IResolution MNe. 1306

A RESCLUTION OF THE COUNCIL OF THE CITY OF SALISBURY AUTHORIZING AND
EMPOWERING CITY OF ZALISBEURY, PURSTANT TO THE AUTHORITY OF SECTIONS
9-1601 TO 2-1622, INCLUZIVE, OF THE ENVIEONMENT ARTICLE OF THE ANNCOTATED
CODE OF MARYLAND (WEST 2002, A% EEPLACED, STUPPLEMENTED OF AWENDED),
SECTION: 31 T =7, INCLUSIVE, OF ARTICLE 234 OF THE AWNOTATED CODE OF
MARYLAND (WEST 2002, AS REPLACED, SUPPLEMENTED OF AWENDED), SECTION
=2C7-45 OF THE CHARTEE ©OF THE CITY ©OF =SALISBURY, A: PURLISHED IN
MUNICIPAT CHARTERS OF MARYLAND, VOLUME &, 1930 EEFPLACEMENT EDITION,
AS REPLACED, SUPPLEMENTED OF AMENDED, OFDINANCE NO. 1865, PASSED BY
THE COUNCIL O MOVEMEEER. 25, 2002, APPEOVED BY THE MAYOER ON NOVEMEEE.
27, 2002 ANWD EFFECTIVE ON MNOWEMBEE 27, 2002, AWD OERDINANCE NO. 1847,
PAZSED BY THE COUNCIL O JULY 11, 2005, APPEOVED BY THE MAYOE. ON JULY 12,
2005 AWND EFFECTIVE O JULY 12, 2005 T ISSUE AND SELL, TPON IT: FULL FATTH
AND CREDIT, A GENEEATL OBRLIGATION INSTALLMWENT BOND IM THE AGGEEGATE
FEIMNCIPAT AMCUNT OF FORTY-T'WO WMILLION NINE THCOUSAMND THREE HUMNDEED
FORTY-OMNE DOLLARS (F42,002341%y TO BE DESIGMNATED “CTTY OF SALISEURY
WATER QUATLITY BONWD, SERIES 20057, THE BOWD TO BE ISSUED AWD 3COLD AND
THE FPEOCEEDS THEEECF TC BE USED AWND APPLIED FOE THE PUBLIC PURPOSE OF
FINAWCING (INCLUDING BY EEMEBURSTNG) ALL OF A PORTICON OF THE COST OF
WARIOUS ACTIVITIES EELATING TO TPGERADIMNG AMD IMPROVING THE CITY'S
WASTEWATEE, TEEATMWMENT PLAWNT AMND 3SYSTEN, TOGETHEE “WITH THE
ACQUISTTION OF NECESSARY PROPERTY EIGHTS AWD EQUIPKMENT, EELATED STTE
AND TUTILITY DMPEOWVEMENTS, RELATED ARCHITECTUEATL, FIMAMNCIAL., LEGAL,
FLANNING, DESIGH AMND EMNGINEEEING EXPEMNZES AMD COSTS OF ISSTUANCE OF
THE BOMD, PEESCEIBRING, APPEOVING AND ADOPTING THE FOEXM AMND TENOE OF
THE BOMD, THE TEEMS AND COMNDITIONS FOR THE ISSUANCE AMD ZALE OF THE
BOND BY PEIVATE SALE, WITHOUT PUERLIC BIDDIMNG, TO THE MARYLAND WATEER
QUALITY FIWNAWNCING ADMINISTERATION, AWND ATLL OTHEE DETATLE INCIDENT
THEEETC, AMD AUTHORIZING THE WMAYOER, OMN BEHALF OF THE CITY, TO ADIUST
AND FIX CERTATN DETATLS OF THE BOMND;, APPROVIMG, ANWD AUTHORIZING AMD
DIEECTING THE EXECUTION AMND DELIVERY OF, A LOAMN AGEEEMENT “WITH THE
MARYLAWD WATER QUALITY FINAWNCING ADKINISTRATION PURSTANT TO WHICH
ADVAMNCES WILL BE MADE UNDER THE BOMND; ATUTHORIZING ANY OMNE OF THE
FEESIDENT ©F THE COUNCIL OF THE VICE-PEESIDENT OF THE COUNCIL,
TOSETHEE. WITH ANY OME OF THE FINAMNCE DIEECTOE OF THE ASIISTANT
FINAMNCE DIEECTOER, T2 TAEKE CEETATN ACTIONS WITH EESFECT T THE LOAM
AGEEEMEMT, AMD DESIGHMATING ANY ONE OF THE PRESIDEMT OF THE COTMNCIL
OF THE VICE-FEESIDEMT OF THE COUNCIL, TOGETHEE WITH ANT ONE OF THE
FINAMNCE DIEECTOE OF THE AZSISTANT FINMANCE DIRECTOR, A3 AN “ATUTHORIZED
OFFICER” FOE PUEFPOSE:S OF THE LOAN AGREEMENT, PROVIDING FOE THE
DISEURSEMENT OF ADVANCES OF THE BOMND; PROVIDING THAT THE PEINCIFAL OF
AN INTEEEST ON THE BOMND WILL BE PAYABLE IM THE FIEST INETAINCE FEOM
EEVENUES RECEIVED BY THE CITY IN CONMNECTION "WITH THE OFEEATION OF THE
________ WASTEWATER SYSTEM SERVING THE CITY AND SURROUNDING AREAS,
PEOVIDING FOR THE LEVY AND COLLECTION OF AD VALOREM TAXES SUFFICIENT
FOE THE FROMFT PAYMENT OF THE INSTALIMEMWTS OF PEINCIPATL OF AND
INTEREST ON THE BOMND; FLEDGING THE FULL FATTH AWND CREDIT AND UMNLIMWMITED
TAXING POWEE. OF THE CITY TO THE PEOMPT PAYMENT OF THE FEINCIFAL OF
AND INTEREST O THE BONWD,; PROVIDING THAT THE PEINCIPATL OF AND INTEEEST
ON THE BOMD ALZO MAY BE PATD FROM ANY OTHEER ZOTURCE:S OF REEVEMNUE
LAWETLLY AWVATLABLE T THE CITY FOR STTCH PURPOSE, AUTHORIZING AND
DIRECTING OFFICIAL: AWD EMPLOYEES OF THE CITY TO TAEE ANY AND ALL
ACTION NECESZARY TO COMPLETE AMD CLORE THE ZALE AND DELIVERY OF THE
BOMD, MAEING OR. PROVIDING FOE CERTATN REPRESENTATIONS RELATING TO
TAX MNATTERS, PROVIDING THAT MNOTWITHSTAWDING AWNYTHING TO THE
CONTEARY CONTATNED I ORDINANCE MO, 1865, OEDINANCE WO, 1247 OF THIS
EEZOLTUTION, THE CITY SHALL TUSE AND APPLY PROCEEDS OF THE BOND ONLY AS
PEEMITTED BY THE LOAN AGEEEMENT, THE CLEAN WATER ACT (A3 DEFINED IR
THE LOAN AGEEEMENT) AWD THE ACT (A2 DEFINED I THE LOAN AGEEEMENT),
AND OTHERWIZE GENEEALLY EELATING T THE ISSTUANCE, SALE, DELIVERY AND
PAYMENT OF AND FOER THE BEOMD.

EECTTALS

WHEEEAS, City of Salisbury, a mumcipal corporation of the State of Maryland (the
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Y ), 18 authonized and etpowered by SECHONS Y-10UL 1o ¥- 1024, mclusve, of the BAVOfmMent
Article of the Annotated Code of Marvland (West 2002, asz replaced, supplemented or amended)
{the “Envirenment Article™), Sections 31 to 37, mclusive, of Article 234 of the Annotated Code of
Maryland (West 2002, as replaced, supplemented or amended) (the “Enabling Act™ and Section
SCT-45 of the Charter of the City of Salishbury, as published n Municipal Charters of Maryland,
Wolume &, 1990 Eeplacement Edition, as replaced, supplemented or amended (the “Charter™), to
botrow money for any proper public purpose in connection with the wastewater system serving the
City and surrounding areas and to evidence such botrowing by the issuance and sale of its general
obligation bonds; and

WHEEEAS, pursuant to Crdinance Mo, 1865, passed pursuant to the Environment Article,
the Enabling &ct and the Charter by the Councd on MNovember 25, 2002, approved by the Mayor on
Mowvember 27, 2002 and effective on MNowember 27, 2002 "“Crdmance Mo, 18657), the City
authorized the issuance and sale, upon its full fath and credit, of one or more senes of its general
obligation bonds m an aggregate pnncipal amount not to exceed Twenty-eight Wlilhon Dollars
(£28,000,000.00% (the “Authorized Bonds™), and the Ordinance provides that any such series may
consist of one or more bonds and that any bond may be ssued in mstallment form andfor draw-
dowmn form; and

WHEEEAS, pursuant to Crdinance Mo, 1947, an ordmance supplementing Crdinance Mo
18635, passed pursuant to the Environment Article, the Enabling Act and the Charter by the Council
on July 11, 2005, approved by the Mayor on July 12, 2005 and effectve on July 12, 2005
("Ordinance Mo, 19477 and, collectively with Ordinance Mo, 1865, the “Ordinances™), the City

pursuant to Ordmance Mo, 1865 from an amount not to exceed Twenty-eight Milion Dollars
(528,000,000} to an amount not to exceed Forty-nine Milion Dollars ($49,000,000%; and

WHEEEAS, the Crdinances prowide that the proceeds of the Authonzed Bonds are to be
used and appled for the public purpose of financing (ncliding by rewmbursing) or refinancing all or
a portion of the cost of any one or more actiwities relating to upgrading and mproving the City’s
wastewater treatment plant and system, mcloding (without lnitation) upgrading the emsting
trickling filter process, adding additional filter systems, improwing the emsting head-works,
disinfection and sludge processing faciliies and systems, and undertaking other improvements in
order to facilitate biclogical nutrient remowval and expand capacity, together with the acousition
of necessary property rights and ecquipment, related site and utility improvements, related
architectural, financial, legal, planmng, design, engineenng and construction expenses, costs of
issuance and, if the Council so determines pursuant to a subsequent resolution, nterest during
construction and for a reasonable penod thereafter (collectively, the “ Authonized Project™; and

WHEREALS, pursuant to the authorty of the Enabling Act, the Enwironment Article, the
Charter, Ordinance o, 1865 and Eesclution IMo. 940, adopted, approved and effective on Aprl 14,
2003, the City issued and sold to the Administration on Aprl 17, 2003 its £3,163,361.00 City of
Salisbury Water Quality Bond, Senes 2003 (the “Series 2003 Bond™) in order to fund phase 1 costs
of the Authorized Project; and

WHEEREALS, after accounting for the issuance of the Series 2003 Bond, an addiional
$45,836,639 of general obligation bonds may be issued for Authorized Project purposes pursuant to
the authotity of the Ordinances; and

WHEEREAS, the City has detertnined that it iz it the best interest of the City and itz citizens
to issue and zell to the Marvland Water Quality Financing Admimstration at this time a single
general obligation installment bond in the principal amount of $42,009,341 in order to finance a
pottionn of the costs of the Awthorized Project i accordance with, and pursuant to, the authority
contained m the Environment Article, the Enabling Act, the Charter and the Ordinances, and upon
the terms and conditions set forth m this Eesolution, the proceeds of which general obligation
mstallment bond are to be used and applied as herein set forth in connection with the Project (as
hereinafter defined); and

WHEEEAS, the Finance Director has adwised that the issuance of the Bond prowided for
herein shall not canse the City to wiolate the debt irtation provisions of the Charter.

SECTION 1. WOW, THEEREFCORE, BE IT RESOLVED by the City Council of the City
of Sahsbury, Maryland that pursuant to the authonty of the Environrment Article, the Enabling Act,
the Charter and the Ordmances, the City hereby deterrmines to 1ssue and sell, upon its full faith and
credit, a general obligation mstallment bond for the public purpose of financing (includmg by
rembursing) all or a portion of the cost of any one or more actites relatng to upgrading and
wnproving  the City's wastewater treatment plant and  system, wmchiding (wathout lwrtation)
upgrading the emstng tncklng filter process, addmg addiional filter systems, wnprowmng the
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together wath the acqusthon of necessary property nights and equipment, related site and utility
wnprovements, related architectural, financial, legal, planming, design, engmeering and construction
expenses and costs of issuance (collectvely, the “Project™.  Such bond shall be issued m the
aggregate princtpal amount of Forty-two Million Mine Thousand Three Hundred Forty-one Dollars
(42,009 341) and shall be designated as “City of Salishury Water Quality Bond, Series 20057 (the
“Bond™).  Although the Ordinances authonze the use of proceeds of the Authorized Bonds to pay
mterest dunng construction and for a reasonable peniod thereafter, the City will not use proceeds of
the Bond for such purpose and such purpose 15 not mcluded wathin the scope of activites detaded m
the definttion of the Project.

SECTION 2. BE IT FURTHEE EESCLVED that (a) the Bond shall be issued and sold
upon the full fath and credit of the City, shall be dated the date of s delivery, shall be numbered R-
1 and shall be issued m the form of a single, fully-registered mstallment bond, without coupons
attached.

(<)) The principal advanced under the Loan Agreement (as heremafter defined)
shall be paid n installments on the dates and m the amounts as set forth in the following schedule,
as such schedule may be revised in accordance with the terms of the Bond and the Loan Agreement:

Due Principal Due Principal
February 1 Amount February 1 Amount
200% 52,021,764 45 2019 F2,104, 106 29
2010 202985148 2020 2,112,52272
2011 2,037 97080 2021 212097276
2012 2.046,122.77 2022 2,129.456.65
2013 2,054,307 25 2023 2,137,974.50
2014 2062524 48 2024 2,146,526 42
2015 2, 070,774.60 2025 2,155,112.54
20146 2,079,057 &0 2026 2,1637322 95
2017 2 087,373 85 2027 2,172,387 87
2018 209572345 2028 2,181,077.53

() The Bond, or zo much of the principal ammount thereof as shall have been
advanced from tine to time under the terms of the Loan Agreement, shall bear interest from its
dated date at an annual rate of mterest ecqual to 10% of the average of the Bond Buyer 11-Bond
Index for the calendar menth prior to the month in which the wutial advance of proceeds of the
Bond ocours, provided that the rate deterrned by such caloulation may be reunded down by the
IMarvland "Water Quality Financing Adminstration (the “Adminstration™ m its sole discretion
Interest due on the unpaid principal amounts advanced under the Loan Agreement shall accrue on
the basis of a 30-day month, 360-day year from the date of the respective advances of such principal
arnount, and shall be patd on February 1, 2006, and sermannuvally thersafter on the 1st day of
August and February in each year until the principal amount of the Bond has been pad.

{d The payment dates and principal mstallments prowided for m the foregeing
subsections (b) and (c) are based on an anticipated date of 1ssuance for the Bond occurnng i
September, 2005 and an mterest rate payable on the Bond if the Bond 15 1zsued in September 2005,
as determined pursuant to subsecton (c) abowe, of four-tenths per centum (0.4%) per annum.
Motwithstanding  the foregomg, m the event the Bond, for whatever reason, 15 not issued m
September 2005 the Mayor, on behalf of the City, 15 hereby authorized and directed to adjust such
poncipal and  iterest payment dates and prncipal mstallment amounts  {ncluding, without
lwratation, by adjusting the dates on which pnnepal andfor mterest will be due and by adjusting
such principal armounts set forth m subsection (b)) abowe to reflect any change m the payment dates
and the mterest rate deterrmned m accordance with subsection (o) abowve) as required by the
Adrmmstration, mn order to meet the requirements of Zection 9-1605(d) 1)1} of the Enwronment
Article or to meet other requirements of the Adminsstration, such approwval and adjustment to be
ewidenced conclusiwely by the Mayor's execution and delivery of the Bond.

{e) If the Admintstration determunes at any time to reduce the masmum ameount
of the Loan Comrmtment {as defined m the Loan Agreement) m accordance with Section 308 of
the Loan Agreement, the IMazmum Principal Amount of the Bond {(as defined i the Bond) shall be
reduced accordingly and the Mammum Prncipal Amount as so reduced shall be amortized as
provided m the Loan Agreement. In such event, as determined by the Admiistration, the City may
execute and deliver (in the manner prowvided i Section 4 hereof for the ongnal ssuance of the
Bond) a new Bond ewdencing such reduction m the Loan Commitment or the Admimstration may
deliwer, and the Mayor, on behalf of the City, shall acknowledge in wntng, a certificate seting forth
such reamortized pavment schedule (as admsted as prewided for in subsection () hereof). which



shall be attached to the Bond and shall replace and supersede for all purposes the foregoing payment
schedule. The Mayor, on behalf of the City, 15 hereby authonzed and directed to approve, execute
and deliver any such certificate relating to a reamortized payment schedule and any other
certificates, documents or evidence recquired by the Admimstration under Section 3.08 of the Loan

Agreement.

i The City shall pay (1) a late charge for any payment of principal of or mierest
on the Bond that is received later than the tenth {10th) day followmng its due date, in an amount
equal to 5% of such payment, and (1) interest on owerdue installments of principal and (to the extent
permitted by law) interest at the Default Rate provided for in the Loan Agreement, which Default
Fate shall be equal to 100% of the average of the Bond Buyer 11-Bond Index for the calendar

month prior to the month in which the mitial advance of proceeds of the Bond occurs,

=y Both the principal of and mterest on the Bond will be paid to the registered
owner i lawfil money of the United States of Amenca, at the time of payment, and will be paid by
electronic finds transfer, or by check or draft maied (by depositing such check or draft, correctly
addressed and postage prepaid, in the United States mail before the payment date) to the registered
owner at such address as the registered owner may designate from time to time by a totice in
writing delivered to the Finance Director.

=ECTION 3. BE IT FURTHEE EESOLVED that the Bond shall be subject to mandatory
........ EnwomnentalProtecnonAgencys(andltssuccessors)State RevolvungdProgram
Eegulations. Otherwize, the Bond may be prepad by the City, i whole or m part, only at such
times and in such amounts, and upon payment by the City of such prepayment premium or penalty,
as the Director of the Admimistration, in ks or her discretion, may specify and approve.

SECTION 4 BE IT FURTHEE EESCLVED that the Bond shall be executed in the name
of the City and on its behalf by the Mayor The corporate seal of the City shall be affized to the
Bond and attested by the signature of the City Clerk. In the event any official whose sighature shall
appear on the Bond shall cease to be such official prior to the delivery of the Bond, or, in the event
any such official whose signature shall appear on the Bond shall have become such after the date of
issue  thereof, sad PBond shall nevertheless be a walid and binding obligation of the City m
accordance with its terms.

SECTION 5. BE IT FURTHEE EESCLVED that the Bond shall be transferable only after
the first principal payment date as set forth i the Bond or the date upon which the Maarmum
Principal Amount has been borrowed, whichever 15 earhier, upon the books of the City at the office
of the Fiance Director, by the registered owner in person or by s attorney duly authonzed in
writing, upon surender thereof, together with a wrtten mstrument of transfer satisfactory to the
Finance Director, duly executed by such registered owner or his duly authorized attormey. The City
shall, within a reasonable time, issue in the name of the transferee a new registered bond or bonds,
in such dencminations as the City shall by resclution approve, in an aggregate principal amount
equal to the unpaid principal amount of the bond or bonds surrendered and with the same maturities
and mterest rate. If more than one bond is issued upen any such transfer, the mstallment of
principal and interest to be paid on each such bond on each payment date shall be equal to the
product of the following formula;  the total mstallment due on each payment date multipled by a
fraction, the numerator of which shall be the pnncipal amount of such bond and the denominator of
which shall be the aggregate principal amount of bonds then outstanding and unpaid. The new bond
or bonds shall be delivered to the transferee only after payment of any taxes on and any shipping or
msurance expenses relating to such transfer. The City may deem and treat the party in whose name
the Bond i1z registered as the absolute owner thereof for the purpese of recetving payment of or on
account of the principal thereof and mterest due thereon and for all other purposes.

SECTION & BE IT FURTHEE EESCOLVED that except as provided hereinafter, the
Bond ghall be izsued in substantially the form attached herete as Eshibit & and incorporated by
reference heremn.  Appropnate vanations and nszertions to provide dates, numbers and amounts, and
modifications not altering itz substance, meluding, without hmitation, to reflect matters deterrmined
in accordance with Sectionz 2(b), (o), (d) and () hereof, may be tmade by the Mayor. Al of the
covenants contained m the form attached hereto as Exhibit A are hereby adepted by the City as and
for the form of obligation to be mcurred by the City, and the covenants and conditions are hereby
made binding upon the City, ncluding the promize to pay therem contained.

SECTION 7. BE IT FUERTHEE EEZCLVED that the City hereby determines to sell the
Bond by private sale, without public badding, which sale by private sale 1z hereby deemed by the
City to be in its best interest and m the interest of its citizens due, i part, to the benefit of negotiated
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Environment Article, the Enabling Act, the Charter and the Ordinances, the Bond shall be sold by



private sale, without public bidding, for a price of the par amount of the Bond (such purchase price
to be advanced m accordance with the Loan Agreement) to the &Admimstration, n accordance with
the substantally final form of the Loan Agreement attached hereto as Esxhiat B (the “Loan
Lgreement”™), the terms and condibons of which Loan Agreement are hereby meorporated by
reference herein and approved by and adopted as the obligation of the City. The MMayor 15 hereby
authorized and directed to complete, execute and deliver the Loan Agreement for and m the name of
the City with such changes, msertions and deletions not substanhially altering the substance of the
Loan Agreement as shall be approved by the Mayor, such approval to be ewidenced conclusrvely by
the Mlayor's execution and delivery of the Loan Agreement Notwithstanding anything to the
contrary contained in this Resclution, advances under the Loan Agreement or the Bond and
prepayment or payment of the principal of and interest on the Bond shall be made in accordance
with the Loan Agreement. The City agrees to abide by and perform the covenants and agreements
set forth in the Loan Agreement as though such covenants and agreements were set forth m full in
this Eesolution. The City hereby expressly acknowledges itz absolute and unconditonal obligation
to tnake Administrative Fee payments to the Administration i accordance with the Loan

Agreement.

SECTION 8. BE IT FUETHEE EESCLVED that as soon as may be practicable after the
adoption of this Eesolution, the Bond shall be sutably prepared mn definitive form, executed and
delivered to the Admimstration contemporaneously with the receipt of the mital advance of the
proceeds of the Bond  The Mayor, the City Admiristrator, the President of the Council, the Vice-
President of the Council, the City Clerk, the Finance Director, the Assistant Finance Director and all
other appropriate officials and employees of the City are expressly authonzed, empowered and
directed to take any and all action necessary to complete and close the sale and delivery of the Bond
to the Admimstration and to negotiate, approve, execute and deliver all documents, certificates and
mstruments necessary of appropriate i connection therewith.  Any one of the President of the
Council or the Vice-President of the Council, together wath any one of the Fmance Director or the
ALssistant Finance Director, are hereby expressly authorized to take any necessary actions under the
Loan Agreement or the Bond in order to requisiion advances on behalf of the City. Any one of the
President of the Council or the Vice-President of the Council, together with any one of the Finance
Director or the Assistant Finance Director, are hereby expressly designated an “Authorized Officer”
for purposes of the Loan Agreement.

SECTION 5 EBE IT FURTHEE EESOLVED that each advance of the proceeds of the
Bond shall be pad directly to the City and shall be deposited by the Finance Director or other
appropriate City official in the proper mumicipal accounts, or shall be pad at the direction of the
Authonized Officer, or shall be paid as otherwise required by the Administration. Advances under
the Bond shall be used and appled by the City exclusively and solely for the public purpose
described m Section 1 hereof MNothing m this Resolution shall be construed to authorize the
expenditure of any moneys except for a proper public purpose.

SECTICON 100 BE IT FURTHEER REZOLWED that (a) the principal of and mterest on the

Bond will be payable in the first mstance from revenues recetved by the City in connection with the
_________ operation of the wastewater system serving the City and swrounding areas  In the event such

moneys are insufficient m any fiscal year to prowde for the prompt payment, when due, of the
prncipal of and mterest on the Bond, the City shall levy or cause to be lewed, for each and every
fiscal year durmg which the Bond may be outstanding, ad walorem tazes upon all real and tangible
personal property within its corporate limits subject to assessment for unlimited municipal taxation
in rate and amount sufficient to prowide for the payment, when due, of the principal of and interest
on the Bond payable in each such fiscal year and, in the event the proceeds from the collection of
the taxes so levied may prove madeguate for such purposes in any fiscal vear, additional taxes shall
be levied in the subsequent fiscal vear to make up any deficiency.

)] The full faith and credit and unlimited tamng power of the City are hereby
wrevocably pledged to the prompt payment of the principal of and mterest on the Bond as and when
the same are payable and to the levy and collection of the taxes heremabove desenbed as and when
such taxes may become necessary in order to prowide sufficient finds to meet the debt service
requireraents of the Bond. The City hereby covenants with the registered owner of the Bond to take
any action that may be appropriate from time to tme dunng the period that the Bond remams
outstanding and unpaid to provide the finds necessary to pay promptly the principal and interest due
thereon.

{c) The foregoing prowvisions shall not be construed so as to prohbit the City
from paying the principal of and mterest on the Bond from the proceeds of the sale of any other
obligations of the City or from any other finds legally available for that purpose. The City may
apply to the payment of the principal of or mterest on the Bond any funds recewved by it from the
State of Maryland or the United States of America, or any governmental agency or instrumentality,
or from any other source, if such funds are granted or paid to the City for the purpose of assisting



the Uiy m accomphstung the type of project or projects wiuch the Beond 15 1ssued to tnance, and to
the extent of any such funds received or receivable m any fiscal year, the tazes hereby required to be
lewied may be reduced proportionately.

SECTION 11. BE IT FURTHER EESOLVED that (a) the Mayor and the Finance Director
are the officials of the City responsible for the issuance of the Bond within the meaning of Section
1.148-2(t0(2) of the Arbitrage Regulations (defined below). The Mayor and the Finance Director
also shall be the officials of the City responsible for the execution and delivery {on the date of the
izsuance of the Bond) of a certificate of the City (the “Section 148 Certificate™) that complies with
the recuirements of Section 148 ("Section 148™) of the Internal Revenue Code of 1986, az amended
(the “Code™, and the applicable regulations thereunder (the “Arbitrage Regulations™). Such
officials are hereby authorized and directed to execute and deliver the Section 148 Certificate to
counsel rendering an opinion on the validity and taz-exemnpt status of the Bond on the date of the
tzauance of the Bond.

(k) The City shall set forth m the Section 148 Certificate its reasonable

expectations as to relevant facts, estimates and circumstances relating to the use of the proceeds of

the Bond or of any momes, securities or other obligations to the credit of any account of the City

which may be deemed to be proceeds of the Bond pursuant to Section 148 or the Arbitrage

Eegulations (collectively, the “Bond Proceeds™). The City covenants with the registered owner of
........ the Bond that the facts, estimates and circumstances set forth n the Section 148 Certificate will be

based on the City’s reasonable expectations on the date of 1zsuance of the Bond and will be, to the
best of the certifiing officials” knowledge, true and correct as of that date.

{c) The City covenants with the registered owner of the Bond that it waill
not make, or (to the extent that it exercises control or direction) permit to be made, any use of the
Bond Proceeds that would cause the Bond to be an “arbatrage bond” within the meanng of Section
148 and the Arbitrage FEegulations, and that it will comply with those prowvisions of Section 148 and
the Arbitrage Eegulations as may be applcable to the Bond on the date of the 1ssuance of the Bond,
and which may subsequently lawfully be made applicable to the Bond, as long as the Bond remams
outstanding and unpatd.

SECTICON 12 BE IT FUETHEE EESOLVED that the City specifically covenants that it
will comply wath the prowsions of the Code applicable to the Bond, mcluding, without lrattation,
comphance with prowisions regarding the timing of the exzpenditure of the proceeds of the Bond, the
use of such proceeds and the facithhes financed with such proceeds, the restnchon of mwvestrnent
vields, the filing of mformation with the Internal Bewvenue Service and the rebate of certamn earnings
resulting from the mwestrnent of the proceeds of the Bond. The City further covenants that it shall
make such use of the proceeds of the Bond, regulate the mvestment of the proceeds thereof and take
such other and further actions as may be required to mamntan the exemption from federal mcome
tazation of mterest on the Bond ANl officers, emplovees and agents of the City are hereby
authorized and dwected to prowde such certifications of facts and estmates regardimg the amount
and use of the proceeds of the Bond as may be necessary or appropnate.

SECTION 13 BE IT FURTHEER EESOLVED that notwithstandmng anything to the
contrary contained m the Ordinances or this Eesolution, the City shall use and apply proceeds of the
Bond only as permtted by the Loan Agreement, the Clean Water Act (as defined m the Loan
Agreement) and the Act (as defined in the Loan Agreement).

SECTION 14 BE IT FURTHEE EEZCLVED that the issuance, sale and delivery of the
Bond shall not cause the City to wolate the debt limit prowvisions of Section 3C7-48 of the Charter.

SECTION 15 BE IT FURTHER EEZOLWVED that this Resolution shall become effectrve
following approval by the Mayor.

[COWTINUIED 0N WEXT PAGE]
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THIS RESOLTUTION was mtroduced, read and adopted at a meeting of the Council of the City of
Salisbury held o1 the day of
, 2005,

ATTEST:



Brenda I Colegrove Michael P. Dunn

CITY CLERK PEESIDENT, City Council
Approved by me this day of

2005
Barrie P Tilghtnan

MAYOR, City of Salisbury

#82322:58111 00%
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EXHIBIT &
FOEM OF BOMND
£ E-1
EEGISTEEED

UNITED STATES OF AMERICA
STATE OF MARYLAWD

CITY OF SALISBEURY
WATEE QUALITY BOMND, SEEIES 2005
Dated , 2005

PAYMENTS OF PEINCIPAL ANWND INTEEEST ON THIS BOND ARE MADE
BY CHECE, DEAFT OF ELECTRONIC FUNDS TR AMNSFER
TO THE EEGISTERED OWIER AND IT CAWNMNOT
BE DETEEMIMED FEOM THE FACE CF THIS BOND WHETHEE
ALL OR AWY PART OF THE PEINCIP AL OF OF INTEREST
ON THIS BOMND HAS EEEN PATD.

EEGISTEEED OWHEE; Maryland Water Cuality Financing A drrimistration

City of Salisbury, a municipal corporation of the State of Marvland (the “Borrower™),
hereby acknowledges iself obligated to pay to the Regstered Cwner shown abowe, the prncipal
amount of $42,009,.341 (the “Maimum Principal Amount”™) or so much thereof as shall have
been advanced from time te tune under the terms of the Loan Agreement dated as of

. 2005 (the “Loan Agreement”) by and between the Borrower and the

Maryland Water Quality Financing Administration (the “Administration™, plus mterest on the
unpaid principal advanced under the terms of the Loan Agreement at the rate of four-tenths per

centum (0.4%) per anmum.

The principal advanced under the Loan Agreement shall be paid mn mstallments on the
dates and in the amounts as set forth in the following schedule, as such schedule may be

amended in accordance with the terms hereof

Page Break.
Due Principal Due Principal
February 1 Amount February 1 Armount
2002 £2.021,764.45 2019 £2,104,106.2%
2010 2,029,851.48 2020 2,112,52272
2011 2,037.570.80 2021 2,120,97276
2012 2,046,122.77 2022 2,129456.65
2013 2,054,207.25 2023 2,137.974.50
2014 2,062,524 48 2024 2,146,526 42
2015 2,070,774.60 2025 2,155,112.54
2016 2,079,057.60 2026 2,163,732.9%
2017 2,087,273.85 2027 2,172,287 87
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If the Admimstration deterrmunes at any time to reduce the mammum amount of the Loan
Comrmtment (as defined in the Loan Agreement) m accordance with Zection 2.08 of the Loan
Agreement, the Mammum Principal Amount shall be reduced accordmgly and the MMasrmum
Principal Amount as so reduced shall be amortized m accordance with Section 3 .08 of the Loan
Aoreement. The Admirstration shall deliver, and the Borrower shall acknowledge i wrting, a
certificate setting forth such reamertized payment schedule, which shall be attached hereto and
shall replace and supersede for all purposes the foregoing payment schedule.  Any such
reduction shall not affect the obligation of the Borrower to pay the principal of and mterest on
thiz bond as and when the same shall become due.

Motwithstandmmg the foregomg, al outstandmg unpatd principal amounts advanced under
the Loan Agreement, if not previously due hereunder, shall be due on that date which 15 20 vears
after the date of completion of the Project (as defined n the Loan Agreement), as certified by the
Borrower to the Admimstraton pursuant to Section 2.02(d) of the Loan Agreement.

Interest due on the unpatd principal amounts adwanced under the Loan Agreement shall
accrue on the basis of a 30-day month, 360-day year from the date of the respective advances of
such principal amount, and shall be pad on February 1, 2006, and sermannually thereafter on the
1st day of August and February in each year until the principal amount hereof has been paid.

This bond 15 subject to prepayment only i accordance with Section 3.10 of the Loan
Lgreement.

EBoth the pnncipal of and mterest on this bond will be patd to the regstered owner mn
lawful money of the Untted States of Armenca, at the tme of payment, and will be pad by
electrenic funds transfer, or by check or draft maled (by deposting such check or draft,
correctly addressed and postage prepad, i the Unted States mal before the payment date) to
the registered owner at such address as the registered owner may designate from time to tune by
a notice in writing delivered to the Finance Director.

issued pursuant to and m full conformr the prowsions of Sections 31
to 37, mclusive, of Article 234 of the Amnotated Code of Maryland, as amended, Sections SC7-
45 of the Charter of the City of Salishury, as published in Municipal Charters of Marvland,
WVolime 6, 1930 Replacement Edition, as amended, and the Marvland "Water Quality Financing
Adminstration Act {codified as Sections 2-1601 to 2-1622, mclusive, of the Environment Article
of the Annotated Code of Maryland, as amended), and by wirtue of due proceedings had and
talken by the Borrower, particularly Ordinance Mo, 1863, passed by the Council of the Borrower on
Movember 25, 2002, approved by the Mayor on November 27, 2002 and effective on Nowember 27,
2002, Ordinance Mo, 1947, passed by the Council of the Borrower on July 11, 2005, approved by

the Mayor on July 12, 2005 and effective on July 12, 2005 and Resclution Mo, . adopted by the
Counctl of the Borrower on , 2005, approved by the Mayor on , 2005
and effective on , 2005 (collectively, the “Resclution™.

Thiz bond, together with the Loan Agreement, ewidences the Loan (as defined i the Loan
Agreement) to the Borrower from the Maryland Water Quality Financing Administration. In
accordance with the Loan Agreement, the principal amount of the Loan, being the amount
denomninated as  principal under this bond, iz subject to reduction of adjustment by the
& dministration in accordance with the Loan Agreement.

The fiull fath and credit and unbmited tasng power of the Borrower are hereby
wrevocably pledged to the prompt payment of the prncipal of and mterest on thiz bond
according to its terms, and the Botrower does hereby covenant and agree to pay the prncipal of
and interest on this bond at the dates and i the manner prescribed herein,

Thiz bond 1z transferable only after the first principal payment date as set forth above or
the date upon which the Mammum Prnncipal Amount has been borrowed, whichever 1z earlier,
upon the books of the Borrower at the office of the Finance Director by the registered owner
hereof m person or by his attorney duly authorized i writing, upon surrender hereof, together
with a written mstrument of transfer satisfactory to the Finance Director, duly executed by the
registered owner or hiz duly authonrzed attorney. The Borrower shall, within a reasonable time,
issue in the name of the transferee a new registered bond or bonds, i such denominations as the
Botrower shall by resolution approwe, in an aggregate principal amount equal to the unpaid
prncipal amount of the bond or bonds surrendered and with the same maturties and interest rate.
If more than one bond 13 i1ssued upon any such transfer, the mstalment of pnncipal and mterest
to be paid on each such bond on each payment date shall be equal to the product of the following
formula:  the total mstallment due on each payment date multphed by a frachon, the numerator
of whirh shall he the nrinmnal amonnt of such hond and the denominator of which shall he the



aggregate principal amount of bonds then outstanding and unpaid.  The new bond or bonds shall
be delivered to the transferee only after payment of any taxzes on and any shipping or msurance
expenses relating to such transfer.  The Borrower may deem and treat the party m whose name
thiz bond 15 regstered as the absolute owner hereof for the purpose of recerving payment of or on
account of the principal hereof and mterest due hereon and for all other purposes.

Tt is hereby certified and recited that all condiions, acts and things required by the
Constitution or statutes of the State of Maryland and the Resolution to exist, to have happened or

have been performed, and that the issuance of this bond, together with all other mndebtedness of
the Borrower, is within every debt and other limit prescribed by said Constitution ot statutes,

I WITHNESS WHERECE, thig bond has been executed by the manual sionature of the
Mayor and the seal of the Borrower has been affized hereto, attested by the manual signature of

the City Clerk, all as of the day of , 2005,
(SEAL)
ATTEZRT: CITY OF SALISBUEY
City Clerk Mayor
Section Break (Mext Page)
EXHIBIT B
FOEM OF LOAN AGREEMENT

[See Attached)



