ORDINANCE NO. 44

AN ORDINANCE RELATING TO THE WATER SYSTEM OF THE CITY OF
DIETRICH, IDAHO; AUTHORIZING THE ISSUANCE OF WATER
REVENUE BONDS; PROVIDING FOR THE COLLECTION AND
DISPOSITION OF THE REVENUES DERIVED FROM SAID SYSTEM;
PROVIDING OTHER DETAILS IN CONNECTION THEREWITH; AND
PROVIDING THE EFFECTIVE DATE HEREOF.

WHEREAS, the City of Dietrich (herein the "City") in the
County of Lincoln, State of Idaho, is a municipal corporation duly
organized and existing under the general laws of the State of
Idaho; and

WHEREAS, the City now owns and operates and does hereby
determine that it shall continue to operate a water system as a
utility for the benefit of the City (herein the "System"); and

WHEREAS, the System is presently in need of improvement,
extension and betterment; and

WHEREAS, the City Council (herein the "Council") has
determined and does hereby determine that the interest of the
community and the public interest and necessity require the
immediate improvement of the System by making the following
improvements and acquisitions: a new supply well, installing
certain water supply, pumping and distribution facilities, and all
other appurtenances necessary, useful and convenient in connection
therewith (herein the "Project"); and

WHEREAS, for the purpose of permanently financing a portion of
the cost of the Project, the Council further deems it necessary to
issue its water revenue bonds in the principal amount of up to
$130,000, payable solely from the revenues of said System pursuant
to the Revenue Bond Act (herein the "Act"), cited as Sections
50-1027 through 50-1042, Idaho Code, as amended, and all laws
thereunto enabling; and '

WHEREAS, at a special bond election duly held on November 5,
1991, there was submitted to the qualified electors of the City the
following question:

Shall the City of Dietrich, Idaho issue its water revenue
bonds, in the aggregate principal amount of not more than
$130,000, or so much thereof as may be necessary, for the
purpose of providing funds with which to renovate, improve,
upgrade, and better the domestic water system of the City,
said bonds to mature serially commencing at the expiration of
one (1) year from their date and ending not more than thirty
(30) years from their date and to bear interest at a rate or
rates to be determined by an ordinance or resolution of the
City, as more fully provided in Ordinance No. 42, signed and
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approved the 16th day of September, 1991 the principal of and
the interest on said bonds to be payable solely from the net
revenues to be derived from the operation of the City’'s water
system?

WHEREAS, said question was approved by more than a majority of
the qualified electors of the City voting at said election and the
results are hereby so declared; and

NOW, THEREFORE, BE IT ORDAINED BY THE MAYOR AND COUNCIL OF THE
CITY OF DIETRICH, IDAHO:

Section 01. Short Title. This Ordinance may be designated by
the short title "1992 Water Revenue Bond Ordinance".

Section 02. Definitions. The terms defined in this Section,
except where the context requires otherwise, shall have the
following meanings:

"Act" means the Revenue Bond Act as defined herein.
"Bond Fund" means the "1992 Water Revenue Bond Fund."

"Bond", "1992 Bond", or "1992 Bonds" means the bond or bonds
entitled "City of Dietrich Water Revenue Bond, 1993 Series A or B"
or any bonds issued in substitution therefor.

"Bond Ordinance" means this 1992 Water Revenue Bond Ordinance.

"Consulting Engineer" means Forsgren Associates, P.A., or any
other qualified registered or licensed professional engineer
practicing under the laws of the State of Idaho.

"Gross Income", "Gross Revenues", "Income" or "Revenues"'" means
all income and revenue derived by the City from any rates, fees,
tolls and charges for the services furnished by, or the use of, the
System as the same may at any time exist to serve customers within
or outside the municipal 1limits, whether resulting from
improvements or otherwise.

"Fiscal Year" means the twelve (12) months commencing October
1 of any year and ending September 30 of the following year or such
other fiscal year as may subsequently be required by state law.

"Holder" means the registered owner of the Bonds.

"Independent Accountant" means any certified public accountant
practicing under the laws of the State of Idaho who is independent
and not an officer or employee of the municipality.

"Insured Bank" means a bank qualified to accept public

deposits under state law which is a member of the Federal Deposit
Insurance Corporation.
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"Net Income" or "Net Revenues" means the remaining revenues of
the System after deducting Operation and Maintenance Expenses.

"Operation and Maintenance Expenses" means all reasonable and
necessary current expenses of the municipality, paid or accrued,
for operating, maintaining and repairing the System, including
legal and overhead expenses of the municipality directly related to
the administration of the System, insurance premiums, audits,
charges of depository banks and paying agents, professional
services, salaries, administrative expenses, labor, and the cost of
materials and supplies for current operation, but not including
depreciation, legal liabilities not based on contract, the cost of
improvements to the System, or charges for the accumulation of
reserves.

"Paying Agent" means First Security Bank of Idaho, N.A., or,
as to any Bond owned or insured by the Farmers Home Administration
(herein "FmHA") of the United States Department of Agriculture, at
any local county office of the FmHA, or at such other place as the
FmHA shall have designated in writing.

"Project" means the improvements and construction program to
be financed in part by the 1992 Bond and described above.

"Project Engineer" means the Consulting Engineer hired by the
City for the Project.

"Purchaser" means the FmHA or other purchaser of the 1992 Bond
or manager of any purchasing syndicate.

"Registrar" means the Bond Registrar, the City Clerk for the
City of Dietrich, Idaho, so designated for registration and
transfer of the Bonds pursuant to this Bond Ordinance and the Idaho

Registered Public Obligations Act, Chapter 9, Title 57, Idaho Code,
as amended.

"Reserve Fund" means the "1992 Water Revenue Bond Reserve
Fund®.

"Revenue Bond Act" or "Act" means Sections 50-1027 through
50-1042, Idaho Code, as amended.

"System" means all of the City’s water system, and its water
facilities and properties now owned or hereafter acquired, whether
situated within or without the City boundaries.

: Section 03. Ratification. All consistent action taken

previously by the Council and the municipal officers directed
toward the Project and toward the issuance of its revenue bonds for
that purpose is ratified, approved and confirmed.

Sgction 04. Authorization of Project. The Project is
authorized at a total cost of approximately $603,000 and the
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necessity thereof is hereby declared. Of this amount,
approximately $500,000 will be defrayed from sources other than
bond proceeds. The Project is briefly and generally described as
consisting of the improvement of the System by making the following
improvements and acquisitions: a new supply well, installing
certain water supply, pumping and distribution facilities, and all -
other appurtenances necessary, useful and convenient for the
treating, purifying, collection, and distribution of domestic water
within the City of Dietrich, Idaho, all as more particularly
described in the Consulting Engineer’s report, as supplemented, and
plans and specifications which have heretofore been prepared and
filed by the Consulting Engineer, a qualified firm of consulting
engineers chosen for that purpose, which report and plans and
specifications are available for inspection in the Office of the
City Clerk.

Section 05. Authorization of Bonds and Sale Thereof. For the
purpose of providing funds to pay a portion of the cost of the
Project, 1992 Bonds in the principal amount of $130,000 shall be
issued and be payable both as to principal and interest, solely
from the Net Revenues of the System, and the City shall pledge
irrevocably such Net Revenues to the payment of said Bonds and the
interest thereon, the proceeds thereof to be used solely for the
aforesaid purpose, pursuant to the Revenue Bond Act. The sale of
the Bonds to the Purchaser in accordance with its Loan/Grant
Approval Conditions is hereby accepted and confirmed. The Mayor,
Clerk, and Treasurer are hereby authorized to execute such
documents as may be necessary to effect the sale of the Bonds.

Section 06. Description of Bond. The Bond shall be dated the
date of closing and delivery of the Bond, shall consist of two
bonds, one bond in the denomination of $120,000 numbered R-1 and
one in the denomination of $10,000 numbered R-2 one (1), shall bear
interest from the date of delivery at a rate of five and one-half
percent (5.50%) per annum, and together with equally amortized
payments of principal, shall be payable to the Holder on January 6

in each year, commencing on January 6, 1994 and shall be
substantially in the form set forth in Exhibit "A" attached hereto
and by this reference incorporated herein, all unless otherwise
agreed to by the Holder.

Section 07. Payment of Bonds; Pledge of Net Revenues.

a) The principal of and interest on the Bond are payable in
lawful money of the United States of America to the Holder thereof,
without deduction for exchange or collection charges, whose name
and address shall appear on the registration records of the City
(the "Bond Register") maintained by the Bond Registrar, at the
Paying Agent or the FmHA, as the case may be.

b) The Bond, upon the surrender thereof at the Office of the

City Clerk for the City of Dietrich, Idaho, with a written
instrument of transfer duly executed by the registered owner or its
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duly authorized attorney, may, at the option of the registered
owner and at its expense, be exchanged for serial bonds, in
registered form, in the aggregate principal amount then remaining
unpaid, bearing the same interest rate, maturing semi-annually on
January 6 and July 6 (or as otherwise directed by the Holders) of
each of the remaining years of the original term of this Bond and
dated as of the year during which the surrender and exchange is
effected. Serial bonds so issued shall be redeemable according to
the provisions of this Bond Ordinance.

c) The City hereby pledges the Net Revenues to the punctual
payment of the Bond.

Section 08. Prior Redemption and Prepayment. Prepayments
shall be made on the date, at the place, and in the manner provided
herein for making regularly scheduled annual installments, and
partial prepayments shall be in the amount of or in integral
multiples of $1,000, plus accrued interest to the date of such
prepayments, and any such prepayments shall be applied in inverse
order of maturity of the principal payments due under the terms of
the Bond. No partial prepayment shall extend or postpone the due
date of any subsequent annual installment. Any such prepayment
shall be made without penalty, without additional interest or
charges. If serial bonds are issued in substitution for the Bond,
such serial
bonds shall be subject to redemption prior to their respective
maturities, in inverse numerical order, on any principal and
interest payment date without premium or penalty.

Notice of prior redemption or prepayment shall be mailed at
least thirty (30) days prior to the redemption date to each Holder
whose name and address appears on the registration books. So long
as any Bond is owned or insured by the FmHA, notice of prepayment
or redemption shall be mailed to the FmHA at least thirty (30) days
prior to the prepayment or redemption date at such address as the
FmHA may designate. Any notice of redemption or prepayment shall
identify the Bond to be redeemed or prepayment to be made, specify
the redemption or prepayment  date, and state that on such date the
principal amount thereof and accrued interest to the redemption or
prepayment date will become due and payable and thereafter interest
will cease to accrue. After such notice and presentation of said
Bonds, the Bonds called for redemption will be paid.

Section 09. Bond Registration. Each Bond shall be registered
for payment as to both principal and interest. The City Clerk of
the City of Dietrich, Idaho, is appointed bond registrar (herein
the "Registrar" or "Bond Registrar") and shall maintain books for
the registration, transfer and conversion of Bonds, and do all
things authorized by the Idaho Registered Public Obligations Act,
Chapter 9, Title 57, Idaho Code, as amended. The Registrar shall
register or permit to be transferred or discharged from
registration any Bond presented for such purpose subject to said
Act and such reasonable regulations as the Registrar may prescribe
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and after the City is reimbursed for any tax or governmental charge
payable in connection therewith. For the purposes of said
Registered Public Obligations Act, this Bond Ordinance shall
constitute a "system of registration" within the meaning, and for
all purposes, of said Act.

The Bond may be transferred only upon the books for the
registration and transfer of bonds, upon the surrender thereof at
the office of the Bond Registrar, together with a form of transfer
duly executed by the registered owner or his attorney duly
authorized in writing, substantially in the form of Bond set forth
in Exhibit "A". Upon the transfer of any Bond, there shall be
issued in the name of the transferee or transferees a new fully
registered Bond or Bonds of any authorized denomination or
denominations and of the same maturity and interest rate, and of
the same aggregate principal amount as the surrendered Bond. The
new Bond or Bonds shall be dated as of the year during which the
surrender and exchange is effected, and shall bear interest from
the immediately preceding interest payment date to which interest
has been paid or duly provided for.

The Bond Registrar shall not be required to exchange or
transfer any Bond within fifteen (15) days of an interest payment
date or, in the case of any redemption of Bonds, within fifteen
(15) days of the redemption date.

Section 10. Ownership of Bonds. The City and its officers
shall treat the person in whose name any Bond is registered as the
absolute owner, whether or not such Bond shall be overdue. All
payments made as provided in this Ordinance shall be valid and
effectual to discharge the liability upon any Bonds to the extent
of the amount so paid.

Section 11. Execution of Bonds. If their facsimile
signatures are to be printed on the Bonds, the Mayor, Clerk and
Treasurer shall file their manual signatures with the Secretary of
State. Without reasonable delay, the City shall cause definitive
Bonds to be prepared, executed, and delivered, which Bonds may be
typewritten, lithographed or printed with engraved or lithographed
borders at the option of Purchaser. The Bonds shall be manually
signed by the Mayor and manually countersigned by the Treasurer,
which signatures shall be attested by the manual signature of the
Clerk, and the seal of the City shall be imprinted thereon.

In case any of the officers who shall have signed or
countersigned any of the Bonds shall cease to be such officer or
officers of the City before the Bonds so signed or countersigned
shall have been delivered or issued by the City, such Bonds may -
nevertheless be delivered and issued and, upon such delivery and
issue, shall be as binding upon the City as though those who signed
and countersigned the same had continued to be such officers of the
City. Any Bond may also be signed and countersigned on behalf of
the City by such persons as at the actual date of execution of such
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bonds shall be the proper officers of the City although at the
original date of such Bond any such person shall not have been such
officer of the City.

Section 12. Incontestable Recital. Pursuant to the Revenue
Bond Act the Bond herein authorized shall recite that it is issued
pursuant to said Act, which recital shall be conclusive evidence of
its validity and of the regularity of its issuance.

Section 13. Special Obligations. Principal of and interest
on the Bond shall be payable solely out of the Net Income of the
System. The Net Income of the System is pledged for that purpose.
The Holder may not look to any general or other fund for_ the .
payment of Bond principal or interest, except any special funds
pledged therefor. The Bond shall not constitute an indebtedness
nor a debt within the meaning of any constitutional or statutory
provision or limitation and shall not be considered general

obligations of the City. The Bond shall constitute the City’s
special obligation.

Section 14. Period of Facilities'’ Usefulness. The facilities
to be acquired with bond proceeds will be useful for at least
thirty (30) years, i.e., until at least February 1, 2023.

Section 15. Bond Preparation, Execution and Delivery. The
Mayor, Clerk and Treasurer are directed to prepare and execute the
Bond. Thereafter, the Treasurer shall deliver them to the
Purchaser on receipt of the agreed purchase price.

Section 16. Disposition of Bond Proceeds. The proceeds of
the Bond shall be used to immediately repay the interim financing
obtained for construction of the Project. Any proceeds of the Bond
thereafter remaining, and accrued interest, if any, shall be
deposited in the Bond Fund.

Section 17. Fiscal Year. For the purpose of this Bond
Ordinance the System shall be operated upon a fiscal year
commencing October 1 in each year and ending on September 30 of the

following year or such other fiscal year as may subsequently be
required by state law.

Section 18. Income Fund. A special fund and bank account
shall be maintained separate and distinct from all other funds and
accounts of the City to be known as the "Income Fund." So long as
any 1992 Bonds shall be outstanding all income and revenues derived
from the operation of the System shall be deposited into the Income
Fund.

Section 19. Administration of Income Fund. The following
payments shall be made from the Income Fund:

A, Operation and Maintenance Expenses. Firstly, there shall
be set aside each month such reasonable percentage of the
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Income Fund as the City shall determine to be reasonable
and necessary for the proper operation and maintenance of
the System. Any surplus remaining at the end of the
fiscal year and not used for operation. and maintenance
purposes shall be transferred back to the Income Fund.

B Bond Fund Payments. Secondly, from any moneys remaining
in the Income Fund there shall be deposited into a
separate account known as the "1992 Water Revenue Bond
Fund" (herein the "Bond Fund"), the following:

(1) Commencing on the first day of the month immediately
following delivery of the Bond, an amount, in monthly
installments, which, with other monies available
therefor, will be equal to at least one-twelfth (1/12) of
the principal and interest to become due on the next
principal and interest payment date on the Bond. The
monies allocated shall be used solely to pay currently
maturing installments of principal of and interest on the
Bond.

(2) If serial bonds have been substituted for the Bond,
then

(a) Commencing on the first day of the month
immediately following such substitution, an amount
in equal monthly installments which, with other
monies available therefor, will be equal to at
least one-sixth (1/6) of the next installment of
interest on the outstanding 1992 Bonds, and on the
first of each and every month thereafter, one-sixth
(1/6) of the amount necessary to pay the next
maturing installment of interest on the outstanding
1992 Bonds.

(b) Commencing on the first day of the month
immediately following such substitution, an amount
in equal monthly installments which, with other
monies available therefor, will be sufficient to
pay the next semi-annual installment of principal
of the outstanding 1992 Bonds, and on the first of
each and every month thereafter, one-sixth (1/6) of
the amount necessary to pay the next maturing
installment of principal on the outstanding 1992
Bonds.

(3) If the City for any reason shall fail to make
such monthly ‘deposits, then an amount equal to the
deficiency shall be set apart and deposited in the
Bond Fund out of the Net Revenues in the ensuing
month or months, which amount shall be in addition
to the regular monthly deposit required during such
succeeding month or months.
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25 Debt Service Reserve Fund. There is hereby created a
separate account in the Bond Fund known as the "1992

Water Revenue Bond Debt Service Reserve Fund," (herein
the "Reserve Fund"), which shall be maintained by the
Treasurer.

(1) Deposits. Concurrently with the above payments into
the Bond Fund, commencing on the first day of the month
immediately following the delivery date, at least $895.00
per month shall be deposited into the Reserve Fund until
an amount not less than $8,946 (herein "Minimum Reserve")
has been accumulated. After the Minimum Reserve has been
accumulated, an amount shall be deposited annually from
the Income Fund into the Reserve Fund sufficient to

maintain said Reserve Fund in an amount not less than the
Minimum Reserve. P LT

(2) Deficiencies or Withdrawals. Whenever any monies
are withdrawn from the Reserve Fund to pay the principal
of or interest on the Bond, or if a deficiency exists in
such Reserve Fund, then the Treasurer shall, on or before
the 15th day of the month preceding the next principal
and interest payment date, deposit from the Income Fund
into the Reserve Fund an amount sufficient to restore the
amount withdrawn or the amount of the deficiency.

(3) Refunding. In the event refunding bonds are ever
issued, the amount set aside into the Reserve Fund to

secure the payment of the Bonds shall be used to retire
Bonds.

(4) Investments. All monies in the Reserve Fund may be
kept in cash or deposited in institutions permitted by
law in an amount in each institution not greater than the
amount insured by any department or agency of the United
States government, or may be invested and reinvested in
any legal investment permitted for City monies maturing
not later than the last maturity date of any outstanding
Bonds. Interest earned on any such investment shall be
deposited into the Bond Fund.

(5) The monies in the Reserve Fund shall be maintained
as a continuing reserve to be used only for the
following:

(a) Capital Costs. To pay the cost of
reconstruction or improving the System;

(b) Major Maintenance Costs. To pay the costs of
extraordinary and major repairs, renewals,
replacements, or maintenance items appertaining to
such System of a type not recurring annually and
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not defrayed as Operation and Maintenance Expenses;
and

(c) Securities Requirements. To pay principal of
and interest on Bonds, if necessary to prevent a
default.

Payment for Additional Obligations. After making

the above payments, any balance in the Income Fund
may be wused for the payment of principal and
interest on additional Bonds including reasonable
reserves therefor. The lien of additional Bonds on
Net Income shall be on a parity with, or
subordinate to, the lien and pledge of the 1992
Bonds, Any payments in respect of additional
parity bonds shall be made concurrently with those
required by this Section.

Use of Surplus Revenues., After making the above
payments, the remaining Net Income shall be applied
for any of the following purposes:

(1) The additional improvement, extension and
betterment of the System;

(2) The payment of debt service on other
obligations incurred in the acquisition,

construction or improvement of the System;

(3) The redemption or prepayment, in whole or in
part of the Bond, or purchase in the open market
or prior redemption of any Bonds payable from Net
Revenues at the best reasonable price obtainable;

(4) Any other lawful purpose.

Section 20. General Administration of Funds. The funds
and accounts hereof shall be administered as follows:

A.

Places and Times of Deposits or Transfers of Funds.
The above accounts and funds shall be separately

maintained and deposited in one or more bank
accounts in an Insured Bank or Banks. Each account
shall be continuously secured to the extent
required by law and shall be irrevocable and not
withdrawable by anyone for any other purpose.
Payments shall be made into the proper account on
the first day of the month or year, as the case may
be, except when the first day shall be a Sunday or

legal holiday, then payment shall be made on the
preceding secular day. At least five (5) days
prior to any principal and interest payment date,
monies sufficient to pay interest and principal
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