CHAPTER 42

WATER REVENUE BONDS

AN ORDINANCE TO PROVIDE FOR THE ISSUANCE AND SALE OF WATER SUPPLY
SYSTEM REVENUE BONDS OF THE CITY OF LAPEER FOR THE PURPOSE OF
CONSTRUCTING IMPROVEMENTS REPAIRS, AND REPLACEMENTSTO THECITY?S
WATER SUPPLY SYSTEM; TO PRESCRIBE THE FORM OF BONDS, TO PROVIDE FOR
THE COLLECTION OF REVENUES FROM SAID SYSTEM SUFFICIENT FOR THE
PURPOSE OF PAYING THE COSTS OF OPERATION AND MAINTENANCE OF SAID
SYSTEM AND TO PAY THE PRINCIPAL OF AND INTEREST ON SAID BONDS, TO
PROVIDE AN ADEQUATE RESERVE FUND FOR SAID BONDS; TO PROVIDE FOR THE
SEGREGATION AND DISTRIBUTION OF SAID REVENUES, TO PROVIDE FOR THE
RIGHTS OF THE HOLDERS OF SAID BONDS IN ENFORCEMENT THEREOF; TO
PROVIDE FOR OTHER MATTERSRELATING TO SAID BONDSAND SAID SYSTEM.

THE CITY OF LAPEER ORDAINS:
SECTION 1. DEFINITIONS

Whenever used in this Ordinance, except when otherwise indicated by the context, thefollowing termsshal
have the following meanings

@ ?Act 94" mean Act 94, Public Acts of Michigan 1933, as amended.

(b) ? Bond Bank? meansthe Michigan Municipa Bond Authority crested pursuant to Act 227
of 1985.

(© ?Bonds? mean the Series 1986 Bonds, together with any additional bonds of equa
standing hereafter issued.

(d) ? City? means the City of Lapeer, County of Lapeer, State of Michigan.

(e ? Commissiorn? means the City Commisson of the City.

@ ? Project? meanstherepairs, replacements, additions, extensons and improvementsto the
System including the acquisition and congtruction of water main improvements and water
meters, and gppurtenances and attachments thereto.

(o)) ? Revenues? and? Net Revenues? mean therevenuesand net revenues of the City and shall

be congtrued as defined in Section 3 of Act 94, including with respect to? Revenues? , the
earnings derived from the investment of moneys in the various funds and accounts



established by this ordinance.
(h ? Series 1986 Bonds? meansthe Water Supply System Revenue Bonds, Series 1986, of
the City in the principal amount of $395,000 authorized by this Ordinance.

0] ? Qufficent Government Obligations? means direct obligations of the United States of
Americaor obligationsthe principa and interest on which isfully guaranteed by the United
States of American, not redeemable at the option of the issuer, the principa and interest
payments upon which, without reinvestment of the interest, come due at such timesad in
such amounts asto be fully sufficient to pay the interest asit comes due on the Bonds and
the principa and redemption premium, if any, on the Bonds asit comes due whether onthe
dtated maturity date or upon earlier redemption. Securities representing such obligations
shall be placed in trust with a bank or trust company, and if any of the Bonds are to be
cdled for redemption prior to maturity, irrevocable ingtructions to cal the Bonds for
redemption shall be given to the paying agent.

()] ? System? means the City? s water supply system, including such facilities thereof as are
now existing, are acquired and congtructed asthe Project, and al enlargements, extensons,
repairs and improvements thereto hereafter made.

SECTION 2. NECESSITY; APPROVAL OF PLANSAND SPECIFICATIONS.

It is hereby determined to be a necessary public purpose of the City to acquire the Project in accordance
with the plans and specifications prepared by Williams & Works of Grand Rapids, Michigan (the
? Engineers? ) which plans and specifications are hereby approved.

SECTION 3. COSTS USEFUL LIFE.

Thetotal cost of the Project is estimated to be Three Hundred ninety-five Thousand Dollars ($395,000)
including the payment of incidenta expenses as pecified in Section 4 of this Ordinance, which estimate of
cost is hereby approved and confirmed, and the period of usefulness of the Project is estimated to be not
less than forty (40) years.

SECTION 4. PAYMENT OF COST; BONDS AUTHORIZED.

To pay the cost of acquiring and congructing the Project, including payment of legd, engineering, financid,
and other expensesincident thereto and incident to theissuance and sdl e of the Series 1986 Bonds, the City
shal borrow the sum of Three Hundred Ninety-five Thousand Dallars ($395,000) and issue the Series
1986 Bonds therefor pursuant to the provisions of Act 94. Theremaining cost of the Project, if any, shal
be defrayed from City fundson hand and legdly availablefor such use and from other fundsavallableto the

City.

The purpose of the Ordinanceisto authorize the issuance of revenue bondsto finance the cost of acquiring
additions, extensons and improvements to the Project.
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SECTION 5. BOND DETAILS, ISSUANCE IN SERIES, REGISTRATION AND
EXECUTION.

The Series 1986 Bonds hereby authorized shall be designated WATER SUPPLY SYSTEM REVENUE
BONDS, SERIES 1986, shdl be payable out of the Net Revenues, as set forth more fully in Section 6
hereof, shal consst of bonds of the denomination of $5,000, or multiples of $5,000 not exceeding the
amount of a single maturity, dated as of September 25, 1986, numbered in order of registration from 1
upwards, and shdl mature on May 1< in the years and amounts as follows.

YEAR AMOUNT YEAR AMOUNT

1987 $10,000 1997 $20,000
1988 10,000 1998 20,000
1989 10,000 1999 20,000
1990 10,000 2000 25,000
1991 10,000 2001 25,000
1992 15,000 2002 25,000
1993 15,000 2003 30,000
1994 15,000 2004 30,000
1995 15,000 2005 35,000
1996 20,000 2006 35,000

The Series 1986 Bonds shall bear interest a arate or rates to be determined on sale thereof, but in any
event not exceeding 18% per annum, payable on May 1st and November 1t of each year, commencing
May 1, 1987, by check drawn on the transfer agent mailed to the registered owner at the registered
address, as shown on the registration books of the City maintained by the transfer agent. Interest shdl be
payable to the registered owner of record as of the 15th day of the month preceding the interest payment
date. Thedate of determination of registered owner for purposes of payment of interest asprovided inthis
paragraph may be changed by the City to conform to market practice in the future. The principd of the
bonds shdl be payable at abank or trust company to be designated by the City as registrar and transfer
agent for thisissue or, if such Bonds are purchased by the bond Bark, at the office of the Bond Bank. The
Series 1986 Bonds shall be sold at not less than 98% of their par value.
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The Series 1986 Bonds or portions thereof maturing on or after November 1, 1995, may be subject to
redemption prior to maturity a the times and prices and in the manner and with notice as set forth in the
form of the Series 1986 Bonds in Section 19 of this Ordinance.

In case less than the full amount of an outstanding bond is caled for redemption, the transfer agent upon
presentation of the bond called in part for redemption shell register, authenticate and deliver to theregistered
owner anew bond in the principa amount of the portion of the original bond not called for redemption.
Notice of redemption shal be givenin the manner specified in theform of the Series 1986 Bonds contained
in Section 19 of this Ordinance. The Bonds shdl be executed in the name of the City with the facamile
sgnatures of the Mayor and the Clerk and shall have the City? s sed printed on them. No Bond shdl be
vaid until authenticated by an authorized signer of the transfer agent. The Bonds shdl be delivered to the
transfer agent for authentication and be delivered by him or her to the purchaser in accordance with
ingructionsfrom the Treasurer of the City upon payment of the purchase pricefor the Bondsin accordance
with the bid therefor when accepted. Executed blank bondsfor registration and issuanceto transferees shal
smultaneoudy, and from time to time thereafter as necessary, be ddivered to the transfer agent for
safekeeping.

Any Bond may betransferred upon the books required to be kept pursuant to this section by the personin
whose name it is registered, in person or by his duly authorized attorney, upon surrender of the Bond for
cancdlation, accompanied by ddivery of aduly executed written instrument of transfer in aform gpproved
by thetransfer agent. Whenever any Bond or Bonds shall be surrendered for transfer, the City shal execute
and the trandfer agent shdl authenticate and deliver a new Bond or Bonds, for like aggregate principa
amount. The transfer agent shdl require payment by the bondholder requesting the transfer of any tax or
other governmenta charge required to be paid with respect to the transfer. The City shall not be required:

(i) to issue, register thetransfer of or exchange any Bond during aperiod beginning at
the opening of busness 15 days before the day of the giving of a notice of
redemption of Bonds sdected for redemption as described in the form of Series
1986 Bonds contained in Section 19 of this Ordinance and ending at the close of
business on the day of that giving of notice

(ii) to regigter the transfer of or exchange any Bond so selected for redemption in
wholeor in part, except the unredeemed portion of Bonds being redeemed in part.
The City shdl give the trandfer agent notice of a call for redemption at least 20
days prior to the date such notice of redemption isto be given.

Thetransfer agent shall keep or causeto be kept, at its principd office, sufficient booksfor theregistration
and trandfer of the Bonds, which shall at dl times be open to inspection by the City; and, upon presentation
for such purpose, thetransfer agent shall, under such reasonable regulations asit may prescribe, transfer or
cause to be transferred, on said books, Bonds as hereinbefore provided.



Chapter 42
Water Revenue Bond
Page 5

If any Bond shdl become mutilated, the City, at the expense of the holder of the Bond, shall execute, and
the transfer agent shdl authenticate and ddliver, anew Bond of like tenor in exchange and substitution for
the mutilated Bond, upon surrender to the transfer agent of the mutilated Bond. If any Bond issued under
thisOrdinance shdl belost, destroyed or stolen, evidence of theloss, destruction or theft may be submitted
to the trandfer gent and, if this evidence is satisfactory to both and indemnity satisfactory to the trandfer
agent shal begiven, andif dl requirementsof any gpplicablelaw including Act 354, Public Actsof Michigan
1972, as amended (? Act 354"); being sections 129.131 to 129.135, inclusive of the Michigan Compiled
Laws have been met, the City, at the expense of the owner, shdl execute, and the transfer agent shall

thereupon authenticate and deliver, a new Bond of like tenor and bearing the statement required by Act
354, or any gpplicablelaw hereafter enacted, in lieu of and in subgtitution for the Bond so lost, destroyed or
golen. If any such Bond shal have matured or shall be about to mature, instead of issuing asubgtitute Bond
the transfer agent may pay the same without surrender thereof.

SECTION 7. PAYMENT OF BONDS

The Series 1986 Bonds and the interest thereon shdl be payable soldly from the net Revenues, and to
secure such payment, thereis hereby created astatutory lienuponthewholeof the net Revenueswhich shdl
be afirg lien to continue until payment in full of the principa of and interest on al bonds payable from the
net Revenues, or, until sufficient cash or Sufficient Government obligations have been deposited in trust for
payment infull of al Bonds of aseriesthen outstanding, principa and interest on such Bondsto maturity, or,
if caled for redemption, to the date fixed for redemption together with the amount of the redemption
premium, if any. Upon depost of cash of Sufficient government Obligations, as provided in the previous
sentence, the statutory lien shall be terminated with respect to that series of Bonds, the holders of that series
shdl have no further rights under this ordinance except for payment from the deposited funds, and the
Bonds of that series shall no longer be considered to be outstanding under this Ordinance.

SECTION 8. BONDHOLDER? SRIGHTS; RECEIVER.

The holder or holders of the Bonds representing in the aggregate not less than twenty per cent (20%) of the
entire principa amount thereof then outstanding, may, by suit, action, mandamus or other proceedings,

protect and enforce the statutory lien upon the net Revenues of the System, and may, by suit, action,

mandamus or other proceedings, enforce and compel performance of al duties of the officers of the City,

induding thefixing of sufficient rates, the collection of Revenues, the proper segregation of the Revenues of

the System and the proper application thereof. The statutory lien upon the Net Revenues, however, shall

not be construed as to compd the sale of the System or any part thereof.

If there is a default in the payment of the principal of or interest upon the Bonds, any court having

jurisdiction in any proper action may gppoint areceiver to administer and operate the system on behdf of

the City and under the direction of the court, and by and with the approval of the court to perform dl of the
duties of the officers of the City more particularly set forth herein and in Act 94.
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The holder or holders of the Bonds shdl havedl other rightsand remedies given by Act 94 and law, for the
payment and enforcement of the Bonds and the security therefor.

SECTION 9. MANAGEMENT; FISCAL YEAR

The operation, repair and management of the System and the acquiring of the Project shall continue to be
under the supervison and control of the City Commission.

SECTION 10.RATESAND CHARGES

Theratesand chargesfor service furnished by and the use of the System and the methods of collection and
enforcement of the collection of the rates shdl be those in effect on the date of adoption of this Ordinance.

SECTION 11.NO FREE SERVICE OR USE

No free service or use of the System, or service or use of the System at lessthan cogt, shdl be furnished by
the System to any person, firm or corporation, public or private, or to any public agency or insrumentdity.

SECTION 12.FIXING AND REVISING RATES, RATE COVENANT

The rates now in effect are estimated to be sufficient to provide for the payment of the expenses of
administration and operation and such expensesfor maintenance of the System as are necessary to preserve
the System in good repair and working order, to providefor the payment of the principal of and interest on
al of the Bonds as the same become due and payable, and the creation and maintenance of the reserve
therefor and to providefor dl other obligations, expendituresand fundsfor the System required by law and
this Ordinance. The rates shdl be fixed and revised from time to time as may be necessary to produce
these amounts, and it ishereby covenanted and agreed to fix and maintain ratesfor servicesfurnished by the
Sysem a al times sufficient to provide for the foregoing.

SECTION 13.OPERATING YEAR

The System shdl be operated on the basis of an operating year which shdl coincide with the City? sfisca
year.

SECTION 14.FUNDS AND ACCOUNTS, FLOW OF FUNDS

Commencing on September 1, 1986, dl Revenues of the System shdl be set aside as collected and credited
to afund to bedesignated WATER SUPPLY SY STEM RECEIVING FUND (the? Recaiving Fund?). In
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addition, on September 1, 1986 dl Revenues in any accounts of the System shdl be transferred to the
Receiving Fund and credited to the funds and accounts as provided in this Section 14. The Revenues
credited to the Recelving Fund are pledged for the purpose of thefollowing fundsand shall betransferred or
debited from the Recelving Fund periodicaly in the manner and a the times and in the order of priority
hereinafter specified:

A.

OPERATION AND MAINTENANCE FUND:

Out of the Revenues credited to the Recelving Fund there shdl be first set asde in, or
credited to, a fund designated OPERATION AND MAINTENANCE FUND (the
? Operation and Maintenance Fund? ), monthly asum sufficient to providefor the payment
of the next month? s expenses of administration and operation of the System and such
current expenses for the maintenance thereof as may be necessary to preservethesamein
good repair and working order.

The City, prior to the commencement of each operating year beginning with the operating
year next commencing after the effective date of this Ordinance, shdl adopt a budget
covering the foregoing expenses for each year. No payments shal be made to the City
from moneys credited to the operation and Maintenance Fund except for services directly
rendered to the System by the City or its personnd.

BOND AND INTEREST REDEMPTION FUND:

There shal be established and maintained a separate depositary fund designated BOND

AND INTEREST REDEMPTION FUND (the ? Redemption Fund?), the moneys on

deposit therein from time to time to be used soldy for the purpose of paying theprincipa

of, redemption premiums (if any) and interes on the Bonds. The moneys in the

Redemption Fund (including the Bond Reserve Account) shal be kept on deposit with the
bank or trust company where the principa of and interest on the Bonds are payable, i.e.,
the transfer agent.

Out of the Revenuesremaining in the Receiving Fund, after provison for the Operation and
Maintenance Fund, there shdl be set asde monthly in the Redemption Fund a sum
proportionately sufficient to provide for the payment when due of the current principd of
and interest on the Bonds, less any amount in the redemption Fund representing accrued
interest onthe Bonds. Commencing September 1, 1986, the amount set aside each month
for interest on the Bonds shall be 1/3 o the total amount of interest on the Bonds next
coming due. The amount set aside each month for principa, commencing September 1,
1986, shdl be 1/3 of the amount of principa next coming due by maturity. If thereisany
deficiency in the amount previoudy set aside, that deficiency shdl be added to the next
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succeeding month? s requirements.

There is established a separate account in the Redemption Fund to be known as the
BOND RESERVE ACCOUNT (the? Bond Reserve Account?). Thedateof ddivery of
the bondsthere shall be deposited into the Bond Reserve Account the lesser of 10 percent
of the outstanding principad amount of the Bonds or the maximum annua debt service
requirements of the Bonds (the ? Reserve Amount?) is on deposit in the Bond Reserve
account, and the Reserve Amount shall be gpproximately reduced to reflect any reduction
in the outstanding principa amount and the maximum annua debt service requirements of
the Bonds.

Except as otherwise provided in this Section, the moneys credited to the Bond Reserve
Account shall be used solely for the payment of the principa of, redemption premiums (if
any) and interest on the Bonds as to which there would otherwise be a default. If at any
time it shal be necessary to use moneys credited to the Bond reserve Account for such
payment, then the moneys so used shdl be replaced from the net Revenuesfirst received
thereafter which are not required for current principal and interest requirements until the
amount on deposit equds the Revenue Amount. If additional Bonds are issued, each
Ordinance authorizing the additional Bondsmay providefor additiona depositsto the Bond
Reserve Account to be made from the proceeds of the additional Bondsin an amount that
will result in the Bond Reserve Account being equd to the maximum annud principa and
interest requirements on the Bonds outstanding after issuance of the additiona Bonds. If, at
the end of any fiscd year the amount in the Bond Reserve Account exceeds the reserve
Amount, then the excess shdl be transferred to the improvement Fund or such other fund
asthe Commisson may desgnate. Excessamountsatributableto investment earningsshdl
be transferred to the Receiving Fund.

REPLACEMENT FUND:

There shdl next be established and maintained a separate depositary fund account,

designated REPLACEMENT FUND (the ? Replacement Fund?), the money credited
thereto to be used solely for the purpose of making repairs and replacements to the
System. Out of the Revenues and moneys of the System remaining in the Recaiving Fund
after provison has been made for the depost of moneys in the Operation and
Maintenance Fund and the Redemyption Fund (including the Bond Reserve Account) there
may be deposited in the Replacement Fund such additiona funds as the City commisson
may deem advisable. If a any timeit shdl be necessary to use moneysin the Replacement
Fund for the purpose for which the Replacement Fund was established, the moneys so
used shdl be replaced from any moneys in the Recalving Fund which are not required by
this Ordinance to be used for the Operation and Maintenance Fund or the Redemption
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Fund (including the Bond Reserve Account).
D. IMPROVEMENT FUND:

Out of theremaining Revenuesin the Recalving Fund, after meeting the requirements of the
Operation and Maintenance Fund and the Redemption Fund (including the Bond Reserve
Account), there may be next set asde in or credited to a fund to be designated
IMPROVEMENT FUND (the ? Improvement Fund?) such sums monthly as the City
Commission may deem advisableto be used for improvements, enlargements or extensons
to the System.

E. SURPLUSMONEYS

Theregfter, any Revenues in the Recalving Fund after satisfying al the foregoing
requirements of this Section may, at the option of the City Commission, be used for any of

the following purposes.

1. Trandferred to the Replacement Fund, the Improvement Fund or both.

2. Trandferred to the Redemption Fund and used for the purchase of Bonds on the
open market at not more than the fair market value thereof or used to redeem
Bonds prior to maturity pursuant to Section 5 of this Ordinance.

3. Tranderred to the generd fund of the City and used for any lawful purpose.
SECTION 15.DEPOSITARY AND FUNDS ON HAND

Moneysinthe severd funds and the accounts established pursuant to this Ordinance, except moneysin the
Redemption Fund (including the Bond Reserve Account) and moneys derived from the proceeds of sale of
the Bonds, may be kept in one or more bank accounts at abank or banks designated by resolution of the
City Commission, and if kept in one bank account the moneys shd| be alocated on the books and records
of the City in the manner and at the times provided in this Ordinance.

SECTION 16.PRIORITY OF FUNDS

Inthe event the moneysin the Recelving Fund areinsufficient to provide for the current requirements of the
Operation and Maintenance Fund or of the Redemption Fund, any moneysor securitiesin other fundsof the
System, except the proceeds of sale of the Bonds, shall be credited or transferred, firdt, to the Operation
and Maintenance Fund, and second, to the Redemption Fund, to the extent of any deficit therein.
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SECTION 17.INVESTMENTS

Moneys in the funds and account established herein and moneys derived from the proceeds of sale of the
Bonds, may beinvested by the City in United States of American obligations or in obligationsthe principa
of and interest on which isfully guaranteed by the united States of American, and moneysderived from the
proceeds of sdle of the Bonds may aso be invested in certificates of deposit of any bank whose deposits
areinsured by the Federal Deposit Insurance Corporation. Investment of moneysin the Redemption Fund
being accumulated for payment of the next maturing principa or interest payment of the Bonds shdl be
limited to obligations bearing maturity dates prior to the date of the next maturing principa or interest
payment on the Bonds. Investment of moneysin the Bond Reserve Account shdl be limited to obligations
bearing maturity dates or subject to redemption, at the option of the holder thereof, not later than five years
from the date of the investment. In the event investments are made, any securities representing the same
shall be kept on deposit with the bank or trust company having on deposit the fund or funds or account from
which the purchase was made. Profit redized or interest income earned on investment of funds in the
Recelving Fund, Operation and Maintenance Fund, Redemption Fund (including the Bond Reserve
Account), and Improvement Fund shall be deposited in or credited to the Receiving Fund at theend of each
fiscd year.

SECTION 18.BOND PROCEEDS

From the proceeds of the sdle of the Bondsthere shall beimmediatdly deposited in the Redemption Fund an
amount equa to the accrued interest and premium, if any, received on the ddivery of the Bonds. The
balance of the proceeds of the sdle of the Bonds shall be deposited in a bank or banks, designated by the
City Treasurer, qualified to act as depository of the proceeds of sale under the provisions of Section 15 of
Act 94, in an account designated CONSTRUCTION FUND (the? Congtruction Fund?). Moneysinthe
Congtruction Fund shdl be applied solely in payment of the cost of the Project, including any engineering,
legd and other expensesincident thereto and to the financing thereof. Paymentsfor congtruction, either on
account or otherwise, shdl not be made unlessthe registered engineer in charge of such work shdl filewith
the City Commission asigned statement to the effect that the work has been completed in accordance with
the plans and specifications therefor; that it was done pursuant to and in accordance with the contract
therefor (including properly authorized change orders), that such work is satisfactory and that suck work
has not been previoudy paid for.
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Any unexpended balance of the proceeds of sde of the Bondsremaining after completion of the Project in
the Congtruction Fund may, in the discretion of the City Commission, be used for further improvements,
enlargements and extenson to the System, if:

() At thetime of such expenditures, such useisgpproved by the Department
of Treasury, if such permisson is then required by law.

(i) Redemption of the Bond is not required under Section 24 of this
Ordinance.

Any remaining balance after such expenditure shal be paid to the Redemption Fund and may be used for
the purpose of purchasing Bonds on the open market at not more than the fair market va ue thereof, but not
more than the price a which the Bonds may next be caled for redemption, or used for the purpose of
paying principa of the Bonds upon maturity or caling Bonds for redemption.

SECTION 19.BOND FORM

The Bonds shdl bein subgantidly the following form:
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UNITED STATES OF AMERICA
STATE OF MICHIGAN
COUNTY OF LAPEER
CITY OF LAPEER
WATER SUPPLY SYSTEM REVENUE BOND,
SERIES 1986

Interest Rate Maturity Date Date of Origind Issue CUSIP
September 25, 1986

REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

The CITY OF LAPEER, County of Lapeer, State of Michigan (the ? City?), for value received, hereby
promisesto pay the Principa Amount shown abovein lawful money of the United States of Americantothe
registered owner specified above on the Maturity Date specified above, unless prepaid prior thereto as
hereinafter provided, with interest thereon from the Date of Origina Issue or such later date to which
interest has been paid, until paid at the Interest Rate per annum specified above, payable on May 1, 1987,
and semiannudly theresfter.  Principd of this bond is payable a the principd office of
or such other transfer agent asthe City may
hereinafter designate by notice mailed to the registered owner not less than 60 days prior to any interest
payment date. Interest on thisbond is payable to the registered owner of record as of the 15th day of the
month preceding the payment date as shown on the registration books kept by the transfer agent by check
or draft mailed to the registered owner at the registered address, and for the prompt payment thereof, the
revenues of the Water Supply System of the City (collectively the? Systen??), including al gppurtenances,
extensonsand improvementsthereto, after provison has been madefor reasonable and necessary expenses
of operation, maintenance and adminigtration (the? Net Revenues? ), areirrevocably pledged and agtatutory
firg lien thereon is hereby recognized and created.

Thisbond isone of aseries of bonds of even origina issue date aggregeting the principa sum of $395,000
issued pursuant to Ordinance No. __, duly adopted by the City Commission of the City, and under andin
full compliance with the Condgtitution and statues of the State of Michigan, including specificdly Act 94,
Public Acts of Michigan, 1933, as amended, for the purpose of paying part of the cost of acquiring and



Chapter 42
Water Revenue Bond
Page 13

congtructing repairs, replacements, additions, extensons and improvements to the System.

For acomplete atement of the revenuesfrom which and the conditions under which thisbond ispayable, a
gtatement of the conditions under which additiona bonds of equa standing may heresfter beissued and the
genera covenants and provisions pursuant to which this bond is issued, reference is made to the above-
described Ordinance.

Bonds or portions of bonds in multiples of $5,000, of this issue maturing in the year 1995 and theresfter
may be redeemed at the option of the City, in inverse order of maturity and within any maturity by lot, on
any interest payment date on or after November 1, 1995 at par and accrued interest to the date fixed for
redemption plus a premium expressed as a percentage of par vaue asfollows:

2% of the par value of each bond or portion thereof caled for redemption on or after
November 1, 1995, but prior to October 1, 1997,

1?% of the pay vaue of each bond or portion thereof called for redemption on or after
November 1, 1997, but prior to October 1, 1998; and

1% of the par vaue of each bond or portion thereof caled for redemption on or after
November 1, 1998, but prior to October 1, 1999;

No premium shdl be paid on bonds called for redemption on or after November 1, 2000.

In case less than the full amount of an outstanding bond is caled for redemption, the transfer agent upon
presentation of the bond called in part for redemption shdl regiter, authenticate and ddliver to theregistered
owner anew bond in the principa amount of the portion of the origina bond not called for redemption.

Notice of redemption shal be given to the registered owners of the bonds to be redeemed by mailing of
such notice not lessthan thirty (30) days prior to the date fixed for redemption to the registered owner at the
address of the registered owner as shown on the registration books of the City. Bonds so caled for
redemption shdl not bear interest after the date fixed for redemption, provided funds are on hand with the
transfer agent to redeem the bonds caled for redemption.

This bond is a sdf-liquidating bond and is not a generd obligation of the City and does not condtitute an
indebtedness of the City within any condtitutiona or Satutory limitation, but is payable, both asto principd
and interest, solely from the Net Revenues of the System. The principa of and interest on this bond are
secured by the statutory lien hereinbefore mentioned.

The City has covenanted and agreed, and does hereby covenant and agreeto fix and maintain at al times
while any bonds payable from the Net Revenues of the System shdl be outstanding, such rates for service
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furnished by the System asshd| be sufficient to providefor payment of theinterest upon and the principd of
the bonds of thisissue and any additiona bonds of equa standing as and when the same shal become due
and payable, and to maintain a bond redemption fund (including abond reserve account) therefor; to
providefor the payment of expenses of administration and operation and such expensesfor maintenance of
the System as are necessary to preserve the same in good repair and working order, and to provide for
such other expenditures and funds for the System as are required by the ordinance.

Thisbond istransferable only upon the books of the City kept for that purpose a the office of the transfer
agent by the registered owner hereof in person, or by his atorney duly authorized in writing, upon the
surrender of this bond together with awritten instrument of transfer satisfactory to the transfer agent duly
executed by the registered owner or hisattorney duly authorized inwriting, and thereupon anew registered
bond or bonds in the same aggregate principa amount and of the same maturity shal be issued to the
transferee in exchange therefor as provided in the Ordinance authorizing the bonds, and upon the payment
of the charges, if any, therein prescribed.

It is hereby certified and recited that al acts, conditions and things required by law precedent to and inthe
issuance of thisbond and the series of bonds of which thisis one have been done and performed in regular
and due time and form as required by law.

Thisbondisnot valid or obligatory for any purpose until thetransfer agent? sCertificate of Authenticationon
this bond has been executed by the transfer agent.

IN WITNESS WHEREOF, the City of Lapeer, Count of Lapeer, State of Michigan, by its City
Commission, has caused this bond to be executed with the facsmile signatures of its Mayor and its Clerk
and its corporate sedl to be printed on this bond, al as of the twenty-fifth day of September, A.D. 1986.

CITY OF LAPEER

By

Mayor
(Sed)

Countersigned:

Clerk
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(FORM OF TRANSFER AGENT? S CERTIFICATE OF AUTHENTICATION)

Certificate of Authentication

This bond is one of the bonds described in the within-mentioned Ordinance.

Trander Agent

By

Authorized Signatory

Date of Regidration:
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SECTION 20. COVENANTS

The City covenants and agrees with the holders of the Bonds that so long as any of the Bonds remain
outstanding and unpaid asto ether principd or inters -

@

(b)

(©

(d)

The City will maintain the System in good repar and working order and will
operaethesameefficiently and will faithfully and punctudly performdl dutieswith
reference to the System required by the Condtitution and laws of the State of
Michigan and this Ordinance.

The City will keep proper books of record and account separate from all other
records and accounts of the City, in which shall be madefull and correct entries of
al transactions relating to the System. The City shal have an annud audit of the
books of record and account of the System for the preceding operating year made
each year by an independent certified public accountant, and a copy of the audit
shdl be mailed to the manager of each syndicate or account origindly purchasing
any issue of theBonds. Theauditor shdl comment on the manner inwhich the City
is complying with the requirements of the Ordinance with respect to setting aside
and investing moneys and meeting the requirements for acquiring and maintaining
insurance. The audit shal be completed and so made available not | ater than four
(4) months after the close of each operating year.

The City will maintain and carry, for the benefit of the holders of the Bonds,
insurance on dl physica properties of the System and liability insurance, of the
kinds and in the amounts normdly carried by municipdities engaged in the
operation of water supply systems. All moneysreceived for losses under any such
insurance policies shdl be applied solely to the replacement and restoration of the
property damaged or destroyed, and to the extent not so used, shall be used for
the purpose of redeeming or purchasing Bonds.

The City will not sdll, lease or dispose of the System, or any substantid part, until
al of the Bonds have been paidinfull, both asto principa and interest or provison
made thereof as herein provided the City will operate the System as economically
aspossible, will makedl repairsand replacements necessary to keep the Systemin
good repair and working order, and will not do or suffer to be doneany act which
would affect the System in such away asto have amaterid adverse effect on the
security for the Bonds.
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the City will not grant any franchise or other rights to any person, firm or
corporation to operate a System that will compete with the System and the City
will not operate a system that will compete with the System.

The City will cause the Project to be acquired and congtructed promptly and in
accordance with the plans and specification therefor.

SECTION 21.ADDITIONAL BONDS

Except as hereinafter provided, the City shal not issue additional Bonds of equal or prior standing with the

Series 1986 Bonds.

The right is reserved in accordance with the provisons of Act 94, to issue additional Bonds payablefrom
the Revenues of the Sysem which shdl be of equa standing and priority of lien on the Net Revenues of the
System with the Bonds but only for the following purposes and under the following terms and conditions:

@

(b)

To complete the Project in accordance with the plans and specifications therefor.
Such bonds shdl not be authorized unless the engineersin charge of congtruction
shdl execute a certificate evidencing the fact that additiona funds are needed to
complete the Project in accordance with the plans and specificationstherefor and
gtating the amount that will be required to completethe Project. If such certificate
shdl be 0 executed and filed with the City Clerk, it shal be the duty of the
Commissionto providefor and issue additiona revenue bondsin theamount stated
in said certificate to be necessary to complete the Project in accordance with the
plans and specifications plus an amount necessary to issue such bonds or to
provide for part or dl of such amount from other sources.

For subsequent repairs, extensons, enlargementsand improvementsto the System
or for the purpose of refunding part of any Bonds then outstanding and paying
cogsof issuing such additiona Bondsincluding depositswhich may berequired to
be made to the Bond Reserve Account. Bonds for such purposes shall not be
issued pursuant to the subparagraph:

@ Unless the average actud or augmented Net revenues of the System for
the then last two (2) preceding twelve month operating years or the actua
or augmented Net Revenuesfor the last preceding twelve month operating
year, if the same shdl be lower than the average, shdl be equd to at least
one hundred twenty-five (125%) percent of the average amount of
principa and interest thereafter maturing in any operating year on the then
outstanding Bonds and on the additional Bonds then being issued. If the
additiond Bonds are to be issued in whole or in pat for refunding
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outstanding Bonds the average annud principa and interest requirements
shdl be determined by deducting from the principd and interest
requirements for each operating year the annud principa and interest
requirements of any bond to be refunded from the proceeds of the
additional Bonds. For purposes of this subparagraph.

The City may dect to use as the lagt preceding operating year any
operating year ending not more than sixteen months from the date of

delivery of the additional Bonds and as the next to the last preceding

operating year, any operating year ending not more than twenty-eight
months from the date of delivery of the additional Bonds. If the System
rates, fees or charges shal be increased a or prior to the time of
authorizing the additional Bonds, the Net Revenues for each of the two
preceding operating years shdl be augmented by an amount reflecting the
effect of theincrease had the Systen? shillings during such operaing years
been at theincreased rates. In addition., theactua Net Revenuesfor each
of the two preceding operating years may be augmented by the estimated
increase in Net Revenues to accrue as a result of the acquisition of the
repairs, extensons, enlargements and improvements to the System to be
paid for in whole or in part from the proceeds of the additional Bondsto
beissued. Inaddition, the actuad net Revenues may be augmented by an
amount equd to theinvestment income representing interest on investments
estimated to be received each operating year from the addition to the
Bond Reserve Account to be funded from the proceeds of the additional

Bonds being issued. Determination by the City Commisson as to

existence of condiitions permitting theissuance of additional Bondsshdl be
conclusve. No additiond Bondsof equa standing asto the net Revenues
of the System shal beissued pursuant to the authorization contained in this
ubparagraph if the City shdl then be in default in meking its required
payments to the Operation and Maintenance Fund or the Redemption

Fund.

For refunding a part of the outstanding Bonds and paying costs of issuing
such additional Bonds including deposits which may be required to be
madeto the Bond Reserve Account. No additional Bonds shdl beissued
pursuant to this subsection unless the maximum amount of principa and
interest maturing in any operating year after giving effect to the refunding
shdl belessthan the maximum amount of principa and interest maturingin
any operating year prior to giving effect to the refunding.
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SECTION 22.DEPARTMENT OF TREASURY APPROVAL; SALE OF BONDS

The Treasurer shdl, if required by Act 94, make gpplication to the Municipa Finance Divison or to the
State Treasurer for authority to issue and sdll the Series 1986 Bonds. The City Commission shdl, if the
Series 1986 Bonds are sold at public sale, adopt aform of notice of sale for the Series 1986 Bonds and,
upon approva of the Department, if such approva isrequired, the City Clerk shdl fix adatefor sdeof the
Series 1986 Bonds and publish the notice of salein the Michigan Investor or the Detroit legdl news, Detrait,
Michigan. The City Commission shdl receive bidsfor the Series 1986 Bonds (unlessthe Bondsare sold in
a sde to the Bond Bank), award sde of the Series 1986 Bonds to the successful bidder determined in
accordance with Act 94 and this Ordinance, and take dl further necessary steps to issue and deliver the
Series 1986 Bonds.

SECTION 23.COVENANT TO COMPLY WITH PROVISIONS OF PROPOSED TAX
REFORM ACT OF 1985

The City hereby covenants to use its best efforts, to the extent permitted by law, to comply with the
requirements of the Internal Revenue Code of 1954, as currently amended, and the requirements of H.R.
3838, the Tax Reform Act of 1985 (the? Bill?), to preserve the tax exemption of theinterest onthe Bonds,
unless, in the opinion of bond counsd, fallure to comply with the requirements of the Bill would not impair
the exemption of interest on the Bondsfrom federa income or State of Michigan taxation. The City hereby
designates this issue of bonds as ? qudified project bonds? for the purposes of the Bill or any smilar
amendments to the United States Internd Revenue Code asfindly enacted.

SECTION 24.REPEAL, SAVINGS CLAUSE

All ordinances, resolutions or order, or partsthereof, in conflict with the provisionsof thisOrdinanceare, to
the extent of such conflict, repeded.

SECTION 25.SEVERABILITY; PARAGRAPH HEADINGS; AND CONFLICT

If any section, paragraph, clause or provison of this Ordinance shdl be held invalid, the invdidity of such
section, paragraph, clause or provision shdl not affect any of the other provisons of this Ordinance. The
paragraph heading in the Ordinance are furnished for convenience of reference only and shdl not be
considered to be part of this Ordinance.

SECTION 26.PUBLICATION AND RECORDATION
This Ordinance shdl be published in full in The Lapeer County Press, anewspaper of generd circulaionin

the City qudified under State law to publish legd notices; promptly after its adoption, and shal berecorded
inthe Ordinance Book of the City and such recording authenticated by the signatures of the Mayor and City
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Clerk.
SECTION 27.APPLICATION TO BOND BANK

The City Clerk ishereby authorized to make application to the Michigan Municipa Bond Authority and to
file any additiona gpplications for approva of the Bonds by the Department of Treasury. The City

Commission shdl determine by resolution whether to sell the Bondsto the Bond Bank or by public de. If
the Bonds are sold to the Bond Bank, then the taxes collected by the State of Michigan (the? State? ) and
returned to the City or State revenue sharing monies shal be pledged for the payment of the Bonds and
Bond form contained in Section 19 of this Ordinance shdl be amended to reflect this pledge. The City
Manager of the City shdl negotiate an agreement with the Bond Bank for payment of such taxesto the
Bond Bank or atrustee pursuant to the provisons of Section 23 of the Bond Bank? s enabling act.

SECTION 28.EFFECTIVE DATE

This Ordinance shal be effective on adoption.



