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STAFF REPORT

SUBJECT:

Proposed Ordinance 2008-0227 would authorize the Executive to issue up to $475
million in new Sewer Revenue or double-barreled bonds to fund construction of the
wastewater utility’s capital improvement plan. The proposed ordinance would also
authorize refunding bonds of up to $1 billion, should the right conditions materialize.
Proposed Motions 2010-0228, 2010-0229 and 2010-0230 are placeholder bond sale
motions.

BACKGROUND:

Revenue Bonds :

As the name would imply, these bonds pledge future revenues, in this case, future
sewer revenues towards the repayment of the obligation. Some prior issuances of
bonds to support the Capital Improvement Program have been sold as Limited Tax
General Obligation bonds. When selling LTGO bonds (see Table 1 for examples) on
behalf of the enterprise fund, the County pledges not just revenues from future
enterprise operations, but also pledges the limited “full faith and.credit” of the County
towards repayment of the bonds. This allows the enterprise fund to take advantage of
the County’s LTGO credit rating. These are known as “double-barrel” bonds.

In these cases, the enterprise fund is also required to provide compensation for use of
the higher credit rating to the County’s general fund. This compensation is referred to as
a “credit enhancement payment.” The County’s LTGO debt is rated AAA and Aaa by
Standard and Poor’s and Moody’s, respectively. While still highly rated, the lower
ratings of sewer revenue bonds normally leads to slightly higher rates of interest than do
AAA rated bonds. This is summarized in Table 1. This lower rating for revenue bonds
creates a “credit-spread” that may make it financially advantageous to issue double-
barrel bonds.



Moody's | Standard & Poors |

LTGO Bond Aa1l AAA
Sewer Bonds Aa2 AA+
Highest Possible Rating Aaa ' AAA

# of levels different between
Sewer and LTGO 1 1

Limited Tax General Obligation Bonds: :

LTGO bonds (also known as council manic bonds) are the other type of bonds
commonly issued by the County. These bonds include a promise of the full faith and
credit of the issuing agency. This means that the promise extends only to the taxing
authority of the County without a vote of the people. Bonds issued with voter approval
are referred to as unlimited tax general obligation bonds or simply general obligation
bonds. As noted earlier, bonds issued on behalf of the sewer utility that promise first the
revenues of the wastewater utility then the full faith and credit of King County are known
as double-barrel bonds.

Increased Borrowing Requirements:

With the adoption of the Regional Wastewater Services Plan (RWSP) in 1999, the
County embarked on the largest capital improvement program in the history of the
Wastewater Utility. The major element of the RWSP was the construction of a third
wastewater treatment plant, along with an outfall and the related conveyance system.
In December of 2001, the project was expected to cost about $1.4 billion. Since that
time, however, the estimate has increased to more than $1.8 billion. This very
significant capital program requires a very large amount of debt to finance.

SUMMARY:

Proposed Ordinance 2010-0227 would authorize the issuance and competitive or
negotiated sale of sewer revenue bonds or double-barreled LTGO bonds in an
aggregate amount not to exceed $475,000,000 to provide funds for constructing
improvements to the sewer system as outlined by the Capital Improvement Plan for the
department. The ordinance also sets the terms, definitions, and conditions necessary
for the issuance and sale of the revenue bonds at a term of up to 40 years. Additionally,
the proposed ordinance would grant authority to refund up to $1,000,000,000 of existing
debt should the right economic conditions materialize. This action would only be taken
should the County be able to save a Net Present Value of 5% of the outstanding
principal, consistent with County policy. Table 2 shows the existing WTD debt.



Table 2: Outstanding Sewer Fund Debt'

Sewer Revenue Bonds

Original Principal

Outstanding Principal

2001 Bonds $270,060,000 $219,845,000
2002A Bonds $100,000,000 $94,960,000
2002B Bonds $346,130,000 $226,670,000
2003A Bonds $96,470,000 $90,905,000
2004A Bonds $185,000,000 $185,000,000
2004B Bonds $61,760,000 $57,015,000
2006 Bonds $124,070,000 $124,070,000
2006 (2nd) Bonds $193,435,000 $190,085,000
2007 Bonds $250,000,000 $250,000,000
2008 Bonds $350,000,000 $350,000,000
2009 Bonds $250,000,000 $250,000,000

total

$2,226,925,000

$2,038,550,000

Double-Barreled Bonds

Series 2005

$200,000,000

$200,000,000

Series 2008 $236,950,000 $230,515,000
Series 2009 $300,000,000 $300,000,000
. total $736,950,000 $730,515,000
Variable Rate Debt
2001A $50,000,000 $50,000,000
2001B $50,000,000 $50,000,000
2010A $50,000,000 $50,000,000
2010'B $50,000,000 $50,000,000

Commercial Paper, Series
A

$100,000,000

$100,000,000

total

$300,000,000

$300,000,000

TOTAL

$3,263,875,000

$3,069,065,000

* Denotes LTGO bonds sold on behalf of Sewer Fund with full faith and credit of the County to enhance
the interest rate.

Proposed Motions 2010-0228, 2010-0229 and 2010-0230, which accompanied the
proposed ordinance, are drafts of motions that will be used to accept the winning bid or
approve a purchase contract for the sale of the bonds. In the case of an actual sale or
sales, a revised motion would be prepared for each sale and presented at full Council
on the day of the sale. These types of motions are typically passed without
recommendation as the actual terms of the sale are not yet known.

ANALYSIS:

The proposed ordinance would provide the authority (for two years from the effective
date of the ordinance) for the Finance Manager, in consultation with the County’s
financial advisors, to determine the timing and packaging of the sewer revenue bonds to
a limit of $475,000,000. The proposed issuance of new debt is consistent with the rate
and capacity charge adopted for 2010 and proposed for 2011.

! This only includes the WTD'’s outstanding sewer revenue bonds and double-barrel bonds. in addition,
there is $300 million outstanding in variable rate debt instruments and some small State revolving fund
(SRF) loans and public works trust fund loans.



It should be noted that with adoption of Ordinance 15757, May 2007, the County has
returned to the issuance of 40 year bonds for Wastewater facilities. This is consistent
with the policy that capital improvement projects financed with debt are financed over
the expected life of the asset. While the Brightwater plant (the primary driver of the
Wastewater CIP program) will likely be in service in excess of 40 years, the County’s
financial advisor informed the Operating Budget Committee (which is considering the
2009 wastewater rate and capacity charge) that extending a bond sale beyond the 40
year timeframe would not be financially advisable for the County.

Proposed Ordinance 2010-0227 sets all the terms, definitions, and conditions necessary
for the issuance and sale of bonds. The County’s bond counsel prepared the ordinance
and motions. The proposed ordinance delegates authority to the Finance Manager to
take the necessary steps for the public or negotiated sale of bonds.

Timing:

Currently the Executive is planning two bond sales and at least one refunding sale
under the timeframe covered by this ordinance. There will be an initial sale in July 2010.
In January 2012, approximately $485 million of outstanding debt will be eligible for
refunding. Based on today’s market conditions these bonds would meet the thresholds
necessary for refunding under the County’s policies. The ordinance requests further
authority should conditions continue to be favorable and additional debt becomes
eligible for refunding at lower rates.

Legal Debt Limit

There is no legal limit on the amount of revenue bonds that can be issued; rather, the
limits are of a practical nature. Typically, debt coverage ratios are required before
investors will buy these bonds. This effectively limits how much of these types of bonds
can be sold.

With limited tax general obligation bonds, there are limits other than the practical that
the issuing agency must have the financial capability to repay the bonds. Under
Washington State law (RCW 39.36.020), a county may incur general obligation debt for
general county purposes in an amount not to exceed 2% percent of the assessed value
of all taxable property within the county. This type of debt requires voter approval. State
law requires all property to be assessed at 100 percent of its true and fair value. The
County Council may by resolution authorize the issuance of limited tax general
obligation debt in an amount up to 1% percent of assessed value of property within the
County for general county purposes and 3/4 percent for metropolitan functions, but the
total of limited tax general obligation debt for general county purposes and metropolitan
functions should not exceed 1% percent of assessed value.

The County currently has (as of December 31, 2009) over $1.5 billion of capacity for
limited tax general obligation debt for metropolitan functions. For general county
purposes, over $7.2 billion of capacity remains. When it comes to the capacity available
as a combination of limited tax debt for general county purposes plus metropolitan
functions, over $3.0 billion remains. So, the issuance of double-barreled bonds should
not restrict other debt plans.



Structure of the Bond Sale
The ordinance seeks approval to issue either sewer revenue bonds or double-barreled

bonds backed first with sewer revenues then with the full faith and credit of King County.

The Executive will work with the County’s financial advisor to package the bonds in the
most favorable terms at the time of each sale.

While double-barreled bonds typically lead to higher ratings and therefore lower interest
costs, there are additional tests applied to these sales by the financial markets. It
appears that the first issue of bonds under this ordinance will be sewer revenue bonds.
An additional sale in 2011 may be double-barreled depending on market conditions at
the time. Structuring the ordinance in this way, with flexibility for either type of sale,
allows the County to pursue the lowest interest costs at the time of the sale.

REASONABLENESS:

The adoption of the ordinance with the recommended changes would constitute a
reasonable business decision that would allow for sufficient funding of the Wastewater
utility capital program for 2010 and 2011.

Motions 2010-0228, 2010-0229 and 2010-0230 are placeholder motions and should be

passed without recommendation. They will be held at the Council until such a time as a

bond sale or sales occur. At that time they will be amended to reflect the actual terms of
the sales.

INVITED:

Ken Guy, Director, Finance & Business Operations Division
Nigel Lewis, Senior Debt Analyst, Finance Division

Bob Cowan, Director, Office of Management and Budget
David Thompson, Bond Counsel, Preston Gates & Ellis
Rob Shelley, Financial Advisor, Seattle Northwest

ATTACHMENTS:

Proposed Ordinance 2010-0227
Transmittal Letter

Proposed Motion 2010-0228
Proposed Motion 2010-0229
Proposed Motion 2010-0230
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King County

Seattle, WA 98104

Signature Report

April 29, 2010
Ordinance
Proposed No. 2010-0227.1 Sponsors Patterson

AN ORDINANCE providing long-term financing for capital
needs of the county's sewer system by authorizing the issuance
of sewer revenue bonds and limited tax general obligation
bonds (payable from sewer revenues) of the county in the
aggregate principal amount of not to exceed $475,000,000 to
provide funds for acquiring and constructing improvements to
the sewer system and not to exceed $1,000,000,000 of such
bonds for refunding certain outstanding bonds of the county
payable from sewer revenues; providing for the form, terms
and covenants of such bonds; providing for the sale of the
bonds in one or more series and for a plan of refunding;
establishing funds for the receipt and expenditure of bond
proceeds and for the payment of the bonds; pledging sewer
révenues to pay the principal of and interest on any sewer
revenue bonds issued hereunder; and pledging the annual levy
of taxes and an additional pledge of sewer revenues to pay the
principal of and interest on any limited tax general obligation

bonds (payable from sewer revenues) issued hereunder.

PREAMBLE: |

KING COUNTY Attarhrae

it ]



20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

Ordinance

The county owns and operates facilities for the conveyance and treatment
of sewage and control of combined sewer overflows that include, but are
not limited to, wastewater treatment plants, interceptor and trunk sewers,
pumping stations, regulatér stations, outfall sewers, storm sewers to divert
stormwater from sanitary sewers, lands for application of biosolids,
property rights, and buildings and other structures (collectively the "Sewer
System" or the "System"), all in accordance with a comprehensive plan for
metropolitan water pollution abatement under the authority of chapters
36.56 and 35.58 of the Revised Code of Washington ("RCW").

Long term service agreements with participating municipalities and other
entities (the "Participants") obligate the county to treat and dispose of
sewage collected by the Participants. The Participants must pay the costs
of such services including debt service on bonds payable from sewer
revenues, including the bonds authorizéd herein, and other indebtedness
payable from and secured by sewer reQenues. Comparable rates and
charge have been established for customers who deliver sewage to the
System but are not subject to a contract with the county for such service.
In accordance with RCW 35.58.200(3), the county has declared that the
health, safety and welfare of people within the metropolitan area require
that certain Participants discharge sewage collected by such Participants
into facilities .of the System.

The county has issued the following series of sewer revenue bonds with a

senior lien on revenues of the Sewer System (the "Parity Bonds™"):
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Designation Ordinance  Date of Issue Original
i’rincipal
2001 Bonds 14225 11/28/2001 $270,060,000
2002A Bonds 14406 8/14/2002 100,000,000
2002B Bonds 14406 10/03/2002 346,130,000
2003A Bonds 14406 4/24/2003 96,470,000
2004A Bonds 14753 3/18/2004 185,000,000
2004B Bonds 14753 3/18/2004 61,760,000
2006 Bonds 15385 5/16/2006 124,070,000
2006 (2nd) Bonds 15385 11/30/2006 193,435,000 |
2007 Bonds 15758 6/26/2007 250,000,000
2008 Bonds 16133 8/14/2008 350,000,000
2009 Bonds 16133 8/12/2009 250,000,000

The county has issued the following series of limited tax general

obligation bonds additionally secured by a lien on revenues of the

Sewer System junior and subordinate to the lien thereon of the

Parity Bonds (the "Parity Lien Obligations"):

Designation Ordinance  Date of Issue Original
Principal
Series 2005 15033 4/21/2005 $ 200,000,000

Outstanding
Principal
(2/1/2010)
$219,845,000
94,960,000
226,670,000
90,905,000
185,000,000
57,015,000
124,070,000
186,810,000
250,000,000
350,000,000

250,000,000

Outstanding

Principal

(2/1/2010)

$ 200,000,000




Ordinance

Series 2008 15779 2/12/2008 236,950,000 230,515,000

Series 2009 16133 4/8/2009 300,000,000 300,000,000
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The county may have opportunities to refund all or portions of the
currently outstanding Parity Bonds and Parity Lien Obligations (the
"Refunding Candidates") and thereby realize savings to the county and
ratepayers of the Sewer System. It is deemed necessary and advisable that
the county authorize the issuance and sale of not to exceed $1 ,000,000,000
principal amount of its bonds payable from sewer revenues (the
"Refunding Bonds") for such réfunding opponunities, as provide'd‘ herein.
It is deemed necessary and desirable that the county also authorize the
issuance and sale of its bonds payable from sewer revenues in the
aggregate principal amount of $475,000,000 (the "Project Bonds") to pay
costs of certain capital improvements to the System, in accordance with
the comprehensive plan.

Since market conditions can change quickly, it is in the best interest of the
county to delegate to the qounty’s Finance Director authority to sell the
Refunding Bonds and the Project Bonds in one or more series, as either
Parity Bonds or Parity Lien Obligations, or a combination thereof, by
competitive bid or negotiated sale, as provided in this ordinance; provided

that the aggregate principal amount of Project Bonds may not exceed

'$475,000,000 and the aggregate principal amount of Refunding Bonds

may not exceed $1,000,000,000, and provided further that the sale of any
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Series of the Bonds will be ratified and confirmed by motion of the

council, as provided herein.

The ordinances authorizing the issuance of the outstanding Parity Bonds

and Parity Lien Obligations all provide that the county may issue

additional Parity Bonds and additional Parity Lien Obligations if certain

conditions are met. By each Sale Motion the county council must find that

the applicable parity conditions have been or will be met for each series of

Bonds issued hereunder

BE IT ORDAINED BY THE COUNCIL OF KING COUNTY:

SECTION 1. Definitions. The following words and terms as used in this
ordinance have the following meanings for all purposes of this ordinance, unless some
other meaning is plainly intended.

"Accreted Value" means with respect to any Parity Bonds that are Capital
Appreciation Bonds, as of any date of calculation, the sum of the amounts set forth in the
ordinance, resolution or motion authorizing such bonds as the amounts represehting the
initial principal amount of such bonds plus the interest accumulated, compounded and
unpaid thereon as of the most recent compounding date, as provided in the ordinan(_:e,
resolution or motion authorizing the issuance of such bonds; provided that if such
calculation is not made as of a compounding date, such amount shall be determined by
straight-line interpolation as of the immediately preceding and the immediately
succeeding compounding dates.

"Additional Subordinate Lien Obligations” means those revenue bonds or other

revenue obligations that may be issued by the county in the future with a lien on Revenue

_..11_.
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Ordinance

of the System equal to the lien thereon of the Commercial Paper Notes and the Bank
Note.

"Agency Customer" means any city, town, water-sewer district or other political
subdivision, person, firm, private corporation or other entity that collects sewage from
customers and disposes of any portion of that sewage into the Metropolitan Sewerage
System and is not a Participant.

"Annual Debt Service” means, with respect to any calendar year, the sum of the
following:

¢)) The interest due for all outstanding Parity Bonds and Parity Lien
Obligations (i) on all interest payment dates (other than J anuar}; 1) in such calendar year,
and (ii) on January 1 of the next succeeding year, and any Payment Agreement Payments
due on such dates in respect of any Parity Payment Agreements and Parity Lien

Obligation Payment Agreements, minus any Payment Agreement Receipts due in such

period in respect of any Parity Payment Agreements and Parity Lien Obligation Payment

Agreeménts.

(i) = For purposes of calculating the amounts required to pay interest on
Parity Bonds or Parity Lien Obligations, capitalized interest and accrued interest pa_id to
thg county upon the issuance of Parity Bonds or Parity Lien Obligations shall be
excluded.

(1) The amount of interest deemed to be payable on any issue of
Variable Rate Parity Bonds or Variable Rate Parity Lien Obligations shall be calculated
on the assumption that the interest rate on those bonds would be equal to the rate (the

"assumed RBI rate") that is 90% of the average Bond Buyer Revenue Bond Index or
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comparable index during the fiscal quarter preceding the quarter in which the calculation
is made; provided, however, that for purposes of determining actual compliance in any
past calendar year with the rate covenant made in Section 18 of this ordinance, the actual
amount of interest paid on any issue of Variable Rate Parity Bonds or Parity Lien
Obligations shall be taken into account.

(2) The principal due (at maturity or upon the mandatory redemption of Term
Bonds prior to their maturity) for all outstanding Parity Bonds and Parity Lien
Obhigations (1) on all principal payment dates (other than January 1) of such calendar year
and (ii) on January 1 of the next succeeding year.

In the case of Capital Appreciation Bonds, the Accreted Value due at maturity or
upon the mandatory redemption of Parity Term Bonds that are Capital Appreciation
Bonds shall be included in the calculation of Annual Debt Service, and references in this
ordinance to principal of Parity Bonds shall include the Accreted Value due at maturity or
upon the mandatory redemption of any Capital Appreciation Bonds.

Notwithsténding the foregoing, debt service on Parity Bonds or Parity Lien
Obligations with respect to which a Payment Agreement is in force shall be calculated by
the county to reflect the net economic effect on the county intended to be produced by the
terms of the Parity Bonds or Parity Lien Obligations and the terms of the applicable
Payment Agreement, in accordance with the requirements for Payment Agreements set
forth in the ordinances authorizing issuance of such Parity Bonds or Parity Lien
Obligations.

From and after the date when no Series 2005 Bonds, Series 2008 Bonds or Series

2009 Bonds remain outstanding, for purposes of satisfying the rate covenant in Section

7
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Ordinance

18.B and the tests for the issuance of additional Parity Lien Obligations in Section 25,
Annual Debt Service for any Fiscal Year or calendar year shall exclude any Debt Service
Offsets.

"Annual Parity Debt Service" means, with respect to any calendar year, the sum
of the following:

(i) The interest due for all outstanding Parity Bonds (i) on all interest
payment dates (other than January 1) in such calendar year, and (ii) on January 1 of the
next succeeding year, and any Payment Agreement Paymentg due on such dates in
respect of Parity Payment Agreements, minus any Payment Agreement Receipts due in
such period in respect o_f such Parity Payment Agreements.

(1) For purposes of calculating the amounts required to pay interest on
Parity Bdnds, capitalized interest and accrued iﬁterest'paid to the county upon the
issuance of Parity Bonds shall be excluded.

(i1))  The amount of interest deemed to be payable on any issue of
Variable Rate Parity Bonds shall be calculated on the assumption that the interest rate on
those bonds would be equal to the rate (the "assumed RBI rate") that is 90% of the
average Bond Buyer Revenue Bond Index or comparable index during the fiscal quarter
preceding the quarter in which the calculation is made; provided, however, that for |
purposes of determining actual compliance in any past calendar year with the rate
covenant made in Section 18 of this ordinance, the actual amount of interest paid on any
issue of Variable Rate Parity Bonds shall be taken into account.

(2) The principal due (at maturity or upon the mandatory redemption of Term

Bonds prior to their maturity) for all outstanding Parity Bonds (i) on all principal
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payment dates (other than January 1) of such calendar year and (ii) on January 1 of the
next succeeding year.

In the case of Capital Appreciation Bonds, the Accreted Value due at maturity or
upon the mandatory redemption of Parity Term Bonds that are Capital Appreciation
Bonds shall be included in the calculation of Annual Debt Service, and references in this
ordinance to principal of Parity Bonds shall include the Accreted Value due at maturity or
upon the mandatory redemption of any Capital Appreciation Bonds. -

Notwithstanding the foregoing, debt service on Parity Bonds with respect to
which a Payment Agreement is in force shall be calculated by the coﬁnty to reflect the net
economic effect of the terms of the Parity Bonds and the applicable Payment Agreement,
in accordance with the requirements set forth in Section 23 of this ordinance.

From and after the date when no 2001 Bonds, 2002A Bonds, 2002B Bonds,
2003 A Bonds, 2004A Bonds, 2004B Bonds, 2006 Bonds, 2006 (2nd) ABonds, 2007
Bonds, 2008 Bonds, or 2009 Bonds remain outstanding, for purposes of calculating the
Reserve Requirement and satisfying the rate covenant in Section 18.A and the tests for
the issuance of Future Parity Bonds in Section 24, Annual Parity Debt Service for any
Fiscal Year or calendar year shall exclude any Debt Service Offsets.

"Bank Note" means the bank note authorized to be issued by Ordinance 12057 of
the county, as amended, to secure payment of the Commercial Paper Notes.

"Bond Register" means the registration books maintained by the Bond Registrar
for purposes of identifying ownership of the Bonds.

"Bond Registrar” means the fiscal agency of the State of Washington in either

Seattle, Washington, or New York, New York, for the purposes of registering and

9
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Ordinance

authenticating the Bonds, maintaining the Bond Register, effecting the transfer of
ownership of the Bonds and paying the principal of and interest and redemption
premium, if any, on the Bonds.

"Bonds" means all or a portion of the Project Bonds or the Refunding Bonds
issued pursuant to this ordinance.

"Capital Appreciation Bonds" means any Parity Bonds the interest on which is
compounded,‘ accumulated and payable only upon redemption or on the maturity date of
such Parity Bonds; provided, however, that Parity Bonds may be deemed to be Capital
Appreciation Bonds for only a portion of their term pursuant to the ordinance, resolution
or motion authorizing their issuance. On the date on which Parity Bonds no longer are
Capital Appreciation Bonds, they shall be deemed outstanding in a principal amount
equal to their Accreted Value.

"Certified Public Accountant” means an independent certified public accountant
(or firm of certified public accountants) selected by the county and having a favorable
national reputation.

"Closing" means the delivery of a series of the Bonds to, and payment of the
purchase price therefor by, the initial purchasers of such series of the Bonds.

"Code" means the Internal Revenue Code of 1986, as amended, together with
corresponding and applicable final, temporary or proposed regulations and revenue
rulings issued or amended with respect thereto by the United States Treasury Department

or the Internal Revenue Service, to the extent applicable to the Bonds.

10
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"Commercial Paper Notes" means the King County, Washington, Sewer Revenue
Bond Anticipation Notes, Commercial Paper Series A, authorized, issued, and
outstanding from time to time pursuant to Ordinance 12057 of the county, as amended.

"Commission" means the United States Securities and Exchange Commission.

"Comprehensive Plan" means the county's comprehensive water pollution
abatement plan authorized by RCW 35.58.200 and defined in Section 28.82.150 of the
King County Code as the Comprehensive Sewage Disposal Plan adopted by Resolution
No. 23 of the Metro Council on April 22, 1959, and all amendments thereto, together
with any amendments hereafter approved by ordinance of the county.

"Construction Account" means the "Second Water Quality Construction
Account,” as designated by Section 30 of Ordinance 12076 of the county.

"Credit F acilit&" means ahy letter of credit, standby bond purchase agreement,
line of credit, surety bond, insurance policy or other insurance commitment or similar
agreement (but not including a Payment Agreement), satisfactory to the county, that is
provided by a commercial bank, insurance company or other financial institution with a
current long term rating (or whose obligations thereunder are guaranteed by a financial
institution with a léng term rating): (i) from Moody's and S&P not lower, when issqed,
than the credit rating of any series of Parity Bonds, to provide suppért for a series of
Parity Bonds, and shall include any substitute therefor in accordance with the provisions
of the ordinance providing for the issuance of Parity Bonds supported by a Credit
Facility, or (ii) from Fitch, Moody's and S&P not lower, when issued, than the credit
rating of any series of Parity Lien Obli gations, to provide support for a series of Parity

Lien Obligations (including Variable Rate Parity Lien Obligations), and shall include any

11
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substitute therefor in accordance with the provisions of the ordinance providing for the
issuance of Parity Lien Obligations supported by a Credit Facility.

"Customers" means Residential Customers and Residential Customer Equivalents
as defined and determined in the existing Service Agreements.

"Debt Service Offset" means receipts of the county, including but not limited to
federal interest subsidy payments, designated as such by the county that are not included
in Gross Revenue and that are legally available to pay debt service on Parity Bonds,-
Parity Lien Obligations or other obligations of the county payable from and secured by a
pledge of Gross Revenue.

"DTC" means The Depository Trust Company, New York, New York.

"Escrow Agent" means each corporate trustee chosen pursuant to the provisions of
Section 16 of this ordinance to serve as escrow agent in connection with the refunding of
Refunded Bonds upon the issuance of any series of Refunding Bonds.

"Finance Director” means the director of the finance and business operations
division of the county or his or her designee, or vthe successor to the duties of such office.
"Fitch" means Fitch Inc., and its successors and assigns, except that if such corporation
shall be dissolved or liquidated or shall no longer perform the functions of a securities
rating agency, then the term "Fitch" shall be deemed to refer to any other nationally
recognized securities rating agency selected by the county.

"Future Parity Bonds" means any sewer revenue bonds, warrants or other
obligations that may be issued in the future as Parity Bonds.

"Government Obligations" means those obligations now or hereafter defined as

such in Chapter 39.53 RCW, as now in existence or hereafter amended or restated.
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"Junior Lien Obligations" means the county's Junior Lien Variable Rate Demand
Sewer Revenue Bonds, Sertes 2001 A and Series 2001B, issued under date of August 15,
2001, as authorized by Ordinances 14171 and 141 72, and any other revenue bonds or
other revenue obligations having a lien on Revenue of the System equal to the lien
thereon of such bonds.

"Moody's" means Moody's Investors Service, a corporation duly organized énd
existing under and by virtue of the laws of the State of Delaware, and its successors and '
assigns, except that if such corporation is dissolved or liquidated or no longer performs
the functions of a securities rating agency, then the term "Moody's" will be deemed to
refer to any other nationally recognized securities rating agency selected by the county.

"MSRB" means the Municipal Securities Rulemaking Board or any successor to
its functions.

"Multi-Mbdai LTGO/Sewer Revenue Bonds" means the county's Multi-Modal
Limited Tax General Obligation Bonds (Payable from Sewer Revenue), Series 2009A
and Series 2009B Bonds, and any additional limited tax general obligation bonds of the
county payable from Revenue of the System and having the same lien on such revenue as
such bonds.

"Net Revenue" means Revenue of the System less Operating and Maintenance
Expenses.

"Operating and Maintenance Expenses” means all normal expenses incurred by
the county in causing the System to be maintained in good repair, working order and

condition and shall include payments to any private or governmental agency for the

13

_19_



271

272-

273

274

275

276

277

278

279

280

281

282

283

284

285

286

287

288

289

250

291

292

293

_20_

Ordinance

operation or maintenance of facilities or for the disposal of sewage but shall exclude any
allowance for depreciation.

"Parity Bond Fund" means the "Water Quality Revenue Bond Account”
designated pursuant to Section 30 of Ordinance 12076 of the county for the purpose of
paying and securing the payment of the Parity Bonds.

"Parity Bond Reserve Account” means the bond reserve account in the Parity
Bond Fund securing the payment of the Parity Bonds.

"Parity Bonds" means the bonds identified as such in the Preamblg to this
ordinance, together with the Bonds and any Future Parity Bonds. "Parity Bonds™ include
any Parity Payment Agreements and parity reimbursement agreements entered into with
the provider of a Credit Facility securing any Parity Bonds.

"Parity Lien Obligation Bond Fund" means the Water Quality Limited Tax
General Obligation Bond Redemption Fund, established pursuant to Section 8 of
Ordinance 11241 of the county, to provide for payment of Parity Lien Obligations.

"Parity Lien Obligation Payment Agreement" means a Payment Agreement under
which the county's payment obligati.ons are expressly stated to constitute a charge and
lien on the Revenue of the System equal in rank with the charge and lien upon such
revenue securing amounts required to be paid into the Parity Lien Obligation Bond Fund
to pay and secure the payment of principal of and interest on the Parity Lien Obligations.

"Parity Lien Obligation Term Bonds" means Parity Lien Obligations that are
Term Bonds.

"Parity Lien Obligations'.' means bonds identified as such.in the Preamble to this

_ordinance and any future Parity Lien Obligations. "Parity Lien Obligations" include any

14



294

295

296

297

298

299

300

301

302

303

304

305

306

307

308

309

310

311

312

313

314

315

316

Ordinance

Parity Lien Obligation Payment Agreements and parity reimbursement agreements
entered into with the provider of a Credit Facility securing any Parity Lien Obligations.

"Parity Payment Agreement” means a Payment Agreement under which the
county's payment obligatibns are expressly stated to constitute a charge and lien on the
Revenue of the System equal in rank with the charge aﬁd lien upon such revenue securing
amounts required to be paid into the Parity Bond Fund to pay and secure the payment of
principal of and interest on the Parity Bonds. -

"Parity Term Bonds" means Parity Bonds that are Term Bonds.

"Participant” means each city, town, county, water-sewer district, municipal
corporation, person, firm, private corporation or other entity that disposes of any portion
of its sanitary sewage into the Sewer System and has entered into a Service Agreement
with thé county.

"Payment Agreement” means, to the extent permitted from time to time by
applicable law, a written agreement entered into by the county (i) in connection with or
incidental to the issuance, incurring or carrying of bonds or other obligations of the
county secured in whole or in part by a lien on Revenue of the System; (ii) for the
purpose of managing or reducing the county's exposure to fluctuations or levels of
interest rates, currencies or commodities or for other interest rate, investment, asset or
liability management purposes; (iii) with a Qualified Counterparty; and (iv) which
provides, on either a current or forward basis, for an exchange of payments determined in
accordance with a formula specified therein.

"Payment Agreement Payments" means the amounts periodically required to be

paid by the county to the Qualified Counterparty pursuant to a Payment Agreement. The
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term "Payment Agreement Payments" does not include any termination payment required
to be paid with respect to a Payment Agreement. -

"Payment Agreement Receipts" means the amounts periodically required to be
paid by the Qualified Counterparty to the county pursuant to a Péyment Agreement.

"Professional Utiiity Consultant" means a licensed professional engineer, a
Certified Public Accountant, or other independent person(s) or firm(s) selected by the
county having a favorable reputation for skill and experience with sewer systems of
comparable size and character to the System in such areas as are relevant to the purposes
for which they are retained.

"Project Bonds" means the $475,000,000 aggregate principal amount of bonds of
the county authorized to be issued hereunder to pay costs of acquiring and constructing
improvements to the System. The Project Bonds may be issued in one or more series of
Parity Bonds or Parity Lien Obligations, as provided herein.

"Public Works Trust Fund Loans" means loans to the county by the State of
Washington Department of Commerce under the Public Works Trust Fund loan program
pursuant to loan agreements in effect as of thAev date of this ordinance and any loan
agreements hereafter entered into by the county under the Public Works Trust Fund loan
program, the repéyment obligations of which are secured by a lien on Revenue of the
System equal to the lien thereon established by such loan agreements.

"Qualified Counterparty” means with respect to a Payment Agreement an entity
(1) whose senior long term debt obligations, other senior unsecured long term obligations
or claims paying ability or whose payment obligations under a Payment Agreement are

guaranteed by an entity whose senior long term debt obligations, other senior unsecured
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long term obligations or claims paying ability are rated (at the time the Payment
Agreement is entered into) at least as high as A3 by Moody's and A- by S&P (and A- by
Fitch for any Parity Lien Obligation Payment Agreement), or the equivalent thereof by
any successor thereto, and (i1) who is otherwise qualified to act as the other party to a
Payment Agreement under any applicable laws of the State.

"Qualified Insurance" means (i) so long as any 2001 Bonds, 2002A Bonds, 2002B
Bonds, 2003A Bonds, 2004A Bonds, 2004B Bonds, 2006 Bonds, 2006 (2nd) Bonds,
2007 Bonds, 2008 Bonds, or 2009 Bonds remain outstanding, any unconditional
municipal bond insurance policy or surety bond issued by any insurance company
licensed to conduct an insurance business in any state of the United States or by a service
corporation acting on behalf of one or more such insurance companies, which insurance
company .or service corporation is rated in one of the two highest rating categories by
Moody's, S&P, and any other rating agency then maintaining a rating on the Parity
Bonds, provided, that, as of the time of issuance of such policy or surety bond, such .
insurance company or companies maintain a policy owner's surplus in exces§ of
$500,000,000; and (ii) from and after such time as no 2001 Bonds, 2002A Bonds, 2002B
Bonds, 2003 A Bonds, 2004A Bonds, 2004B Bonds, 2006 Bonds, 2006 (2nd) Bonds,
2007 Bonds, 2008 Bonds, or 2009 Bonds remain outstanding, any unconditional |
municipal bond insurance policy or surety bond issued by any insurance company
licensed to conduct an insurance business in any state of the United States or by a service
éorporation acting on behalf of one or more such insurance companies, which insurance
company or service corporation, as of the time of issuance of such policy or surety bond,

is then rated in one of the two highest rating categories by Moody's, S&P, and any other
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rating agency then maintaining a rating on the Parity Bonds and maintains a policy
owner's surplus in excess of $500,000,000.

"Qualified Letter of Credit" means any irrevocable letter of credit issued by a
bank for the account of the county and for the benefit of the owners of Parity Bonds,
provided that such bank maintains an office, agency or branch in the United States, and
provided further, that, as of the time of issuance of such letter of credit, such bank is
currently rated in one of the two highest rating categories by Moody's, S&P; and any
other rating agency then maintaining a rating on the Parity Bonds.

"Rate Stabilization Fund" means the fund of that name created pursuant to Section
13.D of Ordinance 12314 of the county.

"RCW" means the Revised Code of Washington.

"Rebate Amount" means the amount, if any, determined to be payable with
respect to the Bonds by the county to the United States of America in accordance with
Section 148(f) of the Code.

"Refunded Bonds" means with respect to each series of Réfunding Bonds, those
Refunding Candidates that will be refunded from proceeds of such series of Refunding
Bonds, as determined by the Finance Manager pursuant to Sections 16 and 28 hereof and
set forth in a Sale Motion in accordance with Sections 16 and 28 hereof.

"Refunding Candidates" means any of the currently outstanding Parity Bonds and
Parity Lien Obligations.

"Refunding Account”" means any account authorized to be created pursuant to

Section 16 hereof to provide for the refunding of any Refunded Bonds.
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"Refunding Bonds" means not to exceed $I,OO0,000,000 principal amount of
bonds authorized to be issued in one or more series by this ordinance to refund the
Refunded Bonds. The Refunding Bonds may be issued in one or more series of Parity
Bonds or Parity Lien Obligations, as provided herein.

"Registered Owner" means aﬁy person or entity who is the registered owner of
any Bond.

"Reserve Requirement” means maximum Annual Parity Debt Service with respect
to any calendar year.

"Revenue Fund" means the "Water Quality Operating Account” as designated by
Section 30 of Ordinance 12076 of the county.

"Revenue of the System" means all the earnings, revenues and money received by
the county from or on account of the operations of the Sewer System and the income
from the investment of money in the Revenue Fund or any accouﬁt within such fund, but
shall not include any money collected pursuant to the Service Agreements applicable to
administrative costs of the county other than costs of administration of the System.

"Rule" means the Commission's Rule 15¢2-12 under the Securities and Exchange
Act of 1934, as the same may be amended frpm time to time.

"S&P" means Standard and Poor's Ratings Services and its successors and
assigns, except that if such entity is dissolved or liquidated or no longer performs the
functions of a securities rating agency, then the term "S&P" will be deemed to refer to

any other nationally recognized securities rating agency selected by the county.
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"Sale Motion" means a motion of the county council approving each sale of a
series of the Bonds and ratifying and confirming each plan of refunding any Refunded
Bonds, in accordance with Sections 16 and 28 hereof.

"Service Agreements" means the sewage disposal agreements entered into
between the county and municipal corporations, persons, firms, private corporations, or
governmental agencies providing for the disposal by the county of sewage collected from
such contracting parties.

"SRF Loans" means loans to the county by the State of Washington Department
of Ecology pursuant to loan agreements in effect as of the date of this ordinance and any
loans and loan agreements hereafter entered into by the county undér the State of
Washington water pollution control revolving fund loan program, the repayment
obligations of which are secured by a lien on Revenue of the System equal to the lien
thereon established by such loan agreements.

"State" means the State of Washington.

* "Subordinate Lien Obligations" means the Commercial Paper Notes, the Bank
Note and any Additional Subordinate Lien Obligations.

"System” or "Sewer System" means the sewers and sewage disposal facilities now
or hereafter acquired, constructed, used or operated by the county for the purpose of
carrying out the Comprehensive Plan.

"Tax Certificate” means the Federal Tax Certificate with respect to certain federal

tax matters executed on behalf of the County upon the issuance of each series of the

Bonds.
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"Tax-Benefited Bonds" means Bonds other than Tax-Exempt Bonds that are
structured so as to confer certain benefits under the Code to the county or to the owners
of such Bonds, as provided in Sectiqn 21 of this ordinance and so designated pursuant to
Section 28.A of this ordinance.

"Tax-Exempt Bonds" means Bonds the interest on which the county intends to be
excludable from gross income for federal income tax purposes, as provided in Section 21
of this ordinance and so designated pursuant to Section 28.A of this ordinance.

"Term Bonds" means those bonds identified as such in the proceedings
authorizing their issuance, the principal of which is amortized by a schedule of
mandatory redemptions, payable from a bond redemption fund, prior to their maturity.

"Trustee" means a trustee for the Parity Bonds authorized to be appointed by
owners of Parity Bonds, as provided by this ordinance.

"Variable Rate Parity Bonds" means Parity Bonds bearing interest at a variable
rate of interest, provided that at least one of the following conditions is met: (i) at the
time of issuance the county has entered into a Payment Agreement with respect to such
Parity Bonds, which Agreement converts the effective interest rate to the county on the
Variable Rate Parity Bonds from a variable interest rate to a fixed interest rate, or (11) the
Parity Bonds bear interest at a variable rate but are issued concurrently _in equal par
amounts with other Parity Bonds bearing interest at a variable rate and which are required
to remain outstanding in equal amounts at all times, if the net effect of such equal par
amounts and variable rates at all times is a fixed rate of interest to the county.

"Variable Rate Parity Lien Obligations” means Parity Lien Obligations bearing

interest at a variable rate of interest, provided that at least one of the following conditions
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is met: (i) at the ‘time of issuance the county has entered into a Payment Agreement With
respect to such Parity Lien Obligations, which Agreement converts the effective interest
rate té the county on the Variable Rate Parity Lien Obligations from a variable interest
rate to a fixed interest rate or (i1) the Parity Lien Obligations bear interest at a variable
rate but are issued concurrently in equal par amounts with other Parity Lien Obligations
bearing interest at a variable rate and which are required to remain outstanding in equal
amountsat all times, if the net effect of such equal par amounts and variable rates at all
times is a fixed rate of interest to the county.

SECTION 2. Findings. Because conditions in the capital markets are volatile,
the council finds that it is in the best interests of the county and ratepayers of the System
that the county retain the flexibility to issue the Bonds in one or more series, as Parity
Bonds or Parity Lien Obligations, to maximize interest rate savings and, where possible,
to achieve further savings by refunding all or some of the Refunding Candidates. To
achieve this flexibility, the council further finds that it is in the best interests of the
county and ratepayers of the System that a pian of refunding and the sale of the Bonds in
one or more series, as Parity Bonds or Parity Lien Obligations, as Tax-Exempt Bonds,
Tax Benefited Bonds ér otherwise, by competitive bid or negotiated sale, for current or
future delivery, be determined by the Finance Director, in consultation with the county's
financial advisors. Each sale of a series of Bonds and plan of refunding, will be ratified
and conﬁrrhed by the council in a Sale Motion.

SECTION 3. Authorization of Bonds. To provide funds necessary to pay costs

of acquiring, constructing and equipping improvements, additions or betterments to the
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System set forth in the Comprehensive Plan, the county will issue the Project Bonds in
the aggregate principal amount of $475,000,000.

To provide funds to refund the Refunded Bonds, the county will issue one or
more series of Refunding Bonds in principal amounts to be established as provided in
Sections 16 and 28 hereof and in any event not to exceed an aggregate principal amount
of $1,000,000,000.

The Refunding Bonds and Project Bonds may be issued and sold in one or more
series of Parity Bonds or Parity Lien Obligations, as provided in Section 28, each such
series of Périty Bonds to be designated as "King County, Washington, Sewer Revenue
[and Refunding] Bonds" with an applicable year and series designation, and each such
series of Parity Lien Obligations to be designated as "King Couﬁty Limit¢d Tax General
Obligations [and Refunding] Bonds (Payable from Sewer Revenue)" with an 'app_licabl_e.
year and series description. The Bonds will be fully registered as to both principa] and
interest, will be in the denomination of $5,000 each or any integral multiple thereof (but
no Bond shall represent more than one maturity), will be numbered separately in such
manner and with any additional designation as the Bond Registrar deems necessary for
purposes of identification, and will be dated as of such date and mature on the (iates, in
the years and the amounts establishgd as provided in Section 28 hereof. |

Each series of the Bonds will bear interest (computed on the basis of a 360-day
year of twelve 30-day months) from their date or from the most recent interest payment

date for which interest has been paid or duly provided for, whichever is later, payable on

interest payment dates and at the rate or rates established as provided in Section 28 hereof
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and ratified and confirmed by a Sale Motion. The Accreted Values of any Bonds that are
Capital Appreciation Bonds will be set forth in a Sale Motion.
SECTION 4. Registration, Exchange and Payments.

A. Bond Registrar/Bond Register. In accordance with K.C.C. 4.84, the

county hereby adopts for the Bonds the system of registration specified and approved by
the Washington State Finance Committee, which utilizes the fiscal agencies of the State
of Washington in Seattle, Washington, and New York, New York, as registrar,
authenticating agent, paying agent and transfer agent (collectively, the "Bond Registrar").
The Bond Registrar will keep, or cause to be kept, at its principal corporate trust office,
sufficient books for the registration and transfer of the Bonds, which will at all times be
open to inspection by the county. The Bond Régistrar 1s authorized, on behalf of the
county, to authenticate and deliver the Bonds transferred or exchanged in accordance
with the provisions of such Bonds and this ordinance and to carry out all of the Bond
Registrar's powers and duties under this ordinance.

The Bond Registrar will be responsible for its representations contained in the
Certificate of Authentication on the Bonds. The Bond Registrar may become the
Registered Owner of Bonds with the same rights it would have if it were not the Bond
Registrar, and to the extent permitted by law may act as depositary for and permit a-ny of
its officers or directors to-act as a member of, or in any other capacity with respect to, any

committee formed to protect the rights of Registered Owners.

B. Registered Ownership. The county and the Bond Registrar, each in its
discretion, may deem and treat the Registered Owner of each Bond as the absolute owner

thereof for all purposes, and neither the county nor the Bond Registrar will be affected by
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any notice to the contrary. Payment of any such Bond will be méde only as described in
Section 4.G hereof, but such registration may be transferred as herein provided. All such
payments made as described in Section 4.G will be valid and will satisfy and discharge
the liability of the county upon such Bond to the extent of the amount or amounts so paid.
The county and the Bond Registrar are entitled to treat the person in whose name any
Bond is registered as the absolute owner thereof for all purposes of this ordinance and
any applicable laws, notwithstanding any notice to the contrary received by the Bond
Registrar or the county.

C. DTC Acceptance/Letter of Representations. The Bonds will initially be

held in fully immobilized form by DTC acting as depository. To induce DTC to accept
the Bonds as eligible for deposit at DTC, the county has here_ttofore executed and
delivered to DTC a Blanket Issuer Letter of Representations.

Neither the county nor the Bond Registrar will have any responsibility or
obligation to DTC participants or the persons for whom they act as nominees with respect
to the Bonds in respect of the accuracy of any records maintained by DTC or any DTC
participant, the payment by DTC or any DTC participant of any amount in respect of the
principal of or interest on the Bonds, any notice which is permitted or required to b¢
given to Registered Owners under this ordinance (except such notices as are required to
be given by the county to the Bond Registrar or to DTC), or any consent given or other
action taken by DTC as the Registered Owner. For so long as any Bonds are held in fully
immobiiized form hereunder, DTC or its successor depository will be deemed to be the

Registered Owner for all purposes hereunder, and all references herein to the Registered
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Owners will mean DTC or its nominee and will not mean the owners of any beneficial
interest in the Bonds.

D. Use of Depository.

(1) The Bonds will be registered initially in the name of "Cede & Co.,"
as nominee of DTC, with one Bond maturing on each of the maturity dates for the Bonds
of each series in a denomination corresponding to the total principal therein designated to
mature on such date. Registered ownership of such immobilized Bonds, or any portions
thereof, may not thereafter be transferred except (i) to any successor of DTC or its
nominee, provided that any such successor must be qualified under any applicable laws to
provide the service proposed to be brovided by it; (ii) to any substitute dépository
appointed by the county pursuant to subsection (2) below or such substitute depository's
successor; or (iii) to any person as provided in subsection (4) below.

2) Upon the resignation of DTC or its successor (or any substitute
depository or its successor) from its functions as depository or a determination by the
county to discontinue the system of book entry transfers through DTC of its successor (or
any éubstitute depository or its successor), the county may hereafter appoint a substitute
depoéitory. Any such substitute depository must be qualified under any applicable laws
to provide the services proposed to be provided by it. |

3) In the case of any transfer pursuant to clause (i) or (ii) of
subsection (1) above, the Bond Registrar will, upon receipt of all outstanding Bonds,
together with a written request on behalf of the céunty, issue a single new Bond for each

maturity of such Bonds then outstanding, registered in the name of such successor or
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such substitute depository, or their nominees, as the case may be, all as specified in such
written request of the county.

4) In the event that (i) DTC or its successor (or substitute depository
or its successor) resigns from its functions as depository, and no substitute depository can
be obtained, or (ii) the county determines that it is in the best interest of the beneficial
owners of any of the Bonds that they be able to obtain such Bonds in the form of bond
certificates, the ownership of Bonds may then be transferred to any person or entity as
herein provided, and the Bonds will no longer be held in fully immobilized form. The
county will deliver a written request to the Bond Registrar, together with a supply of
definitive Bonds, to issue Bonds as herein provided in any authorized denomination.
Upon receipt of all then outstanding Bonds by the Bond Registrar together with a written
request on behalf of the county to the Bond Registrar, new Bonds will be issued in such
denominations and registered in the names of such persons as are requested in such
written request.

E. Transfer or Exchange of Registered Ownership; Change 1n

Denominations. The registered ownership of any Bond may be transferred or exchanged,

but no transfer of any Bond will be valid unless it is. surrendered to the Bond Registrar
with the assignment form appearing on such Bond duly executed by the Registered |
Owner or such Registered Owner's duly authorized agent in a manner satisfactory to the
Bond Registrar. Upon such surrender, the éond Registrar will cancel the surrendered
Bond and will authenticate and deliver, without charge to the Registered Owner or
transferee therefor, a new Bond (or Bonds at the option of the new Registered Owner) of

the same series, date, maturity and interest rate and for the same aggregate principal -
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amount in any authorized denomination, naming as Registered Owner the person or
persons listed as the assignee on the assignment form -appearing on the surrendered Bond,
in exchange for such surrendered and cancelled Bond. Any Bond may be surrendered to
the Bond Registrar and exchanged, without charge, for an equal aggregate principal
amount of Bonds of the same date, maturity and interest rate, in any authorized

denomination. The Bond Registrar is not obligated to transfer or exchange any Bond

during a period beginning at the opening of business on the 15th day of the month next
preceding any interest payment date and ending at the close of business on such interest
payment date, or, in the case of any proposed redemption of the Bonds, after the mailing
of notice of the call of such Bonds for redemption.

F.  Registration Covenant. The county covenants that, until all Bonds have

been surrendered and canceled, it will maintain a system for recording the ownership of
each Bond that complies with the provisions of Section 149 of the Code.

G. Place and Medium of Payment. Both principal of and interest on the

Bonds are payable in lawful money of the United States of America. For so long as all
Bonds are in fully immobilized form, payments of principal and interest thereon will be
made as provided in accordance with the operational arrangements of DTC referred to in
the Letter of Representations. If the Bonds are no longer held in fully immobilized form,

interest on the Bonds will be paid by check or draft mailed to the Registered Owners at

the addresses for such Registered Owners appearing on the Bond Register on the 15th
day of the month preceding the interest payment date; provided, however, that if so
requested in writing by the Registered Owner of at least $1,000,000 principal amount of a

series of Bonds, interest will be paid by wire transfer on the interest payment date to an
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account with a bank located within the United States. Principal of the Bonds is payable
upon presentation and surrender of such Bonds by the Registered Owners at the principal
office of the Bond Registrar.

SECTION 5. Redemption of Bonds; Open Market Purchases. The county
may reserve the right to r¢deem outstanding Bonds prior to their maturity on the dates
and at the prices established as provided in Section 28 hereof and ratified and confirmed
by a Sale Motion. Portions of the principal amount of any Bond, in increments of $5,000
or any integral multiple of $5,000, may be redeemed.

If less than all of the Bonds subject to optional redemption are called for
redemption, the county may choose the maturities to be redeemed. If less than a whole of
a maturity is called for redemption, the Bonds to be redeemed will be chosen by a method
to be established in connection with the sale of each series of the Bonds in accordance
with Section 28 of this ordinance.

If less than all of the principal amount of any Bond is redeemed, upon surrender
of such Bond at the principal office of the Bond Registrar there will be issued to the
Registered Owner, without charge therefor, for the then unredeemed balance of the
principal amount thereof, a new Bond or Bonds, at the option of the Registered Owner, of
like maturity and interest rate in any denomination authorized by this ordinance. |

Any optional redemption of Bonds may be subject to such conditions, including
but not limited to the receipt of refunding bond proceeds, as the county may set forth in
the notice of redemption, as provided in Section 6 of this ordinance.

The county reserves the right to purchase any or all of the Bonds on the open

market at any time at any price.
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SECTION 6. Notice and Effect of Redemption.

A. Notice of Redemption. Written notice of any redemption of Bonds will be

given by the Bond Registrar on behalf of the county by first class mail, postage prepaid,
not less than 30 days nor more than 60 days before the redemption date to the Registered
Owners of Bonds that are to be redeemed at their last addresses shown on the Bond
Register. So long as the Bonds are in book-entry form, notice of redemption will be
given as provided in the Letter of Representations. The Bond Registrar will provide
additional notice of redemption (at least 30 days) to the MSRB in accordance with the
ongoing disclosure provisions to be adopted by the Sale Motion.

The requirements of this section will be deemed complied with when notice is
mailed, whether or not it is actually received by the owner.

Each notice of redemption will contain the following information: (1) the
redemption date, (2) the redemption price, (3) any condition to the redemption (including,
but not limited, to the receipt of proceeds of refunding bonds), (4) if less than all
outstanding Bonds are to be redeemed, the identification (and, in the case of partial
redemption, the principal amounts) of the Bonds to be redeemed, (5) that on the
redemption date, upon the satisfaction of any conditions, the redemption price will
become due and payable upon each Bond or portion called for redemption, and that
interest will cease to accrue from the redemption date, (6) that theé Bonds are to be
surrendered for payment at the principal office of the Bond Registrar, (7) the CUSIP
numbers of all Bonds being redeemed, (8) the dated date of the Bonds, (9) the rate of
interest for each-Bond being redeemed, (10) the date of the notice, (11) information

regarding the county's right to cancel an optional redemption prior to the designated
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redemption date by giving notice of such cancellation, and (12) any other information
relating to the redemption or to the Bonds being redeemed.

Upon the payment of the redemption price of Bonds being redeemed, each check
or other transfer of funds issued for such purpose will bear the CUSIP number
identifying, by issue and maturity, the Bonds being redeemed with the proceeds of such
check or other transfer.

B. Cancellation of Redemption. The county may cancel any notice of an

optional redemption of Bonds by giving written notice of such cancellation no later than
seven days prior to the designated redemption date to all parties who were given notice of

redemption in the in the same manner as such notice was given.

C. Effect of Redemption. Unless the county has cancelled a notice of
redemption or a condition to the redemption has not been s-atisﬁed, the county will
transfer to the Bond Registrar amounts that, in addition to other money, if any, held by
the Bond Registrar, will be sufficient to redeem, on the redemption date, all the Bonds to
be redeemed. From the redemption date interest on each Bond to be redeemed will cease

to accrue.

D. Amendment of Notice Provisions. The foregoing notice provisions of this
section, including but not limited to the information to be included in redemption noiices
and the persons designated to receive notices, may be amended by additions, deletions
and changes in order to maintain compliance with duly promulgated regulations and
recommendations regarding notices of redemption of municipal securities.

SECTION 7. Form of Bonds; Execution of Bonds. The Bonds will be in

substantially the forms set forth in Exhibits A and B of this ordinance, as applicable. The
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Bonds will be executed on behalf of the county with the manual or facsimile signatures of
the county executive and the clerk of the county council, and will have the seal of the
county impressed or imprinted thereon.

In case either or both of the officers who have executed the Bonds cease to be an
officer or officers of the county before the Bonds so signed are authenticated or delivered
by the Bond Registrar, or issued by the county, such Bonds may nevertheless be
authenticated, delivered and issued and upon such authentication, delivery and issuance
will be as binding upon the county as though those who signed the same had continued to
be such officers of the county. Any Bond also may be signed and attested on behalf of
the county by such persons as- at the actual date of execution of such Bond are the proper
officers of the county although at the original date of such Bond any such ‘person was not
such officer of the county.

Only Bonds fhat bear thereon a Certificate of Authentication in the forms set forth
in Exhibits A and B of this ordinance, as applicable, manually executed by the Bond
Registrar, will be valid or obligatory for any purpose or entitled to the benefits of this
ordinance. Such Certificate of Authentication will be conclusive evidence that the Bonds
so authenticated have been duly executed, authenticated and delivered hereunder and are
entitled to the benefits of this ordinance. .

SECTION 8. Mutilated,.L.ost, or Destroyed Bonds. If any Bond becomes
mutilated, the Bond Registrar will authenticate and deliver a new Bond of like series,
amouht, date, interest rate and tenor in exchange and substitution for the Bond so
mutilated, upon the owner's paying the expenses and charges of the county and the Bond

Registrar in connection therewith and upon surrender to the Bond Registrar of the Bond

32



700

701

702

703

704

705

706

707

708

709

710

711

712

713

714

715

716

717

718

719

720

721

722

Ordinance

so mutilated. Every mutilated Bond so surrendered will be canceled and destroyed by the
Bond Registrar. -

In case the Bonds or any of them are lost, stolen or destroyed, the Bond Registrar
may authenticate and deliver a new Bond or Bonds of like series, amount, date, and tenor
to the Registered Owner thereof upon the owner's paying the expenses and charges of the
county and the Bond Registrar in connection therewith and upon his or her filing with the
Bond Registrar evidence satisfactory to the Bond Registrar that such Bond or Bonds were
actually lost, stolen or destroyed and of his or her ownership thereof, and upon furnishing
the county and Bond Registrar with indemnity satisfactory to the Finance Director and
the Bond Registrar.

SECTION 9. Parity Bond Fund. There has heretofore been created a special
fund of the county known as the "Water Quality Revenue Bond Account” (the "Parity
Bond Fund"). The Parity Bond Fund is at all times completely segregated and set aﬁart
from all other funds and accounts of the ;:ounty and 1s a trust fund for the security and
payment of the principal of and interest and ény redemption premium on any Parity
Bonds. All money credited to the Parity Bond Fund is pledged and ordered to be used for
the sole purpose of paying the principal of and interest and any redemption premium on
the Parity Bonds. |

A. Debt Service Account. A "Debt Service Account” has heretofore been

established in the Parity Bond Fund. The county hereby obligates and binds itself to set
aside and pay into said account out of the Revenue of the System amounts sufficient,
together with accrued interest, if any, received at the time of delivery of any series of

Bonds that are Parity Bonds and deposited therein, income from the investment of money
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in the Debt Service Account and Parity Bond Reserve Account, and any other money on
depdsit in the Debt Service Account and legally available, to pay the principal of and
interest on outstanding Parity Bonds as the same become due and payable.

For each series of the Bonds that are Parity Bonds there is hereby authorized to be
created a special subaccount in the Debt Service Account. All money required by this
Section 9.A to be deposited into the Debt Service Account for thé payment of principal of
and interest on such series of the Bonds will be deposited into the subaccount created for
such series. Money in such subaccount will be treated in all respects as all other money

in the Debt Service Account, but will be accounted for separately for the purpose of

calculating any Rebate Amount payable with respect to such series of the Bonds.

Payments on account of each series of the Bonds that are Parity Bonds will be
made out of the Revenue of the System into the applicable debt service s‘ubaccbunt in the
Parity Bond Fund on or before the day each payment of interest on or principal of such

Bonds is due.

B. Term Bond Provisions. If any Bonds issued as Parity Bonds are
designated as Term Bonds pursuant to Section 28 hereof, the Sale Motion for such series
of Bonds will set forth a mandatory redemption schedule to amortize the principal of such
Parity Term Bonds. Payments of principal of Parity Term Bonds under any such
mandatory redemption schedule will be made from the Debt Service Account, as
provided in Section 9.A above; provided, however, that if more than the required
principal amount of such Parity Term Bonds is retired by purchasé or opﬁonal
redemption in any given year, the mandatory redemption amount in the next succeeding -

year or years may be reduced accordingly.
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The county covenants that in the event it issues any Future Parity Bonds as Term
Bonds, it will identify such Future Parity Bonds as Parity Term Bonds in the proceedings
authorizing their issuance and establish a schedule of mandatory redemptions, payable
from the Debt Service Account, to amortize the principal of such Parity Term Bonds
prior to their maturity.

C. Parity Bond Reserve Account. A Parity Bond Reserve Account has

heretofore been established in the Parity Bond Fund. The county hereby pledges that it
will pay into and maintain in the Parity Bond Reserve Account an amount that together
with other funds in the Parity Bond Reserve Account will be at least equal to the Reserve
Requirement. The county may substitute Qualified Insurance or a Qualified Letter of
Credit for amounts required to be paid into or maintained in the Parity Bond Reserve
Account. Such Qualified Letter of Credit or Qualified Insurance must not be cancelable
on less than five years' notice. In the event of any cancellation, the Parity Bond Reserve
Account will be funded in accordance with the provisions of this section providing for
payment in the event of a deficiency therein, as if the Parity Bonds that remain
outstanding had been issued on the date of such notice of cancellation.

On the date of Closing of a series of Bonds that are Parity Bonds, an amount
sufficient to establish the Reserve Requirement in the Parity Bond Reserve Account.
required by the issuance of each series of Bonds must be deposited therein from the
proceeds of Parity Bonds or other funds available therefor or provided for by Qualified
Insurance or a Qualified Letter of Credit, as herein permitted.

If there is a deficiency in the Debt Service Account to make any payment when

due of either principal of or interest on any Parity Bonds, such deficiency will be made
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up from the Parity Bond Reserve Account by the withdrawal of money therefrom and by
the sale or redemption of obligations held in the Parity Bond Reserve Account, if
necessary, in such amounts as Wi]] provide cash in the Parity Bond Reserve Account
sufficient to make up any such deficiency. If a deficiency still exists immediately prior to
an interest payment date and after the withdrawal of cash, the county will then draw from
any Qualified Letter of Credit, Qualified Insurance, or other equivalent credit facility in
sufficient amount to make up the deficiency. Such draw will be made at such times and
under such conditions as the agreement for such Qualified Letter of Credit or such
Qualified Insurance provides. If more than one Qualified Letter of Credit or Qualified
Insurance is available, draws will be made ratably thereon to make up the deficiency.
Any deficiency created in the Parity Bond Reserve Account by reason of any such,
withdrawal must then be made up from Revenue of the System that is available after ﬁrst
making the payments required to be made under paragraph "FIRST" through "THIRD" of
Section 14 hereof.

Income from the investment of money in the Parity Bond Reserve Account will
be deposited in and become a part of the Parity Bond Fund.

SECTION 10. Parity Lien Obligation Bond Fund. There has heretofore been

created a special fund of the county known as the "Water Quality Limited Tax General

Obligation Bond Redemption Fund" (the "Parity Lien Obligation Bond Fund"). The
Parity Lien Obligation Bond Fund is at all times completely segregated and sét apart from
all other funds and accounts of the county and is a trust fund for the security and payment
of the principal of and interest and any redemption premium on the Parity Lien

Obligations. All money credited to-the Parity Lien Obligation Bond Fund is pledged and
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ordered to be used for the sole purpose of paying the principal of and interest and any
redemption premium on the Parity Lien Obligations.

A. Debt Service Account. A "Debt Service Account” has heretofore been

established in tHe Parity Lien Obligation Bond Fund. The county hereby obligates and
binds itself to set aside and pay into said Account out of the Revenue of the System
amounts sufficient, together with accrued interest, if any, received at the time of delivery
of any series of Bonds issued as Parity Lien Obligations and deposited therein, income
from the investment of money in the Debt Service Account and any other money on
deposit in the Debt Service Account and legally available, to pay the principal of and
interest on outstanding Parity Lien Obligations as the same become due and payable.

For each series of the Bonds issued as Parity Lien Obligations, there is hereby
authorized to be created a special subaccount in the Debt Service Account. All money
required by this Section 10.A to be deposited into the Debt Service Account for the
payment of principal of and interest on such series of the Bonds will be deposited into the
subaccount created for such series. Money in such subaccount will be treated in all
respects as all other money in the Debt Service Account, but will be accounted for
separately for the purpose of calculating any Rebate Amount payable with respect to such
series of the Bonds. B

Payments on account of each series of the Bonds issued as Parity Lien
Obligations will be made out of the Revenue of the System into the applicable debt

service subaccount in the Parity Lien Obligation Bond Fund on or before the day each

payment of interest on or principal of such Bonds is due.
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B. Term Bond Provisions. If any Bonds issued as Parity Lien Obligations are

designated as Term Bonds pursuant to Section 28 hereof, the Sale Motion for such series
of Bonds will set forth a mandatory redemption schedule to amortize the principal of such
Parity Lien Obligation Term Bonds. Payments of principal of Parity Lien Obligation
Term Bonds under any such mandatory redemption schedule will be made from the Debt
Service Account, as provided in Section 10.A above; provided, however, that if more
than the requfred principal amount of such Parity Lien Obligation Term Bonds is retired
by purchase or optional redemption in any given year, the mandatory redemption amount
in the next succeeding year or years may be reduced accordingly.

The county covenants that in the event it issues any additional Parity Lien
Obligations that are Term éonds, it will identify such Parity Lien Obligations as Term
Bonds in the proceedings authorizing their issuance and establish a schedule of
mandatory redemptions, payable from the Debt Service Account, to amortize the
prihcipal of such Parity Lien Obligation Term Bonds prior to their maturity.

SECTION 11. Pledge of Taxation and Credit. The county hereby irrevocably
covenants and agrees for as long as any Bonds issued as Parity Lien Obligations aré
outstanding and unpaid, that each year it will include in its budget and levy an ad
valorem tax upon all the property within the county subject to taxation in an amount that
will be sufficient, together with all other revenues and money of the county legally
available for such purposes, to pay the principal of and interest on such Bonds issued as
Parity Lien Obligations as the same become due. All of such taxes so collected will be

paid into the Parity Lien Obligation Bond Fund no later than the date such funds are
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required for the payment of principal and interest on such Bonds issued as Parity Lien
Obligations. -

The county hereby irrevocably pledges that the annual tax herein authorized to be
levied for the payment of such principal and interest shall be within and a part of the tax
levy permitted to counties without a vote of the people, and that a sufficient portion of the
taxes to be levied and collected annually by the county prior to the full payment of the
principal of and interest on the Bonds—iséued as Parity Lien Obligations will be and is
hereby irrevocably set aside, pledged and appropriated for the payment of the principal of
and interest on such Bonds issued as Parity Lien Obligations.

The full faith, credit and resources of the county are hereby irrevocably pledged
for the annual levy and collection of said taxes and for the prompt payment of the
principal of and interest on such Bonds issued as Parity Lien Obligations as the same
becbme due.

Any Bonds issued hereunder as Parity Bonds are not general obligations of the
county, and no pledge of taxes secures the payment of any such Bonds issued as Parity
Bonds hereunder.

SECTION 12. Pledge of Sewer Revenues.

A. Parity Bonds. The amounts covenanted to be paid out of the Revenué of
the System into the Parity Bond F und and the accounts therein shall constitute a lien and
charge on such revenue superior to all other charges of any kind or nature except
Operating and Maintenance Expenses, and of equal lien to any charges heretofore or
hereafter made upon the Revenue of the System for the payment of the principal of and

interest on any Parity Bonds.
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In the event that money and investments in the Debt Service Account of the Parity

Bond Fund and the Parity Bond Reserve Account are reduced below the amounts

required to pay the principal and/or interest then due and payable on any Parity Bonds,

funds on deposit in any reserve created in the Revenue Fund not then required for the

payment of necessary Operating and Maintenance Expenses will be transferred to the

Debt Service Account of the Parity Bond Fund to the extent required to pay such

-principal and interest.

B. Parity Lien Obligations. The amounts covenanted to be paid out of the

Revenue of the System into the Parity Lien Obligation Bond Fund and the accounts

therein

shall constitute a lien and charge on such Revenue subject to Operating and

Maintenance Expenses, and junior, subordinate and inferior to the lien and charge on

such Revenue for the payments required by the ordinances authorizing the Parity Bonds

to be made into the Parity Bond Fund and the accounts therein, and equal to the lien and

charge on such Revenue of the payments required to be made by the ordinances

authorizing the issuance of the outstanding Parity Lien Obligations and any additional

Parity Lien Obligations, and superior to all other liens and charges on such Revenue

whatsoever.

SECTION 13. Revenue Fund. There has heretofore been created a special fund

of the ¢

ounty known as the "Water Quality Operating Account” (the "Revenue Fund").

All of the Revenue of the System will be deposited in the Revenue Fund. All Operating

and Maintenance Expenses will be paid out of the Revenue Fund or appropriate reserves

therein.

40



881

882

883

884

885

886

887

888

889

890

891

892

893

894

895

896

897

898

899

900

901

902

903

Ordinance

A special fund of the county designated as the "Sewer Rate Stabilization Fund"

V(the "Rate Stabilization Fund") has been established in anticipation of increases in

revenue requirements of the System. In accordance with the provisions of Section 14 of
this ordinance, the county may from time to time appropriate or budget amounts in the
Revenue Fund for deposit in the Rate Stabilization Fund and may from time to time
withdraw amounts therefrom for deposit in the Revenue Fund to prevent or mitigate
sewer rate increases or for other lawful purposes of the county related to the System.

SECTION 14. Sewer Revenue Priorities of Payment. So long as any Bond is
outstanding, the Revenue of the System will be deposited into the Revenue Fund and
used and applied in the following order of priority:

First, to pay all Operating and Maintenance Expenses;

Second, to make all required deposits into the Debt Service Account in the Parity

Bond Fund to-provide for the payment of principal of and interest on Parity Bonds as the

- same become due and payable and to make any Payment Agreement Payments with

respect to any Parity Payment Agreements;

Third, to make all payments required to be made pursuant to a reimbursement
agreement or agreements (or other equivalent documents) in connection with Qualified
Insurance or a Qualified Letter of Credit, provided that if there is not sufficient money to
make all payments under such reimbursement agreements the payments' will be made on
a pro rata basis;

Fourth, to establish and maintain the Parity Bond Reserve Account (including
making deposits into such Account and paying the costs of obtaining Qualified Insurance

or a Qualified Letter of Credit therefor);
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Fifth, to make all required payments of principal and interest on the Parity Lien
Obligations and to make any Payment Agreement Payments with respect to any Parity
Lien Obligation Payment Agreements; and

Sixth, to make all required payments of principal of and interest on the Junior
Lien Obligations as the same become due and payable, to make all Payment Agreement
Payments with respect to any Payment Agreements entered into with respect to Junior
Lien Obligations, and to make any payments required to be made to providers of any
credit enhancement or liquidity facilities for Junior Lien Obligations;

Seventh, to make all required payments of principal of and interest on the Multi-
Modal LTGO/Sewer Revenue Lien Obligations as the same become due and payable, to
make all Payment Agreement Payments for any Payment Agreements entered into with
respect to Multi-Modal LTGO/Sewer Revenué Bonds, and to make any payments
required to be made to providefs of credit enhanc;e;;nents or liquidity facilities for any
Multi-Modal LTGO/Sewer Revenue Bonds;

Eighth, to make all required payments of principal of and interest on the
Subordinate Lien Obligations as the same become due and payable;

Ninth, to make all required payments of principal and interest on bonds, notes,
warrants and other evidences> of indebtedness, the lien and charge against Revenue of the
System of which is junior and inferior to the Subordinate Lien Obligations, as the same
become due énd payable; and

Tenth, to make all required payments of principal and interest due on the SRF

Loans and the Public Works Trust Fund Loans.
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Any surplus money that the county may have on hand in the Revenue Fund after
making all required payments set forth above may be used by the county (i) to make
necessary improvements, additions and repairs to and extensions and replacements of the
System, (11) to purchase or redeem and retire outstanding sewer revenue bonds of the
cdunty, (111) to make deposits into the Rate Stabilizatién Fund, or (iv) for any other lawful
purposes of the county related to the System.

SECTION 15. Construction Account; Disposition of Bond Proceeds.

A. Construction Account. There has heretofore been created a special fund of

the county known as the "Second Water Quality Construction Account” (the
"Construction Account"). For purposes of separately accounting for investment earnings
on the proceeds of the Bonds to facilitate compliance with the requirements of Section 21
of this ordinance, thefe is hereby established for each series of Bonds issued hereunder a
special subaccount within the Construction Account to be designated as the "Series
[applicable year designation] Construction Subaccount” (each a "Construction
Subaccount").

Money in each Construction Subaccount will be held and applied to pay costs of
acquiring, constructing and equipping improvements, additions or betterments to the
System set forth in the Comprehensive Plan and all costs incidental thereto, includil;g but
not limited to engineering, architectural, planning, financial, legal, urban design or any
other incidental costs, and to repay any advances heretofore or hereafter made on account
of such costs, provided that if deficiencies exist in the Parity Bond Fund or Parity Lien
Obligation Bond Fund, money in any Construction Subaccount may be transferred to

such Fund in such amounts as will be necessary to pay principal of and interest on the
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Bonds. Pursuant to a Sale Motion, proceeds of a series of Bonds may be designated to
pay capitalized interest on such Bonds and may be held in the applicable Construction
Subaccount or in a trust account to be established with an escrow agent appointed by the
Finance Director, as provided in such Sale Motion.

B. Disposition of Bond Proceeds. The proceeds of the Bonds will be

deposited as follows:

(1) The amount equal to the interest, if any, accruing on each series of
the Bonds from their dated date to the date of their Closing will be deposited in the
appropriate subaccount for such series created in the Debt Service Account in the Parity
Bond Fund or Parity. Lien Obligation Bond Fund, as applicable.

) Proceeds of each series of the Bonds issued as Parity Bonds may
be deposited into the Parity Bond Reserve Account, as will be provided for in each Sale
Motion for any Bonds issued as Parity Bonds.

3) The balance of the proceeds of any Project Bonds will be deposited
in the appropriate Construction Subaccount (inc_luding an escrow account that may be
established for capitalized interest) as provided in Subsection A of this Section 15 and
applied as provided in subsection A of this Section 15.

4) The balance of the proceeds of any Refunding Bonds will be-
deposited into the appropriate Refunding Account (as hereinafter defined) and applied as
provided in Section 16 of this ordinance.

SECTION 16. Refunding Account; Plan of Refunding.

A. Refunding Account; Guidelines for Refunding. There is hereby

authorized to be established one or more special accounts of the county to be maintained
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with the Escrow Agent (as hereinafter defined) each to be known as a "King County
[appropriate year and series designation] Sewer Revenue Bonds Refunding Account"
(each a "Refunding Account”). Each Refunding Account will be drawn upon for the sole
purpose of paying the principal of and interest and redemption premium, if any, on the
applicable Refunded Bonds and of paying costs related to issuance of such series of
Refunding Bonds and to refunding the applicable Refunded Bonds. Proceeds of the sale
of any Refunding Bonds, together-with other county funds that may be designated for
such purpose, will be deposited into each Refunding Account to provide for refunding the
applicable Refunded Bonds, as authorized by the ordinances authorizing the Refunded
Bonds, and to pay the costs of issuance of such Refunding Bonds.

The Finance Director is authorized to de_termine, in consultation with the county's
financial advisors,‘ which of the Refunding Candidates, if any, are to be refunded. In
determining which of the Refunding Candidates, if any, should be advance refunded
under the authority of this ordinance, the council intends that the Finance Director adhere
to a refunding guideline that the present value of the savings achieved by any advance
refunding meet or exceed a minimum level of 5% of the principal amount of Refunded
Bonds that are advance refunded. This requirement does not ;apply to the current
refunding of any Refunded Bonds, i.e. the redemption of such-Refunded Bonds paid- for
with proceeds of Refunding Bonds issued no earlier than ninety (90) days prior to such
date fixed for redemption.

B. Plan of Refunding. Each plan of refunding and call for redemption of

Refunded Bonds will be set forth in and ratified and confirmed by a Sale Motion. Money

in each Refunding Account will be used immediately upon receipt thereof to defease the
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applicable Refunded Bonds and discharge the other obligations of the county relating
thereto under the ordinances that authorized such Refunded Bonds, by providing for the
payment of the principal of and interest and redemption premium, if any, on such
Refunded Bonds as set forth in a Sale Motion. The county will defease such bonds and
discharge such obligations by the use of the money in each Refunding Account to
purchase Government Obligations (which obligations so purchased, are herein called
"Escrow Securities") bearing such interest and maturing as to principai and interest in
such amounts and at such times that, together with any necessary beginning cash balance,
will provide for the payment of such Refunded Bonds, as set forth in the Sale Motion.
Such Escrow Securities will be purchased at a yield not greater than the yield permitted
by the Code and regulations relating to obligations acquired in connection with refunding
bond issues.

In connection with the issuance of each series of the Refunding Bonds, to carry
out the refunding and defeasance of Refunded Bonds, the Finance Director is hereby
authorized to appoint as escrow ggent a bank or trust company qualified by law to
perform the duties described herein (each, an "Escrow Agent"). Any beginning cash
balance and the Escrow Securities will be irrevocably deposited with the Escrdw Agent
in an amount sufficient to defease the Refunde__:d Bonds in accordance with this Sect-ion 16
and a Sale Motion.

The county will take such actions as are found necessary to see that all necessary

and proper fees, compensation and expenses of the Escrow Agent are paid when due.

~ The proper officers and agents of the county are directed to obtain from each Escrow

_Agent an agreement setting forth the duties, obligations and responsibilities of such
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Escrow Agent in connection with the redemption and retirement of the Refunded Bonds
as provided herein and setting forth provisions for the payment of the fees, compensation
and expenses of such Escrow Agent as are satisfactory to it. To carfy out the purposes of
this section of this ordinance, the Finance Director is authorized and directed to execute
and deliver to each Escrow Agent an escrow agreement in form approved by the county's
bond counsel.

C. Findings of Savings and Defeasance. By a Sale Motion, the council will

set forth its findings of savings and defeasance with respect to those Refunded Bonds
aﬁthorized to be refunded from the proceeds of each series of Refunding Bonds.
SECTION 17. Due Regard for Expenses. The county council hereby declares
that, in fixing the amounts to be péid into the Parity Bond Fund and Parity Lien
Obligation Bond Fund, as applicable, and the accounts therein, out of the Revenue of the
System, it has exercised due regard for the necessary Operating and Maintenance
Expenses and has not obligated' ther county to set aside, pay into and maintain in said fund
and accounts a greater amount of the Revenue of the System than in its judgment will be
available over and above such necessary Operating and Maintenance Expenses.
'SECTION 18. Rate Covenants.
A. Parity Bonds. The county hereby covenants with the owner of each of the B»onds
issued as Parity Bonds for so long as any of the same are outstanding that the county will
at all times establish, maiﬁtain and collect rates and charges for sewage disposal service
that, together with the interest to be earned on investments of money in the Revenue

Fund, Parity Bond Fund, Parity Bond Reserve Account and Construction Account, will
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provide in each calendar year Net Revenue in an amount equal to at least 1.15 times the
amount required to pay the Annual Parity Debt Service for such calendar year.

At all times and in any event, rates and charges for sewage disposal service will
be sufficient to provide funds adequate to operate and maintain the System, to make all
payments and to establish and maintain all reserves required by this or any other
ordinance authorizing obligations of the county payable from Revenue of the System, to
make up any deficit in such payments remaining from prior years and to pay all costs
incurred in the construction or acquisition of any portion of the Comprehensive Plan that
may be ordered by the county and for the payment of which sewer revenue bonds (or
other obligations payable from Revenue of the System) are not issued.

B. Parity Lien Obligations. The county hereby covenants with the owner of

each of the Bonds issued as Parity Lien Obligations for so long as any of the same are
outstanding that the county will at all times establish, maintain and collect rates and
charges for sewage disposal service that will be fair and nondiscriminatory and adequate
to provide Revenue of the System sufficient for the proper operation and maintenance of
the System; for the punctual payment of the principal of and interest on all outstanding
Parity Bonds for which payment has not otherwise been provided and all arﬁounts that the
county is obligated to set aside in the Parity Bond Fund securing the Parity Bonds; for the
punctual payment of the principal of and interest on all outstanding Parity Lien
Obligations and for all amounts that the county is obligated to set aside in the Parity Lien
Obligation Bond Fund; and for the payment of any and all other amounts that the county

1s now or may hereafter become obligated to pay from Revenue of the System.
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The county hereby further covenants with the owner of each of the Bonds issued
as Panty Lien Obligations for so long as any of the same are outstanding that the county
will at all times establish, maintain and collect rates and charges for sewage disposal
service that, together with the interest to be earned on investments made of money in the
Revenue Fund, Construction Account, Parity Bond Fund and the Parity Lien Obligation
Bond Fund, will provide in each calendar year Net Revenue in an amount equal to at least

1.15 times the amounts required to pay the Annual Debt Service for such calendar year.

C. Rate Stabilization Account. For the purpose of meeting the requirements
of this Section 18, there may be added to Revenue of the System for any fiscal year any
amount withdrawn from the Rate Stabilization Fund and deposited in the Revenue Fund.
For any fiscal year, amounts withdrawn from the Revenue Fund and deposited into the
Rate Stabilization Fund for such fiscal year must be subtracted from Net Revenue.

SECTION 19. Certain Other Covenants of the Bonds. The county hereby
covenants with thé owner and holder of each of the Bonds for as long as any of such
Bonds are outstanding, as follows:

A. Maintain in Good Order. The county will cause the System and the

business in connection therewith to be operated in a safe, sound, efficient, and economic
manner in compliance with all health, safety, and environmental laws, regulatory b(;dy
rules, regulatory body orders and court orders applicable to the county's operation of the
System, and will cauSe to be maintained, preserved, reconstructed, expanded and kept,
with all appurtenances and every part and parcel thereof, in good repair, working order

and condition, and will from time to time cause to be made, without undue deferral, all
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necessary or proper repairs, replacements and renewals, so that all times the operation of
the System will be properly and advantageously conducted.

B. Books and Records. The county will cause proper books of record and

accounts of operation of the System to be kept, including an annual financial report.

C. Annual Audit. The county will cause its books of accounts, including its
annual financial report, to be audited annually by the State auditor's office or other State
department or agency as may be authorized and directed by law to make such audits, or if
such an audit is not made for twelve months after the close of any fiscal year of the
county, by a Certified Public Accountant. The county will furnish such audit to the
owner or holder of any Parity Bond or Parity Lien Obligation upon written request
therefor.

D. Insurance. The county will at all times carry fire and extended coverage
and such other forms of insurance on such of the buildings, equipment,_facilities and
properties of the Sewer System as under good practice are ordinarily carried on such
buildings, equipment, facilities and properties by municipal or privately owned utilities
engaged in the operation of sewer systems and will also carry adequate public liability
insurance at all times, i)rovided that the county may, if deemed advisable by the county
council, institute or continue a self insurance program with respect to any or all of tt-le
aforementioned risks.

E. Construction. The county will cause the construction of any duly
authorized and ordered portions of the Comprehensive Plan to be performed and

completed within a reasonable time and at the lowest reasonable cost.
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F. Collection of Revenue. The county will so operate and maintain the

System and conduct its affairs as to entitle it at all times to receive and enforce payment
to it of sewage disposal charges payable (i) pursuant to the ordinance or ordinances
establishing a tariff of rates and charges for sewage disposal services and (ii) under any
Service Agreement that the county has now or may hereafter enter into and to entitle the
county to collect all revenues derived from the operation of the System. The county shall
not release the obligations of any person, corporation or political éubdivision under such
tariff of rates and charges or the Service Agreements and shall at all times, to the extent
permitted by law, defend, enforce, preserve and protect the rights and privileges of the
county and of the holders of the Parity Bonds and Parity Lien Obligations under or with
respect thereto.

In accordance with RCW 35.58.200(3), the county shall require any county, city,
§pecial district or other political subdivision to discharge to the System all sewage
cbllected by such entity from any portion of the Seattle metropolitan area that can drain
by gravity flow into facilities of the System that serve such areas if the county council
declares that the health, safety or welfare of the people within the metropolitan area
require such action.

G.  Legal Authority. The county has full legal right, power and authority to

adopt this ordinance, to sell, issue and deliver Bonds as provided herein, and to carry out

and consummate all other transactions contemplated by this ordinance.

H. Due Authorization. By all necessary official action prior to or

- concurrently herewith, the county has duly authorized and approved the execution and

delivery of, and the performance by the county of its obligations contained in, the Bonds
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and in this ordinance and the consummation by it of all other transactions necessary to
effectuate this ordinance in connection with the issuance of Bonds, and such
authorizations and approvals are in full force and effect and have not been amended,
modified or supplemented in any material respect.

I Binding Obligation. This ordinance constitutes a legal, valid and binding

obligation of the county.

J. No Conflict. The adoption of this ordinance, and compliance on the
county's part with the provisions contained herein, will not conflict with or constitute a
breach of or default under any constitutional provisions, law, administrative regulation,
judgment, decree, loan agreement, indenture, bond, note, resolution, ordinance, motion,
agreement or other instrument to which the county is a party or to which the county or
any of its property or assets are otherwise subject, nor will any such adoption, execution,
delivery, sale, issuance or compliance result in the creation or imposition of any lien,
charge or other security interest or encumbrance of any nature whatsoever upon any of
the property or assets of the county or under the terms of any such law, regulation or

instrument, except as may be provided by the Bonds issued as Parity Lien Obligations

and this ordinance.

K. Performance Under Ordinance. None of the proceeds of the Bonds \;vill be
used for any purpose other than as provided in this ordinance, and the county shall not
suffer any amendment or supplement to this ordinance, or any departure from the due
performance of the obligations of the county hereunder, that might materially adversely

affect the rights of the owners from time to time of the Bonds.
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L. Sale or Disposition. The county will not sell or voluntarily dispose of all

of the operating properties of the System unless provision is made for payment into the
Parity Bond Fund and the Parity Lien Obligation Bonds Fund of a sum sufficient to pay
the principal of and interest on all outstanding Parity Bonds and Parity Lien Obligations
in accordance with the terms thereof, nor will the county sell or voluntarily dispose of
any part of the operating properties of the System unless provision is made (i) for
payment into the Parity Bond Fund of an amount that will bear at least the same
proportion to the amount of the outstanding Parity Bonds that the estimated amount of
any resulting reduction in the Revenue of the System for the twelve months following
such sale or disposition bears to the Revenue of the System that would have been realized
if such sale or disposition had not been made and (ii) for payment into the Parity Lien
Obligation Bond Fund of an amount that will bear at least the same proportion to the
amount of the outstanding Parity Lien Obligations that the estimated amount of any
resulting reduction in the Revenue of the System for the twelve months following such
sale or disposition bears to the Revenue of the System that would have been realized if
such sale or disposition had not been made. Such estimate shall be made by a
Professional Utility Conspltant. Any money so paid into the Parity Bond Fund and the
Parity Lien Obligation Bond Fund shall be used to retire outstanding Parity Bonds and
Parity Lien Obligations as prévided herein at the earliest possible date; provided,
however, that tﬁe county may sell or otherwise dispose of any of the works, plant,
properties and facilities of the System or any real or personal property comprising a part
of the System with a value of less than 5% of the net utility plant bf the System or which

shall have become unserviceable, inadequate, obsolete or unfit to be used in the operation
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of the System, or no longer necessary, material to or useful in such operation, without
making any deposit into the Parity Bond Fund or Parity Lien Obligation Bond Fund.

SECTION 20. Certain Other Covenants of the Parity Lien Obligations. The
county makes the following covenants and warranties to the owner of each of the Bonds
issued as Parity Lien Obligations:

A. The Bonds issued as Parity Lien Obligations, when issued, sold,
authenticated and delivered, will constitute the legal, valid and binding general
obligations of the county.

B. The county finds and covenants that the Bonds issued as Parity Lien
Obligations are issued within all statutory and constitutional debt limitations applicablé to
the county.

SECTION 21. Tax Covenants.

A. General. The county may elect to structure any series of Bonds so that
intergst on such series of Bonds would be excludable from gross income for federai
income tax purposes pursuant to sections 103 and 141 through 150 of the Code and the
applicable regulations (the "Tax-Exempt Bonds") or to confer other benefits under the
Code to the county or owners of such series of Bonds ("Tax-Benefited Bonds"). The
county covenants not to take any action, or knowingly omit to take any action within its
control, that if taken or omitted would cause the interest on Tax-Exempt Bonds to be
includable in gross income, as defined in section 61 of the Code, for federal income tax
purposes. Additional tax covenants as necessary or desirable for any series of Bonds may

be set forth in the Sale Motion for such series of Bonds.
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B. - Tax Certificate. Upon the issuance of any series of Tax-Exempt Bonds or

Tax-Benefited Bonds, the Finance Director is authorized to execute a federal taxi
certificate (the "Tax Certificate”), which will certify to various facts and representations
concerning such series of Bonds, based on the facts and estimates known or reasonably
expected on the date of their issuance, and make certain covenants with respect to such
series of Bonds as may be necessary or desirable to obtain or maintain the benefits
conferred under the Code relating to such series of Tax-Exempt Bonds or Tax-Benefited
Bonds.

The county covenants that it will comply with the Tax Certificate unless it
receives advice from nationally recognized bond counsel or the Internal Revenue Service
that certéin provisions have been amended or no longer apply to the Tax-Ekempt Bonds
or Tax-Benefited Bonds, as applicable.

C. Arbitrage Rebate. If the county does not qualify for an exception to the

requirements of Section 148(f) of the Code relating to the payment of arbitrage rebate »to
the United States with respect to a series of Bonds, the county will take all necessary
steps to comply with the requirement that certain amounts earned by the county on the -
investment of the "gross proceeds" of such series of Bonds (within the meaning of the
Code) be rebéted._

SECTION 22. Trustee for Parity Bondowners.

A. Appointment of Trustee. Upon the occurrence of any "event of default”

described in Section 23.A of this ordinance, the owners of a majority in principal amount
of the outstanding Parity Bonds may appoint a Trustee by an instrument or concurrent

instruments in writing signed and acknowledged by such Parity Bondowners or by their
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attomeyé-in—fact duly authorized and delivered to such Trustee, notification thereof being
given to the county. Any appointment of a Trustee under the provisions of this
subsection must 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 fees and
expenses of a Trustee must be borne by the Parity Bondowners and not by the county.
The bank or trust company acting as a Trustee may be removed at any time and a
successor Trustee may be appointed by the owners of a majority in principal amount of
the outstanding Parity Bonds, by an instrument or concurrent instruments in writing
signed and acknowledged by such Parity Bondowners or by their attorneys-in-fact duly
authorized. |

The Trustee appointed in the manner herein provided, and each successor thereto,
is hereby declared to be a trustee for the owners of all the Parity Bonds and is empowered
to exercise all the rights and powers herein conferred on the Trustee.

B. Certain Rights and Obligations of Trustee. The Trustee will not be

responsible for recitals in any ordinance or in the Parity Bonds, or for the validity of said
bonds, nor will the Trustee be responsible for insuring the System or for collecting any
insurance money or for the title to any of the property of the System.

The Trustee will be protected in acting upon any notice, request, consent,
certificate, order, affidavit, letter, telegram or other paper or document believed by it to
be genuine and correct and to have been signed, sent or delivered by the person or
persons by whom such paper or document is purported to have been signed, sent or

delivered.
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The Trustee will not be answerable for any neglect or default of any person, firm
or corporation employed and selected by it with reasonable care. -

The Trustee will permit the owner or holder of any Parity Bonds to inspect any
instrument, opinion or certificate filed with the Trustee by the county or by any person,
firm or corporation acting for the county.

The Trustee will not be bound to recognize any person as an owner or holder of
any Parity Bond until his, her or its title thereto, if disputed, has been established to the
Trustee's reasonable satisfaction.

The Trustee may consult with counsel, and the opinion of such counsel will 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.

SECTION 23. Events of Default for Parity Bonds; .Powers and Duties of
Parity Bondowners Trustee.

A. Events of Default. The occurrence of one or more of the following is an

"event of default” with respect to any Bonds issued as Parity Bonds under this ordinance:

(1) default in the payment of principal of or interest on any Parity
Bonds when the same becomes due; or

(1) default in the observance or performance of any of the other
covenants applicable to Parity Bonds herein contained, and such default continues for a
period of six months after written notice to the county from a Parity bondholder
specifying such default and requiring the same to be remedied.

B. Powers of Trustee. The Trustee in its own name and on behalf of and for

the benefit and protection of the holders and owners of all Parity Bonds may proceed, and
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upon the written request of the holders and owners of not less than 25% in principal
amount of the Parity Bonds then outstanding must proceed, to protect and enforce any
rights of the Trustee and, to the full extent that owners or holders of Parity Bonds
themselves might do, the rights of such owners and holders of Parity Bonds under the
laws of the State of Washington or under the ordinances providing for the issuance of
such bonds, by such suits, actions or proceedings in equity or at law, either for the
specific performance of any covenant contained herein or in aid or execution of any
power herein granted or for any proper legal or equitable remedy as the Trustee may
deem most effectual to protect and enforce the rights of the Trustee and the holders and
owners of Parity Bonds. In the enforéement of any such rights under this or any other
ordinance of the county, the Trustee is entitled to sue for, to enforce payment 'of and to
receive any and all amounts due from the county for principal, interest or otherwise under
any of the provisions of such ordinance, with interest on overdue payments at the rate or
rates set forth in such bond or bonds, together with any and all costs and expenses of
collection and of all proceedings taken by the Trustee without prejudice to any other ﬁght
or remedy of the Trustee or of the bondholders.

If default is made in the payment of principal of any Parity Bond and such default
continues for a period of 30 days, (i) so long as any of the 2001 Bonds, 2002A Bon<;ls,
2002B Bonds, 2003A Bonds, 2004A Bonds and 2004B Bonds remain outstanding, the
Trustee shall be entitled to declare all outstanding Parity Bonds immediately due and
payable and may proceed to enforce payment thereof as hereinabove provided, and (ii)
after such time as no 2001 Bonds, 2002A Bonds, 2002B Bonds, 2003A Bonds, 2004 A

Bonds and 2004B Bonds remain outstanding, the Trustee may not accelerate payment of
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any Parity Bonds but may proceed to enforce payment thereof as hereinabove provided.
If, in the sole judgment of the Trustee, any default is cured and the Trustee furnishes the
county a certificate so stating, such default is conclusively deemed to be cured, and the
county, Trustee and owners and holders of Parity Bonds will be restored to the same
rights and position they would have held if no event of default had occurred.

C. Actions in Name of Trustee. All rights of action under this ordinance or

upon any of the Parity Bonds enforceable by the Trustee may be enforced by the Trustee -
without the possession of any of such bonds or the production thereof on the trial or other
proceedings relative thereto, and any such suit, action or proceeding instituted by the
Trustee will be brought in its name for the ratable benefit of the holders of said bonds,
subject to the provisions of this ordinance.

D. Procedure by Bond Owners. No owner of any one or more of the Parity

. Bonds has any right to institute any action, suit or proceedings at law or in equity for the

enforcement of the same, unless an event of default occurs and unless no Trustee is
appointed as herein provided, but any remedy herein authorized to be exercised by a
Trustee may be exercised individually by any Parity Bondowner, in his own name and on
his own behalf or for the benefit of all Parity Bondowners, if no Trustee is appointed, or
with the consent of the Trustee if such Trustee has been appointed. |

E. Application of Money Collected by Trustee. Any money collected by the

Trustee at any time pursuant to this section will be applied, first, to the payment of its
charges, expenses, advances and compensation and the charges, expenses, counsel fees,
disbursements and compensation of its agents and attorneys, and, second, toward

payment of the amount then due and unpaid upon the Parity Bonds, ratably and without
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preference or priority of any kind not expressly provided in this ordinance, according to
the amounts due and payable upon such bonds at the date fixed by the Trustee for the
distribution of such money, upon presentation of the several bonds and upon causing such
payment to be stamped thereon, if partly paid, and upon surrender thereof, if fully paid. :
SECTION 24. Future Parity Bonds. The county further covenants and agrees

with the owners and holders of the Parity Bonds for as long as the same are outstanding
that it will not create any special fund for the payment of the principal of and interest on
any revenue bonds that will rank on a-parity with or have any priority over the payments
out of the Revenue of the System required to be made into the Parity Bond Fund and the
accounts therein to pay or secure the payment of the outstanding Parity Bonds, except
that it reserves the right for: |

€} the purpose of acquiring, constructing and installing any portion of
the Comprehensive Plan, or

2 the purpose of acquiﬁng, constructing and installing any neceésary
renewals or replacements of the System, or

3) the purpose of refunding or purchasing and retiring at or prior to
their maturity any outstanding obligations of the county payable from Revenue of the
System, -
to issue additional or refunding bonds and to make payments into the Parity Bond Fund
out of the Revenue Fund that will be sufficient to pay the principal of and interest on said

additional or refunding bonds and to maintain required reserves, which such payments

out of the Revenue Fund may rank equally with the payments out of the Revenue Fund

- required to be made into the Parity Bond Fund and the accounts therein for the payment
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of the principal of and interest on outstanding Parity Bonds only upon compliance with
the folowing conditions:

A. At the time of the issuance of any Future Parity Bonds there is no
deficiency in the Parity Bond Fund or any account therein.

B. Each ordinance providing for the issuance of any Future Parity Bonds that
are refunding bonds must require that all money held in any fund or account of the county
created for the purpose of paying the principal of and interest on the bonds being
refunded either be used to pay the principal of and interest on such bonds or be
transferred or paid into the Parity Bond Fund.

C. Each ordinance providing for the issuance of Future Parity Bonds must
provide for the payment of the principal thereof and interest thereon out of the Parity
Bond Fund. The Future Parity Bondg may bear such date of issue, interest payment
dates, and principal payment dates, and may mature in such year or years as the county
council provides. Each such ordinance will further provide that upon the issuance of
sﬁch Future Parity Bonds, the couniy will pay into the Parity Bond Reserve Account an
amount that will be sufficient to satisfy the Reserve Requirement then applicable or
provide Qualified Insurance or a Qualified Letter of Credit to satisfy such Reserve
Requirement.

D. ¢} At the tim¢ of the issuance of any Future Parity Bonds, the county
must have on file a certificate from a Professional Utility Consultant (the certificate may
not be dated more than 90 days prior to the date of delivery of such Future Parity Bonds),
showing that in his or her professional opinion the "annual income available for debt

service on Parity Bonds" for each year during the life of such Future Parity Bonds shall
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be at least equal to 1.25 times the amount required in each such year to pay the Annual
Parity Debt Service for such year.

(2) Such "@ual income available for debt service on Parity Bonds"
will be determined as follows for each year following the proposed date of issue of such
Future Parity Bonds:

(1) The Revenue of the System will be determined fof a pertod
of any 12 consecutive months out of the 18 months immediately preceding the delivery of
the Future Parity Bonds being issued.

(1) Such revenue may be adjusted to give effect on a 12-month
basis to the rates in effect on the date of such certificate.

(ii1)  If there were any Customers added to the System during
such 12-month period or thereafter and prior to the date of the Professional Utility
Consultant's certificate, such revenue may be further adjusted on the basis that added
Customers were Customers of the System during the entire 12-month period.

(iv)  There will be deducted from such revenue the amount
expended for Operating and Maintenance Expenses during such period.

v) For each year following the proposed date of issuance of
such Future Parity Bonds the Professional Utility Consultant may add to the annual-
revenue determined in the preceding four paragraphs an estimate of the income to be
received in each such year from the investment of money in the Parity Bond Fund and
any account therein, and the Construction Account, which will be determined by an(i n
the sole discretion of a firm of nationally recognized financial consultants selected by the

county.
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(vi)  Beginning with the second year following the proposed
date of issue of such Future Parity Bonds and for each year thereafter, the Professional
Utility Consultant may add to the annual revenue determined in the preceding five
paragraphs his or her estimate of any additional annual revenue to be received from
anticipated growth in the number of Customers within the area served by the System on
the date of such certificate, after deducting therefrom any increased Operating and
Maintenance Expenses estimated to be incurred as a result of such growth; provided that
the Professional Utility Consultant's estimate of the number of Customers served may not

assume growth of more than 1/4 of 1% over and above the number of Customers served

or estimated to be served during the preceding year.

(vii)  If extensions of or additions to the System are in the:
process of construction at the time of such certificate, or if the proceeds of the Future
Parity Bonds being issued are to be useci to acquire or construct extensions of orvadditions ,
to the System, there may be added to the annual net revenue as above determined any
revenue not included in the preceding paragraphs that will be derived from such additions
and extensions after déducting therefrom the estimated additional Operating and
Maintenance Expenses to be incurred as a result of such additions and extensions;
provided that such estimated annual revenue will be based upon 75% of any estimat-ed
Customer growth in the four years following the first full year in which such additional
revenue is to be collected and thereafter the estimated Customer growth may not exceed
1/4 of 1% per year over and above such reduced estimate.

E. Instead of the certificate described in subsection D above, the county may

elect instead to have on file a certificate of the Finance Director demonstrating that
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during any 12 consecutive calendar months out of the immediately preceding 18 calendar
months Net Revenue was at least-equal to 1.25 times the amount required to pay, in each

year that such Future Parity Bonds would be outstanding, the Annual Parity Debt Service
for such year.

F. For the purpose of refunding at or prior to their maturity any outstanding
Parity Bonds or any bonds or other obligations of the county payable from Revenue of
the System, the county may at any time issue Future Parity Bonds without complying
with the provisions of subsection D or E hereof; provided, however, that the county may
not issue Future Parity Bonds for such purpose under this subsection F unless the Finance
Director certifies that upon the issuance of such Future Parity Bonds that (i) total debt
service required for all Parity Bonds (including the refunding bonds but not including the
bonds to be refunded thereby) will decrease, and (ii) the Annual Parity Debt SerQice for
each year that any Parity Bonds (including the refunding bonds proposed to be issued) ére
then outstanding will not be increased by more.than $5,000 by reason of the issuance of
such Future Parity Bonds.

The principal amount of Future Parity Bonds issued pursuant to this subsection F
may include amounts necessary to pay the principal of the Parity Bonds or other
obligations to be refunded, interest thereon to the date of payment or redemption thereof,
any premium payable thereon upon such payment or redemption and the costs of issuance
of such Future Parity Bonds, and if a Payment Agreement has been provided with respect
to the obligations to bé refunded, may include amounts necessary to make the payment of
all amounts, if any, due and payable by the county under such Payment Agreement. The

proceeds of such Future Parity Bonds will be held and applied in such manner as is
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provided for in the ordinance authorizing the issuance of the Parity Bonds or other
obligations to be refunded, so that upon the delivery of such Future Parity Bonds, the
Parity Bonds or other obligations to be refunded thereby will be deemed no longer
outstanding in accordance with the ordinance authorizing their issuance.

G. Nothing contained in this ordinance prevents the county from issuing
revenue bonds that are a charge upon the Revenue of the System and money in the
Revenue Fund junior or inferior to the payments required to be made therefrom into the -
Bond Fund and any account therein, nor shall anything herein contained prevent the
county from issuing Future Parity Bonds to refund maturing Parity Bonds for the
payment of which money is not otherwise available.

SECTION 25. Additional Parity Lien Obligations. The county expressly
reserves the right to issue addition‘a] Parity Bonds in accordance with the ordin'ance_s,
including this ordinance, authorizing the Parity Bonds. Subject to this reservation of
rights with respect to Parity Bonds, the county hereby covenants and agrees with the
owners-of any Bonds issued as Parity Lien Obligations, so long as such Bonds are
outstanding, that it will not issue or incur any other additional indebtedness secured in
whole or in part by a lien on Revenue of the System superior to the Lien of such Bonds
issued as Parity Lien Obligations.

A. Parity Lien Obligation Other Than Refunding Bonds. The county

expressly reserves the right to issue or enter into additional Parity Lien Obligations
(including Variable Rate Parity Lien Obligations as defined herein) for any lawful
purpose of the county related to the System if at the time of 1ssuing or entering into such

Parity Lien Obligations:
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(i)  Thereisno deficiency in the Parity Bond Fund, the Parity Lien
Obligation Bond Fund or any other bond fund or account securing Parity Lien
Obligations.

(1)  The county must have on file a certificate from a Professional
Utility Consultant (the certificate may not be dated more than 90 days prior to the date of
delivery of such Parity Lien Obligations) showing that in his or her professional opinion,
the "annual income available for debt service on Parity Bonds and Parity Lien
Obligations" for each year during the life of such Parity Lien Obligations is at least equal
to 1.25 times the amount required to pay Annual Debt Service in each such year.

(i1)  Such "annual income available for debt service on Parity Bonds
and Parity Lien Obligations" shall be determined as follows for each year following the
proposed date of issue of such Parity Lien Obligations:

1. The Revenue of the System will be determined for a period

of any 12 consecutive months out of the 18 months immediately preceding the delivery of

the Parity Lien Obligations being issued.

2. Such revenue may be adjusted to give effect on a 12-month
basis to the rates in effect on the date of such certificate.

3. If there were any Customers added to the System du'ri-ng
such 12-month period or thereafter and prior to the date of the Professional Utility
Consultant's certificate, such revenue may be further adjusted on fhe basis that added
Customers were Customers of the System during the entire 12-month period.

4. There will be deducted from such revenue the a;nount

expended for Operating and Maintenance Expenses during such period.
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5. For each year following the proposed date of issuance of
such Parity Lien Obligations the Professional Utility Consultant may add to the annual
revenue determined in the preceding four paragraphs an estimate of the income to be
received in each such year from the investment of money in the Parity Bond Fund, the
Parity Lien Obligation Bond Fund and the Constnﬁlction Account, which will be
determined by and in the sole discretion of a firm of nationally recognized financial
consultants selected by the county.

6. Beginning with the second year following the; proposed
date of issue of such Parity Lien Obligations and for each year thereafter the Professional
Utility Consultant may add to the annual revenue determined in the preceding five
paragraphs his or her estimate of any additional annual revenue to be received from
anticipated growth in the number of Customers within the area served by the System on
the date of such certificate, after deducting therefrom any increased Operating and
Maintenance Expenses estimated to be incurred as a result of such growth; provided that _
the Professional Utility Consultant's estimate of the number of customers served may
shall not assume a growth of more than 1/4 of 1% over and above the number of
customers served or estimated to be served during the preceding year.

. If extensions of or additions to the System are in the
process of construction at the time of such certificate, or if the proceeds of the Parity Lien
Obligations being issued are to be used to acquire or construct extensions of or additions
to the System, there may be added to the annual net revenue as above determined any

revenue not included in the preceding paragraphs which will be derived from such

additions and extensions after deducting therefrom the estimated additional Operating
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and Maintenance Expenses to be incurred as a result of such additions and extensions;
provided that such estimated annual revenue must be based upon 75% of any estimated
Customer growth in the four years following the first full year in which such additional
revenue 1s to be collected and thereafter the estimated Customer growth may not exceed
1/4 of 1% per year over and above such reduced estimate.

@1v) Insteeid of the certificate described in subsections (ii) and (ii1)
above, the county may elect to have on file a certificate of the Finance Director
demonstrating that during any 12 consecutive calendar months out of the immediately
preceding 18 calendar months Net Revenue was at least equal to 1.25 times the amount
required to pay, in each year that such Parity Lien Obligations would be outstanding, the

Annual Debt Service for such year.

B. Parity Lien Obligations That Are Refunding Bonds.

| (1) The county may at any time for the purpose of refunding at or prior
to their maturity any outstanding Parity Lien Obligations, Parity Bonds, or any bonds or
other obligations of the county payable from Revenue of the System issue additional
Parity Lien Obligations without complying with the provisions of subsections (ii)-(iv) of
Section 25.A hereof if there is filed with the clerk of the county council a certificate of
the Finance Directyor stating that upon the issuance of such additional Parity Lien
Obligations (i) total debt service on all Parity Bonds and Parity Lien Obligations
(including the refunding bonds but not including the bonds to be refunded thereby) will
decrease, and (i1) the Annual Debt Service for each year that any Parity Bonds and any

Parity Lien Obligations (including the refunding bonds proposed to be issued) are then
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outstanding will not be increased by more than $5,000 by reason of the issuance of such
additional Parity Lien Obligations. -

(11)  The principal amount of such Parity Lien Obligations may include
amounts necessary to pay the principal of the bonds or other obligations to be refunded,
interest thereon to the date of payment or redemption thereof, any premium payable
thereon upon such payment or redemption and the costs of issuance of such Parity Lien
Obligations, and if a Payment Agreement has been provided with respect to the
obligations to be refunded, may include amounts necessary to make the payment of all
amounts, if any, due and payable by the county under such Payment Agreement. The
proceeds of such Parity Lien Obligations will be held and applied as is provided in the
ordinance authorizing the issuance of such Parity Lien Obligations, so that upon the
delivery of such Parity Lien Obligations, the bonds or other obligations to be refunded
thereby will be deemed no longer outstanding in accordance with the ordinance
authorizing their issuance.

(ii1) At the election of the county, the provisions of this Section 25.B
need not apply to the refunding at one time of all the Parity Lien Obligations then
outstanding.

@) ' Nothing contained in this ordinance prohibits or prevents, or will
be deemed or construed to prohibit or prevent, the county from issuing Parity Lien
Obligations to refund maturing Parity Lien Obligations of the county fc;r the payment of

which money is not otherwise available.

C. Subordinate Obligations. Nothing in this ordinance prohibits, or will be

deemed or construed to prohibit, the county from authorizing and issuing bonds, notes or
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other evidences of indebtedness for any purpose of the county related to the System
payable in whole or in part from Revenue Qf the System and secured by a lien on such
Revenue that is junior, subordinate and inferior to the lien of any Bonds issued as Parity
Lien Obligations.

SECTION 26. Reimbursement Obligations. If the county elects to secure any
Bonds with a Credit Facility, the county may contract with the entity providing such
Credit Facility that the reimbursement obligation, if any, to such entity will be a Parity
Bond or Pan'ty_. Lien Obligation, as applicable.

SECTION 27. Payment Agreements.

A. General. To the extent and for the purposes permitted from time to time
by Chapter 39.96 RCW, as it may be amended, and other applicable provisions of State
law, the county may enter into Payment Agreements, subject to the conditions set forth in
this section and in other provisions of this ordinance.

B. Manner and Schedule of Payments. Each Payment Agreement must set

forth the manner in which the Payment Agreement Payments and the Payment

Agreement Receipts will be calculated and a schedule of payment dates.

C. Authorizing Ordinance. Prior to entering into a Payment Agreement, the
county council must pass an ordinance authorizing such agreement and setting forth such
provisions as the county deems necessary or desirable and are not inconsistent with the

provisions of this ordinance.

D. Calculation of Payment Agreement Payments and Debt Service on Bonds

with Respect to which a Payment Agreement is in Force. It is the intent of the county, for

purposes of Sections 18, 24 or 25 of this ordinance, that debt service on Parity Bonds
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with respect to which a Parity Payment Agreement is in force will be calculated to reflect
the net economic effect on the county intended to be produced by the terms of such Parity
Bonds and Parity Payment Agreement and that debt service on Parity Lien Obligation
Bonds with respect to which a Parity Lien Obligation Payment Agreement is in force will
be calculated to reflect the net economic effecf on the county intended to be produced by
the terms of such Parity Lien Obligation Bonds and Parity Lien Obligation Payment
Agreement. In calculating such amounts, the county will be guided by the following -
requirements.

(1) The amount of interest deemed to be payable on any Bonds with
respect to which a Payment Agreement is in force will be an amount equal to the arhount
of interest that would be payable at the rate or rates stated in those Bonds plus Payment
Agreement Payments minus Payment Agreement Receipts.

(11) For any period during which Payfnent Agreement Payments are
not taken into account in calculating interest on any outstanding Bonds because the
Payment Agreement is not then related to any outstandihg Bonds, Payment Agreement
Payments on that Parity Payment Agreementi will be calculated based upon the following
assumptions:

(a) County Obligated to Make Payments Based on Fixed Rate.

If the county is obligated to make Payment Agreement Payments based on a fixed rate
and the Qualified Counterparty is obligated to make payments based on a variable rate
index, payments by the county will be based on the assumed fixed payor rate, and

payments by the Qualified Counterparty will be based on a rate equal to the average rate
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~ determined by the variable rate index specified by the Payment Agreement during the

fiscal quarter preceding the quarter in which the calculation is made; and

(b) County Obligated to Make Payments Based on Variable

Rate Index. If the county is obligated to make Payment Agreement Payments based on a
variable rate index and the Qualified Counterparty is obligated to make payments based
on a fixed rate, payments by the county will be based on a rate equal to the average rate
determined by the variable rate index specified by-the Payment Agreement during the
fiscal quarter preceding the quarter in which the calculation is made, and the Qualified
Counterparty will make payments based on the fixed rate specified by the Payment
Agreement.

E. Prior Notice to Rating Agencies. The county will give notice to Moody's

and S&P 30 days prior to the date it intends to enter into a Parity Payment Agreement
and will give notice to Fitch, Moody's and S&P 30 days prior to the date it intends to
enter into a Parity Lien Obligation Payment Agreement.

SECTION 28. Sale of Bonds.

| A. Determination by Finance Director. The Finance Director will determine,
in consultation with the county's financial advisors, the principal amount of each series of
the Project Bonds, which of the Refunding Candidates will be refunded, whether Preject
Bonds and Refunding Bonds will be sold separately or in one or more combined series7

whether each series of Bonds will be structured as Tax-Exempt Bonds, Tax-Benefited

- Bonds or otherwise, and whether each series of Bonds will be sold by negotiated sale or

competitive bid and by current or future delivery. The authority to sell any of the Bonds

authorized hereunder will terminate two years from the effective date of this ordinance.
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B. Procedure for Negotiated Sale. If the Finance Director determines that

- any series of the Bonds will be sold by negotiated sale, the Finance Director will, in

accordance with applicable county procurement procedures, solicit one or more
underwriting firms with which to negotiate the sale of the Bonds. The purchase contract
for any series of Bonds will establish the date, principal amount, intereét rates, maturity
schedule, redemption and bond insurance provisions, and delivery date of the Bonds.
The county council by a Sale Motion will approve the bond purchase contract and ratify
and confirm the terms for the series of Bonds established therein.

C. Procedure for Sale by Competitive Bid. If the Finance Director

determines that any series of the Bonds will be sold by competitive bid, bids for the
purchase of such Bonds will be received at such time or place and by such means as the
Finance }Director directs. The Finance Director is authorized fo prepare a notice of sale -
for such Bonds, establishing in such notice the date, principal amount, interest paymeﬁt
dates, maturity schedule, and redemption and bond insurance provisions for such Bonds.
The official notice Qf sale or an abridged form thereof may be published in such
newspapers or financial journals as the county's financial advisors deem desirable or
appropriate. |

Upon the date and time established for the receipt of bids for any series of the
Bonds, the Finance Director or his designee will review the bids, cause the bids to be
mathematically verified and report to the county council regarding the bids received.
Such bids will then be considered and acted upon by the county council in an open public
meeting. The county council reserves the right to reject any and all bids for sueh Bonds.

The county council by a Sale Motion will approve the sale of such Bonds and ratify and
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confirm the date, interest rates, maturity schedule, redemption and bond insurance
provisions, and any other terms of such Bonds.

SECTION 29. Delivery of Bonds. Following the sale of any series of the Bonds,
the county will cause definitive Bonds of such series to be prepared, executed and
delivered, which Bonds will be typewritten, lithographed or printed with engraved or
lithographed borders, or in such other form acceptable to DTC as initial depository for
the Bonds.

If definitive Bonds are not ready for delivery by the date established for a
Closing, then the Finance Director, upon the approvél of the purchasers, may cause to be
issued and delivered to the purchasers one or more temporary Bonds with appropriate
omissions, changes and additions. .Any temporary Bond or Bonds will be entitled and
subject to the same benefits and provisions of this ordinance with respecf to the payment,
security and obligation thereof as definitive Bonds authon'zed thereby. Such temporary
Bond or Bonds will be exchangeable without cost to the owners thereof for definitive
Bonds when the latter are ready for delivery.

SECTION 30. Preliminary Official Statément; Official Statement. The county
hereby authorizes and directs the Finance Director: (i) to review and approve the
information contained in the preliminary official statement (the "Preliminary Official
Statement") prepared in connection with the sale of any series of the Bonds; and (ii) for
the sole purpose of the Bond purchasers' compliance with Section (b)(1) of the Rule, to
"deem final" that Preliminary Official Statement as of its date, except for the omission of

information on offering prices, interest rates, selling compensation, delivery dates, bond

insurance, any other terms or provisions required by the county to be specified in a
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competitive bid or bond purchase contract, ratings, the identity of the Bond purchasers,
and other terms of such series of Bonds dependent on such matters. After a Preliminary
Official Statement has been reviewed and approved in accordance with the brovisions of
this section, the county hereby authorizes distribution of the Preliminary Official
Statement to prospective purchasers of such series of Bonds.

Following the sale of any series of the Bonds in accordance with Section 28 of
this ordinance, the Finance Director is hereby.authorized to review and approve on behalf
of the county a final ofﬁcial. statement with respect to such Bonds.” The county agrees to
cooperate with the purchaser of such Bonds to deliver or cause to be delivered, within

seven business days from the date of the Sale Motion and in sufficient time to accompany

any confirmation that requests payment from any customer of the purchaser, copies of the

final official statement in sufficient quantity to comply with paragraph (b)(4) of the Rule

" and the rules of the Municipal Securities Rulemaking Board ("MSRB").

SECTION 31. Undertaking to Provide Ongoing Disclosure. In each Sale
Motion, the county council will set forth an undenakiﬁg for ongoing disclosure with
respect to each series of the Bonds, as required by Section (b)(5) of the Rule.

SECTION 32. General Authorization. The appropriate county officials, agents
and representatives are hereby authorized and directed to do everything necessary for the
prompt sale, issuance, execution and delivery of the Bonds, and for the proper use and
application of the proceeds of the sale thereof.

SECTION 33. Investment of Funds and Accounts. Money in the Parity Bond
Fund, Parity Bond Reserve Account, Parity Lien Obligation Bond Fund, Revenue Fund

and Construction Account may be invested in any investments permitted for funds of the
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county. Obligations purchased as an investment of money in the Revenue Fund, Parity
Bond Fund, Parity Lien Obligation Bond Fund, and Construction Account and accounts
or subaccounts therein will be deemed at all times to be a part of such respective fund,
account or subaccount, and the income of interest earned, profits realized or losses
suffered by a fund, account or subaccount due to the investment thereof will be retained
in, credited or charged, as the case may be, to such fund or account.

In computing the amount in any fund or account under the provisions of this
ordinance, obligations purchased as an investment of money therein will be valued at the
cost or market price thereof, whichever is lower, inclusive of accrued interest.

SECTION 34. Defeasance. In the event that money or noncallable Government
Obligations maturing at such time or times and bearing interest to be earned thereon in
amounts (together with such money, if necessary) sufficient to redeem and retire, refund |
or defease part or all of the Bonds in accordance with their terms, are set aside in a
special account of the county to effect such redemption and retirement, and such money
and the principal of and interest on such Government Obligations are irrevocably set
aside and pledged for such purpose, then no further payments need be made into the
applicable bond fund for the payment of the principal of and interest on the Bonds so
provided for, and such Bonds will cease to be entitled to any lien, benefit or securit); of
this ordinance except the right to receive the money so set aside and pledged, and such
Bonds will be deemed not to be outstanding hereunder.

Within 30 days of the defeasance of any of the Bonds, the Bond Registrar will

provide notice of defeasance of such Bonds to the Registered Owners of the Bonds and to
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the MSRB in accordance with the ongoing disclosure provisions to be adopted by the
Sale Motion.

SECTION 35. Supplemental Ordinances.

A. Without Bondowner Consent. The county council from time to time and

at any time may adopt an ordinance or ordinances supplemental to this ordinance which
supplemental ordinance or ordinances thereafter will become a part of this ordinance, for
any one or more of the following purposes: -

¢)) To add to the covenants and agreements of the county in this
ordinance such other covenants and agreements thereafter to be observed that will not
adversely affect the interests of the holders and owners of any Parity Bonds or Parity
Lien Obligations, as applicable, or to surrender any right or power herein reserved to or
conferred upon the county.

2) To make such provisions for the purpose of curing any ambiguities
or of curing, correcting or supplementing any defective provision contained in this
ordinance or any ordinance authorizing Parity Bonds ér Parity Lien Obligations in regard
to matters or questions arising under such ordinances as the county council may deem
necessary or desirable and not inconsistent with such ordinances and that will not
adversely affect the interest of the holders and owners of Parity Bonds or Parity Lieﬁ
Obligations, as applicable.

B. With Bondowner Consent.

(H) From and after such time as no 2001 Bonds, 2002A Bonds, 2002B
Bonds, 2003 A Bonds, 2004A Bonds, 2004B Bonds, 2006 Bonds, 2006 (2nd) Bonds,

2007 Bonds, 2008 Bonds, or 2009 Bonds remain outstanding, with the consent of the
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owners of not less than 51% in aggregate principal amount of all Parity Bonds at the time
outstanding, the Council may adopt an ordinance or ordinances supplemental hereto for
the purpose of adding any provisions to or changing in any manner or eliminating any of
the provisions of this ordinance or of any supplemental ordinance applicable to Parity
Bonds, except as described in subsection (3) below.

(2) From and after such time as no Series 2005 Bonds, Series 2008
Bonds or Series 2009 Bonds, with the consent of the owners of not less than 51% in
aggregate principal amount of all Parity Lien Obligations at the time outstanding, the
Council may adopt an ordinance or ordinances supplemental hereto for the purpose of
adding any provisions to or changing in any manner or eliminating any of the provisions
of this ordinance or of any supplemental ordinance applicable to Parity Lien Obligations,
except as d.escribed in subsection (3) below.

3) No supplemental ordinance entered into pursuant to this suBsection
B may:

) Extend the fixed maturity of any Parity Bonds or Parity

Lien Obligations, or reduce the rate of interest thereon, or extend the time of payments of

interest from their due date, or reduce the amount of the principal thereof, or reduce any

premium payable on the redemption thereof, without the consent of the owner of each

bond so affected; or
(1) Reduce the aforesaid percentage of owners of Parity Bonds
or Parity Lien Obligations required to approve any such supplemental ordinance, without

the consent of the owners of all of such bonds.
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4) It is not necessary for the consent of Bond owners under this
subsection B to approve the particular form of any proposed supplemental ordinance, but
it is sufficient if such consent approves the substance thereof.

SECTION 36. Ordinance a Contract; Severability. The covenants contained in
this ordinance constitute a contract between the county and (i) the owners of each and
every Bond, (ii) the Qualified Counterparty to any Payment Agreement entered into with
respect to any Bonds, and (i1i) the provider of any Credit Facility, Qualified Insurance or
Qualified Letter of Credit with respect to any Bonds. If any court of competent
jurisdiction determines that any covenant or agreement provided in this ordinance to be
performed on the part of the county is contrary to law, then such covenant or agreement
shall be null and void and shall be deemed separable from the remaining covenants and
agreements of this ordinance and shall in no way affect the validity of the other

provisions of this ordinance or of the Bonds.
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1756 SECTION 37. Effective Date. This ordinance shall be effective 10 days after its
1757  enactment, in accordance with Article II of the county charter.

1758

KING.COUNTY COUNCIL
KING COUNTY, WASHINGTON

Robert W. Ferguson, Chair
ATTEST:

Anne Noris, Clerk of the Council

APPROVED this day of R

Dow Constantine, County Executive

Attachments: A. Exhibit A Form of Parity Bond
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201u-0227 Attachment A

EXHIBIT A
FORM OF PARITY BOND
NO. $
UNITED STATES OF AMERICA
STATE OF WASHINGTON
KING COUNTY

SEWER REVENUE [AND] [REFUNDING] BOND, {applicable year and series
designationj

INTEREST RATE: MATURITY DATE: CUSIP NG.:
Registered Owner:

Principal Amount:

KING COUNTY, WASHINGTON (the “County”), hereby acknowledges itself to
owe and for value received promises to pay to the Registered Owner identified above, or

registered assigns, on the Maturity Date specified above; the Principal Amount specified -

above and to pay interest thereon (computed on the basis of 'a 360-day year of

twelve 30-day months) from _, 20, or the most recent date to which
interest has been paid or duly provided for until payment of this bond at the Interest Rate
set forth above, payable on A 1, . and semiannually thereafter on the first
days of each succeeding and

Both principal of and interest on this bond are payable in Jawful money of the
United States of America. While the Bonds are held in an immobilized “book entry”
system of registration, payments of principal thereof and interest therecn will be made in
accordance with the operational arrangements of The Depository Trust Company
(“DTC™) referred to in the Blanket Issuer Letter of Representations from the County to
DTC. When the Bonds are no-longer held in an immobilized “book entry” registration
system, principal will be paid to the Registered Owner or nominee of such owner upon
presentation and surrender of this bond at either of the principal offices of the fiscal
agency of the State of Washington in Seatile, Washington or New York, New York
(collectively the “Bond Registrar”), and interest will be paid by mailing a check or draft

(on the date such interest is due) to the Registered Owner or nominee of such owner at .

the address shown on the Bond Register as of the 15th day of the month prior to '
interest payment date; provided, however, that if so requested in writing by the
Registered Owner of at least $1,000,000 par value of the Bonds, interest will be paid by
wire transfer on the interest payment date to an account with a bank located in the United
States. '

A' 1 PA20391_DOMN20391_271 04/02110
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This bond is one of an authorized issue of bonds of like series, datc and tenor,
except as to number, amount, rate of interest and date of maturity, in the aggregate
principal amount of § (the “Bonds™), and is issued to [refund certain
obligations of] {provide funds for capital improvements to] the sewer system ot the
County (the “System”).

The Bonds are issued under and in accordance with the provisions of the
Constitution and applicable statutes of the State of Washington, the County Charter and
applicable ordinances duly adopted by the County, including Ordinance of the
County and Motion ____ of the County Council (together, the “Bond Ordinance”).
Capitalized terms used in this bond and not defined herein have the meanings given such
terms in the Bond Ordinance.

The Bonds are subject to redemption as provided in the Bond Ordinance.

This Bonds are special limited obligations of the County, all payable solely from
the special fund of the County known as the Water Quality Revenue Bond Account (the
“Parity Bond Fund™), and are not obligations of the State of Washington or any political
subdivision thereof other than the County, and neither the full faith and credit nor the
taxing power of the County or the State of Washington or any political subdivision
thereof is pledged to the payment of this bond or the Bonds.

The County hereby covenants and agrees with the holder of this bond that it will
keep and perform all the covenants of this bond and of the Bond Ordinance to be by it kept
and performed. The County has obligated and bound itself to set aside and pay into the
Parity Bond Fund out of Revenue of the System the various amounts required by the Bond
Ordinance to be paid into and maintained in the Parity Bond Fund, all within the times
provided by the Bond Ordinance. '

Said amounts so pledged to be paid out of Revenue of the System are hereby
declared to be a prior lien and charge thereon superior to all other liens and charges of any
kind or nature except Operating and Maintenance Expenses of the System. Said amounts so
pledged out of Revenue of the System are further declared to be of equal lien to charges that
have been or may be made thereon to pay the principal of and interest on outstanding Parity
Bonds and any Future Parity Bonds.

The County has pledged that it will cause the System to be maintained in good
condition and repair and to be operated in ‘an efficient manner and at a reasonable cost.
The County has further pledged that it will at all times establish, maintain and collect.
adequate rates and charges for sewage disposal service as provided in the Bond
Ordinance. Reference to the Bond Ordinance is made for a description of the nature and
extent of the security for the Bonds, the funds or revenues pledged, and the terms and
conditions upon which the Bonds are issued.

The pledge of revenues and other obligations of the County under the Bond

Ordinance may be discharged prior to maturity of the Bonds by making provision for the
payment thereof on the terms and conditions set forth in the Bond Ordinance.

A2 P:20391_DOTV20391 271 04/02/10



This bond will not be valid or become obligatory for any purpose or be entitled to
any security or benefit under the Bond Ordinance until the Certificate of Authentication
hereon has been manually signed by the Bond Registrar.

It is hereby certified that all acts, conditions and things required by the
Constitution and statutes of the State of Washington and the Charter and ordinances of
the County to exist, to have happened, been done and performed precedent to and in the
issuance of this bond have happened, been done and performed and that the issuance of
this bond and the Bonds does not violate any constitutional, statutory or other limitation
upon the amount of bonded indebtedness that the County may incur.

IN WITNESS WHEREOF, the County has caused this bond to be executed by the
manual or facsimile signature of the County Executive, to be attested by the manual or
facsimile signature of the Clerk of the County Council, and has caused the seal of the
County to be impressed or imprinted hereon, as of this _ dayof ,20

KING COUNTY, WASHINGTON

By /s/
King County Executive

ATTEST:

/s/
Clerk of the County Council

The Bond Registrar’s Certlﬁcate of Authent1cat10n on the Bonds will be in
substantially the followmo form:

CERTIFICATE OF AUTHENTICATION

This is one of the Sewer Revenue [and Refunding] Bonds, Series. | of King
County, Washington, dated .20, described in the within mentioned Bond
Ordinance. '

WASHINGTON STATE FISCAL
AGENCY, as Bond Registrar

By

Authorized Signatory

The following abbreviations, when used in the inscription. on the face of the
within bond, will be construed as though they were written out in full according to
applicable laws or regulations.

TEN COM - astenants in common
TEN ENT - astenants by the entireties -
- A3 P:Z0391_DOT\20391_271  04/02/10
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JTTEN - as joint tenants with right of survivorship and not as tenants
In common

UNIF GIFT (TRANSFERS) MIN ACT - Custodian
(Cust) (Minor)

under Uniform Gifts (Transfers) to Minors Act

(State)
. Additional abbreviations may also be used though not listed above.

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers
unto

PLEASE INSERT SOCIAL SECURITY OR
TAXPAYER IDENTIFICATION NUMBER OF TRANSFEREE

| | )

(Please print or typewrite name and address, including zip code of Transferee)

the within bond and does hereby irrevocably constitute and appoint of :
or its successor, as Bond Registrar to transfer said bond on the books kept for 1egxstrat10n '
thereof with full power of substitution in the premises.

DATED: ‘ , 20

NOTE: The signature on this Assignment
must correspond with the name of the
registered owner as it appears upon the face
of the within bond in every particular,
without alteration or enlargement or any
change whatever.

SIGNATURE GUARANTEED:

NOTICE: Signatures must be guaranteed
pursuant to law.

A-4 P\20391_DOT\20391_271  04/02/10
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EXHIBIT B
FORM OF PARITY LIEN OBLIGATION
NO. $

UNITED STATES OF AMERICA
STATE OF WASHINGTON
KING COUNTY

LIMITED TAX GENERAL OBLIGATION [AND] [REFUNDING] BOND

(PAYABLE FROM SEWER REVENUES), {applicable year] SERIES
INTEREST RATE: MATURITY DATE: .CUSIP NO.:
Registered QOwner: |
Principal Amount:

KING COUNTY, WASHINGTON (the “County”), hereby ackndwledg’eé itself to

owe and for value received promises to pay to the Registered Owner identified above, or.

registered assigns, on the Maturity: Date specified above, the Principal Amount specified

above and to pay interest thereon (computed on the basis of a 360-day year of twelve 30- -

day months) from 1,20, or the most recent date to which interest has been
paid or duly provided for until payment of this bond at the Interest Rate set forth above,
payable on 1, . and semiannually thereafter on the first days of each
succeeding and

. Both principal of and interest on this bond are payable in Jawful money of the
United States of America. While the Bonds are held in an immobilized “book entry”
system of registration, payments of principal thereof and interest thereon will be made in
accordance with the operational arrangements of The Depository Trust Company
(“DTC™) referred to in the Blanket Issuer Letter of Representations from the County to
DTC. When the Bonds are no longer held in an immobilized “book entry” registration
system, principal will be paid to the Registered Owner or pominee of such owner upon
presentation and surrender of this bond at either of the principal offices of the fiscal
agency of the State of Washington in Seattle, Washington or New York, New York
(collectively the “Bond Registrar”), and interest will be paid by mailing a check or draft
(on the date such interest is due) to the Registered Owner or nominee of such owner at
the address shown on the Bond Register as of the 15th day of the month prior to "
interest payment date; provided, however, that if so requested in writing by the
Registered Owner of at least $1,000,000 par value of the Bonds, interest will be paid by
wire transfer on the interest payment date to an account with a bank located in the United
States.

B‘] P:A20391_DON20391_271 04/02/10
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This bond is one of an authorized issue of bonds of like series, date and tenor,
except as to number, amount, rate of interest and date of maturity, in the aggregate
principal amount of § (the “Bonds”), and is issued [to refund certtain
obligations of] [provide funds for capital improvements to] the sewer sysiem of the
County (the “System”).

The Bonds are issued under and in accordance with the provisions of the
Constitution and applicable statutes of the State of Washington, the County Charter and
applicable ordinances duly adopted by the County, including Ordinance of the.
County and Motion of the County Council (together, the “Bond Ordinance”).
Capitalized terms not otherwise defined herein have the meanings given such terms in the
Bond Ordinance.

The Bonds are subject to redemption as provided in the Bond Ordinance.

The Bonds are general obligations of the County. The County has irrevocably
covenanted and agreed for as Ing as any of the Bonds are outstanding and unpaid, that
each year it will include in its budget and levy an ad valorem tax upon all property within
the County subject to taxation in an amount that will be sufficient, together with all other
revenues and money of the County legally available for such purposes, to pay the
principal of and interest on the Bonds as the same become due. The County has pledged
that the annual tax authorized to be levied for the payment of such principal and interest
shall be within and a part of the tax levy permitted to counties without a vote of the
people. The full faith, credit and resources of the County have been irrevocably pledged
for the annual levy and collection of such taxes and for the prompt payment of the
principal of and interest on the Bonds as the same become due.

The County has further obligated and bound itself to set aside and pay into the
Parity Bond Fund out of Revenue of the System amounts sufficient to pay when due the
principal of and interest on the Bonds. The pledge of Revenue of the System constitutes
a lien and charge on such revenue subject to Operating and Maintenance Expenses and
junior, subordinate and inferior to the lien and charge on such revenue securing the Parity
Bonds, equal to the lien and charge securing the outstanding Parity Lien Obligations and
any additional Parity Lien Obligations hereafter issued, and superior to any other charges
whatsoever. The County has reserved the right to issue additional Parity Lien
Oblloatlons on the terms and conditions set forth in the Bond Ordinance.

The County has pledged that it will cause the System to be maintained in good
condition and repair and to be operated in an efficient manner and at a reasonable cost.
The County has further pledged that it will at all times establish, maintain and collect
adequate rates and charges for sewage disposal service as provided in the Bond
Ordinance. Reference to the Bond Ordinance is made for a description of the nature and

- extent of the security for the Bonds, the funds or revenues pledged, and the. terms and

conditions upon which such Bonds are issued.

The pledge of tax levies and revenues and other obligations of the County under
the Bond Ordinance may be discharged prior to maturity of the Bonds by making

B—2 - P:22391_DOTN20391_271 04102110



provision for the payment thereof on the terms and conditions set forth in the Bond
Ordinance.

This bond will not be valid or become obligatory for any purpose or be entitled to
any security or benefit under the Bond Ordinance until the Certificate of Authentication
- hereon has been manually signed by the Bond Registrar.

It 1s hereby certified that all acts, conditions and things required by the
Constitution and statutes of the State of Washington and the Charter and ordinances of
the County to exist, to have happened, been done and performed precedent to and in the
issuance of this bond have happened, been done and performed and that the issuance of
this bond and the Bonds does not violate any constitutional, statutory or other hmltatxon
upon the amount of bonded indebtedness that the County may incur.

IN WITNESS WHEREOF, the County has caused this bond to be executed by the
manual or facsimile signature of the County Executive, to be attested by the manual or
facsimile signature of the Clerk of the County Council, and has caused the seal of the

County to be 1mpressed or imprinted hereon, as of this day of
20

KING COUNTY, WASHINGTON

By /s
King County Executive

ATTEST:

/sl
Clerk of the County Council

The Bond Registrar’s Certificate of Authentication on the Bonds will be in
substantially the following form:

CERTIFICATE OF AUTHENTICATION

This is one of the Limited Tax General Obligation [aﬁd Refunding] Bonds

(Payable from Sewer Revenues), [applicable year] Series . of King County,
Washington, dated ,20 .
WASHINGTON STATE FISCAL
AGENCY, as Bond Registrar
By
Authorized Signatory
B’3 P:20391_DOM20351_271 04/02/10
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The following abbreviations, when used in the inscription on the face of the
within bond, will be construed as though they were written out in full according to
applicable laws or regulations.

TEN COM ™ - as tenants in common
TEN ENT - astenants by the entireties
JT TEN - as joint tenants with right of surviv orshxp and not as tenants

in common

UNIF GIFT (TRANSFERS) MIN ACT - Custodian
(Cust) (Minor)

under Uniform Gifts (Transfers) to Minors Act

(State)
Additional abbreviations may also be used though not listed above.
ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers
unto : '

PLEASE INSERT SOCIAL SECURITY OR
TAXPAYER IDENTIFICATION NUMBER OF TRANSFEREE

[ | ]

(Please print or typewrite name and address, including zip code of Transferee)

the within bond and does hereby 1rrevocably constitute and appoint of
, or its successor, as Bend Registrar to transfer said bond on the
books kept for registration thereof with full power of substitution in the premises.

DATED: ,20 .

NOTE: The signature on this Assignment
must correspond with the name of the
registered owner as it appears upon the face
of the within bond in every particular,
without alteration or enlargement or any
change whatever.

B-4 P:20391_DOT\20331_27} 04/02/10
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SIGNATURE GUARANTEED:

NOTICE: Signatures must be guaranteed
" pursuant to law.

P:\20391_DOT\20391_27!
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March 31, 2010

The Honorable Bob Ferguson
Chair, King County Council
Room 1200
COURTHOUSE

Dear Councilmember Ferguson:

Enclosed is a proposed Bond Ordinance that would authorize the issuance of up to $1.475
billion of new bonds (the “Bonds”) over the next two years on behalf of the Wastewater
Treatment Division (WTD). Of this total amount, up to $475 million would be new borrowing
to provide continued fuinding for WTD’s capital improvement program through 2011 and the
remaining $1 billion would be utilized to refund certain outstanding wastewater bonds.

In 2008, WTD and the County initiated a 5-year financing plan in anticipation of exceptional
levels of capital spending for construction of the Brightwater Treatment System and other
major projects contained in the Regional Wastewater Services Plan (RWSP). The twin goals
of the plan were fully funding the Brightwater project and smoothing sharp variations in
projected monthly sewer rate increases. It was anticipated that approximately $1.4 billion in
bonds would be issued in support of the WTD capital program during 2008 through 2011. The
first stage of the plan was the authorization of $900 million in new bonds to support capital
activity in 2008 and 2009. The bonds issued under this authorization were structured to
maintain a stable sewer rate of $31.60 for 2009 and 2010.

Continuing to the next stage, this ordinance seeks authorization for an additional $475 million
of new borrowing for 2010 and 2011. Though this level of borrowing is significantly below
previous levels, WTD will be incurring substantial expenditures for the construction of the
Brightwater treatment plant and conveyance systems during this period. This borrowing level
is consistent with WTD’s current financial plan and rate projections. Additionally, it provides
the flexibility to use a portion of the proceeds of the Bonds to potentially replace surety
policies that comprise a portion of the existing debt service reserve if so needed.

It is anticipated that the Bonds to generate funds for the capital improvement program will be
issued in multiple series on either a competitive or negotiated basis within two years of the

i 2
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The Honorable Bob Ferguson
March 31, 2010
Page 2

effective date of the ordinance. The first sale under this authorization, in the amount of
approximately $250 million, is expected to take place during the second quarter of 2010.

The ordinance would also authorize up to $1 billion for refunding certain outstanding
wastewater bonds. On January 1, 2012 approximately $485 million of outstanding wastewater
bonds will reach their first call date and thus become eligible to be refunded on a current basis
during the last quarter of 2011, which is within the timeframe of this requested authorization.
Based on today’s bond market conditions, the current refunding of all of these bonds would
comfortably achieve the present value debt service savings targets for such transactions
identified in the county’s debt management policy adopted by Motion 12660.

The inclusion of the remainder of the requested refunding authorization, however, is driven by
the desire to be in a position to take advantage of future financial market developments. If
either long-term interest rates were to fall significantly or short-term interest rates were to rise
dramatically during the next two years, it may be possible that the advance refunding of certain
other wastewater bonds would achieve the county’s 5% present value debt service savings
target for such transactions. If such favorable conditions do not materialize within the term of
the authorization, the authority would simply expire unused.

The proposed authorization would allow the Bonds to be sold as either sewer revenue bonds or
so-called double-barreled limited tax general obligation (LTGO) bonds. In general, the use of
double-barreled LTGO bonds is advantageous since, given their higher credit rating, they
produce lower borrowing costs than do sewer revenue bonds and also would avoid the need for
borrowing additional funds to establish a debt service reserve. However, having acknowledged
this fact, it is not always either possible or prudent to issue every installment of wastewater
debt in the form of double-barreled LTGO bonds.

Specifically, because of the more stringent additional bonds test that must be satisfied for
double-barreled LTGO bonds, it will not be possible to issue such bonds of any meaningful
size to generate new money for WTD again until 2011 when a new higher monthly sewer rate
is expected to be in effect. Furthermore, if the differential between the rates on double-
barreled LTGO bonds and sewer revenue bonds is not sufficiently wide, it may be prudent to
issue new debt in the form of sewer revenue bonds in order to preserve the county’s debt
capacity. Prior to any new money issues in 2011 or any refunding issues, the county’s
financial advisor, Seattle Northwest Securities, will therefore conduct an analysis of the then-
prevailing savings to determine whether the use of double-barreled LTGO bonds is warranted.

The exact terms of the Bonds will be established by the finance director in consultation with
the county’s financial advisor and confirmed by the council in separate Sale Motions to be
adopted on the days of the sales. Three drafts of Sale Motions are also included in this
legislative package for prior committee consideration.
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The Honorable Bob Ferguson
March 31, 2010

Page 3

Thank you for your consideration of this request. If you have any questions regarding these
proposed bonds, please contact Ken Guy, Director, Finance and Business Operations Division
at 206-263-9254, or Nigel Lewis, Senior Debt Analyst in the Treasury Operations Section, at

206-296-1168.

Sincerely,

Dow Constantine
King County Executive

Enclosures

CC:

King County Councilmembers
ATTN: Tom Bristow, Chief of Staff
Anne Noris, Clerk of the Council
Dwight Dively, Director, Office of Management and Budget
Bob Burmns, Interim Director, Department of Natural Resources and Parks, (DNRP)
Christie True, Director, Wastewater Treatment Division, DNRP
Caroline Whalen, Acting County Administrative Officer, Department of
Executive Services (DES) :
Ken Guy, Director, Finance and Business Operations Division, (FBOD), DES
Nigel Lewis, Senior Debt Analyst, Treasury Operations, FBOD, DES '
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June 14, 2010
Motion
~ Proposed No. 2010-0228.1 Sponsors Patterson

A MOTION of the county council approving a [bid/bond
purchase agreement] for the county's [Sewer Revenue [and
Refunding] Bonds, Series 20 /Limited Tax General
Obligation [and Refunding] Bonds (Payable from Sewer
Revenue), 20 ], in the aggregate principal amount of

$ and establishing certain terms of such bonds
[and a plan of refunding], all in accordance with Ordinance

WHEREAS, the county council by Ordinance passed on

2010 (the "Bond Ordinance™), authorized the issuance and sale of bonds of the county
payable from sewer revenues, as follows: (i) not to exceed $475,000,000 principal
amount of bonds to pay costs of certain capital improvements to the county's sewer
system (the "System") in accordance with the county's comprehensive water pollution
abatement plan (the "Project Bonds") and (ii) not to exceed $1,000,000,000 principal
amount of bonds to refund certain outstanding bonds payable from sewer revenues (the
"Refunding Bonds"), and

WHEREAS, the Bond Ordinance authorizes such bonds to be sold in one or more
series, as Parity Bonds or Parity Lien Obligations (as such terms are defined in the Bond

Ordinance), as Tax-Exempt Bonds, Tax-Benefited Bonds or otherwise, and by negotiated
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Motion

sale or competitive bid, as determined by the county's director of finance and business
operations division (the "Finance Director") in consultation with the county's financial
advisors, and

WHEREAS, the Finance Director has determined that $ principal

amount of Project Bonds (the "Project Portion") [and $ principal amount of
Refunding Bonds (the "Refunding P(_)rtion")] be sold in a series of [Parity Bonds/Parity
Lien Obligations] in the aggregate principal amount of $ to be designated as
the county's [Sewer Revenue [and Refunding] Bonds, Series 20 /Limited Tax General
Obligation [and Refunding] Bonds (Payable from Sewer Revenue), 20 ] (the "Bonds"),
structured as [Tax-Exempt Bonds/Taxable Build America Bonds-Direct
Payment/ |, and sold by [competitive bid/negotiated sale], and

WHEREAS, pursuant to the Bond Ordinance, a preliminary official statement

dated ,20 , has been prepared for the sale of the Bonds, [the Official

Notice of Bond Sale (the "Notice™) has been distributed, and bids have been received in
accordance with the Notice] [and the Finance Director has negotiated the sale of the

Bonds to (the "Underwriter")}, and

WHEREAS, [the attached bid of (the "Purchaser”) to

purchase the Bonds is the best bid received for the Bonds, and] it is in the best interest of
the county that the Bonds be sold to the [Purchaser/Underwriter] on the terms set forth in
[the Notice, the attached bid/the attached bond purchase contract}, the Bénd Ordinance,
and this motion, and

WHEREAS, in accordance with the Bond Ordinance, the council wishes to ratify

and confirm certain terms of the Bonds [and approve a plan of refunding certain
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Motion

outstanding sewer revenue bonds of tlze county from proceeds of the Refunding Portion],
as set forth herein;

NOW, THEREFORE, BE IT MOVED by the Council of King County:

A. Definitions. Except as expressly authorized herein, capitalized terms used
in this motion have the meanings set forth in the Bond Ordinance.

B. [Ratification of Notice of Sale, Acceptance of Bid./Approval of Bond

Purchase Contract] and Authorization of Bonds. The issuance of the Bonds, designated

as set forth in the recitals of this motion, and the terms and conditions thereof as set forth
in the [Official Notice of Bond Sale, attached hereto as Attachment A (the
"Notice"),/Bond Purchase Contact attached hereto as Attachment A (the "Purchase
Contract™")] are hereby ratified and confirmed, and [Purchaser's bid to purchase the
Bonds, as set forth on Attachment B (the "Bid"), is hereby accepted/the Purchase
Contract is hereby approved]. The Bonds shall bear interest at the rates set forth in [the
Bid/the Purchase Contract] and shall conform in all other respects to the terms and
conditions specified in the [Notice, Bid/Purchase Contract] and Bond Ordinance. The
Bonds shall be subject to redemption as set forth in the [Notice and Bid/Purchase
Contract].

— [In accordance with the Purchase Contract, the council hereby accepts the

commitment from (the "Insurer™) to provide

a municipal bond insurance policy guaranteeing the scheduled payment of principal of
and interest on the Bonds (the "Bond Insurance Policy"). The council further authorizes
and directs all proper officers, agents, attorneys and employees of the county to cooperate

with the Insurer in preparing such additional agreements, certificates, and other
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documentation on behalf of the county as shall be necessary or advisable in providing for
the Bond Insurance Policy.]

C. Satisfaction of Parity Conditions. In accordance with the provisions of the

ordinances authorizing the issuance of the currently outstanding [Parity Bonds/Parity
Lien Obligations], which permit the issuance of additional [Parity Bonds/Parity Lien
Obligations] upon compliance with the conditions set forth therein (the "Parity
Conditions"), the county éouncil hereby finds and determines, as follows:

[For Parity Bonds:

) The Project Portion of the Bonds is to be issued for the purpose of
acquiring, constructing and installing portions of the Comprehensive Plan and for
acquiring, constructing and installing necessary renewals. or replacements of the System.

(i)  The Refunding Portion of the Bonds is to be issued for the purpose
of refunding and retirihg prior to their maturity certain outstanding obligations of the
county payable from Revenue of the System.

(iit)  There is not now, and when the Bonds are issued there will not
then be, any deficiency in the Parity Bond Fund or any account therein.

(iv)  The Bond Ordinance provides for payment out of the Parity Bond
Fund of the principal of and interest on the Bonds and this motion provides for
satisfaction of the Reserve Requirement, as required by the Parity Conditions.

W The county will have on file at the Closing of the Bonds a
certificate of the Finance Director or of a Professional Utility Consultant to satisfy the
revenue test for issuance of Future Parity Bonds required by the Parity Conditions.]

[For Parity Lien Obligations:
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(1) The Project Portion of the Bonds is to be is‘sued for lawful
purposes of the County relating to the Sewer System; —

(1)  The Refunding Portion of the Bonds is to be issued for the purpose
of refunding and retiring prior to their maturity certain outstanding obligations of the
county payable from Revenue of the System.

(ii1)  There is not now, and when the Bo_nds are issued there will not
then be: any deficiency in the Parity Bond Fund, the Parity Lien Obligation Bond Fund or
any other bond fund or account securing Parity Lien Obligations.

(iv)  The county shall have on file at the Closing of the Bonds a
certificate of a licensed professional engineer experienced in the design, construction and
operation of municipal utilities of scope similar to the System to satisfy the revenue test
for issuance of additional Parity Lien Obligations required by the Parity Conditions.]

The applicable Parity Conditions having been complied with in connection with
the issuance of the Bonds, the pledge contained in the Bond Ordinance of Revenue of the
System to pay and secure the payment of the Bonds shall constitute a lien and charge
upon such revenue equal in rank with the lien and charge upon the Revenue of the
System to pay and secure the payment of the outstanding [Parity Bonds/Parity Lien -

Obligations].

D. Application of Project Bond Proceeds; Satisfaction of Reserve

Requirement. In accordance with Section 15.A of the Bond Ordinance, there is hereby
established a special subaccount within the Construction Account to be designated as the
Series 20 Construction Subaccount (the "Construction Subaccount™). Proceeds of the

Project Portion (exclusive of accrued interest, if any, which shall be deposited into the
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Debt Service Account in the [Parity Bond Fund/Parity Lien Obligation Bond Fund]) shall
be deposited in the Construction Subaccount and applied to pay costs of improvements to
the System and costs of issuance of the Project Portion, in accordance with Section 15.A
of the Bond Ordinance.

[In accordance with Section 9.C of the Bond Ordinance, proceeds of the Project
Portion shall be [deposited into the Bond Reserve Account/used to purchase Qualified
Insurance in the form of a surety bond (the "Surety Bond") from the Insurer] in an
amount sufficient to satisfy the Reserve Requirement with respect to the Bonds. [The
County agrees to the conditions for obtaining the Surety Bond, including the payment of
the premium therefor and the other requirements to be set forth in an agreement to be
approved and executed by the Finance Director on behalf of the county. The council
further authorizes and directs all propef officers, agents, attorneys and employees of the
county to cooperate with the Insurer in preparing such additional agreements, certiﬁéates,
and other documentation on behalf of the county as shall be necessary or advisable in
providing for the Surety Bond.]

[E. Refunding and Redemption of Refunded Bonds.

1. Plan of Refunding. In accordance with Sections 16 and 28 of the

Bond Ordinance, the Finance Director has determined, in consultation with the county's
financial advisors, that proceeds of the Refunding Portion shall be used to refund the
following obligations of the county payable from sewer revenues pursuant to the plan of

refunding set forth below and ratified and confirmed hereby:
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Refunded Series Bonds
Maturity (January  Principal Interest Rate Call Date
1) Amount
Refunded Series Bonds
Maturity (January
1)Principal
AmountInter_est
RateCall Date
The Refunded Series Bonds and Refunded Series Bonds shall be

referred to collectively in this motion as the Refunded Bonds. As provided in Section 16
of the Bond Ordinance, the King County Series 20  Sewer System Bonds Refunding
Account (the "Refunding Account”) shall be established and maintained with the Escrow
Agent (as identified below). Proceeds of the Refunding Portion (exclusive of accrued
interest, if any, which shall be deposited into the Debt Service Account in the Bond
Fund) shall be deposited in the Refunding Account and used, together with other funds of
the county, if necessary, to purchase certain "Government Obligations" (which
obligations so purchased are herein called "Escrow Securities”), bearing such interest and
maturing as to principal and interest in such amounts and at such times that, together with

any necessary beginning cash balance, will provide for the payment of:

7
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(a) the interest on the Refunded Bonds due and payable on anc} prior to
January 1,20  ; and

(b) the redemption price (___ % of the principal amount) payable on
January 1,20 | of the Refunded Bonds.

Any beginning cash balance and the Escrow Securities shall be irrevocably
deposited with the Escrow Agent in an amount sufficient to defease the Refunded Bonds
in accordance with the ordinance(s) authorizing the Refunded Bonds. Any amounts
described above that are not provided for in full by such beginning cash balance and the
purchase and deposit with the Escrow Agent of the Escrow Securities shall be provided
for by the irrevocable deposit of the necessary amount out of the proceeds of sale of the
Refunding Portion or any other money of the county legally available therefor. The
proceeds of the Refunding Portion remaining in the Refunding Account after acquisition
of the Escrow Securities and provision for the necessary beginning cash balance shall be
utilized to pay expenses of the acquisition and safekeeping of the Escrow Securities and
the costs of issuing the Refunding Portion. The county may, from time to time, transfer,
or cause to be transferred, from the Refunding Account any money not thereafter required
for the purposes set forth in subparagraphs (a) and (b) abbve, subject to verification in
writing by an independent .certiﬁed public accountant that such transfer will not result in
inadequate funds being available to make the required payments therefrom. The county
reserves the right to substitute other securities for the Escrow Securities in the event it
may do so pursuant to Section 148 of the Code and applicable regulations thereunder,

upon compliance with the conditions set forth in the Escrow Agreement.
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The selection of ' as Escrow Agent is

hereby ratified and confirmed.

2. Redemption of Refunded Bonds. The county hereby irrevocably sets

aside sufficient funds through the purchase of the Escrow Securities and an initial cash
deposit to make the payments, as specified in subparagraphs (a) and (b) above.

The county hereby irrevocably defeases and calls for redemption on January 1,

20 __, the Refunded Bonds in accordance with the provisions of the ordinance(s)
authorizing the redemption and retirement of the Refunded Bonds prior to their fixed
maturities.

Said defeasance and call for redemption of the Refunded Bonds shall be
irrevocable after the final establishment of the Refunding Account and delivery of the
Escrow Securities and the requisite cash deposit, if any, to the Escrow Agent, except as
provided herein relating to the substitution of securities. The Finance Director is
authorized and requested to provide whatever assistance is necessary to accomplish such
defeasance and redemption.

The Escrow Agent is hereby authorized and directed to notify the fiscal agency of
the State of Washington to give notice of the redemption of the Refunded Bonds in -
accordance with the applicable provisions of the ordinance(s) authorizing their issuance.
The Finance Director is authorized and requested to provide whatever assistance is
necessary to accomplish such redemption and the giving of notice therefor. The costs of
publication of such notice shall be an expense of the county.

The Escrow Agent is hereby authorized and directed to pay to the fiscal agency or

agencies of the State of Washington sums sufficient to make, when due, the payments
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specified in subparagraphs (a) and (b) above. All such sums shall be paid from the
money and the Escrow Securities deposited with the Escrow Agent pursuant to this
section, and the income therefrom and proceeds thereof. All such sums so paid shall be
credited to the Refunding Account. All money and Escrow Securities deposited with the
Escrow Agent and any income therefrom shall be held, invested and applied in
acpordance with the provisions of the Bond Ordinance and with the laws of the State of
Washington for the benefit of the county and the owners of the Refunded Bonds.

3. Findings of Saving and Defeasance. This council hereby finds and

determines that the issuance and sale of the Refunding Portion at this time will effect a
savings to the county and ratepayers of the System. In making such finding and
determination, the council has given consideration to the interest on and the fixed
maturities of the Refunding Portién and the Refunded Bonds,’the costs of issuance of the
Refunding Portion and the known earned income from the investment of the proceeds of
sale of the Refunding Portion pending redemption and payment of the Refunded Bonds.

This council hereby further finds and determines that the Escrow Securities to be
deposited with the Escrow Agent and the income therefrom, together with any necessary
beginning cash balance, are sufficient to defease and redeem the above-referenced
Refunded Bonds and will discharge and satisfy the obligations of the county with respect
to the Refunded Bonds under the ordinance(s) authorizing their issuance and the pledges
of the county therein. Immediately upon the delivery of such Escrow Securities to the
Escrow Agent and the deposit of any necessary beginning cash balance, the Refunded
Bonds shall be deemed not to be outstanding under their respective authorizing

ordinance(s) and shall cease to be entitled to any lien, benefit or security under such

10
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ordinance(s) except the right to receive payment from the Escrow Securities and

beginning cash balance so set aside and pledged.]

F. Undertaking to Provide Ongoing Disclosure.

1. Contract/Undertaking. In accordance with Section 31 of the Bond

Ordinance, this Section F constitutes the county's written undertaking for the benefit of

the owners and Beneficial Owners of the Bonds as req_uired by Section (b)(5) of the Rule.

2. Financial Statements/Operating Data. The county agrees to

provide or cause to be provided to the MSRB the following annual financial information
and operating data for the pr.ior fiscal year (commencing in 20 for the fiscal year
ended December 31,20 ):

[For Parity Bonds:

(a) Annual financial statements showing year-end fund balance
for the County's Water Quality Enterprise fund prepared in accordance with the Budget
Accounting and Reporting System prescribed by the Washington State Auditor pursuant
to RCW 43.09.200 (or any successor statute) and generally of the type included in the
official statement for the Bonds under the heading "Appendix _:- Excerpts from the
County's 20 Comprehensive Annual Financial Report”;

(b) Amount of outstanding Parity Bonds; and

(©) Information regarding customers, revenues and expenses of

the System generally in the form set forth in the Official Statement for the Bonds in the

table labeled "Summary of Historical Sewer System Customers, Revenues and

Expenses."

11
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Ite{ns (b) and (c) shall be required only to the extent that such information is not
included in the annual financial statements.]
[For Parity Lien Obligations:

(a) Annual financial statements prepared in accordance with
the Budget Accounting and Reporting System prescribed by the Washington State
Auditor pursuant to RCW_43.09.200 (or any successor statute) and generally of the type
included in the official statement for the Bonds under the heading "Appendix |
Audited 20 Financial Statements";

(b) A summary of budgeted general fund revenues and
appropriations;

(c) A summary of the assessed valuation of taxable property in
the county;

(d) A summary of the ad valorem property tax levy and
delinquency rate;

(e) A schedule of the aggregate annual debt service on tax-
supported indebtedness of the county;

(f) A summary of outstanding tax-supported indebtedness of
the county; and

(2) " Information regarding customers, revenues and expenses of
the System generally in the form set forth in the Official Statement for the Bonds in the
table labeled "Summary of Historical Sewer System Customers, Revenues and

Expenses."

12
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Items (b) through (g) shall be required only to the extent that such information is
not included in the annual financial statements.]

Such annual information and operating data described above shall be provided on
or before seven months after the end of the county's fiscal year. The county's fiscal year
currently ends on December 31. The county may adjust such fiscal year by providing
written notice of the change of fiscal year to the MSRB. In lieu of broviding such annual
financial information and operating data, the county may cross-refer t;) other documents
available to the public on the MSRB's internet website or filed with the Commission.

If not provided as part of the annual financial information discussed above, the county
shall provide to the MSRB the county's audited annual financial statement prepared in
accordance with the Budget Accounting and Reporting System prescribed by the

Washington State Auditor pursuant to RCW 43.09.200 (or any successor statute) when

and if available.

3. Material Events. The county agrees to provide or cause to be

provided, in a timely manner, to the MSRB notice of the occurrence of any of the
following events with respect to the Bonds, if material:

(a) Principal and interest payment delinquencies;

(b)  Non-payment related defaults;

(©) Unscheduled draws on debt service reserves reflecting
financial difficulties;

(d) Unscheduled draws on credit enhancements reflecting

financial difficulties;

13
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280 (e) Substitution of credit or liquidity providers, or their failure
281  to perform;

282 (f) Adverse tax opinions or events affecting the tax-exempt
283  status of the Bonds;

284 (2) Modifications to rights of Bond holders;

285 (h) _ Optional, contingent or unscheduled calls of any Bonds
286  other than scheduled sinking fund redemptions for which notice is given pursuant to

287  Exchange Act Release 34-23856;

288 ()] Defeasances;

289 ()] Release, substitution or sale of property securing repayment
290 of the Bonds; and

291 &) Rating changes.

292 [For Parity Bonds: Solely for purposes of disclosure, and not intending to

293  modify this undertaking, the county advises with reference to item (j) above that no

294 property secures payment of the Bonds.]

295 [For Parity Lign Obligations: Solely for purposes of disclosure, and not

296  intending to modify this undertaking, the county advises with reference to items (c) and
297 (j) above that no debt service reserves or property secure payment of the Bonds.]

298 4. Notification Upon Failure to Provide Financial Data. The county

299  agrees to provide or cause to be provided to the MSRB, in a timely manner, notice of its
300 failure to provide the annual financial information described in subsection 2 above on or

301  prior to the date set forth in subsection 2 above.

14
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5. EMMA; Format_ for Filings with the MSRB. Until otherwise
designated by the MSRB or the Commission, any information or notices submitted to the
MSRB in compliance with the Rule are to be submitted through the MSRB's Electronic
Municipal Market Access system ("EMMA™"), currently located at www.emma.msrb.org.
All notices, financial information and operating data required by this undertaking to be
provided to the MSRB must be in an electronic format as prescribed by the MSRB. All
documents provided to the MSRB pursuant to this undertaking must be accompanied by
identifying information as prescribed by the MSRB.

6. Termination/Modification. The county's obligations to provide

annual financial information and notices of material events shall terminate upon the legal
defeasance, prior redemption or payment in full of all of the Bonds. This section, or any
provision hereof, shall be null and void if the county (i) obtains an opinion of nationally
recognized bond counsel to the effect that those portions of the Rule that require this
section, or any such provision, are invalid, have been repealed retroactively or otherwise
do not apply to the Bonds; and (ii) notifies the MSRB of such opinion and the
cancellation of this section.

Notwithstanding any other provision of this motion, the county may amend this
Section F, and any provision of this Section F may be waived, with an approving opinion
of nationally recognized bond counsel and in accordance with the Rule.

In the event of any amendment or waiver of a provision of this Section F, the
county shall describe such amendment in the next annual report, and shall include, as
applicable, a narrative explanation of the reason for the amendment or waiver and its

impact on the type (or in the case of a change of accounting principles, on the

15
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presentation) of financial information or operating data being presented by the county. In
addition, if an amendment relates to the accounting principles to be followed in preparing
financial statements, (i) notice of such change shall be given in the same manner as for a
material event under subsection 3, .and (i1) the annual report for the year in which the
change is made should present a comparison (in narrative form and also, if feasible, in
quantitative form) between the financial statements as prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles.

7. Bond Owner's Remedies Under This Section. The right of any

Bond owner or Beneficial OWnef of Bonds to enforce the provisions of this section shall
be limited to a right to obtain specific enforcement of the county's obligations hereunder,
and any failure by the county to pomply with the provisions of this undertaking shall not
be an event of default with respect to the Bonds hereunder. For purposes of this section,
"Beneficial Owner" means any person who has the power, directly or indirectly, to vote

or consent with respect to, or to dispose of ownership of, any Bonds, including persons

holding Bonds through nominees or depositories.

G. Further Authority. The county officials, their agents, attorneys and
representatives are hereby aﬁthorized and directed to do everything necessary for the
prompt issuance and delivery of the Bonds and for the proper use and application of the
proceeds of such sale.

H. Severability. If any provision in this motion is declared by any court of

competent jurisdiction to be contrary to law, then such provision shall be null and void

16
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346  and shall be deemed separable from the remaining provisions of this motion and shall in

347  no way affect the validity of the other provisions of this motion or of the Bonds.

348

KING COUNTY COUNCIL
KING COUNTY, WASHINGTON

Robert W. Ferguson, Chair
ATTEST:

Anne Noris, Clerk of the Council

APPROVED this day of ,

Dow Constantine, County Executive

Attachments: A. Bond Purchase Agreement-Notice of Bond Sale, B. Winning Bid for the Bonds

17
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June 14, 2010
Motion
Proposed No. 2010-0229.1 ' Sponsors Patterson

A MOTION of the county council approving a [bid/bond
purchase agreement] for the county's [Sewer Revenue [and
Refunding] Bonds, Series 20 /Limited Tax General

~ Obligation [and Refunding] Bonds (Payable from Sewer
Revenue), 20 ], in the aggregate principal amount of
$ and establishing certain terms of such bonds
[and a plan of refunding], all in accordance with Ordinance

WHEREAS, the county council by Ordinance passed on

2010 (the "Bond Ordinance"), authorized the issuance and sale of bonds of the county
payable from sewer revenues, as follows: (i) not to exceed $475,000,000 principal
amount of bonds to pay costs of certain capital improvements to the county's sewer
system (the "System") in accordance with the county's comprehensive water pollution
abatement plan (the "Project Bonds™) and (ii)v not to exceed $1,000,000,000 principal
amount of bonds to refund certain outstanding bonds payable from sewer revenues (the
"Refunding Bonds"), and

WHEREAS, the Bond Ordinance authorizes such bonds to be sold in one or more
series, as Parity Bonds or Parity Lien Obligations (as such terms are defined in the Bond

Ordinance), as Tax-Exempt Bonds, Tax-Benefited Bonds or otherwise, and by negotiated
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sale or competitive bid, as determined by the county's director of finance and business
operations division (the "Finance Director") in consultation with the county's financial

advisors, and

WHEREAS, the Finance Director has determined that $ principal

amount of Project Bonds (the "Project Portion") [and $ principal amount of
Refunding Bonds (the "Refunding Portion")] be sold in a series of [Parity Bonds/Parity
Lien Obligations] in the aggregate principal amount of $ to be designated as
the county's [Sewer Revenue [and Refunding] Bonds, Series 20 /Limited Tax General
Obligation [and Refunding] Bonds (Payable from Sewer Revenue), 20__] (the "Bonds"),
structured as [Tax-Exempt Bonds/Taxable Build America Bonds-Direct
Payment/ |, and sold by [competitive bid/negotiated sale], and

WHEREAS, pursuant to the Bond Ordinance, a preliminary official statement

dated ,20___, has been prepared for the sale of the Bonds, [the Official

Notice of Bond Sale (the "Notice") has been distributed, and bids have been received in
accordance with the Notice] [and the Finance Director has negotiated the sale of the

Bonds to (the "Underwriter")], and

WHEREAS, [the attached bid of (the "Purchaser") to
purchase the Bonds is the best bid received for the Bonds, and] it is in the best interest of
the county that the Bonds be sold to the [Purchaser/Underwriter] on the terms set forth in
[the Notice, the attached bid/the attached bond purchase contract], the Bond Ordinance,
and this moﬁon, and

WHEREAS, in accordance with the Bond Ordinance, the council wishes to ratify

and confirm certain terms of the Bonds [and approve a plan of refunding certain

2
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outstanding sewer revenue bonds of the county from proceeds of the Refunding Portion],
as set forth herein;

NOW, THEREFORE, BE IT MOVED by the Council of King County:

A. Definitions. Except as expressly authorized herein, capitalized terms used
in this motion have the meanings set forth in the Bond Ordinance.

B. [Ratification of Notice of Sale. Acceptance of Bid.,/Approval of Bond

Purchase Contract] and Authorization of Bonds. The issuance of the Bonds, designated

as set forth in the recitals of this motion, and the terms and conditions thereof as set forth
in the [Official Notice of BondASale, attached hereto as Attachment A (the
"Notice"),/Bond Purchase Contact attached hereto as Attachment A (the "Purchase
Contract")] are hereby ratified and confirmed, and [Purchaser's bid to purchase the
Bonds, as set forth on Attachment B (the "Bid"), is hereby accepted/the Purchase
Contract is hereby approved]. The Bonds shall bear interest at the rates.set forth in [the
Bid/the Purchase Contract] and shall conform in all other respects to the terms and
conditions speciﬁed_ in the [Notice, Bid/Purchase Contract] and Bond Ordinance. The
Bonds shall be subject to redemption as set forth in the [Notice and Bid/Purchase
Contract].

[In accordance with the Purchase Contract, the council hereby accepts the

commitment from (the "Insurer") to provide

a municipal bond insurance policy guaranteeing the scheduled payment of principal of
and interest on the Bonds (the "Bond Insurance Policy™). The council further authorizes
and directs all proper officers, agents, attorneys and employees of the county to cooperate

with the Insurer in preparing such additional agreements, certificates, and other
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documentation on behalf of the county as shall be necessary or advisable in providing for
the Bond Insurance Policy.]

C. Satisfaction of Parity Conditions. In accordance with the provisions of the

ordinances authorizing the issuance of the currently outstanding [Parity Bonds/Parity
Lien Obligations], which permit the issuance of additional [Parity Bonds/Parity Lien
Obligations] upon compliance with the conditions set forth therein (the "Parity
Conditions"), the county council hereby finds and determines, as follows:

[For Parity Bonds:

)] The Project Portion of the Bonds is to be issued for the purpose of
acquiring, constructing and installing portions of the Comprehensive Plan and for
acquiring, constructing and installing necessary renewals or replacements of the System.

(i)  The Refunding Portion of the Bonds is to be issued for the purpose
of refunding and retiring prior to their maturity certain outstanding obligations of the
county payable from Revenue of the System.

(iii)  There is not now, and when the Bonds are issued there will not
then be, any deficiency in the Parity Bond Fund or any account therein.

(iv)  The Bond Ordinance provides for payment out of the Parity Bond
Fund of the principal of and interest on the Bonds and this motion provides for
satisfaction of the Reserve Requirement, as required by the Parity Conditions.

V) The county will have on file at the Closing of the Bonds a
certificate of the Finance Director or of a Professional Utility Consultant to satisfy the
revenue test for issuance of Future Parity Bonds required by the Parity Conditions.]

[For Parity Lien Obligations:
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(1) The Project Portion of the Bonds is to be issued for lawful
purposes of the County relating to the Se;ver System;

(i)  The Refunding Portion of the Bonds is to be issued for the purpose
of refunding and retiring prior to their maturity certain outstanding obligations of the
county payable from Revenue of the System.

(iii)  There is not now, and when the Bonds are issued there will not
then be, any déﬁciency in the Parity Bond Fund, the Parity Lien Obligation Bond Fund or
any other bond fund or account securing Parity Lien Obligations.

(iv)  The county shall have on file at the Closing of the Bonds a
certificate of a licensed professional engineer experienced in the design, construction and
operation of municipal utilities of scope similar to the System to satisfy the revenue test
for issuance of additional Parity Lien Obligations required by the Parity Conditions.]

The applicable Parity Conditions having been complied with in connection with
the issuance of the Bonds, the pledge contained in the Bond Ordinance of Revenue of the
System to pay and secure the payment of the Bonds shall constitute a lien and charge
upon such revenue equal in rank with the lien and charge upon the Revenue of the
System to pay and secure the payment of the outstanding [Parity Bonds/Parity Lien
Obligations].

D. Application of Project Bond Proceeds: Satisfaction of Reserve

Requirement. In accordance with Section 15.A of the Bond Ordinance, there is hereby
established a special subaccount within the Construction Account to be designated as the
Series 20__ Construction Subaccount (the "Construction Subaccount"). Proceeds of the

Project Portion (excluéive of accrued interest, if any, which shall be deposited into the
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Debt Service Account in the [Parity Bond Fund/Parity Lien Obligation Bond Fund]) shall
be deposited in the Construction Subaccount and applied to pay costs of improvements to
the System and costs of issuance of the Project Portion, in accordance with Section 15.A
of the Bond Ordinance.

[In accordance with Section 9.C of the Bond Ordinance, proceeds of the Project
Portion shall be [deposited into the Bond Reserve Account/used to purchase Qualified
Insurance in the form of a surety bond (the "Surety Bond") from the Insurer] in an
amount sufficient to satisfy the Reserve Requirement with respect to the Bonds. [The
County agrees to the conditions for obtaining the Surety Bond, including the payment of
the premium therefor and the other requirements to be set forth in an agreement to be
approved and executed by the Finance Director on behalf of the county. The council
further authorizes and directs all proper officers, agents, attorneys and employees of the
county to cooperate with the Insurer in preparing such additional agreements, certificates, '
and other documentation on behalf of the county as shall be necessary or advisable in
providing for the Surety Bond.]

[E. Refunding and Redemption of Refunded Bonds.

1. Plan of Refunding. In accordance with Sections 16 and 28 of the

Bond Ordinance, the Finance Director has determined, in consultation with the county's
financial advisors, that proceeds of the Refunding Portion shall be used to refund the
following obligations of the county payable from sewer revenues pursuant to the plan of

refunding set forth below and ratified and confirmed hereby:
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Refunded Series Bonds
Maturity (January  Principal Interest Rate Call Date
D Amount
Refunded Series Bonds
Maturity (January
1)Principal
AmountInterest
RateCall Date
The Refunded Series Bonds and Refunded Series Bonds shall be

referred to collectively in this motion as the Refunded Bonds. As provided in Section 16
of the Bond Ordinance, the King County Series 20 Sewer System Bonds Refunding
Account (the "Refunding Account”) shall be established and maintained with the Escrow
Agent (as identified below). Proceeds of the Refunding Portion (exclusive of accrued
interest, if any, which shall be deposited into the Debt Service Account in the Bond
Fund) shall be deposited in the Refunding Account and used, together with other funds of
the county, if necessary, to purchase certain "Government Obligations" (which
obligations so purchased are herein called "Escrow Securities"), bearing such interest and
maturing as to principal and interest in such amounts and at such times that, together with

any necessary beginning cash balance, will provide for the payment of:
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(a) the interest on the Refunded Bonds dPe and payable on and
prior to January 1,20 ; and

(b) the redemption price (___ % of the principal amount)
payable on January 1,20, of the Refunded Bonds.

Any beginning cash balance and the Escrow Securities shall be irrevocably
deposited with the E_scrow Agent in an amount sufficient to defease the Refunded Bonds
in accordance with the ordinance(s) authorizing the Refunded Bonds. Any amounts
described above that are not provided for in full by such beginning cash balance and the
purchase and deposit with the Escrow Agent of the Escrow Securities shall be provided
for by the irrevocable deposit of the necessary amount out of the proceeds of sale of the
Refunding Portion or any other money of the county legally available therefor. The
proceeds of the Refunding Portion remaining in the Refunding Account after acquisition
of the Escrow Securities and provision for the necessary beginning cash balance shall be
utilized to pay expenses of the acquisition and safekeeping of the Escrow Securities and
the costs of issuing the Refunding Portion. The county may, from time to time, transfer,
or cause to be transferred, from the Refunding Account any money not thereafter required
for the purposes set forth in subparagraphs (a) and (b) above, subject to verification in
writing by an independent certified public accountant that such transfer will not result in
inadequate funds being available to make the required payments therefrom. The county
reserves the right to substitute other securities for the Escrow Securities in the event it
may do so pursuant to Section 148 of the Code and applicable regulations thereunder,

upon compliance with the conditions set forth in the Escrow Agreement.
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The selection of as Escrow Agent is

hereby ratified and confirmed.

2. Redemption of Refunded Bonds. The county hereby irrevocably sets

aside sufficient funds through the purchase of the Escrow Securities and an initial cash
deposit to make the payments, as specified in subparagraphs (a) and (b) above.

The county hereby irrevocably defeases and calls for redemption on January 1,
20__, the Refunded Bonds in accordance with the provisions of the ordinance(s)
authorizing the redemption and retirement of the Refunded Bonds prior to their fixed
maturities.

Said defeasance and call for redemption of the Refunded Bonds shall be
irrevocable after the final establishment of the Refunding Account and delivery of the
Escrow Securities and the requisite cash deposit, if any, to the Escrow Agent, except as
provided herein relating to the substitution of securities. The Finance Director is
authorized and requested to provide whatever assistance is necessary to accomplish such
defeasance and redemption.

The Escrow Agent is hereby authorized and directed to notify the fiscal agency of
the State of Washington to give notice of the redemption of the Refunded Bonds in -
accordance with the applicable provisions of the ordinance(s) authorizing their issuance.
The Finance Director is authorized and requested to provide whatever assistance is
necessary to accomplish such redemption and the giving of notice therefor. The costs of
publication of such notice shall be an expense of the county.

The Escrow Agent is hereby authorized and directed to pay to the fiscal agency or

agencies of the State of Washington sums sufficient to make, when due, the payments
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191  specified in subparagraphs (a) and (b) above. All such sums shall be paid from the

192 money and the Escrow Securities deposited with the Escrow Agent pursuant to this

193 section, and the income therefrom and proceeds thereof. All such sums so paid shall be
194 credited to the Refunding Account. All money and Escrow Securities deposited with the
195  Escrow Agent and any income therefrom shall be held, invested and applied in

196  accordance with the provisions of the Bond Ordinance and with the laws of the State of )

197  Washington for the benefit of the county and the owners of the Refunded Bonds.

198 3. Findings of Saving and Defeasance. This council hereby finds and

199  determines that the issuance and sale of the Refunding Portion at this time will effect a
200  savings to the county and ratepayers of the System. In making such finding and

201  determination, the council has given consideration to the interest on and the fixed

202 maturities of the Refunding Portion and the Refunded Bonds, the costs of issuance of the
203 Refunding Portion and the known earned income from the investment of the proceeds of
204 sale of the Refunding Portion pending redemption and payment of the Refunded Bonds.
205 This council hereby further finds and determines that the Escrow Securities to be
206  deposited with the Escrow Agent and the income therefrom, together with any necessary
207  beginning cash balance, are sufficient to defease and redeem the above-referenced

208  Refunded Bonds and will discharge and satisfy the obligations of the county with respect
209 to the Refunded Bonds under the ordinance(s) authorizing their issuance and the pledges
210 of the county therein. Immediately upon the delivery of such Escrow Securities to the
211 Escrow Agent and the deposit of any necessary beginning cash balance, the Refunded
212 Bonds shall be deemed not to be outstanding under their respective authorizing

213 ordinance(s) and shall cease to be entitled to any lien, benefit or security under such

10
-128-



214

215

216

217

218

219

220

221

222

223

224

225

226

227

228

229

230

231

232

233

234

235

Motion

ordinance(s) except the right to receive payment from the Escrow Securities and

beginning cash balance so set aside and pledged.]

F. Undertaking to Provide Ongoing Disclosure.

1. Contract/Undertaking. In accordance with Section 31 of the Bond

Ordinance, this Section F constitutes the county's written undertaking for the benefit of
the owners and Beneficial Owners of the Bonds as required by Section (b)(5) of the Rule.

2. Financial Statements/Operating Data. The county agrees to

provide or cause to be provided to the MSRB the following annual financial information
and operating data for the prior fiscal year (commencing in 20 for the fiscal year
ended December 31,20 ):

[For Parity Bonds:

(a) Annual financial statements showing year-end fund balance

for the County's Water Quality Enterprise fund prepared in accordance with the Budget

Accounting and Reporting System prescribed by the Washington State Auditor pursuant
to RCW 43.09.200 (or any successor statute) and generally of the type included in the
official statement for the Bonds under the heading "Appendix _ : Excerpts from the
County's 20 Comprehensive Annual Financial Report";

(b) Amount of outstanding Parity Bonds; and

(c) Information regarding customers, revenues and expenses of
the System generally in the form set forth in the Ofticial Statement for the Bonds in the
table labeled "Summary of Historical Sewer System Customers, Revenues and

Expenses."”

11
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Items (b) and (c) shall be required only to the extent that such information is not
included in the annual financial statements.]
[For Parity Lien Obligations:

(a) Annual financial statements prepared in accordance with
the Budget Accounting and Reporting System prescribed by the Washington State
Auditor pursuant to RCW 43.09.200 (or any successor statute) and generally of the type
included in the official statement for the Bonds under the heading " Appendix L,

Audited 20 Financial Statements";

(b) A summary of budgeted general fund revenues and
appropriations;

(©) A summary of the assessed valuation of taxable property in
the county;

(d) A summary of the ad valorem property tax levy and
delinquency rate;

(e) | A schedule of the aggregate annual debt service on tax-
supported indebtedness of the county;

® A summary of outstanding tax-supported indebtedness of
the county; and

(2) Information regarding customers, revenues and expenses of
the System generally in the form set forth in the Official Statement for the Bonds in the

table labeled "Summary of Historical Sewer System Customers, Revenues and

Expenses.”

12
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Motion

Items (b) through (g) shall be required only to the extent that such information is
not included in the annual financial statements.]

Such annual information and operating data described above shall be provided on
or before seven months after the end of the county's fiscal year. The county's fiscal year
currently ends on December 31. The county may adjust such fiscal year by providing
written notice of the change of fiscal year to the MSRB. In lieu of providing such annual
financial information and operating data, the county ma;l cross-refer to other documents
available to the public on the MSRB's internet website or filed with the Commission.

If not provided as part of the annual financial information discussed above, the
county shall provide to the MSRB the county's audited annual financial statement
prepared in accordance with the Budget Accounting and Reporting System prescribed by
the Washington State Auditor pursuant to RCW 43.09.200 (or any successor statute)

when and if available.

3. Material Events. The county agrees to provide or cause to be

provided, in a timely manner, to the MSRB notice of the occurrence of any of the
following events with respect to the Bonds, if material:

(a) Principal and interest payment delinquencies;

(b) Non-payment related defaults;

(©) Unscheduled draws on debt service reserves reflecting
financial difficulties;

(d) Unscheduled draws on credit enhancements reflecting

financial difficulties;

13
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280 | (e) Substitution of credit or liquidity providers, or their failure
281  to perform;

282 ® Adverse tax opinions or events affecting the tax-exempt
283  status of the Bonds;

284 (g)  Modifications to rights of Bond holders;

285 ()] Optional, contingent or unscheduled calls of any Bonds
286  other than scheduled sinking fund redemptions for which notice is given pursuant to

287  Exchange Act Release 34-23856;

288 @) Defeasances;

289 ) Release, substitution or sale of property securing repayment
290  of the Bonds; and

291 k) Rating changes.

292 [For Parity Bonds: Solely for purposes of disclosure, and not intending to

293 modify this undertaking, the county advises with reference to item (j) above that no

294  property secures payment of the Bonds.]

295 [For Parity Lien Obligations: Solely for purposes of disclosure, and not

296  intending to modify this undertaking, the county advises with reference to items (c) and

297 (j) above that no debt service reserves or property secure payment of the Bonds.]

298 4. Notification Upon Failure to Provide Financial Data. The county
299  agrees to provide or cause to be provided to the MSRB, in a timely manner, notice of its
300 failure to provide the annual financial information described in subsection 2 above on or

301  prior to the date set forth in subsection 2 above.

14
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5. EMMA: Format for Filings with the MSRB. Until otherwise

designated by the MSRB or the Commission, any information or notices submitted to the
MSRB in compliance with the Rule are to be submitted through the MSRB's Electronic
Municipal Market Access system ("EMMA"), currently located at www.emma.msrb.org.
All notices, financial information and operating data required by this undertaking to be
provided to the MSRB must be in an electronic format as prescribed by the MSRB. All
documents provided to the MSRB pursuant to this undertaking must be accompanied by
identifying information as prescribed by the MSRB.

6. Termination/Modification. The county's obligations to provide

annual financial information and notices of material events shall terminate upon the legal
defeasance, prior redemption or payment in full of all of the Bonds. This section, or any
provision hereof, shall be null and void if the county (i) obtains an opinion of nationally
recognized bond counsel to the effeqt that those portions of the Rule that require this
section, or any such provision, are invalid, have been repealed retroactively or otherwise
do not apply to the Bonds; and (ii) notifies the MSRB of such opinion and the
cancellation of this section.

Notwithstanding any other provision of this motion, the county may amend this
Section F, and any provision of this Section F may be waived, with an approving opinion
of nationally recognized bond counsel and in accordance with the Rule.

In the event of any amendment or waiver of a provision of this Section F, the
county shall describe such amendment in the next annual report, and shall include, as
applicable, a narrative explanation of the reason for the amendment or Waiver and its

impact on the type (or in the case of a change of accounting principles, on the

15
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presentation) of financial information or operating data being presented by the county. In
addition, if an amendment relates to the accounting principles to be followed in preparing
financial statements, (i) notice of such change shall be given in the same manner as for a
material event under subsection 3, and (ii) the annual report for the year in which the
change is made should present a comparison (in narrative form and also, if feasible, in
quantitative form) between the financial statements as prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles.

7. - Bond Owner's Remedies Under This Section. The right of any

Bond owner or Beneficial Owner of Bonds to enforce the provisions of this section shall
be limited to a right to obtain specific enforcement of the county's obligations hereunder,
and any failure by the county to comply with the provisions of this undertaking shall not
be an event of default with respect to the Bonds hereunder. For purposes of this section,
"Beneficial Owner" means any person who has.the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any Bonds, including persons
holding Bonds through nominees or depositories.

G. Further Authority. The county officials, their agents, attorneys and

representatives are hereby authorized and directed to do everything necessary fér the
prompt issuance and delivery of the Bonds and for the proper use and application of the
proceeds of such sale.

H. Sevérability. If any provision in this motion is declared by any court of

competent jurisdiction to be contrary to law, then such provision shall be null and void

16
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346  and shall be deemed separable from the remaining provisions of this motion and shall in

347  no way affect the validity of the other provisions of this motion or of the Bonds.

348

KING COUNTY COUNCIL
KING COUNTY, WASHINGTON

Robert W. Ferguson‘, Chair
ATTEST:

Anne Noris, Clerk of the Council

APPROVED this day of ,

Dow Constantine, County Executive

Attachments: A. Bond Purchase Agreement-Notice of Bond Sale, B. Winning Bid for the Bonds

17
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516 Third Avenue
¥ . Seattle, WA 98104

- Signature Report
King County

June 14, 2010
Motion
Proposed No. 2010-0230.1 Sponsors Patterson

A MOTION of the county council approving a [bid/bor;d
purchase agreement] for the county's [Sewer Revenue [and
Refunding] Bonds, Series 20___/Limit(:,d Tax General
Obligation [and Refunding] Bonds (Payable from Sewer
Revenue), 20 ], in the aggregate principal amount of

$ and establishing certain terms of such bonds
[and a plan of refunding], all in accordance with Ordinance

WHEREAS, the county council by Ordinance passed on

2010 (the "Bond Ordinance"), authorized the issuance and sale of bonds of the county
payable from sewer revenues, as follows: (i) not to exceed $475,000,000 principal
amount of bonds to pay costs of certain capital improvements to the county's sewer
system (the "System") in accordance with the county's comprehensive water pollution
abatement plan (the "Project Bonds") and (ii) not to exceed $1,000,000,000 principal
amount of bonds to refund certain outstanding bonds payable from sewer revenues (the
"Refunding Bonds"), and

WHEREAS, the Bond Ordinance authorizes such bonds to be sold in one or more
series, as Parity Bonds or Parity Lien Obligations (as such terms are defined in the Bond

Ordinance), as Tax-Exempt Bonds, Tax-Benefited Bonds or otherwise, and by negotiated

KING COUNTY AIrannr: i
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sale or competitive bid, as determined by the county's director of finance and business
operations division (the "Finance Director") in consultation with the county's financial
advisors, and

WHEREAS, the Finance Director has determined that $ principal

amount of Project Bonds (the "Project Portion") [and $ principal amount of
Refunding Bonds (the "Refunding Portion")] be-sold in a series of [Parity Bonds/Parity
Lien Obligations] in the aggregate principal amount of $ to be designated as
the county's [Sewer Revenue [and Refunding] Bonds, Series 20 /Limited Tax General
Obligation [and Refunding] Bonds (Payable from Sewer Revenue), 20 ] (the "Bonds"),
structured as [Tax-Exempt Bonds/Taxable Build America Bonds-Direct
Payment/ |, and sold by [competitive bid/negotiated sale], and

WHEREAS, pursuant to the Bond Ordinance, a preliminary official statement

dated »20___, has been prepared for the sale of the Bonds, [the Official

Notice of Bond Sale (the "Notice") has been distributed, and bids have been received in
accordance with the Notice] [and the Financé Director has hegotiated the sale of the

Bonds to (the "Underwriter")], and

WHEREAS, [the attached bid of (the "Purchaser") to

purchase the Bonds is the best bid received for the Bonds, and] it is in the best interest of
the county that the Bonds be sold to the [Purchaser/Underwriter] on the terms set forth in
[the Notice, the attached bid/the attached bond purchase contract], the Bond Ordinance,
and this motion, andv

WHEREAS, in accordance with the Bond Ordinance, the council wishes to ratify

and confirm certain terms of the Bonds [and approve a plan of refunding certain

2
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outsta:nding sewer revenue bonds of the county from proceeds of the Refunding Portion],
as set forth herein;

NOW, THEREFORE, BE IT MOVED by the Council of King County:

A. Definitions. Except as expressly authorized herein, capitalized terms used
in this motion have the meanings set forth in the Bond Ordinance.

B. [Ratification of Notice of Sale, Acceptance of Bid,/Approval of Bond

Purchase Contract] and Authorization of Bonds. The issuance of the Bonds, designated

as set forth in the recitals of this motion, and the terms and conditions thereof as set forth
in the [Official Notice of Bond Sale, attached hereto as Attachment A (the
"Notice"),/Bond Purchase Contact attached hereto as Attachment A (the "Purchase
Contract")] are hereby ratified and confirmed, and [Purchaser's bid to purchase the
Bonds, as set forth on Attachment B (the "Bid"), is hereby accepted/the Purchase
Contract is hereby approved]. The Bonds shall bear interest at the rates set forth in [the
Bid/the Purchase Contract] and shall conform in all other respects to the terms and
conditions specified in the [Notice, Bid/Purchase Contract] and Bond Ordinance. The |
Bonds shall be subject to redemption as éet forth in the [Notice and Bid/Purchase
Contract].

[In accordance with the Purchase Contract, the council hereby accepts the

commitment from (the "Insufer") to provide

a municipal bond insurance policy guaranteeing the scheduled payment of principal of
and interest on the Bonds (the "Bond Insurance Policy™). The council further authorizes
and directs all proper officers, agents, attorneys and employees of the county to cooperate

with the Insurer in preparing such additional agreements, certificates, and other
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documentation on behalf of the county as shall be necessary or advisable in providing for
the Bond Insurance Policy.]

C. Satisfaction of Parity Conditions. In accordance with the provisions of the

ordinances authorizing the issuance of the currently outstanding [Parity Bonds/Parity
Lien Obligations], which permit the issuance of additional [Parity Bonds/Parity Lien
Obligations] upon compliance with the conditions set forth therein (the "Parity _
Conditions"), the county council hereby finds and determines, as follows:

[For Parity Bonds:

) The Project Portion of the Bonds is to be issued for the purpose of
acquiring, constructing and installing portions of the Comprehensive Plan and for
acquiring, constructing and installing necessary renewals or replacements of the System.

(i)  The Refunding Portion of the Bonds is to be issued for the purpose
of refunding and retiring prior to their maturity certain outstanding obligations of the
county payable from Revenue of the System.

(iii)  There is not now, and when the Bonds are issued there will not
then be, any deficiency in the Parity Bond Fund or any account therein.

(iv)  The Bond Ordinance provides for payment out of the Parity Bond
Fund of the principal of and interest on the Bonds and this motion provides for
satisfaction of the Reserve Requirement, as required by the Parity Conditions. .

(v) The county will have on file at the Closing of the Bonds a
certificate of the Finance Director or of a Professional Utility Consultant to satisfy the
revenue test for issuance of Future Parity Bonds required by the Parity Conditions.]

[For Parity Lien Obligations:
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(1) The Project Portion of the Bonds is to be_issued for lawful
purposes of the County relating to tile Sewer System;

(i)  The Refunding Portion of the Bonds is to be issued for the purpose
of refunding and retiring prior to their maturity certain outstanding obligations of the
county payable from Revenue of the System.

(iii) There is not now, and when the Bonds are issued there will not
then be, any deficiency in the Parity Bond Fund, the Parity Lien Obligation Bond Fund or
any other bond fund or account securing Parity Lien Obligations.

(iv)  The county shall have on file at the Closing of the Bonds a
certificate of a licensed professional engineer experienced in the design, construction and
operation of municipal utilities of scope similar to the System to satisfy the revenue test
for issuance of additional Parity Lien Obligations required by the Parity Conditions.]

The applicable Parity Conditions having been complied with in connection
with the issuance of the Bonds, the pledge contained in the Bond Ordinance of Revenue
of the System to pay and secure the payment of the Bonds shall constitute a lien and
charge upon such revenue equal in rank with the lien and charge upon the Revenue of the
System to pay and secure the payment of the outstanding [Parity Bonds/Parity Lien -
Obligations].

D. Application of Project Bond Proceeds; Satisfaction of Reserve

Requirement. In accordance with Section 15.A of the Bond Ordinance, there is hereby
established a special subaccount within the Construction Account to be designated as the
Series 20 Construction Subaccount (the "Construction Subaccount"). Proceeds of the

Project Portion (exclusive of accrued interest, if any, which shall be deposited into the
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Debt Service Account in the [Parity Bond Fund/Parity Lien Obligation Bond Fund]) shall
be deposited in the Construction Subaccount and applied to pay costs of improvements to
the System and costs of issuance of the Project Portion, in accordance with Section 15.A
of the Bond Ordinance.

[In accordance with Section 9.C of the Bond Ordinance, proceeds of the Project
Portion shall be [deposited into the Bond Reserve Account/used to burchase Qualified
Insurance in the form of a surety bond (the "Surety Bond") from the Insurer] in an
amount sufficient to satisfy the Reserve Requirement with respect to the Bonds. [The
County agrees to the conditions for obtaining the Surety Bond, including the payment of
the premium therefor and the other requirements to be set forth in an agreement to be
approved and executed by the Finance Director on behalf of the county. The council
further authorizes and directs all proper officers, agents, attorneys and employees of the
county to cooperate with the Insurer in preparing such additional agreements, certificates,
and other documentation on behalf of the county as shall be necessary or advisable in
providing for the Surety Bond.]

[E. Refunding and Redemption of Refunded Bonds.

1. Plan of Refunding. In accordance with Sections 16 and 28 of the

Bond Ordinance, the Finance Director has determined, in consultation with the county's
financial advisors, that proceeds of the Refunding Portion shall be used to refund the
following obligations of the county payable from sewer revenues pursuant to the plan of

refunding set forth below and ratified and confirmed hereby:
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Refunded Series Bonds
Maturity (January  Principal Interest Rate Call Date
1) Amount
Refunded Series Bonds
Maturity (January
1)Principal
AmountInterest
RateCall Date
The Refunded Series Bonds and Refunded Series Bonds shall be

referred to collectively in this motion as the Refunded Bonds. As provided in Section 16
of the Bond Ordinance, the King County Series 20 Sewer System Bonds Refunding
Account (the "Refunding Account") shall be established and maintained with the Escrow
Agent (as identified below). Proceeds of the Refunding Portion (exclusive of accrued
interest, if any, which shall be deposited into the Debt Service Account in the Bond
Fund) shall be déposited in the Refunding Account and used, together with other funds of
the county; if necessary, to purchase certain "Government Obligations" (which
obligations so purchased are herein called "Escrow Securities"), bearing such interest and
maturing as to principal and interest in such amounts and at such times that, together with

any necessary beginning cash balance, will provide for the payment of:
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(a) the interest on the Refunded Bonds due and payable on and
prior to January 1,20 ; and

(b) the redemption price ( % of the principal amount)

payable on January 1,20, of the Refunded Bonds.

Any bgginning cash balance and the Escrow Securities shall be irrevocably
deposited witl_l the Escrow Agent in an amount sufficient to defease the Refunded Bonds
in accordance with the ordinance(s) authorizing the Refunded Bonds. Any amounts
described above that are not provided for in full by such beginning cash balance and the
purchase and deposit with the Escrow Agent of fhe Escrow Securities shall be provided
for by the irrevocable deposit of the necessary amount out of the proceeds of sale of the
Refunding Portion or any other money of the county legally available therefor. The
proceeds of the Refunding Portion remaining in the Refunding Account after acquisition
of the Escrow Securities and provision for the necessary beginning cash balance shall be
utilized to pay expenses of the acquisition and safekeeping of the Escrow Securities and
the costs of issuing the Refunding Portion. The county may, from time to time, transfer,
or cause to be transferred, from the Refunding Account any money not thereafter required
for the purposes set forth in subparagraphs (a) and (b) above, subject to verification in
writing by an independent certified public accountant that such transfer will not result in
inadequate funds being available to make the required payments therefrom. The county
reserves the right to substitute other securities for the Escrow Securities in the event it
may do so pursuant to Section 148 of the Code and applicable regulations thereunder,

upon compliance with the conditions set forth in the Escrow Agreement.




168

169

170

171

172

173

174

175

176

177

178

179

180

181

182

183

184

185

186

187

188

189

190

Motion

The selection of as Escrow Agent is

hereby ratified and confirmed.

2. Redemption of Refunded Bonds. The county hereby irrevocably sets

aside sufficient funds through the purchase of the Escrow Securities and an initial cash
deposit to make the payments, és specified in subparagraphs (a) and (b) above.

The county hereby irrevocably defeases and calls for redemption on January 1,
20 , the Refunded Bonds in accordance with the provisions of the ordinance(s)
authorizing the redemption and retirement of the Refunded Bonds prior to their fixed
maturities.

Said defeasance and call for redemption of the Refunded Bonds shall be
irrevocable after the final establishment of the Refunding Account and delivery of the
Escrow Securities and the requisite cash deposit, if any, to the Escrow Agent, except as
provided herein relating to the substitution of securities. The Finance Director is
authorized and requested to provide whatever assistance is necessary to accomplish such
defeasance and redemption.

The Escrow Agent is hereby authorized and directed to notify the fiscal agency of
the State of Washington to give notice of the redemption of the Refunded Bonds in -
accordance with the applicable provisions of the ordinance(s) authorizing their issuance.
The Finance Director is authorized and requested to provide whatever assistance is
necessary to accomplish such redemption and the giving of notice therefor. The costs of
publication of such notice shall be an expense of the county.

The Escrow Agent is hereby authorized and directed to pay to the fiscal agency or

agencies of the State of Washington sums sufficient to make, when due, the payments

-145-



191
192
193
194
195
196
197
198
198
200
201
202
203
204
205
206
207
208
209
210
211
212

213

-146-

Motion

specified in subparagraphs (a) and (b) above. All such sums shall be paid from the
money and the Escrow Securities deposited with the Escrow Agent pursuant to this
section, and the income therefrom and proceeds thereof. All such sums so paid shall be
credited to the Refunding Account. All money and Escrow Securities deposited with the
Escrow Agent and any income therefrom shall be held, invested and applied in
accordance with the provisions of the Bond Ordinance and with the laws of the State of
Washington for the benefit of the county and the owners of the Refunded Bonds.

3. Findings of Saving and Defeasance. This council hereby finds and

determines that the issuance and sale of the Refunding Portion at this time will effect a
savings to the county and ratepayers of the System. In making such finding and
determination, the council has given consideration to the interest on and the fixed
maturities of the Refunding Portion and the Refunded Bonds, the costs of issuance of the
Refunding Portion and the known earned income from the investment of the proceeds of
sale of the Refunding Portion pending redemption and payment of the Refunded Bonds.

This council hereby further finds and determines that the Escrow Securities to be
deposited with the Escrow Agent and the income therefrom, together with any necessary
beginning cash balance, are sufficient to defease and redeem the above-referenced
Refunded Bonds and will discharge and satisfy the obligations of the county with respect
to the Refunded Bonds under the ordinance(s) authorizing their issuance and the pledges
of the county therein. Immediately upon the delivery of such Escrow Securities to the
Escrow Agent and the deposit of any necessary beginning cash balance, the Refunded
Bonds shall be deemed not to be outstanding under their respective authorizing

ordinance(s) and shall cease to be entitled to any lien, benefit or security under such

10



214

215

216

217

218

219

220

221

222

223

224

225

226

227

228

229

230

231

232

233

234

235

236

Motion

ordinance(s) except the right to receive payment from the Escrow Securities and

beginning cash balance so set aside and pledged.]

F. Undertaking to Provide Ongoing Disclosure.

1. Contract/Undertaking. In accordance with Section 31 of the Bond

Ordinance, this Section F constitutes the county's written undertaking for the benefit of
the owners and Beneficial Owners of the Bonds as required by Section (b)(5) of the Rule.

2. Financial Statements/Operating Data. The county agrees to

provide or cause to be provided to the MSRB the following annual financial information
and operating data for the prior fiscal year (commencing in 20____for the fiscal year
ended December 31,20  ):
[For Parity Bonds:
(a) Annual financial statements showing year-end fund balance for the
County's Water Quality Enterprise fund prepared in accordance with the Budget
Accounting and Reporting System prescribed by the Washington State Auditor pursuant
to RCW 43.09.200 (or any successor statute) and generally of the type included in the
official statement for the Bonds under the heading "Appendix _ : Excerpts from the
County's 20 Comprehensive Annual Financial Report";
(b) Amount of outstanding Parity Bonds; and
() Information regarding customers, revenues and expenses of the
System generally in the form set forth in the Official Statement for the Bonds in the table
labeled "Summary of Historical Sewer System Customers, Revenues and Expenses."
Items (b) and (c) shall be required only to the extent that such information is not

included in the annual financial statements.]

11
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[For Parity Lien Obligations:

(a) Annual financial statements prepared in accordance with the
Budget Accounting and Reporting System prescribed by the Washington State Auditor
pursuant to RCW 43.09.200 (or any successor statute) and generally of the type included
in the official statement for the Bonds under the heading "Appendix ___, Audited 20
Financial Statements";

(b) A summary of budgeted general fund revenues and appropriations;

(c) A summary of the assessed valuation of taxable property in the
county;

(d) A summary of the ad valorem property tax levy and delinquency
rate;

(e) A schedule of the aggregate annual debt service on tax-supported
indebtedness of the county;

® A summary of outstanding tax-supported indebtedness of the
county; and

(2) Information regarding customers, revenues and expenses of the
System generally in the form set forth in thé Official Statement for the Bonds in the table
labeled "Summary of Historical Sewer System Customers, Revenues and Expenses."
Items (b) through (g) shall be required only to the extent that such information is not
included in the annual financial statements.] |

Such annual information and operating data described above shall be provided on

or before seven months after the end of the county's fiscal year. The county's fiscal year

currently ends on December 31. The county may adjust such fiscal year by providing

12
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written notice of the change of fiscal year to the MSRB. In lieu of providing such annual

financial information and operating data, the county may cross-refer to other documents

available to the public on the MSRB's internet website or filed with the Commission.

If not provided as part of the annual financial information discussed above, the county

shall provide to the MSRB the county's audited annual financial statement prepared in

accordance with the Budget Accounting and Reporting System prescribed by the

Washington State Auditor pursuant to RCW 43.09.200 (or any successor statute) when

and if available.

3. Material Events. The county agrees to provide or cause to be provided, in

a timely manner, to the MSRB notice of the occurrence of any of the following events

with respect to the Bonds, if material:

(a)

(b)

(©)
difficulties;

(d
difficulties;

()
perform;

®
the Bonds;

(2)

Principal and interest payment delinquencies;

Non-payment related defaults;

Unscheduled draws on debt service reserves reflecting financial

Unscheduled draws on credit enhancements reflecting financial

Substitution of credit or liquidity providers, or their failure to

Adverse tax opinions or events affecting the tax-exempt status of

Modifications to rights of Bond holders;

13
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282 (h) Optional, contingent or unscheduled calls of any Bonds other than
283 scheduled sinking fund redemptions for which notice is given pursuant to Exchange Act
284  Release 34-23856;

285 ' ) Defeasances;

286 ) Release, substitution or sale of property securing repayment of the
287 Bonds; a_nd -
288 &) Rating changes.

289 [For Parity Bonds: Solely for purposes of disclosure, and not intending to

290  modify this undertaking, the county advises with reference to item (j) above that no

291  property secures payment of the Bonds.]

292 [For Parity Lien Obligations: Solely for purposes of disclosure, and not

293 intending to modify this undertaking, the county advises with reference to items (c) and

294 (j) above that no debt service reserves or property secure payment of the Bonds. ]

295 4. Notification Upon Failure to Provide Financial Data. The county agrees to

296  provide or cause to be provided to the MSRB, in a timely manner, notice of its failure to
297  provide the annual financial information described in subsection 2 above on or prior to
298  the date set forth in subsection 2 above.

299 S. EMMA; Format for Filings with the MSRB. Until otherwise designated

300 by the MSRB or the Commission, any information or notices submitted to the MSRB in
301  compliance with the Rule are to be submitted through the MSRB's Electronic Municipal
302 Market Access system ("EMMA"), currently located at www.emma.msrb.org. All
303 motices, financial information and operating data required by this undertaking to be

304 provided to the MSRB must be in an electronic format as prescribed by the MSRB. All

14
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documents provided to the MSRB pursuant to this undertaking must be accompanied by
identifying information as prescribed by the MSRB.

6. Termination/Modification. The county's obligations to provide annual

financial information and notices of material events shall terminate upon the legal
defeasance, prior redemption or payment in full of all of the Bonds. This section, or any
provision hereof, shall be null and void if the county (i) obtains an opinion of nationally
recognized bond counsel to the effect that those portions of the Rule that require this
section, or any such provision, are invalid, have been repealed retroactively or otherwise
do not apply to the Bonds; and (ii) notifies the MSRB of such -opinioﬁ and the
cancellation of this section. |

Notwithstanding any other provision of this motion, the county may amend this
Section F, and any provision of this Section F may be waived, with an approving opinion
of nationally recognized bond counsel and in accordance with the Rule.

In the event of any amendment or waiver of a provision of this Section F, the
county shall describe such amendment in the next annual report, and shall include, as
applicablé, a narrative explanation of the reason for the amendrnent or waivér and its
impact on the type (or in the case of a change of accounting principles, on the
presentation) of financial information or operating data being presented by the county. In
addition, if an amendment relates to the accounting principles to be followed in preparing
financial statements, (i) notice of such change shall be given in the same manner as for a
material event under subsection 3, and (ii) the annual report for the year in which the

change is made should present a comparison (in narrative form and also, if feasible, in
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327  quantitative form) between the financial statements as prepared on the basis of the new
328  accounting principles and those prepared on the basis of the former accounting principles.

329 7. Bond Owner's Remedies Under This Section. The right of any Bond

330 owner or Beneficial Owner of Bonds to enforce the provisions of this section shall be
331 limited to a right to obtain specific enforcement of the county's obligations hereunder,
332 and any failure by the county to comply with the provisions of this undertaking shall not
333 be an event of default with respect to the Bonds hereunder. For purposes of this section,
334  "Beneficial Owner" means any person who has the power, directly or indirectly, to vote
335  or consent with respect to, or to dispose of ownership of, any Bonds, including persons
336 holding Bonds through nominees or depositories.

337 G. Further Authority. The county officials, their agents, attorneys and

338  representatives are hereby authorized and directed to do everything necessary for the

339  prompt issuance and delivery of the Bonds and for the proper use and application of the |
340  proceeds of such sale.

341 H. Severability. If any provision in this motion is declared by any court of

342 competent jurisdiction to be contrary to law, then such provision shall be null and void

16
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343  and shall be deemed separable from the remaining provisions of this motion and shall in

344  no way affect the validity of the other provisions of this motion or of the Bonds.

345

KING COUNTY COUNCIL
KING COUNTY, WASHINGTON

Robert W. Ferguson, Chair
ATTEST:

Anne Noris, Clerk of the Council

APPROVED this day of ,

Dow Constantine, County Executive

Attachments: A. [Bond Purchase Agreement/Notice of Bond Sale], B. [Winning Bid for the Bonds]
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