal entity or group of entities selected by the Designated Representative to serve
as purchaser in a direct placement, underwriter in a negotiated sale or awarded as the successful bidder
in a competitive sale of a Series of the Bonds.

“Rate Stabilization Fund” means the fund described in Section 19 of this ordinance.

“Rating Agency” means Moody’s Investors Service Inc., S&P Global Ratings and/or Fitch
Ratings, the recognized successors of any of the foregoing, or any other nationally-recognized
securities rating agency or agencies then maintain a rating on any of the City’s then-outstanding Utility
System Revenue Bonds at the request of the City.



“Redemption Date” means the date or dates as set forth in the Refunding Plan for the call,
payment and redemption of the Refundable Bonds.

“Record Date” means, unless otherwise defined in the Bond Purchase Contract for the Series
of the Bonds, in the case of each interest or principal payment date, the Bond Registrar’s close of
business on the 15th day of the month preceding the interest or principal payment date. With regard to
redemption of the Bonds prior to their maturity, the Record Date shall mean the Bond Registrar’s close
of business on the day prior to the date on which the Bond Registrar sends the notice of redemption to
the Registered Owners of the Bonds.

“Refundable Bonds” means the following currently outstanding maturities of the 2010 Senior
Lien Bonds, the refunding of which is authorized by this ordinance:

Maturity Principal

(Dec. 1) Amount Interest Rate
2020 $ 2,075,000 4.729%
2025* 11,495,000 5.579
2030* 13,905,000 6.479

*Term Bonds

“Refunding Plan” means the following plan for the refunding of the Refundable Bonds, as it
may be further detailed in the Refunding Trust Agreement:

(a) The deposit with the Refunding Trustee of proceeds of the City Contribution,
together with those proceeds of sale of the Bonds allocated to the Refunding Plan, in an amount
sufficient to acquire the Acquired Obligations and establish a beginning cash balance;

(b) The purchase by the Refunding Trustee of the maturing principal of and interest
on the Acquired Obligations and the application of such amounts, together with any other cash balance
held by it on the Redemption Date, to the call payment and redemption of the Refundable Bonds at a
price equal to 100% of the principal amount to be redeemed plus accrued interest to that date; and

(c) At the direction of the City’s Designated Representative, the payment of the
costs of issuing the Bonds and the costs of carrying out the foregoing elements of the Refunding Plan.

“Refunding Trust Agreement” means a refunding trust agreement between the City and the
Refunding Trustee providing for the carrying out of the Refunding Plan.

“Refunding Trustee” means the trustee, or any successor trustee, selected by the Designated
Representative to serve as refunding trustee pursuant to Section 11.

“Registered Owner” means the person in whose name a Bond is registered on the Bond
Register. If the Bond is in Book-Entry Form under the Letter of Representations, Registered Owner
shall mean the Securities Depository.

“Registration Ordinance” means Ordinance No. 1944 establishing a system of registration for
the City’s bonds and other obligations.



“Reserve Requirement” means (a) for each Series of the Bonds, zero dollars, unless a greater
amount (not to exceed the maximum dollar amount permitted by the Code to be allocated to a debt
service reserve fund from tax-exempt or tax-advantaged bond proceeds, without requiring such
amounts to be invested at a restricted yield) is deemed necessary or convenient by the Designated
Representative and agreed to in the Bond Sale Terms for such Series; (b) for any Future Parity
Obligations that are designated as Common Reserve Bonds, an incremental amount to be added to the
Common Reserve Account, determined as set forth in the Future Parity Obligation Ordinance, provided
that the sum of the Reserve Requirements for all Common Reserve Bonds may not exceed the
maximum dollar amount permitted by the Code to be allocated to a debt service reserve fund from tax-
exempt or tax-advantaged bond proceeds, without requiring such amounts to be invested at a restricted
yield; and (c) for any Future Parity Obligations other than those designated as Common Reserve Bonds,
an amount determined as set forth in the ordinance authorizing such Series of Future Parity Obligations,
which amount may be zero.

“Reserve Security” means any bond insurance, security, letter of credit, guaranty, surety bond
or similar credit enhancement device providing for or securing the payment of all or part of the
principal of and interest on the Parity Obligations, issued by an institution which has been assigned a
credit rating at the time of issuance of the Reserve Security that is in one of the two highest rating
categories of at least one nationally recognized rating agency, without regard to any gradations within
a rating category.

“Rule 15¢2-12” means Rule 15¢2-12 promulgated by the SEC under the Securities Exchange
Act of 1934, as amended.

“SEC” means the United States Securities and Exchange Commission.

“Securities Depository” means DTC, any successor thereto, any substitute securities
depository selected by the City (or the nominee of any of the foregoing). Any successor or substitute
Securities Depository must be qualified under applicable laws and regulations to provide the services
proposed to be provided by it.

“Senior Lien Debt Service Account” means the Principal and Interest Account within the
Utility System Bond Fund, originally created for the purpose of paying and securing the principal of
and interest on the City’s Senior Lien Bonds.

“Senior Lien Bonds” means the 2010 Senior Lien Bonds and the 2012 Senior Lien Bonds.

“Senior Lien Reserve Account” means the account of that name created in the Utility System
Bond Fund.

“Separate System” means any 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 17 of this ordinance.

“Serial Bonds” means obligations maturing in specified years, which are not designated as
Term Bonds and for which no mandatory redemption instaliments are scheduled.

“Series of Bonds” or “Series” means a series of Bonds issued pursuant to this ordinance.
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“Sewer Projects” means those extensions, betterments, and improvements to the Sewer System
described in Exhibit A, which is incorporated by reference.

“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 Gross Revenue of the Utility System.

“State” means the State of Washington.

“State Auditor” means the office of the Auditor of the State or such other department or office
of the State authorized and directed by State law to make audits.

“Tax Credit Subsidy Bond” means any bond that is designated by the City as a “build America
bond” or other similar type of tax credit bond pursuant to the Code, and which is further designated as
a “qualified bond” under Section 6431 of the Code (or a similar section of the Code), and with respect
to which the City is eligible to receive a Tax Credit Subsidy Payment.

“Tax Credit Subsidy Payment” means the amounts which the City expects to receive as a tax
credit payable by the United States Treasury to the City under Section 6431 of the Code (or a similar
section of the Code), in respect of any bonds issued as Tax Credit Subsidy Bonds.

“Term Bond” means a Utility System Revenue Obligation that is subject to mandatory
redemption prior to its scheduled maturity date or dates in mandatory redemption installments set forth
in the Bond Purchase Contract or Pricing Certificate.

“ULID” means utility local improvement district.

“Utility System” or “System” means (a) the water supply and distribution system of the City,
as it now exists and including all additions, betterments and extensions at any time made; (b) the
sanitary sewage collection, treatment and disposal system, septic inspection and maintenance system
of the City; (c) any storm and surface water drainage system of the City; (d) any garbage and refuse
collection and disposal system; and (e) any other system or utility that may lawfully be combined with
the foregoing. The Utility System shall not include any Separate System of the City.

“Utility System Bond Fund” means the special fund known as the Utility System Bond Fund,
created pursuant to Section 10 of Ordinance No. 2763, passed on May 21, 2007, for the purpose of
paying and securing the obligations of the Utility System of the City.

“Utility System Revenue Obligations” means the Senior Lien Bonds, the Parity Obligations
(including the Bonds), and any other obligations that may be authorized in the future that are made
payable solely from accounts within the Utility System Bond Fund.

“Water Projects”” means those extensions, betterments, and improvements to the Water System
described in Exhibit A, which is incorporated by reference.

Section 3. Authorization of Bonds. The City is authorized to issue the Bonds in one or
more Series in an aggregate principal amount not to exceed $48,100,000, for the purpose of providing
the funds (a) to pay or reimburse a portion of the costs of carrying out the Plan of Additions to the
utility system; (b) to carry out a refunding of all or a portion of the City’s outstanding Utility System

11



Improvement Revenue Bonds, Series 2010 (Build America Bonds — Direct Payment), and (c) to pay
the costs of issuance of the Bonds and the administrative costs of carrying out the refunding.

Section 4. Appointment of Designated Representative. For purposes of this ordinance,
the Finance Director and the Mayor are each, acting independently and within the parameters set forth
in Exhibit C, appointed and authorized to act as the City’s Designated Representative pursuant to RCW
39.46.040(2), to conduct the sale of the Bonds in the manner and upon the terms deemed most
advantageous to the City, and to approve the Bond Sale Terms, with such additional terms and
covenants, not inconsistent with Exhibit C, as the Designated Representative deems advisable.

Section 5. Bond Reaqgistrar; Registration and Transfer of Bond.

51 Registration of the Bond; Bond Registrar. The Bonds shall be issued only in
registered form as to both principal and interest and shall be recorded on the Bond Register. The Fiscal
Agent is appointed to act as Bond Registrar for each Series of the Bonds, unless otherwise determined
by the Designated Representative.

5.2 Transfer and Exchange of Bonds. The Bond Registrar shall keep, or cause to be kept,
sufficient books for the registration and transfer of the Bonds, which shall be open to inspection by the
City at all times. The Bond Register shall contain the name and mailing address of the Registered
Owner of each Bond and the principal amount and number of each of Bond held by the Registered
Owner. The Bond Registrar is authorized, on behalf of the City, to authenticate and deliver those Bonds
transferred or exchanged in accordance with the provisions of the Bonds and this ordinance, to serve
as the City’s paying agent for the Bonds, and to carry out all of the Bond Registrar’s powers and duties
under this ordinance and the Registration Ordinance.

The Bond Registrar shall be responsible for its representations contained in the Bond
Registrar’s Certificate of Authentication on each Bond. The Bond Registrar may become an Owner
with the same rights it would have if it were not the Bond Registrar and, to the extent permitted by
law, may act as depository for and permit any of its officers or directors to act as members of, or in
any other capacity with respect to, any committee formed to protect the rights of Owners.

If a Bond is surrendered to the Bond Registrar, it may be exchanged for a Bond or Bonds in
any Authorized Denomination of an equal aggregate principal amount and of the same interest rate,
maturity and Series. The Bond may be transferred only if endorsed in the manner provided thereon and
surrendered to the Bond Registrar. Any exchange or transfer shall be without cost to the Owner or
transferee. The Bond Registrar shall not be obligated to exchange any Bond or transfer registered
ownership during the period between the applicable Record Date and the next upcoming interest
payment or redemption date.

5.3 Securities Depository; Book-Entry Only Form. Unless otherwise determined by the
Designated Representative, the Bonds initially shall be issued and registered in Book-Entry Form. The
Bonds so registered shall be held fully immobilized in Book-Entry From by the Securities Depository
in accordance with the provisions of the Letter of Representations. Registered ownership of a Bond
held in Book-Entry Form, or any portion thereof, may not be transferred except: (i) to any successor
Securities Depository appointed by the City or such substitute Securities Depository’s successor; (ii)
to any substitute Securities Depository appointed by the City or such substitute Securities Depository’s
successor; or (iii) to any person if the Bond is no longer held in Book-Entry Form. Upon the resignation
of the Securities Depository from its functions as depository, or upon a determination by the Finance
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Director to discontinue utilizing the then-current Securities Depository, the Finance Director may
appoint a substitute Securities Depository. If the Securities Depository resigns from its functions as
depository and no substitute Securities Depository can be obtained, or if the Director of Finance
determines not to utilize a Securities Depository, then the Bonds shall no longer be held in Book-Entry
Form and ownership may be transferred only as provided herein. Nothing herein shall prevent the Bond
Sale Terms from providing that a Series of the Bonds shall be issued in certificated form without
utilizing a Securities Depository, and that the Bonds of such Series shall be registered as of their Issue
Date in the name of the Owners thereof, in which case ownership may be transferred only as provided
herein. Neither the City nor the Bond Registrar shall have any responsibility or obligation to
participants of the Securities Depository or the persons for whom they act as nominees with respect to
the Bonds regarding the accuracy of any records maintained by the Securities Depository or its
participants of any amounts in respect of principal of or interest on the Bonds or any notice which is
permitted or required to be given to Registered Owners hereunder (except such notice as is required to
be given by the Bond Registrar to the Securities Depository). For so long as a Bond is held in Book-
Entry Form, the Securities Depository shall be deemed to be the Registered Owner for all purposes
hereunder and all references to Registered Owner shall mean the Securities Depository and shall not
mean the Beneficial Owner.

5.4 Lost or Stolen Bond. In case any Bond shall be lost, stolen or destroyed, the Bond
Registrar may authenticate and deliver a new bond or bonds of like amount, date, tenor, and effect to
the Registered Owner(s) thereof upon the Registered Owner paying the expenses and charges of the
City in connection therewith and upon filing with the Bond Registrar evidence satisfactory to the Bond
Registrar that such bond or bonds were actually lost, stolen or destroyed and of Registered Ownership
thereof, and upon furnishing the City with indemnity satisfactory to both.

55 DTC Letter of Representations. To induce DTC to accept the Bonds as eligible for
deposit at DTC, the City approves the Letter of Representations. The Designated Representative is
authorized and directed to execute the Letter of Representations, on behalf of the City, and to deliver
it to DTC on or before the Issue Date.

Section 6. Form and Execution of Bonds. Each Bond shall be prepared in a form
consistent with the provisions of this ordinance and State law. Each Bond shall be signed by the Mayor
and City Clerk, either or both of whose signatures may be manual or in facsimile, and the seal of the
City or a facsimile reproduction thereof shall be impressed or printed thereon. Only a Bond bearing a
certificate of authentication in substantially the following form, manually signed by the Bond
Registrar, shall be valid or obligatory for any purpose or entitled to the benefits of this ordinance: “This
Bond is one of the fully registered City of Anacortes, Washington, Utility System Improvement and
Refunding Revenue Bonds, 2020 [Series XX], described in [this ordinance].” The authorized signing
of a Certificate of Authentication shall be conclusive evidence that the Bond so authenticated has been
duly executed, authenticated and delivered and is entitled to the benefits of this ordinance. If any officer
whose manual or facsimile signature appears on a Bond ceases to be an officer of the City authorized
to sign bonds before the Bond bearing his or her manual or facsimile signature is authenticated by the
Bond Registrar or issued or delivered by the City, that Bond nevertheless may be authenticated, issued
and delivered and, when authenticated, issued and delivered, shall be as binding on the City as though
that person had continued to be an officer of the City authorized to sign bonds. Any Bond also may be
signed on behalf of the City by any person who, on the actual date of signing of the Bond, is an officer
of the City authorized to sign bonds, although he or she did not hold the required office on the date of
issuance of the Bond.
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Section 7. Payment of the Bond; Failure to Pay.

7.1 Payment. Principal of and interest on each Bond shall be payable in lawful money of
the United States of America on the dates and in the amounts provided in the Bond Purchase Contract.
Principal of and interest on each Bond issued as a Parity Obligation shall be payable solely out of the
Parity Obligation Debt Service Account. The Bonds shall not be general obligations of the City. The
Bonds may not be subject to acceleration under any circumstances.

7.2 Bonds Held in Book-Entry Form. Principal of and interest on each Bond held in
Book-Entry Form is payable in the manner set forth in the Letter of Representations

7.3 Bond Not Held in Book-Entry Form. Interest on each Bond not held in Book-Entry
Form is payable by electronic transfer on the interest payment date, or by check or draft of the Bond
Registrar mailed on the interest payment date to the Registered Owner at the address appearing on the
Bond Register on the Record Date. However, the City is not required to make electronic transfers
except pursuant to a request by a Registered Owner in writing received on or prior to the Record Date
and at the sole expense of the Registered Owner. Principal of each Bond not held in Book-Entry Form
is payable upon presentation and surrender (unless waived by the City) of the Bond by the Registered
Owner to the Bond Registrar.

7.4 Failure to Pay the Bond. If the principal of any Bond is not paid when the Bond is
properly presented at its maturity or date fixed for redemption, the City shall be obligated to pay, solely
from the Parity Obligation Debt Service Account, interest on that Bond at the same rate provided in
the Bond from and after its maturity or date fixed for redemption until that Bond, both principal and
interest, is paid in full or until sufficient money for its payment in full is on deposit in the Utility System
Bond Fund, or in a trust account established to refund or defease the Bond, and the Bond has been
called for payment by giving notice of that call to the Registered Owner.

Section 8. Redemption and Purchase Provisions.

8.1 Optional Redemption. Any of the Bonds may be subject to redemption prior to their
stated maturity dates at the option of the City at the times and on the terms set forth in the applicable
Bond Purchase Contract.

8.2 Mandatory Redemption. Any of the Bonds may be designated as Term Bonds,
subject to mandatory redemption on the dates and in the amounts as set forth and confirmed in the
applicable Pricing Certificate. If not redeemed or purchased at the City’s option prior to maturity, a
Term Bond (if any) must be redeemed, at a price equal to one hundred percent of the principal amount
to be redeemed, plus accrued interest, on the dates and in the years and amounts as set forth in the
Pricing Certificate. If the City optionally redeems, defeases or purchases a Term Bond prior to
maturity, the principal amount of that Term Bond that is so redeemed, defeased or purchased
(irrespective of its redemption or purchase price) shall be credited against the remaining scheduled
mandatory redemption installments in the manner as directed by the Finance Director. In the absence
of direction by the Finance Director, credit shall be allocated to the remaining installments for that
Term Bond on a pro rata basis.

8.3 Partial Redemption; Selection of Bonds for Redemption. If fewer than all of the

outstanding Bonds of any Series are to be redeemed at the option of the City, the Finance Director shall
select the Series and maturity or maturities to be redeemed. If less than all of the principal amount of
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a maturity of the selected Series is to be redeemed, if such Series is held in Book-Entry Form, the
portion of such maturity to be redeemed shall be selected for redemption by the Securities Depository
in accordance with the Letter of Representations, and if the Series is not then held in Book-Entry Form,
the portion of such maturity to be redeemed shall be selected by the Bond Registrar using such method
of random selection as the Bond Registrar shall determine. All or a portion of the principal amount of
any Bond that is to be redeemed may be redeemed in any applicable Authorized Denomination. If less
than all of the outstanding principal amount of any Bond is redeemed, upon surrender of that Bond to
the Bond Registrar there shall be issued to the Registered Owner, without charge, a new Bond (or
Bonds, at the option of the Registered Owner) of the same Series, seniority, maturity, and interest rate
in any Authorized Denomination in the aggregate principal amount to remain outstanding.

8.4 Notice of Redemption. If a Series of the Bonds are held in Book-Entry Form, notice
of redemption shall be given in accordance with the Letter of Representations. Otherwise, unless
waived by the Registered Owner or unless otherwise provided in the Bond Purchase Contract, notice
of any intended redemption must be given not less than 20 nor more than 60 days prior to the date fixed
for redemption by first-class mail, postage prepaid, to the Registered Owner of the Bond to be
redeemed (or portion thereof) at the address appearing on the Bond Register on the Record Date. The
requirements of the preceding sentence shall be deemed to have been fulfilled when notice has been
mailed as so provided, whether or not it is actually received by the Owner of that Bond. In addition,
the redemption notice shall be mailed or sent electronically within the same period to the MSRB (if
required under the Continuing Disclosure Agreement), to each Rating Agency, and to such other
persons and with such additional information as the Finance Director shall determine, but these
additional mailings shall not be a condition precedent to the redemption of any Bond.

8.5 Rescission of Optional Redemption Notice. In the case of an optional redemption or
an extraordinary redemption, the notice of redemption may state that the City retains the right to rescind
the redemption notice and the redemption by giving a notice of rescission to the affected Registered
Owners at any time on or prior to the date fixed for redemption. Any notice of optional redemption
that is so rescinded shall be of no effect, and each Bond (or potion thereof) for which a notice of
redemption has been rescinded shall remain outstanding.

8.6 Effect of Redemption. If notice of redemption is given as provided in this ordinance
and is not rescinded (as provided in Section 8.5), that Bond (or portion thereof called for redemption)
shall become due on the date fixed for redemption. Interest on that Bond (or portion thereof) shall
cease to accrue on the date fixed for redemption unless that Bond (or portion thereof) is not paid when
properly presented.

8.7 Purchase by City. The City reserves the right and option to purchase any or all of the
Bonds available for purchase at any time at any price acceptable to the City plus accrued interest to the
date of purchase.

Section 9. Refunding or Defeasance of the Bond. The City may issue refunding bonds
pursuant to the laws of the State or use money available from any other lawful source to pay when due
the principal of and interest on those Parity Obligations, or any portion thereof included in a refunding
or defeasance plan (the “Defeased Bonds”), and to redeem and retire, refund or defease such Defeased
Bonds and to pay the costs of such refunding or defeasance. If the City deposits irrevocably with an
escrow agent money and/or Government Obligations sufficient in amount, together with the earnings
thereon, sufficient to pay the principal of and premium, if any, on the Defeased Bonds, together with
all interest accruing thereon to the due date or redemption date, and pays or makes provision for
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payment of all fees, costs and expenses of that escrow agent due or to become due with respect to the
Defeased Bonds, all liability of the City and the Utility System with respect to the Defeased Bonds
shall cease, the Defeased Bonds shall be deemed not to be outstanding hereunder and the registered
owners of the Defeased Bonds shall be restricted exclusively to the money or Government Obligations
so deposited, together with any earnings thereon, for any claim of whatsoever nature with respect to
the Defeased Bonds, and that escrow agent shall hold that money, Government Obligations and
earnings in trust exclusively for those registered owners and that money, Government Obligations and
earnings shall not secure any other Parity Obligations under this ordinance. After establishing such an
escrow account, the City may apply any money in any other fund or account established for the
payment or redemption of the Defeased Bonds to any lawful purposes as it shall determine, subject
only to the rights of the owners of any other Parity Obligations then outstanding. Defeased Bonds shall
be excluded from computation of the Coverage Requirements and other covenants under this
ordinance.

Section 10. Deposit of Bond Proceeds.

10.1 New Money Proceeds. On the Issue Date, the proceeds of the Bonds that are allocated
to the financing of the Plan of Additions shall be deposited in the appropriate water and sewer project
accounts within the Utility System Funds designated by the Finance Director, and shall be used solely
to pay costs of carrying out the Projects and may be used to pay costs of issuance pursuant to Section
10.3.

10.2  Refunding Plan. On the Issue Date, the City shall cause the proceeds of the Bonds that
are allocated to carrying out the Refunding Plan to be deposited with the Refunding Trustee and used
to carry out the Refunding Plan in accordance with Section 11 and the Refunding Trust Agreement.

10.3  Costs of Issuance. The portion of the proceeds allocable to payment of costs related
to the sale, issuance, and delivery of the Bonds may be transferred to the Refunding Trustee to be used
to pay such costs in accordance with an executed Refunding Trust Agreement, or may be retained by
the City to be used to pay such costs directly, as the Finance Director may determine is most
convenient.

10.4 Remaining Proceeds (if any). The proceeds of any Series of the Bonds remaining after
the City makes all deposits described in this section shall be deposited into the Parity Obligation Debt
Service Account to pay interest on that Series on the next interest payment date.

Section 11. Refunding of the Refundable Bonds.

11.1  Appointment of the Refunding Trustee; Selection of Refundable Bonds. The
Finance Director is authorized and directed to appoint a Refunding Trustee in accordance with chapter
39.53 RCW, and the Designated Representative is authorized to execute on behalf of the City a
Refunding Trust Agreement providing for the carrying out of the Refunding Plan, as defined herein
and as further detailed therein.

11.2  Use of Bond Proceeds for Refunding Plan; Acquisition of Acquired Obligations.
On the Issue Date, bond proceeds allocated to carrying out the Refunding Plan (together with any City
Contribution) shall be deposited with the Refunding Trustee and used to discharge the obligations of
the City relating to the Refundable Bonds by carrying out that Refunding Plan in accordance with the
Refunding Trust Agreement. The Acquired Obligations (if any) shall be listed and more particularly
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described in an exhibit attached to the Refunding Trust Agreement, shall conform to the requirements
of the 2010 Senior Lien Bond Ordinance, and are subject to substitution as set forth below. Any Bond
proceeds or other money deposited with the Refunding Trustee not needed to carry out the Refunding
Plan (or to pay administrative costs and costs of issuance) shall be returned to the City for deposit in
the Parity Obligation Debt Service Account to pay interest on the Bonds on the next upcoming interest
payment date.

11.3  Substitution of Acquired Obligations. The City reserves the right at any time to
substitute cash or other Government Obligations conforming to the requirements of the 2010 Senior
Lien Bond Ordinance (“Substitute Obligations”) for any of the Acquired Obligations if the City
obtains, (a) an opinion of Bond Counsel to the effect that the interest on the Bonds and the Refundable
Bonds will remain excluded from gross income for federal income tax purposes under Sections 103,
148 and 149(d) of the Code, and (b) a verification by a nationally recognized independent certified
public accounting firm that such substitution will not impair the timely payment of the amounts
required to be paid by the Refunding Plan. Any surplus money resulting from the sale, transfer, other
disposition or redemption of the Acquired Obligations and the substitutions therefor shall be released
from the trust estate and transferred to the City to be used for any lawful City purpose.

11.4 Refunding Trust Agreement; Administration of Refunding Plan. The Designated
Representative is authorized to execute a Refunding Trust Agreement setting forth the duties,
obligations and responsibilities of the Refunding Trustee in connection with the carrying out of the
Refunding Plan. The Refunding Trust Agreement may, among other things, authorize and direct the
Refunding Trustee to purchase the Acquired Obligations (or Substitute Obligations) and shall direct
the Refunding Trustee to make the payments required to be made by the Refunding Plan. The money
deposited with the Refunding Trustee (and Acquired Obligations or Substitute Obligations acquired
threwith) and any income therefrom shall be held irrevocably, invested and applied in accordance with
the provisions of the applicable 2010 Senior Lien Bond Ordinance, this ordinance, chapter 39.53 RCW
and other applicable State law. All administrative costs (including without limitation all necessary and
proper fees, compensation and expenses of the Refunding Trustee for the Bonds and all other costs
incidental to the setting up of the escrow to accomplish the Refunding Plan) and costs of issuance of
the Bonds may be paid out of the amounts deposited with the Refunding Trustee or other available
money of the City, in accordance with the Refunding Trust Agreement.

11,5 Call for Redemption of the Refundable Bonds. The Finance Director is authorized
to take all action necessary to call the Refundable Bonds for redemption on the Redemption Date in
accordance with the 2010 Senior Lien Bond Ordinance and this ordinance. Such call for redemption
shall identify the Refundable Bonds, the maturity dates, the Redemption Date and redemption price
(expressed as a percentage of par, plus accrued interest), and shall be irrevocable after the Bonds are
delivered to the Purchaser. The Finance Director is authorized and directed to give or cause to be given
such notices as may be required, at the times and in the manner required pursuant to the applicable
2010 Senior Lien Bond Ordinance, and to take all other actions necessary to effect the redemption of
the Refundable Bonds on the Redemption Date.

11.6 Refunding Conditions and Findings Required. The City Council finds and
determines that upon the findings made by the Designated Representative pursuant to this subsection,
the Refunding Plan will discharge and satisfy the obligations, pledges, charges, trusts, covenants and
agreements of the City under the 2010 Senior Lien Bond Ordinance as to the Refundable Bonds, and
the Refundable Bonds shall no longer be deemed to be outstanding under the 2010 Senior Lien Bond
Ordinance immediately upon the deposit of the money specified in the Refunding Plan with the
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Refunding Trustee. Prior to approving the sale of the Bonds, the Designated Representative must
determine in writing that, in his or her judgment, each of the following conditions are met:

(a) The Redemption Date is the earliest practical date on which the Refundable
Bonds may be called for redemption.

(b) The savings that will be effected (as measured by the difference between the
principal and interest cost over the life of the Bonds and the principal and interest cost over the life of
the Refundable Bonds but for such refunding) shall be equal to at least the percentage savings set forth
in Exhibit A. In making such determination, the Designated Representative shall give consideration to
the fixed maturities (and scheduled mandatory principal redemptions) of the Bonds and the Refundable
Bonds, the costs of issuance of the Bonds and the known earned income from the investment of the
proceeds of the issuance and sale of the Bonds pending payment and redemption of the Refundable
Bonds.

(c) The Refunding Plan to be effected by the issuance and sale of the Bonds will
provide sufficient funds to discharge and satisfy the obligations of the City under the 2010 Senior Lien
Bond Ordinance. In making such determination, the Designated Representative may rely upon a
certification of the City’s financial advisor or an independent verification agent.

Section 12. Security for the Bond.

12.1  Pledge of Net Revenue and Pledged ULID Assessments. The Bonds shall be special
limited obligations of the City payable from and secured solely by the Net Revenue and all Pledged
ULID Assessments (if any) and money in the Parity Obligation Debt Service Account and any
subaccounts created therein. The Bonds are not Common Reserve Bonds and are not secured by any
amounts in a Parity Reserve Account or other debt service reserve account. The Net Revenue and
Pledged ULID Assessments (if any) are pledged to make the payments into the Parity Obligation Debt
Service Account required by this ordinance. This pledge constitutes a charge and lien upon such Net
Revenue that is subordinate to the lien and charge in respect of the Senior Lien Bonds, and is prior and
superior to all other liens and charges whatsoever, and constitutes a first priority charge and lien upon
the Pledged ULID Assessments. The Bond shall not constitute a general obligation of the City, the
State or any political subdivision of the State or a charge upon any general fund or upon any money or
other property of the City, the State, or any political subdivision of the State not specifically pledged
by this ordinance.

12.2  Lien Position. The Bonds shall be issued on parity of lien with any Future Parity
Obligations, without regard to date of issuance or authorization and without preference or priority of
right or lien. The City further covenants that, for as long as any Parity Obligations remain outstanding,
it will not issue any additional Senior Lien Bonds or any other revenue obligations (or create any
special fund or account therefor), which will have any priority over or which will rank on a parity with
the payments required in respect of the Parity Obligations, and that it will issue Future Parity
Obligations only accordance with the Parity Conditions. Nothing in this ordinance prevents the City
from issuing revenue bonds or other obligations which are a charge or lien upon Net Revenue
subordinate to the payments required to be made from Net Revenue into the Parity Obligation Debt
Service Account and the subaccounts therein.

Section 13.  Flow of Funds; Priority of Expenditure of Gross Revenue. The Gross
Revenue shall be deposited as received in the combined Utility System Funds created for each
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component utility, and used for the following purposes only and applied in the following order of
priority:

13.1  To pay the Operations and Maintenance Costs;

13.2 To make all payments into the Senior Lien Bond Principal and Interest Account
required to be made in order to pay the interest on and principal of all Senior Lien Bonds when due;

13.3  To make all payments required to be made into the Senior Lien Reserve Account, all
payments required to be made under any agreement relating to the provision of Reserve Security, and
all payments required to be made under any reimbursement agreement with a Reserve Security
provider that requires those payments to be made on a parity with the payments required to be made
into the Senior Lien Reserve Account;

13.4 To make all payments required to be made into the Parity Obligation Debt Service
Account in respect of the interest on and principal of all Parity Obligations when due;

13.5 To make all payments required to be made into any Parity Reserve Account and to
make payments due under any reimbursement agreement with the provider of a Reserve Security that
requires those payments to be made on a parity with the payments to be made into a Parity Reserve
Account;

13.6  To make when due the required payments to be made into any revenue bond, note
warrant or other revenue obligation redemption fund, debt service account or reserve account created
to pay and secure the payment of any revenue bonds, warrants, notes or other obligations of the Utility
System having a charge upon the Net Revenue junior and inferior to the charge thereon for the payment
of the principal of and premium (if any), and interest on the Senior Lien Bonds and the Parity
Obligations, in any priority not inconsistent with this ordinance, that the City may hereafter establish
by ordinance; and

13.7  Without priority, to any of the following purposes: to retire by redemption or purchase
any outstanding revenue bonds or revenue obligations of the Utility System; to make necessary
additions, betterments, improvements, repairs, extensions, and replacements of the Utility System; to
pay City taxes or other payments in lieu of taxes payable from Gross Revenue; to make deposits to the
Rate Stabilization Account; or for any other lawful purpose of the Utility System.

Section 14.  The Utility System Bond Fund; Parity Obligation Debt Service Account
Created. The Utility System Bond Fund was previously created within the City treasury by the
Ordinance No. 2763, passed on May 21, 2007 (authorizing the issuance of the 2007 Senior Lien Bonds
and creating accounts within that Fund securing payment of the principal of and interest the Senior
Lien Bonds).

14.1  Parity Obligation Debt Service Account Created. For the sole purpose of paying and
securing payment of the Parity Obligations, the 2017 Parity Lien Ordinance created the Parity
Obligation Debt Service Account in the Utility System Bond Fund. The Finance Director may create
additional sinking fund accounts or other subaccounts in the Parity Obligation Debt Service Account
to pay or secure the payment of Future Parity Obligations, so long as the maintenance of such accounts
does not conflict with the rights of the owners of Parity Obligations or the Senior Lien Bonds. The
Finance Director may create Parity Reserve Accounts within the Utility System Bond Fund to
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additionally secure payment of Future Parity Obligations, in accordance with the ordinances
authorizing their issuance.

14.2  Required Payments into the Parity Obligation Debt Service Account. So long as
any Parity Obligation remains outstanding, the City obligates and binds itself to set aside and pay into
the Parity Obligation Debt Service Account all Pledged ULID Assessments and, out of the Net
Revenue, certain fixed amounts without regard to any fixed proportion, namely, on or before each debt
service payment date an amount which, together with Pledged ULID Assessments and other money on
deposit therein, will be sufficient to pay the principal of and interest on the Parity Obligations
(including the Bonds) coming due and payable on such debt service payment date, including mandatory
redemption amounts due on that date with respect to any Parity Obligation that is a Term Bond. If the
City fails to set aside and pay into the Parity Obligation Debt Service Account the amounts set forth,
the Registered Owner of an outstanding Parity Obligation may bring action against the City and compel
the setting aside and payment.

14.3  Investment of Money in Parity Obligation Debt Service Account and Parity
Reserve Account(s) (if any). All money in the Parity Obligation Debt Service Account and any Parity
Reserve Account may be kept in cash or invested in Permitted Investments maturing not later than the
date when needed (for investments in the Parity Obligation Debt Service Account) or the last maturity
of any outstanding Parity Obligations (for investments in the Parity Reserve Account). In no event
shall any money in the Parity Obligation Debt Service Account, any Parity Reserve Account or any
other money reasonably expected to be used to pay principal of and/or interest on the Parity Obligations
be invested at a yield which would cause any Series issued as Tax-Exempt Bonds or Tax Credit Subsidy
Bonds to be arbitrage bonds within the meaning of Section 148 of the Code. Income from investments
in the Parity Obligation Debt Service Account shall be deposited in that account. Income from
investments in any Parity Reserve Account shall be retained in that account until the amount therein is
equal to the Reserve Requirement for all Parity Obligations secured by that account, and thereafter
shall be deposited in the Parity Obligation Debt Service Account. Notwithstanding the provisions for
deposit or retention of earnings in the Parity Obligation Debt Service Account or Parity Reserve
Account, any earnings which are subject to a federal tax or rebate requirement may be withdrawn from
such account for deposit in a separate fund or account for that purpose. If no longer required for such
rebate, money in that separate fund or account shall be returned to the Parity Obligation Debt Service
Account or Parity Reserve Account, as applicable.

Section 15.  Covenants. The City covenants and agrees with the Owner of the Bond, as
follows:

15.1 Maintenance and Operation. The City will pay all Operations and Maintenance Costs
and will at all times maintain and keep the Utility System 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.

15.2 Rates and Charges.

(a) Debt Service Coverage. The City will establish, maintain, revise as necessary,
and collect such rates and charges for the services furnished by the Utility System (including those
furnished under contract with wholesale customers) sufficient to produce Net Revenue that meets or
exceeds the Coverage Requirement.
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(b) Significant Wholesale Customer Contracts. The City will not reduce any rate
or charge for services of the Utility System as is now established by the existing rate ordinance or
ordinances of the City, or any contract with a Significant Wholesale Customer, if such change would
substantially reduce the annual Net Revenue below that which would have been obtained before such
change unless the City has on file a certificate from an Independent Utility Consultant, stating that after
such change, the Net Revenue will remain sufficient to comply with all the covenants and requirements
of this ordinance, including the Coverage Requirement.

(c) No Free Service. Except to aid the poor or infirm, to provide for resource
conservation or to provide for the proper handling of hazardous materials, the City will not furnish or
supply or permit the furnishing or supplying of any service or facility in connection with the operation
of the Utility System free of charge to any person, firm or corporation, public or private, other than the
City, so long as any Utility System Revenue Bond remain outstanding.

15.3 Pledged ULID Assessments. The City will collect promptly all Pledged ULID
Assessments (if any). Such assessments may be used to pay the principal or interest on any Parity
Obligations without those assessments being particularly allocated to the payment of principal of or
interest on any particular series of Parity Obligations.

15.4  Restrictions on Sale or Disposition of Utility System. The City will not sell, lease,
mortgage or in any manner encumber or dispose of all the property of the Utility System unless
provision is made for payment into the Utility System Bond Fund of a sum sufficient to pay the
principal of and interest on all then-outstanding Utility System Revenue Bonds. Furthermore, it will
not sell, lease, mortgage, or in any manner encumber or dispose of any part of the property of the
Utility System that is used, useful and material to its operation, unless provision is made (a) for the
replacement of that portion of the Utility System, or (b) for the payment into the Utility System Bond
Fund of an amount bearing the same ratio to the principal amount of then-outstanding Utility System
Revenue Bonds as the amount of Net Revenue available for debt service derived during the preceding
12 month period from that portion of the Utility System bears to the total Net Revenue available for
debt service for such bonds for the same period. Any such money so paid into the Utility System Bond
Fund shall be used to retire Utility System Revenue Bonds at the earliest possible date and may be
invested to the same extent and in the same manner as provided for the investment of money in the
Utility System Bond Fund until so used.

15,5 Books and Accounts. The City will keep proper and separate accounts and records in
which complete and separate entries shall be made of all transactions relating to the Utility System.
Upon request of any Registered Owner of a Utility System Revenue Bond, it also will furnish a copy
of the most recently completed audit of the City’s accounts by the State Auditor of Washington, or
such other audit as is authorized by law in lieu thereof.

15.6  Insurance. The City will at all times carry fire and such other forms of insurance on
such of the buildings, equipment, facilities and properties of the Utility System as are ordinarily carried
on such buildings, equipment, facilities, and properties by utilities engaged in the operation of similar
utility systems to the full insurable value thereof, and also will carry adequate public liability insurance
(and war risk insurance if available at reasonable rates) at all times. The premiums on such insurance
policies are declared to be a normal part of Operations and Maintenance Costs.

Section 16.  Future Parity Obligations. The City reserves the right to issue Future Parity
Obligations if the Parity Conditions are met and complied with at the time of the issuance of those
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Future Parity Obligations. If Future Parity Obligations are being issued for the sole purpose of
refunding Utility System Revenue Bonds (including costs of issuance and providing for the Reserve
Requirement, if any), no Parity Certificate is required if, as result of the issuance of those Future Parity
Obligations, (a) the Annual Debt Service on the Future Parity Obligations to be issued is not increased
by more than $5,000 over the Annual Debt Service for that year of the Utility System Revenue Bonds
being refunded, and (b) the final maturity of the Future Parity Obligations will not extend more than
one year longer than the Utility System Revenue Bonds being refunded.

Nothing in this ordinance shall prevent the City from issuing Future Parity Obligations to
refund maturing Utility System Revenue Bonds then outstanding, money for the payment of which is
not otherwise available. Furthermore, nothing in this ordinance shall prevent the City from issuing
revenue bonds or other obligations that are a charge upon the Gross Revenue of the Utility System
subordinate to the payments required to be made into the Utility System Bond Fund for the payment
of the Utility System Revenue Bonds, or from pledging the payment of ULID assessments into a bond
redemption fund created for the payment of the principal of and interest on those subordinate bonds or
obligations if such ULID assessments are levied for improvements constructed from the proceeds of
those subordinate bonds.

Section 17.  Separate Utility Systems. The City may create, acquire, construct, finance,
own and operate one or more additional systems for water supply, sewer service, water, sewage or
stormwater transmission, treatment or other commodity or utility service. The revenue of that Separate
System, and any ULID assessments payable solely with respect to improvements to a Separate System,
shall not be included in the Gross Revenue and may be pledged to the payment of revenue obligations
issued to purchase, construct, condemn or otherwise acquire or expand the Separate System. The Net
Revenue may be pledged to the payment of any obligations issued to finance a Separate System only
on a basis subordinate to the lien of the Parity Obligations.

Section 18.  Contract Resource Obligations. The City may at any time enter into one or
more Contract Resource Obligations for the acquisition, from facilities to be constructed or improved
by the use of payments under such Contract Resource Obligations, of any water, wastewater,
stormwater, solid waste or other utility commodity or service relating to the Utility System, as follows:

18.1 The City may determine that, and may agree under a Contract Resource Obligation to
provide that, all payments under that Contract Resource Obligation (including payments prior to the
time that water, wastewater, stormwater, solid waste or other utility service is being provided, or during
a suspension or after termination of supply or service) shall be an Operations and Maintenance Cost if
the payments required to be made under the Contract Resource Obligation are not subject to
acceleration and the following additional requirements are met at the time such a Contract Resource
Obligation is entered into:

(a) No event of default has occurred and is continuing under the terms of any debt
obligation of the City in respect of the Waterworks Utility; and

(b) There is on file a certificate of an independent licensed professional engineer
or engineering firm stating that in his, her or its professional opinion: (i) the payments to be made by
the City in connection with the Contract Resource Obligation are reasonable for the supply or
transmission rendered; (ii) the source of any new supply, and any facilities to be constructed to provide
the supply or transmission, are sound from a water or other commodity supply or transmission planning
standpoint, are technically and economically feasible in accordance with prudent utility practice, and

22



are likely to provide supply, transmission or service no later than a date set forth in the independent
licensed professional engineer's certification; and (iii) the Net Revenue of the Utility System will be
sufficient to meet the Coverage Requirement for each of the five Fiscal Years following the Fiscal
Year in which the Contract Resource Obligation is incurred, where the calculation of Net Revenue (A)
takes into account the adjustments to Gross Revenue permitted in the Parity Certificate, and (B) adjusts
the Operations and Maintenance Costs by the independent licensed professional engineer's estimate of
the payments to be made in accordance with the Contract Resource Obligation.

18.2  Nothing in this section shall prevent the City from entering into other agreements for
the acquisition of water supply, transmission or other commodity or service relating to the Waterworks
Utility from existing facilities and from treating those payments as an Operations and Maintenance
Cost.

18.3  Nothing in this section shall prevent the City from entering into other agreements for
the acquisition of water, wastewater, stormwater, solid waste or other utility commodity or service
relating to the Utility System from facilities to be constructed and from agreeing to make payments
with respect thereto, such payments constituting a lien and charge on the Net Revenue subordinate to
that of the Parity Obligations.

Section 19.  Rate Stabilization Fund. There has been previously created and established
in the City treasury a Rate Stabilization Fund. The City may at any time, as determined by the Finance
Director and consistent with Section 13 of this ordinance, deposit into the Rate Stabilization Fund
amounts from Gross Revenue and any other money received by the Utility System and available to be
used for that purpose, excluding principal proceeds of any Future Parity Obligations. No deposit shall
be made into the Rate Stabilization Fund to the extent that such deposit would prevent the City from
meeting the Coverage Requirement in the relevant calendar year.

The Finance Director may at any time, upon authorization by ordinance withdraw money from
the Rate Stabilization Fund for inclusion in the Net Revenue for the current fiscal year of the Utility
System, except that the total amount withdrawn from the Rate Stabilization Fund in any calendar year
may not exceed the total debt service of the Utility System Revenue Bonds in that year. Such deposits
or withdrawals may be made up to and including the date 90 days after the end of the calendar year for
which the deposit or withdrawal will be reflected in the calculation of Net Revenue.

Earnings from investments in the Rate Stabilization Fund shall be deposited in that fund and
shall not be included as Net Revenue unless and until withdrawn from that fund as provided in this
section. The Finance Director may also deposit earnings from investments in the Rate Stabilization
Fund into any System fund as authorized by ordinance, and such deposits shall be included as Net
Revenue in the year of deposit.

Section 20. Federal Tax Covenants.

20.1 Preservation of Tax Exemption for Interest on the Bonds. The City covenants that,
for any Series of the Bonds that are designated as Tax-Exempt Bonds, it will take all actions necessary
to prevent interest on the Tax-Exempt Bonds from being included in gross income for federal income
tax purposes, and it will neither take any action nor make or permit any use of proceeds of the Tax-
Exempt Bonds or other funds of the City treated as proceeds of the Tax-Exempt Bonds at any time
during the term of the Tax-Exempt Bonds which will cause interest on the Tax-Exempt Bonds to be
included in gross income for federal income tax purposes. The City also covenants that it will, to the
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extent the arbitrage rebate requirement of Section 148 of the Code is applicable to the Tax-Exempt
Bonds, take all actions necessary to comply (or to be treated as having complied) with that requirement
in connection with the Tax-Exempt Bonds, including the calculation and payment of any penalties that
the City may elect to pay (if any) as an alternative to calculating rebatable arbitrage, and the payment
of any other penalties if required under Section 148 of the Code to prevent interest on the Tax-Exempt
Bonds from being included in gross income for federal income tax purposes.

20.2  Post-I1ssuance Compliance. The Finance Director is authorized and directed to review
and update the City’s written procedures to facilitate compliance by the City with the covenants in this
ordinance and the applicable requirements of the Code that must be satisfied after the Issue Date to
prevent interest on the Bonds from being included in gross income for federal tax purposes.

Section 21.  Amendatory and Supplemental Ordinances. This ordinance may not be
supplemented or amended in any respect subsequent to the Issue Date for so long as the Bonds remain
outstanding, except in accordance with and subject to the provisions of this section.

21.1  Amendments Without Bond Owner Consent. From time to time and at any time,
without the consent of or notice to any owners of any Parity Obligation, the City may supplement or
amend this ordinance and the related bond documents for any of the purposes set forth in this
subsection. Any such supplement or amendment may be passed, adopted, or otherwise approved by
the City without requiring the consent of the registered owners of any Parity Obligations, but may
become effective only upon receipt by the City of an opinion of Bond Counsel stating that such
supplement or amendment is authorized or permitted by this ordinance and, upon the effective date
thereof, will be valid and binding upon the City in accordance with its terms, and will not adversely
affect the exclusion from gross income for federal income tax purposes of interest on the affected Parity
Obligations (if applicable). The types of supplements and amendments permitted under this subsection
are as follows:

(a) To cure any formal defect, omission, inconsistency, or ambiguity in a manner
not adverse to the owners of any Parity Obligations;

(b) To impose upon the Bond Registrar (with its consent) for the benefit of the
owners of Parity Obligations any additional rights, remedies, powers, authority, security, liabilities, or
duties which may lawfully be granted, conferred, or imposed and which are not contrary to or
inconsistent with this ordinance as theretofore in effect;

(c) To add to the covenants and agreements of, and limitations and restrictions
upon, the City in the bond documents, other covenants, agreements, limitations and restrictions to be
observed by the City which are not contrary to or inconsistent with this ordinance as theretofore in
effect;

(d) To confirm, as further assurance, any pledge under (and the subjection to any
claim, lien, or pledge created or to be created by) this ordinance on any other money, securities, or
funds;

(e) To alter the Authorized Denominations for any Parity Obligations and to make
correlative amendments and modifications regarding exchangeability of the Bonds for different
authorized denominations, redemptions of portions of Bonds in particular authorized denominations,
and similar amendments and modifications of a technical nature;
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(H To comply with any future federal law or interpretation to preserve the
exclusion of the interest on any Parity Obligations issued and sold as Tax-Exempt Bonds from gross
income for federal income tax purposes, or to preserve the entitlement of the City to receive applicable
Tax Credit Subsidy Payments in respect of any series of Parity Obligations issued and sold as Tax
Credit Subsidy Bonds;

(2) To add to the covenants and agreements of (or limitations and restrictions upon)
the City, such additional or alternative covenants, agreements, limitations, or restrictions to be
observed by the City as the City may determine are necessary or convenient to accommodate a provider
of Qualified Insurance or provider of a Reserve Security and which are not materially adverse to the
owners of any Parity Obligations; and

(h) To modify, alter, amend or supplement the ordinance and related bond
documents in any other respect which is not materially adverse to the owners of the Parity Obligations
and which does not involve a change described in subsection 21.3.

21.2  Amendments With Bond Owner Consent. With the consent of registered owners of
not less than 60% in aggregate principal amount of the Parity Obligations then outstanding, the City
may pass, adopt, or otherwise approve any supplement or amendment (other than amendments
requiring unanimous consent as set forth in subsection 21.3) that is deemed necessary or desirable by
the City for the purpose of modifying, altering, amending, supplementing, or rescinding, in any
particular, any of the terms or provisions contained in any ordinance authorizing the issuance of Parity
Obligations or the related bond documents other than those terms and provisions described in
subsection 21.3.

21.3  Amendments Prohibited Except Upon Unanimous Consent. Unless approved in
writing by or on behalf of the registered owner of each Parity Obligation then outstanding, nothing
contained in this section shall permit, or be construed as permitting (a) a change in the times, amounts,
or currency of payment of the principal of or interest on any outstanding Parity Obligation, (b) a
reduction in the principal amount or redemption price of any outstanding Parity Obligation, (c) a
change in the method of determining the rate of interest thereon (other than a conversion to a new
interest rate mode in accordance with the applicable ordinance and related documents), (d) a preference
or priority of any Parity Obligation over any other Parity Obligation, or (e) a reduction in the percentage
of the aggregate principal amount of the then-outstanding Parity Obligations required to effect a change
under subsection 21.2.

21.4  Notice to Bond Owners. If at any time the City passes, adopts, or otherwise approves
a supplement or amendment for any of the purposes of subsection 21.2 or 21.3, the Bond Registrar
shall cause notice of the proposed supplement or amendment to be given by first class mail (a) to all
registered owners of the then outstanding Parity Obligations, (b) to each provider of a Reserve Security
(if any), and (c) to each Rating Agency then providing a rating on the Parity Obligations. Such notice
shall briefly set forth the nature of the proposed supplement or amendment and shall state that a copy
is on file at the office of the City Clerk for inspection by all owners of the then outstanding Parity
Obligations.

215 Effective Date; Consents. Any supplement or amendment, substantially as described
in the notice mailed pursuant to subsection 21.4, may go into effect upon delivery to the Bond Registrar
of (a) the required consents, in writing, of registered owners of the Parity Obligations, and (b) an
opinion of Bond Counsel stating that such supplement or amendment is authorized or permitted by this
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ordinance and will not adversely affect the exclusion from gross income for federal income tax
purposes of interest on any Tax-Exempt Bonds. Upon the effective date thereof, such supplement or
amendment will be valid and binding upon the City in accordance with its terms.

21.6  Effect of Amendment. If registered owners of not less than the percentage of Parity
Obligations required by this section shall have consented to and approved such a supplement or
amendment, no owner of any Parity Obligation shall have any right (a) to object to the passage,
adoption, or approval of such supplement or amendment, (b) to object to any of the terms and
provisions contained therein or the operation thereof, (c) in any manner to question the propriety of the
passage, adoption, or approval thereof, (d) to enjoin or restrain the City from passing, adopting, or
otherwise approving the same, or (e) to enjoin or restrain the City, any authorized official thereof, or
the Bond Registrar from taking any action pursuant to the provisions thereof. It shall not be necessary
to obtain approval of the particular form of any proposed supplement, but it shall be sufficient if the
consent shall approve the substance thereof. Upon the effective date of any supplement or amendment,
this ordinance or the related bond document shall be deemed to be modified and amended in
accordance therewith, and the respective rights, duties and obligations of the City and all owners of
Parity Obligations then outstanding shall thereafter be determined, exercised, and enforced in
accordance with and subject in all respects to such modifications and amendments. All the terms and
conditions of any such supplement or amendment shall be deemed to be a part of this ordinance and
the bond documents for any and all purposes.

Section 22. Defaults and Remedies.

22.1 Events of Default. Each of the following shall constitute an Event of Default with
respect to the Bond:

(a) If a default is made in the payment of the principal of or interest on the Bond
when the same shall become due and payable; or

(b) If the City defaults in the observance and performance of any other of the
covenants, conditions and agreements on the part of the City set forth in this ordinance or in the Bonds,
and such default or defaults have continued for a period of six months after the City has received from
the Registered Owners of the Bonds (or a Bondowners’ Trustee for the outstanding Parity Obligations,
as defined in subsection 22.3) a written notice specifying and demanding the cure of such default.
However, if the default in the observance and performance of any other of the covenants, conditions
and agreements is one which cannot be completely remedied within the six months after written notice
has been given, it shall not be an Event of Default with respect to the Bonds as long as the City has
taken active steps within the six months after written notice has been given to remedy the default and
is diligently pursuing such remedy.

22.2  No Acceleration. Nothing contained in this section shall, in any event or under any
circumstance, be deemed to authorize the acceleration of the maturity of principal on the Parity
Obligations, and the remedy of acceleration is expressly denied to the registered owners of the Parity
Obligations under any circumstances including, without limitation, upon the occurrence and
continuance of an Event of Default.

22.3 Limitations on Remedies. The City reserves the right to issue Future Parity

Obligations limiting the remedies of the Owners of Parity Obligations (including the Bonds) upon an
Event of Default, as follows:
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(a) Bondowners’ Trustee. If an Event of Default has occurred and has not been
remedied, a bondowners’ trustee (the “Bondowners’ Trustee”) may be appointed by the registered
owners of 25% or more in principal amount of the then outstanding Parity Obligations, by an
instrument or concurrent instruments in writing signed and acknowledged by such registered owners
of the Parity Obligations or by their attorneys-in-fact duly authorized and delivered to such Bond
Owners’ Trustee, notification thereof being given to the City. That appointment shall become effective
immediately upon acceptance thereof by the Bond Owners’ Trustee. Any Bond Owners’ Trustee
appointed under the provisions of this subsection shall be a bank or trust company organized under the
laws of the State of Washington or the State of New York or a national banking association. The bank
or trust company acting as Bond Owners’ Trustee may be removed at any time, and a successor Bond
Owners’ Trustee may be appointed, by the registered owners of a majority in principal amount of the
Parity Obligations, by an instrument or concurrent instruments in writing signed and acknowledged by
such registered owners of the Parity Obligations or by their attorneys-in-fact duly authorized. The Bond
Owners’” Trustee may require such security and indemnity as may be reasonable against the costs,
expenses and liabilities that may be incurred in the performance of its duties. If, in the sole judgment
of the Bond Owners’ Trustee, any Event of Default is cured and the Bond Owners’ Trustee furnishes
to the City a certificate so stating, that Event of Default shall be conclusively deemed to be cured and
the City, the Bond Owners’ Trustee and the registered owners of the Parity Obligations shall be restored
to the same rights and position which they would have held if no Event of Default had occurred. The
Bond Owners’ Trustee appointed in the manner herein provided, and each successor thereto, is declared
to be a trustee for the registered owners of all the Parity Obligations and is empowered to exercise all
the rights and powers herein conferred on the Bond Owners’ Trustee.

(b) Suits at Law or in Equity. Upon the occurrence of an Event of Default and
during the continuance thereof, the Bond Owners’ Trustee may, and upon the written request of the
registered owners of not less than 25% in principal amount of the Parity Obligations outstanding shall,
take such steps and institute such suits, actions or other proceedings, all as it may deem appropriate for
the protection and enforcement of the rights of the registered owners of the Parity Obligations, to
collect any amounts due and owing to or from the City, or to obtain other appropriate relief, and may
enforce the specific performance of any covenant, agreement or condition contained in this ordinance
or set forth in any of the Parity Obligations. Any action, suit or other proceedings instituted by the
Bond Owners’ Trustee hereunder shall be brought in its name as the Bond Owners’ Trustee and all
such rights of action upon or under any of the Parity Obligations or the provisions of this ordinance
may be enforced by the Bond Owners’ Trustee without the possession of any of those Parity
Obligations and without the production of the same at any trial or proceedings relative thereto except
where otherwise required by law. Any such suit, action or proceeding instituted by the Bond Owners’
Trustee shall be brought for the ratable benefit of all of the registered owners of those Parity
Obligations, subject to the provisions of this ordinance. The respective registered owners of the Parity
Obligations, by taking and holding the same, shall be conclusively deemed irrevocably to appoint the
Bond Owners’ Trustee the true and lawful trustee of the respective registered owners of those Parity
Obligations, with authority to institute any such action, suit or proceeding; to receive as trustee and
deposit in trust any sums becoming distributable on account of those Parity Obligations; to execute
any paper or documents for the receipt of money; and to do all acts with respect thereto that the
registered owner himself or herself might have done in person. Nothing herein shall be deemed to
authorize or empower the Bond Owners’ Trustee to consent to accept or adopt, on behalf of any owner
of the Parity Obligations, any plan of reorganization or adjustment affecting the Parity Obligations or
any right of any registered owner thereof, or to authorize or empower the Bond Owners’ Trustee to
vote the claims of the registered owners thereof in any receivership, insolvency, liquidation,
bankruptcy, reorganization or other proceeding to which the City is a party.
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(c) Application of Money Collected by Bond Owners’ Trustee. Any money
collected by the Bond Owners’ Trustee at any time pursuant to this section shall be applied in the
following order of priority: (i) to the payment of the charges, expenses, advances and compensation of
the Bond Owners’ Trustee and the charges, expenses, counsel fees, disbursements and compensation
of its agents and attorneys; (ii) to the payment to the persons entitled thereto of all installments of
interest then due on the Parity Obligations in the order of maturity of such installments and, if the
amount available shall not be sufficient to pay in full any installment or installments maturing on the
same date, then to the payment thereof ratably, according to the amounts due thereon to the persons
entitled thereto, without any discrimination or preference; and (iii) to the payment to the persons
entitled thereto of the unpaid principal amounts of any Parity Obligations which shall have become
due (other than Parity Obligations previously called for redemption for the payment of which money
is held pursuant to the provisions of the applicable bond documents), whether at maturity or by
proceedings for redemption or otherwise, in the order of their due dates and, if the amount available
shall not be sufficient to pay in full the principal amounts due on the same date, then to the payment
thereof ratably, according to the principal amounts due thereon to the persons entitled thereto, without
any discrimination or preference.

(d) Duties and Obligations of Bond Owners’ Trustee. The Bond Owners’
Trustee shall not be liable except for the performance of such duties as are specifically set forth herein.
During an Event of Default, the Bond Owners’ Trustee shall exercise such of the rights and powers
vested in it hereby, and shall use the same degree of care and skill in its exercise, as a prudent person
would exercise or use under the circumstances in the conduct of his or her own affairs. The Bond
Owners’ Trustee shall have no liability for any act or omission to act hereunder except for the Bond
Owners’ Trustee’s own negligent action, its own negligent failure to act or its own willful misconduct.
The duties and obligations of the Bond Owners’ Trustee shall be determined solely by the express
provisions of this ordinance, and no implied powers, duties or obligations of the Bond Owners’ Trustee
shall be read into this ordinance. The Bond Owners’ Trustee shall not be required to expend or risk its
own funds or otherwise incur individual liability in the performance of any of its duties or in the
exercise of any of its rights or powers as the Bond Owners’ Trustee, except as may result from its own
negligent action, its own negligent failure to act or its own willful misconduct. The Bond Owners’
Trustee shall not be bound to recognize any person as a registered owner of any Parity Obligation until
his or her title thereto, if disputed, has been established to its reasonable satisfaction. The Bond
Owners’ Trustee may consult with counsel and the opinion of such counsel shall be full and complete
authorization and protection in respect of any action taken or suffered by it hereunder in good faith and
in accordance with the opinion of such counsel. The Bond Owners’ Trustee shall not be answerable
for any neglect or default of any person, firm or corporation employed and selected by it with
reasonable care.

(e) Suits by Individual Parity Obligation Owners Restricted. No owner of any
one or more Parity Obligations shall have any right to institute any action, suit or proceeding at law or
in equity for the enforcement of same unless: (i) an Event of Default has happened and is continuing;
(i1) a Bond Owners’ Trustee has been appointed; (iii) such owner previously shall have given to the
Bond Owners’ Trustee written notice of the Event of Default on account of which such suit, action or
proceeding is to be instituted; (iv) the registered owners of 25% in principal amount of the Parity
Obligations, after the occurrence of such Event of Default, have made written request of the Bond
Owners’ Trustee and have afforded the Bond Owners’ Trustee a reasonable opportunity to institute
such suit, action or proceeding; (v) there have been offered to the Bond Owners’ Trustee security and
indemnity satisfactory to it against the costs, expenses and liabilities to be incurred therein or thereby;
and (vi) the Bond Owners’ Trustee has refused or neglected to comply with such request within a
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reasonable time. No owner of any Parity Obligation shall have any right in any manner whatever by
his or her action to affect or impair the obligation of the City to pay from Net Revenue the principal of
and interest on such Parity Obligations to the respective registered owners thereof when due.

Section 23. Sale and Delivery of the Bonds; Official Statement; Continuing Disclosure.

23.1  Manner of Sale of Bonds; Delivery of Bonds. The Designated Representative is
authorized to sell each Series of Bonds by negotiated sale, direct placement or competitive sale, based
on the assessment of the Designated Representative of market conditions, in consultation with
appropriate City officials, staff, municipal advisors, Bond Counsel and other advisors. In determining
the method of sale and accepting the Bond Sale Terms, the Designated Representative shall take into
account those factors that, in the judgment of the Designated Representative, may be expected to result
in the lowest true interest cost to the City.

23.2  Procedure for Competitive Sale. If the Designated Representative determines that a
Series of Bonds are to be sold by competitive sale, the Designated Representative shall cause the
preparation of an official notice of bond sale setting forth bid parameters that the Designated
Representative deems appropriate consistent with this ordinance. Bids for the purchase of the Bonds
shall be received at such time or place and by such means as the Designated Representative directs.
On the date and time established for the receipt of bids, the Designated Representative (or the designee
of the Designated Representative) shall accept bids and shall cause the bids to be mathematically
verified. The Designated Representative is authorized to award, on behalf of the City, the winning bid
and to accept the winning bidder's offer to purchase the Bonds with such adjustments to the aggregate
principal amount and principal amount per maturity as the Designated Representative deems
appropriate consistent with the terms of this ordinance. The Designated Representative may reject any
or all bids submitted and may waive any formality or irregularity in any bid or in the bidding process
if the Designated Representative deems it to be in the City's best interest to do so. If all bids are rejected,
the Bonds may be sold pursuant to negotiated sale or in any manner provided by law as the Designated
Representative determines is in the best interest of the City, within the parameters set forth in this
ordinance.

23.3 Procedure for Negotiated Sale or Direct Placement. If the Designated
Representative determines that a Series of Bonds is to be sold by negotiated sale or direct placement,
the Designated Representative shall select one or more Purchasers with which to negotiate such sale.
The Bond Purchase Contract shall set forth the Bond Sale Terms. The Designated Representative is
authorized to execute and deliver the Bond Purchase Contract on behalf of the City, so long as the
terms provided therein are consistent with the terms of this ordinance.

23.4  Preparation, Execution and Delivery of the Bonds. The Bonds will be prepared at
City expense and will be delivered to the Purchaser in accordance with the Bond Purchase Contract,
together with the approving legal opinion of Bond Counsel regarding the Bonds.

23.5 Official Statement.

(a) Preliminary Official Statement. The Designated Representative and other
appropriate City officials are directed to cause the preparation of and review the form of a preliminary
Official Statement in connection with each sale of one or more Series to the public. For the sole purpose
of an underwriter’s compliance with paragraph (b)(1) of Rule 15c2-12, if applicable, the Designated
Representative is authorized to deem that preliminary Official Statement final as of its date, except for
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the omission of information permitted to be omitted by Rule 15c2-12. The City approves the
distribution to potential purchasers of the Bonds of a preliminary Official Statement that has been
deemed final in accordance with this subsection.

(b) Final Official Statement. The City approves the preparation of a final Official
Statement for the Bonds to be sold to the public in the form of the preliminary Official Statement that
has been deemed final in accordance with subsection (a), with such modifications and amendments as
the Designated Representative deems necessary or desirable, and further authorizes the Designated
Representative to execute and deliver such final Official Statement to the Purchaser, if required under
Rule 15c2-12. The City authorizes and approves the distribution by the Purchaser of the final Official
Statement so executed and delivered to purchasers and potential purchasers of the Bonds.

23.6  Agreement to Provide Continuing Disclosure. If necessary to meet the requirements
of paragraph (b)(5) of Rule 15c2-12, as applicable to the Purchaser acting as a participating underwriter
for the Bonds, the Designated Representative is authorized to execute a written undertaking to provide
continuing disclosure for the benefit of holders of the Bonds (the “Continuing Disclosure Agreement”)
in substantially the form attached as Exhibit D.

Section 24.  General Authorization and Ratification. The Designated Representative and
other appropriate officers of the City are severally authorized to take such actions and to execute such
documents as in their judgment may be necessary or desirable to carry out the transactions
contemplated in connection with this ordinance, and to do everything necessary for the prompt delivery
of the Bond to the Purchaser (including approving additional terms, conditions or covenants as set forth
in Exhibit C) and for the proper application, use and investment of the proceeds of the Bonds. All
actions taken prior to the effective date of this ordinance in furtherance of the purposes described in
this ordinance and not inconsistent with the terms of this ordinance are ratified and confirmed in all
respects.

Section 25.  Severability. The provisions of this ordinance are declared to be separate and
severable. If a court of competent jurisdiction, all appeals having been exhausted or all appeal periods
having run, finds any provision of this ordinance to be invalid or unenforceable as to any person or
circumstance, such offending provision shall, if feasible, be deemed to be modified to be within the
limits of enforceability or validity. However, if the offending provision cannot be so modified, it shall
be null and void with respect to the particular person or circumstance, and all other provisions of this
ordinance in all other respects, and the offending provision with respect to all other persons and all
other circumstances, shall remain valid and enforceable.
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Section 26. Effective Date. This ordinance shall take effect and be in force from and after
its passage and five days following its publication as provided by law.

PASSED by the City Council of the City of Anacortes, Washington, at a regular open public
meeting thereof on the 14th day of September, 2020, and signed in authentication of its passage this
14th day of September, 2020.

Mayor

AUTHENTICATED:

City Clerk

APPROVED AS TO FORM:

Bond Counsel
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Exhibit A

The Plan of Additions consists of those planned additions and betterments to and extensions of the
Combined Utility System described below and such other capital projects as may be set forth in the
utility system elements of the City’s 2019-2024 Capital Facilities Plan, originally approved by
Ordinance No. 3033, passed on December 17, 2018, as subsequently amended from time to time, or
any replacement or updated Capital Facilities Plan.

A summary of the capital expenditures expected to be financed, in whole or in part, with proceeds of
the Bonds is as follows:

A. The Water Projects. The Water Projects consist of certain capital improvements to the City’s
water system, identified as follows:

Estimated
Description Amount

1. Construction of an additional raw water line to transport water from the $12 million
Skagit River to the City’s water treatment plant and construction of an
additional clearwell

2. Acquisition and installation a water risk and resiliency detection system 0.5 million
3. Land acquisition for benefit of Water system 0.5 million
Total estimated amount $13.0 million

B. The Sewer Projects. The Water Projects consist of certain capital improvements to the City’s
sanitary sewage system, identified as follows:

Estimated
Description Amount

1. Construction of outfall pipeline for the City’s wastewater treatment plant ~ $20.0 million

Total estimated amount $20.0 million
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Exhibit B
Parity Conditions

The City may issue Future Parity Obligations only for lawful Utility System purposes and only
if the following conditions are met and complied with at the time of the issuance of those Future Parity
Obligations:

(a) There must be no deficiency in the Utility System Bond Fund and there must
be no event of default, nor any event or condition that with notice and the passage of time would
constitute an event of default, which shall have occurred and be continuing, nor may the issuance of
those Future Parity Obligations in and of itself cause an event of default or an event or condition which
with notice and the passage of time would constitute an event of default.

(b) The Future Parity Obligation Ordinance must provide that all Pledged ULID
Assessments is to be paid directly into the Parity Obligation Debt Service Account.

(c) The Future Parity Obligation Ordinance must provide for the payment of the
principal of and interest on such Parity Obligations out of the Parity Obligation Debt Service Account.

(d) If the Future Parity Obligations are to be secured by a Parity Reserve Account,
the Future Parity Obligation Ordinance must provide for the deposit into the Reserve Account of any
combination of Future Parity Obligation proceeds, Reserve Securities and other legally available
money, in the amounts and at the times necessary to satisfy the Reserve Requirement for those Future
Parity Obligations.

(e) There must be on file with the City a Parity Certificate, prepared by either:

M The City Finance Director, demonstrating that the Coverage
Requirement was satisfied during any twelve consecutive calendar months out of the immediately
preceding 24 calendar months, assuming that (A) those Future Parity Obligations were outstanding and
that the debt service payable on those Future Parity Obligations in that 12 month period was equal to
the Average Annual Debt Service on those Future Parity Obligations, and (B) any Parity Obligations
to be refunded by those Future Parity Obligations are not outstanding; or

(i) An Independent Utility Consultant, which may take into account the
adjustments described below, stating that in his or her opinion (which opinion and underlying
assumptions shall be set forth in the certificate), the Coverage Requirement will be satisfied (assuming
that those Future Parity Obligations are outstanding and any Parity Obligations to be refunded by those
Future Parity Obligations are not outstanding) (A) in each of the calendar years for the five calendar
years next following the earlier of: (I) the year in which those Future Parity Obligations are issued (or,
if interest is capitalized, the end of the period during which the interest on those Future Parity
Obligations is fully capitalized), (I1) the date on which substantially all new facilities or improvements
financed in substantial part by those Future Parity Obligations are expected to commence operations;
and (B) in the calendar year in which those Future Parity Obligations are issued and any subsequent
year prior to but not included in the years for which certification is provided. In determining whether
the City is able to comply with the terms of the Parity Conditions, the coverage certificate required
above may take into account the following adjustments to the historical Net Revenue:
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A. Any change in Utility System rates and charges that has taken place or
been adopted by ordinance or contract may be reflected, including any changes in the
rates charged to any Significant Wholesale Customer in effect and being charged, or
expected to be charged in accordance with a program of specific levels or increase (or
decreases) in overall revenue.

B. Revenue from customers added or projected to be added to the Utility
System after the relevant 12 month period, including revenue from new Significant
Wholesale Customers, may be adjusted to reflect one year’s Net Revenue allocable to
those new customers.

C. A full year’s revenue may be included on a pro forma basis from any
customer being served but who has not been receiving service for the full period of
operation used as a basis for the certificate.

D. Actual or reasonably anticipated changes in the Operations and
Maintenance Costs subsequent to the relevant 12 month period shall be added or
deducted, as is applicable.

E. Net Revenue allocable to any person, firm, corporation or municipal
corporation under any executed contract for water or other utility service, which
revenue was not included in the historical Net Revenue, may be included in Net
Revenue.

F. Transfers into or out of the Rate Stabilization Fund may be taken into
account, and those amounts may be added to or deducted from Net Revenues, as
applicable.
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Exhibit C

Parameters for the Bond Sale Terms

Principal Amount.

Date or Dates.

Denominations, Name, etc.

Interest Rate(s).

Payment Dates.

Final Maturity.

Redemption Rights.

The Bonds may be issued in one or more Series. The
aggregate principal amount of the Bonds shall not
exceed $48,100,000, and the refunding portion shall
not exceed the amount necessary to carry out the
refunding and pay the costs of issuance and
administrative costs of carrying out the Refunding
Plan.

Each Series of the Bonds shall be dated its Issue Date,
which date may not be later than December 31, 2021.

Each Series of the Bonds shall be issued in Authorized
Denominations and shall be numbered in such manner
and shall bear such name and additional designation as
deemed necessary or appropriate by the Designated
Representative.

Each Series of the Bonds shall bear interest at fixed or
variable rates from the Issue Date or from the most
recent date for which interest has been paid or duly
provided for, whichever is later, as set forth in the Bond
Purchase Contract for that Series. One or more rates of
interest may be fixed for a Series of the Bonds. The rate
of interest for any Bond may not exceed 5.00% and the
true interest cost to the City may not exceed 4.00%.

Interest shall be payable at least semiannually on dates
acceptable to the Designated Representative as set forth
in a Bond Purchase Contract. Principal payments shall
commence on a date acceptable to the Designated
Representative and shall be payable at maturity or in
mandatory redemption installments on dates acceptable
to the Designated Representative as set forth in a Bond
Purchase Contract.

The final maturity shall not extend beyond
December 1, 2045.

The Designated Representative may approve in a Bond
Purchase Contract provisions for the optional and
mandatory redemption of Bonds, subject to the
following:

(@D) Optional Redemption. The Designated
Representative may designate any Bond as subject to
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(h)

@)

Price.

Other Terms and Conditions.

optional redemption prior to its maturity. Any Bond
that is subject to optional redemption prior to maturity
must be callable on at least one or more date(s)
occurring not more than 10%2 years after the Issue Date,
consistent with Section 8.1.

2 Mandatory Redemption. The Designated
Representative may designate any Bond as a Term
Bond, subject to mandatory redemption prior to its
maturity on the dates and in principal payment amounts
set forth in mandatory redemption payments, consistent
with Section 8.2.

The purchase price for any Series of the Bonds may not
be less than 98% or more than 135% of the stated
principal amount of that Series.

1) Expected Life of Capital Facilities. As of the
Issue Date of each Series, the Designated
Representative must find to his or her satisfaction that
the average expected life of the capital facilities to be
financed with the proceeds (or allocable share of
proceeds) of that Series exceeds the weighted average
maturity of such Series (or share thereof allocated to
financing those capital facilities).

(2 Satisfaction of Parity Conditions. The
Designated Representative must determine that the
Parity Conditions have been met or satisfied as of the
Issue Date for each Series.

(3) Refunding  Conditions. The Designated
Representative must find that:

(a) The net present value savings that will be effected
(as measured by the difference between the
principal and interest cost over the life of the Bonds
allocable to the Refunding Plan and the principal
and interest cost over the life of the Refunded
Bonds, but for such refunding) shall be at least
equal to 3.00%. In making such determination, the
Designated Representative shall give consideration
to the fixed maturities of the Bonds and the
Refunded Bonds, the costs of issuance of the Bonds
and the known earned income from the investment
of the proceeds of the Bonds pending redemption
of the Refunded Bonds.

Exhibit C- 2



(b) The Refunding Plan will provide sufficient funds to
discharge and satisfy the obligations of the City
under the Refunded Bond Ordinance. In making
such determination, the Designated Representative
may rely upon a certification or verification by a
nationally recognized independent certified public
accounting firm or a certification provided by the
City’s municipal advisor.

4) Additional _ Credit Enhancement, Terms,
Conditions _and Agreements. The Designated
Representative may determine whether it is in the
City’s best interest to provide for a Reserve
Requirement that is greater than zero, for bond
insurance or other credit enhancement, or for the
purchase of a Reserve Security; and may accept such
additional terms, conditions, and covenants as he or she
may determine are in the best interests of the City,
consistent with this ordinance.
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Exhibit D
Form of Continuing Disclosure Agreement

The City of Anacortes, Washington (the “City”) makes the following written undertaking (the
“Undertaking”) for the benefit of the Owners of the City’s Utility System Improvement and Refunding
Revenue Bonds, 2020 [Series XX] (the “Bonds™), for the sole purpose of assisting the underwriter in
meeting the requirements of paragraph (b)(5) of United States Securities and Exchange Commission
(the “SEC”) Rule 15c2-12 (the “Rule 15c2-12"), as applicable to a participating underwriter for the
Bonds. Capitalized terms used but not defined below shall have the meanings given in Ordinance 3075
(the “Bond Ordinance”).

@) Undertaking to Provide Annual Financial Information and Notice of Listed Events. The
City undertakes to provide or cause to be provided, either directly or through a designed agent, to the
Municipal Securities Rulemaking Board (the “MSRB”), in an electronic format as prescribed by the
MSRB, accompanied by identifying information as prescribed by the MSRB:

(1) Annual financial information and operating data of the type included in the
final official statement for the Bonds as generally described in subsection (b) below (the “Annual
Financial Information”). If audited financial statements are unavailable, the timely filing of unaudited
financial statements shall satisfy the requirements and filing deadlines set forth below, and the City
agrees to file audited financial statements if and when they are otherwise prepared and available to the
City.

(i) Timely notice (not in excess of ten business days after the occurrence of the
event) of the occurrence of any of the following events with respect to the Bonds: (a) principal and
interest payment delinquencies; (b) non-payment related defaults, if material; (c) unscheduled draws
on debt service reserves reflecting financial difficulties; (d) unscheduled draws on credit enhancements
reflecting financial difficulties; (e) substitution of credit or liquidity providers, or their failure to
perform; (f) adverse tax opinions, the issuance by the IRS of proposed final determinations of
taxability, Notice of Proposed Issue (IRS Form 5701 — TEB) or the material notices or determinations
with respect to the tax status of the Bonds, or other material events affecting the tax status of the Bonds;
(9) modifications to rights of holders of the Bonds, if material; (h) Bond calls (other than scheduled
mandatory redemptions of Term Bonds), if material, and tender offers; (i) defeasances; (j) release,
substitution, or sale of property securing repayment of the Bonds, if material; (k) rating changes; (1)
bankruptcy, insolvency, receivership or similar event of the City, as such “Bankruptcy Events” are
defined in Rule 15¢2-12; (m) the consummation of a merger, consolidation, or acquisition involving
the City or the sale of all or substantially all of the assets of the City, other than in the ordinary course
of business, the entry into a definitive agreement to undertake such an action or the termination of a
definitive agreement relating to any such actions, other than pursuant to its terms, if material; (n)
appointment of a successor or additional trustee or the change of name of a trustee, if material; (0)
default, event of acceleration, termination event, modification of terms or other similar events under
the terms of a Financial Obligation (as such term is defined below) of the City, any of which reflect
financial difficulties; and (p) incurrence of a Financial Obligation of the City or agreement to
covenants, events of default, remedies, priority rights or other similar terms of a Financial Obligation
of the City, any of which affect security holders.

For purposes of this Undertaking, the term “Financial Obligation” means: (a) a debt obligation;
(b) a derivative instrument entered into in connection with, or pledged as security or a source of
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payment for, an existing or planned debt obligation; or (c) guarantee of (a) or (b). The term “Financial
Obligation” does not include municipal securities as to which a final official statement has been
provided to the MSRB consistent with Rule 15¢2-12 and the issuer thereof has entered into a continuing
disclosure undertaking for such municipal securities.

(iii)  Timely notice of a failure by the City to provide required annual financial
information on or before the date specified in subsection (b) below.

(b) Type of Annual Financial Information Undertaken to be Provided. The annual financial
information that the City undertakes to provide in Subsection (a) of this Undertaking:

M Will consist of (1) annual financial statements prepared (except as noted in the
financial statements) in accordance with applicable generally accepted accounting principles
applicable to local governmental units of the State such as the City, as such principles may be changed
from time to time, which statements may be unaudited, provided, that if and when audited financial
statements are prepared and available they will be provided; [(2) additional utility information and
operating data of the type included in the Official Statement, to be identified based upon completed
Official Statement];

(i) Will be provided to the MSRB not later than the last day of August after the
end of each fiscal year of the City (currently, a fiscal year ending December 31), as such fiscal year
may be changed as required or permitted by State law, commencing with the City’s fiscal year ending

; and

(iii)  May be provided in a single or multiple documents, and may be incorporated
by specific reference to documents available to the public on the Internet website of the MSRB or filed
with the SEC.

(c) Amendment of Continuing Disclosure Agreement. This Undertaking is subject to
amendment after the primary offering of the Bonds without the consent of any Owner or holder of any
Bond, or of any broker, dealer, municipal securities dealer, participating underwriter, rating agency or
the MSRB, under the circumstances and in the manner permitted by Rule 15¢2-12, as follows: (i) the
amendment may only be made in connection with a change in circumstances that arises from a change
in legal requirements, change in law, or change in the identity, nature, or status of the City, or type of
business conducted; (ii) the undertaking, as amended, would have complied with the requirements of
Rule 15c2-12 at the time of the primary offering, after taking into account any amendments or
interpretations of Rule 15c2-12, as well as any change in circumstances; and (iii) the amendment does
not materially impair the interests of holders, as determined either by parties unaffiliated with the City
(e.g., bond counsel or other counsel familiar with federal securities laws), or by approving vote of
bondholders pursuant to the terms of the Bond Ordinance at the time of the amendment.

The City will give notice to the MSRB of the substance (or provide a copy) of any amendment
to this Undertaking and a brief statement of the reasons for the amendment. If the amendment changes
the type of annual financial information to be provided, the annual financial information containing
the amended financial information will include a narrative explanation of the effect of that change on
the type of information to be provided.

(d) Beneficiaries. This Undertaking shall inure to the benefit of the City and any Owner of
Bonds, and shall not inure to the benefit of or create any rights in any other person.

Exhibit D-2



(e) Termination of Continuing Disclosure Agreement. The City’s obligations under this
Undertaking will terminate upon the legal defeasance, prior redemption, or payment in full of all of
the Bonds. In addition, the City’s obligations under this Undertaking will terminate if those provisions
of Rule 15¢2-12 which require the City to comply with this Undertaking become legally inapplicable
in respect of the Bonds for any reason, as confirmed by an opinion of nationally recognized bond
counsel or other counsel familiar with federal securities laws delivered to the City, and the City
provides timely notice of such termination to the MSRB.

)] Remedy for Failure to Comply with Undertaking. As soon as practicable after the City
learns of any material failure to comply with this Undertaking, the City will proceed with due diligence
to cause such noncompliance to be corrected. No failure by the City or other obligated person to comply
with this Undertaking will constitute a default in respect of the Bonds. The sole remedy of any Owner
of a Bond will be to take such actions as that Owner deems necessary, including seeking an order of
specific performance from an appropriate court, to compel the City or other obligated person to comply
with this Undertaking.

(9) Designation of Official Responsible to Administer Undertaking. The Finance Director
of the City (or such other officer of the City who may in the future perform the duties of that office) or
their designee is the person designated, in accordance with the Bond Ordinance, to carry out this
Undertaking of the City in respect of the Bonds set forth in this section and in accordance with
Rule 15¢2-12, including, without limitation, the following actions:

M Preparing and filing the annual financial information undertaken to be
provided;

(i) Determining whether any event specified in subsection (a)(ii) has occurred,
assessing its materiality, where necessary, with respect to the Bonds, and preparing and disseminating
any required notice of its occurrence;

(ili)  Determining whether any person other than the City is an “obligated person”
within the meaning of Rule 15¢2-12 with respect to the Bonds, and obtaining from such person an
undertaking to provide any annual financial information and notice of listed events for that person in
accordance with Rule 15¢2-12;

(iv)  Selecting, engaging and compensating designated agents and consultants,
including but not limited to financial advisors and legal counsel, to assist and advise the City in carrying
out this Undertaking; and

(v) Effecting any necessary amendment of the Undertaking.
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CERTIFICATION

I, the undersigned, City Clerk of the City of Anacortes, Washington (the “City”), hereby certify
as follows:

1. The attached copy of Ordinance No. 3075 (the “Ordinance”) is a full, true and correct
copy of an ordinance duly passed at a regular meeting of the City Council of the City held at the regular
meeting place thereof on September 14, 2020, as that ordinance appears on the minute book of the
City; and the Ordinance will be in full force and effect five days after the publication of its summary
in the City’s official newspaper; and

2. A quorum of the members of the City Council was present throughout the meeting and
a majority of those members present voted in the proper manner for the passage of the Ordinance.

IN WITNESS WHEREOF, | have hereunto set my hand this 14 day of September, 2020.

CITY OF ANACORTES, WASHINGTON

City Clerk
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Hunt, Marcia

From: Swetnam, Darcy

Sent: Monday, September 14, 2020 5:50 PM

To: Hunt, Marcia

Subject: FW: New Agenda Item

Attachments: City of Anacortes Water Pipeline Easement 9-11-2020.pdf

From: Swetnam, Darcy

Sent: Monday, September 14, 2020 3:45 PM

To: City Council <citycouncil@cityofanacortes.org>; Laurie Gere (laurieg@cityofanacortes.org)
<laurieg@cityofanacortes.org>

Cc: Buckenmeyer, Fred <fredb@cityofanacortes.org>; John A. Shultz <shultzja@comcast.net>
Subject: New Agenda Item

Mayor and Councilmembers,

City staff have been working with Dike, Drainage, and Irrigation Improvement District 12 to secure an easement across
their property to allow the City to construct the Raw Waterline Project. The City has its contractor on-site and ready to
proceed pending execution of the attached easement. The Diking District wanted to ensure that the easement properly
protected its tenant farmer who grows organic pumpkins in the field across which the easement would be located, and
staff were able to work together to address their concerns. Their Commissioners met this afternoon and, at around
3:30, unanimously voted to grant the easement as written. They would like to see the easement fully executed before
work can proceed and so we’re trying to expedite execution.

Therefore, staff is recommending that Council make a motion tonight to amend Council’s agenda to add the attached
“Easement and Right of Way Agreement for Water Pipeline” by Skagit County Dike, Drainage and Irrigation
Improvement District Number 12 as new agenda item 5(c). I've already coordinated with Ms. Hunt, who will go ahead
and add the attached document to the Granicus packet. Mr. Buckenmeyer and | will be available at tonight’s meeting to
introduce the item and discuss any questions you have. In the meantime, please feel free to contact me on my cell
phone at 360-630-1523 if you have any questions.

Thank you,
Darcy

Darcy Swetnam

City Attorney

(360) 299-1955
darcys@cityofanacortes.org




After Recording Return To:

City of Anacortes
P.O. Box 547
Anacortes, WA 98221

Easement and Right of Way Agreement
For Water Pipeline

This Easement and Right of Way Agreement for Water Pipeline (“Easement”) is
entered by and between SKAGIT COUNTY DIKE, DRAINAGE AND IRRIGATION
IMPROVEMENT DISTRICT NO. 12, a Washington special purpose district with an
address of 1317 S. Anacortes Street, Burlington, WA 98233 (“Grantor”) and the CITY
OF ANACORTES, a municipal corporation with an address of P.O. Box 547, Anacortes,
WA 98221 (“Grantee”) for the granting of a Right of Way and Easement for a water
pipeline under the following terms, conditions, and limitations:

1. Grant. Grantor grants to Grantee, Grantee’s successors and assigns, a Right of
Way and Easement to construct, reconstruct, operate, maintain, repair, replace
and/or remove a pipeline for the transportation of water on a portion of the real
estate owned by Grantor described in Exhibit “A” attached hereto. The right
granted by this Easement shall be deemed to run with the land.

2. Description of Easement Area. The Easement Area, which is the same for the
period of construction and for the pipeline post-construction, will run along a line
that is described particularly by a metes and bounds legal description, as set out in
Exhibit “B” attached hereto. Said line of Easement is further shown in the map
attached hereto as Exhibit “C”. The Area contained within the Easement, whether
temporary easement for construction, or the pipeline easement, as applicable, may
be referred to as “Easement Area.”

3. Consideration. Grantor acknowledges receipt from Grantee of full payment of
consideration for this Easement, determined on the basis of the square footage of
the Easement on Grantor’s property with the value calculated using the Skagit



County Assessor’s value. Such amount is in a stipulated, agreed amount of
twenty three thousand, nine hundred and ten dollars ($23,910).

In addition, Grantee shall pay to Grantor or to any affected Lessee any amounts
required for damage to property resulting from the Easement, and damages for
removal of timber, crops, and structures in accordance with Paragraph 5(b) of this
Easement.

Purpose and Limitations on Use of Easement. This Easement is granted solely
for the purposes and uses set forth and limited below:

a. Single Pipeline. This Easement allows a pipeline, which shall be used
only for the transportation of water.

b. Depth. The top of the pipeline shall be a minimum of forty-eight (48)
inches from the surface (after construction and settlement) or such
minimum depth as may be required by any applicable regulation,
whichever is greater.

c. Appurtenances. Appurtenances shall not be allowed within the easement
area, unless Grantee obtains prior written approval from Grantor.

d. Other Easements. Grantor may grant other easements over, along and
across the Easement Area so long as such other easements do not interfere
with Grantee’s purposes and uses of the Easement after obtaining the
prior, written consent of Grantee which shall not be unreasonably
withheld, and which shall be provided within thirty (30) calendar days
after receipt of request therefor. Grantee shall have no right to grant
additional easements or sub-easements on, along or across the Easement
Area.

e. Grantor Use of Easement. Grantor retains, reserves and shall continue to
enjoy use of the surface of the Easement Area for any and all purposes that
do not interfere with and prevent the use by Grantee of the Easement,
including the right to use the surface of the granted Easement Area for
drainage ditches, , gardens, lawns, grazing, plantings and crops, and other
like uses. Grantor may construct fences across the Easement Area, but
Grantor shall not construct any permanent structure (structure with
foundation or that is affixed to ground) or plant trees in the Easement Area
without Grantee’s prior written consent. If Grantor shall dedicate all or
any part of the Easement Area, the Grantee shall execute all instruments
that may be necessary or appropriate to effectuate the dedication, without,
however, extinguishing the rights granted in this Easement.

f. Leasehold Interests. Grantor and Grantee each acknowledge that the
Easement Area is subject to an existing Lease previously conveyed by
Grantor to Treehouse Produce, Inc., a Washington corporation, and
currently renewable on an annual basis. Grantee is aware that other
leasehold interests may be similarly granted or conveyed in the future
insofar as they do not interfere with Grantee’s use of the Easement Area
herein. The current Lessee, Treehouse Produce, Inc., as a possessory
owner of the Easement Area and necessary signatory to this Agreement,



has accepted and agreed to the terms herein; provided that it would be
entitled to compensation in the event of loss or damage to timber, crops, or
other structures owned by Lessee as provided by Paragraph 5(b) of this
Easement.

5. Construction.

a. Time Table. Prior to Grantee conducting any construction or
construction-preparation activities on the Easement Area (other than
surveying and measuring) Grantee shall provide Grantor a written
timetable setting forth the construction and completion schedule. The
period of construction shall not exceed sixty (60) calendar days.

b. Removal of Timber, Crops, Structures. Prior to any activity that
changes the condition of trees, crops, or structures on the Easement Area,
Grantee shall provide Grantor a written accounting of existing conditions
and uses of the Easement Area. At its option, Grantor (or its Lessee in the
case of a leasehold) may choose to harvest timber or crops, if appropriate,
prior to any construction activity, or may require an appraisal of the timber
or crops, that may be lost or damaged, by a qualified independent
appraiser, at Grantee’s expense, and Grantee shall pay Grantor (or its
Lessee in the case of a leasehold) the appraised value for the timber or
crops identified prior to its removal by Grantee. Grantee shall compensate
Grantor (or its Lessee in the case of a leasehold) for the damage or loss to
growing crops at current market value.

c. Fences and Drains. Grantee shall construct and maintain appropriate
temporary fencing and provisions for maintaining drainage during the
period of construction so that Grantor’s uses conducted on property
adjoining the Easement Area can be maintained; this may include
temporary fencing to contain animals, ditches and drain lines to allow
surface water drainage, and the like. Upon completion of construction, any
fences and drains will be reinstalled in a manner and condition equal to or
better than that existing prior to construction.

d. Work Standards. The design and construction regarding the pipeline and
all activities conducted in the Easement Area shall be in accordance with
good, workmanlike standards in the industry and geographical area where
this Easement Area is located, with Grantee at all times following the
highest observed and accepted standards in the industry for the
geographical area where this Easement is located.

e. Temporary Crossings. Grantee shall construct temporary crossings
across open trenches and ditches to assure continued access, ingress and
egress for Grantor to areas adjacent to the Easement Area. Any streams or
waterways located along or across the Easement Area shall be maintained
in a manner that flow is not disrupted during construction, and flow upon
completion of construction can be maintained at the same rate and volume
as prior to construction, with all workmanlike and accepted standards
being followed for erosion of stream banks.



f. Soils. Grantee will ensure that, upon completion of construction, the
property will be returned to a condition as good as it was at the time of
commencement of work. Grantee shall make its best efforts to segregate
top soil during construction so that it may be replaced above sub-soils
upon completion of construction. Grantee shall ensure the use of Typar or
comparable underlayment beneath any rock placed within the easement
area for storage or use.

g. Identification of Contractors. Prior to construction, Grantor shall be
provided in writing the name, address, and a contact person for each
independent contractor and subcontractor that enters upon the Easement
Area. Nothing herein shall limit the obligation and liability and
responsibility of Grantee for any and all actions and activities occurring in
connection with construction and Grantee’s uses in general of the
Easement Area.

h. Other Uses. The Easement Area shall be used only for the purposes set
forth in this Easement. There shall be no hunting, fishing, loitering,
lodging, camping, or similar activities by Grantee or its contractors,
permitees, or guests.

i. As-Built Survey. Upon completion of construction, and prior to the
pipeline being placed in any service, Grantee shall provide Grantor with
an as-built survey which reflects the location of the pipeline, its depth,
diameter and the pipeline Easement Area, prepared by a Registered
Surveyor in good standing in the State of Washington. Grantee shall
provide Grantor with a supplemental survey that reflects any subsequent
corrections or changes to the pipeline and easement.

6. Maintenance and Upkeep.

a. Excavation or Construction Concerning Replacement or Repair. In
the event of any replacement or repair to the pipeline, all work and activity
shall be contained in the pipeline Easement Area (and not the temporary
construction easement) unless and until a separate temporary easement is
agreed to in writing and signed by Grantor and Grantee. All standards and
requirements applicable for initial construction activities set forth in this
Easement shall be equally applicable to any repair or replacement
activities.

b. Warnings. Grantee shall construct and maintain appropriate signage
warning of the pipeline and advising of its location.

¢. Maintenance Obligations; Contact Person. Maintenance of the
Easement Area (other than as to crops or vegetation planted by Grantor or
its Lessee) shall be the sole obligation of Grantee. Upon completion of
construction and prior to the pipeline being placed in service, Grantee
shall provide Grantor with a written plan and schedule for Grantee’s
maintenance, upkeep and inspection of the pipeline and Easement Area.
Grantee shall therewith provide Grantor with a contact person designated
by Grantee, including name, address, 24/7 telephone access number, fax



number and email. The contact person shall have information and
knowledge pertinent to the pipeline and Easement Area in order to address
questions and concerns from Grantor or its Lessee. In the event the contact
person is replaced or changed by Grantee, Grantor shall be given
reasonable prior written notice of the change, along with the required
information for the new contact person.

d. Access to Easement Area by Grantee. The as-built survey described in
Paragraph 5(i) above shall specifically depict the access areas whereby
Grantee will have access to the pipeline and pipeline Easement Area.
Other than in case of emergency, Grantee will not access the pipeline
Easement Area from points other than the stated access areas. In the event
any appurtenant facilities are permitted on the Easement Area (which
would require separate written agreement in accordance with Paragraph
4(c) of this Easement), and unless specifically waived in writing by
Grantor, such appurtenances shall be protected by fences and gates, with
fences sufficient to exclude animals and Grantor’s permitees, invitees and
guests. No gates shall obstruct full access by Grantor to Grantor’s
property (other than portions fenced immediately around the
appurtenance) unless Grantor is given a key, and the right of ingress and
egress at Grantor’s discretion. No person or entity shall have access to the
pipeline Easement Area other than Grantee, its contractors or permittees,
and then only for purposes of inspection, maintenance, and repair and
replacement of the pipeline.

7. Liability. Grantee shall be strictly liable for all damages and losses caused by or
arising out of the construction, maintenance, repair, replacement, or operation of
the pipeline or activities upon the Easement Area that may be asserted against
Grantor (other than to the extent any such claims arise from the conduct of
Grantor, Grantor’s agents, contractors, employees, invitees, guests and permitees).
Grantee agrees to defend, indemnify and hold harmless Grantor from and against
any and all claims, demands and causes of action for injury, including death, or
damage to persons or property or fines or penalties or environmental matters
arising out of, incidental to, or resulting from the operations of, or from Grantee
or Grantee’s servants, agents, employees, guests, licensees, invitees or
independent contractors, and from and against all costs and expenses incurred by
Grantor by reason of any such claim or claims, including attorneys’ fees; and each
assignee of this Easement, or any interest therein, agrees to indemnify and hold
harmless Grantor in the same manner provided above. This indemnity shall apply
to any claim, however caused, or regardless of the legal grounds and basis. The
provisions of this paragraph shall survive the termination or abandonment of this
Easement.

a. Insurance. Grantee shall maintain, at all times during the term of this
Agreement, at its cost and expense, general liability insurance coverage
with limits of not less than Two Million Dollars ($2,000,000.00), per each
occurrence, and Two Million Dollars ($2,000,000.00) in the aggregate or a



like amount of coverage available through any insurance pool or self-
insuring program.

i.  Grantee shall assure that Grantee and any person acting as
Grantee’s agent or on Grantee’s behalf under this Easement carries
such insurance limits at any and all times such party or person is
on or about the Easement Area or acting pursuant to this Easement.

ii.  The Grantee shall cause Certificates of Insurance evidencing the
above coverage to be provided promptly upon request to Grantor,
or to such other representative of Grantor as Grantor may from
time to time designate. The insurance policies required under this
section, shall cover the Grantor as additional insureds with regard
to the Easement Area, and shall reflect that the insurer has waived
any right of subrogation against the Grantor. Failure to comply
with this Insurance section shall be basis of default and all
operations under the Easement shall cease immediately.

8. Termination and Abandonment. Grantee may terminate this Easement at any
time upon providing written notice of termination on record at the recorder’s
office of the county where the Easement is located, along with serving a copy of
that recorded notice upon Grantor.

Within ninety (90) days following abandonment or termination (as evidenced by
recording notice of abandonment or termination with the county recorder),
Grantee shall remove at Grantee’s cost any pipe or other structures,
appurtenances, or the like from the Easement Area, and reclaim the area to
elevations and surface composition the same as prior to such removal, to the
degree reasonably practicable, with Grantee being required to provide necessary
fill and topsoil in order to reclaim the Easement Area. Grantee shall separately
compensate Grantor for any losses and damages, including damage to crops or
leasehold interests incurred by reason of such reclamation and removal. Any
waiver of the removal and reclamation requirement by Grantor must be in writing,
signed by Grantor.

There shall be no refund of consideration paid to Grantor for this Easement by
reason of termination, lack of development, or for any other reason.

9. Other; Miscellaneous.

a. Title. Grantor makes no representation or warranty as to Grantor’s title to
the land described in Exhibit “A” hereto. It shall be the Grantee’s burden
and obligation to assure itself of the quality of title to Grantor’s property
for the purposes and to the extent deemed necessary by Grantee in order to
enter this Easement.

b. Environmental Issues. Grantee shall not use, dispose of or release on or
under the Easement Area or on lands adjacent thereto, or permit to exist or



be used, disposed of or released any substances (other than those Grantee
has been licensed or permitted by applicable public authorities to use on
the Easement Area) which are defined as “hazardous materials”, “toxic
substances” or “solid waste” in federal, state or local laws, statutes or
ordinances. Should any pollutant, hazardous material, toxic substances,
contaminated waste or solid waste be accidentally released, Grantee shall
notify Grantor immediately after notifying the applicable governmental
body of such event. Grantee shall be responsible for and timely pay all
costs of clean-up, remediation, and other costs related to and arising from
the event, including, but not limited to penalties. Grantee shall be
responsible for, and shall comply with all applicable laws and regulations
as to any required permitting, licenses, and fees related thereto concerning,
relating to or arising from Grantee’s use of the Easement Area, this
Easement, and the pipeline.

Assignments. This Agreement shall inure to and be applicable to Grantor
and Grantee and their respective heirs, representatives, successors, and
assigns. Grantee shall not assign this Easement without the prior written
consent of Grantor, with Grantor’s consent not to be unreasonably
withheld or delayed, provided, however, that in the event of any
assignment by Grantee or any successive Grantee, the assignor shall
remain fully responsible for all obligations, responsibilities and liabilities
of Grantee under this Easement (including, but not limited to,
requirements as to indemnity and insurance).

. Arbitration. Any questions concerning this Easement that cannot be
resolved by Grantor and Grantee shall be submitted to three disinterested
arbitrators, one thereof to be appointed by the Grantor, one by the Grantee,
and the third by the two so appointed, and the majority vote award of such
collective group shall be final and conclusive. If the appointees of Grantor
and Grantee cannot agree upon the third, the parties shall thereupon
submit to the rules and procedures of the American Arbitration
Association. Arbitration proceedings shall be conducted in Skagit County
unless the parties otherwise mutually agree. Each party shall pay its own
arbitrator costs, and the cost of the third arbitrator shall be borne equally.
The determination rendered by the arbitrators may be entered in the court
of general jurisdiction in the county where the Easement is located.

Either party may apply to the arbitrators seeking injunctive relief until the
arbitration award is rendered, or the controversy is otherwise resolved.
Either party also may, without waiving any remedy under this Easement,
seek from the court of general jurisdiction in the county where the
Easement is located any interim or provisional relief that is necessary to
protect the rights of property of that party, pending the establishment of
the arbitration tribunal and its decision.

The arbitrators shall consider dispute issues in accordance with and
subject to the terms of this Easement.



e. Other Rights Superseded. In the event any rights have been granted to or
assigned to Grantee other than by this Easement for the placement,
construction, maintenance, repair and replacement of a pipeline on lands
of Grantor described by Paragraph 1 herein, such rights are superseded by
and extinguished by the parties’ entering this Easement Agreement.

IN WITNESS WHEREOF, the parties have executed this Easement on the date indicated
below.

GRANTOR: GRANTEE:

SKAGIT COUNTY DIKE, DRAINAGE CITY OF ANACORTES
AND IRRIGATION IMPROVEMENT
DISTRICT NO. 12:

By: By:
Nameltitle: Nameltitle:
Dated: Dated:

LESSEE:
TREEHOUSE PRODUCE INC
By:

Namel/title:
Dated:

/l

STATE OF WASHINGTON )
) Ss.
COUNTY OF SKAGIT )

On this day of , 20 , before me personally appeared

, to me known to be the of Skagit
County Dike, Drainage, and Irrigation Improvement District No. 12, a Washington
special purpose district, the entity that executed the within and foregoing instrument, and
acknowledged said instrument to be the free and voluntary act and deed of said entity, for
the uses and purposes therein mentioned, and on oath stated that s’/he was authorized to
execute said instrument and that the seal affixed is the corporate seal of said entity.




Witness my hand and official seal hereto affixed the day and year first above
written.

Signature:
Print Name:

Notary Public for Washington
My Commission Expires:

STATE OF WASHINGTON )
) Ss.
COUNTY OF SKAGIT )

On this day of , 20 , before me personally appeared

, to me known to be the of City of
Anacortes, a Washington municipal corporation, the entity that executed the within and
foregoing instrument, and acknowledged said instrument to be the free and voluntary act
and deed of said entity, for the uses and purposes therein mentioned, and on oath stated
that s/he was authorized to execute said instrument and that the seal affixed is the
corporate seal of said entity.

Witness my hand and official seal hereto affixed the day and year first above
written.

Signature:
Print Name:

Notary Public for Washington
My Commission Expires:

STATE OF WASHINGTON )
) Ss.
COUNTY OF SKAGIT )

On this day of , 20 , before me personally appeared

, to me known to be the of
Treehouse Produce, Inc., a Washington corporation, the entity that executed the within
and foregoing instrument, and acknowledged said instrument to be the free and voluntary
act and deed of said entity, for the uses and purposes therein mentioned, and on oath
stated that s/he was authorized to execute said instrument and that the seal affixed is the
corporate seal of said entity.




Witness my hand and official seal hereto affixed the day and year first above

written.

Signature:
Print Name:
Notary Public for Washington
My Commission Expires:
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Details for Parcel: P21667
Jurisdiction: SKAGIT COUNTY

Zoning Designation: Skagit County - Agricultural-Natural Resource Lands

Recorded Documents Documents scanned and recorded by the Auditor's office
Excise Affidavits Document scans of excise affidavits
Septic System Septic system information

Parcel Number XreflD Quarter Section Township Range
P21667 340313-0-005-0007 NW 13 34 03
Owner Information Site Address(es) . Map Links

DIKE DISTRICT NO 12 14395 AVON ALLEN ROAD Open in iMap

1317 S ANACORTES ST [Old Address: 1439 AVON ALLEN RD] Assessor's Parcel Map:
BURLINGTON, WA 98233 17245 STATE ROUTE 536 PDF | DWF

Skagit County, WA (Jurisdiction, State)
Zip Code Lookup | Site Address Information
Current Legal Description _Abbreviation Definitions

(25.3800 ac) (DK12) THAT PORTION OF GOVERNMENT LOT 3 OF SECTION 13, TOWNSHIP 34 NORTH, RANGE 3 EAST OF THE WILLAMETTE MERIDIAN,
LYING SOUTH OF A LINE COMMENCING ON THE WEST LINE OF SAID GOVERNMENT LOT 3 A DISTANCE OF 1,591.6 FEET SOUTH OF THE NORTHWEST
CORNER OF SAID SECTION THENCE EAST TO THE SKAGIT RIVER; AND LYING NORTH AND EAST OF THE STATE RIGHT-OF-WAY KNOWN AS SR 536 BY
INSTRUMENTS CONVEYED TO SKAGIT COUNTY AND TO THE STATE OF WASHINGTON AND RECORDED JULY 27, 1931, AND APRIL 7, 1995, UNDER
AUDITOR'S FILE NOS. 244975 AND 9504070085, RECORDS OF SKAGIT COUNTY, WASHINGTON, RESPECTIVELY; EXCEPT THAT PORTION CONVEYED TO
THE CITY OF ANACORTES ON NOVEMBER 7, 1969, UNDER AUDITOR'S FILE NO. 732766, RECORDS OF SKAGIT COUNTY, WASHINGTON, DESCRIBED AS
FOLLOWS: COMMENCING AT THE NORTHWEST CORNER OF SAID SECTION 13; THENCE SOUTH 00 DEGREES 36' WEST ALONG THE WEST LINE OF
SAID SECTION 13 A DISTANCE OF 1,591.6 FEET; THENCE SOUTH 89 DEGREES 24' EAST A DISTANCE OF 30.00 FEET TO THE TRUE POINT OF
BEGINNING; THENCE SOUTH 89 DEGREES 24' EAST A DISTANCE OF 731.55 FEET TO THE WEST BOUNDARY OF SAID DIKING DISTRICT NO. 12
PROPERTY; THENCE SOUTH 11 DEGREES 55' EAST A DISTANCE OF 20.49 FEET; THENCE NORTH 89 DEGREES 24' WEST A DISTANCE OF 735.99 FEET,
THENCE NORTH 00 DEGREES 36' EAST A DISTANCE OF 20.00 FEET TO THE TRUE POINT OF BEGINNING, LESS LAND APPROPRIATED FOR SKAGIT
COUNTY DIKING DISTRICT NO. 12 BY CONDEMNATION IN 1897; ALSO TOGETHER WITH THE NORTH 329.7 FEET OF THE NORTH HALF OF THE
NORTHWEST QUARTER OF THE SOUTHWEST QUARTER LYING NORTH AND EAST OF THE STATE RIGHT-OF-WAY KNOWN AS SR 536 BY INSTRUMENTS
CONVEYED TO SKAGIT COUNTY AND TO THE STATE OF WASHINGTON AND RECORDED JULY 27, 1931, AND APRIL 7, 1995, UNDER AUDITOR'S FILE
NOS. 244975 AND 9504070085, RECORDS OF SKAGIT COUNTY, WASHINGTON, RESPECTIVELY. ALSO TOGETHER WITH THAT PORTION OF THE SOUTH
337 FEET OF THE NORTH 664.9 FEET OF THE NORTHWEST QUARTER OF THE SOUTHWEST QUARTER OF SECTION 13, TOWNSHIP 34 NORTH, RANGE 3
EAST OF THE WILLAMETTE MERIDIAN LYING NORTH AND EAST OF THE STATE RIGHT-OF-WAY KNOWN AS SR 536 BY INSTRUMENTS CONVEYED TO
SKAGIT COUNTY AND TO THE STATE OF WASHINGTON AND RECORDED JULY 27, 1931 AND APRIL 7, 1995, UNDER AUDITOR'S FILE NOS. 244975 AND
9504070085, RECORDS OF SKAGIT COUNTY, WASHINGTON, RESPECTIVELY. ALSO TOGETHER WITH THE SOUTH 1/2 OF THE FOLLOWING DESCRIBED
TRACT: THAT PORTION OF GOVERNMENT LOTS 2 AND 3, SECTION 13, TOWNSHIP 34 NORTH, RANGE 3 EAST, W.M., DESCRIBED AS FOLLOWS:
BEGINNING AT A POINT ON THE WEST LINE OF SAID SECTION 13, AT A POINT 908 FEET SOUTH OF THE NORTHWEST CORNER OF SAID SECTION;
THENCE SOUTH ALONG SAID WEST LINE, 683.6 FEET; THENCE EAST TO THE BANK OF THE SKAGIT RIVER; THENCE NORTHERLY ALONG THE BANK OF
THE SKAGIT RIVER, TO A POINT DUE EAST OF THE POINT OF BEGINNING; THENCE WEST TO THE POINT OF BEGINNING, EXCEPT THE WEST 285.00
FEET THEREOF (AS MEASURED FROM THE WEST LINE OF SECTION 13), AND EXCEPT AVON ALLEN ROAD ALONG THE WEST LINE THEREOF, AND
ALSO EXCEPT THAT PORTION CONDEMNED AND TAKEN BY DIKE DISTRICT NO. 12, IN SKAGIT COUNTY SUPERIOR COURT CAUSE NO. 3113, AND ALSO
EXCEPT THAT PORTION CONVEYED TO DIKE DISTRICT NO. 12 BY DEED RECORDED MARCH 24, 1923, IN VOLUME 128 OF DEEDS, PAGE 599, RECORDS
OF SKAGIT COUNTY, WASHINGTON.

2019 Values for 2020 Taxes* Exemption Sale Information 2020 Property Tax Summary
Building Market Value $.00 Deed Type =~ WARRANTY DEED 2020 Taxable Value $.00
Land Market Value ~ +$166,000.00 Sale Date 2001-01-08 General Taxes $.00
Total Market Value $166,000.00 Sale Price  $900,000.00 Special Assessments/Fees +$10.00
Assessed Value $166,000.00 Sale requires NRL disclosure (more info) Total Taxes $10.00
Taxable Value $.00 Pay Property Taxes Online
* Effective date of value is January 1 of the assessment year (2019) Legal Description at time of Assessment
*Assessment Use Code (480) UTILITIES (DIKE & DRAIN PROPERTY) WAC 458-53-030
Neighborhood (6EMMISC) ALL COUNTY EXEMPT MISC
Levy Code 2755 Fire District F02
School District SD320 Exemptions
Utilities *SEP, WTR-P Acres 25.38

Improvement 1 Attributes Summary
Building Style TOTALLY EXEMPTED PROPERTY
Year Built Foundation
Above Grade Living Area Exterior Walls
Finished Basement Roof Covering
*Total Living Area Heat/Air Conditioning
Unfinished Basement Fireplace
*Total Garage Area Bedrooms
Bathrooms

For additional information on individual segments see Irﬁrovements taqr " A"

XHIBI
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* Assessment Use Code is for assessment administration purposes and has no relation to zoning or allowable land use.
* Total living area includes above grade living area and finished basement area.
* Garage square footage includes all garage areas; basement garages, attached garages, detached garages, etc.

Assessment data for improvements is based on exterior inspections. Please contact the Assessor's office if the information does not
accurately reflect the interior characteristics.
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Pacific Surveying & Engineering, Inc

land surveying e civil engineering e consulting ¢ environmental
909 Squalicum Way #111, Bellingham, WA 98225
Phone 360.671.7387 Facsimile 360.671.4685 Email info@psesurvey.com

EXHIBIT ‘A’
EASEMENT DESCRIPTION
(DIKE DISTRICT NO. 12 PARCEL)

A TRACT OF LAND WITHIN GOVERNMENT LOT 3 OF SECTION 13, TOWNSHIP 34 NORTH, RANGE
3 EAST, W.M., AND WITHIN A PORTION OF DIKE DISTRICT NO. 12 PARCEL NO. P21667, AS
DESCRIBED AS PARCEL ‘A’ UNDER STATUTORY WARRANTY DEED RECORDED UNDER
AUDITOR'S FILE NO. 200101290062, RECORDS OF SKAGIT COUNTY, WASHINGTON, DESCRIBED
AS FOLLOWS;

COMMENCING AT THE NORTHWEST CORNER OF SAID PARCEL NO. P21667, ALSO BEING A
POINT ON THE EASTERLY RIGHT OF WAY MARGIN OF AVON ALLEN ROAD, THENCE ALONG THE
WESTERLY LINE OF SAID PARCEL SOUTH 01°36'53” WEST 472.49 FEET TO THE POINT OF
BEGINNING; THENCE CONTINUING ALONG SAID WESTERLY LINE SOUTH 01°36'53” WEST 25.05
FEET; THENCE DEPARTING SAID WESTERLY LINE NORTH 87°57°18” EAST 103.01 FEET,;
THENCE SOUTH 16°49°'36” EAST 206.38 FEET; THENCE NORTH 73°10'24” EAST 300.00 FEET;
THENCE NORTH 16°49'36” WEST 50.00 FEET; THENCE NORTH 73°10°24” EAST 533.62 FEET;
THENCE NORTH 16°49'36” WEST 257.04 FEET; THENCE SOUTH 73°10'24” WEST 133.64 FEET,;
THENCE SOUTH 16°49'36” EAST 107.04 FEET; THENCE SOUTH 73°10'24” WEST 525.24 FEET,;
THENCE SOUTH 81°27°46” WEST 118.65 FEET; THENCE SOUTH 87°57°18” WEST 154.11 FEET,
MORE OR LESS, TO THE WEST LINE OF SAID DIKE DISTRICT NO. 12 PARCEL AND THE POINT OF
BEGINNING.

CONTAINING 159,240 SQUARE FEET, MORE OR LESS.
SITUATE IN SKAGIT COUNTY, WASHINGTON.

EXHIBIT "B"
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Anacortes City Council
Proposed Agenda Items for the Next Eight Weeks Beginning September 21, 2020

Subjects listed below have been tentatively suggested for consideration by the Anacortes City Council on the dates

indicated. Items may be added to, removed from or rearranged on this list. Routine business such as approval of

minutes and vouchers are not included. The complete Preliminary Agenda for each meeting is published at 3:00 on

the Wednesday prior to the meeting. Published Agendas are subject to change and may be updated following the
posting period. For additional information on agenda topics, please contact the City Clerk's office at 360-299-1960

to be directed to the sponsoring staff member.

September 21, 2020

*Resolutions 2082/2085/2096 Ratifying Proclamation of Emergency and Providing Temporary
Procedures to Respond to the COVID-19 Epidemic (Discussion)

*Access Anacortes Fiber Internet Update (Discussion)

September 28, 2020

*Thompson Train Purchase Proposal (Discussion / Possible Action)

October 5, 2020

*Closed Record Decision Hearing: CUP-2020-0001 - 1015 18th St. Parking Lot CUP (Action)
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October 12, 2020
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October 19, 2020
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October 26, 2020
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November 2, 2020
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November 9, 2020

Upcoming City Council Committee Meetings
The public is welcome to attend City Council Committee Meetings.

*Housing Affordability & Community Services, Monday, Sep 14, 2020, 4:00 PM, CANCELLED
*Planning, Monday, Sep 14, 2020, 5:00 PM, CANCELLED

*Public Works, Monday, Sep 21, 2020, 5:00 PM, Teleconference

*Finance, Wednesday, Sep 23, 2020, 5:00 PM, Teleconference

eLibrary, Thursday, Sep 24, 2020, 12:30 PM, Teleconference

*Fiber, Thursday, Sep 24, 2020, 2:30 PM, Teleconference

*Planning, Monday, Sep 28, 2020, 5:00 PM, Teleconference

*Public Works, Monday, Oct 5, 2020, 5:00 PM, Teleconference
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	City Council Agenda Item Summary_ 9_14_2020 Item 5b SYCR 9-14 Anacortes - 2020 Utility Rev Bond - Ordinance 3075.pdf
	Section 1. Recitals and Findings
	1.1 Utility System. The City of Anacortes (the “City”) now owns, operates and maintains a water supply and distribution system, a storm drainage system, garbage utility, and a sanitary sewage system. Pursuant to Ordinance No. 2763, passed and approved...
	1.2 Outstanding Senior Lien Bonds. Pursuant to Ordinance Nos. 2842 and 2882 (collectively, the “Senior Lien Bond Ordinances”), the City previously issued its 2010 Senior Lien Bonds and its 2012 Senior Lien Bonds (each as defined below, and collectivel...
	1.3 Outstanding Parity Obligations. Pursuant to the 2017 Parity Lien Ordinance, the City issued its Utility System Revenue Refunding Bond, 2017, which constitutes a lien and charge upon the Net Revenue subordinate to the lien of the Senior Lien Bonds ...
	1.4 Water Projects; Sewer Projects.  The City is in need of funds with which to finance the Water Projects and the Sewer Projects, which, together with other projects set forth in the City’s Capital Improvement Plan for the Utility System, constitute ...
	(a) The Water Projects consist of the capital improvements to the City’s water system described in Exhibit A. The cost of the Water Projects is estimated to be approximately $16 million, to be financed with approximately $13 million of proceeds of the...
	(b) The Sewer Projects consist of the following capital improvements to the City’s sewer system described in Exhibit A.  The cost of the Sewer Projects is estimated to be approximately $20 million, to be financed with proceeds of the Bonds and other a...

	1.5 Adoption of Plan of Additions. The City specifies, adopts and orders the carrying out of the Water Projects and Sewer Projects described in Exhibit A as a part of the system or plan of additions and betterments to and extensions of the Utility Sys...
	1.6 Parity Conditions Met. As a condition of issuance and sale of each Series of the Bonds authorized herein, as set forth in Section 4 and Exhibit C (Parameters for the Bond Sale Terms), the City’s Designated Representative must determine that the co...
	1.7 Sufficiency of Gross Revenue. The City Council finds and determines that the Gross Revenue and benefits to be derived from the operation and maintenance of the System at the rates to be charged for services from the System will be more than suffic...
	1.8 Findings with Respect to the Refunding of the 2010 Senior Lien Bonds. Pursuant to the 2010 Senior Lien Bond Ordinance, the City previously issued Utility System Improvement Revenue Bonds, Series 2010 (Build America Bonds – Direct Payment) (the “20...
	1.9 Refunding Plan. Pursuant to chapter 39.53 RCW and other applicable State law, the City is authorized to carry out the Refunding Plan, and after due consideration, it appears to the City Council that, in order to achieve an overall debt service sav...
	1.10 Issuance of the Bond. For the purposes described herein, the City Council finds that it is in the best interests of the City and its ratepayers to issue and sell the Bonds to the Purchaser, pursuant to the terms set forth in the Bond Sale Terms, ...

	Section 2. Definitions
	(a) The deposit with the Refunding Trustee of proceeds of the City Contribution, together with those proceeds of sale of the Bonds allocated to the Refunding Plan, in an amount sufficient to acquire the Acquired Obligations and establish a beginning c...
	(b) The purchase by the Refunding Trustee of the maturing principal of and interest on the Acquired Obligations and the application of such amounts, together with any other cash balance held by it on the Redemption Date, to the call payment and redemp...
	(c) At the direction of the City’s Designated Representative, the payment of the costs of issuing the Bonds and the costs of carrying out the foregoing elements of the Refunding Plan.

	Section 3. Authorization of Bonds. The City is authorized to issue the Bonds in one or more Series in an aggregate principal amount not to exceed $48,100,000, for the purpose of providing the funds (a) to pay or reimburse a portion of the costs of car...
	Section 4. Appointment of Designated Representative
	Section 5. Bond Registrar; Registration and Transfer of Bond.
	5.1 Registration of the Bond; Bond Registrar. The Bonds shall be issued only in registered form as to both principal and interest and shall be recorded on the Bond Register. The Fiscal Agent is appointed to act as Bond Registrar for each Series of the...
	5.2 Transfer and Exchange of Bonds. The Bond Registrar shall keep, or cause to be kept, sufficient books for the registration and transfer of the Bonds, which shall be open to inspection by the City at all times. The Bond Register shall contain the na...
	5.3 Securities Depository; Book-Entry Only Form. Unless otherwise determined by the Designated Representative, the Bonds initially shall be issued and registered in Book-Entry Form. The Bonds so registered shall be held fully immobilized in Book-Entry...
	5.4 Lost or Stolen Bond. In case any Bond shall be lost, stolen or destroyed, the Bond Registrar may authenticate and deliver a new bond or bonds of like amount, date, tenor, and effect to the Registered Owner(s) thereof upon the Registered Owner payi...
	5.5 DTC Letter of Representations.  To induce DTC to accept the Bonds as eligible for deposit at DTC, the City approves the Letter of Representations. The Designated Representative is authorized and directed to execute the Letter of Representations, o...

	Section 6. Form and Execution of Bonds
	Section 7. Payment of the Bond; Failure to Pay.
	7.1 Payment. Principal of and interest on each Bond shall be payable in lawful money of the United States of America on the dates and in the amounts provided in the Bond Purchase Contract. Principal of and interest on each Bond issued as a Parity Obli...
	7.2 Bonds Held in Book-Entry Form. Principal of and interest on each Bond held in Book-Entry Form is payable in the manner set forth in the Letter of Representations
	7.3 Bond Not Held in Book-Entry Form. Interest on each Bond not held in Book-Entry Form is payable by electronic transfer on the interest payment date, or by check or draft of the Bond Registrar mailed on the interest payment date to the Registered Ow...
	7.4 Failure to Pay the Bond. If the principal of any Bond is not paid when the Bond is properly presented at its maturity or date fixed for redemption, the City shall be obligated to pay, solely from the Parity Obligation Debt Service Account, interes...

	Section 8. Redemption and Purchase Provisions.
	8.1 Optional Redemption. Any of the Bonds may be subject to redemption prior to their stated maturity dates at the option of the City at the times and on the terms set forth in the applicable Bond Purchase Contract.
	8.2 Mandatory Redemption. Any of the Bonds may be designated as Term Bonds, subject to mandatory redemption on the dates and in the amounts as set forth and confirmed in the applicable Pricing Certificate. If not redeemed or purchased at the City’s op...
	8.3 Partial Redemption; Selection of Bonds for Redemption. If fewer than all of the outstanding Bonds of any Series are to be redeemed at the option of the City, the Finance Director shall select the Series and maturity or maturities to be redeemed. I...
	8.4 Notice of Redemption. If a Series of the Bonds are held in Book-Entry Form, notice of redemption shall be given in accordance with the Letter of Representations. Otherwise, unless waived by the Registered Owner or unless otherwise provided in the ...
	8.5 Rescission of Optional Redemption Notice. In the case of an optional redemption or an extraordinary redemption, the notice of redemption may state that the City retains the right to rescind the redemption notice and the redemption by giving a noti...
	8.6 Effect of Redemption. If notice of redemption is given as provided in this ordinance and is not rescinded (as provided in Section 8.5), that Bond (or portion thereof called for redemption) shall become due on the date fixed for redemption. Interes...
	8.7 Purchase by City. The City reserves the right and option to purchase any or all of the Bonds available for purchase at any time at any price acceptable to the City plus accrued interest to the date of purchase.

	Section 9. Refunding or Defeasance of the Bond
	Section 10. Deposit of Bond Proceeds.
	10.1 New Money Proceeds. On the Issue Date, the proceeds of the Bonds that are allocated to the financing of the Plan of Additions shall be deposited in the appropriate water and sewer project accounts within the Utility System Funds designated by the...
	10.2 Refunding Plan. On the Issue Date, the City shall cause the proceeds of the Bonds that are allocated to carrying out the Refunding Plan to be deposited with the Refunding Trustee and used to carry out the Refunding Plan in accordance with Section...
	10.3 Costs of Issuance. The portion of the proceeds allocable to payment of costs related to the sale, issuance, and delivery of the Bonds may be transferred to the Refunding Trustee to be used to pay such costs in accordance with an executed Refundin...
	10.4 Remaining Proceeds (if any). The proceeds of any Series of the Bonds remaining after the City makes all deposits described in this section shall be deposited into the Parity Obligation Debt Service Account to pay interest on that Series on the ne...

	Section 11. Refunding of the Refundable Bonds.
	11.1 Appointment of the Refunding Trustee; Selection of Refundable Bonds. The Finance Director is authorized and directed to appoint a Refunding Trustee in accordance with chapter 39.53 RCW, and the Designated Representative is authorized to execute o...
	11.2 Use of Bond Proceeds for Refunding Plan; Acquisition of Acquired Obligations. On the Issue Date, bond proceeds allocated to carrying out the Refunding Plan (together with any City Contribution) shall be deposited with the Refunding Trustee and us...
	11.3 Substitution of Acquired Obligations. The City reserves the right at any time to substitute cash or other Government Obligations conforming to the requirements of the 2010 Senior Lien Bond Ordinance (“Substitute Obligations”) for any of the Acqui...
	11.4 Refunding Trust Agreement; Administration of Refunding Plan. The Designated Representative is authorized to execute a Refunding Trust Agreement setting forth the duties, obligations and responsibilities of the Refunding Trustee in connection with...
	11.5 Call for Redemption of the Refundable Bonds. The Finance Director is authorized to take all action necessary to call the Refundable Bonds for redemption on the Redemption Date in accordance with the 2010 Senior Lien Bond Ordinance and this ordina...
	11.6 Refunding Conditions and Findings Required. The City Council finds and determines that upon the findings made by the Designated Representative pursuant to this subsection, the Refunding Plan will discharge and satisfy the obligations, pledges, ch...
	(a) The Redemption Date is the earliest practical date on which the Refundable Bonds may be called for redemption.
	(b) The savings that will be effected (as measured by the difference between the principal and interest cost over the life of the Bonds and the principal and interest cost over the life of the Refundable Bonds but for such refunding) shall be equal to...
	(c) The Refunding Plan to be effected by the issuance and sale of the Bonds will provide sufficient funds to discharge and satisfy the obligations of the City under the 2010 Senior Lien Bond Ordinance. In making such determination, the Designated Repr...


	Section 12. Security for the Bond.
	12.1 Pledge of Net Revenue and Pledged ULID Assessments. The Bonds shall be special limited obligations of the City payable from and secured solely by the Net Revenue and all Pledged ULID Assessments (if any) and money in the Parity Obligation Debt Se...
	12.2 Lien Position. The Bonds shall be issued on parity of lien with any Future Parity Obligations, without regard to date of issuance or authorization and without preference or priority of right or lien. The City further covenants that, for as long a...

	Section 13. Flow of Funds; Priority of Expenditure of Gross Revenue
	13.1 To pay the Operations and Maintenance Costs;
	13.2 To make all payments into the Senior Lien Bond Principal and Interest Account required to be made in order to pay the interest on and principal of all Senior Lien Bonds when due;
	13.3 To make all payments required to be made into the Senior Lien Reserve Account, all payments required to be made under any agreement relating to the provision of Reserve Security, and all payments required to be made under any reimbursement agreem...
	13.4 To make all payments required to be made into the Parity Obligation Debt Service Account in respect of the interest on and principal of all Parity Obligations when due;
	13.5 To make all payments required to be made into any Parity Reserve Account and to make payments due under any reimbursement agreement with the provider of a Reserve Security that requires those payments to be made on a parity with the payments to b...
	13.6  To make when due the required payments to be made into any revenue bond, note warrant or other revenue obligation redemption fund, debt service account or reserve account created to pay and secure the payment of any revenue bonds, warrants, note...
	13.7 Without priority, to any of the following purposes: to retire by redemption or purchase any outstanding revenue bonds or revenue obligations of the Utility System; to make necessary additions, betterments, improvements, repairs, extensions, and r...

	Section 14. The Utility System Bond Fund; Parity Obligation Debt Service Account Created
	14.1 Parity Obligation Debt Service Account Created. For the sole purpose of paying and securing payment of the Parity Obligations, the 2017 Parity Lien Ordinance created the Parity Obligation Debt Service Account in the Utility System Bond Fund. The ...
	14.2 Required Payments into the Parity Obligation Debt Service Account. So long as any Parity Obligation remains outstanding, the City obligates and binds itself to set aside and pay into the Parity Obligation Debt Service Account all Pledged ULID Ass...
	14.3 Investment of Money in Parity Obligation Debt Service Account and Parity Reserve Account(s) (if any). All money in the Parity Obligation Debt Service Account and any Parity Reserve Account may be kept in cash or invested in Permitted Investments ...

	Section 15. Covenants
	15.1 Maintenance and Operation. The City will pay all Operations and Maintenance Costs and will at all times maintain and keep the Utility System in good repair, working order and condition, and also will at all times operate such utility and the busi...
	15.2 Rates and Charges.
	(a) Debt Service Coverage. The City will establish, maintain, revise as necessary, and collect such rates and charges for the services furnished by the Utility System (including those furnished under contract with wholesale customers) sufficient to pr...
	(b) Significant Wholesale Customer Contracts. The City will not reduce any rate or charge for services of the Utility System as is now established by the existing rate ordinance or ordinances of the City, or any contract with a Significant Wholesale C...
	(c) No Free Service. Except to aid the poor or infirm, to provide for resource conservation or to provide for the proper handling of hazardous materials, the City will not furnish or supply or permit the furnishing or supplying of any service or facil...

	15.3 Pledged ULID Assessments. The City will collect promptly all Pledged ULID Assessments (if any). Such assessments may be used to pay the principal or interest on any Parity Obligations without those assessments being particularly allocated to the ...
	15.4 Restrictions on Sale or Disposition of Utility System. The City will not sell, lease, mortgage or in any manner encumber or dispose of all the property of the Utility System unless provision is made for payment into the Utility System Bond Fund o...
	15.5 Books and Accounts. The City will keep proper and separate accounts and records in which complete and separate entries shall be made of all transactions relating to the Utility System. Upon request of any Registered Owner of a Utility System Reve...
	15.6 Insurance. The City will at all times carry fire and such other forms of insurance on such of the buildings, equipment, facilities and properties of the Utility System as are ordinarily carried on such buildings, equipment, facilities, and proper...

	Section 16. Future Parity Obligations
	Section 17. Separate Utility Systems
	Section 18. Contract Resource Obligations
	18.1 The City may determine that, and may agree under a Contract Resource Obligation to provide that, all payments under that Contract Resource Obligation (including payments prior to the time that water, wastewater, stormwater, solid waste or other u...
	(a) No event of default has occurred and is continuing under the terms of any debt obligation of the City in respect of the Waterworks Utility; and
	(b) There is on file a certificate of an independent licensed professional engineer or engineering firm stating that in his, her or its professional opinion: (i) the payments to be made by the City in connection with the Contract Resource Obligation a...

	18.2 Nothing in this section shall prevent the City from entering into other agreements for the acquisition of water supply, transmission or other commodity or service relating to the Waterworks Utility from existing facilities and from treating those...
	18.3 Nothing in this section shall prevent the City from entering into other agreements for the acquisition of water, wastewater, stormwater, solid waste or other utility commodity or service relating to the Utility System from facilities to be constr...

	Section 19. Rate Stabilization Fund
	Section 20. Federal Tax Covenants.
	20.1 Preservation of Tax Exemption for Interest on the Bonds. The City covenants that, for any Series of the Bonds that are designated as Tax-Exempt Bonds, it will take all actions necessary to prevent interest on the Tax-Exempt Bonds from being inclu...
	20.2 Post-Issuance Compliance. The Finance Director is authorized and directed to review and update the City’s written procedures to facilitate compliance by the City with the covenants in this ordinance and the applicable requirements of the Code tha...

	Section 21. Amendatory and Supplemental Ordinances
	21.1 Amendments Without Bond Owner Consent. From time to time and at any time, without the consent of or notice to any owners of any Parity Obligation, the City may supplement or amend this ordinance and the related bond documents for any of the purpo...
	(a) To cure any formal defect, omission, inconsistency, or ambiguity in a manner not adverse to the owners of any Parity Obligations;
	(b) To impose upon the Bond Registrar (with its consent) for the benefit of the owners of Parity Obligations any additional rights, remedies, powers, authority, security, liabilities, or duties which may lawfully be granted, conferred, or imposed and ...
	(c) To add to the covenants and agreements of, and limitations and restrictions upon, the City in the bond documents, other covenants, agreements, limitations and restrictions to be observed by the City which are not contrary to or inconsistent with t...
	(d) To confirm, as further assurance, any pledge under (and the subjection to any claim, lien, or pledge created or to be created by) this ordinance on any other money, securities, or funds;
	(e) To alter the Authorized Denominations for any Parity Obligations and to make correlative amendments and modifications regarding exchangeability of the Bonds for different authorized denominations, redemptions of portions of Bonds in particular aut...
	(f) To comply with any future federal law or interpretation to preserve the exclusion of the interest on any Parity Obligations issued and sold as Tax-Exempt Bonds from gross income for federal income tax purposes, or to preserve the entitlement of th...
	(g) To add to the covenants and agreements of (or limitations and restrictions upon) the City, such additional or alternative covenants, agreements, limitations, or restrictions to be observed by the City as the City may determine are necessary or con...
	(h) To modify, alter, amend or supplement the ordinance and related bond documents in any other respect which is not materially adverse to the owners of the Parity Obligations and which does not involve a change described in subsection 21.3.

	21.2 Amendments With Bond Owner Consent. With the consent of registered owners of not less than 60% in aggregate principal amount of the Parity Obligations then outstanding, the City may pass, adopt, or otherwise approve any supplement or amendment (o...
	21.3 Amendments Prohibited Except Upon Unanimous Consent. Unless approved in writing by or on behalf of the registered owner of each Parity Obligation then outstanding, nothing contained in this section shall permit, or be construed as permitting (a) ...
	21.4 Notice to Bond Owners. If at any time the City passes, adopts, or otherwise approves a supplement or amendment for any of the purposes of subsection 21.2 or 21.3, the Bond Registrar shall cause notice of the proposed supplement or amendment to be...
	21.5 Effective Date; Consents. Any supplement or amendment, substantially as described in the notice mailed pursuant to subsection 21.4, may go into effect upon delivery to the Bond Registrar of (a) the required consents, in writing, of registered own...
	21.6 Effect of Amendment. If registered owners of not less than the percentage of Parity Obligations required by this section shall have consented to and approved such a supplement or amendment, no owner of any Parity Obligation shall have any right (...

	Section 22. Defaults and Remedies.
	22.1 Events of Default. Each of the following shall constitute an Event of Default with respect to the Bond:
	(a) If a default is made in the payment of the principal of or interest on the Bond when the same shall become due and payable; or
	(b) If the City defaults in the observance and performance of any other of the covenants, conditions and agreements on the part of the City set forth in this ordinance or in the Bonds, and such default or defaults have continued for a period of six mo...

	22.2 No Acceleration. Nothing contained in this section shall, in any event or under any circumstance, be deemed to authorize the acceleration of the maturity of principal on the Parity Obligations, and the remedy of acceleration is expressly denied t...
	22.3 Limitations on Remedies. The City reserves the right to issue Future Parity Obligations limiting the remedies of the Owners of Parity Obligations (including the Bonds) upon an Event of Default, as follows:
	(a) Bondowners’ Trustee. If an Event of Default has occurred and has not been remedied, a bondowners’ trustee (the “Bondowners’ Trustee”) may be appointed by the registered owners of 25% or more in principal amount of the then outstanding Parity Oblig...
	(b) Suits at Law or in Equity. Upon the occurrence of an Event of Default and during the continuance thereof, the Bond Owners’ Trustee may, and upon the written request of the registered owners of not less than 25% in principal amount of the Parity Ob...
	(c) Application of Money Collected by Bond Owners’ Trustee. Any money collected by the Bond Owners’ Trustee at any time pursuant to this section shall be applied in the following order of priority: (i) to the payment of the charges, expenses, advances...
	(d) Duties and Obligations of Bond Owners’ Trustee. The Bond Owners’ Trustee shall not be liable except for the performance of such duties as are specifically set forth herein. During an Event of Default, the Bond Owners’ Trustee shall exercise such o...
	(e) Suits by Individual Parity Obligation Owners Restricted. No owner of any one or more Parity Obligations shall have any right to institute any action, suit or proceeding at law or in equity for the enforcement of same unless: (i) an Event of Defaul...


	Section 23. Sale and Delivery of the Bonds; Official Statement; Continuing Disclosure
	23.1 Manner of Sale of Bonds; Delivery of Bonds. The Designated Representative is authorized to sell each Series of Bonds by negotiated sale, direct placement or competitive sale, based on the assessment of the Designated Representative of market cond...
	23.2 Procedure for Competitive Sale. If the Designated Representative determines that a Series of Bonds are to be sold by competitive sale, the Designated Representative shall cause the preparation of an official notice of bond sale setting forth bid ...
	23.3 Procedure for Negotiated Sale or Direct Placement. If the Designated Representative determines that a Series of Bonds is to be sold by negotiated sale or direct placement, the Designated Representative shall select one or more Purchasers with whi...
	23.4 Preparation, Execution and Delivery of the Bonds. The Bonds will be prepared at City expense and will be delivered to the Purchaser in accordance with the Bond Purchase Contract, together with the approving legal opinion of Bond Counsel regarding...
	23.5 Official Statement.
	(a) Preliminary Official Statement. The Designated Representative and other appropriate City officials are directed to cause the preparation of and review the form of a preliminary Official Statement in connection with each sale of one or more Series ...
	(b) Final Official Statement. The City approves the preparation of a final Official Statement for the Bonds to be sold to the public in the form of the preliminary Official Statement that has been deemed final in accordance with subsection (a), with s...

	23.6 Agreement to Provide Continuing Disclosure. If necessary to meet the requirements of paragraph (b)(5) of Rule 15c2-12, as applicable to the Purchaser acting as a participating underwriter for the Bonds, the Designated Representative is authorized...

	Section 24. General Authorization and Ratification
	Section 25. Severability
	Section 26. Effective Date
	(a) There must be no deficiency in the Utility System Bond Fund and there must be no event of default, nor any event or condition that with notice and the passage of time would constitute an event of default, which shall have occurred and be continuin...
	(b) The Future Parity Obligation Ordinance must provide that all Pledged ULID Assessments is to be paid directly into the Parity Obligation Debt Service Account.
	(c) The Future Parity Obligation Ordinance must provide for the payment of the principal of and interest on such Parity Obligations out of the Parity Obligation Debt Service Account.
	(d) If the Future Parity Obligations are to be secured by a Parity Reserve Account, the Future Parity Obligation Ordinance must provide for the deposit into the Reserve Account of any combination of Future Parity Obligation proceeds, Reserve Securitie...
	(e) There must be on file with the City a Parity Certificate, prepared by either:
	(i) The City Finance Director, demonstrating that the Coverage Requirement was satisfied during any twelve consecutive calendar months out of the immediately preceding 24 calendar months, assuming that (A) those Future Parity Obligations were outstand...
	(ii) An Independent Utility Consultant, which may take into account the adjustments described below, stating that in his or her opinion (which opinion and underlying assumptions shall be set forth in the certificate), the Coverage Requirement will be ...
	A. Any change in Utility System rates and charges that has taken place or been adopted by ordinance or contract may be reflected, including any changes in the rates charged to any Significant Wholesale Customer in effect and being charged, or expected...
	B. Revenue from customers added or projected to be added to the Utility System after the relevant 12 month period, including revenue from new Significant Wholesale Customers, may be adjusted to reflect one year’s Net Revenue allocable to those new cus...
	C. A full year’s revenue may be included on a pro forma basis from any customer being served but who has not been receiving service for the full period of operation used as a basis for the certificate.
	D. Actual or reasonably anticipated changes in the Operations and Maintenance Costs subsequent to the relevant 12 month period shall be added or deducted, as is applicable.
	E. Net Revenue allocable to any person, firm, corporation or municipal corporation under any executed contract for water or other utility service, which revenue was not included in the historical Net Revenue, may be included in Net Revenue.
	F. Transfers into or out of the Rate Stabilization Fund may be taken into account, and those amounts may be added to or deducted from Net Revenues, as applicable.
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