
Note:  Supporting Documents Follow Agenda 
 

CITY OF BILLINGS 
 
 CITY OF BILLINGS MISSION STATEMENT: 
 

 “THE MAGIC CITY – A VIBRANT, WELCOMING PLACE WHERE  
PEOPLE FLOURISH AND BUSINESS THRIVES.” 

 
 

AGENDA 
 
COUNCIL CHAMBERS July 27, 2009    6:30 P.M. 
 
CALL TO ORDER – Mayor Tussing 
PLEDGE OF ALLEGIANCE – Mayor Tussing 
INVOCATION –  Councilmember Astle 
ROLL CALL 
MINUTES –  July 13, 2009 
COURTESIES  
PROCLAMATIONS  
ADMINISTRATOR REPORTS – Tina Volek 
 
PUBLIC COMMENT on “NON-PUBLIC HEARING” Agenda Items: 1, 3(a), 
3(b), 4, and 5 ONLY.   Speaker sign-in required.  (Comments offered here are 
limited to 1 minute per speaker.  Please sign up on the clipboard located at the 
podium.  Comment on items listed as public hearing items will be heard ONLY 
during the designated public hearing time for each respective item.)  
(NOTE: For Items not on this agenda, public comment will be taken at the end of 
the agenda.  Please sign up on the clipboard located at the back of the room.) 
 
 
CONSENT AGENDA: 
  
1. A. Mayor Tussing recommends that Council confirm the 
following appointments: 
 

 Name Board/Commission Term 
   Begins Ends 

1. No Applications 
Received 

Human Relations 
Commission 

07/27/09 12/31/10 

2. William Kipp Community 
Development 

07/27/09 12/31/09 



3. Matt Krivonen Zoning Commission 07/27/09 12/31/10 
 

1. Unexpired term of N. Gregory Kohn 
2. Unexpired term of Kathleen Gilluly 
3. Unexpired term of Thomas Grimm 

  
B. Bid Awards: 

  (1) Airport Ramp Sweeper.  (Opened 6/23/09)  (Delayed from 
7/13/09)  Recommend Intermountain Sweeper Company, $187,329. 
  (2) Park I Elevator Modernization and Upgrade. (Opened 
7/14/09).  Recommend Langlas Associates, Inc., $249,000. 
  (3) W.O. 04-26, Zone 4 Reservoir Phase 2.  (Opened 7/14/09).  
Recommend  Star Service, Inc., $2,676,578. 
  (4) W.O. 08-27, Solid Waste Landfill Phase 4 Expansion.  
(Opened 7/14/09).  Recommend CMG Construction, Inc., $699,935. 
 
 C. Approval of purchase of property at 3113 Stanford Drive, 
$107,000. 
 

D. Change Order #4, SID 1379 King Avenue West Landscape 
Improvements Contract, A-1 Landscaping, not to exceed $10,000. 

 
E. Professional Services Contract for W.O. 09-11, Rimrock Road 

Improvements from 17th Street West to Forsythia Blvd., Kadrmas, Lee & Jackson 
(KLJ); $301,100. 

  
F Professional Services Contract for W.O. 10-01, 2010 Water and 

Sewer Replacement Projects, Morrison-Maierle, Inc., not to exceed1,202,610. 
 
G. Agreement for Landfill Use with City of Big Timber, one-year term; 

$34,500 estimated annual revenue. 
 
H. Agreement with Yellowstone County Council on Aging, Inc. for 

senior programs at the Billings Community Center, July 1, 2009 – June 30, 2010, 
$25,000.   

 
I. Amendment No. 9 with Morrison-Maierle, Inc. for engineering 

services for the Airport’s West End Entrance Replacement Project, $83,408. 
 
J. Amendment No. 10 with Morrison-Maierle, Inc. for engineering 

services for the Airport Improvement Program (AIP) 35 Taxi Lane Rehabilitation 
Project, $43,054. 

 
K. Right-of-way Easement with Billings Clinic for installation of 

wayfinding signs in the 1000 block of N. 27th Street for W.O. 06-20, Downtown 
Wayfinding Signage, at no cost to the City. 
 



L. Approval of sale of Fire Department surplus property: 
  (1) Used pump and motor to Reed Point Volunteer Fire 
Department, $500. 
  (2) Two Emergency One (E-One) fire apparatus - Unit #4090 
and Unit #4091. 
 
 M. Street Closure: 

(1) Mexican Fiesta, August 1, 2009, 6 a.m. – 7 p.m., 6th Avenue S. 
between S. 28th and  S. 29th, and S. 29th from 6th Avenue S. to the alley. 
 
 N. Resolution of Intent to adopt the Old Town Neighborhood Master 
Plan and set a public hearing for August 10, 2009. 

 
  O. Resolution repealing Resolution #07-18594 and establishing and 

naming a Board of Trustees for the Billings Tourism Business Improvement 
District No. 0002. 

 
  P. Bills and Payroll 

(1) June 30, 2009 
 
(Action:  approval or disapproval of Consent Agenda) 
 
REGULAR AGENDA: 
 
2. CONTINUANCE OF PUBLIC HEARING AND RESOLUTION VACATING 

A PORTION OF CLARK AVENUE WITHIN THE 2300 BLOCK.  
(Continued from 7/13/2009) Staff recommends approval.  (Action:  
approval or disapproval of staff recommendation.) 

 
3. (a) RESOLUTION RELATING TO POOLED SERIES 2009 SPECIAL 

IMPROVEMENT DISTRICT BONDS (SPECIAL IMPROVEMENT 
DISTRICTS 1372 AND 1386); FIXING THE FORM AND DETAILS AND 
AUTHORIZING THE EXECUTION AND DELIVERY.  Staff recommends 
approval.  (Action:  approval or disapproval of staff recommendation). 

 
 (b) CONSTRUCTION BID AWARD FOR SID 1386, EAST AND WEST 

MACDONALD DRIVE.  (Opened 6/23/09)  Delayed from 7/13/09 until 
after bond sale.  Staff recommends JEM Contracting, $241,632.50.  
(Action:  approval or disapproval of staff recommendation). 

 
4. RESOLUTION RELATING TO REVENUE BONDS FOR THE 2008 AND 

2009 WASTEWATER REPLACEMENT PROJECTS; AUTHORIZING 
THE ISSUANCE AND FIXING THE TERMS AND CONDITIONS OF THE 
BONDS.  Staff recommends approval.  (Action:  approval or disapproval 
of staff recommendation). 

 



5. RESOLUTION RELATING TO REVENUE BONDS FOR THE 2008 AND 
2009 WATER REPLACEMENT PROJECTS; AUTHORIZING THE 
ISSUANCE AND FIXING THE TERMS AND CONDITIONS OF THE 
BONDS.  Staff recommends approval.  (Action:  approval or disapproval 
of staff recommendation). 

 
6. PUBLIC COMMENT on Non-Agenda Items -- Speaker sign-in required.  

(Restricted to ONLY items not on this printed agenda; comments limited to 
3 minutes per speaker.  Please sign up on the clipboard located at the back 
of the Council Chambers.) 

 
Council Initiatives 
 
 
ADJOURN 
 
(NOTE:  Additional information on any of these items is available in the City Clerk’s 

Office) 
 
 
 
 

 
 
 

 
  

 
 

Additional information on any of these items is available in the City Clerk’s Office. 
 

Reasonable accommodations will be made to enable individuals with disabilities 
to attend this meeting. Please notify Cari Martin, City Clerk, at 657-8210. 



 

 A 
 

CITY COUNCIL AGENDA ITEM 
CITY OF BILLINGS, MONTANA 

Monday, JULY 27, 2009 
 

 
TITLE: Boards & Commissions –Appointments 

DEPARTMENT: City Administrator’s Office 

PRESENTED BY: wynnette Maddox, Administration 

 
PROBLEM/ISSUE STATEMENT:  Confirmation of appointments for the Board and 
Commission positions that are vacant due to resignations.   
 
FINANCIAL IMPACT:  No financial impact involved. 
 
RECOMMENDATION 
 
Mayor Tussing recommends that Council confirm the following appointments: 
 

 Name Board/Commission Term 
   Begins Ends 
  1. No Applications 

Received 
Human Relations 
Commission 

07/27/09 12/31/10 

  2. William Kipp Community Development 07/27/09 12/31/09 
  3. Matt Krivonen Zoning Commission 07/27/09 12/31/10 

 
1. Unexpired term of N. Gregory Kohn 
2. Unexpired term of Kathleen Gilluly 
3. Unexpired term of Thomas Grimm 
 

Approved By: City Administrator  ____ City Attorney  ___ 
 
 
 

  



AGENDA ITEM: B1 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Award of Ramp Sweeper for Billings Logan International Airport 

DEPARTMENT: Aviation and Transit 

PRESENTED BY: Thomas H. Binford, A.A.E., Director of Aviation and Transit  

 
PROBLEM/ISSUE STATEMENT:  This project is for the purchase of a new Airport 
Ramp Sweeper that is used primarily to clear the commercial aircraft parking ramp, 
taxiways, taxi lanes, and Terminal streets of construction debris, foreign object debris 
(FOD), and sand that is used for traction during periods of ice and snow.  It is important 
to clean these areas because serious aircraft damage or engine failure may occur if these 
materials should be ingested into a jet engine or aircraft propeller.  The new unit will 
replace a 25-year-old sweeper that is no longer able to clean these areas effectively and 
was identified for replacement through the City's Equipment Replacement Program. 
 
This project was advertised in the Billings Times for two weeks, and was posted on the 
City's Web Site.  On June 23, 2009, the following bids for this piece of equipment were 
received: 
 
 COMPANY      PRICE 
 Titan Machinery Company    $173,642.62 
 Intermountain Sweeper Company   $187,329.00 
 ESTIMATE      $200,000.00 
 
In the bid specifications for this piece of equipment, one of the specification items was 
for the collection hopper to be constructed from 304 grade stainless steel material.  
Additionally, the dust separator was specified to be constructed in stainless steel.  The 
specification for stainless steel is the result of past experience with the current Airport 
Ramp Sweeper.  The existing Airport Ramp Sweeper's hopper had to be replaced 
approximately 10 years ago due to rusting, at a cost of over $19,000.  Because the Airport 
expects to have the Ramp Sweeper for at least 20 years, the stainless steel upgrade is an 
important aspect in the final consideration of the successful bid.   
 
Of the two bids received, the Intermountain Sweeper Company bid was the only one to 
meet the stainless steel specification.  The Titan Machinery bid offered an alternative to 
the stainless steel specification by coating their hopper with an adhered rubberized liner 
and a lifetime warranty on the hopper.  While this is an improvement over the existing 



hopper style in the current Airport Ramp Sweeper, it still does not meet the 
specifications. 
 
FINANCIAL IMPACT:  This equipment replacement was budgeted at $190,400.  The 
successful bid of $187,329 would be paid for out of the Airport's Passenger Facility 
Charge Fund.  This project was approved in the FY 2009 CIP and budget.  The project 
was designed and set to be advertised in May, bid on June 9, with approval on June 22.  
However, a mishap in conveying the advertising materials to the City Clerk occurred, 
which delayed the bid award.  While funding is available for this project and adequate 
budget authority exists in the FY 2010 Airport budget, a first quarter budget amendment 
will be necessary to correct the use of this additional budget in this Fiscal Year. 
 
RECOMMENDATION 
 
Staff recommends that City Council award the Airport Ramp Sweeper to Intermountain 
Sweeper Company for the amount of $187,329, since Intermountain Sweeper Company 
was the only bidder to meet the bid specifications for a number of important items. 
 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 
 



AGENDA ITEM:  B2 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27th, 2009 
 

 
TITLE: Contract Award for Park 1 Elevator Modernization and Upgrade  

DEPARTMENT: Administrative Services – Parking Division 

PRESENTED BY: Chris Mallow, Parking Supervisor 

 
PROBLEM/ISSUE STATEMENT:   The Parking Division budgeted funds, as part of 
the Capital Improvements Plan, in FY10 to upgrade and modernize the elevator car and 
systems at the Park 1 garage, located at 2912 3rd Ave North.  This is the original elevator 
that was installed when the garage was built in 1977.  The Parking Division has seen 
consistently increasing maintenance costs and downtimes, particularly in the winter 
months, due to the age and deterioration of the hydraulic systems.  This project will bring 
the operation and safety systems of this garage up to current code, as well as provide a 
new aesthetically pleasing cab for the Park 1 customers.  The project was advertised in 
the Billings Times and the City of Billings website on July 2nd and 9th, 2009.  On July 
14th, 2009, the following bids on this project were received: 
  
 CONTRACTOR     BASE BID 
 Langlas and Associates, Inc.    $249,000.00 
 
FINANCIAL IMPACT:  The total cost of the project is Two Hundred Forty-nine 
Thousand dollars ($249,000.00) and will be funded through Parking Division reserve 
funds.  This project was budgeted in FY10 Capital Improvement Plan for a total of 
$300,000.00.  This project will be administered by Collaborative Design Architects under 
a contract previously executed at the March 23rd, 2009, City Council meeting. 
 
RECOMMENDATION: Staff recommends that City Council approve the award of the 
Park 1 Elevator Modernization and Upgrade contract to the low responsive bidder 
Langlas Associates, Inc., for the amount of $249,000.00. 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 
 
 



AGENDA ITEM: B3 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: W.O. 04-26—Zone 4 Reservoir, Phase 2, Construction Contract 

Award 

DEPARTMENT: Public Works 

PRESENTED BY: David D. Mumford, P.E., Public Works Director 

 
PROBLEM/ISSUE STATEMENT:  The Public Works Water Utility proposes to 
construct a pumping facility and water storage tank in Northwest Billings (near Ironwood 
Subdivision) to provide service to water distribution pressure Zones 4 and 5 West.  The 
new pump station, associated site piping, and Zone 4 reservoir have been designed to 
allow expansion and provide future service to Zones 6 and 7.  Phase 1 of the project 
involves the construction of a new two million gallon reservoir, which will be a 
composite elevated tank tower (the base, or stem, of the tower will be concrete and the 
tank portion will be steel).  Phase 2 of the project involves all site work, access road 
construction, pump station construction (in the stem of the tower), and all associated 
piping.  The project was designed by HDR Engineering, with whom the City has a 
contract for these professional services.   
 
Phase 1 was bid June 23, 2009, and the corresponding contract was awarded by Council 
on July 13, 2009.  Bids for Phase 2 were opened July 14, 2009, and by law, Council must 
act on the bid opening at this meeting. 
 
FINANCIAL IMPACT:  This project is being funded by a State Revolving Fund (SRF) 
loan.  The FY 2010 budget includes ample funds to cover the construction costs of Phase 
2. 

                
Approved Funding Amount in 2009 CIP:   $ 8,097,885.00 
 
Previously encumbered for Professional Services: $(1,092,585.00) 
Previously encumbered for Phase 1 construction: $(2,468,000.00) 
Amount being requested for Phase 2 construction: $(2,676,578.00)  
Remaining Funding:     $  1,860,722.00 
 

Bids were opened July 14, 2009, with the following results: 
  



Firm(s) Star Service, Inc.
COP Construction  Engineer’s 

Estimate 
     
BASE LUMP SUM 
BID 

$2,676,578.00 $2,769,124.00  $3,200,000.00 

     
 
 
RECOMMENDATION 
 
Staff recommends that Council award a construction contract for W.O. 04-26—Zone 4 
Reservoir, Phase 2 to Star Service, Inc. for $2,676,578.00. 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 



AGENDA ITEM:  B4 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: W.O. 08-27—Solid Waste Landfill Phase 4 Expansion,           

Construction Contract Award 

DEPARTMENT: Public Works 

PRESENTED BY: David D. Mumford, P.E., Public Works Director 

 
PROBLEM/ISSUE STATEMENT:  The City currently disposes of its solid waste at 
the City of Billings Regional Landfill.  The Phase 2 cell is nearly filled to capacity, and 
the Phase 3 cell is projected to be full in the next 12-15 months.  Therefore, further 
expansion is required by developing the Phase 4 cell, which is estimated to have a 4-year 
period before reaching capacity.  The Phase 4 cell will be constructed within the licensed 
landfill area.  The project includes excavation and embankment work to prepare the area 
for installation of the required liner.  The project was designed by Great West 
Engineering, with whom the City has a contract for these professional services.   
 
Bids were opened for the Phase 4 expansion on July 14, 2009, and by law, Council must 
act on the bid opening at this meeting. 
 
FINANCIAL IMPACT:  This project is being funded by the Landfill Infrastructure 
Fund.  The FY 2010 budget includes ample funds to cover the construction costs of Phase 
4. 

                
Approved Funding Amount in 2009 and 2010 CIP: $ 826,000.00 
 
Amount being requested for Phase 4 construction: $(699,935.00)  
Remaining Funding:     $  126,065.00 

 
Bids were opened July 14, 2009, with the following results: 
  
Firm(s)  TOTAL BID AMOUNT   



Riverside Sand & Gravel  $1,261,480.00   
CMG Construction, Inc  $   699,935.00   
21 Construction  $   767,670.00   
Oftedal Construction  $1,116,600.00   
Bozeman Sand & Gravel  $   993,420.00   
Trapper Peak Construction  $   897,829.00   
Delhur Industries  $   837,415.98   
Engineer’s Estimate  $   933,180.00   

 
 
 
RECOMMENDATION 
 
Staff recommends that Council award a construction contract for W.O. 08-27—Landfill 
Phase 4 Expansion to CMG Construction, Inc. for $699,935.00. 
 
Approved By: City Administrator  ____ City Attorney  ___ 



AGENDA ITEM: C 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Purchase of Property at 3113 Stanford Drive  

DEPARTMENT:  Public Works  

PRESENTED BY:  David D. Mumford, P.E., Public Works Director  

 
PROBLEM/ISSUE STATEMENT: The Public Works Department reconstructed and 
upgraded the Staple Reservoir Complex on Stanford Drive in 2004. During the 
construction, there was an accidental release of water by the contractor that was 
presumed to have caused foundation settlement on the property at 3113 Stanford Drive. A 
settlement with the contractor’s insurance company and the residents was completed, 
which resolved all liability in the case with the current homeowners. During the 
investigation of the property damage and possible cause, it was determined the existing 
reservoir and/or piping is leaking allegedly causing continuing foundation settlement. 
The piping in this area is older and has lead joints that can leak. Replacing all the piping 
to and around the reservoir would be cost prohibitive at this time. Public Works has 
offered to purchase the property for $107,000 in as is condition and will allow the owners 
to remain on the property rent free while their new home is being built.  
 
ALTERNATIVES ANALYZED: Purchasing the property would mitigate potential 
future liability due to continued foundation settling caused by water leakage from the 
complex and surrounding infrastructure. The property will be used as a residential buffer 
area and for potential construction of a drain system to intercept ground water. An 
appraisal of the property without the structural foundation concerns is $292,000. Due to 
the foundation issues it is very difficult to determine current appraised value. 
  
FINANCIAL IMPACT: The Public Works Department has allocated $170,000 in the 
FY 2010 Capital Improvement Program for the acquisition of property for the expansion 
of the Water Treatment Plant. We suggest using a portion of this funding for the purchase 
of the property. 
  
RECOMMENDATION 
 
Staff recommends that the City Council approve the purchase of the property at 3113 
Stanford Drive for $107,000 and authorize the City Administrator to sign the purchase 
agreement.  
 



Approved By: City Administrator ____ City Attorney ___ 
 
 
ATTACHMENT  
A.  Buy/Sell Agreement 



























                                                                                   AGENDA ITEM:  D 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: SID 1379 King Avenue West – Landscape Improvements Contract 

DEPARTMENT: Public Works/Engineering  

PRESENTED BY: David D. Mumford, PE, Public Works Director 

 
PROBLEM/ISSUE STATEMENT:  Landscaping was installed with SID 1379 along 
King Avenue West from S. 32 Street West to Shiloh Road.  At the June 23, 2008, City 
Council meeting, Council awarded the landscaping contract to A-1 Landscaping, Inc. in 
the amount of $350,000.  The landscaping contract was for improvements to King 
Avenue West, but it neglected the small connection areas on north/south streets that were 
disturbed with the King Avenue West expansion project.  The areas to be improved with 
this Change Order are the southeast frontage of the Town Pump, the south side of King 
Avenue West along Meadowbrook Drive, the north side of King Avenue West along 
Decathlon Parkway, the north side of King Avenue West along Olympic Boulevard, and 
the north side of King along S. 32nd Street West.  This change order will clean up the 
areas that got missed in the original contract and restore them to existing conditions.     
 
ALTERNATIVES ANALYZED:   

• Approve Change Order #4 for a not to exceed amount of $10,000; 
• Do not approve Change Order #4. 

 
FINANCIAL IMPACT:  Funding for this Change Order will be paid through Arterial 
Funds.  A summary of the original contract amount and subsequent change orders are 
detailed below.  As the bid amount was more than the $350,000 Public Works intended to 
award, Change Order #1 removed quantities from the contract to meet constraints.    
 
Contract Detail   Amount 
Original Contract Bid Amount $403,928.50 
Change Order #1   ($53,928.50) 
Change Order #2   $34,998.50 
Change Order #3   ($137.55) 
Change Order #4 (This Memo) $10,000.00 
 
RECOMMENDATION 
 



Staff recommends that Council approve Change Order #4 with A-1 Landscaping for a not 
to exceed amount of $10,000. 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 
ATTACHMENTS  
  

A. Change Order #4 
 



CHANGE ORDER 
No.         
4  

  
 
DATE OF ISSUANCE         7-15-09  EFFECTIVE DATE          7-15-
09   
  
 
OWNER     City of Billings, Montana  
CONTRACTOR      A-1 Landscaping and Nursery  
Contract:      N/A  
Project:    S.I.D. 1379: King Avenue West Landscape Improvements  
OWNER's Contract No.   N/A  ENGINEER's Contract No.      
ENGINEER     City of Billings  
  
You are directed to make the following changes in the Contract Documents: 
 
Description: 

1) Make necessary improvements to clean up the existing areas on the north/south 
street.   
  

Reason for Change Order: 
1) The reason for this change order is to restore the landscaping along King Avenue 

West from S. 32nd Street West to Shiloh Road to existing conditions.   
 

Attachments: (List documents supporting change) 
 

 
 CHANGE IN CONTRACT PRICE:   CHANGE IN CONTRACT TIMES: 
 
Original Contract Price 
 

$    403,928.50 

 Original Contract Times: 
Calendar Days:                       45 
Ready for final payment:  

(days or dates)
 
Net increase (decrease) from previous Change 
Orders  
No.   1    to   3    : 
 

$    (19,067.55) 

 Net change from previous Change Orders No.    _    to 
No.      : 

Substantial Completion:        
Ready for final payment:  

(days)
 
Contract Price prior to this Change Order: 
 

$     384,860.95 

 Contract Times prior to this Change Order: 
Substantial Completion:        
Ready for final payment:  

(days or dates)
 
Net increase (decrease) of this Change Order: 
 
   $      10,000.00 
 

 Net increase (decrease) this Change Order: 
Substantial Completion:       N/A 
Ready for final payment:   

(days)
 
Contract Price with all approved Change Orders: 
 
   $      $394,860.95 

 Contract Times with all approved Change Orders: 
Substantial Completion:        
Ready for final payment:  

(days or dates) 
 
RECOMMENDED: APPROVED: ACCEPTED: 



 
By       

(ENGINEER - Signature) OWNER (Authorized Signature) CONTRACTOR 
(Authorized Signature) 
 
Date:   Date:  Date:   
 
EJCDC 1910-8-B  
Prepared by the Engineers Joint Contract Documents Committee and endorsed by The 
Associated General Contractors of America and the Construction Specifications Institute.   



AGENDA ITEM:  E 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: W.O. 09-11 Rimrock Road Improvements from 17th Street West to 

Forsythia Blvd. – Contract for Professional Services 

DEPARTMENT: Public Works/Engineering  

PRESENTED BY: David D. Mumford, PE, Public Works Director 

 
PROBLEM/ISSUE STATEMENT:  W.O. 09-11 will widen Rimrock Road from 17th 
Street West to Forsythia Boulevard from its current two-lane road section to a three-lane 
road section with curb/gutter, sidewalk and bike lanes.  Also included in the project will 
be the replacement of a 12-inch water main.  The attached professional services contract 
with Kadrmas, Lee & Jackson (KLJ) is for design of these improvements.  KLJ was 
selected for this work based on City staff review of project proposals submitted by 
prequalified firms.  Other firms considered were HDR Engineering, DOWL HKM, and 
Sanderson Stewart.   
 
ALTERNATIVES ANALYZED:   

• Approve the professional services contract with KLJ in the amount of $301,100. 
• Do not approve the professional services contract with KLJ. 

 
FINANCIAL IMPACT:  Funding for the design of this project has been approved in the 
CIP for Fiscal Year 2010, and will be paid through Arterial Funds. 
 
RECOMMENDATION 
 
Staff recommends that Council approve the professional services contract for W.O. 09-11 
with KLJ in the amount of $301,100. 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 
ATTACHMENTS  
  

KLJ Professional Services 
Contract (available for 
viewing in City Clerk’s 
Office)



AGENDA ITEM:  F 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Work Order 10-01 – Contract for Professional Engineering 

Services, 2010 Water and Sewer Replacement Projects 

DEPARTMENT: Public Works - Engineering Division 

PRESENTED BY: David D. Mumford, P.E., Public Works Director 

 
PROBLEM/ISSUE STATEMENT:  Mayor and Council are asked to consider 
authorizing a Contract for Professional Services with Morrison-Maierle, Inc. in the 
amount of $1,202,610.00 for engineering design and construction administration services 
on the 2010 Water and Sewer Replacement Projects.  Water and sewer mains would be 
replaced in various city locations as identified by City staff.  Morrison-Maierle, Inc., in 
partnership with DOWL HKM, was selected based on City staff review of project 
proposals submitted by prequalified firms.  Other firms considered for the work were 
Sanderson Stewart, Interstate Engineering, and HDR. 
 
ALTERNATIVES ANALYZED:   

1. Authorize the Mayor to sign a contract with Morrison-Maierle, Inc. 
2. Do not authorize the Mayor to sign a contract with Morrison-Maierle, Inc. 

 
FINANCIAL IMPACT:  Funding for this project has been approved in the CIP projects 
– Water Main Replacement and Sanitary Sewer Replacement.  Funding is sufficient for 
the engineering design and construction administration portion of the project which is 
now under consideration, as well as for project construction, which is planned for bidding 
in March of 2010.  Sanitary Sewer Replacement will be funded entirely through a State 
Revolving Fund loan. 
 
RECOMMENDATION 
 
Staff recommends that Council authorize the Mayor to sign a contract for professional 
services for the design and construction administration portion of the 2010 Water and 
Sewer Replacement Projects with Morrison-Maierle, Inc. in the amount not to exceed 
$1,202,610.00. 
Approved By: City Administrator  ____ City Attorney  ___ 
 
ATTACHMENT 



A. Professional Services Contract and Basic Services of Engineer (23 pages) 
(Available for viewing in the City Clerk’s Office) 
 

INTRODUCTION 
 
This project would replace water and sanitary sewer lines in various areas of Billings.  
The water and sewer main replacement program is a long-standing annual program that 
was developed to maintain the integrity of the utility lines serving the residents of 
Billings. 
 
PROCEDURAL HISTORY 
 
Completed Items: 
• The Morrison-Maierle, Inc./DOWL HKM project team was selected based on 

Engineering Division staff review of project proposals submitted by prequalified 
firms which also included Interstate Engineering, HDR, and Sanderson Stewart. 

Items to be Completed: 
• Council authorizes the Mayor to sign the Contract with Morrison-Maierle, Inc. 
• Morrison-Maierle, Inc. completes the design and performs construction 

administration of the project once it is bid and awarded. 
 
BACKGROUND 
 
Each year, the City identifies areas in need of replacement based on data collected related 
to the frequency of main failures in various areas throughout Billings. 
 
Approximately 11,095 linear feet of sewer main and 11,150 feet of water main will be 
designed and replaced by the 2010 City of Billings projects. 
 
ALTERNATIVES ANALYSIS 
 
If the annual rehabilitation project is not constructed, the City runs the risk of failed 
utility lines and interruption of services to the residents of Billings. 
 
RECOMMENDATION 
 
Staff recommends that Council authorize the Mayor to sign a contract for professional 
services for the 2010 Water & Sewer Replacement Project with Morrison-Maierle, Inc. in 
the amount not to exceed $1,202,610.00. 
 
ATTACHMENT 

A. Professional Services Contract and Basic Services of Engineer (23 pages) 
(Available for viewing in City Clerk’s Office) 

 
 
 



AGENDA ITEM:  G 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: LANDFILL USE AGREEMENT – CITY OF BIG TIMBER 

DEPARTMENT: Public Works Department 

PRESENTED BY: David D. Mumford, P.E., Public Works Director  

 
PROBLEM/ISSUE STATEMENT:  The City of Big Timber requested that the City of 
Billings enter into an agreement that would allow them to haul their waste to the Billings 
Regional Landfill. It is estimated that the City of Big Timber will deposit 2,300 tons of 
waste at the Billings Regional Landfill in FY2010. We have the employees, equipment, 
and landfill capacity to accept this waste without negatively impacting the life of the 
landfill or the level of service we provide our existing customers. 
 
Recent changes to the state “Mega Landfill Law” now allow the City of Billings to accept 
waste from cities it could not handle previously. The City currently accepts waste from 
several adjacent counties and the cities and towns within those counties through 
agreements with those entities. The City Council approved the other FY2010 agreements 
June 22, 2009. Staff negotiated the agreement with the City of Big Timber after the other 
agreements were approved. 
 
ALTERNATIVES ANALYZED: 

1) Do not approve the 1-year agreement with the City of Big Timber 
 2) Approve the 1-year agreement with the City of Big Timber 
 
FINANCIAL IMPACT:  This agreement specifies a rate $15.00 per ton of waste, 
according to the FY2010 rates approved by the City Council at the June 8, 2009, Council 
meeting, which includes the 20% surcharge for all entities (except Yellowstone County 
that pays a 10% surcharge). The agreement with the City of Big Timber will generate 
approximately $34,500 in revenue in fiscal year 2010. 
 
RECOMMENDATION 
 
Staff recommends that the City Council approve, and the Mayor sign, the 1-year Landfill 
Use Agreement with the City of Big Timber. 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 



ATTACHMENT  
A – Landfill Use Agreement with the City of Big Timber 



A G R E E M E N T 
 

THIS AGREEMENT made and entered into this          day of    , 
20       , by and between CITY OF BIG TIMBER and the CITY OF BILLINGS, MONTANA, a 
municipal corporation, herein called the CITY, 
 
WITNESSETH: 
 

WHEREAS, the City of Big Timber is desirous of using the landfill facilities of the CITY 
for the disposal of solid waste generated within the City of Big Timber. 
 

WHEREAS, the CITY is willing to allow the City of Big Timber use of its landfill 
facilities during normal published operating times which currently are seven (7) days a week 
between the hours of 8:00 A.M. and 5:30 P.M. during the period of March through November and 
six (6) days a week between the hours of 8:00 A.M. and 5:30 P.M. Monday through Saturday 
during the period of December through February. 
 

NOW, THEREFORE, in consideration of the mutual covenants and agreements between 
the parties hereto, it is mutually agreed as follows: 
 

1.  That the CITY will permit the disposal of solid waste, except industrial wastes, 
collected by the City of Big Timber at the landfill facility operated by the CITY at such times as 
said landfill shall be open for disposal of solid waste pursuant to all rules, regulations, and 
limitation of Billings Municipal Code, Chapter 21. 
 

2.  That the City of Big Timber agrees to pay the CITY for the use of said landfill 
facilities at the rate of $15.00 per ton as weighed on the landfill scale. Should the scale be 
inoperable, the rate will be $1.92 per cubic yard of non-compacted solid waste and $5.10 per 
cubic yard of compacted solid waste as determined by the load capacity of the vehicle used to 
haul said solid waste regardless of the actual size of the load. 
 

3.  The Billings City Council has adopted a policy for separate Landfill charges for the 
disposal of special waste, dead animals, non-processed tires, and asbestos.  Said charges will 
apply in addition to, or in lieu of, the amount specified in paragraph two above, but it is further 
understood that the CITY will not hold the City of Big Timber liable for these additional charges 
but will bill said charges direct to the individual company or entity physically depositing said 
special waste, dead animals, non processed tires and asbestos at the landfill. 
 

4.  Only solid waste generated within the political jurisdiction of the City of Big Timber 
can be disposed of in the City of Billings landfill. This includes waste currently accepted by the 
City of Big Timber from within Sweet Grass County. 
 

5.  No liquid waste or hazardous waste as defined by the E.P.A. and the State of Montana 
Solid Waste Bureau will be accepted.  By law, any hazardous waste is the responsibility of all 
parties involved from the time it is generated until its final disposal. 
 

6.  It is further understood and agreed that this agreement shall be effective for Twelve 
(12) Months from and after the 1st day of July 2009, unless terminated by the CITY.  The CITY 
may terminate this agreement at any time, with or without cause, upon thirty (30) days written 
notice to the City of Big Timber. 
 

7.  The City of Big Timber waives any and all claims and recourse against the CITY OF 
BILLINGS, including the right to contribution for loss or damage to persons or property, arising 
from, growing out of, or in any way connected with or incidental to performance of this 
agreement. 
 



Further, the City of Big Timber shall indemnify, hold harmless and defend the CITY OF 
BILLINGS against any and all claims, demands, causes of action, damages, costs, expenses, 
liability, or judgments against the CITY OF BILLINGS which may arise as a result of the CITY 
OF BILLINGS entering into this agreement. 
 

Indemnity under this agreement shall commence on the date of execution hereof and shall 
continue for the entire term this agreement is in effect and for any applicable period of limitations 
thereafter.  The CITY OF BILLINGS agrees to notify the City of Big Timber in writing, within 
ten (10) days of any claim made against the CITY OF BILLINGS on the obligations indemnified 
against. 
 

8.  It is further understood and agreed that the City of Big Timber may terminate this 
agreement at any time upon payment in full of any monies owing under this agreement and upon 
written notice Ninety (90) days in advance to the CITY. 
 

DATED THIS          day of  , 20     . 
 
CITY OF BIG TIMBER  CITY OF BILLINGS 
 
                                                                                 
     RON TUSSING, MAYOR 
 
                                                                                 

  TINA VOLEK, CITY 
ADMINISTRATOR 
 
                                                                                 
     CARI MARTIN, CITY CLERK 
 
 APPROVED AS TO FORM: 
 
                                                             

          Billings City Attorney 
 



 

  H 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27th, 2009 
 

 
TITLE: Yellowstone County Council on Aging Agreement Renewal 

DEPARTMENT: Parks, Recreation & Public Lands Department 

PRESENTED BY: Robin Grinsteiner, Billings Community Center Director 

 
PROBLEM/ISSUE STATEMENT:   
The City of Billings receives county mill levy funding annually through the Yellowstone 

County 
Council on Aging (YCCOA) for the senior programs at the Billings Community Center.  

The  
attached document sets forth the terms of the agreement that is renewed each year.  This 

year’s  
funding amount will be $25,000.00. 
 
ALTERNATIVES ANALYZED: 

1. Approve the Agreement  (Recommended) 
2. Disapprove the agreement 

 
 
FINANCIAL IMPACT:   
This funding source comprises about 12.3% of the Community Center’s total budget. 
 
RECOMMENDATION 
 
Staff recommends that Council authorize the Mayor to execute the agreement with the 
Yellowstone County Council on Aging. 
 
 
Approved By: City Administrator ____ City Attorney _X__ 
                                                                                    (Previously reviewed) 
 
ATTACHMENTS: 
A:  Memorandum of Agreement with the Yellowstone County Council on Aging, Inc. (2 
pages) 
 



 
 

AGREEMENT 
 
 

 
This AGREEMENT between the Yellowstone County Council on Aging, Inc 
(YCCOA) and the City of Billings, is for the provision of the services for persons 60 
years of age or older and their spouses according to the following terms. 
 
 
SECTION 1  GENERAL TERMS 
 
1.1 This agreement will be effective from July 1, 2009 through June 30, 2010.  Prior  

to the completion date, the contract will be reviewed for renewal by YCCOA  
upon submission of a budget and funding request to YCCOA for the upcoming 
year  
by the City of Billings. 

1.2 This agreement is for Yellowstone County Senior Mill Levy funding which 
comes 
 to the Yellowstone County Council on Aging and is distributed to senior 
service providers by the YCCOA with approval by the County Commissioners.  
As such, 
these funds are available to match Federal funds or other grants. 

1.3 The allocation for this time period will be $25,000.  Payments will be made in 
four equal allocations. This amount includes $1,800 that is considered rent for 
the  
kitchen and dining room space for the Senior Dinner Program meal site.  The 
remainder of the funds will be used to support the Senior Center program  
expenses.  It is understood that YCCOA will pay for ½ of the repairs to the 
kitchen equipment that it uses provided there is notification of necessary 
repairs before they are made. YCCOA will also pay for the iced used by the 
Senior Dinner Program semi annually. 

1.4 This agreement may be modified by a written amendment signed by an 
authorized representative of both parties, and attached to the original of this 
contract. 

1.5 Either party, without cause, may terminate this agreement by written notice 
sixty (60) days in advance. 

 
SECTION 2  REPORTS AND RECORDS 
 
2.1 All financial and supporting documents regarding the use of these funds shall 

be available at anytime to the YCCOA upon request from the YCCOA auditor. 
2.2 A monthly report of individual senior participants at the senior center will be 

submitted to the YCCOA office no later than 10 working days into the next 
month.  This will include name and birthdate of each participant. 



 
 
SECTION 3  REPRESENTATIVE 
 
3.1 The YCCOA representative shall be Bea Ann Melichar, YCCOA Executive 

Director or her representative.  The City of Billings representative shall be the 
Parks Recreation and Public Lands Director or his representative. 

 
SECTION 4  SENIOR NEWS 
 
4.1 The monthly YCCOA publication, “Senior News”, shall be available to all  

participants of the center and is not subject to their membership in any  
organization.  News specific to the Billings Community Center shall be included  
in the publication each month and will follow guidelines established by 
YCCOA for setup, font, size and content with upcoming events, activities and 
speakers featured.  News is subject to review and editing by the YCCOA 
Executive Director and or her designee.  This news is to be submitted by the 
15th of each month unless otherwise notified. There will be a charge for 
additional space in the Senior News. 

 
SECTION 5  TRAINING/PLANNING MEETINGS 
 
5.1 A representative of the Billings Community Center will attend planning or 

training meetings as necessary in relationship to these funds, provided there is 
adequate notification of such meetings. 

 
SECTION 6  IDENTIFICATION ON PUBLICATIONS 
 
6.1 Any written materials the Billings Community Center produces that lists  

the sources of funding for their program shall also include the Yellowstone 
County Council on Aging. 
 
  

 
This Agreement is hereby signed and entered into by both parties: 
 
 
 
______________________________________     _________________________ 
Bea Ann Melichar, Executive Director  Date 
 
 
 
______________________________________    _________________________ 
City of Billings Representative              Date 



AGENDA ITEM:  I 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Approval of Amendment Nine with Morrison-Maierle, Inc., for 

Engineering Services for the Airport's West End Entrance 
Replacement Project 

DEPARTMENT: Aviation and Transit 

PRESENTED BY: Thomas H. Binford, A.A.E., Director of Aviation and Transit  

 
PROBLEM/ISSUE STATEMENT:  Due to the specialized nature of engineering 
services required for airfield infrastructure design, including knowledge of the Federal 
Aviation Administration (FAA) design and grant funding process, the City has 
historically entered into a five-year term contract to provide engineering services at the 
Airport.  On November 13, 2006, the City approved a five-year contract with Morrison-
Maierle, Inc. to provide the design surveys for the project, development of projects plans, 
specifications and bidding documents, contract administration, to include coordination 
meetings, pay requests, etc.  The contract also includes full time on-site inspection, 
construction surveys, and development and submittal of the final project closeout 
documents, as required for all Federal AIP projects.  The base five-year contract is 
amended each time a new project is undertaken, and Amendment Nine for $83,408, 
includes all of the services indicated above for this Summer's West End Approach 
Replacement project.  The scope of work and associated engineering fees have been 
reviewed and negotiated by Airport staff.  This project was approved in the City's Capital 
Improvement Program and will provide a new highway access point west of the Airport 
designed to accommodate the many large tractor-trailer units using that access without 
interfering with traffic in adjacent vehicle lanes, thereby enhancing the safety of the 
entrance.  Amendment Nine will produce approximately $205,000 in Airport 
improvements. 
 
FINANCIAL IMPACT:  The total cost of Amendment Nine to the five-year 
engineering contract with Morrison-Maierle, Inc. is $83,408 and will be funded with 
local capital dollars.  This project was included in the FY 2009 budget and because of an 
advertising mishap, the corresponding construction contract was awarded at the July 13 
Council meeting.  While adequate funding and budget authority exists in the Airport FY 
2010 local capital budget to initially cover the construction project and engineering and 
design work provided under this requested Engineering Services Amendment, a first 
quarter budget adjustment will be necessary to correct the use of this additional budget 



from this Fiscal Year, and reestablish the full FY 2010 capital budget for this year's 
approved projects. 
 
RECOMMENDATION 
 
Staff recommends that the City Council approve Amendment Nine with Morrison-
Maierle, Inc. in the amount of $83,408 for the engineering services required for the 
Airport's West End Entrance Replacement Project. 

 

Approved By: City Administrator  ____ City Attorney  ___ 



AGENDA ITEM:    J 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Approval of Amendment Nine with Morrison-Maierle, Inc., for 

Engineering Services for the Airport's West End Entrance 
Replacement Project 

DEPARTMENT: Aviation and Transit 

PRESENTED BY: Thomas H. Binford, A.A.E., Director of Aviation and Transit  

 
PROBLEM/ISSUE STATEMENT:  Due to the specialized nature of engineering 
services required for airfield infrastructure design, including knowledge of the Federal 
Aviation Administration (FAA) design and grant funding process, the City has 
historically entered into a five-year term contract to provide engineering services at the 
Airport.  On November 13, 2006, the City approved a five-year contract with Morrison-
Maierle, Inc. to provide the design surveys for the project, development of projects plans, 
specifications and bidding documents, contract administration, to include coordination 
meetings, pay requests, etc.  The contract also includes full time on-site inspection, 
construction surveys, and development and submittal of the final project closeout 
documents, as required for all Federal AIP projects.  The base five-year contract is 
amended each time a new project is undertaken, and Amendment Nine for $83,408, 
includes all of the services indicated above for this Summer's West End Approach 
Replacement project.  The scope of work and associated engineering fees have been 
reviewed and negotiated by Airport staff.  This project was approved in the City's Capital 
Improvement Program and will provide a new highway access point west of the Airport 
designed to accommodate the many large tractor-trailer units using that access without 
interfering with traffic in adjacent vehicle lanes, thereby enhancing the safety of the 
entrance.  Amendment Nine will produce approximately $205,000 in Airport 
improvements. 
 
FINANCIAL IMPACT:  The total cost of Amendment Nine to the five-year 
engineering contract with Morrison-Maierle, Inc. is $83,408 and will be funded with 
local capital dollars.  This project was included in the FY 2009 budget and because of an 
advertising mishap, the corresponding construction contract was awarded at the July 13 
Council meeting.  While adequate funding and budget authority exists in the Airport FY 
2010 local capital budget to initially cover the construction project and engineering and 
design work provided under this requested Engineering Services Amendment, a first 
quarter budget adjustment will be necessary to correct the use of this additional budget 



from this Fiscal Year, and reestablish the full FY 2010 capital budget for this year's 
approved projects. 
 



RECOMMENDATION 
 
Staff recommends that the City Council approve Amendment Nine with Morrison-
Maierle, Inc. in the amount of $83,408 for the engineering services required for the 
Airport's West End Entrance Replacement Project. 

 

Approved By:    City Administrator  ____ City Attorney  ___ 



AGENDA ITEM:  K 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: W.O. 06-20, Wayfinding Sign Easement 

DEPARTMENT: Public Works - Engineering 

PRESENTED BY: David D. Mumford, Public Works Director 

 
PROBLEM/ISSUE STATEMENT:   
When the City received permission from the Montana Department of Transportation to 
install wayfinding signs along 27th Street (State Highway 3) one of the requirements the 
State imposed was the installation of large guide signs on 27th advising motorists coming 
into the downtown area from the interstate or the airport area of the wayfinding signage.  
The only place the City owns sufficient street right-of-way to place the southbound guide 
sign is between 9th and 10th Avenues North, directly adjacent to the Billings Clinic main 
hospital.  Billings Clinic does not want the sign in that location and has offered the City a 
no cost easement to place the sign farther north.  The easement is in the 1000 block of 
North 27th between the 27th Medical Building (1020 N. 27th) and the Cenex convenience 
store.  The easement provides a location for the sign that is less visually intrusive to the 
overall Billings Clinic campus.  The easement provides that if Billings Clinic desires to 
relocate the sign because of future development on the Clinic’s lot, the cost of relocation 
would be borne by Billings Clinic.   
 
ALTERNATIVES ANALYZED:   
• Install the sign in City owned street right-of-way in the 900 block 
• Accept the easement and install the sign in the 1000 Block 
 
FINANCIAL IMPACT:   
The easement is being provided at no cost to the City.  Costs of installing the sign are the 
same in either location 
 
RECOMMENDATION 
 
Staff recommends that Council accept the easement for installation of the wayfinding 
guide sign on Billings Clinic property in the 1000 block of N. 27th.   
 
Approved By: City Administrator  ____ City Attorney  ___ 
 
 



ATTACHMENTS  
A. Easement document 
B. Guide Sign drawing



 
 













AGENDA ITEM:  L1 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday,  July 27, 2009 
 

 
TITLE: Sale of surplus fire equipment 

DEPARTMENT: Fire 

PRESENTED BY: Paul A. Dextras, Fire Chief   

 
PROBLEM/ISSUE STATEMENT:   The fire department recently completed a 
standardization project on the three brush trucks in use by the Fire Department. Part of 
this standardization was to replace the water pump and motor on the 2002 Brush Truck 
(unit #4057) with the same type/style/gpm as on the two other and newer brush trucks. 
 
The Fire Chief of the Reed Point Volunteer Fire Department submitted a letter of interest 
with an offer to purchase the used pump and motor for his department in the amount of 
$500.00.  
 
ALTERNATIVES ANALYZED:   To approve or not approve the sale of surplus fire 
equipment. 
 
FINANCIAL IMPACT:    
 
RECOMMENDATION 
 
Staff recommends approval of the sale of used pump and motor to the Reed Point 
Volunteer Fire Department for the sum of five hundred dollars ($500.00). 
 
  
Approved By: City Administrator  ____ City Attorney  ___ 



AGENDA ITEM:  L2 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Sale of Surplus Property – 1991 E-One Fire Trucks 

DEPARTMENT: Fire 

PRESENTED BY: Paul A. Dextras, Fire Chief 

 
PROBLEM/ISSUE STATEMENT:  The Billings Fire Department requests City 
Council approval to begin the process of advertising for sale the two Emergency One (E-
One) fire apparatus listed below. 
 
It is our intent to remove these two reserve units completely from service as soon as the 
two new trucks approved by City Council at the September 2008 meetings are officially 
placed into service. The two reserve units are identified as follows: 
 

Unit #4090 1991 Emergency One with 124,532 miles 
Unit #4091 1991 Emergency One with 104,217 miles 

  
 
FINANCIAL IMPACT:   Revenue from the sale of the two reserve units will be used to 
offset the cost of miscellaneous equipment; auxiliary lighting, identification markers, and 
communication devices needed before the new trucks can be placed into service. 
 
 
RECOMMENDATION 
 
Staff requests Council approval to advertise for sale and dispose of Unit(s) #4090 and 
#4091.  
  
 
 
Approved By: City Administrator  ____ City Attorney  ___ 



AGENDA ITEM:  M 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Mexican Fiesta Street Closure 

DEPARTMENT: Public Works/Engineering 

PRESENTED BY: Dave Mumford, P.E., Public Works Director 

 
PROBLEM/ISSUE STATEMENT:  The organizers of the Mexican Fiesta request the 
closure of 6th Ave S. between 28th and 29th Street and 29th Street from 6th Ave. S. to the 
alley from 6:00 a.m. to 7:00 p.m. on Saturday, August 1, 2009, for a Mexican Fiesta 
Celebration.  
 
Recommended conditions of approval include the members of the Mexican Fiesta to: 

1. Notify residences and businesses within a 1 block area 
2. Notify all emergency facilities, bus lines and media at least two weeks in advance 

of the event 
3. Provide and install adequate traffic barricades and signs directing motorists around 

closure 
4. Provide certificate of insurance naming City of Billings as additional insured 
5. Clean the area to be used after the event 
6. Obtain a Park Use permit from the Recreation Division for the use of South Park 
7. Maintain a 10’ clear lane on 6th Ave. South for emergency purposes 

 
ALTERNATIVES ANALYZED:   
1.  Approve request for street closures  
2.  Deny the street closures 
 
FINANCIAL IMPACT:  There are no costs to the City of Billings other than 
administrative time to process permit. Traffic control and litter removal are to be paid for 
by the Mexican Fiesta organizers.  
 
RECOMMENDATION 
 
Staff recommends that Council approve the closure named above  
 
Approved By: City Administrator ____ City Attorney ___ 
 
 



ATTACHMENTS  
A.  Right of Way Special Activity Permit  
B.  Course Map  
C.  Certificate of insurance  
 
 













                                                                                                       AGENDA ITEM:  N 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2008 
 

 
TITLE: Old Town Neighborhood Master Plan – Resolution of Intent to 

Adopt and Set Date of Public Hearing  

DEPARTMENT: Planning & Community Services  

PRESENTED BY: Lora Mattox, AICP, Transportation Planner 
 
PROBLEM/ISSUE STATEMENT:  The Old Town Neighborhood Master Plan is a 
guide for the redevelopment of the area around Minnesota Avenue.  The boundaries of 
the area are approximately South 30th Street on the west to South 25th Street on the east 
and from the railroad tracks on the north to 1st Avenue South on the south.   
 
The Planning Board conducted a public hearing on July 14, 2009, to receive comments 
on the neighborhood master plan.  After discussion, the Planning Board on a 9-0 vote 
recommended approval of the Old Town Neighborhood Master Plan to the Billings City 
Council.   
 
The Council at its August 3, 2009, work session will hear a presentation on the Old Town 
Neighborhood Master Plan.  At the regular meeting scheduled on July 27, 2009, the 
council will consider a Resolution of Intent to Adopt the Old Town Neighborhood Master 
Plan and set a date for a public hearing to receive comment on the neighborhood plan.  
The public hearing is scheduled for the Council meeting on August 10, 2009.   
 
FINANCIAL IMPACT:  In 2008, three sources of funding were identified to complete 
the Minnesota Avenue Streetscape Enhancement Project and include a Special 
Improvement District (SID), individual property owner contributions, and the City of 
Billings.  In addition, grant funds will also be pursued to offset some of the future SID 
portions of the costs.   
 
RECOMMENDATION 
The Yellowstone County Board of Planning recommends that the City Council approve 
the Resolution to Adopt the Old Town Neighborhood Master Plan as part of the 
Yellowstone County and City of Billings 2008 Growth Policy.  A copy of the plan is on 
file in the Planning Division Office. 
 
Approved By: City Administrator  ____ City Attorney  ____ 
 
 



ATTACHMENTS 
A. Yellowstone County Board of Planning Resolution 09-01 
B. Resolution of Intent to Adopt the Old Town Neighborhood Master Plan as part of 

the Yellowstone County and City of Billings 2008 Growth Policy 
C. Old Town Neighborhood Master Plan Drawings 
D. Minnesota Avenue Streetscape Enhancement Project Cost Estimates 
E. Old Town Neighborhood Master Plan Summary 



INTRODUCTION  
In 2006, Old Town Neighborhood property owners, Ward I City Council Members, and 
other interested parties met to review projects identified in the Minnesota Avenue Master 
Plan that was completed by High Plains Architects and Fischer & Associates.  This study 
was renamed the Old Town Neighborhood Master Plan and expanded the boundaries to 
the description above.   In 2007, the Old Town Neighbors, Inc. was formed as a non-
profit corporation with a five member board that would review and adopt the Old Town 
Neighborhood Master Plan with neighborhood input.  The projects include the 
nomination of the Old Town Neighborhood as a National Register Historic District (in 
process) and Minnesota Avenue Streetscape enhancements.   
 
PROCEDURAL HISTORY  

• 2001 Fischer and Associates and High Plains Architects completed Phase 
One of the Minnesota Avenue Master Plan.  This project outlined the 
issues, developed three levels of recommended alternatives, and 
identified implementation strategies and costs for each. 

• 2003   Same consultant team along with Peaks to Plains Design continued 
the study to develop more site specific ideas relating to items in Phase 
I.  The study was renamed the Old Town Neighborhood Master Plan.    

• 2006 The Old Town Neighborhood property owners, Ward I City Council 
Members, and other interested parties were invited to a neighborhood 
meeting to review projects.   

• 2007 Old Town Neighbors, Inc. was formed as a non-profit corporation and 
the Old Town Neighborhood Master Plan was adopted by the board 
with neighborhood input.   

• 2008 Three funding sources were identified to complete the Minnesota 
Avenue Streetscape Enhancement Project of the Old Town 
Neighborhood Plan.   

• May, 2009 Old Town Neighbors, Inc. requested that the Old Town 
Neighborhood Master Plan be formally adopted by the Yellowstone 
County Planning Board, Billings City Council, and the Board of 
County Commissioners. 

• 7/14/2009 Yellowstone County Planning Board adopted resolution 09-01 
recommending adoption of the Old Town Neighborhood Master Plan 
as part of the 2008 Growth Policy to the City Council and the Board 
of County Commissioners. 

• 7/21/2009  The Board of County Commissioners will consider a Resolution of 
Intent to Adopt the Old Town Neighborhood Master Plan and set a 
date for a public hearing to receive comment on the neighborhood 
plan.  The public hearing is scheduled for August 25, 2009.  

• 7/27/2009  The Billings City Council will consider a Resolution of Intent to 
Adopt the Old Town Neighborhood Master Plan and set a date for a 
public hearing to receive comment on the neighborhood plan.  The 
public hearing is scheduled for August 10, 2009.  

 
 



BACKGROUND  
In 2008, the Yellowstone County and City of Billings Growth Policy was adopted by the 
Billings City Council.  As part of the Growth Policy, the governing body may include 
one or more neighborhood plans (76-1-601(2)(4)(a), MCA). A neighborhood plan must 
be consistent with the growth policy.  The Old Town Neighborhood Master Plan contains 
the following elements:   

1. A strategy for development, maintenance, and replacement of public 
infrastructure, including public streetscapes, roads, and bridges. 

2. An implementation strategy that includes potential funding sources. 
 

The neighborhood planning process involved local residents to identify issues impacting 
the area and works towards goals, objectives and actions to address these issues.  The 
goals and objectives, which describe desired future conditions, are implemented through 
policies and future capital improvement planning.  Policies are commitments to the 
residents that the elected officials shall acknowledge and attempt to achieve those goals 
and objectives.  
 
The Planning Board held a formal public hearing on the Neighborhood Plan on July 14, 
2009.   Taking into consideration the comments received at the public hearing, the 
Planning Board is forwarding a recommendation of approval to the Yellowstone County 
Commissioners and the Billings City Council (See Planning Board Resolution No. 09-
01).  
 
STAKEHOLDERS   
All residents, landowners and business owners within the boundary have a stake in the 
adoption and implementation of the Old Town Neighborhood Master Plan.  All 
comments received from individuals have been taken into consideration and the 
document was modified as appropriate.   
 
On July 14, 2009 the Planning Board conducted a public hearing to receive comments on 
the proposed Neighborhood Master Plan.  During discussion, board member Al Littler 
asked for a clarification on the potential funding sources as he understood that the 
property owners would ask for an SID to be created for much of the work, but wanted 
clarification on what exactly was the property owners responsibility.  Randy Hafer from 
High Plains Architects and a member of the Old Town Neighbors, Inc. clarified that the 
property owners would be involved in an SID and be responsible for the portion of 
sidewalk, curb and gutter located along their property frontage.  In addition, grant funds 
from a variety of sources may also be applied for to offset some of the SID funding 
needed.  After further discussion, the Planning Board on a 9-0 vote recommended 
approval of the Old Town Neighborhood Master Plan to the Billings City Council.       
 
RECOMMENDATION 
The Yellowstone County Board of Planning recommends that City Council approve the 
Resolution to Adopt the Old Town Neighborhood Master Plan as part of the Yellowstone 
County and City of Billings 2008 Growth Policy. 
 



ATTACHMENTS  
A. Yellowstone County Board of Planning Resolution 09-01 
B. Resolution of Intent to Adopt the Old Town Neighborhood Master Plan as part of 

the Yellowstone County and City of Billings 2008 Growth Policy. 
C. Old Town Neighborhood Master Plan Drawings 
D. Minnesota Avenue Streetscape Enhancement Project Cost Estimates 
E. Old Town Neighborhood Master Plan Summary 

 
 
 
 



 
ATTACHMENT A 

Yellowstone County Board of Planning 
Resolution to Recommend Adoption of the Old Town Neighborhood Master Plan 

 
 
 
 
 
 
 
 

 
 

      
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

ATTACHMENT B 
 
 

RESOLUTION NO. 09-___________ 
 

RESOLUTION OF INTENT TO ADOPT THE OLD TOWN NEIGHBORHOOD 
MASTER PLAN AS PART OF THE YELLOWSTONE COUNTY - CITY OF 
BILLINGS 2008 GROWTH POLICY. 
 
 WHEREAS, pursuant to Title 76, Chapter 1, PART 601, Montana Codes 
Annotated, the Billings City Council, desires to adopt a Neighborhood Plan 
consistent with the 2008 Growth Policy covering the entire Yellowstone County 
Board of Planning jurisdiction: 
 

WHEREAS, on the 14th day of July, 2009, a public hearing was held by 
the Yellowstone County Board of Planning for the purpose of receiving public 
comments on the proposed Neighborhood Plan and on the 10th day of August, 
2009, the Billings City Council will hold a public hearing for the same purpose:  
 

WHEREAS, The Yellowstone County Board of Planning by Resolution 09-
01, recommends the Billings City Council adopt the proposed Neighborhood 
Plan and any ordinances and resolution for its implementation: 
 
 NOW, THEREFORE, BE IT HEREBY RESOLVED that it is the intent of 
the Billings City Council to adopt the Old Town Neighborhood Master Plan as 
part of the Yellowstone County – City of Billings 2008 Growth Policy. 
 

APPROVED AND PASSED by the City Council of the City of Billings this 27th day 
of July, 2009. 
 

      THE CITY OF BILLINGS: 
 
 
      BY:       
         Ron Tussing, MAYOR 
 
 
ATTEST: 
 
BY:        
   Cari Martin,  CITY CLERK 
 



 
 

ATTACHMENT C 
Old Town Neighborhood Master Plan Drawings 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ATTACHMENT D 
Minnesota Avenue Streetscape Enhancement Project Cost Estimate 

 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



ATTACHMENT E 
Old Town Neighborhood Master Plan Summary 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



AGENDA ITEM:  O 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Resolution Repealing Resolution No. 07-18594 and Establishing a 

Board of Trustees for the Billings Tourism Business Improvement 
District No. 0002 and Naming the Trustees 

DEPARTMENT: Administration 

PRESENTED BY: Bruce McCandless, Asst. City Administrator 

 
PROBLEM/ISSUE STATEMENT:  The Billings City Council created the Tourism 
Business Improvement District (TBID) No. 0002 on August 27, 2007 by Resolution No. 
07-18593.  The Council approved the first Board of Trustees on the same date by 
Resolution No. 07-18594.  The initial terms of office began on September 1, 2007 and 
were for staggered, one, two, three and four year terms.  The TBID Board of Trustees 
submitted a request that the City Council amend the terms of office so that they begin 
July 1 and are coterminous with the budget fiscal year.  The proposed resolution will 
satisfy the request and it complies with state law. 
 
FINANCIAL IMPACT:  There is no direct financial impact on the City.  All features of 
the TBID except the Trustees’ terms of office will remain unchanged.  The City provides 
limited service to the TBID by setting the assessments on eligible hotels, creating the 
assessment roll for transmittal to the County Treasurer for collection and remitting the 
assessments to the TBID.   
 
RECOMMENDATION 
 
Staff recommends that Council approve the attached resolution that repeals Resolution No. 
07-18594 and names a new Board of Trustees for the Tourism Business Improvement 
District No. 0002. 
 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 
 
ATTACHMENTS  
A: Resolution



INTRODUCTION 
The Billings City Council created the Tourism Business Improvement District (TBID) 
No. 0002 on August 27, 2007 by Resolution No. 07-18593.  The Council created the first 
Board of Trustees on the same date by Resolution No. 07-18594.  The initial terms of 
office began on September 1, 2007 and were for staggered, one, two, three and four year 
terms.  The TBID Board of Trustees submitted a request that the City Council amend the 
terms of office so that they begin July 1 and are coterminous with the budget fiscal year.  
The proposed resolution will satisfy the request and it complies with state law. 
 
BACKGROUND 
Since 1985, Montana Code Annotated Article 7-12-1100 et. seq. has allowed cities to 
create business improvement districts.  The act was amended in 2007 to allow tourism 
districts and those amendments were proposed by and lobbied by the Billings Chamber of 
Commerce.  The City of Billings endorsed the legislation and Billings was the first 
community in the state to create a TBID.  The TBID’s purpose is to attract conventions, 
trade shows, the travel industry and major sporting events in order to promote local 
tourism and to benefit the lodging businesses within the TBID.  The Act requires the City 
Council to create a board of trustees with five to seven members and for a tourism board, 
to appoint hotel owners or their designated representatives.  The City Council approved 
Resolution No. 07-18594 in August, 2007, and made all seven trustees’ terms of office 
effective on September 1.  Only one term expired since the initial creation and the Mayor, 
with Council consent, approved a new term for that member.  Two board members’ terms 
expire August 31, 2009 and the Mayor must reappoint them or their replacements. 
 
The statutes do not specifically address or authorize the City Council to change the 
trustees’ terms of office.  However, MCA 7-12-1123 allows the Mayor to remove trustees 
from office, with Council consent.  With the Mayor’s recommendation, the City Council 
could adopt a resolution that 1) repeals Resolution No. 07-18594, thereby removing all 
members from office, and 2) establishes a new board with terms that begin July 1, 2009.  
That would require that there be one member with a one year term, two members with 
two years, two with three years and two with four years terms.  The Mayor could appoint 
the trustees who currently hold office or he could appoint replacements.  In the original 
appointments, when filling the expired term of one member and for appointments to fill 
unexpired terms, the lodging association presented nominations and the Mayor appointed 
them. 
 
RECOMMENDATION 
 
Staff recommends that Council approve the attached resolution that repeals Resolution No. 
07-18594 and names a new Board of Trustees for the Tourism Business Improvement 
District No. 0002. 
 
 
 
ATTACHMENTS  
A: Resolution 
 



 
 
 

ATTACHMENT A 
 

Resolution No. 09-______ 
 

A RESOLUTION REPEALING CITY OF BILLINGS RESOLUTION NO. 07-18594, 
CREATING A BOARD OF TRUSTEES FOR BILLINGS TOURISM BUSINESS 
IMPROVEMENT DISTRICT NO.0002, APPOINTING TRUSTEES AND 
SPECIFYING THE POWERS AND DUTIES OF THE BOARD. 

 
 WHEREAS, the Billings City Council created the Tourism Business 
Improvement District No. 0002 on August 27, 2007 by approving Resolution No. 07- 
18593, and 
 
 WHEREAS, according to Montana State Code 7-12-1121 MCA, a Board of 
Trustees must be created to govern the District and five (5) to seven (7) Trustees must be 
appointed to govern any Business Improvement District, and 
 
 WHEREAS, the Billings City Council approved Resolution No. 07-18594 on 
August 27, 2007, creating and naming an initial Board of Trustees whose terms began on 
September 1, 2007, and  
 
 WHEREAS, the Billings Tourism Improvement District No. 0002 Board of 
Trustees requested on June 16, 2009 that their terms of office be adjusted to coincide with 
the budget fiscal year (July 1), and 
 
 WHEREAS, Montana Code Annotated does not provide clear authority to 
change terms of office but 7-12-1123 allows the appointing authority, with Council 
consent, to remove trustees from office, and 
 
 WHEREAS, Mayor Ron Tussing recommends that the Billings City Council 1) 
repeal Resolution No. 07-18594, 2) create a new Board of Trustees for the Tourism 
Business Improvement District No. 0002 and 3) confirm the appointment of seven (7) 
Trustees named below. 
 
BE IT RESOLVED by the City Council of the City of Billings (the “City”), Montana, as 
follows: 
 
 Section 1.  Repeal Resolution No. 07-18594:  City of Billings Resolution No. 07-
18594 is hereby repealed on this date and shall have no further authority or effect on the 
governance of the Tourism Business Improvement District No. 0002, however, all prior 
lawful acts by the Board of Trustees are hereby affirmed. 
 



 Section 2.  Tourism Business improvement District No. 0002 Board of Trustees:  
The Tourism Business Improvement District No. 0002 Board of Trustees is hereby 
created.  There shall be seven (7) Trustees. 
 
 Section 3.  Board Appointments:  The Board of Trustees for the Tourism 
Business Improvement District No. 0002 shall be as follows and their terms shall be as 
shown.  All terms begin July 1, 2009.  After the initial term, all subsequent Trustees shall 
be appointed to four (4) year terms, except that a vacancy occurring during a term will be 
filled for the unexpired term.  The unexpired term shall be filled in the same manner as 
other vacancies.  The initial Board Chair shall be Shelli Mann, who shall serve a one (1) 
year term in that office. Subsequent Chair persons shall serve one (1) year terms and shall 
be selected by the Board. 
 
 Trustee Name     Initial Term 
______________    1 Year 
Chris Johnson     2 Years 
Cheri Milne     2 years 
Stephen Wahrlich    3 Years 
Shelli Mann     3 Years 
Joyce Bratland     4 Years 
Ginny Hart     4 Years 
 
 Section 4.  Powers and Duties of Trustees:  The appointed Trustees shall have the 
powers and duties set out in Sections 7-12-1121 through 7-12-1133, M.C.A. and any 
other applicable laws, ordinances or regulations. The Board of Trustees shall submit to 
the City Council for approval, a work plan and budget for the ensuing fiscal year, no later 
than the first (1st) day of May preceding the beginning of the fiscal year for which the 
work plan and budget apply.  The City Council may modify the work plan and budget as 
it considers necessary and appropriate. 
 
 APPROVED by the City Council of the City of Billings, Montana this 27th day of 
July, 2009. 
 
 
      THE CITY OF BILLINGS: 
 
 
 
      By:________________________________ 
       Ron Tussing, Mayor 
 
ATTEST: 
 
By:______________________________ 
 Cari Martin, City Clerk 



 AGENDA ITEM:  P 
 
  

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009   
 

 
TITLE: Payment of Claims  

DEPARTMENT: Administration – Finance Division 

PRESENTED BY: Patrick M. Weber, Financial Services Manager 

  
PROBLEM/ISSUE STATEMENT:    Claims in the amount of $4,576,816.88 have 
been audited and are presented for your approval for payment.  A complete listing of the 
claims dated June 30, 2009, in the Finance Department. 
 
 
RECOMMENDATION 
 
Staff recommends that Council approve Payment of Claims. 
 
 
 
 
 
 
 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 



AGENDA ITEM:  2 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
TITLE: Continuation of Public Hearing and Resolution for Vacation of a 

Portion of Clark Avenue within the 2300 Block  

DEPARTMENT: Public Works/Engineering 

PRESENTED BY: David D. Mumford, PE, Public Works Director 

 
PROBLEM/ISSUE STATEMENT:  Paul and Renae Parkins, owners of the property at 
2334 Clark Avenue, have requested to vacate Clark Avenue in front of their property 
which is approximately 80 feet by 60 feet.  Currently, Clark Avenue runs from 23rd St. 
W. to a dead end at their property and will not be extended to 24th St. W. due to a 
building that is constructed on 24th St. W..  Both property owners on the other side of the 
street and the west side of the street have signed off on the Parkins vacating this street for 
themselves.  There is a water line in Clark Avenue that dead ends at the Parkins property 
which will remain in an easement pursuant to state law.  If the Parkins ever decide to 
build a structure over the vacated property, they will be responsible to move the water 
line as approved by the City Engineer’s Office.  At the July 13, 2009, Council Meeting, 
Council delayed action of the resolution and continued the public to the July 27, 2009, 
Council Meeting.  This delay was to allow legal to evaluate the language in the resolution 
for correctness.  The attached resolution has been approved by legal. 
 
ALTERNATIVES ANALYZED:   

1. After continuation of public hearing, approve the ROW vacation of Clark 
Avenue. 

2. Do not approve the vacation of the right of way. 
 
FINANCIAL IMPACT:  A comparison land sales report was done by Kendal Mayer, a 
realtor with Century 21, which valued the right-of-way between $2,200 and $2,600.  Paul 
and Renae Parkins are offering $2,200 for the proposed vacated right of way.   
 
RECOMMENDATION 
Staff recommends that Council approve the vacation of a portion of Clark Avenue within 
the 2300 Block. 
 
Approved By: City Administrator  ____ City Attorney  ___ 
 
ATTACHMENT 



A. Map Depicting Area to be Vacated  
B. Resolution vacating a portion of Clark Avenue 
C. Comparison Sales letter from Realtor 



 
 
 
 
 
 
 



 
 
 
 

 
RESOLUTION NO. 09-     

 
 
  A RESOLUTION OF THE CITY OF BILLINGS, 

MONTANA, DISCONTINUING AND VACATING 
portion of Clark Avenue. 

 
WHEREAS, a proper petition was filed with the City 
Council of the City of Billings, Montana, as per Section 
22-601 BMCC, requesting discontinuance and vacation 
of portion of Clark Avenue as described hereinafter; 
and 

  WHEREAS, a public hearing was properly noticed and held as required by 
law. 

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL 
OF THE CITY OF BILLINGS, MONTANA, AS FOLLOWS: 

1. DISCONTINUANCE AND VACATION.  Pursuant to Sections 7-14-
4114 and 7-14-4115, M.C.A., portion of Clark Avenue more 
particularly described as follows: 

 
A tract of land situated in Amended Plat of Arnold Subdivision 2nd Filing in Billings, 
Yellowstone County, Montana, more particularly described as: 
A portion of Clark Avenue adjacent to Lot 7, Block 5, Arnold 
Subdivision 2nd Filing, beginning at the northeast corner of Lot 7, 
Block 5 of Arnold Subdivision 2nd Filing said point being the southeast 
corner of the area of road to be vacated; thence S 89°57’ W for a 
distance of 80 feet to the northwest corner of Lot 7, Block 5 said point 
being the southwest corner of the area of road to be vacated and a 
point on the west line of said subdivision; thence along the west line of 
said subdivision N 00°16’ W a distance of 60 feet to the north right of 
way of Clark Avenue; thence along the right of way of Clark Avenue 
said line being the south line of Block 8 of Arnold Subdivision 2nd 
Filing N 89°57’ E a distance of 80 feet; thence S 00°16’ E a distance 
of 60 feet to the Point of Beginning. 
Containing 4,800 square feet. 

 
Is hereby discontinued, abandoned and vacated and shall revert to 

adjacent property owners of Lots 2 and 7, Amended Plat of Arnold 
Subdivision 2nd Filing.  The water main located underground within the 
vacated portion of Clark Avenue will remain in an easement pursuant to 
Section 7-14-4115, M.C.A.  



 
2. PUBLIC INTEREST.  The discontinuance, vacation and 

abandonment of the above described portion of Clark Avenue is in 
the best interest of the public and can be done without any public 
detriment.   

  PASSED by the City Council and APPROVED this 13th day of July 
2009. 
 

      THE CITY OF BILLINGS: 

    BY:        
        Ron Tussing   MAYOR 
 
 
 
 
 
 
ATTEST: 
 
BY:         
   Cari Martin     CITY CLERK 
 





 
  
 

 AGENDA ITEM: 3A 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
SUBJECT: Resolution Relating to Pooled Series 2009, Special Improvement 

District Bonds; Fixing the form and details and authorizing the 
execution and delivery.  

DEPARTMENT: Administration-Finance Division 

PRESENTED BY: Patrick M. Weber, Financial Services Manager 

 

 
PROBLEM/ISSUE STATEMENT:    On July 13, 2009, City Council approved a 
resolution authorizing a negotiated bond sale for Pooled Special Improvement District 
Bonds Series 2009  (SID 1372 and 1386).   Wells Fargo Bank purchased the bonds at a true 
interest rate of 5.28%. The following resolution outlines the form and detail of the bonds.  
Missoula did a competitive sale on Monday, July 13th in the amount of $750,000 and 
received two bids with a low bid of  5.1248%.  The additional costs to get the bond rated 
and conduct the public sale were in the range of $10,000 to $15,000 higher than the City’s 
negotiated sale.  The difference in the interest rates of .1552% will cost all the property 
owners in the two districts approximately an additional $6,000 over the 15 years versus the 
$10,000 to $15,000. 
 
SID 1372 has been completed in Summerhill and had a cash contribution from Jeff Essman.  
SID 1386 is for MacDonald and will be completed in the 2009 construction season. 
 
RECOMMENDATION 
 
It is recommended that the City Council approve the attached resolution. 
 
Approved By: City Administrator ____ City Attorney  ___ 
 
 
ATTACHMENT 
 
A - Resolution prepared by Kennedy and Graven 



CERTIFICATE AS TO RESOLUTION AND ADOPTING VOTE 
 

I, the undersigned, being the duly qualified and acting recording officer of the City of 
Billings, Montana (the “City”), hereby certify that the attached resolution is a true copy of a 
Resolution entitled: “RESOLUTION RELATING TO POOLED SPECIAL IMPROVEMENT 
DISTRICT BONDS (SPECIAL IMPROVEMENT DISTRICT NOS. 1372 and 1386), SERIES 
2009; FIXING THE FORM AND DETAILS AND PROVIDING FOR THE EXECUTION AND 
DELIVERY THEREOF AND SECURITY THEREFOR” (the “Resolution”), on file in the 
original records of the City in my legal custody; that the Resolution was duly adopted by the City 
Council of the City at a meeting on July 27, 2009, and that the meeting was duly held by the City 
Council and was attended throughout by a quorum, pursuant to call and notice of such meeting 
given as required by law; and that the Resolution has not as of the date hereof been amended or 
repealed. 

I further certify that, upon vote being taken on the Resolution at said meeting, the 
following City Council members voted in favor thereof:  

voted against the same:  

 

abstained from voting thereon: 

 

or were absent:  

 
 
 

WITNESS my hand officially this 27th day of July, 2009. 
 
 
 
  
City Clerk 
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 RESOLUTION NO.  __________ 
 

RESOLUTION RELATING TO POOLED SPECIAL 
IMPROVEMENT DISTRICT BONDS (SPECIAL 
IMPROVEMENT DISTRICT NOS. 1372 and 1386), SERIES 2009; 
FIXING THE FORM AND DETAILS AND PROVIDING FOR 
THE EXECUTION AND DELIVERY THEREOF AND SECURITY 
THEREFOR 

 
BE IT RESOLVED by the City Council (the “City Council”) of the City of Billings, Montana 

(the “City”), as follows: 

Section 1.  Recitals.  It is hereby found, determined and declared as follows: 
 
1.01. Establishment of Special Improvement District Nos. 1372 and 1386.   
 

(a) Intent Resolutions. This Council has duly and validly created and established in 
the City various special improvement districts (individually a “District” and, collectively, the 
“Districts”), designated as the following: (i) Special Improvement District No. 1372 (“District 
No. 1372”); and (ii) Special Improvement District No. 1386 (“District No. 1386”).  The City 
expressed its intention to create each District pursuant to the following resolutions of this City 
Council: (i) pursuant to Resolution No. 08-18688, adopted on March 10, 2008, with respect to 
District No. 1372; and (ii) pursuant to Resolution No. 09-18804, adopted on April 13, 2009, with 
respect to District No. 1386.  Resolution No. 08-18688 and Resolution No. 09-18804 are each 
referred to herein as an Intent Resolution and collectively as the “Intent Resolutions”.   

 
The Districts were formed for the purpose of financing certain public improvements, and 

incidental costs thereto, for the special benefit of the properties located in each of the Districts.  
Each Intent Resolution designated the number of each District, described the boundaries thereof, 
stated the general character of the public improvements (the “Improvements”) to be made in each 
District and specially benefiting property located therein, and an estimate of the costs thereof, in 
accordance with the provisions of Montana Code Annotated, Title 7, Chapter 12, Parts 41 and 42, 
as amended (the “Act”).  Pursuant to each Intent Resolution, this City Council also declared its 
intention to cause the cost and expense of making the Improvements to be assessed against the 
owners of the properties (the “Property Owners”) included within the boundaries of each District 
in accordance with one or more methods of assessment authorized in Sections 7-12-4161 to 7-12-
4165 of the Act.  Capitalized terms used in this resolution and not defined herein shall have the 
meanings given them in each Intent Resolution. 
 

In the Intent Resolutions, this City Council further found that it is in the public interest, 
and in the best interest of the City and the Districts, to secure payment of principal of and interest 
on the Bonds by the Revolving Fund of the City (the “Revolving Fund”), on the basis of the 
factors required to be considered under Section 7-12-4225 of the Act.  The prior findings with 
respect to the pledge of the Revolving Fund as security for the Bonds are hereby ratified and 
confirmed.  This City Council, in each Intent Resolution, also declared its intention to reimburse 
the City for costs paid before issuance of the Bonds, as required by Section 1.150-2 of the Income 
Tax Regulations promulgated under the Internal Revenue Code of 1986, as amended (the 
“Code”).   
 

(b) Notices.  Notices of the passage of each of the Intent Resolutions were given by 
two publications in The Billings Times, the official newspaper of the City and a qualified 
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newspaper of general circulation in the City, as required by the Act.  Notice of the passage of 
each Intent Resolution was also mailed to all persons, firms or corporations or the agents thereof 
owning real property within the Districts listed in their names upon the last completed assessment 
roll for State of Montana (the “State”), Yellowstone County (the “County”), and school district 
taxes, at their last known addresses.  The notice of passage of each Intent Resolution, in 
accordance with the provisions thereof, stated the following:  (i) the general character of the 
Improvements; (ii) the estimated cost of the Improvements; (iii) the method or methods of 
assessment of such costs against properties in the Districts; (iv) the time when and the place 
where the City Council would hear and pass upon all protests made against the making of the 
Improvements or the creation of the Districts; (v) referred to the Intent Resolutions as being on 
file in the office of the City Clerk for a description of the boundaries of the Districts; and 
(vi) included a statement that, subject to the limitations of Section 7-12-4222 of the Act, the 
general fund of the City may be used to provide loans to the Revolving Fund or a general tax levy 
may be imposed on all taxable property in the City to meet the financial requirements of the 
Revolving Fund.     

(c) Formation of the Districts.  At regularly scheduled meetings, this City Council 
met to hear, consider and pass upon all protests made against the making of the Improvements 
and the creation of each of the Districts.  After the public hearings and deliberations with respect 
to the formation of each District, this City Council, pursuant a resolution duly adopted of this City 
Council with respect to each District determined and declared that insufficient protests against the 
creation of each of the Districts or the proposed work had been filed in the time and manner 
provided by law by the owners of the property to be assessed for the Improvements in the 
Districts.  This City Council, in the resolutions with respect to the formation of District No. 1372 
and District No. 1386, also confirmed the findings it previously made in the Intent Resolutions 
with respect to the pledge of the Revolving Fund to the portion of the Bonds allocable to each 
District.  The boundaries of the Districts have not been amended or altered since the passage of 
the resolutions authorizing their formation. 
 
1.02. Construction Contracts and Related Costs.  Plans, specifications, maps, profiles and 

surveys for construction of the Improvements in each District were prepared by the engineers acting for 
the City with respect to the Improvements in each District, and were thereupon examined and approved 
by this City Council.  An advertisement for bids for construction of the Improvements in each District 
was published in The Billings Times, the official newspaper of the City, in accordance with the provisions 
of Section 7-12-4141 of the Act, after which the bids theretofore received were opened and examined.  
The City subsequently reviewed the bids for the Improvements to each District, and the City subsequently 
award the contract for construction of the Improvements in each District to the contractor that was 
determined to be the lowest bidder for the furnishing of all work and material required for constructing 
the improvements in each District. 

Contracts for the construction of the Improvements were therefore awarded to said bidders, 
subject to the right of owners of property liable to be assessed for the costs thereof to elect to take the 
work and enter into written contracts therefor in the manner provided by Section 7-12-4147 of the Act, 
which election the property owners failed to make.  Thereafter, the City and the successful bidders for the 
construction contracts related to the Improvements entered into written contracts for construction of the 
Improvements upon the bidders having executed and filed bonds satisfactory to this City Council and in 
the form and manner provided by Montana Code Annotated, Title 18, Chapter 2, Part 2, as amended. 

1.03. Costs.  It is currently estimated that the total costs and expenses of the Improvements, 
including the incidental costs, are as set forth in Resolution No. 09-18845, adopted on July 13, 2009.  The 
City currently estimates that the costs and expenses to be assessed against properties benefited by the 
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Improvements in each District for which the City has not already received payment, including costs of 
preparation of plans, specifications, maps, profiles, engineering superintendence and inspection, 
preparation of assessment rolls, expenses of making the special assessments, the cost of work and 
materials under the construction contract and all other costs and expenses, including the deposits of Bond 
proceeds to the Revolving Fund, are not less than $509,000.  Such amount will be levied and assessed 
upon the assessable real property within the Districts on the basis described in each Intent Resolution, and 
the City will not contribute funds to the construction of the Improvements, other than from proceeds of 
the Bonds. 
 

 This City Council has jurisdiction and is required by law to levy and assess $509,000, together 
with interest thereon, to collect such special assessments and credit the same to the special improvement 
District Account (as defined herein) created for each of the Districts, which District Accounts are to be 
maintained on the official books and records of the City separate from all other City funds, for the 
payment of principal of and interest due on the Bonds.   
 

1.04. Sale and Issuance of Bonds.  For the purpose of financing a portion of the costs and 
expenses of making the Improvements, which are to be assessed against the Property Owners, this City 
Council determined that the issuance and sale of the Bonds in a pooled single offering was in the best 
interests of the City and the Property Owners and would facilitate the sale of the Bonds at lower interest 
rates.  Pursuant to the Authorizing Resolution, this City Council called for the sale of Bonds in the total 
aggregate amount not to exceed $509,000, which amount represents Bonds allocable for each District as 
follows: 

 
District Number Principal Amount 

1372 $292,000 
1386 217,000 

 
Pursuant to the Authorizing Resolution, and as authorized by Montana Code Annotated, Section 

7-12-4204, as amended, the City has negotiated the sale of the Bonds to Wells Fargo Brokerage Services, 
LLC (the “Purchaser”), a division of Wells Fargo Bank, National Association.  The Purchaser is 
authorized to do business in the State of Montana.  The Purchaser has agreed to purchase the Bonds from 
the City at a purchase price of $499,329 (the original principal amount of $509,000, less the Purchaser’s 
fee of $9,671) without accrued interest, at the rate of interest and price set forth in Section 2.01 hereof.   

 
1.05. Recitals.  All acts, conditions and things required by the Constitution and laws of the 

State, including the Act, as amended, in order to make the Bonds valid and binding special obligations in 
accordance with their terms and in accordance with the terms of this resolution have been done, do exist, 
have happened and have been performed in regular and due form, time and manner as so required.   

 
Section 2.  Description of the Bonds. 
 
2.01. Principal Amount, Maturities, Denominations, Date, Interest Rates.  For the purpose of 

paying the costs and expenses incurred in construction of the Improvements, and in anticipation of the 
collection of special assessments to be levied therefor, and in accordance with the proposal described in 
Section 1.05, the City shall forthwith issue and sell the Bonds to the Purchaser.  The Bonds are payable 
solely from amounts deposited in the Special Improvement District Nos. 1372 and 1386 Debt Service 
Fund (the “Debt Service Fund”) and the District Accounts and subaccounts established therein.  The 
Bonds shall be denominated “Pooled Special Improvement District Bonds (Special Improvement District 
Nos. 1372 and 1386) Series 2009”.  The Bonds shall be dated, as originally issued, and be registered as of 
August 10, 2009, and shall each be in minimum denominations of $5,000 or any integral multiple thereof.  
The Bonds shall be issued as a single term bond and shall mature not later than July 1, 2024.  The Bonds 
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shall bear interest from the date of original registration until paid or duly called for redemption at the rate 
of 5.28% per annum. 

2.02. Interest Payment Dates.  Interest on the Bonds shall be payable on each January 1 and 
July l, commencing January 1, 2010 (each a “Payment Date”), to the owners of record thereof as such 
appear on the bond registrar at the close of business on the fifteenth (15th) day of the immediately 
preceding month, whether or not such day is a business day.  Principal of the Bonds shall be paid on each 
Payment Date, commencing January 1, 2010.  Upon the original delivery of the Bonds to the Purchaser 
and upon each subsequent transfer or exchange of a Bond pursuant to Section 2.04, the Registrar shall 
date each Bond as of the date of its authentication. 

 
2.03. Method of Payment.  The Bonds shall be issued in fully registered form in book-entry 

only form.  The interest on and, upon surrender thereof at the operations center of the Registrar (as 
hereinafter defined), the principal of each Bond, shall be payable by check or draft drawn on the 
Registrar. 

2.04. Registration.  The City hereby appoints Wells Fargo Brokerage Services, LLC, to act as 
the initial bond registrar, transfer agent and paying agent (the “Registrar”).  The City reserves the right to 
appoint a successor bond registrar, transfer agent or paying agent, as authorized by the Model Public 
Obligations Registration Act of Montana (the “Bond Registration Act”).  The City agrees to pay the 
reasonable and customary charges, if any, of the Registrar for services performed with respect to the 
Bonds.  This Section 2.04 shall establish a system of registration for the Bonds as defined by the Bond 
Registration Act.  The effect of registration and the rights and duties of the City and the Registrar with 
respect thereto shall be as follows: 

(a) Bond Register.  The Registrar shall keep at its operations center a Bond register 
in which the Registrar shall provide for the registration of ownership of Bonds and the 
registration of transfers and exchanges of Bonds entitled to be registered, transferred or 
exchanged. 

(b) Transfer.  Upon surrender for transfer of any Bond duly endorsed by the 
registered owner thereof or accompanied by a written instrument of transfer, in form satisfactory 
to the Registrar, duly executed by the registered owner thereof or by an attorney duly authorized 
by the registered owner in writing, the Registrar shall authenticate and deliver, in the name of the 
designated transferee or transferees, one or more new Bonds of a like aggregate principal amount 
and maturity, as requested by the transferor.  The Registrar may, however, close the books for 
registration of the transfer of any Bond to be selected or called for redemption.  No transfer or 
exchange of a Bond shall affect its order of registration for purposes of redemption pursuant to 
Section 2.05 hereof. 

(c) Exchange of Bonds.  Whenever any Bond is surrendered by the registered owner 
for exchange, the Registrar shall authenticate and deliver one or more new Bonds of a like 
aggregate principal amount and maturity, as requested by the registered owner or the owner’s 
attorney duly authorized in writing. 

(d) Cancellation.  All Bonds surrendered upon any transfer or exchange shall be 
promptly canceled by the Registrar.  After cancellation the Registrar shall provide a certificate to 
the City specifying the maturities canceled. 

(e) Improper or Unauthorized Transfer.  When any Bond is presented to the 
Registrar for transfer, the Registrar may refuse to transfer the same until it is satisfied that the 
endorsement on such Bond or separate instrument of transfer is valid and genuine and that the 
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requested transfer is legally authorized. The Registrar shall incur no liability for the refusal, in 
good faith, to make transfers which it, in its judgment, deems improper or unauthorized. 

(f) Persons Deemed Owners.  The City and the Registrar may treat the person in 
whose name any Bond is at any time registered in the bond register as the absolute owner of such 
Bond, whether such Bond shall be overdue or not, for the purpose of receiving payment of, or on 
account of, the principal of and interest on such Bond and for all other purposes, and all such 
payments so made to any such registered owner or upon the owner’s order shall be valid and 
effectual to satisfy and discharge the liability upon such Bond to the extent of the sum or sums so 
paid. 

(g) Taxes, Fees and Charges. For every transfer of Bonds or exchange of Bonds 
(except for an exchange upon the partial redemption of any Bond pursuant to Section 2.05 
hereof), the Registrar may impose a charge upon the owner thereof sufficient to reimburse the 
Registrar for any tax, fee or other governmental charge required to be paid with respect to such 
transfer or exchange. 

 
(h) Mutilated, Lost, Stolen or Destroyed Bonds.  In case any Bond shall become 

mutilated or be destroyed, stolen or lost, the Registrar shall deliver a new Bond of like amount, 
number, maturity date and tenor in exchange and substitution for and upon cancellation of any 
such mutilated Bond or in lieu of and in substitution for any such Bond destroyed, stolen or lost, 
upon the payment of the reasonable expenses and charges of the Registrar in connection therewith 
and, in the case of a Bond destroyed, stolen or lost, upon filing with the Registrar of evidence 
satisfactory to it that such Bond was destroyed, stolen or lost, and of the ownership thereof, and 
upon furnishing to the Registrar an appropriate bond or indemnity in form, substance and amount 
satisfactory to it, in which both the City and the Registrar shall be named as obligees.  All Bonds 
so surrendered to the Registrar shall be canceled by it and evidence of such cancellation shall be 
given to the City.  If the mutilated, destroyed, stolen or lost Bond has already matured or such 
Bond has been called for redemption in accordance with its terms, it shall not be necessary to 
issue a new Bond prior to payment. 

 
2.05.  Redemption of the Bonds. 
 

(a) Mandatory Sinking Fund Redemption.  The Bonds are subject to mandatory 
sinking fund redemption on the dates and at a price of par plus accrued interest to the date of 
redemption in accordance with Schedule A to the Form of Bonds in Exhibit A attached hereto.   

 
(b) Mandatory Redemption.  If on any Payment Date there will be a balance in the 

Debt Service Fund after payment of the principal and interest due on all Bonds drawn against it, 
either from (i) the prepayment of special assessments levied in the Districts or (ii) the transfer of 
surplus money from a Construction Subaccount to a District Account and, subsequently, to the 
Debt Service Fund, as provided in Section 3.02, then the Financial Services Manager shall call for 
redemption on the Payment Date outstanding Bonds, or portions thereof, in an amount which, 
together with the interest thereon to the Payment Date, will equal the amount of such funds on 
deposit in the Debt Service Fund on that date are subject to mandatory redemption on that 
Payment Date.  The redemption price of the Bonds on such Payment Date shall equal the amount 
of the principal amount of the Bonds to be redeemed, plus interest accrued to the date of 
redemption on the applicable Payment Date. 

 
(c) Optional Redemption.  The Bonds are subject to redemption, in whole or in part, 

on July 1, 2014, and any date thereafter, at the option of the City, in whole or in part, from 
sources of funds available therefor other than those described in Subsection (b) of this 
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Section 2.05, at a redemption price equal to the principal amount thereof to be redeemed plus 
interest accrued to the redemption date, without premium.   

 
(d) Selection of Bonds for Redemption; Partial Redemption.  If less than all of the 

Bonds are to be redeemed, Bonds shall be redeemed in order of the stated maturities thereof.  If 
less than all Bonds of a stated maturity are to be redeemed, the Bonds of such maturity shall be 
selected for redemption in $5,000 principal amounts selected by the Registrar by lot or other 
manner it deems fair.  Upon partial redemption of a Bond, a new Bond or Bonds will be delivered 
to the registered owner without charge, representing the remaining principal amount thereof 
outstanding. 

 
(e) Notice and Effect of Redemption.  The date of redemption and the principal 

amount of the Bonds shall be fixed by the Financial Services Manager, who shall give notice 
thereof to the Registrar forty-five (45) days in advance in order for the Registrar to give notice, by 
first class mail, postage prepaid, or by other means required by the securities depository, to the 
owner or owners of such Bonds at their addresses appearing in the bond register, of the numbers 
of the Bonds or portions thereof to be redeemed and the date on which payment will be made, 
which date shall be not less than thirty (30) days after the date of mailing notice.  On the date so 
fixed interest on the Bonds or portions-thereof so redeemed shall cease. 
 
2.06. Form.  The Bonds shall be drawn in substantially the form set forth in Exhibit A hereto, 

and by this reference made a part hereof, with such modifications as are permitted by the Act. 
 
2.07. Execution, Registration and Delivery.  The Bonds shall be prepared under the direction of 

the Financial Services Manager, or his or her designee, and shall be executed on behalf of the City by the 
signatures of the Mayor, Financial Services Manager, and the City Clerk, or their respective designees, 
provided that the signatures and the corporate seal may be printed, engraved or lithographed facsimiles of 
the originals.  The seal of the City need not be impressed or imprinted on any Bond.  In case any officer 
whose signature or a facsimile of whose signature shall appear on the Bonds shall cease to be such officer 
before the delivery of any Bond, such signature or facsimile shall nevertheless be valid and sufficient for 
all purposes, the same as if such officer had remained in office until delivery.  Notwithstanding such 
execution, no Bond shall be valid or obligatory for any purpose or entitled to any security or benefit under 
this resolution unless a certificate of authentication and registration on such Bond has been duly executed 
by the manual signature of an authorized representative of the Registrar.  Certificates of authentication 
and registration on different Bonds need not be signed by the same representative.  The executed 
certificate of authentication and registration on each Bond shall be conclusive evidence that it has been 
authenticated and delivered under this resolution.  The Bonds shall be registered in order of their serial 
numbers by the Registrar, as attested by the Certificate of Authentication, as of August 10, 2009.  When 
the Bonds have been so executed, authenticated and registered, they shall be delivered by the Registrar to 
the Purchaser upon payment of the purchase price in accordance with the contract of sale heretofore made 
and executed.   

 
2.08. Application of Bond Proceeds.  The Purchaser shall not be obligated to see to the 

application of the purchase price of the Bonds.  The City’s Financial Services Manager (or his/her 
designee) shall credit the proceeds of the Bonds (taking into account the Purchaser’s discount of $9,671) 
as follows:  

 
(a) $25,450 to the Revolving Fund, as required by Section 7-12-4169(2) of the Act; 
 
(b) $17,815 the General Fund of the City for the City’s administration fee with 

respect to the Districts; and 
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(c) $456,064 to the Construction Subaccounts in each District Account (on a pro-rata 

basis in accordance with the allocation set forth in Section 1.04 of this resolution) of the Debt 
Service Fund for the cost of the Improvements and the payment of costs of issuance for the 
Bonds. 
 
Section 3. Debt Service Fund; Accounts Created Therein; and Special Assessments. 

 
3.01. Debt Service Fund.  There is hereby created and established a fund designated as the 

“Special Improvement District Nos. 1372 and 1386 Fund” (the “Debt Service Fund”), which shall be 
maintained by the Financial Services Manager on the books and records of the City separate and apart 
from all other funds of the City.  Within the Debt Service Fund there shall be created and maintained 
separate accounts for each of the Districts and designated as the District No. 1372 Account and the 
District No. 1386 Account (each a “District Account” and collectively, the “District Accounts”).  Within 
each District Account there shall be maintained three separate subaccounts, designated as the 
“Construction Subaccount,” the “Principal Subaccount” and “Interest Subaccount,” respectively. 

3.02. Construction Subaccounts.  There shall be credited to the Construction Subaccount in 
each of the District Accounts the pro-rata portion of the proceeds of the sale of the Bonds as provided in 
Section 2.08.  Any earnings on investment of money in the Construction Subaccount shall be retained 
therein.  All costs and expenses of constructing the Improvements to be paid from proceeds of the Bonds 
shall be paid from time to time as incurred and allowed from the Construction Subaccount in accordance 
with the provisions of applicable law, and money in the Construction Subaccount shall be used for no 
other purpose; provided that upon completion of the Improvements and after all claims and expenses with 
respect to the Improvements have been fully paid and satisfied, any amount of money remaining in the 
Construction Subaccount shall be transferred to the applicable Principal Subaccount and then to the Debt 
Service Fund and used to redeem Bonds as provided in Sections 2.05 and  3.03(b). 

 
3.03. Principal Subaccounts and Interest Subaccounts.   
 
(a)  Principal Subaccounts and Interest Subaccounts Generally.  Money in the Principal 

Subaccounts and Interest Subaccounts shall be used only for (i) payment of the principal of the Bonds 
from the Principal Subaccount and interest on the Bonds from the Interest Subaccounts as such payments 
become due or (ii) to redeem Bonds.   

 
(b) Deposits to Principal Subaccounts and Interest Subaccounts.  The Financial Services 

Manager shall credit on November 30 and May 31 of each year to the applicable Interest Subaccount so 
much of a special assessment as interest payment and the balance thereof to the applicable Principal 
Subaccount with respect to the installment of principal of the Bonds due on the special assessments to be 
levied by the City with respect to the Improvements in each of the Districts.  Interest income on money in 
the Principal Subaccounts and Interest Subaccounts shall be retained therein and used as any other funds 
therein.  Any installment of a special assessment paid prior to its due date with interest accrued thereon to 
the next succeeding Payment Date shall be credited with respect to principal and interest payments in the 
same manner as other special assessments are credited to the Principal Subaccounts and Interest 
Subaccounts.  All money in the Principal Subaccounts and Interest Subaccounts shall be used first to pay 
interest due, and any remaining money shall be used to pay Bonds then due and, if money is available, to 
redeem Bonds in accordance with Section 2.05(a); provided that any money transferred to the Principal 
Subaccounts from the Construction Subaccount pursuant to Section 3.02 shall be transferred to the Debt 
Service Fund and applied to redeem Bonds to the extent possible on the next Payment Date for which 
notice of redemption may properly be given pursuant to Section 2.05(a).  Prior to the applicable Payment 
Date, the Financial Services Manager shall transfer the applicable amount from each Principal 
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Subaccount and Interest Subaccount to the Debt Service Fund to make the payment due on the Bonds on 
such Payment Date.  Redemption of Bonds shall be as provided in Section 2.05, and interest shall be paid 
as accrued thereon to the date of redemption, in accordance with the provisions of Section 7-12-4206 of 
the Act. 

 
3.04. Loans from Revolving Fund.  The City Council shall annually or more often if necessary 

issue an order authorizing a loan or advance from the Revolving Fund to the Debt Service Fund (Sinking 
Fund) in an amount sufficient to replenish any deficiency then existing in the Debt Service Fund and shall 
issue an order authorizing a loan or advance from the Revolving Fund to the Debt Service Fund in an 
amount sufficient to make good any deficiency then existing in the Debt Service Fund in such order to the 
extent that money is available in the Revolving Fund.  Provided, however, that at the time any such loan 
or advance is to be made, Reserve Account shall have been or shall remain depleted on the next Payment 
Date.  A deficiency shall be deemed to exist in the Debt Service Fund if the money on deposit therein, on 
any June 15 or December 15 (excluding amounts in the Debt Service Fund representing prepaid special 
assessments) is less than the amount necessary to pay Bonds due (other than upon redemption), and 
interest on all Bonds payable, on the next succeeding Payment Date. 

Pursuant to Ordinance No. 1096, as amended, the City has undertaken and agreed to provide 
funds for the Revolving Fund by levying such tax or making such loan from the General Fund as 
authorized by Section 7-12-4222 of the Act.  In the event that the balance on hand in the Revolving Fund 
fifteen (15) days prior to any date when interest is due on special improvement district bonds or warrants 
of the City is not sufficient to make good all deficiencies then existing in the special improvement Debt 
Service Funds for which the City has covenanted to make loans from the Revolving Fund, the balance on 
hand in the Revolving Fund shall be allocated to the funds of the special improvement districts in which 
such deficiencies then exist in proportion to the amounts of the deficiencies on the respective dates of 
receipt of such money, until all interest accrued on such special improvement district bonds or warrants of 
the City has been paid.  On any date when all accrued interest on special improvement district bonds and 
warrants of the City payable from funds for which the City has covenanted to make loans from the 
Revolving Fund has been paid, any balance remaining in the Revolving Fund shall be lent or advanced to 
the special improvement Debt Service Funds for payment and redemption of bonds to the extent the 
special improvement Debt Service Funds are deficient for such purpose, and, if money in the Revolving 
Fund is insufficient therefor, pro rata, in an amount proportionate to the amount of such deficiency. 

 
The City hereby determines, covenants and agrees to levy the property tax described in the 

immediately preceding paragraph to provide funds for the Revolving Fund so long as any Bonds are 
outstanding to the extent required under the provisions of this Resolution and the Act, even though such 
property tax levy may, under applicable law (including SB 184, adopted by the Montana Legislature in 
1999) or provisions of the home rule charter of the City, require that property tax levies of the City for 
other purposes be reduced correspondingly.  In addition, the City hereby covenants to comply with the 
requirements of the Code and the Regulations in order that the Revolving Fund comply and continue to 
qualify as “reasonably required” debt service reserve fund for the Bonds. 

 
Section 4.  Covenants.  The City covenants and agrees with the owners from time to time of each 

of the Bonds that until all the Bonds and interest thereon are fully paid. 
 
4.01. Compliance with Resolution.  The City will hold the Debt Service Fund and the 

Revolving Fund as trust funds, separate and apart from all of its other funds, and the City, its officers-and 
agents, will comply with all covenants and agreements contained in this resolution.  The provisions 
hereinabove made with respect to the Debt Service Fund and the Revolving Fund are in accordance with 
the undertaking and agreement of the City made in connection with the public offering of the Bonds and 
the sale of the Bonds as set forth in Section 1.04.   
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4.02. Construction of Improvements.  The City will do all acts and things necessary to enforce 

the provisions of the construction contracts and bonds referred to in Section 1.03 and to ensure the 
completion of the Improvements for the benefit of the Districts in accordance with the plans and 
specifications and within the time therein provided, and will pay all costs thereof promptly as incurred 
and allowed, out of the Debt Service Fund and within the amount of the proceeds of the Bonds 
appropriated thereto. 

 
4.03. Levy of Assessments.  The City will do all acts and things necessary for the final and 

valid levy of special assessments upon all assessable real property within the boundaries of the Districts in 
accordance with the Constitution and laws of the State and the Constitution of the United States, in an 
aggregate principal amount not less than $509,000.  In addition the levy of special assessments with 
respect to each of the Districts shall not be less than the amounts set forth in the following table: 

 
District Number Principal Amount 

1372 $292,000 
1386 217,000 

 
The special assessments shall be levied on the basis set forth in each Intent Resolution; and shall 

be payable in equal, semiannual installments over a period of fifteen (15) years, with interest on the whole 
amount remaining unpaid at an annual rate equal to the sum of:  (i) the average annual interest rate borne 
by the Bonds, plus (ii) one-half of one percent (0.50%) per annum, interest being payable with principal 
installments.  The special assessments to be levied will be payable on the 30th day of November in each 
of the years 2009 through 2023, and on the 31st day of May in the years 2010 through 2023, inclusive, if 
not theretofore paid, and shall become delinquent on such date unless paid in full.  The first partial 
payment of each assessment shall include interest on the entire assessment from the date of original 
registration of the Bonds to January 1, 2010 and each subsequent partial payment shall include interest for 
six (6) months on that payment and the then remaining balance of the special assessment.  The special 
assessments shall constitute a lien upon and against the property against which they are made and levied, 
which lien may be extinguished only by payment of the assessment with all penalties, cost and interest as 
provided in Section 7-12-4191 of the Act.  No tax deed issued with respect to any lot or parcel of land 
shall operate as payment of any installment of the assessment thereon which is payable after the execution 
of such deed, and any tax deed so issued shall convey title subject only to the lien of said future 
installments, as provided in Montana Code Annotated, Section 15-18-214.   

 
4.04. Reassessment.  If at any time and for whatever reason any special assessment or tax 

herein agreed to be levied is held invalid, the City and this City Council, its officers and employees, will 
take all steps necessary to correct the same and to reassess and re-levy the same, including the ordering of 
work, with the same force and effect as if made at the time provided by law, ordinance or resolution 
relating thereto, and will reassess and re-levy the same with the same force and effect as an original levy 
thereof, as authorized in Section 7-12-4186 of the Act.  Any special assessment, or reassessment or re-
levy shall, so far as is practicable, be levied and collected as it would have been if the first levy had been 
enforced including the levy and collection of any interest accrued on the first levy. 

 
If proceeds of the Bonds, including investment income thereon, are applied to the redemption of 

such Bonds, as provided in Sections 7-12-4205 and 7-12-4206 of the Act, or if refunding bonds are issued 
and the principal amount of the outstanding Bonds of the Districts is decreased or increased, the City will 
reduce or increase, respectively, the special assessments levied in the Districts and then outstanding pro 
rata by the principal amount of such prepayment or the amount above or below the outstanding principal 
amount of bonds represented by the refunding bonds.  The City and this City Council, its officers and 
employees will reassess and re-levy such special assessments, with the same effect as an original levy, in 
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such reduced or increased amounts in accordance with the provisions of Sections 7-12-4176 through 7-
12-4178 of the Act. 

 
4.06. Absence of Litigation.  There is now no litigation pending or, to the best knowledge of 

the City, threatening or questioning: the validity or regularity of the creation of the Districts, the contracts 
for construction of the Improvements or the undertaking and agreement of the City to levy special 
assessments therefor and to make good any deficiency in the collection thereof through the levy of taxes 
for and the making of advances from the Revolving Fund as security for the Bonds; the right and power 
of the City to issue the Bonds; or in any manner questioning the existence of any condition precedent to 
the exercise of the City’s powers in these matters.  If any such litigation should be initiated or threatened, 
the City will forthwith notify in writing the Purchaser, and will furnish the Purchaser a copy of all 
documents, including pleadings, in connection with such litigation. 

 
4.07.  Waiver of Penalty and Interest.  The City covenants not to waive the payment of penalty or 

interest on delinquent special assessments levied on property in the Districts for costs of the 
Improvements, unless the City determines, by resolution of the City Council, that such waiver is in the 
best interest of the owners of the outstanding Bonds. 

 
Section 5.  Tax Matters. 
 
5.01. Use of Improvements.  The Improvements will be owned and operated by the City and 

available for use by members of the general public on a substantially equal basis.  The City shall not enter 
into any lease, use or other agreement with any non-governmental person relating to the use of the 
Improvements or security for the payment of the Bonds which might cause the Bonds to be considered 
“private activity bonds” or “private loan bonds” within the meaning of Section 141 of the Code and the 
applicable Regulations. 

 
5.02. General Covenant.  The City covenants and agrees with the owners from time to time of 

the Bonds that it will not take or permit to be taken by any of its officers, employees or agents any action 
which would cause the interest on the Bonds to become includable in gross income for federal income tax 
purposes under the Code and applicable Treasury Regulations applicable to the Bonds.  By this 
resolution, the City covenants to take any and all actions within its powers to ensure that the interest on 
the Bonds will not become includable in gross income for federal income tax purposes under the Code 
and the applicable Regulations. 

 
5.03. Arbitrage Certification.  The Mayor, the City Clerk and the Financial Services Manager, 

being the officers of the City charged with the responsibility for issuing the Bonds pursuant to this 
resolution, are authorized and directed to execute and deliver to the Purchaser a certificate in accordance 
with the provisions of Section 148 of the Code and the Regulations, stating that on the basis of facts, 
estimates and circumstances in existence on the date of issue and delivery of the Bonds, it is reasonably 
expected that the proceeds of the Bonds will be used in a manner that would not cause the Bonds to be 
“arbitrage bonds” within the meaning of Section 148 of the Code and the Regulations. 

 
5.04. Qualified Tax-Exempt Obligations.  In order to qualify the Bonds as “qualified 

tax-exempt obligations” within the meaning of Section 265(b)(3) of the Code, the City makes the 
following factual statements and representations: 
 

(a) the Bonds are not “private activity bonds” as defined in Section 141 of the Code; 
 

(b) the City designates the Bonds as “qualified tax-exempt obligations” for purposes 
of Section 265(b)(3) of the Code; 



 11

 
(c) the reasonably anticipated amount of tax-exempt obligations (other than private 

activity bonds) which will be issued by the City (and all subordinate entities of the City) during 
calendar year 2009 will not exceed $30,000,000; and 
 

(d) not more than $30,000,000 of obligations issued by the City during calendar year 
2009 have been designated for purposes of Section 265(b)(3) of the Code. 
 
Section 6.  Authentication of Transcript.  The officers of the City are hereby authorized and 

directed to furnish to the Purchaser and to bond counsel certified copies of all proceedings relating to the 
issuance of the Bonds and such other certificates and affidavits as maybe required to show the right, 
power and authority of the City to issue the Bonds, and all statements contained in and shown by such 
instruments, including any heretofore furnished, shall constitute representations of the City as to the truth 
of the statements purported to be shown thereby.   

 
Section 7.  Discharge. 
 
7.01. General.  When the liability of the City on all Bonds issued under and secured by this 

resolution has been discharged as provided in this Section 7, all pledges, covenants and other rights 
granted by this resolution to the owners of such obligations shall cease. 

 
7.02. Payment.  The City may discharge its liability with reference to any Bond or installment 

of interest thereon which is due on any date by on or before that date depositing with the Registrar funds 
sufficient, or, if a City officer is the Registrar, mailing to the registered owner of such Bond a check or 
draft in a sum sufficient and providing proceeds available, for the payment thereof in-full, or if any Bond 
or installment of interest thereon shall not be paid when due, the City may nevertheless discharge its 
liability with reference thereto by depositing with the Registrar funds sufficient, or, if a City officer is the 
Registrar, by mailing to the registered owner thereof a check or draft in a sum sufficient and providing 
proceeds available, for the payment thereof in full with interest accrued to the date of such deposit or 
mailing. 

 
7.03. Prepayment.  The City may also discharge its liability with reference to any prepayable 

Bonds which are called for redemption on any date in accordance with their terms by depositing with the 
Registrar on or before that date an amount equal to the principal and interest which are then due thereon; 
provided that notice of such redemption has been duly given as provided in this Resolution. 

 
7.04. Escrow.  The City may also at any time discharge its liability in its entirety with reference 

to the Bonds, subject to the provisions of law now or hereafter authorizing and regulating such action, by 
depositing irrevocably in escrow, with a bank qualified by law as an escrow agent for this purpose, cash 
or securities which are authorized by law to be so deposited, bearing interest payable at such times and at 
such rates and maturing on such dates as shall be required, without reinvestment, to provide funds 
sufficient to pay all principal and interest to become due on all Bonds on or before maturity or, if any 
Bond has been duly called for redemption or notice of such redemption has been irrevocably provided for, 
on or before the designated redemption date. 

 
7.05. Irrevocable Deposits.  If an officer of the City is the Registrar, any deposit made under 

this Section 7 with the Registrar shall be irrevocable and held for the benefit of the owners of the Bonds 
in respect of which such deposits have been made. 
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Section 8.  Continuing Disclosure.  The Purchaser need not comply with the continuing disclosure 
requirements of Rule 15c2-12 promulgated by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934 (the “Rule”), because the Bonds are in a principal amount less than 
$1,000,000.  Consequently, the City will not enter into any undertaking to provide continuing disclosure 
of any kind with respect to the Bonds, however, the City shall provide financial information to the 
Purchaser as the Purchaser reasonably requests.  
 

Section 9.  Repeals and Effective Date. 
 
9.01. Repeal.  All provisions of other resolutions and other actions and proceedings of the City 

and this City Council that are in any way inconsistent with the terms and provisions of this resolution are 
repealed, amended and rescinded to the full extent necessary to give full force and effect to the provisions 
of this resolution.   

 
9.02. Effective Date.  This resolution shall take effect immediately upon its passage and 

adoption by this City Council. 
 

PASSED by the City Council of the City of Billings, Montana, this 27th day of July, 2009. 
 
 
 
  
Mayor 

Attest: 
 
 
  
City Clerk 
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EXHIBIT A 

 

 
UNITED STATES OF AMERICA 

STATE OF MONTANA 
COUNTY OF YELLOWSTONE 

 
CITY OF BILLINGS 

POOLED SPECIAL IMPROVEMENT DISTRICT BONDS 
(SPECIAL IMPROVEMENT DISTRICT NOS. 1372 and 1386) 

SERIES 2009 
 
 
No.  1 $509,000 
 
 

Rate  Maturity  Date of Original Issue 
     

5.28%  July 1, 2024  August 10, 2009 
 
 
REGISTERED OWNER:  WELLS FARGO BROKERAGE SERVICES, LLC 
 
PRINCIPAL AMOUNT:  FIVE HUNDRED NINE THOUSAND DOLLARS 
 

FOR VALUE RECEIVED, the City of Billings, Yellowstone County, Montana (the “City”), will 
pay to the registered owner identified above, or registered assigns, on the maturity date specified above 
the principal amount specified above, solely from the revenues hereinafter specified, as authorized by 
Resolution No. 09-18845, adopted on July 13, 2009 (the “Authorizing Resolution”), and Resolution 
No. 09-_______, adopted on July 27, 2009 (the “Bond Resolution”), all subject to the provisions 
hereinafter described relating to the redemption of this Bond before maturity.  This Bond bears interest at 
the rate per annum specified above from the date of registration of this Bond, as expressed herein, or from 
such later date to which interest hereon has been paid or duly provided for, until the maturity date 
specified above or an earlier date on which this Bond shall have been duly called for redemption by the 
Financial Services Manager.  Interest on this Bond is payable semiannually, commencing January 1, 
2010, on the first day of January and the first day of July in each year, to the owner of record of this Bond 
appearing as such in the bond register as of the close of business on the 15th day (whether or not such is a 
business day) of the immediately preceding month.  Interest on and, upon presentation and surrender 
hereof to Wells Fargo Brokerage Services, LLC, as bond registrar and paying agent (the “Registrar”), the 
principal of this Bond are payable by check or draft of the Registrar, or its successor.  The principal of 
and interest on this Bond are payable in lawful money of the United States of America. 
 

The Bonds are issued pursuant to and in full conformity with the Constitution and laws of the 
State of Montana thereunto enabling, including Montana Code Annotated, Title 7, Chapter 12, Parts 41 
and 42, as amended (the “Act”), to finance the costs of certain local public improvements (collectively, 
the “Improvements”) for the special benefit of property located in Special Improvement District No. 1372 
and 1386 of the City (collectively, the “Districts”).  The Bonds are issuable only as fully registered bonds 
of single maturities in denominations of $5,000 or any integral multiple thereof. 
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This Bond is payable from the collection of a special tax or special assessments levied upon all 
assessable real property within the boundaries of each District, in an aggregate principal amount of not 
less than $509,000, except as such amount may be reduced or increased in accordance with provisions of 
Montana law.  Such special assessments constitute a lien against the assessable real estate within the 
Districts and are to be deposited into the Special Improvement District Nos. 1372 and 1386 Fund of the 
City (the “Debt Service Fund”) and the applicable Principal Subaccount and Interest Subaccount of the 
District Accounts established therein. 
 

The City has also validly established a Special Improvement District Revolving Fund 
(the “Revolving Fund”) to secure the payment of certain of its special improvement district bonds, 
including the Bonds.  The City has also agreed, to the extent permitted by the Act, to issue orders 
annually authorizing loans or advances from the Revolving Fund to Debt Service Fund (Sinking Fund), in 
amounts sufficient to make good any deficiency in the Debt Service Fund to pay principal of or interest 
on the Bonds to the extent that funds are available in the Revolving Fund, and to provide funds for the 
Revolving Fund by annually making a tax levy or loan from its general fund in an amount sufficient for 
that purpose, subject to the limitation that no such tax levy or loan may in any year cause the balance in 
the Revolving Fund to exceed five percent of the principal amount of the City’s then outstanding special 
improvement district bonds secured thereby and the durational limitations specified in the Act.  The City 
has also agreed levy the property tax described in the immediately preceding sentence to provide funds 
for the Revolving Fund so long as any Bonds are outstanding to the extent required under the provisions 
of this Resolution and the Act, even though such property tax levy may, under applicable law (including 
SB 184, adopted by the Montana Legislature in 1999) or provisions of the home rule charter of the City, 
require that property tax levies of the City for other purposes be reduced correspondingly.  In addition, the 
City has covenanted to comply with the requirements of the Code and the Regulations in order that the 
Revolving Fund comply and continue to qualify as “reasonably required” debt service reserve fund for the 
Bonds. 
 

The Bonds are subject to mandatory redemption in order of stated maturities and within a stated 
maturity in $5,000 principal amounts selected by lot or other manner deemed fair by the Registrar on any 
Payment Date if, after paying all principal and interest then due on the Bonds, there are funds to the credit 
of the Debt Service Fund, from the prepayment of special assessments levied in the Districts or from 
surplus proceeds of the Bonds not required to pay costs of the Improvements, for the redemption thereof, 
and in the manner provided for the redemption of the same.  The Bonds are subject to redemption, at the 
option of the City, from other sources of funds available therefor on July 1, 2014 or any date thereafter.  
The redemption price is equal to the principal amount of the Bonds or portions thereof to be redeemed 
plus interest accrued thereon to the date of redemption.  The date of redemption of Bonds and principal 
amount of Bonds to be redeemed shall be fixed by the Financial Services Manager, who shall give notice 
thereof to the Registrar forty-five (45) days in advance in order for the Registrar to give notice, by first 
class mail, postage prepaid, or by other means required by the securities depository, to the owner or 
owners of such Bonds at their addresses shown on the Bond register, of the Bonds or portions thereof to 
be redeemed and the date on which payment will be made, which date shall not be less than thirty (30) 
days after the date of mailing of notice, on which date so fixed interest shall cease.  On the date so fixed, 
interest on the Bonds or portions thereof so redeemed shall cease to accrue.  Upon partial redemption of 
any Bond, a new Bond or Bonds will be delivered to the registered owner without charge, representing 
the remaining principal amount outstanding. 

 
As provided in the Bond Resolution and subject to certain limitations set forth therein, this Bond 

is transferable upon the books of the City at the operations center of the Registrar, by the registered owner 
hereof in person or by his attorney duly authorized in writing upon surrender hereof together with a 
written instrument of transfer satisfactory to the Registrar, duly executed by the registered owner or his 
attorney, and may also be surrendered in exchange for Bonds of other authorized denominations.  Upon 
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such transfer or exchange, the City will cause a new Bond or Bonds to be issued in the name of the 
transferee or registered owner, of the same aggregate principal amount, bearing interest at the same rate 
and maturing on the same date, subject to reimbursement for any tax, fee or governmental charge required 
to be paid with respect to such transfer or exchange. 

 
The City and the Registrar may deem and treat the person in whose name this Bond is registered 

as the absolute owner hereof, whether this Bond is overdue or not, for the purpose of receiving payment 
and for all other purposes, and neither the City nor the Registrar shall be affected by any notice to the 
contrary. 

 
The City has designated this Bond as a “qualified tax-exempt obligation” for purposes of Section 

265(b)(3) of the Internal Revenue Code of 1986, as amended. 
 
IT IS HEREBY CERTIFIED, RECITED, COVENANTED AND AGREED that all things 

required to be done precedent to the issuance of this Bond have been properly done, happened and been 
performed in the manner prescribed by the laws of the State of Montana and the resolutions and 
ordinances of the City of Billings, Montana, relating to the issuance thereof; and that the opinion attached 
hereto is a true copy of the legal opinion given by Bond Counsel with reference to the Bonds, dated the 
date of original issuance and delivery of the Bonds. 

 
This Bond shall not be valid or become obligatory for any purpose or be entitled to any security 

or benefit under the Bond Resolution until the Certificate of Authentication and Registration herein shall 
have been executed by the Registrar by the manual signature of one of its authorized representatives. 

 
 
 
 
 

(The remainder of this page is intentionally left blank.) 
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IN WITNESS WHEREOF, the City of Billings, Yellowstone County, Montana, by its City 
Council, has caused this Bond to be executed by the facsimile signatures of the Mayor and the City Clerk, 
and by a facsimile of the official seal of the City. 

 
CITY OF BILLINGS, MONTANA 

Dated:  August 10, 2009 
 
 

(SEAL) 
By  (facsimile signature)  

Mayor 
 
 
By  (facsimile signature)  

Financial Services Manager 
 
 
By  (facsimile signature)  

City Clerk 
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PROVISIONS AS TO REGISTRATION 
 
 
 The ownership of the unpaid principal balance of this Bond and the interest accruing thereon is 
registered on the books of Wells Fargo Brokerage Services, LLC, in the name of the registered holder last 
noted below. 
 
 

Date of 
Registration 

 Name and Address of 
Registered Holder 

 Signature of Purchaser 
as Bond Registrar 

     
August 10, 2009 

 
 Wells Fargo Brokerage Services, 

LLC 
608 Second Avenue South, 10th 
Floor 
MAC 9303-095 
Minneapolis MN 55479 
Attention:  Public Finance 
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SCHEDULE A 
 

Mandatory Sinking Fund Redemption Schedule 
 

S.I.D.  Bond  
City of 
Billings   Exhibit A

        

  Costs Funded 
Payment 

Rate 
30 

Payments 
Level 

Payment Closing Fees 
Average 

Life 
  $509,000.00  5.28% 2 per year $24,636.97  $0.00  8.56 years 

      
5.280% 

Rate Fctr=.048403   
 103 

months 

      
Commencement: Aug 10, 

2009     
      Closing Date: Aug 10, 2009     
        

 

Pmt Total 
Payment Due 

Interest 
Payment 

Due 

Principal 
Payment 

Due 

After 
Payment 
Principal 
Balance 

After 
Payment 

Termination 
Value 

Payment 
Due Date 

   $0.00    $0.00 $509,000.00   
Aug 10, 

2009
 1 $24,636.97  $10,526.12 $14,110.85 $494,889.15 $494,889.14  Jan 1, 2010
 2 $24,636.97  $13,065.07 $11,571.90 $483,317.24 $483,317.24  Jul 1, 2010
 3 $24,636.97  $12,759.58 $11,877.40 $471,439.84 $471,439.84  Jan 1, 2011
 4 $24,636.97  $12,446.01 $12,190.96 $459,248.88 $459,248.88  Jul 1, 2011
 5 $24,636.97  $12,124.17 $12,512.80 $446,736.08 $446,736.08  Jan 1, 2012
 6 $24,636.97  $11,793.83 $12,843.14 $433,892.94 $433,892.93  Jul 1, 2012
 7 $24,636.97  $11,454.77 $13,182.20 $420,710.73 $420,710.73  Jan 1, 2013
 8 $24,636.97  $11,106.76 $13,530.21 $407,180.52 $407,180.52  Jul 1, 2013
 9 $24,636.97  $10,749.57 $13,887.41 $393,293.11 $393,293.11  Jan 1, 2014
 10 $24,636.97  $10,382.94 $14,254.04 $379,039.08 $379,039.08  Jul 1, 2014
 11 $24,636.97  $10,006.63 $14,630.34 $364,408.73 $364,408.73  Jan 1, 2015
 12 $24,636.97  $9,620.39 $15,016.58 $349,392.15 $349,392.15  Jul 1, 2015
 13 $24,636.97  $9,223.95 $15,413.02 $333,979.13 $333,979.13  Jan 1, 2016
 14 $24,636.97  $8,817.05 $15,819.93 $318,159.20 $318,159.20  Jul 1, 2016
 15 $24,636.97  $8,399.40 $16,237.57 $301,921.63 $301,921.63  Jan 1, 2017
 16 $24,636.97  $7,970.73 $16,666.24 $285,255.39 $285,255.39  Jul 1, 2017
 17 $24,636.97  $7,530.74 $17,106.23 $268,149.16 $268,149.15  Jan 1, 2018
 18 $24,636.97  $7,079.14 $17,557.84 $250,591.32 $250,591.32  Jul 1, 2018
 19 $24,636.97  $6,615.61 $18,021.36 $232,569.95 $232,569.95  Jan 1, 2019
 20 $24,636.97  $6,139.85 $18,497.13 $214,072.83 $214,072.82  Jul 1, 2019
 21 $24,636.97  $5,651.52 $18,985.45 $195,087.37 $195,087.37  Jan 1, 2020
 22 $24,636.97  $5,150.31 $19,486.67 $175,600.71 $175,600.70  Jul 1, 2020
 23 $24,636.97  $4,635.86 $20,001.12 $155,599.59 $155,599.59  Jan 1, 2021
 24 $24,636.97  $4,107.83 $20,529.15 $135,070.45 $135,070.44  Jul 1, 2021
 25 $24,636.97  $3,565.86 $21,071.11 $113,999.33 $113,999.33  Jan 1, 2022
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 26 $24,636.97  $3,009.58 $21,627.39 $92,371.94 $92,371.94  Jul 1, 2022
 27 $24,636.97  $2,438.62 $22,198.36 $70,173.58 $70,173.58  Jan 1, 2023
 28 $24,636.97  $1,852.58 $22,784.39 $47,389.19 $47,389.19  Jul 1, 2023
 29 $24,636.97  $1,251.07 $23,385.90 $24,003.29 $24,003.29  Jan 1, 2024
 30 $24,636.97  $633.69 $24,003.29 $0.00 $1.00  Jul 1, 2024

 
BL240-6 (BWJ) 
352720v.3 
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AGENDA ITEM:  3B 
 
 

 

 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009  
 

 
TITLE: SID 1386 East & West MacDonald Drive – Construction Bid 

Award 

DEPARTMENT: Public Works/Engineering 

PRESENTED BY: David D. Mumford, PE, Public Works Director 

 
PROBLEM/ISSUE STATEMENT:  Bids were received and evaluated for SID 1386 on 
June 23, 2009.  The project was delayed on the July 13 Council Meeting until bonds were 
sold.  This project consists of street improvements to East and West MacDonald Drive. 
 
ALTERNATIVES ANALYZED:   

1. Award SID 1386 to JEM Contracting in the amount of $241,632.50; or 
2. Reject all bids and do not award SID 1386 

 
FINANCIAL IMPACT:  Six bids were received for this project; the four lowest are 
shown below: 
 
Project Costs           Bids    
Engineer’s Estimate    $ 310,150.00    
JEM Contracting    $ 241,632.50 
CMG Construction    $ 279,925.00 
Winkler Excavating     $ 295,763.00 
HL Ostermiller    $ 303,577.50 
 
SID 1386 Funding Available     
   SID Construction Assessments with Contingency  $ 226,137.00 
   Storm Drain Funds       $ 34,000.00  
   Gas Tax Funds       $ 166,500.00 
Contract Amount (This Memo)  $(241,632.50)             

Remaining Funds   $ 185,004.50 
 
Remaining funds for this project shall be used for construction administration, staking, 
and change orders.   
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RECOMMENDATION 
Staff recommends that Council award JEM Contracting’s bid for SID 1386 in the amount 
of $241,632.50. 
 
Approved By: City Administrator  ____ City Attorney  ___ 
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 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
SUBJECT: Resolution Relating to Revenue Bonds for the 2008 and 2009 

Wastewater Replacement Projects; Authorizing the Issuance and 
Fixing the Terms and Conditions of the Bonds  

DEPARTMENT: Administration-Finance Division 

PRESENTED BY: Patrick M. Weber, Financial Services Manager 

 
PROBLEM/ISSUE STATEMENT: On March 9, 2009, the council authorized the 
issuance of Department of Natural Resources and Conservation (DNRC) loans which will 
be represented and secured by revenue bonds to pay for the cost of construction for the 2008 
and 2009 wastewater replacement projects.  The City of Billings projects were selected to 
receive the American Recovery and Reinvestment Act (ARRA) funding for a portion of the 
loans.  
This resolutions authorizes the issuance and fixes the terms and conditions of the bonds.  
FINANCIAL IMPACT: The wastewater loan of $6,137,000 consists of three parts.  Upon 
completion of the ARRA program requirements, $390,700 of the loan will be forgiven.   A 
reduced interest of 1.75% will be applied to $359,300 of the loan. The remaining amount of 
the loan, $5,387,000 will be issued at a rate of 3.75% per annum payable over 20 years.    
 
RECOMMENDATION 
 
It is recommended that the City Council approve the attached resolution. 
 
Approved By: City Administrator ____ City Attorney  ___ 
 
 
ATTACHMENT 
A – Wastewater resolution prepared by Dorsey & Whitney 
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CERTIFICATE AS TO RESOLUTION AND ADOPTING VOTE 

I, the undersigned, being the duly qualified and acting recording officer of the 

City of Billings, Montana (the “City”), hereby certify that the attached resolution is a true 

copy of Resolution No.   entitled:  “RESOLUTION RELATING TO $6,137,000 

SEWER SYSTEM REVENUE BONDS (DNRC WATER POLLUTION CONTROL 

STATE REVOLVING LOAN PROGRAM), CONSISTING OF $390,700 

SUBORDINATE LIEN TAXABLE SERIES 2009A BOND, $359,300 SERIES 2009B 

BOND, AND $5,387,000 SERIES 2009C BOND; AUTHORIZING THE ISSUANCE 

AND FIXING THE TERMS AND CONDITIONS THEREOF” (the “Resolution”), on 

file in the original records of the City in my legal custody; that the Resolution was duly 

adopted by the City Council of the City at a regular meeting on July 27, 2009, and that 

the meeting was duly held by the City Council and was attended throughout by a quorum, 

pursuant to call and notice of such meeting given as required by law; and that the 

Resolution has not as of the date hereof been amended or repealed.   

I further certify that, upon vote being taken on the Resolution at said meeting, the 

following Council Members voted in favor thereof:       

       ; voted against the same:   

    ; abstained from voting thereon:     

 ; or were absent:     . 

WITNESS my hand officially this _____ day of July, 2009. 

 

 ____________________________________ 
  City Clerk 

 



  

 
 
 

SUPPLEMENTAL RESOLUTION 
Relating to 
$6,137,000  

SEWER SYSTEM REVENUE BONDS 
(DNRC WATER POLLUTION CONTROL STATE REVOLVING LOAN PROGRAM) 

CONSISTING OF  
$390,700 SUBORDINATE LIEN TAXABLE SERIES 2009A BOND, 

$359,300 SERIES 2009B BOND, 
AND 

$5,387,000 SERIES 2009C BOND 
 

CITY OF BILLINGS, MONTANA 
 

Adopted: July 27, 2009 
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RESOLUTION NO.    

RESOLUTION RELATING TO $6,137,000 SEWER SYSTEM 
REVENUE BONDS (DNRC WATER POLLUTION CONTROL 
STATE REVOLVING LOAN PROGRAM), CONSISTING OF 
$390,700 SUBORDINATE LIEN TAXABLE SERIES 2009A 
BOND, $359,300 SERIES 2009B BOND, AND $5,387,000 
SERIES 2009C BOND; AUTHORIZING THE ISSUANCE AND 
FIXING THE TERMS AND CONDITIONS THEREOF 

WHEREAS, pursuant to the Water Pollution Control State Revolving Fund Act, Montana 
Code Annotated, Title 75, Chapter 5, Part 11, as amended (the “State Act”), the State of Montana 
(the “State”) has established a revolving loan program (the “Program”) to be administered by the 
Department of Natural Resources and Conservation of the State of Montana, an agency of the 
State (the “DNRC”), and by the Department of Environmental Quality of the State of Montana, 
an agency of the State (the “DEQ”), and has provided that a water pollution control state 
revolving fund (the “Revolving Fund”) be created within the state treasury and all federal, state 
and other funds for use in the Program be deposited into the Revolving Fund, including, but not 
limited to, all federal grants for capitalization of a state water pollution control revolving fund 
under the Federal Water Pollution Control Act (also known as the Clean Water Act) (the “Clean 
Water Act”), all repayments of assistance awarded from the Revolving Fund, interest on 
investments made on money in the Revolving Fund and payments of principal of and interest on 
loans made from the Revolving Fund; and 

WHEREAS, the State Act provides that funds from the Program shall be disbursed and 
administered for the purposes set forth in the Clean Water Act and according to rules adopted by 
the DEQ and the DNRC; and 

WHEREAS, one-time funding has been made available to the Program under the 
American Recovery and Reinvestment Act of 2009, Pub. L. No. 111-5 (2009) (“ARRA”), a 
portion of which funding may be disbursed to eligible borrowers for eligible projects, upon 
satisfaction of certain terms and conditions specified in ARRA, Program documents, and herein; 
and 

WHEREAS, the City of Billings, Yellowstone County, Montana (the “Borrower”) has 
applied to the DNRC for the 2009 Loans (as hereinafter defined) from the Revolving Fund to 
enable the Borrower to finance, refinance or reimburse itself for the costs of the 2009 Project (as 
hereinafter defined) which will carry out the purposes of the Clean Water Act and be 
implemented in accordance with ARRA; and  

WHEREAS, the Borrower is authorized under applicable laws, ordinances and 
regulations to adopt this Resolution and to issue the Series 2009 Bonds (as hereinafter defined) 
to evidence the 2009 Loans (as hereinafter defined) for the purposes set forth herein; and 

WHEREAS, the DNRC will fund the 2009A Loan (as hereinafter defined) and the 2009B 
Loan (as hereinafter defined) with funds provided by the United States Environmental Protection 
Agency under ARRA, [and will fund the 2009C Loan in part, directly or indirectly, with 
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proceeds of State Bonds (as hereinafter defined) and in part, directly or indirectly, with funds 
provided by the EPA under the Clean Water Act.] 

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY 
OF BILLINGS, MONTANA, AS FOLLOWS: 

K.  
 

DEFINITIONS, RULES OF CONSTRUCTION AND APPENDICES 

Definitions.  Unless a different meaning clearly appears from the context, terms used 
with initial capital letters but undefined in this Supplemental Resolution shall have the meanings 
given them in the Original Resolution (as amended by Article XII below), the Indenture, in 
Article XII below, or as follows: 

“Accountant” or “Accountants” means an independent certified public accountant or a 
firm of independent certified public accountants satisfactory to the DNRC. 

“Acquisition and Construction Account” means the Series 2009 Acquisition and 
Construction Account created in the Sewer System Fund pursuant to Section 8.7 of this 
Supplemental Resolution. 

“Act” means Montana Code Annotated, Title 7, Chapter 7, Parts 44 and 45, as amended, 
which authorizes the Borrower to own and operate the System, to undertake the 2009 Project and 
to issue the Series 2009 Bonds to finance costs of the 2009 Project. 

“Additional Bonds” means any Bonds issued pursuant to Section 10.3 of the Original 
Resolution. 

“Administrative Expense Surcharge” means, when applicable as provided by this 
Resolution, a surcharge equal to seventy-five hundredths of one percent (0.75%) per annum on 
the outstanding principal amount of the 2009 Loans, payable by the Borrower on a Payment 
Date. 

 “ARRA” means the American Recovery and Reinvestment Act of 2009, Pub. L. No. 
111-5 (2009), and all regulations, rules, and interpretations issued by the EPA thereunder. 

“ARRA Bonds” means, collectively, the Series 2009A Bond and the Series 2009B Bond. 

“ARRA Certificate and Request” means the certificate and request attached hereto in the 
form of the attached Appendix D to be completed, executed and delivered by the Borrower to the 
DNRC pursuant to Section 5.12. 

“Authorized DNRC Officer” means the Director of the DNRC or his or her designee. 

“Bond Counsel” means any Counsel nationally recognized as experienced in matters 
relating to the issuance by states or political subdivisions of tax-exempt obligations selected by 
the Borrower and acceptable to the DNRC. 
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“Bonds” means the Series 2005 Bond, the Series 2009B Bond, the Series 2009C Bond, 
and any Additional Bonds; “Bonds” does not include the Series 2009A Bond. 

“Business Day” means any day which is not a Saturday or Sunday, a legal holiday in the 
State or a day on which banks in Montana are authorized or required by law to close. 

“City” means the City of Billings, Montana and its permitted successors or assigns 
hereunder. 

“Closing” means the date of delivery of the Series 2009 Bonds to the DNRC. 

“Collateral Documents” means any security agreement, guaranty or other document or 
agreement delivered to the DNRC securing the obligations of the Borrower under this 
Supplemental Resolution and the Series 2009 Bonds.  If no Collateral Documents secure such 
obligations, any reference to Collateral Documents in this Supplemental Resolution shall be 
without effect. 

“Committed Amount” means the amount of the 2009 Loans committed to be lent by the 
DNRC to the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such amount 
may be reduced pursuant to Sections 3.2 and 3.4 of this Supplemental Resolution. 

“Construction Contract” means the binding contract for construction of the 2009 Project 
entered into between the Borrower and the construction contractor in compliance with all laws of 
the State, including those regarding the construction of public projects. 

“Consultant” means a nationally recognized consultant or firm of consultants, or an 
independent engineer or firm of independent engineers, or an Accountant, which in any case is 
qualified and has skill and experience in the preparation of financial feasibility studies or 
projections for facilities similar to the System or the 2009 Project, selected by the Borrower and 
satisfactory to the DNRC. 

“Council” means the City Council of the City of Billings, Montana. 

“Counsel” means an attorney duly admitted to practice law before the highest court of 
any state and satisfactory to the DNRC. 

“Debt” means, without duplication, (1) indebtedness of the Borrower for borrowed 
money or for the deferred purchase price of property or services; (2) the obligation of the 
Borrower as lessee under leases which should be recorded as capital leases under generally 
accepted accounting principles; and (3) obligations of the Borrower under direct or indirect 
guarantees in respect of, and obligations (contingent or otherwise) to purchase or otherwise 
acquire, or otherwise to assure a creditor against loss in respect of, indebtedness or obligations of 
others of the kinds referred to in clause (1) or (2) above. 

“DEQ” means the Department of Environmental Quality of the State of Montana, an 
agency of the State, or any successor to its powers, duties and obligations under the State Act or 
the EPA Agreements. 
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“DNRC” means the Department of Natural Resources and Conservation of the State of 
Montana, an agency of the State, and any successor to its powers, duties and obligations under 
the State Act. 

“DNRC Forgiveness Statement” means a written statement delivered to the Borrower by 
the DNRC that the Borrower’s obligation to repay the principal of the Series 2009A Bond is 
forgiven. 

“DNRC Noncompliance Statement” means a written statement delivered to the Borrower 
by the DNRC that the Borrower’s obligation to repay the principal of the Series 2009A Bond is 
not forgiven. 

“DNRC Statement” means a DNRC Forgiveness Statement or a DNRC Noncompliance 
Statement. 

“EPA” means the Environmental Protection Agency, an agency of the United States of 
America, and any successor to its functions under the Clean Water Act. 

“EPA Agreements” means all capitalization grant agreements and other written 
agreements between the DEQ, DNRC and the EPA concerning the Program. 

“EPA Capitalization Grant” means a grant of funds to the State by the EPA under Title 
VI of the Clean Water Act and any grant made available by the EPA for deposit in the Revolving 
Fund pursuant to Section 205(m) of the Clean Water Act. 

“Estimated Completion Date” means June 30, 2010, the date by which it is estimated by 
the Borrower that the 2009 Project will be substantially completed. 

“Fund” means the Sewer System Fund established pursuant to Section 11.1 of the 
Original Resolution. 

“Green Infrastructure” means the portion of the 2009 Project that addresses green 
infrastructure, water or energy efficiency improvements, or other environmentally innovative 
activities, as described more particularly in ARRA and EPA policies or guidelines. 

“Governmental Unit” means governmental unit as such term is used in Section 145(a) of 
the Code. 

“Indenture” means the Indenture of Trust, dated as of May 1, 1998, between the Board of 
Examiners of the State and the Trustee, as such may be supplemented or amended from time to 
time in accordance with the provisions thereof, pursuant to which, among other things, the State 
Bonds are to be or have been issued. 

“Loan Loss Reserve Surcharge” means, when applicable as provided by this Resolution, 
a surcharge equal to seventy-five hundredths of one percent (1.00%) per annum on the 
outstanding principal amount of the 2009 Loans, payable by the Borrower on a Payment Date. 
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“Loan Repayments” means periodic installments of principal and interest (including any 
applicable Administrative Expense Surcharge and Loan Loss Reserve Surcharge as provided in 
this Resolution) by Borrower in repayment of the Series 2009B Bond and Series 2009C Bond, 
and if the DNRC delivers a DNRC Noncompliance Statement, of the Series 2009A Bond, at the 
rates and times specified in Article V. 

“Operating Account” means the account created in the Sewer System Fund pursuant to 
Section 11.3 of the Original Resolution. 

“Original Resolution” means Resolution No. 05-18326 of the City adopted on August 22, 
2005, as amended and supplemented by Resolution No. 08-18738, adopted on July 28, 2008. 

 “Payment Date” means the date on which a payment of interest or principal and interest 
on the Bonds or the Series 2009A Bond is due. 

“Program” means the Water Pollution Control State Revolving Fund Program established 
by the State Act. 

“Project” means an improvement, betterment, reconstruction or extension of the System, 
including the 2005 Project and the 2009 Project. 

“Public Entity” means a State agency, city, town, municipality, irrigation district, county 
water and sewer district, a soil conservation district or other public body established by State law 
or an Indian tribe that has a federally recognized governing body carrying out substantial 
governmental duties and powers over any area. 

“Regulations” means the Treasury Department, Income Tax Regulations, as amended or 
any successor regulation thereto, promulgated under the Code or otherwise applicable to the 
Series 2009 Bonds. 

“Replacement and Depreciation Account” means the Account created in the Sewer 
System Fund pursuant to Section 11.6 of the Original Resolution. 

“Reserve Account” means the account created in the Sewer System Fund pursuant to 
Section 11.5 of the Original Resolution. 

“Reserve Requirement” means, as of the date of calculation, an amount equal to the 
maximum principal of and interest payable on outstanding Bonds in the current or any future 
fiscal year (giving effect to mandatory sinking fund redemption, if any). 

“Resolution” means the Original Resolution, as amended and supplemented by this 
Supplemental Resolution and other supplemental resolutions. 

“Revenue Bond Account” means the account created in the Sewer System Fund pursuant 
to Section 11.4 of the Original Resolution. 
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“Series 2005 Bond” means the $4,515,000 Sewer System Revenue Bond (DNRC Water 
Pollution Control State Revolving Loan Program), Series 2005, issued by the Borrower, in the 
original principal amount of $4,515,000 pursuant to the Resolution as then in effect. 

“Series 2008 Bond” means the Sewer System Revenue Bond (DNRC Revolving Loan 
Program), Series 2008, issued by the Borrower, in the original principal amount of $7,400,000 
pursuant to the Resolution as then in effect. 

“Series 2009 Bonds” means, collectively, the Series 2009A Bond, the Series 2009B 
Bond, and the Series 2009C Bond. 

“Series 2009A Bond” means the $390,700 Subordinate Lien Sewer System Revenue 
Bond (DNRC Water Pollution Control State Revolving Loan Program), Taxable Series 2009A, 
issued to the DNRC to evidence the 2009A Loan. 

“Series 2009B Bond” means the $359,300 Sewer System Revenue Bond (DNRC Water 
Pollution Control State Revolving Loan Program), Series 2009B, issued to the DNRC to 
evidence the 2009B Loan. 

“Series 2009C Bond” means the $5,387,000 Sewer System Revenue Bond (DNRC Water 
Pollution Control State Revolving Loan Program), Series 2009C, issued to the DNRC to 
evidence the 2009C Loan. 

“Sewer Debt” means all Bonds and any other Debt incurred to acquire, construct, extend, 
improve, add to or otherwise pay expenses of or related to the System, without regard to the 
source of payment and security for such Debt (i.e., without regard to whether it is general 
obligation or revenue Debt). 

“Sewer Revenues” means revenues (gross or net) received by the Borrower from or in 
connection with the operation of the System. 

“Sewer System Fund” means the fund created by Section 11.1 of the Original Resolution. 

“State” means the State of Montana. 

“State Bonds” means the State’s General Obligation Bonds (Water Pollution Control 
State Revolving Fund Program), issued or to be issued pursuant to the Indenture. 

“State Act” means Montana Code Annotated, Title 75, Chapter 5, Part 11, as amended 
from time to time. 

“Supplemental Resolution” means this Resolution No. ______ of the Borrower adopted 
on July 27, 2009. 

“Surplus Account” means the account created in the Sewer System Fund pursuant to 
Section 11.7 of the Original Resolution. 
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“Surplus Net Revenues” shall mean that portion of the Net Revenues in excess of the 
current requirements of the Operating Account, the Revenue Bond Account and the Reserve 
Account. 

“System” means the existing sewer system of the Borrower and all extensions, 
improvements and betterments thereof hereafter constructed and acquired, including, without 
limitation, the 2009 Project. 

“Trustee” means U.S. Bank National Association, in Seattle, Washington, or any 
successor trustee under the Indenture. 

“2009A Committed Amount” means the amount of the 2009A Loan committed to be lent 
by the DNRC to the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such 
amount may be reduced pursuant to Section 3.2 and Section 3.4 of this Supplemental Resolution. 

“2009B Committed Amount” means the amount of the 2009B Loan committed to be lent 
by the DNRC to the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such 
amount may be reduced pursuant to Section 3.2 and Section 3.4 of this Supplemental Resolution. 

“2009C Committed Amount” means the amount of the 2009C Loan committed to be lent 
by the DNRC to the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such 
amount may be reduced pursuant to Section 3.2 and Section 3.4 of this Supplemental Resolution. 

“2009B First Advance” means the first advance of funds of the Loan from the proceeds 
of the 2009B Loan by the DNRC to the Borrower in the amount of $__________. 

“2009C First Advance” means the first advance of funds of the 2009C Loan by the 
DNRC to the Borrower. 

“2009 Loans” or “Loan” means, collectively, the 2009A Loan, 2009B Loan, and the 
2009C Loan made to the Borrower by the DNRC pursuant to the Program in the maximum 
amount of the Committed Amount to provide funds to pay all or a portion of the costs of the 
2009 Project and to pay costs of issuance of the Series 2009 Bonds. 

“2009A Loan” means the loan made to the Borrower by the DNRC pursuant to the 
Program in the maximum amount of the 2009A Committed Amount to provide funds to pay a 
portion of the costs of the 2009 Project payable under the Program and to pay costs of issuance. 

“2009B Loan” means the loan made to the Borrower by the DNRC pursuant to the 
Program in the maximum amount of the 2009B Committed Amount to provide funds to pay a 
portion of the costs of the 2009 Project payable under the Program and to pay costs of issuance. 

“2009C Loan” means the loan made to the Borrower by the DNRC pursuant to the 
Program in the maximum amount of the 2009C Committed Amount to provide funds to pay a 
portion of the costs of the 2009 Project payable under the Program and to pay costs of issuance. 
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“2009 Project” means the designing and engineering of the facilities, improvements and 
activities financed, refinanced or the cost of which is being reimbursed to the Borrower with 
proceeds of the 2009 Loans, described in Appendix A hereto. 

“2009 Project Readiness Date” means a date that is no later than November 1, 2009. 

“Undisbursed Committed Amount” means any undisbursed Committed Amount which is 
not required to pay costs of the 2009 Project upon completion thereof as provided in Section 3 of 
this Supplemental Resolution. 

Other Rules of Construction.  For all purposes of this Supplemental Resolution, except 
where the context clearly indicates otherwise: 

All accounting terms not otherwise defined herein have the meanings assigned to them in 
accordance with generally accepted government accounting standards. 

Terms in the singular include the plural and vice versa. 

All references to time shall refer to Helena, Montana time, unless otherwise provided herein. 

All references to mail shall refer to first-class mail postage prepaid. 

Words of the masculine gender shall be deemed and construed to include correlative words 
of the feminine and neuter genders. 

“Or” is not exclusive, but is intended to permit or encompass one, more or all of the 
alternatives conjoined. 

Appendices.  Attached to this Supplemental Resolution and hereby made a part hereof are 
the following Appendices: 

Appendix A:  a description of the 2009 Project; 

Appendix B-1:  the form of the Series 2009A Bond; 

Appendix B-2:  the form of the Series 2009B Bond;  

Appendix B-3:  the form of the Series 2009C Bond;  

Appendix C:  additional agreements and representations of the Borrower; and 

Appendix D:  ARRA Certificate and Request. 

L.  
 

AUTHORIZATION, FINDINGS, REPRESENTATIONS AND COVENANTS 

Authorization and Findings. 
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Authorization.  Under the provisions of the Act, the Borrower is authorized to issue and sell 
its revenue bonds payable during a term not exceeding forty years from their date of issue, to 
provide funds for the reconstruction, improvement, betterment and extension of the System or to 
refund its revenue bonds issued for such purpose; provided that the bonds and the interest thereon 
are to be payable solely out of the net income and revenues to be derived from rates, fees and 
charges for the services, facilities and commodities furnished by the undertaking, and are not to 
create any obligation for the payment of which taxes may be levied except to pay for services 
provided by the undertaking to the Borrower. 

The System.  The Borrower, pursuant to the Act and other laws of the State has established 
and presently owns and operates the System. 

The 2009 Project.  After investigation of the facts and as authorized by the Act, this Council 
has determined it to be necessary and desirable and in the best interests of the Borrower to acquire 
and construct the 2009 Project. 

Outstanding Bonds.  Pursuant to the Act and the Original Resolution, the Borrower has 
issued, and has outstanding, its Series 2005 Bond and Series 2008 Bond.  The Series 2005 Bond and 
the Series 2008 Bond are payable from Net Revenues of the System, and no other bonds or 
indebtedness are outstanding that are payable from or secured by revenues of the System.  

Additional Bonds.  The Borrower reserved the right under Section 10.3 of the Original 
Resolution to issue Additional Bonds to finance the cost or estimated cost of providing any 
improvement, extension or rehabilitation of the System; provided that if the Additional Bonds are 
issued to complete a project, a certificate is to be signed by the Mayor and City Clerk or either of 
them stating that on the date of issuance of such Additional Bonds Net Revenues of the System 
meet the requirements set forth in Section 10.3 of the Original Resolution.  Based on a certificate 
executed or to be executed by the Mayor and City Clerk or either of them, it is hereby determined 
that the Borrower is authorized to issue the Series 2009A Bond in the maximum principal amount 
of $390,700, the Series 2009B Bond in the maximum principal amount of $359,300 and the Series 
2009C Bond in the maximum principal amount of $5,387,000 pursuant to Section 10.3 of the 
Original Resolution, as amended hereby, with the Series 2009B Bond and the Series 2009C Bond 
payable from and secured by the Net Revenues on a parity with the outstanding Series 2005 Bond.  
For purposes of the foregoing certificate, principal of and interest on the 2009A Loan are 
disregarded and interest on the Series 2009B Bonds is assumed to be 1.75%.  The Borrower 
acknowledges and agrees that if it fails to deliver timely an acceptable ARRA Certificate and 
Request as provided in Section 5.1 of this Supplemental Resolution as determined in the sole and 
complete discretion of the DNRC, then principal and interest and surcharges will become due and 
owing on the Series 2009A Bond and the Series 2009B Bond as provided in Section 5.1 of this 
Supplemental Resolution, and the Borrower shall thereupon, to the extent required by Section 6.7 of 
the Original Resolution, as amended hereby, adjust its schedule of fees, rates, and charges 
applicable to the System to cause Net Revenues and Surplus Net Revenues to be produced in an 
amount at least equal to that required by this Resolution. 

The total cost of the 2009 Project and costs of issuance and funding the reserve is estimated 
to be $6,137,000, which will be paid from proceeds of the Series 2009 Bonds.  The Borrower 
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covenants with the DNRC that from and after the 2009B First Advance it will spend the Committed 
Amount on costs of the 2009 Project before applying its own funds to costs of the 2009 Project. 

Representations.  The Borrower represents as follows: 

Organization and Authority.  The Borrower: 

is duly organized and validly existing as a municipal corporation of the State; 

has all requisite power and authority and all necessary licenses and permits 
required as of the date hereof to own and operate the System and to carry on its current 
activities with respect to the System, to adopt this Supplemental Resolution and to enter 
into the Collateral Documents and to issue the Series 2009 Bonds and to carry out and 
consummate all transactions contemplated by the Supplemental Resolution, the Series 
2009 Bonds and the Collateral Documents; 

is a Governmental Unit and a Public Entity; and 

has taken all proper action to authorize the execution, delivery and performance 
of its obligations under this Supplemental Resolution, the Series 2009 Bonds and the 
Collateral Documents and the incurrence of the Debt evidenced by the Series 2009 Bonds 
in the maximum amount of the Committed Amount. 

Litigation.  There is no litigation or proceeding pending, or to the knowledge of the 
Borrower threatened, against or affecting the Borrower in any court or before or by any 
governmental authority or arbitration board or tribunal that, if adversely determined, would 
materially and adversely affect the existence, corporate or otherwise, of the Borrower, or the ability 
of the Borrower to make all payments and otherwise perform its obligations under the Resolution, 
the Series 2009 Bonds and the Collateral Documents, or the financial condition of the Borrower, or 
the transactions contemplated by the Resolution, the Series 2009 Bonds and the Collateral 
Documents or the validity and enforceability of the Resolution, the Series 2009 Bonds and the 
Collateral Documents.  No referendum petition has been filed with respect to any resolution or other 
action of the Borrower relating to the 2009 Project, the Series 2009 Bonds or any Collateral 
Documents and the period for filing any such petition will have expired before issuance of the 
Series 2009 Bonds. 

Borrowing Legal and Authorized.  The adoption of this Supplemental Resolution, the 
execution and delivery of the Series 2009 Bonds and the Collateral Documents and the 
consummation of the transactions provided for in this Supplemental Resolution, the Series 2009 
Bonds and the Collateral Documents and compliance by the Borrower with the provisions of the 
Resolution, the Series 2009 Bonds and the Collateral Documents: 

are within the powers of the Borrower and have been duly authorized by all 
necessary action on the part of the Borrower; and 

do not and will not result in any breach of any of the terms, conditions or 
provisions of, or constitute a default under, or result in the creation or imposition of any 
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lien, charge or encumbrance upon any property or assets of the Borrower pursuant to any 
ordinance, resolution, indenture, loan agreement or other agreement or instrument (other 
than the Resolution and any Collateral Documents) to which the Borrower is a party or 
by which the Borrower or its property may be bound, nor will such action result in any 
violation of the provisions of any laws, ordinances, governmental rules or regulations or 
court or other governmental orders to which the Borrower, its properties or operations are 
subject. 

No Defaults.  No event has occurred and no condition exists that, upon execution and 
delivery of the Series 2009 Bonds and the Collateral Documents, would constitute a default under 
the Resolution or the Collateral Documents.  The Borrower is not in violation of any term of any 
agreement, bond resolution, trust indenture, charter or other instrument to which it is a party or by 
which it or its property may be bound which violation would materially and adversely affect the 
transactions contemplated hereby or the compliance by the Borrower with the terms hereof or of the 
Series 2009 Bonds and the Collateral Documents. 

Governmental Consent.  The Borrower has obtained or made all permits, findings and 
approvals required to the date of adoption of this Supplemental Resolution by any governmental 
body or officer for the making and performance by the Borrower of its obligations under this 
Supplemental Resolution, the Series 2009 Bonds and the Collateral Documents (including any 
necessary water rate increase) or for the 2009 Project, the financing or refinancing thereof or the 
reimbursement of the Borrower for the costs thereof.  No consent, approval or authorization of, or 
filing, registration or qualification with, any governmental authority (other than those, if any, 
already obtained) is required on the part of the Borrower as a condition to adopting this 
Supplemental Resolution, issuing the Series 2009 Bonds or entering into the Collateral Documents 
and the performance of the Borrower’s obligations hereunder and thereunder.  If a utility board or 
commission manages or controls the System, such board or commission has agreed with the DNRC 
to abide by the terms of the Resolution and the Collateral Documents, including approving any 
necessary sewer rate increases. 

Binding Obligation.  The Resolution, the Series 2009 Bonds and any Collateral Document 
to which the Borrower is a party are the valid and binding special, limited obligations and 
agreements of the Borrower, enforceable against the Borrower in accordance with their terms, 
except to the extent that the enforceability thereof may be limited by laws relating to bankruptcy, 
moratorium, reorganization, insolvency or similar laws affecting creditors’ rights and general 
principles of equity. 

The 2009 Project.  The 2009 Project consists and will consist of the facilities, improvements 
and activities described in Appendix A, as such Appendix A may be amended from time to time in 
accordance with the provision of Article III of this Supplemental Resolution.  

Full Disclosure.  There is no fact that the Borrower has not specifically disclosed in writing 
to the DNRC that materially and adversely affects or (so far as the Borrower can now foresee), 
except for pending or proposed legislation or regulations that are a matter of general public 
information, that will materially and adversely affect the properties, operations and finances of the 
System, the Borrower’s status as a Public Entity and Governmental Unit, its ability to own and 
operate the System in the manner it is currently operated or the Borrower’s ability to perform its 
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obligations under the Resolution, the Series 2009 Bonds and the Collateral Documents and to 
pledge any revenues or other property pledged to the payment of the Series 2009 Bonds. 

Compliance With Law.  The Borrower: 

is in compliance with all laws, ordinances, governmental rules and regulations 
and court or other governmental orders, judgments and decrees to which it is subject and 
which are material to the properties, operations and finances of the System or its status as 
a Public Entity and Governmental Unit; and 

has obtained all licenses, permits, franchises or other governmental authorizations 
necessary to the ownership of the System and the operation thereof and agrees to obtain 
all such licenses, permits, franchises or other governmental authorizations as may be 
required in the future for the System and the operation thereof, which failure to obtain 
might materially and adversely affect the ability of the Borrower to conduct the operation 
of the System as presently conducted or the condition (financial or otherwise) of the 
System or the Borrower’s ability to perform its obligations under the Resolution, the 
Series 2009 Bonds and the Collateral Documents. 

Covenants. 

Insurance.  In addition to the requirements of Section 2.2 of the Original Resolution, the 
Borrower at all times shall keep and maintain with respect to the System property and casualty 
insurance and liability insurance with financially sound and reputable insurers, or self-insurance as 
authorized by State law, against such risks and in such amounts, and with such deductible 
provisions, as are customary in the State in the case of entities of the same size and type as the 
Borrower and similarly situated and shall carry and maintain, or cause to be carried and maintained, 
and pay or cause to be paid timely the premiums for all such insurance.  All such insurance policies 
shall name the DNRC as an additional insured.  Each policy must provide that it cannot be cancelled 
by the insurer without giving the Borrower and the DNRC 30 days’ prior written notice.  The 
Borrower shall give the DNRC prompt notice of each insurance policy it obtains or maintains to 
comply with this 0 and of each renewal, replacement, change in coverage or deductible under or 
amount of or cancellation of each such insurance policy and the amount and coverage and 
deductibles and carrier of each new or replacement policy.  Such notice shall specifically note any 
adverse change as being an adverse change.  The Borrower shall deliver to the DNRC at Closing a 
certificate providing the information required by this 0. 

Right of Inspection and Notice of Change of Location.  The DNRC, the DEQ and the EPA 
and their designated agents shall have the right at all reasonable times during normal business hours 
and upon reasonable notice to enter into and upon the property of the Borrower for the purpose of 
inspecting the System or any or all books and records of the Borrower relating to the System. 

Further Assurance.  The Borrower shall execute and deliver to the DNRC all such 
documents and instruments and do all such other acts and things as may be necessary or required by 
the DNRC to enable the DNRC to exercise and enforce its rights under the Resolution, the Series 
2009 Bonds and the Collateral Documents and to realize thereon, and record and file and re-record 
and refile all such documents and instruments, at such time or times, in such manner and at such 
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place or places, all as may be necessary or required by the DNRC to validate, preserve and protect 
the position of the DNRC under the Resolution, the Series 2009 Bonds and the Collateral 
Documents. 

Maintenance of Security, if Any; Recordation of Interest. 

The Borrower shall, at its expense, take all necessary action to maintain and 
preserve the lien and security interest of the Resolution and the Collateral Documents so 
long as any amount is owing under the Resolution or the Series 2009 Bonds; 

The Borrower shall forthwith, after the execution and delivery of the Series 2009 
Bonds and thereafter from time to time, cause the Resolution and any Collateral 
Documents granting a security interest in revenues or real or personal property and any 
financing statements or other notices or documents relating thereto to be filed, registered 
and recorded in such manner and in such places as may be required by law in order to 
perfect and protect fully the lien and security interest hereof and thereof and the security 
interest in them granted by the Resolution and, from time to time, shall perform or cause 
to be performed any other act required by law, including executing or causing to be 
executed any and all required continuation statements and shall execute or cause to be 
executed any further instruments that may be requested by the DNRC for such perfection 
and protection; and 

Except to the extent it is exempt therefrom, the Borrower shall pay or cause to be 
paid all filing, registration and recording fees incident to such filing, registration and 
recording, and all expenses incident to the preparation, execution and acknowledgment of 
the documents described in subparagraph 0, and all federal or state fees and other similar 
fees, duties, imposts, assessments and charges arising out of or in connection with the 
execution and delivery of the Series 2009 Bonds and the Collateral Documents and the 
documents described in subparagraph 0. 

Additional Agreements.  The Borrower covenants to comply with all representations, 
covenants, conditions and agreements, if any, set forth in Appendix C hereto. 

Financial Information.  This 0 supplements, and is not intended to limit, the requirements in 
Section 2.2(e) of the Original Resolution.  The Borrower agrees that for each fiscal year it shall 
furnish to the DNRC and the DEQ, promptly when available: 

the preliminary budget for the System, with items for the 2009 Project shown 
separately; and 

when adopted, the final budget for the System, with items for the 2009 Project 
shown separately. 

The Borrower will cause proper and adequate books of record and account to be 
kept showing complete and correct entries of all receipts, disbursements and other 
transactions relating to the System, the monthly gross revenues derived from its 
operation, and the segregation and application of the gross revenues in accordance with 
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the Resolution, in such reasonable detail as may be determined by the Borrower in 
accordance with generally accepted governmental accounting practice and principles.  It 
will cause such books to be maintained on the basis of the same fiscal year as that utilized 
by the Borrower.  The Borrower shall, within 180 days after the close of each fiscal year, 
cause to be prepared and supply to the DNRC a financial report with respect to the 
System for such fiscal year.  The report shall be prepared at the direction of the financial 
officer of the Borrower in accordance with applicable generally accepted governmental 
accounting principles and, in addition to whatever matters may be thought proper by the 
financial officer to be included therein, shall include the following: 

A statement in detail of the income and expenditures of the System for the 
fiscal year, identifying capital expenditures and separating them 
from operating expenditures;   

A balance sheet as of the end of the fiscal year;   

The number of premises connected to the System at the end of the fiscal 
year;   

The amount on hand in each account of the Fund at the end of the fiscal 
year;   

A list of the insurance policies and fidelity bonds in force at the end of the 
fiscal year, setting out as to each the amount thereof, the risks 
covered thereby, the name of the insurer or surety and the 
expiration date of the policy or bond; and   

A determination that the report shows full compliance by the Borrower 
with the provisions of the Resolution during the fiscal year covered 
thereby, including proper segregation of the capital expenditures 
from operating expenses, maintenance of the required balance in 
the Reserve Account, and receipt of Net Revenues during each 
fiscal year at least equal to 125% of the maximum amount of 
principal and interest payable on outstanding Parity Bonds 
(calculated assuming the DNRC has delivered a DNRC 
Forgiveness Statement) in any subsequent fiscal year, or, if the 
report should reveal that the revenues have been insufficient for 
compliance with the Resolution, or that the methods used in 
accounting for such revenues were contrary to any provision of the 
Resolution, the report shall include a full explanation thereof, 
together with recommendations for such change in rates or 
accounting practices or in the operation of the System as may be 
required. 

The Borrower shall also have prepared and supplied to the DNRC and the DEQ, within 
180 days of the close of every other fiscal year, an audit report prepared by an independent 
certified public accountant or an agency of the state in accordance with generally accepted 
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governmental accounting principles and practice with respect to the financial statements and 
records of the System.  The audit report shall include an analysis of the Borrower’s compliance 
with the provisions of the Resolution. 

2009 Project Accounts.  The Borrower shall maintain 2009 Project accounts in accordance 
with generally accepted government accounting standards, and as separate accounts, as required by 
Section 602(b)(9) of the Clean Water Act. 

Records.  After reasonable notice from the EPA or the DNRC, the Borrower shall make 
available to the EPA or the DNRC such records as the EPA or the DNRC reasonably requires to 
review and determine compliance with the Clean Water Act, as provided in Section 75-6-224(1)(h) 
of the State Act. 

Compliance with Clean Water Act and ARRA.  The Borrower has complied and shall 
comply with all conditions and requirements of the Clean Water Act pertaining to the 2009 Loans 
and the 2009 Project.  The Borrower understands and agrees that the 2009A Loan and the 2009B 
Loan are being made with funds made available to the DNRC under ARRA.  The Borrower has 
complied and shall comply with all requirements of ARRA applicable to the 2009 Loans. 

Program Covenant.  The Borrower agrees that neither it nor any “related person” to the 
Borrower (within the meaning of Section 147(a)(2) of the Code) shall, whether pursuant to a formal 
or informal arrangement, acquire bonds issued by the State under the Indenture in an amount related 
to the amount of the Series 2009 Bonds. 

Covenants Relating to the Tax-Exempt Status of the State Bonds. 

The Borrower covenants and agrees that it will not use or permit to be used any of the 
proceeds of the Series 2009 Bonds or any other funds of the Borrower in respect of the 2009 Project 
or the Series 2009 Bonds, directly or indirectly, in a manner that would cause, or take any other 
action that would cause, any State Bond to be an “arbitrage bond” within the meaning of Section 
148 of the Code or would otherwise cause the interest on the State Bonds to be included in gross 
income for purposes of federal income taxation. 

The Borrower agrees that it will not enter into, or allow any “related person” (as defined in 
Section 147(a)(2) of the Code) to enter into, any arrangement, formal or informal, for the purchase 
of the State Bonds or any other obligations of the DNRC in an amount related to the amount of the 
Loan or the portion of the Loan derived directly or indirectly from proceeds of the State Bonds or 
that would otherwise cause any State Bond to be an “arbitrage bond” within the meaning of Section 
148 of the Code. 

The Borrower shall not use or permit the use of the 2009 Project directly or indirectly in any 
trade or business carried on by any Person who is not a Governmental Unit.  For the purpose of this 
subparagraph, use as a member of the general public (within the meaning of the Regulations) shall 
not be taken into account and any activity carried on by a Person other than a natural person shall be 
treated as a trade or business. 
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Any portion of the 2009 Project being refinanced or the cost of which is being reimbursed 
was acquired by and is now and shall, during the term of the Loan, be owned by the Borrower and 
not by any other Person.  Any portion of the 2009 Project being financed shall be acquired by and 
shall, during the term of the Loan, be owned by the Borrower and not by any other Person.  
Notwithstanding the previous two sentences, the Borrower may transfer the 2009 Project or a 
portion thereof to another Governmental Unit which is also a Public Entity if such transfer is 
otherwise permitted under the Resolution and if such organization agrees with the DNRC to comply 
with Section 2.3(h), Section 2.3(i) and Section 2.4 of this Supplemental Resolution and if the 
DNRC receives an Opinion of Bond Counsel that such transfer will not violate the State Act or the 
Clean Water Act or adversely affect the exclusion of interest on the State Bonds from gross income 
or purposes of federal income taxation.  In addition, except as otherwise provided in the Resolution 
or in any Collateral Documents, the Borrower may sell or otherwise dispose of any portion of the 
2009 Project which has become obsolete or outmoded or is being replaced or for other reasons is 
not needed by the Borrower or beneficial to the general public or necessary to carry out the purposes 
of the Clean Water Act. 

At the Closing of the 2009 Loans, the DNRC will, if necessary to obtain the Opinion of 
Bond Counsel described in Section 7.05(a) of the Indenture, deliver to the Borrower instructions 
concerning compliance by the Borrower with the arbitrage rebate requirements of Section 148 of the 
Code (the “Arbitrage Rebate Instructions”).  The Borrower shall comply with the Arbitrage Rebate 
Instructions, if any, delivered to it by the DNRC at Closing, as such Instructions may be amended or 
replaced by the DNRC from time to time.  The Arbitrage Rebate Instructions may be amended or 
replaced by new Arbitrage Rebate Instructions delivered by the DNRC and accompanied by an 
Opinion of Bond Counsel to the effect that the use of said amended or new Arbitrage Rebate 
Instructions will not adversely affect the excludability of interest on the State Bonds or any 
Additional State Bonds (except State Bonds the interest on which the State did not intend to be 
excluded from gross income for federal income tax purposes) from gross income of the recipients 
thereof for federal income tax purposes. 

The Borrower agrees that during the term of the 2009 Loans it will not contract with or 
permit any Private Person to manage the 2009 Project or any portion thereof except according to a 
written management contract and upon delivery to the DNRC of an opinion of Bond Counsel to the 
effect that the execution and delivery of such management contract will not violate the State Act or 
the Clean Water Act or adversely affect the exclusion of interest on State Bonds from gross income 
or purposes of federal income taxation. 

The Borrower may not lease the 2009 Project or any portion thereof to any Person other 
than a Nonexempt Person which agrees in writing with the Borrower and the State not to cause any 
default to occur under the Resolution; provided the Borrower may lease all or any portion of the 
2009 Project to a Nonexempt Person pursuant to a lease which in the Opinion of Bond Counsel 
delivered to the DNRC will not cause the interest on the State Bonds to be included in gross income 
for purposes of federal income taxation. 

The Borrower shall not change the use or nature of the 2009 Project if (i) such change will 
violate the Clean Water Act, or (ii) so long as the State Bonds are outstanding unless, in the Opinion 
of Bond Counsel delivered to the DNRC, such change will not result in the inclusion in gross 
income of interest on the State Bonds for federal income tax purposes. 
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Maintenance of System; Liens.  The Borrower shall maintain the System, including the 
2009 Project, in good condition and make all necessary renewals, replacements, additions, 
betterments and improvements thereto.  The Borrower shall not grant or permit to exist any lien 
on the 2009 Project or any other property making up part of the System, other than liens securing 
Debt where a parity or senior lien secures the Series 2009 Bonds; provided that this 0 shall not be 
deemed to be violated if a mechanic’s or contractor’s lien is filed against any such property so 
long as the Borrower uses its best efforts to obtain the discharge of such lien and promptly 
reports to the DNRC the filing of such lien and the steps it plans to take and does take to 
discharge of such lien. 

Maintenance of Existence; Merger, Consolidation, Etc.; Disposition of Assets.  The 
Borrower shall maintain its corporate existence, except that it may consolidate with or merge 
into another Governmental Unit or permit one or more Governmental Units to consolidate with 
or merge into it or may transfer all or substantially all of its assets to another Governmental Unit 
and then dissolve if the surviving, resulting or transferee entity (if other than the Borrower) (i) is 
a Public Entity and (ii) assumes in writing all of the obligations of the Borrower under the 
Resolution, the Series 2009 Bonds and the Collateral Documents, and (a) such action does not 
result in any default in the performance or observance of any of the terms, covenants or 
agreements of the Borrower under the Resolution, the Series 2009 Bonds and the Collateral 
Documents, (b) such action does not violate the State Act or the Clean Water Act and does not 
adversely affect the exclusion of interest on the Series 2009 Bonds or the State Bonds from gross 
income for federal income tax purposes and (c) the Borrower delivers to the DNRC on the date 
of such action an Opinion of Bond Counsel that such action complies with this 0. 

Other than pursuant to the preceding paragraph, the Borrower shall not transfer the 
System or any portion thereof to any other Person, except for property which is obsolete, 
outmoded, worn out, is being replaced or otherwise is not needed for the operation of the 
System, unless the provisions of (a) and (b) of the preceding paragraph are satisfied and the 
Borrower delivers to the DNRC an Opinion of Bond Counsel to that effect and, in addition, the 
DNRC consents to such transfer. 

M.  
 

USE OF PROCEEDS; THE 2009 PROJECT 

Use of Proceeds.  The Borrower shall apply the proceeds of the 2009 Loans from the 
DNRC solely as follows: 

The Borrower shall apply the proceeds of the 2009 Loans solely to the financing, 
refinancing or reimbursement of the costs of the 2009 Project as set forth in Appendix A hereto and 
this 0.  The 2009 Loans will be disbursed in accordance with N hereof and Article VII of the 
Indenture.  If the 2009 Project has not been completed prior to Closing, the Borrower shall, as 
quickly as reasonably possible, complete the 2009 Project and expend proceeds of the 2009 Loans 
to pay the costs of completing the 2009 Project. 

No portion of the proceeds of the 2009 Loans shall be used to reimburse the Borrower for 
costs paid prior to the date of adoption of this Supplemental Resolution of a Project the construction 
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or acquisition of which occurred or began earlier than June 1, 1993.  In addition, if any proceeds of 
the Loan are to be used to reimburse the Borrower for 2009 Project costs paid prior to the date of 
adoption of this Supplemental Resolution, the Borrower shall have complied with Section 1.150-2 
of the Regulations in respect of such costs. 

Any Debt to be refinanced with proceeds of the Loan was incurred after June 1, 1993 for a 
Project the construction or acquisition of which began after June 1, 1993.  No proceeds of the Loan 
shall be used for the purpose of refinancing an obligation the interest on which is exempt from 
federal income tax or excludable from gross income for purposes of federal income taxation unless 
the DNRC has received an Opinion of Bond Counsel, satisfactory to it, to the effect that such 
refinancing will not adversely affect the exclusion of interest on the State Bonds from gross income 
for purposes of federal income taxation. 

The 2009 Project.  Set forth in Appendix A to this Supplemental Resolution is a 
description of the 2009 Project, which describes the property which has been or is to be acquired, 
installed, constructed or improved and the other activities, if any to be funded from the Loan (the 
2009 Project may consist of more than one facility or activity), and an estimated budget relating 
to the 2009 Project, including the amount of proceeds of the 2009A Loan and the 2009B Loan 
estimated to be applied to Green Infrastructure.  The 2009 Project may be changed and the 
description thereof in Appendix A may be amended from time to time by the Borrower but only 
after delivery to the DNRC of the following: 

A certificate of the Borrower setting forth the amendment to Appendix A and stating the 
reason therefor, including statements whether the amendment would cause an increase or decrease 
in the cost of the 2009 Project, an increase or decrease in the amount of Loan proceeds which will 
be required to complete the 2009 Project and providing that the change will not delay the full 
execution and delivery of the Construction Contract to a date that is after the 2009 Project Readiness 
Date; 

A certificate of Independent Consultant that the change to the 2009 Project in no way 
adversely affects or diminishes the eligibility of the 2009 Project for ARRA funding or the various 
attributes of the 2009 Project as that relates to ARRA (such as, for example, the amount of green 
construction); 

A written consent to such change in the 2009 Project by an Authorized DNRC Officer; 

An Opinion or Opinions of Bond Counsel stating that the 2009 Project, as constituted after 
such amendment, is, and was at the time the State Bonds were issued, eligible for financing under 
the State Act and is, and was at the time the Series 2009 Bonds was issued, eligible for financing 
under the Act, such amendment will not violate the State Act or the Act and such amendment will 
not adversely affect the exclusion of interest on the State Bonds or the Series 2009 Bonds from 
gross income for purposes of federal income taxation.  Such an Opinion of Bond Counsel shall not 
be required for amendments which do not affect the type of facility to be constructed or activity to 
be financed; and 

In the event the change to the 2009 Project has the effect of reducing the amount of the 
Committed Amount, the written consent of the Borrower to reallocation of the Committed Amount 
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between the 2009A Loan and the 2009B Loan, if required by the DNRC, as described in Section 5.6 
below. 

The Borrower acknowledges and agrees that an increase in the principal amount of the 
2009 Loans may be made only upon an application to the DEQ, the DNRC and the Trustee, in 
such form as the DEQ shall specify, which is approved by the DEQ and the DNRC, in their sole 
and absolute discretion, and adoption by the governing body of the Borrower of a resolution 
amendatory of or supplementary to the Resolution authorizing the additional loan and delivery of 
written certifications by officers of the Borrower to the DEQ, the DNRC and the Trustee to the 
effect that all representations and covenants contained in the resolution as it may be so amended 
or supplemented are true as of the date of closing of the additional loan and compliance with 
applicable tests for the incurrence of such Debt.  No assurance can be given that any additional 
loan funds will be available under the Program at the time of any such application or thereafter.  
The Borrower acknowledges and agrees that neither the DEQ, the DNRC, the Trustee nor any of 
their agents, employees or representatives shall have any liability to the Borrower and have made 
no representations to the Borrower as to the sufficiency of the 2009 Loans to pay costs of the 
2009 Project or as to the availability of additional funds under the Program to increase the 
principal amount of the Loan. 

2009 Project Representations and Covenants.  The Borrower hereby represents to and 
covenants with the DNRC that: 

construction of the 2009 Project did not commence prior to February 17, 2009, and [the 
Construction Contract relating to the 2009 Project has been fully executed and delivered]; 

all construction of the 2009 Project has complied and will comply with all federal and state 
standards, including, without limitation, EPA regulations and standards and the requirements of 
ARRA; 

all future construction of the 2009 Project will be done only pursuant to fixed price 
construction contracts.  The Borrower shall obtain a performance and payment bond from the 
contractor for each construction contract in the amount of 100% of the construction price and ensure 
that such bond is maintained until construction is completed to the Borrower’s, the DNRC’s and the 
DEQ’s satisfaction; 

all future construction of the 2009 Project will be done in accordance with plans and 
specifications on file with the DNRC and the DEQ, provided that changes may be made in such 
plans and specifications with the written consent of an Authorized DNRC Officer and the DEQ;  

the iron, steel, and manufactured goods used in the 2009 Project comply with the “buy 
American” requirements of Section 1605 of ARRA, as those requirements are further interpreted by 
applicable EPA guidance; and 

the 2009 Project is a project of the type permitted to be financed under the Act, the State Act 
and the Program and Title VI of the Clean Water Act;  
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the Borrower will undertake the 2009 Project promptly after the Closing Date and will cause 
the 2009 Project to be completed as promptly as practicable with all reasonable dispatch, except 
only as completion may be delayed by a cause or event not reasonably within the control of the 
Borrower; it is estimated by the Borrower that the 2009 Project will be substantially completed by 
the Estimated Completion Date; and 

the Borrower agrees to provide information regarding jobs created and retained as a result of 
the 2009 Project and such other information regarding the 2009 Project, including information for 
the website www.montanarecovery.gov, to the DNRC and the DEQ upon the request for such 
information by the DNRC or the DEQ or both, and to post signage at the site of the 2009 Project 
that designates the 2009 Project as an ARRA funded project. 

Completion or Cancellation or Reduction of Costs of the 2009 Project. 

Upon completion of the 2009 Project, the Borrower shall deliver to the DNRC a certificate 
stating that the 2009 Project is complete and stating the amount, if any, of the Undisbursed 
Committed Amount.  If Appendix A describes two or more separate projects as making up the 2009 
Project, a separate completion certificate shall be delivered for each. 

If all or any portion of the 2009 Project is cancelled or cut back or its costs are reduced or 
for any other reason the Borrower will not require the full Committed Amount, the Borrower shall 
promptly notify the DNRC in writing of such fact and the amount of the Undisbursed Committed 
Amount. 

If there is any Undisbursed Committed Amount, the DNRC reserves the right under Section 
5.6 below to reallocate the amount equal to the Committed Amount as reduced by the Undisbursed 
Committed Amount between the 2009A Loan and the 2009B Loan, as more particularly provided in 
Section 5.6. 

N.  
 

THE LOAN 

The Loan; Disbursement of Loan.   

The DNRC has agreed to lend to the Borrower, from time to time as the requirements of this 
0 are met, an amount up to (i) $390,700 (the “2009A Committed Amount”), (ii) $359,300 (the 
“2009B Committed Amount”), and (iii) $5,387,000 (the “2009C Committed Amount”) for the 
purposes of financing, refinancing or reimbursing the Borrower for a portion of the costs of the 
2009 Project; provided the DNRC shall not be required to loan any proceeds of the State Bonds to 
the Borrower after the Estimated Completion Date.  The Committed Amount may be reduced as 
provided in Section 3.2 and 0 of this Supplemental Resolution.     

The DNRC intends to disburse the 2009 Loans through the Trustee.  In consideration of the 
issuance of the Series 2009 Bonds by the Borrower, the DNRC shall make, or cause the Trustee to 
make, a disbursement of all or a portion of the 2009 Loans upon receipt of the following documents: 
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an Opinion of Bond Counsel as to the validity and enforceability of the Series 
2009 Bonds and the security therefor and stating in effect that interest on the Series 
2009B Bond and the Series 2009C Bond is not includable in gross income of the owner 
thereof for purposes of federal income taxation, in form and substance satisfactory to the 
DNRC; 

the Series 2009A Bond, the Series 2009B Bond, and the Series 2009C Bond, fully 
executed and authenticated; 

a certified copy of the Original Resolution and this Supplemental Resolution; 

any other security instruments or documents required by the DNRC or DEQ as a 
condition to their approval of the 2009 Loans; 

if all or part of the 2009 Loan is being made to refinance a Project or reimburse 
the Borrower for the costs of a Project paid prior to the Closing, evidence, satisfactory to 
the DNRC and the Bond Counsel referred to in (1) above, (A) that the acquisition or 
construction of the 2009 Project was begun no earlier than March 7, 1985 or the debt was 
incurred no earlier than March 7, 1985, (B) of the Borrower’s title to the 2009 Project, 
(C) of the costs of the 2009 Project and that such costs have been paid by the Borrower 
and (D) on or before the date of payment of each Reimbursement Expenditure, that the 
Borrower (or person designated to do so on behalf of the Borrower) made or will have 
made a written declaration of the Borrower’s official intent (a “Declaration”) which 
complies with the provisions of Section 1.150-2(d) and (e) of the Reimbursement 
Regulations; however, the Declaration need not cover Reimbursement Expenditures:  (i) 
to be paid or reimbursed from sources other than the Series 2009 Bonds, (ii) constituting 
“preliminary expenditures” (within the meaning of Section 1.150-2(f)(2) of the 
Regulations) for the 2009 Project, including engineering or architectural expenses and 
similar preparatory expenses, which in the aggregate do not exceed 20% of the “issue 
price” of the Series 2009 Bonds, (iii) in a “de minimis” amount (as defined in 
Section 1.150-2(f)(1) of the Regulations), i.e., $100,000; or (iv) Reimbursement 
Expenditures paid not more than 60 days before the date of the Declaration.  For purposes 
of this subparagraph, “Reimbursement Regulations” shall mean Treasury Regulations, 
Section 1.150-2 and “Reimbursement Expenditures” shall mean any expenditure with 
respect to the 2009 Project that the Borrower paid or will have paid prior to the issuance 
of the Series 2009 Bonds; 

the items required by the Indenture for the portion of the 2009 Loans to be 
disbursed at Closing; and 

such other certificates, documents and other information as the DNRC, the DEQ 
or the Bond Counsel giving the opinion referred to in subparagraph (1) may require 
(including any necessary arbitrage rebate instructions). 

In order to obtain a disbursement of a portion of the 2009 Loans to pay costs of the 2009 
Project, the Borrower shall submit to the DNRC and the Trustee a signed request for disbursement 
on the form prescribed by the DNRC, with all attachments required by such form.  The Borrower 
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may obtain disbursements only for costs which have been legally incurred and are due and payable.  
All Loan disbursements will be made to the Borrower only upon proof that cost was incurred.   

The 2009 Loans shall be disbursed, subject to the other terms and conditions of this 
Resolution, in the following order:   

(1)  First, at the Closing, the 2009B First Advance will be 
advanced from the 2009B Loan. 

(2)  Second, after the 2009B First Advance has been disbursed to 
the Borrower, the entire amount of the 2009A Loan may then be disbursed to the 
Borrower as and when needed.  For the avoidance of doubt, any amounts of the 
2009 Loans to be disbursed at Closing in excess of the 2009B First Advance will 
be disbursed as proceeds of the 2009A Loan to the extent of the 2009A 
Committed Amount.   

(3)  Third, after the entire principal amount of the 2009A Loan has 
been disbursed to the Borrower, the remaining amount of the 2009B Loan, if any, 
will be disbursed to the Borrower as and when needed.  

(4)  Fourth, only after the full amount of the 2009A Loan and 
2009B Loan has been disbursed to the Borrower, the Borrower may apply to the 
costs of the 2009 Project any other funds available to it, including grants or other 
funds, and including amounts under the 2009C Loan, which will be disbursed to 
the Borrower, starting with the 2009C First Advance, as and when needed.   

The Borrower shall submit the request for the 2009B First Advance and the 2009C First 
Advance in the form required by the DNRC so that it is received by the DNRC by the date that is no 
later than ten Business Days prior to the date desired by the Borrower for the making of the 2009B 
First Advance and the 2009C First Advance, respectively.  The Borrower shall not be entitled to, 
and the DNRC shall have no obligation to make, the 2009B First Advance or the 2009C First 
Advance or any subsequent advance of amounts under the 2009B Loan or the 2009C Loan until 
such time as the Borrower shall have set aside and funded the Reserve Account in an amount then 
required to satisfy the Reserve Requirement. 

For refinancings, a disbursement schedule complying with the requirements of the Clean 
Water Act shall be established by the DNRC and the Borrower at Closing.  The Trustee shall 
disburse 2009 Loan amounts directly to the holder of the debt being refinanced according to such 
schedule.  If the Borrower should repay all or a portion of the debt to be refinanced from other 
sources or should otherwise not need any portion of the 2009 Loan which was to have been used to 
refinance such debt, it shall inform the DNRC and the Trustee of such fact pursuant to Section 
3.4(b) and a new disbursement schedule shall be drawn up by the DNRC.  The DNRC shall obtain a 
receipt from the holder of the debt being refinanced for each disbursement made to pay or prepay a 
portion of such debt. 

If all or a portion of a Loan is made to reimburse a Borrower for Project costs paid by it 
prior to Closing, the Borrower shall present at Closing the items required by Section 4.1(b) relating 
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to such costs.  The Trustee shall disburse such amounts to the Borrower pursuant to a disbursement 
schedule complying with the requirements of the Clean Water Act established by the DNRC and the 
Borrower at the Closing. 

Notwithstanding anything else provided herein, the Trustee shall not be obligated to 
disburse the Loan any faster or to any greater extent than it has available EPA Capitalization Grants, 
Bond proceeds and other amounts available therefor in the Revolving Fund.  The DNRC shall not 
be required to do “overmatching” pursuant to Section 5.04(b) of the Indenture, but may do so in its 
discretion.  The Borrower acknowledges that if Project costs are incurred faster than the Borrower 
projected at Closing, there may be delays in making Loan disbursements for such costs because of 
the schedule under which EPA makes EPA Capitalization Grant money available to the DNRC.  
The DNRC will use its best efforts to obtain an acceleration of such schedule if necessary. 

Upon making each 2009A Loan disbursement, 2009B Loan disbursement, and 2009C Loan 
Disbursement, the Trustee shall note such disbursement on Schedule A to the Series 2009A Bond, 
Series 2009B Bond, and the Series 2009C Bond, respectively.  A Schedule A reflecting the amount 
of the 2009B First Advance and the 2009C First Advance will first be attached to the Series 2009B 
Bond and the Series 2009C Bond, respectively, at Closing. 

The Borrower agrees that it will deposit in the Reserve Account upon receipt thereof, on the 
date of the 2009B First Advance and any subsequent disbursement dates, any proceeds of the 
2009B Loan borrowed for the purpose of increasing the balance in the Reserve Account to the 
Reserve Requirement.  The Borrower further acknowledges and agrees that any portions of the 2009 
Loans representing capitalized interest shall be advanced only on Payment Dates and shall be 
transferred by the Trustee on the Payment Date directly to the Revenue Bond Account.  The amount 
of any such transfer shall be a credit against the interest payments due on the Series 2009 Bonds and 
interest thereon shall accrue only from the date of transfer. 

Compliance by the Borrower with its representations, covenants and agreements contained 
in the Original Resolution, this Supplemental Resolution and the Collateral Documents shall be a 
further condition precedent to the disbursement of the Loan in whole or in part.  The DNRC and the 
Trustee, in their sole and absolute discretion, may make one or more disbursements, in whole or in 
part, notwithstanding such noncompliance, and without liability to make any subsequent 
disbursement of the Loan. 

Commencement of Loan Term.  The Borrower’s obligations under this Supplemental 
Resolution and the Collateral Documents shall commence on the date hereof unless otherwise 
provided in this Supplemental Resolution.  However, the obligation to make payments under O 
hereof shall commence only upon the first disbursement by the Trustee of the 2009B Loan 
proceeds. 

Termination of Loan Term.  The Borrower’s obligations under the Resolution and the 
Collateral Documents in respect of the Series 2009 Bonds shall terminate upon payment in full 
of all amounts due under the Series 2009 Bonds and the Resolution in respect thereof; provided, 
however, that the covenants and obligations provided in P and 0 of this Supplemental Resolution 
shall survive the termination of the Resolution. 
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Loan Closing Submissions.  On or prior to the Closing, the Borrower will have delivered 
to the DNRC and the Trustee the closing submissions required by Section 7.05 of the Indenture. 

O.  
 

REPAYMENT OF 2009 LOANS 

Repayment of 2009 Loans.  The Borrower shall repay the amounts lent to it pursuant to 
Section 4.1 hereof in accordance with this Section 5.1. 

5.1.1.  Manner of Repayment. The Borrower shall pay all Loan Repayments in 
lawful money of the United States of America to the DNRC.  Interest, Administrative Expense 
Surcharge and Loan Loss Reserve Surcharge shall be calculated on the basis of a year of 360 
days comprising 12 months of 30 days each. 

5.1.2.  Repayment of 2009A Loan; Principal Forgiveness.   

The Borrower is obligated to repay the principal of and interest and Administrative Expense 
Surcharge and Loan Loss Reserve Surcharge on the 2009A Loan as provided in Section 5.1.2(b), 
unless the DNRC forgives the Borrower’s obligation to repay the principal of the 2009A Loan as 
provided in this paragraph.  So long as the Borrower is proceeding diligently to completion of the 
2009 Project through the final advance of principal of the 2009B Loan and the Borrower has 
executed and delivered the ARRA Certificate and Request to the DNRC in form and substance 
satisfactory to the DNRC within thirty (30) days after the date that the ARRA Certificate and 
Request is provided to the Borrower by the DNRC, the DNRC will, following review and approval 
of the ARRA Certificate and Request, deliver to the Borrower a DNRC Forgiveness Statement and 
the Borrower will thereafter have no obligation to repay amounts advanced under the Series 2009A 
Bond or interest thereon.  In the event the Borrower fails to deliver timely the ARRA Certificate and 
Request or the Borrower cannot submit the ARRA Certificate and Request because it cannot make 
the certifications required therein, including without limitation, those related to ARRA, or the 
ARRA Certificate and Request is delivered in a form that deviates materially from that attached 
hereto as Appendix D as determined in the sole and complete discretion of the DNRC, then the 
DNRC will deliver to the Borrower a DNRC Noncompliance Statement.  

In the event the DNRC delivers a DNRC Noncompliance Statement, then the Loan 
Repayments on the 2009A Loan required by this Section 5.1 shall be due on each Payment Date, as 
follows: 

(1) interest (including the Administrative Expense Surcharge and the Loan 
Loss Reserve Surcharge) on the outstanding principal balance of the 
2009A Loan shall be payable from and after the date of each advance of 
principal of the 2009A Loan on each Payment Date at the rate of 3.75% 
per annum, beginning on the first Payment Date following the date of 
delivery by the DNRC of a DNRC Noncompliance Statement and 
concluding on the 40th Payment Date under the 2009B Loan; and 
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(2) the principal of the 2009A Loan shall be repayable on each Payment Date, 
beginning on the Payment Date that is the first to occur following delivery 
by the DNRC of a DNRC Noncompliance Statement, and concluding on 
the 40th Payment Date under the 2009B Loan, and the amount of each 
principal payment shall be calculated on the basis of a substantially level 
debt service at the rate of 3.75% per annum; provided that principal of the 
2009A Loan is payable only in amounts that are multiples of $1,000  

In addition, in the event the DNRC delivers a DNRC Noncompliance Statement (i) the 
Series 2009A Bond will continue in effect as a Subordinate Lien Obligation, and (ii) the Borrower 
will forthwith comply with the rate covenant set forth in Section 6.7 of the Original Resolution, as 
amended hereby, and, if necessary, increase the rates and charges of the System to satisfy such rate 
covenant as it regards the Series 2009A Bond and the Series 2009B Bond as soon as practicable and 
in any event no later than three (3) months after the date of delivery to the Borrower by the DNRC 
of a a DNRC Noncompliance Statement.   

5.1.3.  Repayment of 2009B Loan.   

(a) Subject to the provisions of Section 5.1.3(b), the Loan Repayments on the 
2009B Loan required by this Section 5.1 shall be due on each Payment Date, as follows: 

(1) interest (including the Administrative Expense Surcharge and the Loan 
Loss Reserve Surcharge) on the outstanding principal balance of the 
2009B Loan shall be payable from and after the date of the 2009B First 
Advance and each advance of principal of the 2009B Loan thereafter on 
each Payment Date at the rate of 3.75% per annum, beginning on January 
1, 2009 (or if no DNRC Statement has been delivered to the Borrower 
prior to January 1, 2009, then on the first Payment Date after such DNRC 
Statement has been delivered) and concluding on July 1, 2029; and 

(2) the principal of the 2009B Loan shall be repayable on each Payment Date, 
beginning on the first Payment Date following the 2009B First Advance 
and concluding on the 40th Payment Date under the 2009B Loan, and the 
amount of each principal payment shall be calculated on the basis of a 
substantially level debt service at the rate of 3.75% per annum, taking into 
account each Loan Repayment, if any, made pursuant to Section 5.1.3(c), 
and provided that principal of the 2009B Loan is payable only in amounts 
that are multiples of $1,000. 

 

(b) Notwithstanding Section 5.1.3(a), in the event the DNRC delivers a 
DNRC Forgiveness Statement, then the Loan Repayments on the 2009B Loan from and after the 
2009B First Advance and all subsequent advances of the 2009B Loan which shall be due on each 
Payment Date are as follows: 
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(1) interest on the outstanding principal balance of the 2009B Loan shall be 
payable on each Payment Date, beginning on January 1, 2010 and 
concluding on July 1, 2029 at the rate of 1.75% per annum;  

(2) the Borrower shall have no obligation to pay any Administrative Expense 
Surcharge or any Loan Loss Reserve Surcharge; and 

(3) the principal of the 2009B Loan shall be repayable on each Payment Date, 
beginning on January 1, 2010 and concluding on July 1, 2029, and the 
amount of each principal payment shall be calculated on the basis of 
substantially level debt service at an interest rate of 1.75% per annum; 
provided that principal of the 2009B Loan is payable only in amounts that 
are multiples of $1,000. 

(c) Notwithstanding Section 5.1.3(a), in the event any Payment Date occurs 
prior to the delivery by the DNRC to the Borrower of a statement described in Section 5.1.2 
(whether or not the obligation of the Borrower to repay the principal advanced under the 2009A 
Loan has been forgiven), the Loan Repayments on the 2009B Loan will be calculated in 
accordance with Section 5.1.3(b) for such Payment Date.  For the avoidance of doubt, if the 
DNRC delivers a statement to the Borrower that the obligation of the Borrower to repay the 
principal advanced under the 2009A Loan has not been forgiven, the Loan Repayments on the 
2009B Loan will thereafter be calculated in accordance with Section 5.1.3(a). 

5.1.4. Repayment of 2009C Loan.  The Loan Repayments on the 2009C Loan 
required by this Section 5.1 shall be due on each Payment Date, as follows: 

(1) interest and Administrative Expense Surcharge and Loan Loss Reserve 
Surcharge on the outstanding  principal balance of the 2009C Loan shall be 
payable on each January 1 and July 1, beginning on the first to occur of 
either of such dates following the date of the 2009C First Advance, which 
is the first Payment Date after the 2009C First Advance, but in any event 
no earlier than January 1, 2010 and concluding on that January 1 or July 1 
that constitutes the 40th Payment Date after the 2009B First Advance; and 

(2) the principal of the 2009C Loan shall be repayable on each Payment Date, 
beginning on the January 1 or July 1 that is the first to occur following the 
date of the 2009C First Advance, but in any event no earlier than January 
1, 2010, and concluding on that January 1 or July 1 that constitutes the 
40th Payment Date after the 2009B First Advance, and the amount of each 
principal payment shall be calculated on the basis of a substantially level 
debt service at a rate of 3.75% per annum; provided that principal of the 
2009C Loan is payable only in amounts that are multiples of $1,000. 

5.1.5.  Details Regarding 2009 Loan Repayments.  The payments of principal of 
and interest and the Administrative Expense Surcharge and the Loan Loss Reserve Surcharge on 
the 2009C Loan and, if applicable, on the 2009A Loan and the 2009B Loan, shall be due on the 
dates specified above and on the dates and in the amounts shown in Schedule B to each of the 
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Series 2009B Bond and the Series 2009C Bond and, if applicable, the Series 2009A Bond, as 
such Schedule B shall be modified from time to time as provided below.  Schedule B will first be 
attached to the Series 2009A Bond and the Series 2009B Bond at Closing.  Schedule B will first 
be attached to the Series 2009C Bond following receipt by the DNRC of the information 
required in connection with the 2009C First Advance.  The portion of each such Loan 
Repayment consisting of principal and the portion consisting of interest shall be set forth on 
Schedule B to the Series 2009B Bond and the portion of each Loan Repayment consisting of 
principal and the portion consisting of interest and the amount of each Administrative Expense 
Surcharge and the amount of each Loan Loss Reserve Surcharge shall be set forth in Schedule B 
to the Series 2009A Bond (and the Series 2009B Bond, if appropriate) and the Series 2009C 
Bond.  Upon each disbursement of 2009 Loan amounts to the Borrower pursuant to Section 4.1 
hereof, the Trustee shall enter or cause to be entered the amount advanced on Schedule A to the 
applicable Series 2009A Bond, the Series 2009B Bond, and the Series 2009C Bond under 
“Advances” and the total amount advanced under Section 4.1, including such disbursement, 
under “Total Amount Advanced.” 

If the advance was made to pay costs of the 2009 Project pursuant to Section 
4.1(b), interest in respect of the Series 2009B Bond and interest, Administrative Expense 
Surcharge, and Loan Loss Reserve Surcharge in respect of the Series 2009C Bond, and, if 
required under Sections 5.1.2 and 5.1.3 hereof, in respect of the Series 2009A Bond and the 
Series 2009B Bond, on such advance shall accrue from the date the advance is made and shall be 
payable on each Payment Date thereafter.  If, after the full principal amount of the 2009 Loans 
has been advanced, the DNRC shall have delivered a DNRC Noncompliance Statement, then the 
Trustee shall revise the Schedule B to each of the Series 2009A Bond and the Series 2009B 
Bond in accordance with this Section 5.1, and the Trustee shall send a copy of such schedules to 
the Borrower within one month after delivery by the DNRC of the DNRC Noncompliance 
Statement.  If the DNRC delivers a DNRC Forgiveness Statement, the Trustee shall revise 
Schedule B to the Series 2009B Bond in accordance with this Section 5.1 reflecting a debt 
service schedule with payments at 1.75% per annum, and the Trustee shall send a copy of such 
revised Schedule B to the Borrower within one month after the delivery of such DNRC 
Noncompliance Statement.  Once the completion certificate for the 2009 Project has been 
delivered to the DNRC, the Trustee shall revise Schedule B to the Series 2009C Bond, and the 
Trustee shall send a copy of such Schedule B to the Borrower within one month after delivery of 
the completion certificate. 

Past-due payments of principal and interest (including, as applicable, the 
Administrative Expense Surcharge and Loan Loss Reserve Surcharge) shall bear interest at the 
rate of ten percent (10.00%) per annum, until paid. 

Additional Payments.  The Borrower shall also pay, within 30 days after receipt of a bill 
therefor, from any legally available funds therefor, including proceeds of the Loan, if the 
Borrower so chooses, all reasonable expenses of the DNRC and the Trustee in connection with 
the Loan, the Collateral Documents and the Series 2009 Bonds, including, but not limited to: 

the cost of reproducing this Supplemental Resolution, the Collateral Documents and the 
Series 2009 Bonds; 
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the fees and disbursements of bond counsel and other Counsel utilized by the DNRC and the 
Trustee in connection with the Loan, the Resolution, the Collateral Documents and the Series 2009 
Bonds and the enforcement thereof; and 

all taxes and other governmental charges in connection with the execution and delivery of 
the Collateral Documents or the Series 2009 Bonds, whether or not the Series 2009 Bonds are then 
outstanding, including all recording and filing fees relating to the Collateral Documents and the 
pledge of the State’s right, title and interest in and to the Series 2009 Bonds, the Collateral 
Documents and the Resolution under the Resolution (and with the exceptions noted therein) and all 
expenses, including attorneys’ fees, relating to any amendments, waivers, consents or collection or 
enforcement proceedings pursuant to the provisions hereof or thereof. 

Prepayments.  The Borrower may not prepay all or any part of the outstanding principal 
amount of the Series 2009B Bond or the Series 2009C Bond and, if applicable, the Series 2009A 
Bond, unless (i) it obtains the prior written consent of the DNRC thereto, and (ii) no Loan 
Repayment or Administrative Expense Surcharge or Loan Loss Reserve Surcharge is then 
delinquent.  Any prepayment permitted by the DNRC must be accompanied by payment of 
accrued interest and, if applicable, Administrative Expense Surcharge and Loan Loss Reserve 
Surcharge to the date of prepayment on the amount of principal prepaid.  If the Series 2009 
Bonds are prepaid in part pursuant to this 0, such prepayments shall be applied to principal 
payments in inverse order of maturity. 

Obligations of Borrower Unconditional.  The obligations of the Borrower to make the 
payments required by the Resolution and the Series 2009 Bonds and to perform its other 
agreements contained in the Resolution, the Series 2009 Bonds and Collateral Documents shall 
be absolute and unconditional, except as otherwise provided herein or in such documents.  The 
Borrower (a) shall not suspend or discontinue any payments provided for in the Resolution and 
the Series 2009 Bonds, (b) shall perform all its other agreements in the Resolution, the Series 
2009 Bonds and the Collateral Documents and (c) shall not terminate the Resolution, the Series 
2009 Bonds or the Collateral Documents for any cause, including any acts or circumstances that 
may constitute failure of consideration, destruction of or damage to the 2009 Project or the 
System, commercial frustration of purpose, any dispute with the DNRC or the EPA, any change 
in the laws of the United States or of the State or any political subdivision of either or any failure 
of the DNRC to perform any of its agreements, whether express or implied, or any duty, liability 
or obligation arising from or connected with the Resolution. 

Limited Liability.  All payments of principal of and interest on the Loan and other 
payment obligations of the Borrower hereunder and under the Series 2009 Bonds shall be 
special, limited obligations of the Borrower payable solely out of the Net Revenues and shall not, 
except at the option of the Borrower and as permitted by law, be payable out of any other 
revenues of the Borrower.  The obligations of the Borrower under the Resolution and the Series 
2009 Bonds shall never constitute an indebtedness of the Borrower within the meaning of any 
state constitutional provision or statutory or charter limitation and shall never constitute or give 
rise to a pecuniary liability of the Borrower or a charge against its general credit or taxing power.  
The taxing powers of the Borrower may not be used to pay principal of or interest on the Series 
2009 Bonds, and no funds or property of the Borrower other than the Net Revenues may be 
required to be used to pay principal of or interest on the Series 2009 Bonds.   
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Reallocation of 2009 Loans.  The Borrower understands that the principal amounts of the 
2009A Loan and the 2009B Loan have been sized based on the understanding and expectation 
that the 2009 Project costs at least $6,137,000 and that the Borrower will request disbursement of 
the full amount of the 2009A Loan and 2009B Loan.  Notwithstanding any provision to the 
contrary herein, the Borrower acknowledges and agrees that in the event there is any 
Undisbursed Committed Amount, then the DNRC reserves the right in its sole and complete 
discretion to reallocate loan amounts as between the 2009A Loan and 2009B Loan on the basis 
of the amounts of the 2009A Loan and the 2009B Loan that the Borrower would have been 
entitled to had the 2009 Loans initially equaled the Committed Amount less the Undisbursed 
Committed Amount.  The reallocation between the 2009A Loan and 2009B Loan will reflect the 
same percentage of the total amount of the 2009 Loans as initially used.  Upon making such 
reallocation, the DNRC shall deliver to the Borrower a replacement Series 2009A Bond and a 
replacement Series 2009B Bond reflecting adjusted principal amounts, which bonds shall 
supersede and render of no effect the original bonds and be payable on the same dates as 
described in the original bonds, but in an adjusted amount owing on each Payment Date because 
of  the reallocation of principal amounts.  The Borrower shall execute and deliver the 
replacement Series 2009A Bond and the replacement Series 2009B Bond to the DNRC within 
thirty (30) days after delivery of such bonds to the Borrower by the DNRC.  Contemporaneous 
with the delivery of the replacement Series 2009A Bond and the replacement Series 2009B Bond 
to the DNRC by the Borrower, the Borrower shall determine whether the Net Revenues of the 
System total at least 125% of the maximum principal of and interest payable on the Bonds 
outstanding in any fiscal year, and, if they do not, the Borrower shall increase its rates and 
charges to satisfy the rate covenant set forth in Section 6.7 of the Original Resolution, as 
amended hereby, within three (3) months after the date of delivery of the replacement Series 
2009A Bond and the replacement Series 2009B Bond to the DNRC by the Borrower. 

P.  
 

INDEMNIFICATION OF DNRC AND DEQ 

The Borrower shall indemnify and save harmless the DNRC and the DEQ and their 
officers, employees and agents (each an "Indemnified Party" or, collectively, the “Indemnified 
Parties") against and from any and all claims, damages, demands, expenses, liabilities and losses 
of every kind asserted by or on behalf of any Person arising out of the acts or omissions of the 
Borrower or its employees, officers, agents, contractors, subcontractors, or consultants in 
connection with or with regard or in any way relating to the condition, use, possession, conduct, 
management, planning, design, acquisition, construction, installation or financing of the 2009 
Project.  The Borrower shall also indemnify and save harmless the Indemnified Parties against 
and from all costs, reasonable attorneys’ fees, expenses and liabilities incurred in any action or 
proceeding brought by reason of any such claim or demand.  If any proceeding is brought against 
an Indemnified Party by reason of such claim or demand, the Borrower shall, upon notice from 
an Indemnified Party, defend such proceeding on behalf of the Indemnified Party. 
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Q.  
 

ASSIGNMENT 

Assignment by Borrower.  The Borrower may not assign its rights and obligations under 
the Resolution or the Series 2009 Bonds. 

Assignment by DNRC.  The DNRC will pledge its rights under and interest in the 
Resolution, the Series 2009 Bonds and the Collateral Documents (except to the extent otherwise 
provided in the Indenture) as security for the payment of the State Bonds and may further assign 
such interests to the extent permitted by the Indenture, without the consent of the Borrower. 

State Refunding Bonds.  In the event the State Bonds and Additional State Bonds are 
refunded by bonds which are not Additional State Bonds, all references in the Resolution to State 
Bonds and Additional State Bonds shall be deemed to refer to the refunding bonds and any bonds 
of the State on a parity with such refunding bonds (together, the “Refunding Bonds”) or, in the 
case of a crossover refunding, to the State Bonds and Additional State Bonds and the Refunding 
Bonds.  In the event the State Bonds are refunded by an issue of Additional State Bonds, all 
references in the Resolution to the State Bonds shall be deemed to refer to such Additional State 
Bonds or, in the case of a crossover refunding, both the State Bonds and such Additional State 
Bonds. 

R.  
 

THE SERIES 2009 BONDS 

Net Revenues Available.  The Borrower is authorized to charge just and equitable rates, 
charges and rentals for all services directly or indirectly furnished by the System, and to pledge 
and appropriate to the Series 2005 Bond and the Series 2009 Bonds the Net Revenues to be 
derived from the operation of the System, including improvements, betterments or extensions 
thereof hereafter constructed or acquired.  The Net Revenues to be produced by such rates, 
charges and rentals during the term of the Series 2009 Bonds are expected to be more than 
sufficient to pay the principal and interest when due on the Series 2005 Bond and the Series 2009 
Bonds, and to create and maintain reasonable reserves therefor and to provide an adequate 
allowance for replacement and depreciation, as prescribed herein.  For purposes of the foregoing 
statement, principal of and interest on the 2009A Loan are disregarded, and interest on the Series 
2009B Bond is assumed to be 1.75%.  The Borrower acknowledges and agrees that if the DNRC 
delivers a statement to the Borrower that the obligation of the Borrower to repay the principal of 
the 2009A Loan is not forgiven as provided in Section 5.1.2 as determined in the sole and 
complete discretion of the DNRC, then principal and interest and surcharges will become due 
and owing on the 2009A Loan evidenced by the Series 2009A Bond and the 2009B Loan 
evidenced by the Series 2009B Bond as provided in Section 5.1 and the Borrower shall 
thereupon, to the extent required by Section 6.7 of the Original Resolution, as amended hereby, 
adjust its schedule of fees, rates, and charges applicable to the System to cause Net Revenues and 
Surplus Net Revenues to be produced in an amount at least equal to that required by the 
Resolution. 
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Issuance and Sale of the Series 2009 Bonds.  The Council has investigated the facts 
necessary and hereby finds, determines and declares it to be necessary and desirable for the 
Borrower to issue the Series 2009 Bonds to evidence the 2009 Loans.  The Series 2009 Bonds 
are issued to the DNRC without public sale pursuant to Montana Code Annotated, Section 7-7-
4433(2)(a). 

Terms.  The Series 2009A Bond, the Series 2009B Bond, and the Series 2009C Bond 
shall be in the maximum principal amount equal to the original 2009A Committed Amount, 
2009B Committed Amount, and 2009C Committed Amount, respectively, shall each be issued as 
a single, fully registered bond numbered R-1, shall be dated as of the date of delivery to the 
DNRC, and shall bear interest at the rate charged by the DNRC on the 2009A Loan, 2009B 
Loan, and 2009C Loan, respectively.  The principal of and interest on the Series 2009B Bond 
and the Series 2009C Bond, and, if applicable, the principal lf and interest on the Series 2009A 
Bond and any Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
payable on the same dates and in the same amounts on which  principal and interest of the Loan 
Repayments are payable.  Advances of principal of the Series 2009A Bond or Series 2009B 
Bond or Series 2009C Bond shall be deemed made when advances of the 2009A Loan or 2009B 
Loan or 2009C Loan, respectively, are made under Section 4.1, and such advances shall be 
payable in accordance with Schedule B to the Series 2009B Bond, the Series 2009C Bond, and, 
if applicable, the Series 2009A Bond, as the case may be, as it may be revised by the DNRC 
from time to time in accordance with Section 5.1.  The Series 2009A Bond is a Subordinate Lien 
Obligation.  The Series 2009B Bond and the Series 2009C Bond are Additional Bonds. 

The Borrower may prepay the Series 2009 Bonds, in whole or in part, only upon the 
terms and conditions under which it can prepay the 2009 Loans under 0. 

Negotiability, Transfer and Registration.  The Series 2009 Bonds shall be fully registered 
as to both principal and interest, and shall be initially registered in the name of and payable to the 
DNRC.  While so registered, principal of and interest on the Series 2009 Bonds shall be payable 
to the DNRC at the Office of the Department of Natural Resources and Conservation, 1625 
Eleventh Avenue, Helena, Montana 59620-1601 or such other place as may be designated by the 
DNRC in writing and delivered to the Borrower.  The Series 2009 Bonds shall be negotiable, 
subject to the provisions for registration and transfer contained in this Section.  No transfer of the 
Series 2009 Bonds shall be valid unless and until (1) the holder, or his duly authorized attorney 
or legal representative, has executed the form of assignment appearing on the Series 2009 Bonds, 
and (2) the Clerk-Treasurer of the Borrower (or successors, the “Registrar”), as Bond Registrar, 
has duly noted the transfer on the Series 2009 Bonds and recorded the transfer on the registration 
books of the Registrar.  The Registrar may, prior to noting and recording the transfer, require 
appropriate proof of the transferor’s authority and the genuineness of the transferor’s signature.  
The Borrower shall be entitled to deem and treat the Person in whose name the Series 2009 
Bonds is registered as the absolute owner of the Series 2009 Bonds for all purposes, 
notwithstanding any notice to the contrary, and all payments to the registered holder shall be 
valid and effectual to satisfy and discharge the Borrower’s liability upon such Bond to the extent 
of the sum or sums so paid. 

Execution and Delivery.  The Series 2009 Bonds shall be executed on behalf of the 
Borrower by the manual signatures of the Mayor and the City Clerk.  Any or all of such 
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signatures may be affixed at or prior to the date of delivery of the Series 2009 Bonds.  The Series 
2009 Bonds shall be sealed with the corporate seal of the Borrower.  In the event that any of the 
officers who shall have signed the Series 2009 Bonds shall cease to be officers of the Borrower 
before the Series 2009 Bonds are issued or delivered, their signatures shall remain binding upon 
the Borrower.  Conversely, the Series 2009 Bonds may be signed by an authorized official who 
did not hold such office on the date of adoption of this Supplemental Resolution.  The Series 
2009 Bonds shall be delivered to the DNRC, or its attorney or legal representative. 

Form.  The Series 2009A Bond shall be prepared in substantially the form attached as 
Appendix B-1, the Series 2009B Bond shall be prepared in substantially the form attached as 
Appendix B-2, and the Series 2009C Bond shall be prepared in substantially the form attached as 
Appendix B-3..   

2009 Acquisition and Construction Account.  The 2009 Acquisition and Construction 
Account (the “Acquisition and Construction Account”) is hereby created as a separate account 
within the Sewer System Fund and shall be used only to pay as incurred and allowed, costs 
which under accepted accounting practice are capital costs of the 2009 Project and of such future 
reconstructions, improvements, betterments or extensions of the System as may be authorized in 
accordance with law, including but not limited to payments due for work and materials 
performed and delivered under construction contracts, architectural, engineering, inspection, 
supervision, fiscal and legal expenses, the cost of lands and easements, reimbursement of any 
advances made from other Borrower funds, and all other expenses incurred in connection with 
the acquisition, construction and financing of any such undertaking and the issuance of the Series 
2009 Bonds.  To the Acquisition and Construction Account shall be credited as received the 
portion of the proceeds of Series 2009 Bonds for costs of the 2009 Project and for costs of 
issuance of the Series 2009 Bonds and any other funds appropriated by the Borrower to the 
Acquisition and Construction Account for improvements to the System, and all income received 
from the investment of the Acquisition and Construction Account. 

S.  
 

SECURITY FOR THE SERIES 2009 BONDS 

The Series 2009B Bond and the Series 2009C Bond are issued as Additional Bonds under 
Article 10 of the Original Resolution, as amended by this Supplemental Resolution, and shall, 
with the Series 2005 Bond and any other Additional Bonds issued under the provisions of Article 
10 of the Original Resolution, as amended hereby, be equally and ratably secured by the 
provisions of the Resolution and payable out of the Net Revenues appropriated to the Revenue 
Bond Account of the Sewer System Fund, without preference or priority, all as provided in the 
Resolution, and secured by the Reserve Account, as further provided in Section 11.5 of the 
Original Resolution.  Upon advancement of principal of the Series 2009B Bond and the Series 
2009C Bond, the City Clerk shall transfer from proceeds of the Series 2009B Bond and the 
Series 2009C Bond such amount or amounts to the Reserve Account to cause the balance therein 
to equal the Reserve Requirement, treating such principal amount as outstanding.  Upon the each 
advance of the Series 2009B Bond and the Series 2009C Bond, the deposit to the Reserve 
Account shall be sufficient to cause the balance in the Reserve Account to equal the Reserve 
Requirement in respect of the Series 2005 Bond and the principal of the Series 2009B Bond and 
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the Series 2009C Bond so advanced.  The Series 2009A Bond is a Subordinate Lien Obligation 
issued under Section 10.4 of the Original Resolution, as amended hereby.  in the event the 
principal of and interest and Administrative Expense Surcharge and Loan Loss Reserve 
Surcharge becomes payable under the Series 2009A Bond, the Borrower shall cause rates and 
charges to be increased to produce Net Revenues at least equal to the amount required under 
Section 6.7 of the Original Resolution, as amended hereby.  The Borrower shall keep, perform 
and observe each and every one of its covenants and undertakings set forth in the Resolution for 
the benefit of the registered owners from time to time of the Series 2005 Bond, the Series 2008 
Bond, and the Series 2009 Bonds. 

T.  
 

TAX MATTERS 

Use of 2009 Project.  The 2009 Project will be owned and operated by the Borrower and 
available for use by members of the general public on a substantially equal basis.  The Borrower 
shall not enter into any lease, use or other agreement with any non-governmental person relating 
to the use of the 2009 Project or the System or security for the payment of the Series 2009B 
Bond and the Series 2009C Bond which might cause the Series 2009B Bond or the Series 2009C 
Bond, or any one of them, to be considered a “private activity bond” or “private loan bond” 
within the meaning of Section 141 of the Code. 

General Covenant.  The Borrower covenants and agrees with the owners from time to 
time of the Series 2009B Bond and the Series 2009C Bond that it will not take or permit to be 
taken by any of its officers, employees or agents any action which would cause the interest on 
the Series 2009B Bond and the Series 2009C Bond to become includable in gross income for 
federal income tax purposes under the Code and the Regulations, and covenants to take any and 
all actions within its powers to ensure that the interest on the Series 2009B Bond and the Series 
2009C Bond will not become includable in gross income for federal income tax purposes under 
the Code and the Regulations. 

Arbitrage Certification.  The Mayor and the City Clerk, being the officers of the 
Borrower charged with the responsibility for issuing the Series 2009B Bond and the Series 
2009C Bond pursuant to the Resolution, are authorized and directed to execute and deliver to the 
DNRC a certificate in accordance with the provisions of Section 148 of the Code, and Section 
1.148-2(b) of the Regulations, stating that on the basis of facts, estimates and circumstances in 
existence on the date of issue and delivery of the Series 2009B Bond and the Series 2009C Bond, 
it is reasonably expected that the proceeds of the Series 2009B Bond and the Series 2009C Bond 
will be used in a manner that would not cause the Series 2009B Bond and the Series 2009C Bond 
to be an “arbitrage bond” within the meaning of Section 148 of the Code and the Regulations. 

Arbitrage Rebate.  The City acknowledges that the Series 2009B Bond and the Series 
2009C Bond are subject to the rebate requirements of Section 148(f) of the Code.  The City 
covenants and agrees to retain such records, make such determinations, file such reports and 
documents and pay such amounts at such times as are required under said Section 148(f) and 
applicable Treasury Regulations to preserve the exclusion of interest on the Series 2009B Bond 
and the Series 2009C Bond from gross income for federal income tax purposes, unless the Series 
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2009B Bond and the Series 2009C Bond qualify for the exception from the rebate requirement 
under Section 148(f)(4)(B) of the Code and no “gross proceeds” of the Series 2009B Bond and 
the Series 2009C Bond (other than amounts constituting a “bona fide debt service fund”) arise 
during or after the expenditure of the original proceeds thereof.  In furtherance of the foregoing, 
the Mayor, the Financial Services Manager, and the City Clerk are hereby authorized and 
directed to execute a Rebate Certificate, substantially in the form to be prepared by Bond 
Counsel, and the City hereby covenants and agrees to observe and perform the covenants and 
agreements contained therein, unless amended or terminated in accordance with the provisions 
thereof.. 

Information Reporting.  The Borrower shall file with the Secretary of the Treasury, not 
later than November 15, 2009, a statement concerning the Series 2009B Bond and the Series 
2009C Bond containing the information required by Section 149(e) of the Code. 

“Qualified Tax-Exempt Obligations.”  Pursuant to Section 265(b)(3)(B)(ii) of the Code, 
the Borrower hereby designates the Series 2009B Bond and the Series 2009C Bond as a 
“qualified tax-exempt obligation” for purposes of Section 265(b)(3) of the Code.  The Borrower 
has not designated any obligations in 2009 other than its $495,000 Special Improvement District 
No. 1384 Bonds, the Series 2009B Bond and the Series 2009C Bond under Section 265(b)(3).  
The Borrower hereby represents that it does not anticipate that obligations bearing interest not 
includable in gross income for purposes of federal income taxation under Section 103 of the 
Code (including refunding obligations as provided in Section 265(b)(3) of the Code and 
including “qualified 501(c)(3) bonds” but excluding other “private activity bonds,” as defined in 
Sections 141(a) and 145(a) of the Code) will be issued by or on behalf of the Borrower and all 
“subordinate entities” of the Borrower in 2009 in an amount greater than $30,000,000. 

U.  
 

CONTINUING DISCLOSURE 

The Borrower understands and acknowledges that the DNRC is acquiring the Series 2009 
Bonds under the Program pursuant to which the State issues from time to time State Bonds to 
provide funds therefor.  The Borrower covenants and agrees that, upon written request of the 
DNRC from time to time, the Borrower will promptly provide to the DNRC all information that 
the DNRC reasonably determines to be necessary or appropriate to offer and sell State Bonds or 
to provide continuing disclosure in respect of State Bonds, whether under Rule 15c2-12 (17 
C.F.R. § 240.15c2-12) promulgated by the Securities and Exchange Council under the Securities 
Exchange Act of 1934, as amended, or otherwise.  Such information shall include, among other 
things and if so requested, financial statements of the Borrower prepared in accordance with 
generally accepted accounting principles promulgated by the Financial Accounting Standards 
Board as modified in accordance with the governmental accounting standards promulgated by 
the Governmental Accounting Standards Board or as otherwise provided under Montana law, as 
in effect from time to time (such financial statements to relate to a fiscal year or any period 
therein for which they are customarily prepared by the Borrower, and, if for a fiscal year and so 
requested by the DNRC, subject to an audit report and opinion of an accountant or government 
auditor, as permitted or required by the laws of the State).  The Borrower will also provide, with 
any information so furnished to the DNRC, a certificate of the Mayor and the City Clerk of the 
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Borrower to the effect that, to the best of their knowledge, such information does not include any 
untrue statement of a material fact or omit to state any material fact required to be stated therein 
to make the statements made, in light of the circumstances under which they are made, not 
misleading. 

V.  
 

AMENDMENTS 

W. Authorization.  Pursuant to Article XV of the Original Resolution, the Borrower 
reserved the right to amend the Resolution upon notice to and with the consent of the holders of 
all outstanding Bonds affected thereby. 

X. Consent of DNRC.  The DNRC, which holds all of the outstanding Bonds, has 
consented in writing to the amendments of the provisions of the Original Resolution set forth 
herein. 

Y. Amendment of Section 1.1 of Original Resolution by Amending Existing Terms.  
Section 1.1 of the Original Resolution is hereby amended by amending the following term in the 
Original Resolution to read as follows in its entirety and such definition shall amend and 
supersede the definition of such terms given in the Original Resolution (underlining indicates 
additions; strike-through deletions): 

“Clean Water Act” means the Federal Water Pollution Control Act, 33 U.S.C. §§ 1251-
1387, as amended, and all regulations, rules and interpretations issued by the EPA thereunder, as 
amended or informed by ARRA. 

Z. Amendment of Section 1.1 of Original Resolution by Adding New Defined 
Terms.  Section 1.1 of the Original Resolution is hereby amended by adding thereto the 
following defined term to read as follows in its entirety: 

“Subordinate Lien Obligations” mean the Series 2009A Bond and any other subordinate 
lien obligations issued under Section 10.4 of the Original Resolution, as amended hereby. 

AA. Amendment of Section 6.7 of Original Resolution.  Section 6.7 of the Original 
Resolution is hereby amended to read as follows in its entirety (underlining indicates additions; 
strike-through deletions): 

“Section 6.7. Rate Covenant.  While any Bonds are outstanding and unpaid, the rates, 
charges and rentals for all services and facilities furnished and made available by the System to 
the Borrower and its inhabitants, and to all customers within or without the boundaries of the 
Borrower, shall be reasonable and just, taking into consideration the cost and value of the System 
and the cost of maintaining and operating it them, and the amounts necessary for the payment of 
all Bonds and the interest accruing thereon, and the proper and necessary allowances for the 
depreciation of the System, and no free service shall be provided to any person or corporation.  It 
is covenanted and agreed that the rates, charges and rentals to be charged to all recipients of 
sewer services shall be maintained and shall be revised, whenever and as often as may be 
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necessary, according to schedules such that the revenues for each fiscal year will be at least 
sufficient to pay the current expenses of operation and maintenance as herein defined, to 
maintain the Operating Reserve herein established, and to produce net revenues Net Revenues 
during each fiscal year commencing with the fiscal year ending June 30, 2005 2010, not less than 
125% of the maximum annual principal and interest payable on any outstanding Bonds in the 
current or any future fiscal year (assuming, if no DNRC Statement has been delivered by the date 
of such determination, that a DNRC Forgiveness Statement has been delivered) and to produce 
Surplus Net Revenues during each fiscal year commencing with the fiscal year in which the 
DNRC delivers a DNRC Noncompliance Statement in an amount at least sufficient to pay the 
principal of and interest on the Series 2009A Bond and the Series 2009B Bond as and when due.  
As of the date of this Resolution, for purposes of the calculation described in the immediately 
preceding sentence, principal of and interest on the Series 2009A Bond shall be disregarded and 
interest on the Series 2009B Bond is assumed to be 1.75%.  However, in the event the DNRC 
delivers a DNRC Noncompliance Statement, the Borrower shall forthwith (and in any event no 
later than three months after the delivery of such DNRC Noncompliance Statement) cause the 
rates, charges and rentals charged to all recipients of water services to be revised whenever and 
as often as may be necessary, according to schedules such that the revenues for each fiscal year 
will be at least sufficient to pay the Operating Expenses, to maintain the Operating Reserve 
herein established, to produce Net Revenues during each fiscal year commencing with the fiscal 
year ending June 30 of that fiscal year in which the DNRC shall have delivered such DNRC 
Noncompliance Statement, not less than 125% of the maximum annual principal and interest 
payable on any outstanding Bonds in the current or any future fiscal year, including, without 
limitation, the maximum annual principal and interest payable on the Series 2009B Bond 
calculated at 3.75% per annum, and to produce Surplus Net Revenues adequate to pay the 
principal of and interest on the Series 2009A Bond as and when due. 

If at the close of any fiscal year the net revenues Net Revenues actually received during 
such year have been less than required hereby, the Borrower will forthwith prepare a schedule of 
altered rates, charges and rentals which are just and equitable and sufficient to produce Net 
Revenues and Surplus Net Revenues in such amount, and will do all things necessary to the end 
that such schedule will be placed in operation at the earliest possible date. 

 The establishment of the above ratio of Net Revenues available for the Revenue 
Bond Account and the provision for adequate Surplus Net Revenues in the event the Borrower’s 
obligation to repay the principal of the Series 2009A Bond is not forgiven is are deemed 
necessary for the DNRC to make the Loan 2009 Loans to the Borrower upon terms most 
advantageous.  The excess of the Net Revenues over the annual principal and interest and reserve 
requirements of the Series 2005 Bond Reserve Requirement and the Series 2008 Bond Reserve 
Requirement may be used as authorized in Article XI of this Resolution.  The Series 2005 Bond, 
the Series 2008 Bond, the Series 2009B Bond and the Series 2009C Bond may be prepaid 
according to its their terms on any date, and in the estimation of the governing body of the 
Borrower any excess, prior to that date, of Net Revenues over principal and interest payments 
actually due and the balance required to be maintained in the Reserve Account, will be needed to 
pay or to provide reserves for payment of replacements, renewals and improvement costs, in 
order to provide adequate service for the present population and the increase thereof reasonably 
to be expected; and after that date, any excess not required for such purposes in the judgment of 
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the governing body of the Borrower may be used to prepay the Series 2005 Bond, the Series 
2008 Bond, or the Series 2009B Bond or the Series 2009C Bond and thereby reduce the interest 
cost thereon to the Borrower and to the persons served by the System.” 

BB. Amendment of Section 10.3 of Original Resolution.  Section 10.3 of the Original 
Resolution is hereby amended to read as follows in its entirety (underlining indicates additions; 
strike-through deletions): 

 “Section 10.3. Other Parity Bonds.  The Borrower reserves the right to issue additional 
Bonds payable from the Revenue Bond Account of the Fund, on a parity as to both principal and 
interest with the Series 2005 Bond, the Series 2008 Bond, the Series 2009B Bond and the Series 
2009C Bond, if the Net Revenues of the System for the last complete fiscal year preceding the 
date of issuance of such additional Bonds have equaled at least 125% of the maximum amount of 
principal and interest payable from said Revenue Bond Account in any subsequent fiscal year 
during the term of the outstanding Bonds (assuming, if no DNRC Statement has been delivered 
by the date of such determination, that a DNRC Forgiveness Statement has been delivered), on 
all Bonds then outstanding and on the additional Bonds proposed to be issued.  For the purpose 
of the foregoing computation, the net revenues for the fiscal year preceding the issuance of 
additional Bonds shall be those shown by the financial reports caused to be prepared by the 
Borrower pursuant to Section 2.2(f), except that if the rates and charges for services provided by 
the System have been changed since the beginning of such preceding fiscal year, then the rates 
and charges in effect at the time of issuance of the additional Bonds or finally authorized to go 
into effect within 60 days thereafter shall be applied to the quantities of service actually rendered 
and made available during such preceding fiscal year to ascertain the gross revenues, from which 
there shall be deducted to determine the net revenues Net Revenues, the actual operation and 
maintenance cost plus any additional annual costs of operation and maintenance which the 
Consultant estimates will be incurred because of the improvement or extension of the System to 
be constructed from the proceeds of the additional Bonds proposed to be issued.  In no event 
shall any additional Bonds be issued and made payable from the Revenue Bond Account if the 
Borrower is then in default in any payment of principal of or interest on any outstanding Bonds 
payable therefrom or if there then exists any deficiency in the balances required by this 
Resolution to be maintained in any of the accounts of the Fund, which will not be cured or 
restored upon the issuance of the additional Bonds.  In connection with the issuance of a series of 
additional Bonds, the Borrower shall cause amounts in the Reserve Account in the Revenue 
Bond Account to be increased, from the proceeds of the additional Bonds or from surplus Net 
Revenues, to an amount equal to the Reserve Requirement during the term of the outstanding 
Bonds or so much thereof as will not cause the Borrower to violate the provisions of Section 12.2 
11.5 hereof.” 
 

CC. Amendment of Section 10.4 of Original Resolution.  Section 10.4 of the Original 
Resolution is hereby amended to read as follows in its entirety (underlining indicates additions; 
strike-through deletions): 

 “Section 10.4  Subordinate Bonds.  Nothing in this Resolution shall preclude the 
Borrower from issuing additional Bonds bonds or notes which are expressly made a charge on 
only the Surplus Net Revenues of the System subordinate to the pledge of Net Revenues to the 
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Revenue Bond Account (such additional bonds, the “Subordinate Obligations”), or designating 
Water Debt that is subordinate to the Bonds as Subordinate Obligations; provided, however, no 
obligations may be issued pursuant to this Section 10.4 if a deficiency exists in the Revenue 
Bond Account or the Reserve Account which is not to be restored by the issuance of the 
Subordinate Obligations.  Any Surplus Net Revenues segregated to pay such Subordinate 
Obligations in the Fund are subject to the prior appropriation thereof to the Revenue Bond 
Account or the Reserve Account if necessary to meet the requirements thereof.” 
 

DD. Effect of Amendments.  Except as amended by this Article XII, the provisions of 
the Original Resolution as now in effect remain unamended and the Original Resolution, as 
amended hereby, continues in full force and effect. 

 
EE.  

MISCELLANEOUS 
Notices.  All notices or other communications hereunder shall be sufficiently sent or 

given and shall be deemed sent or given when delivered or mailed by certified mail, postage 
prepaid, to the parties at the following addresses: 

DNRC: Department of Natural Resources and Conservation 
1625 Eleventh Avenue 
P. O. Box 201601 
Helena, Montana 59620-1601 
Attn: Conservation and Resource 
         Development Division 

Trustee: U.S. Bank National Association 
c/o Corporate Trust Services 
1420 Fifth Avenue, 7th Floor 
Seattle, Washington 98101 

Borrower: City of Billings 
PO Box 1178 

 Billings, Montana  59103 
 Attn:  City Clerk 

Any of the above parties may, by notice in writing given to the others, designate any further or 
different addresses to which subsequent notices or other communications shall be sent. 

Binding Effect.  This Supplemental Resolution shall inure to the benefit of and shall be 
binding upon the DNRC, the Borrower and their respective successors and assigns. 

Severability.  If any provision of this Supplemental Resolution shall be determined to be 
unenforceable at any time, it shall not affect any other provision of the Resolution or the 
enforceability of that provision at any other time. 
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Amendments.  This Supplemental Resolution may not be effectively amended without 
the written consent of the DNRC. 

Applicable Law.  This Supplemental Resolution shall be governed by and construed in 
accordance with the internal laws of the State. 

Captions; References to Sections.  The captions in this Supplemental Resolution are for 
convenience only and do not define or limit the scope or intent of any provisions or Sections of 
this Supplemental Resolution. 

No Liability of Individual Officers, Directors or Trustees.  No recourse under or upon any 
obligation, covenant or agreement contained in this Supplemental Resolution shall be had against 
any director, officer or employee, as such, past, present or future, of the DNRC, the DEQ or the 
Trustee, either directly or through the DNRC, the DEQ or the Trustee, or against any officer, or 
member of the governing body or employee of the Borrower, past, present or future, as an 
individual so long as such individual was acting in good faith.  Any and all personal liability of 
every nature, whether at common law or in equity, or by statute or by constitution or otherwise, 
of any such officer or member of the governing body or employee of the DNRC, the Trustee or 
the Borrower is hereby expressly waived and released by the Borrower and by the DNRC as a 
condition of and in consideration for the adoption of this Supplemental Resolution and the 
making of the Loan. 

Payments Due on Holidays.  If the date for making any payment or the last date for 
performance of any act or the exercise of any right, as provided in this Supplemental Resolution 
or the Series 2009 Bonds, shall not be Business Day, such payments may be made or act 
performed or right exercised on the next succeeding Business Day with the same force and effect 
as if done on the nominal date provided in this Supplemental Resolution or the Series 2009 
Bonds. 

Right of Others To Perform Borrower’s Covenants.  In the event the Borrower shall fail 
to make any payment or perform any act required to be performed hereunder, then and in each 
such case the DNRC or the provider of any Collateral Document may (but shall not be obligated 
to) remedy such default for the account of the Borrower and make advances for that purpose.  No 
such performance or advance shall operate to release the Borrower from any such default and 
any sums so advanced by the DNRC or the provider of any Collateral Document shall be paid 
immediately to the party making such advance and shall bear interest at the rate of ten percent 
(10.00%) per annum from the date of the advance until repaid.  The DNRC and the provider of 
any Collateral Document shall have the right to enter the 2009 Project or the facility or facilities 
of which the 2009 Project is a part or any other facility which is a part of the System in order to 
effectuate the purposes of this Section. 

Authentication of Transcript.  The officers of the Borrower are hereby authorized and 
directed to furnish to the DNRC and to Bond Counsel certified copies of all proceedings relating 
to the issuance of the Series 2009 Bonds and such other certificates and affidavits as may be 
required to show the right, power and authority of the Borrower to issue the Series 2009 Bonds, 
and all statements contained in and shown by such instruments, including any heretofore 



 

 40  

furnished, shall constitute representations of the Borrower as to the truth of the statements of fact 
purported to be shown thereby. 

Date. This Supplemental Resolution shall take effect immediately. 
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Adopted by the City Council of the City of Billings, Montana, on this 27th day of July, 
2009. 

 ____________________________________ 
  Mayor 

 

Attest: ___________________________ 
            City Clerk 
 
 
(SEAL) 
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APPENDIX A 

Description of the 2009 Project 

[The 2009 Project generally consists of replacing existing sewer mains with new PVC 
water mains as well as replacing approximately 41 manholes.] 

 
Estimated 2009 Project Budget 

2009  
Project Costs 

Series  
2009A Bond 

Series  
2009B Bond 

Series  
2009C Bond 

 
Total 

Preliminary Engineering $16,750.00   $16,750.00 
Engineering/Arch. Design  $100,000.00 $585,977.00 $685,977.00 
Construction Engineering 
Services 

  $612,547.00 $612,547.00 

Construction $373,950.00 $232,427.00 $3,033,693.00 $3,640,070.00
Contingency   $759,477.00 $759,477.00 
Audit Fees   $5,000.00 $5,000.00 
Loan Reserves  $21,873.00 $385,306.00 $407,179.00 
Bond Counsel  $5,000.00 $5,000.00 $10,000.00 
TOTALS $390,700.00 $359,300.00 $5,387,000.00 $6,137,000.00

 

 

Green Infrastructure 

Of the amount shown above for construction of and improvements to be included in the 
2009 Project, the Borrower estimates that $750,000 of the proceeds of the Series 2009A Bond 
and of the Series 2009B Bond will be applied to the costs of Green Infrastructure.
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APPENDIX B-1 

[Form of the Series 2009A Bond] 

UNITED STATES OF AMERICA 
STATE OF MONTANA 

COUNTY OF YELLOWSTONE 

CITY OF BILLINGS 

SUBORDINATE LIEN SEWER SYSTEM REVENUE BOND 
(DNRC WATER POLLUTION CONTROL STATE REVOLVING LOAN PROGRAM) 

TAXABLE SERIES 2009A 

R-1 $390,700 

FOR VALUE RECEIVED, THE CITY OF BILLINGS, MONTANA (the “Borrower”), a 
duly organized municipal corporation and political subdivision of the State of Montana, 
acknowledges itself to be specially indebted and hereby promises to pay to the Department of 
Natural Resources and Conservation of the State of Montana (the “DNRC”), or its registered 
assigns, solely out of available Surplus Net Revenues in the Replacement and Depreciation 
Account or the Surplus Account of its Sewer System Fund, the principal sum equal to the sum of 
the amounts entered on Schedule A attached hereto under “Total Amount Advanced,” with 
interest on each such amount from the date such amount is advanced hereunder at the rate of two 
percent (2.00%) per annum on the unpaid balance until paid.  In addition, the Borrower shall pay 
an Administrative Expense Surcharge and Loan Loss Reserve Surcharge on the outstanding 
principal amount of this Bond from the date of each advance of principal at the rate of seventy-
five hundredths of one percent (0.75%) and one percent (1.00%) per annum, respectively.  
Interest and Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
payable in semiannual installments payable on each January 1 and July 1 (each a “Loan 
Repayment Date”) commencing with the Loan Repayment Date that is the first to occur 
following delivery by the DNRC to the Borrower of a statement that the Borrower’s obligation to 
repay the principal amount of the 2009A Loan is not forgiven, all as described in the Resolution 
(as hereinafter defined).  Principal shall be payable on the dates set forth in Schedule B hereto.  
Each installment shall be in the amount set forth opposite its due date in Schedule B hereto under 
“Total Loan Payment.”  The portion of each such payment consisting of principal, the portion 
consisting of interest and the portion consisting of Administrative Expense Surcharge and the 
portion consisting of Loan Loss Reserve Surcharge shall be as set forth in Schedule B attached 
hereto.  Upon each disbursement of 2009A Loan amounts to the Borrower pursuant to the 
Resolution described below, the DNRC shall enter (or cause to be entered) the amount advanced 
on Schedule A under “Advances” and the total amount advanced under the Resolution (as 
hereinafter defined), including such disbursement, under “Total Amount Advanced.”  The 
DNRC shall prepare Schedule B and any revised Schedule B, or cause Schedule B and any 
revised Schedule B to be prepared, as provided in Section 5.1 of the supplemental resolution 
authorizing this Bond.  Schedule B shall be calculated and recalculated on a level debt service 
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basis assuming an interest rate of three and seventy-five hundredths percent (3.75%) per annum.  
Past-due payments of principal and interest and Administrative Expense Surcharge and Loan 
Loss Reserve Surcharge shall bear interest at the rate of ten percent (10.00%) per annum, until 
paid.  Interest and Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
calculated on the basis of a 360-day year comprising 12 months of 30 days each.  All payments 
under this Bond shall be made to the registered holder of this Bond, at its address as it appears on 
the Bond register, in lawful money of the United States of America. 

NOTWITHSTANDING THE FOREGOING PROVISIONS OF THIS BOND, IN THE 
EVENT THAT THE BORROWER TIMELY DELIVERS AN ARRA CERTIFICATE AND 
REQUEST (AS DEFINED IN THE RESOLUTION) IN FORM AND SUBSTANCE 
SATISFACTORY TO THE DNRC AND THE DNRC IN RESPONSE THERETO SUPPLIES 
TO THE BORROWER A STATEMENT THAT THE BORROWER’S OBLIGATION TO 
REPAY PRINCIPAL ADVANCED UNDER THIS BOND IS FORGIVEN, THEN 
THEREUPON INTEREST SHALL BE DEEMED TO ACCRUE ON THE PRINCIPAL OF 
THIS SERIES 2009A BOND FROM THE DATE OF EACH ADVANCE AT THE RATE OF 
ZERO PERCENT (0.00%) PER ANNUM AND THE BORROWER’S OBLIGATION TO 
REPAY PRINCIPAL ADVANCED HEREUNDER SHALL BE FORGIVEN, AND THE 
BORROWER SHALL HAVE NO OBLIGATION TO REPAY THE DNRC OR ITS 
REGISTERED ASSIGNS ANY AMOUNTS ADVANCED HEREUNDER OR INTEREST OR 
ANY SURCHARGE THEREON.  THIS BOND SHALL THEREUPON BE MARKED 
“CANCELLED” AND RETURNED BY THE HOLDER TO THE BORROWER, AND THIS 
BOND SHALL NO LONGER CONSTITUTE AN OBLIGATION OF THE BORROWER OR 
OF THE SYSTEM (AS HEREINAFTER DEFINED). 

This Bond is one of an issue of Sewer System Revenue Bonds of the Borrower 
authorized to be issued in one or more series from time to time and constitutes a series in the 
maximum authorized principal amount of $390,700 (the “Series 2009A Bond”).  The Series 
2009A Bond is issued to finance a portion of the costs of the construction of certain 
improvements to the sewer system of the Borrower (the “System”) and to pay costs of issuance 
of the Series 2009A Bond.  The Series 2009A Bond is issued pursuant to and in full conformity 
with the Constitution and laws of the State of Montana thereunto enabling, including Montana 
Code Annotated, Title 7, Chapter 7, Part 44, as amended, and ordinances and resolutions duly 
adopted by the governing body of the Borrower, including Resolution No. 05-18326 of the City 
adopted on August 22, 2005, as amended and supplemented by Resolution No. 08-18738, 
adopted on July 28, 2008, as further amended and supplemented by Resolution No. _______, 
adopted July 27, 2009 (as so amended and supplemented, the “Resolution”).  The Series 2009A 
Bond is issuable only as a single, fully registered bond.  The Series 2009A Bond is issued as a 
Subordinate Lien Obligation payable out of available Surplus Net Revenues in the Replacement 
and Depreciation Account or the Surplus Account in the Fund of the Borrower.  The Borrower 
has issued its outstanding Sewer System Revenue Bond (DNRC Water Pollution Control State 
Revolving Loan Program), Series 2005 (the “Series 2005 Bond”), Sewer System Revenue Bond 
(DNRC Water Pollution Control State Revolving Loan Program), Series 2008 (the “Series 2008 
Bond”), and is issuing simultaneously herewith its Sewer System Revenue Bond (DNRC Water 
Pollution Control State Revolving Loan Program), Series 2009B (the “Series 2009B Bond”) and 
its Sewer System Revenue Bond (DNRC Water Pollution Control State Revolving Loan 
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Program), Series 2009C (the “Series 2009C Bond”).  The Series 2005 Bond, the Series 2008 
Bond, the Series 2009B Bond, and the Series 2009C Bond are parity lien bonds payable from the 
Revenue Bond Account in the Fund of the Borrower.  Following the 2009B First Advance, 
principal amounts of this Series 2009A Bond are advanced until all of the principal of this Series 
2009A Bond is advanced and then the remaining amounts of principal of the Series 2009B Bond 
or the principal amounts of the Series 2009C Bond are advanced.  Terms used with initial capital 
letters but not defined herein have the meanings given to them in the Resolution. 

Reference is made to the Resolution for a more complete statement of the terms and 
conditions upon which the Series 2009A Bond has been issued, the conditions upon which the 
Resolution may be amended, the rights, duties and obligations of the Borrower, and the rights of 
the owners of the Series 2009A Bond. 

The Borrower may prepay the principal of the Series 2009A Bond only if (i) it obtains the 
prior written consent of the DNRC thereto, and (ii) no Loan Repayment or Administrative 
Expense Surcharge or Loan Loss Reserve Surcharge is then delinquent.  Any prepayment 
permitted by the DNRC must be accompanied by payment of accrued interest and 
Administrative Expense Surcharge and Loan Loss Reserve Surcharge to the date of prepayment 
on the amount of principal prepaid.  If the Series 2009A Bond is prepaid in part, such 
prepayments shall be applied to principal payments in inverse order of maturity. 

This Series 2009A Bond, including interest and any premium for the redemption thereof, 
are payable solely from the Surplus Net Revenues available for the payment hereof and do not 
constitute a debt of the Borrower within the meaning of any constitutional or statutory limitation 
or provision. 

The Borrower may deem and treat the person in whose name this Series 2009A Bond is 
registered as the absolute owner hereof, whether this Series 2009A Bond is overdue or not, for 
the purpose of receiving payment and for all other purposes, and the Borrower shall not be 
affected by any notice to the contrary.  The Series 2009A Bond may be transferred as hereinafter 
provided. 

The Borrower understands that the principal amounts of the 2009A Loan and the 2009B 
Loan have been sized based on the understanding and expectation that the 2009 Project costs at 
least $6,137,000 and that the Borrower will request disbursement of the full amount of the 
2009A Loan and 2009B Loan.  Notwithstanding any provision to the contrary herein, the 
Borrower acknowledges and agrees that in the event there is any Undisbursed Committed 
Amount, then the DNRC reserves the right in its sole and complete discretion to reallocate loan 
amounts as between the 2009A Loan and 2009B Loan on the basis of the amounts of the 2009A 
Loan and the 2009B Loan that the Borrower would have been entitled to had the 2009 Loans 
initially equaled the Committed Amount less the Undisbursed Committed Amount.  The 
reallocation between the 2009A Loan and 2009B Loan will reflect the same percentage of the 
total amount of the 2009 Loans as initially used.  Upon making such reallocation, the DNRC 
shall deliver to the Borrower a replacement Series 2009A Bond and a replacement Series 2009B 
Bond reflecting adjusted principal amounts, which bonds shall supersede and render of no effect 
the original bonds and be payable on the same dates as described in the original bonds, but in an 
adjusted amount owing on each Payment Date because of  the reallocation of principal amounts.  
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The Borrower shall execute and deliver the replacement Series 2009A Bond and the replacement 
Series 2009B Bond to the DNRC within thirty (30) days after delivery of such bonds to the 
Borrower by the DNRC.  Contemporaneous with the delivery of the replacement Series 2009A 
Bond and the replacement Series 2009B Bond to the DNRC by the Borrower, the Borrower shall 
determine whether the Net Revenues of the System total at least 125% of the maximum principal 
of and interest payable on the Bonds outstanding in any fiscal year, and, if they do not, the 
Borrower shall increase its rates and charges to satisfy the rate covenant set forth in Section 6.7 
of the Resolution within three (3) months after the date of delivery of the replacement Series 
2009A Bond and the replacement Series 2009B Bond to the DNRC by the Borrower. 

IT IS HEREBY CERTIFIED, RECITED, COVENANTED AND AGREED that the 
Borrower will forthwith construct and complete the improvements to the System hereinabove 
described; that it will prescribe and collect reasonable rates and charges for all services and 
facilities afforded by the System, including all additions thereto and replacements and 
improvements thereof, and has created a special Sewer System Fund into which the gross 
revenues of the System will be paid, and a separate and special Replacement and Depreciation 
Account and Surplus Account in that Fund, into which will be paid, subject to the prior lien 
thereon of the Revenue Bond Account and the Reserve Account, Surplus Net Revenues; that the 
rates and charges for the System will from time to time be made and kept sufficient, to provide 
gross income and revenues adequate to pay promptly the reasonable and current expenses of 
operating and maintaining the System, to produce in each fiscal year Net Revenues in excess of 
such current expenses, equal to at least 125% of the maximum amount of principal and interest 
payable from the Revenue Bond Account in any subsequent fiscal year and to produce in each 
fiscal year adequate Surplus Net Revenues to pay the principal of and interest on the Series 
2009A Bond as and when due; that additional bonds issued on a parity with the Series 2005 
Bond, the Series 2008 Bond, the Series 2009B Bond, and the Series 2009C Bond (such bonds, 
collectively with the Series 2005 Bond, the Series 2008 Bond, the Series 2009B Bond, and the 
Series 2009C Bond, the “Bonds”) and refunding Bonds may be issued and made payable from 
the Revenue Bond Account on a parity with the Series 2005 Bond, the Series 2008 Bond, the 
Series 2009B Bond, and the Series 2009C Bond, and other parity Bonds, upon certain conditions 
set forth in the Resolution, but no obligation will be otherwise incurred and made payable from 
the Net Revenues of the System, unless the lien thereof shall be expressly made subordinate to 
the lien of the Series 2005 Bond, the Series 2008 Bond, the Series 2009B Bond, the Series 
2009C Bond, and additional parity Bonds on such Net Revenues (such as is the case with this 
Series 2009A Bond); that all provisions for the security of the holder of this Series 2009A Bond 
set forth in the Resolution will be punctually and faithfully performed as therein stipulated; that 
all acts, conditions and things required by the Constitution and laws of the State of Montana and 
the ordinances and resolutions of the Borrower to be done, to exist, to happen and to be 
performed in order to make this Series 2009A Bond a valid and binding special obligation of the 
Borrower according to its terms have been done, do exist, have happened and have been 
performed in regular and due form, time and manner as so required; and that this Series 2009A 
Bond and the interest hereon are payable solely out of available Surplus Net Revenues in the 
Replacement and Depreciation Account or the Surplus Account of the Fund and do not constitute 
a debt of the Borrower within the meaning of any constitutional or statutory limitation or 
provision and the issuance of the Series 2009A Bond does not cause either the general or the 
special indebtedness of the Borrower to exceed any constitutional or statutory limitation. 
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IN WITNESS WHEREOF, the City of Billings, Montana, by its governing body, has 
caused this Bond to be executed by the signatures of its Mayor and City Clerk, and has caused 
the official seal of the Borrower to be affixed hereto, and has caused this Bond to be dated as of 
the _____ day of _____________________, 2009. 

 

 ____________________________________ 
  Mayor 

(SEAL) 

 

________________________________ 
City Clerk 
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REGISTRATION AND TRANSFER 

This Bond shall be fully registered as to both principal and interest.  No transfer of this Bond 
shall be valid unless and until (1) the registered holder of the Bond, or his duly authorized 
attorney or legal representative, executes the form of assignment appearing on this Bond, and (2) 
the City Clerk as bond registrar (the “Registrar”), has duly noted the transfer on the Bond and 
recorded the transfer on the Registrar’s registration books.  The Borrower shall be entitled to 
deem and treat the person in whose name this Bond is registered as absolute owner thereof for all 
purposes, notwithstanding any notice to the contrary.  Payments on account of the Bond shall be 
made only to the order of the registered holder thereof, and all such payments shall be valid and 
effectual to satisfy and discharge the Borrower’s liability upon the Bond to the extent of the sum 
or sums so paid. 

REGISTER 

The ownership of the unpaid Principal Balance of this Bond and the interest accruing 
thereon is registered on the books of the City of Billings, Montana in the name of the registered 
holder appearing on the first page hereof or as last noted below: 

Date of           Name and Address         Signature of 
        Registration           of Registered Holder             City Clerk 

                       , 2009     Department of Natural                                                   
Resources and Conservation 
1625 Eleventh Avenue    

           Helena, MT  59620          

THE FOLLOWING ENTRIES ARE TO BE MADE ONLY BY THE BOND 
REGISTRAR UPON REGISTRATION OF EACH TRANSFER 

The City Clerk of the City of Billings, Montana, acting as Bond Registrar, has 
transferred, on the books of the Borrower, on the date last noted below, ownership of the 
principal amount of and the accrued interest on this Bond to the new registered holder noted next 
to such date, except for amounts of principal and interest theretofore paid. 

Date of 
Transfer 

 
Name of New Registered Holder Signature of Bond Registrar 
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FORM OF ASSIGNMENT 

For value received, the undersigned hereby sells, assigns and transfers unto ___________ 

_________________________________________________ the within Bond and does hereby 

irrevocably constitute and appoint __________________________________________________ 

attorney to transfer the Bond on the books kept for the registration thereof, with full power of 

substitution in the premises. 

Dated:  _____________ ____________________________________ 

 
Notice: The assignor’s signature to this assignment must correspond with the name as it 
appears upon the face of the within Bond in every particular, without alteration or any 
change whatsoever. 
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SCHEDULE A 
SCHEDULE OF AMOUNTS ADVANCED 

Date  Advances  
Total Amount 

Advanced  Notation Made By 
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SCHEDULE B 
  

 Loan Loss 
  Administrative             Reserve 

 Total Loan 
Date Principal Interest Expense Surcharge   Surcharge    
Payment 
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APPENDIX B-2 

[Form of the Series 2009B Bond] 

UNITED STATES OF AMERICA 
STATE OF MONTANA 

COUNTY OF YELLOWSTONE 

CITY OF BILLINGS 

SEWER SYSTEM REVENUE BOND 
(DNRC WATER POLLUTION CONTROL STATE REVOLVING LOAN PROGRAM) 

SERIES 2009B 

R-1 $359,300 

FOR VALUE RECEIVED, THE CITY OF BILLINGS, MONTANA (the 
“Borrower”), a duly organized municipal corporation and political subdivision of the State of 
Montana, acknowledges itself to be specially indebted and, for value received, hereby promises 
to pay to the Department of Natural Resources and Conservation of the State of Montana (the 
“DNRC”), or its registered assigns, solely from the Revenue Bond Account of its Sewer System 
Fund, the principal sum equal to the sum of the amounts entered on Schedule A attached hereto 
under “Total Amount Advanced,” with interest on each such amount from the date such amount 
is advanced hereunder at the rate of two percent (2.00%) per annum on the unpaid balance until 
paid.  In addition, the Borrower shall pay an Administrative Expense Surcharge and Loan Loss 
Reserve Surcharge on the outstanding principal amount of this Bond from the date of each 
advance of principal at the rate of seventy-five hundredths of one percent (0.75%) and one 
percent (1.00%) per annum, respectively.  Interest and Administrative Surcharge and Loan Loss 
Reserve Surcharge shall be payable in semiannual installments payable on each January 1 and 
July 1 (each a “Loan Repayment Date”) commencing  with the Loan Repayment Date that is the 
first to occur following delivery by the DNRC of a DNRC Noncompliance Statement (as defined 
in the Resolution described below) and taking into account payments, if any, made on each Loan 
Repayment Date prior to the deliver of such statement, all as described in the Resolution.  
Principal shall be payable on the dates set forth in Schedule B hereto.  Each installment shall be 
in the amount set forth opposite its due date in Schedule B attached hereto under “Total Loan 
Payment.”  The portion of each such payment consisting of principal, the portion consisting of 
interest, the portion consisting of Administrative Expense Surcharge and the portion consisting 
of Loan Loss Reserve Surcharge shall be as set forth in Schedule B hereto.  Upon each 
disbursement of 2009B Loan amounts to the Borrower pursuant to the Resolution, the DNRC 
shall enter (or cause to be entered) the amount advanced on Schedule A under “Advances” and 
the total amount advanced under the Resolution (as hereinafter defined), including such 
disbursement, under “Total Amount Advanced.”  The DNRC shall prepare Schedule B and any 
revised Schedule B, or cause Schedule B and any revised Schedule B to be prepared, as provided 
in Section 5.1 of the Resolution.  Schedule B shall be calculated and recalculated on a level debt 
service basis assuming an interest rate of three and seventy-five hundredths percent (3.75%) per 
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annum.  Past-due payments of principal, interest, Administrative Expense Surcharge and Loan 
Loss Reserve Surcharge shall bear interest at the rate of ten percent (10.00%) per annum, until 
paid.  Interest, Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
calculated on the basis of a 360-day year comprising 12 months of 30 days each.  All payments 
under this Bond shall be made to the registered holder of this Bond, at its address as it appears on 
the Bond register, in lawful money of the United States of America. 

NOTWITHSTANDING ANY PROVISION TO THE CONTRARY HEREIN, IN 
THE EVENT THE BORROWER TIMELY DELIVERS AN ARRA CERTIFICATE AND 
REQUEST (AS DEFINED IN THE RESOLUTION) IN FORM AND SUBSTANCE 
SATISFACTORY TO THE DNRC AND THE DNRC IN RESPONSE THERETO SUPPLIES  
TO THE BORROWER A DNRC FORGIVENESS STATEMENT AS SET FORTH IN THE 
RESOLUTION, THEN AMOUNTS ADVANCED HEREUNDER FROM AND AFTER THE 
2009B FIRST ADVANCE (AS DEFINED IN THE RESOLUTION) SHALL BEAR INTEREST 
AT A RATE OF ONE AND SEVENTY-FIVE HUNDREDTHS PERCENT (1.75%), AND THE 
BORROWER SHALL HAVE NO OBLIGATION TO PAY ANY ADMINISTRATIVE 
EXPENSE SURCHARGE OR ANY LOAN LOSS RESERVE SURCHARGE.  If the DNRC 
delivers a DNRC Forgiveness Statement, the Trustee shall revise Schedule B to the Series 2009B 
Bond reflecting a debt service schedule with payments at 1.75% per annum in accordance with 
the Resolution, and the Trustee shall send a copy of such revised Schedule B to the Borrower 
within one month after the delivery of such statement. 

In the event any Loan Repayment Date occurs prior to the delivery by the DNRC 
of a DNRC Statement (as defined in the Resolution), the amount of interest, Administrative 
Expense Surcharge and Loan Loss Reserve Surcharge payable on each such Loan Repayment 
Date will be calculated as if the DNRC has previously delivered to the Borrower DNRC 
Forgiveness Statement. 

This Bond is one of an issue of Sewer System Revenue Bonds of the Borrower 
authorized to be issued in one or more series from time to time, and constitutes a series in the 
maximum authorized principal amount of $359,300 (the “Series 2009B Bond”), issued to finance 
a portion of the costs of construction of certain improvements to the sewer system of the 
Borrower (the “System”) and to pay costs of issuance of the Series 2009B Bond.  The Series 
2009B Bond is issued pursuant to and in full conformity with the Constitution and laws of the 
State of Montana thereunto enabling, including Montana Code Annotated, Title 7, Chapter 7, 
Part 44, as amended, and ordinances and resolutions duly adopted by the governing body of the 
Borrower, including Resolution No. 05-18326 of the City adopted on August 22, 2005, as 
amended and supplemented by Resolution No. 08-18738, adopted on July 28, 2008, as further 
amended and supplemented by Resolution No. _______, adopted July 27, 2009 (as so amended 
and supplemented, the “Resolution”).  The Series 2009B Bond is issuable only as a single, fully 
registered bond.  The Series 2009B Bond is issued on a parity and is equally and ratably secured 
by the Net Revenues of the System with the Borrower’s outstanding Sewer System Revenue 
Bond (DNRC Water Pollution Control State Revolving Loan Program), Series 2005 (the “Series 
2005 Bond”), its Sewer System Revenue Bond (DNRC Water Pollution Control State Revolving 
Loan Program), Series 2008 (the “Series 2008 Bond”), and its Sewer System Revenue Bond 
(DNRC Water Pollution Control State Revolving Loan Program), Series 2009C (the “Series 
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2009C Bond”), which is being issued simultaneously herewith. The Borrower is also issuing 
simultaneously herewith its Subordinate Lien Sewer System Revenue Bond (DNRC Water 
Pollution Control State Revolving Loan Program), Taxable Series 2009A (the “Series 2009A 
Bond”).  The 2009B First Advance has been advanced at Closing.  Following the 2009B First 
Advance, the remaining principal amounts of this Series 2009B Bond are advanced immediately 
after the full advance of the principal amount of the Series 2009A Bond.  Terms used with initial 
capital letters but not defined herein have the meanings given to them in the Resolution. 

Reference is made to the Resolution for a more complete statement of the terms and 
conditions upon which the Series 2009B Bond has been issued, the Net Revenues of the System 
pledged and appropriated for the payment and security thereof, the conditions upon which 
additional bonds may be issued under the Resolution and made payable from such Net Revenues 
on a parity with the Series 2005 Bond, the Series 2008 Bond, the Series 2009B Bond, and the 
Series 2009C Bond (collectively, the “Bonds”) or otherwise, the conditions upon which the 
Resolution may be amended, the rights, duties and obligations of the Borrower, and the rights of 
the owners of the Series 2009B Bond. 

The Borrower may prepay the principal of the Series 2009B Bond only if (i) it obtains the 
prior written consent of the DNRC thereto, and (ii) no Loan Repayment is then delinquent.  Any 
prepayment permitted by the DNRC must be accompanied by payment of accrued interest and 
Administrative Expense Surcharge and Loan Loss Reserve Surcharge, if any, to the date of 
prepayment on the amount of principal prepaid.  If the Series 2009B Bond is prepaid in part, 
such prepayments shall be applied to principal payments in inverse order of maturity. 

The Bonds, including interest and any premium for the redemption thereof, are payable 
solely from the Net Revenues pledged for the payment thereof and do not constitute a debt of the 
Borrower within the meaning of any constitutional, statutory or charter limitation or provision. 

The Borrower may deem and treat the person in whose name this Series 2009B Bond is 
registered as the absolute owner hereof, whether this Series 2009B Bond is overdue or not, for 
the purpose of receiving payment and for all other purposes, and the Borrower shall not be 
affected by any notice to the contrary.  The Series 2009B Bond may be transferred as hereinafter 
provided. 

This Series 2009B Bond has been designated by the Borrower as a “qualified tax-exempt 
obligation” pursuant to Section 265 of the Internal Revenue Code of 1986, as amended. 

The Borrower understands that the principal amounts of the 2009A Loan and the 2009B 
Loan have been sized based on the understanding and expectation that the 2009 Project costs at 
least $6,137,000 and that the Borrower will request disbursement of the full amount of the 
2009A Loan and 2009B Loan.  Notwithstanding any provision to the contrary herein, the 
Borrower acknowledges and agrees that in the event there is any Undisbursed Committed 
Amount, then the DNRC reserves the right in its sole and complete discretion to reallocate loan 
amounts as between the 2009A Loan and 2009B Loan on the basis of the amounts of the 2009A 
Loan and the 2009B Loan that the Borrower would have been entitled to had the 2009 Loans 
initially equaled the Committed Amount less the Undisbursed Committed Amount.  The 
reallocation between the 2009A Loan and 2009B Loan will reflect the same percentage of the 
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total amount of the 2009 Loans as initially used.  Upon making such reallocation, the DNRC 
shall deliver to the Borrower a replacement Series 2009A Bond and a replacement Series 2009B 
Bond reflecting adjusted principal amounts, which bonds shall supersede and render of no effect 
the original bonds and be payable on the same dates as described in the original bonds, but in an 
adjusted amount owing on each Payment Date because of the reallocation of principal amounts.  
The Borrower shall execute and deliver the replacement Series 2009A Bond and the replacement 
Series 2009B Bond to the DNRC within thirty (30) days after delivery of such bonds to the 
Borrower by the DNRC.  Contemporaneous with the delivery of the replacement Series 2009A 
Bond and the replacement Series 2009B Bond to the DNRC by the Borrower, the Borrower shall 
determine whether the Net Revenues of the System total at least 125% of the maximum principal 
of and interest payable on the Bonds outstanding in any fiscal year, and, if they do not, the 
Borrower shall increase its rates and charges to satisfy the rate covenant set forth in Section 6.7 
of the Resolution within three (3) months after the date of delivery of the replacement Series 
2009A Bond and the replacement Series 2009B Bond to the DNRC by the Borrower. 

IT IS HEREBY CERTIFIED, RECITED, COVENANTED AND AGREED that the 
Borrower has duly authorized and will forthwith undertake the improvements to the System 
hereinabove described, has fixed and established and will collect reasonable rates and charges for 
the services and facilities afforded by the System, and has created a special Sewer System Fund 
into which the revenues of the System as defined in the Original Resolution (the “Revenues”), 
including all additions thereto and replacements and improvements thereof, will be paid, and a 
separate and special Revenue Bond Account in that fund, into which will be paid each month, 
Net Revenues of the System then on hand (the Revenues remaining after the payment of 
Operating Expenses (as defined in the Original Resolution) of the System), an amount equal to 
not less than the sum of one-sixth of the interest due within the next six months and one-twelfth 
of the principal due within the next twelve months with respect to all outstanding Bonds payable 
from that account, and a Reserve Account in that fund into which shall be paid additional Net 
Revenues sufficient to establish and maintain a reserve therein equal to, as of the date of 
calculation, the Reserve Requirement (as defined in the Resolution); that the Revenue Bond 
Account and the Reserve Account will be used only to pay the principal of, premium, if any, and 
interest on the Bonds issued pursuant to the authority herein recited; that the rates and charges 
for the System will from time to time be made and kept sufficient to provide Net Revenues for 
each fiscal year at least equal to 125% of the maximum principal and interest payable from the 
Revenue Bond Account in any subsequent fiscal year (calculated assuming the DNRC has 
delivered a DNRC Forgiveness Statement), to maintain the balance in the Reserve Account at the 
Reserve Requirement, to pay promptly the reasonable and current expenses of operating and 
maintaining the System, and to provide reserves for the repair and replacement of the System; 
that additional Bonds and refunding Bonds may be issued and made payable from the Revenue 
Bond Account on a parity with the Series 2005 Bond, the Series 2008 Bond, the Series 2009B 
Bond, and the Series 2009C Bond upon certain conditions set forth in the Resolution, but no 
obligation will be otherwise incurred and made payable from the Net Revenues unless the lien 
thereof shall be expressly made subordinate to the lien of the Series 2005 Bond, the Series 2008 
Bond, the Series 2009B Bond, and the Series 2009C Bond, and other parity Bonds on such Net 
Revenues and such obligations are payable only from Surplus Net Revenues (as is the case with 
the Series 2009A Bond); that all provisions for the security of this Series 2009B Bond set forth 
in the Resolution will be punctually and faithfully performed as therein stipulated; that all acts, 
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conditions and things required by the Constitution and laws of the State of Montana and the 
ordinances and resolutions of the Borrower to be done, to exist, to happen and to be performed in 
order to make this Series 2009B Bond a valid and binding special obligation of the Borrower 
according to its terms have been done, do exist, have happened and have been performed as so 
required; and that this Series 2009B Bond and the premium, if any, and interest hereon are 
payable solely from the Net Revenues of the System pledged and appropriated to the Revenue 
Bond Account and do not constitute a debt of the Borrower within the meaning of any 
constitutional, statutory or charter limitation or provision and the issuance of the Series 2009B 
Bond does not cause either the general or the special indebtedness of the Borrower to exceed any 
constitutional, statutory or charter limitation. 

IN WITNESS WHEREOF, the City of Billings, Montana, by its governing body, has 
caused this Bond to be executed by the signatures of its Mayor and City Clerk, and has caused 
the official seal of the Borrower to be affixed hereto, and has caused this Bond to be dated as of 
the _____ day of _____________________, 2009. 

 

 ____________________________________ 
  Mayor 

(SEAL) 

 

________________________________ 
City Clerk 
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REGISTRATION AND TRANSFER 

This Bond shall be fully registered as to both principal and interest.  No transfer of this Bond 
shall be valid unless and until (1) the registered holder of the Bond, or his duly authorized 
attorney or legal representative, executes the form of assignment appearing on this Bond, and (2) 
the City Clerk as bond registrar (the “Registrar”), has duly noted the transfer on the Bond and 
recorded the transfer on the Registrar’s registration books.  The Borrower shall be entitled to 
deem and treat the person in whose name this Bond is registered as absolute owner thereof for all 
purposes, notwithstanding any notice to the contrary.  Payments on account of the Bond shall be 
made only to the order of the registered holder thereof, and all such payments shall be valid and 
effectual to satisfy and discharge the Borrower’s liability upon the Bond to the extent of the sum 
or sums so paid. 

Date of           Name and Address         Signature of 
        Registration           of Registered Holder         City Clerk 

                       , 2009     Department of Natural                                                   
Resources and Conservation 
1625 Eleventh Avenue    

           Helena, MT  59620          

THE FOLLOWING ENTRIES ARE TO BE MADE ONLY BY THE BOND 
REGISTRAR UPON REGISTRATION OF EACH TRANSFER 

The City Clerk of the City of Billings, Montana, acting as Bond Registrar, has 
transferred, on the books of the Borrower, on the date last noted below, ownership of the 
principal amount of and the accrued interest on this Bond to the new registered holder noted next 
to such date, except for amounts of principal and interest theretofore paid. 

Date of 
Transfer 

 
Name of New Registered Holder Signature of Bond Registrar 
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FORM OF ASSIGNMENT 

For value received, the undersigned hereby sells, assigns and transfers unto ___________ 

_________________________________________________ the within Bond and does hereby 

irrevocably constitute and appoint __________________________________________________ 

attorney to transfer the Bond on the books kept for the registration thereof, with full power of 

substitution in the premises. 

Dated:  _____________ ____________________________________ 

 
Notice: The assignor’s signature to this assignment must correspond with the name as it 
appears upon the face of the within Bond in every particular, without alteration or any 
change whatsoever. 



 

 B-2-8 

SCHEDULE A 
SCHEDULE OF AMOUNTS ADVANCED 

Date  Advances  
Total Amount 

Advanced  Notation Made By 
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SCHEDULE B 
 Loan Loss 

  Administrative             Reserve 
 Total Loan 
Date Principal Interest Expense Surcharge   Surcharge    
Payment 
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APPENDIX B-3 

[Form of the Series 2009C Bond] 

UNITED STATES OF AMERICA 
STATE OF MONTANA 

COUNTY OF YELLOWSTONE 

CITY OF BILLINGS 

WATER SYSTEM REVENUE BOND 
(DNRC DRINKING WATER STATE REVOLVING LOAN PROGRAM) 

SERIES 2009C 

R-1 $5,387,000 

FOR VALUE RECEIVED, the City of Billings, Montana (the “Borrower”), a 
duly organized municipal corporation and political subdivision of the State of Montana, 
acknowledges itself to be specially indebted and, for value received, hereby promises to pay to 
the Department of Natural Resources and Conservation of the State of Montana (the “DNRC”), 
or its registered assigns, solely from the Revenue Bond Account of its Sewer System Fund, the 
principal sum equal to the sum of the amounts entered on Schedule A attached hereto under 
“Total Amount Advanced,” with interest on each such amount from the date such amount is 
advanced hereunder at the rate of two percent (2.00%) per annum on the unpaid balance until 
paid.  As described more particularly in the Resolution (defined below), the 2009C First 
Advance will be made, if at all, following the advance of the full principal amount of the Series 
2009A Bond and the Series 2009B Bond (as such terms are defined below or in the Resolution), 
and upon the making of the 2009C First Advance, the DNRC shall enter the applicable amount 
on Schedule A hereto and attach the applicable Schedule B hereto.  In addition, the Borrower 
shall pay an Administrative Expense Surcharge and a Loan Loss Reserve Surcharge on the 
outstanding principal amount of this Bond at the rates of seventy-five hundredths of one percent 
(0.75%) and one percent (1.00%), respectively, per annum.  Interest and Administrative Expense 
Surcharge and Loan Loss Reserve Surcharge shall be payable in semiannual installments payable 
on each January 1 and July 1 (each a “Loan Repayment Date”) commencing on the date first set 
forth in the column headed “Date” or “Payment Date” on Schedule B attached hereto.  Principal 
shall be payable on the dates set forth in Schedule B hereto.  Each installment shall be in the 
amount set forth opposite its due date in Schedule B attached hereto under “Total Loan 
Payment.”  The portion of each such payment consisting of principal, the portion consisting of 
interest, the portion consisting of Administrative Expense Surcharge, and the portion consisting 
of Loan Loss Reserve Surcharge shall be as set forth in Schedule B hereto.  Upon each 
disbursement of Loan amounts to the Borrower pursuant to the Resolution described below, the 
DNRC shall enter (or cause to be entered) the amount advanced on Schedule A under 
“Advances” and the total amount advanced under the Resolution (as hereinafter defined), 
including such disbursement, under “Total Amount Advanced.”  The DNRC shall prepare 
Schedule B and any revised Schedule B, or cause Schedule B and any revised Schedule B to be 
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prepared, as provided in Section 5.1 of the Resolution.  Schedule B shall be calculated and 
recalculated on a level debt service basis assuming an interest rate of 3.75% per annum.  Past-
due payments of principal and interest and Administrative Expense Surcharge and Loan Loss 
Reserve Surcharge shall bear interest at the rate of ten percent (10.00%) per annum, until paid.  
Interest and Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
calculated on the basis of a 360-day year comprising 12 months of 30 days each.  All payments 
under this Bond shall be made to the registered holder of this Bond, at its address as it appears on 
the Bond register, in lawful money of the United States of America. 

This Bond is one of an issue of Sewer System Revenue Bonds of the Borrower 
authorized to be issued in one or more series from time to time, and constitutes a series in the 
maximum authorized principal amount of $5,387,000 (the “Series 2009C Bond”).  The Series 
2009C Bond is issued to finance a portion of the costs of the construction of certain 
improvements to the sewer system of the Borrower (the “System”), to fund deposits to the 
Reserve Account, and to pay costs of issuance of the Series 2009C Bond.  The Series 2009C 
Bond is issued pursuant to and in full conformity with the Constitution and laws of the State of 
Montana thereunto enabling, including Montana Code Annotated, Title 7, Chapter 7, Part 44, as 
amended, and ordinances and resolutions duly adopted by the governing body of the Borrower, 
including Resolution No. 05-18326 of the City adopted on August 22, 2005, as amended and 
supplemented by Resolution No. 08-18738, adopted on July 28, 2008, as further amended and 
supplemented by Resolution No. _______, adopted July 27, 2009 (as so amended and 
supplemented, the “Resolution”)..  The Series 2009C Bond is issuable only as a single, fully 
registered bond.  The Series 2009C Bond is issued on a parity with the Borrower’s outstanding 
Sewer System Revenue Bond (DNRC Water Pollution Control State Revolving Loan Program), 
Series 2005 (the “Series 2005 Bond”), its Sewer System Revenue Bond (DNRC Water Pollution 
Control State Revolving Loan Program), Series 2008 (the “Series 2008 Bond”), and its Sewer 
System Revenue Bond (DNRC Water Pollution Control State Revolving Loan Program), Series 
2009B (the “Series 2009B Bond”), which is being issued simultaneously herewith.  The 
Borrower is also issuing simultaneously herewith its Subordinate Lien Sewer System Revenue 
Bond (DNRC Water Pollution Control State Revolving Loan Program), Taxable Series 2009A 
(the “Series 2009A Bond”).  Principal amounts of this Series 2009C Bond are advanced only 
after the full principal amount of the Series 2009A Bond and the Series 2009B Bond have been 
advanced.  Terms used with initial capital letters but not defined herein have the meanings given 
them in the Resolution. 

Reference is made to the Resolution for a more complete statement of the terms 
and conditions upon which the Series 2009C Bond has been issued, the Net Revenues of the 
System pledged and appropriated for the payment and security thereof, the conditions upon 
which additional bonds may be issued under the Resolution and made payable from such Net 
Revenues on a parity with the Series 2005 Bond, the Series 2008 Bond, the Series 2009B Bond, 
and Series 2009C Bond (collectively, the “Bonds”) or otherwise, the conditions upon which the 
Resolution may be amended, the rights, duties and obligations of the Borrower, and the rights of 
the owners of the Series 2009C Bond. 

The Borrower may prepay the principal of the Series 2009C Bond only if (i) it 
obtains the prior written consent of the DNRC thereto, and (ii) no Loan Repayment or 
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Administrative Expense Surcharge or Loan Loss Reserve Surcharge is then delinquent.  Any 
prepayment permitted by the DNRC must be accompanied by payment of accrued interest, and 
Administrative Expense Surcharge and Loan Loss Reserve Surcharge to the date of prepayment 
on the amount of principal prepaid.  If the Series 2009C Bond is prepaid in part, such 
prepayments shall be applied to principal payments in inverse order of maturity. 

The Series 2009C Bond, including interest and any premium for the redemption 
thereof, are payable solely from the Net Revenues pledged for the payment thereof and do not 
constitute a debt of the Borrower within the meaning of any constitutional or statutory limitation 
or provision. 

The Borrower may deem and treat the person in whose name this Series 2009C 
Bond is registered as the absolute owner hereof, whether this Series 2009C Bond is overdue or 
not, for the purpose of receiving payment and for all other purposes, and the Borrower shall not 
be affected by any notice to the contrary.  The Series 2009C Bond may be transferred as 
hereinafter provided. 

IT IS HEREBY CERTIFIED, RECITED, COVENANTED AND AGREED that 
the Borrower will forthwith construct and complete the improvements to the System hereinabove 
described; that it will prescribe and collect reasonable rates and charges for all services and 
facilities afforded by the System, including all additions thereto and replacements and 
improvements thereof, and has created a special Sewer System Fund into which the gross 
revenues of the System will be paid, and a separate and special Revenue Bond Account in that 
Fund, into which will be paid each month, from and as a first and prior lien on the Net Revenues 
of the System then on hand, an amount equal to not less than the sum of one-sixth of the interest 
to become due within the next six months and one-twelfth of the principal to become due within 
the next twelve months with respect to all Bonds payable from that Account; that the Borrower 
has created a Reserve Account in such fund into which shall be paid additional Net Revenues, 
after required credits to the Revenue Bond Account sufficient to maintain a reserve therein equal 
to the maximum amount of principal and interest payable in any subsequent fiscal year on all 
such Bonds; that the Revenue Bond Account will be used only to pay the principal of, premium, 
if any, and interest on the Bonds and any other additional Bonds issued pursuant to the 
Resolution on a parity therewith; that the rates and charges for the System will from time to time 
be made and kept sufficient, to provide gross income and revenues adequate to pay promptly the 
reasonable and current expenses of operating and maintaining the System and to produce in each 
fiscal year Net Revenues in excess of such current expenses, equal to 125% of the maximum 
amount of principal and interest payable from the Revenue Bond Account in any subsequent 
fiscal year; that additional Bonds and refunding Bonds may be issued and made payable from the 
Revenue Bond Account on a parity with the Series 2005 Bond, the Series 2008 Bond, the Series 
2009B Bond, Series 2009C Bond, and other parity Bonds, upon certain conditions set forth in the 
Resolution, but no obligation will be otherwise incurred and made payable from the Net 
Revenues of the System, unless the lien thereof shall be expressly made subordinate to the lien of 
the Series 2005 Bond, the Series 2008 Bond, the Series 2009B Bond, Series 2009C Bond, and 
additional parity Bonds on such Net Revenues; that all provisions for the security of the holder of 
this Series 2009C Bond set forth in the Resolution will be punctually and faithfully performed as 
therein stipulated; that all acts, conditions and things required by the Constitution and laws of the 



 

 4 

State of Montana and the ordinances and resolutions of the Borrower to be done, to exist, to 
happen and to be performed in order to make this Series 2009C Bond a valid and binding special 
obligation of the Borrower according to its terms have been done, do exist, have happened and 
have been performed in regular and due form, time and manner as so required; and that this 
Series 2009C Bond and the interest hereon are payable solely from the Net Revenues of the 
System pledged and appropriated to the Revenue Bond Account and do not constitute a debt of 
the Borrower within the meaning of any constitutional or statutory limitation or provision and the 
issuance of the Series 2009C Bond does not cause either the general or the special indebtedness 
of the Borrower to exceed any constitutional or statutory limitation. 

IN WITNESS WHEREOF, the City of Billings, Montana, by its governing body, 
has caused this Bond to be executed by the signatures of the Mayor and the City Clerk, and has 
caused the official seal of the Borrower to be affixed hereto, and has caused this Bond to be 
dated as of the           day of                           , 2009. 

 

           
        Mayor 

(SEAL) 
             
         City Clerk 
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 CITY COUNCIL AGENDA ITEM 
 CITY OF BILLINGS, MONTANA 
 Monday, July 27, 2009 
 

 
SUBJECT: Resolution Relating to Revenue Bonds for the 2008 and 2009 Water   

Replacement Projects; Authorizing the Issuance and Fixing the Terms and 
Conditions of the Bonds  

DEPARTMENT: Administration-Finance Division 

PRESENTED BY: Patrick M. Weber, Financial Services Manager 

 
PROBLEM/ISSUE STATEMENT: On March 9, 2009, the council authorized the issuance of 
Department of Natural Resources and Conservation (DNRC) loans which will be represented and 
secured by revenue bonds to pay for the cost of construction for the 2008 and 2009 water 
replacement projects.  The City of Billings projects were selected to receive the American Recovery 
and Reinvestment Act (ARRA) funding for a portion of the loans. This resolutions authorizes the 
issuance and fixes the terms and conditions of the bonds.   
 
FINANCIAL IMPACT: The water loan of $3,500,000 consists of three parts.  $416,300 of the 
loan will be forgiven upon completion of the ARRA program requirements.   A reduced interest of 
1.75% will be applied to $333,700 of the loan. The remaining amount of the loan, $2,750,000 will 
be issued at a rate of 3.75% per annum payable over 20 years. 
 
RECOMMENDATION 
 
It is recommended that the City Council approve the attached resolution. 
 
Approved By: City Administrator ____ City Attorney  ___ 
 
 
ATTACHMENT 
 
A –Water resolution prepared by Dorsey & Whitney 
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CERTIFICATE AS TO RESOLUTION AND ADOPTING VOTE 

I, the undersigned, being the duly qualified and acting recording officer of the City of 

Billings, Montana (the “City”), hereby certify that the attached resolution is a true copy of 

Resolution No.   entitled:  “RESOLUTION RELATING TO $3,500,000 WATER 

SYSTEM REVENUE BONDS (DNRC DRINKING WATER STATE REVOLVING LOAN 

PROGRAM), CONSISTING OF $416,300 SUBORDINATE LIEN TAXABLE SERIES 2009A 

BOND, $333,700 SERIES 2009B BOND, AND $2,750,000 SERIES 2009C BOND; 

AUTHORIZING THE ISSUANCE AND FIXING THE TERMS AND CONDITIONS 

THEREOF” (the “Resolution”), on file in the original records of the City in my legal custody; 

that the Resolution was duly adopted by the City Council of the City at a regular meeting on July 

27, 2009, and that the meeting was duly held by the City Council and was attended throughout 

by a quorum, pursuant to call and notice of such meeting given as required by law; and that the 

Resolution has not as of the date hereof been amended or repealed.   

I further certify that, upon vote being taken on the Resolution at said meeting, the 

following Council Members voted in favor thereof:        

      ; voted against the same:     

  ; abstained from voting thereon:      ; or were 

absent:     . 

WITNESS my hand officially this _____ day of May, 2009. 

 

 ____________________________________ 
  City Clerk 

 



 

  

 
 
 
 
 
 
 
 
 

SUPPLEMENTAL RESOLUTION 
Relating to 
$3,500,000  

WATER SYSTEM REVENUE BONDS 
(DNRC DRINKING WATER STATE REVOLVING LOAN PROGRAM) 

CONSISTING OF  
$416,300 SUBORDINATE LIEN TAXABLE SERIES 2009A BOND, 

$333,700 SERIES 2009B BOND, 
AND 

$2,750,000 SERIES 2009C BOND 
 

CITY OF BILLINGS, MONTANA 
 

Adopted: July 27, 2009 
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RESOLUTION NO.    

RESOLUTION RELATING TO $3,500,000 WATER SYSTEM 
REVENUE BONDS (DNRC DRINKING WATER STATE 
REVOLVING LOAN PROGRAM), CONSISTING OF $416,300 
SUBORDINATE LIEN TAXABLE SERIES 2009A BOND, 
$333,700 SERIES 2009B BOND, AND $2,750,000 SERIES 
2009C BOND; AUTHORIZING THE ISSUANCE AND FIXING 
THE TERMS AND CONDITIONS THEREOF 

WHEREAS, pursuant to the Drinking Water State Revolving Fund Act, Montana Code 
Annotated, Title 75, Chapter 6, Part 2, as amended (the “State Act”), the State of Montana (the 
“State”) has established a revolving loan program (the “Program”) to be administered by the 
Department of Natural Resources and Conservation of the State of Montana, an agency of the 
State (the “DNRC”), and by the Department of Environmental Quality of the State of Montana, 
an agency of the State (the “DEQ”), and has provided that a drinking water state revolving fund 
(the “Revolving Fund”) be created within the state treasury and all federal, state and other funds 
for use in the Program be deposited into the Revolving Fund, including, but not limited to, all 
federal grants for capitalization of a state drinking water revolving fund under the federal Safe 
Drinking Water Act (the “Safe Drinking Water Act”), all repayments of assistance awarded from 
the Revolving Fund, interest on investments made on money in the Revolving Fund and 
payments of principal of and interest on loans made from the Revolving Fund; and 

WHEREAS, the State Act provides that funds from the Program shall be disbursed and 
administered for the purposes set forth in the Safe Drinking Water Act and according to rules 
adopted by the DEQ and the DNRC; and 

WHEREAS, one-time funding has been made available to the Program under the 
American Recovery and Reinvestment Act of 2009, Pub. L. No. 111-5 (2009) (“ARRA”), a 
portion of which funding may be disbursed to eligible borrowers for eligible projects, upon 
satisfaction of certain terms and conditions specified in ARRA, Program documents, and herein; 
and 

WHEREAS, the City of Billings, Yellowstone County, Montana (the “Borrower”) has 
applied to the DNRC for the 2009 Loans (as hereinafter defined) from the Revolving Fund to 
enable the Borrower to finance, refinance or reimburse itself for the costs of the 2009 Project (as 
hereinafter defined) which will carry out the purposes of the Safe Drinking Water Act and be 
implemented in accordance with ARRA; and  

WHEREAS, the Borrower is authorized under applicable laws, ordinances and 
regulations to adopt this Resolution and to issue the Series 2009 Bonds (as hereinafter defined) 
to evidence the 2009 Loans (as hereinafter defined) for the purposes set forth herein; and 

WHEREAS, the DNRC will fund the 2009A Loan (as hereinafter defined) and the 2009B 
Loan (as hereinafter defined) with funds provided by the United States Environmental Protection 
Agency under ARRA, [and will fund the 2009C Loan in part, directly or indirectly, with 
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proceeds of State Bonds (as hereinafter defined) and in part, directly or indirectly, with funds 
provided by the EPA under the Clean Water Act.] 

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY 
OF BILLINGS, MONTANA, AS FOLLOWS: 

FF.  
 

DEFINITIONS, RULES OF CONSTRUCTION AND APPENDICES 

Definitions.  Unless a different meaning clearly appears from the context, terms used 
with initial capital letters but undefined in this Supplemental Resolution shall have the meanings 
given them in the Original Resolution (as amended by Article XII below), the Indenture, in 
Article XII below, or as follows: 

“Accountant” or “Accountants” means an independent certified public accountant or a 
firm of independent certified public accountants satisfactory to the DNRC. 

“Acquisition and Construction Account” means the Series 2009 Acquisition and 
Construction Account created in the Water System Fund pursuant to Section 8.7 of this 
Supplemental Resolution. 

“Act” means Montana Code Annotated, Title 7, Chapter 7, Parts 44 and 45, as heretofore 
and hereafter amended or supplemented. 

“Additional Bonds” means any Bonds issued pursuant to Section 10.3 of the Original 
Resolution. 

“Administrative Expense Surcharge” means, when applicable as provided by this 
Resolution, a surcharge equal to seventy-five hundredths of one percent (0.75%) per annum on 
the outstanding principal amount of the 2009 Loans, payable by the Borrower on a Payment 
Date. 

 “ARRA” means the American Recovery and Reinvestment Act of 2009, Pub. L. No. 
111-5 (2009), and all regulations, rules, and interpretations issued by the EPA thereunder. 

“ARRA Bonds” means, collectively, the Series 2009A Bond and the Series 2009B Bond. 

“ARRA Certificate and Request” means the certificate and request attached hereto in the 
form of the attached Appendix D to be completed, executed and delivered by the Borrower to the 
DNRC pursuant to Section 5.12. 

“Authorized DNRC Officer” means the Director of the DNRC or his or her designee. 

“Bond Counsel” means any Counsel nationally recognized as experienced in matters 
relating to the issuance by states or political subdivisions of tax-exempt obligations selected by 
the Borrower and acceptable to the DNRC. 
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“Bonds” means the Series 2005 Bond, the Series 2009B Bond, the Series 2009C Bond, 
and any Additional Bonds; “Bonds” does not include the Series 2009A Bond. 

“Business Day” means any day which is not a Saturday or Sunday, a legal holiday in the 
State or a day on which banks in Montana are authorized or required by law to close. 

“City” means the City of Billings, Montana and its permitted successors or assigns 
hereunder. 

“Closing” means the date of delivery of the Series 2009 Bonds to the DNRC. 

“Collateral Documents” means any security agreement, guaranty or other document or 
agreement delivered to the DNRC securing the obligations of the Borrower under this 
Supplemental Resolution and the Series 2009 Bonds.  If no Collateral Documents secure such 
obligations, any reference to Collateral Documents in this Supplemental Resolution shall be 
without effect. 

“Committed Amount” means the amount of the 2009 Loans committed to be lent by the 
DNRC to the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such amount 
may be reduced pursuant to Sections 3.2 and 3.4 of this Supplemental Resolution. 

“Construction Contract” means the binding contract for construction of the 2009 Project 
entered into between the Borrower and the construction contractor in compliance with all laws of 
the State, including those regarding the construction of public projects. 

“Consultant” means a nationally recognized consultant or firm of consultants, or an 
independent engineer or firm of independent engineers, or an Accountant, which in any case is 
qualified and has skill and experience in the preparation of financial feasibility studies or 
projections for facilities similar to the System or the 2009 Project, selected by the Borrower and 
satisfactory to the DNRC. 

“Council” means the City Council of the City of Billings, Montana. 

“Counsel” means an attorney duly admitted to practice law before the highest court of 
any state and satisfactory to the DNRC. 

“Debt” means, without duplication, (1) indebtedness of the Borrower for borrowed 
money or for the deferred purchase price of property or services; (2) the obligation of the 
Borrower as lessee under leases which should be recorded as capital leases under generally 
accepted accounting principles; and (3) obligations of the Borrower under direct or indirect 
guarantees in respect of, and obligations (contingent or otherwise) to purchase or otherwise 
acquire, or otherwise to assure a creditor against loss in respect of, indebtedness or obligations of 
others of the kinds referred to in clause (1) or (2) above. 

“DEQ” means the Department of Environmental Quality of the State of Montana, an 
agency of the State, or any successor to its powers, duties and obligations under the State Act or 
the EPA Agreements. 
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“DNRC” means the Department of Natural Resources and Conservation of the State of 
Montana, an agency of the State, and any successor to its powers, duties and obligations under 
the State Act. 

“DNRC Forgiveness Statement” means a written statement delivered to the Borrower by 
the DNRC that the Borrower’s obligation to repay the principal of the Series 2009A Bond is 
forgiven. 

“DNRC Noncompliance Statement” means a written statement delivered to the Borrower 
by the DNRC that the Borrower’s obligation to repay the principal of the Series 2009A Bond is 
not forgiven. 

“DNRC Statement” means a DNRC Forgiveness Statement or a DNRC Noncompliance 
Statement. 

“EPA” means the Environmental Protection Agency, an agency of the United States of 
America, and any successor to its functions under the Safe Drinking Water Act. 

“EPA Agreements” means all capitalization grant agreements and other written 
agreements between the DEQ, DNRC and the EPA concerning the Program. 

“EPA Capitalization Grant” means a grant of funds to the State by the EPA under Section 
1452 of the Safe Drinking Water Act. 

“Estimated Completion Date” means June 30, 2010, the date by which it is estimated by 
the Borrower that the 2009 Project will be substantially completed. 

 “Fund” means the Water System Fund established pursuant to Section 11.1 of the 
Original Resolution. 

“Green Infrastructure” means the portion of the 2009 Project that addresses green 
infrastructure, water or energy efficiency improvements, or other environmentally innovative 
activities, as described more particularly in ARRA and EPA policies or guidelines. 

“Governmental Unit” means governmental unit as such term is used in Section 145(a) of 
the Code. 

“Indenture” means the Indenture of Trust, dated as of May 1, 1998, between the Board of 
Examiners of the State and the Trustee, as such may be supplemented or amended from time to 
time in accordance with the provisions thereof, pursuant to which, among other things, the State 
Bonds are to be or have been issued. 

“Loan Loss Reserve Surcharge” means, when applicable as provided by this 
Resolution, a surcharge equal to seventy-five hundredths of one percent (1.00%) per annum on 
the outstanding principal amount of the 2009 Loans, payable by the Borrower on a Payment 
Date. 

. 
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“Loan Repayments” means periodic installments of principal and interest 
(including any applicable Administrative Expense Surcharge and Loan Loss Reserve Surcharge 
as provided in this Resolution) by Borrower in repayment of the Series 2009B Bond and Series 
2009C Bond, and if the DNRC delivers a DNRC Noncompliance Statement, of the Series 2009A 
Bond, at the rates and times specified in Article V. 

“Operating Account” means the account created in the Water System Fund pursuant to 
Section 11.3 of the Original Resolution. 

“Original Resolution” means Resolution No. 05-18329 of the Borrower adopted on 
September 12, 2005. 

“Payment Date” means the date on which a payment of interest or principal and interest 
on the Bonds or the Series 2009A Bond is due. 

“Program” means the Drinking Water State Revolving Fund Program established by the 
State Act. 

“Project” means an improvement, betterment, reconstruction or extension of the System, 
including the 2005 Project and the 2009 Project. 

“Public Entity” means a State agency, city, town, municipality, irrigation district, county 
water and sewer district, a soil conservation district or other public body established by State law 
or an Indian tribe that has a federally recognized governing body carrying out substantial 
governmental duties and powers over any area. 

“Regulations” means the Treasury Department, Income Tax Regulations, as amended or 
any successor regulation thereto, promulgated under the Code or otherwise applicable to the 
Series 2009 Bonds. 

“Replacement and Depreciation Account” means the Account created in the Water 
System Fund pursuant to Section 11.6 of the Original Resolution. 

“Reserve Account” means the account created in the Water System Fund pursuant to 
Section 11.5 of the Original Resolution. 

“Reserve Requirement” means, as of the date of calculation, an amount equal to the 
maximum principal of and interest payable on outstanding Bonds in the current or any future 
fiscal year (giving effect to mandatory sinking fund redemption, if any).     

“Resolution” means the Original Resolution, as amended and supplemented by this 
Supplemental Resolution and other supplemental resolutions. 

“Revenue Bond Account” means the account created in the Water System Fund pursuant 
to Section 11.4 of the Original Resolution. 
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“Series 2005 Bond” means the Water System Revenue Bond (DNRC Drinking Water 
State Revolving Loan Program), Series 2005, issued by the Borrower, in the original principal 
amount of $17,300,000 pursuant to the Resolution as then in effect. 

“Series 2009 Bonds” means, collectively, the Series 2009A Bond, the Series 2009B 
Bond, and the Series 2009C Bond. 

“Series 2009A Bond” means the $416,300 Subordinate Lien Water System Revenue 
Bond (DNRC Drinking Water State Revolving Loan Program), Taxable Series 2009A, issued to 
the DNRC to evidence the 2009A Loan. 

“Series 2009B Bond” means the $333,700 Water System Revenue Bond (DNRC 
Drinking Water State Revolving Loan Program), Series 2009B, issued to the DNRC to evidence 
the 2009B Loan. 

“Series 2009C Bond” means the $2,750,000 Water System Revenue Bond (DNRC 
Drinking Water State Revolving Loan Program), Series 2009C, issued to the DNRC to evidence 
the 2009C Loan. 

“State” means the State of Montana. 

“State Bonds” means the State’s General Obligation Bonds (Drinking Water State 
Revolving Fund Program), issued or to be issued pursuant to the Indenture. 

“State Act” means Montana Code Annotated, Title 75, Part 6, Chapter 2, as amended 
from time to time. 

“Supplemental Resolution” means this Resolution No. ______ of the Borrower adopted 
on July 27, 2009. 

“Surplus Account” means the account created in the Water System Fund pursuant to 
Section 11.7 of the Original Resolution. 

“Surplus Net Revenues” shall mean that portion of the Net Revenues in excess of the 
current requirements of the Operating Account, the Revenue Bond Account and the Reserve 
Account. 

“System” means the water system of the Borrower and all extensions, improvements and 
betterments thereof heretofore or hereafter constructed and acquired. 

“Trustee” means U.S. Bank National Association, in Seattle, Washington, or any 
successor trustee under the Indenture. 

“2005 Project” means the costs of the facilities, improvements and activities financed in 
part with proceeds of the Series 2005 Bond. 
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“2009A Committed Amount” means the amount of the 2009A Loan committed to be lent 
by the DNRC to the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such 
amount may be reduced pursuant to Section 3.2 and Section 3.4 of this Supplemental Resolution. 

“2009B Committed Amount” means the amount of the 2009B Loan committed to be lent 
by the DNRC to the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such 
amount may be reduced pursuant to Section 3.2 and Section 3.4 of this Supplemental Resolution. 

“2009C Committed Amount” means the amount of the 2009C Loan committed to be lent 
by the DNRC to the Borrower pursuant to Section 4.1 of this Supplemental Resolution, as such 
amount may be reduced pursuant to Section 3.2 and Section 3.4 of this Supplemental Resolution. 

“2009B First Advance” means the first advance of funds of the Loan from the proceeds 
of the 2009B Loan by the DNRC to the Borrower in the amount of $__________. 

“2009C First Advance” means the first advance of funds of the 2009C Loan by the 
DNRC to the Borrower. 

“2009 Loans” or “Loan” means, collectively, the 2009A Loan, 2009B Loan, and the 
2009C Loan made to the Borrower by the DNRC pursuant to the Program in the maximum 
amount of the Committed Amount to provide funds to pay all or a portion of the costs of the 
2009 Project and to pay costs of issuance of the Series 2009 Bonds. 

“2009A Loan” means the loan made to the Borrower by the DNRC pursuant to the 
Program in the maximum amount of the 2009A Committed Amount to provide funds to pay a 
portion of the costs of the 2009 Project payable under the Program and to pay costs of issuance. 

“2009B Loan” means the loan made to the Borrower by the DNRC pursuant to the 
Program in the maximum amount of the 2009B Committed Amount to provide funds to pay a 
portion of the costs of the 2009 Project payable under the Program and to pay costs of issuance. 

“2009C Loan” means the loan made to the Borrower by the DNRC pursuant to the 
Program in the maximum amount of the 2009C Committed Amount to provide funds to pay a 
portion of the costs of the 2009 Project payable under the Program and to pay costs of issuance. 

“2009 Project” means the designing and engineering of the facilities, improvements and 
activities financed, refinanced or the cost of which is being reimbursed to the Borrower with 
proceeds of the 2009 Loans, described in Appendix A hereto. 

“2009 Project Readiness Date” means a date that is no later than November 1, 2009. 

“Undisbursed Committed Amount” means any undisbursed Committed Amount which is 
not required to pay costs of the 2009 Project upon completion thereof as provided in Section 3 of 
this Supplemental Resolution. 

“Water System Fund” means the fund created by Section 11.1 of the Original Resolution. 
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Other Rules of Construction.  For all purposes of this Supplemental Resolution, except 
where the context clearly indicates otherwise: 

All accounting terms not otherwise defined herein have the meanings assigned to them in 
accordance with generally accepted government accounting standards. 

Terms in the singular include the plural and vice versa. 

All references to time shall refer to Helena, Montana time, unless otherwise provided herein. 

All references to mail shall refer to first-class mail postage prepaid. 

Words of the masculine gender shall be deemed and construed to include correlative words 
of the feminine and neuter genders. 

“Or” is not exclusive, but is intended to permit or encompass one, more or all of the 
alternatives conjoined. 

Appendices.  Attached to this Supplemental Resolution and hereby made a part hereof are 
the following Appendices: 

Appendix A:  a description of the 2009 Project; 

Appendix B-1:  the form of the Series 2009A Bond; 

Appendix B-2:  the form of the Series 2009B Bond;  

Appendix B-3:  the form of the Series 2009C Bond;  

Appendix C:  additional agreements and representations of the Borrower; and 

Appendix D:  ARRA Certificate and Request. 

GG.  
 

AUTHORIZATION, FINDINGS, REPRESENTATIONS AND COVENANTS 

Authorization and Findings. 

Authorization.  Under the provisions of the Act, the Borrower is authorized to issue and sell 
its revenue bonds payable during a term not exceeding forty years from their date of issue, to 
provide funds for the reconstruction, improvement, betterment and extension of the System or to 
refund its revenue bonds issued for such purpose; provided that the bonds and the interest thereon 
are to be payable solely out of the net income and revenues to be derived from rates, fees and 
charges for the services, facilities and commodities furnished by the undertaking, and are not to 
create any obligation for the payment of which taxes may be levied except to pay for services 
provided by the undertaking to the Borrower. 
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The System.  The Borrower, pursuant to the Act and other laws of the State has established 
and presently owns and operates the System. 

The 2009 Project.  After investigation of the facts and as authorized by the Act, this Council 
has determined it to be necessary and desirable and in the best interests of the Borrower to acquire 
and construct the 2009 Project. 

Outstanding Bonds.  Pursuant to the Act and the Original Resolution, the Borrower has 
issued, and has outstanding, its Series 2005 Bond.  The Series 2005 Bond is payable from Net 
Revenues of the System, and no other bonds or indebtedness are outstanding that are payable from 
or secured by revenues of the System.  

Additional Bonds.  The Borrower reserved the right under Section 10.3 of the Original 
Resolution to issue Additional Bonds to finance the cost or estimated cost of providing any 
improvement, extension or rehabilitation of the System; provided that if the Additional Bonds are 
issued to complete a project, a certificate is to be signed by the Mayor and City Clerk or either of 
them stating that on the date of issuance of such Additional Bonds Net Revenues of the System 
meet the requirements set forth in Section 10.3 of the Original Resolution.  Based on a certificate 
executed or to be executed by the Mayor and City Clerk or either of them, it is hereby determined 
that the Borrower is authorized to issue the Series 2009A Bond in the maximum principal amount 
of $416,300, the Series 2009B Bond in the maximum principal amount of $333,700 and the Series 
2009C Bond in the maximum principal amount of $2,750,000 pursuant to Section 10.3 of the 
Original Resolution, as amended hereby, with the Series 2009B Bond and the Series 2009C Bond 
payable from and secured by the Net Revenues on a parity with the outstanding Series 2005 Bond.  
For purposes of the foregoing certificate, principal of and interest on the 2009A Loan are 
disregarded and interest on the Series 2009B Bonds is assumed to be 1.75%.  The Borrower 
acknowledges and agrees that if it fails to deliver timely an acceptable ARRA Certificate and 
Request as provided in Section 5.1 of this Supplemental Resolution as determined in the sole and 
complete discretion of the DNRC, then principal and interest and surcharges will become due and 
owing on the Series 2009A Bond and the Series 2009B Bond as provided in Section 5.1 of this 
Supplemental Resolution, and the Borrower shall thereupon, to the extent required by Section 6.7 of 
the Original Resolution, as amended hereby, adjust its schedule of fees, rates, and charges 
applicable to the System to cause Net Revenues and Surplus Net Revenues to be produced in an 
amount at least equal to that required by this Resolution. 

The total cost of the 2009 Project and costs of issuance and funding the reserve is estimated 
to be $5,634,934, which will be paid from proceeds of the Series 2009 Bonds and funds in the 
amount of $2,134,934 the Borrower has on hand and available therefor.  The Borrower covenants 
with the DNRC that from and after the 2009B First Advance it will spend the Committed Amount 
on costs of the 2009 Project before applying its own funds to costs of the 2009 Project. 

Representations.  The Borrower represents as follows: 

Organization and Authority.  The Borrower: 

is duly organized and validly existing as a municipal corporation of the State; 
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has all requisite power and authority and all necessary licenses and permits 
required as of the date hereof to own and operate the System and to carry on its current 
activities with respect to the System, to adopt this Supplemental Resolution and to enter 
into the Collateral Documents and to issue the Series 2009 Bonds and to carry out and 
consummate all transactions contemplated by the Supplemental Resolution, the Series 
2009 Bonds and the Collateral Documents; 

is a Governmental Unit and a Public Entity; and 

has taken all proper action to authorize the execution, delivery and performance 
of its obligations under this Supplemental Resolution, the Series 2009 Bonds and the 
Collateral Documents and the incurrence of the Debt evidenced by the Series 2009 Bonds 
in the maximum amount of the Committed Amount. 

Litigation.  There is no litigation or proceeding pending, or to the knowledge of the 
Borrower threatened, against or affecting the Borrower in any court or before or by any 
governmental authority or arbitration board or tribunal that, if adversely determined, would 
materially and adversely affect the existence, corporate or otherwise, of the Borrower, or the ability 
of the Borrower to make all payments and otherwise perform its obligations under the Resolution, 
the Series 2009 Bonds and the Collateral Documents, or the financial condition of the Borrower, or 
the transactions contemplated by the Resolution, the Series 2009 Bonds and the Collateral 
Documents or the validity and enforceability of the Resolution, the Series 2009 Bonds and the 
Collateral Documents.  No referendum petition has been filed with respect to any resolution or other 
action of the Borrower relating to the 2009 Project, the Series 2009 Bonds or any Collateral 
Documents and the period for filing any such petition will have expired before issuance of the 
Series 2009 Bonds. 

Borrowing Legal and Authorized.  The adoption of this Supplemental Resolution, the 
execution and delivery of the Series 2009 Bonds and the Collateral Documents and the 
consummation of the transactions provided for in this Supplemental Resolution, the Series 2009 
Bonds and the Collateral Documents and compliance by the Borrower with the provisions of the 
Resolution, the Series 2009 Bonds and the Collateral Documents: 

are within the powers of the Borrower and have been duly authorized by all 
necessary action on the part of the Borrower; and 

do not and will not result in any breach of any of the terms, conditions or 
provisions of, or constitute a default under, or result in the creation or imposition of any 
lien, charge or encumbrance upon any property or assets of the Borrower pursuant to any 
ordinance, resolution, indenture, loan agreement or other agreement or instrument (other 
than the Resolution and any Collateral Documents) to which the Borrower is a party or 
by which the Borrower or its property may be bound, nor will such action result in any 
violation of the provisions of any laws, ordinances, governmental rules or regulations or 
court or other governmental orders to which the Borrower, its properties or operations are 
subject. 
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No Defaults.  No event has occurred and no condition exists that, upon execution and 
delivery of the Series 2009 Bonds and the Collateral Documents, would constitute a default under 
the Resolution or the Collateral Documents.  The Borrower is not in violation of any term of any 
agreement, bond resolution, trust indenture, charter or other instrument to which it is a party or by 
which it or its property may be bound which violation would materially and adversely affect the 
transactions contemplated hereby or the compliance by the Borrower with the terms hereof or of the 
Series 2009 Bonds and the Collateral Documents. 

Governmental Consent.  The Borrower has obtained or made all permits, findings and 
approvals required to the date of adoption of this Supplemental Resolution by any governmental 
body or officer for the making and performance by the Borrower of its obligations under this 
Supplemental Resolution, the Series 2009 Bonds and the Collateral Documents (including any 
necessary water rate increase) or for the 2009 Project, the financing or refinancing thereof or the 
reimbursement of the Borrower for the costs thereof.  No consent, approval or authorization of, or 
filing, registration or qualification with, any governmental authority (other than those, if any, 
already obtained) is required on the part of the Borrower as a condition to adopting this 
Supplemental Resolution, issuing the Series 2009 Bonds or entering into the Collateral Documents 
and the performance of the Borrower’s obligations hereunder and thereunder. 

Binding Obligation.  The Resolution, the Series 2009 Bonds and any Collateral Document 
to which the Borrower is a party are the valid and binding special, limited obligations and 
agreements of the Borrower, enforceable against the Borrower in accordance with their terms, 
except to the extent that the enforceability thereof may be limited by laws relating to bankruptcy, 
moratorium, reorganization, insolvency or similar laws affecting creditors’ rights and general 
principles of equity. 

The 2009 Project.  The 2009 Project consists and will consist of the facilities, improvements 
and activities described in Appendix A, as such Appendix A may be amended from time to time in 
accordance with the provision of Article III of this Supplemental Resolution.  The 2009 Project 
comprises facilities of a type that, as determined by the EPA, will facilitate compliance with the 
national primary drinking water regulations applicable to the System or will otherwise significantly 
further the health protection objectives of the Safe Drinking Water Act. 

The System.  The System is a “community water system” within the meaning of the State 
Act and the Safe Drinking Water Act in that it is a public water system, comprising collection, 
treatment, storage and distribution facilities for the provision to the public of water for human 
consumption, that serves not less than 15 service connections used by year-round residents of the 
area served by the System or regularly serves not less than 25 year-round residents. 

Full Disclosure.  There is no fact that the Borrower has not specifically disclosed in writing 
to the DNRC that materially and adversely affects or (so far as the Borrower can now foresee), 
except for pending or proposed legislation or regulations that are a matter of general public 
information, that will materially and adversely affect the properties, operations and finances of the 
System, the Borrower’s status as a Public Entity and Governmental Unit, its ability to own and 
operate the System in the manner it is currently operated or the Borrower’s ability to perform its 
obligations under the Resolution, the Series 2009 Bonds and the Collateral Documents and to 
pledge any revenues or other property pledged to the payment of the Series 2009 Bonds. 
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Compliance With Law.  The Borrower: 

is in compliance with all laws, ordinances, governmental rules and regulations 
and court or other governmental orders, judgments and decrees to which it is subject and 
which are material to the properties, operations and finances of the System or its status as 
a Public Entity and Governmental Unit; and 

has obtained all licenses, permits, franchises or other governmental authorizations 
necessary to the ownership of the System and the operation thereof and agrees to obtain 
all such licenses, permits, franchises or other governmental authorizations as may be 
required in the future for the System and the operation thereof, which failure to obtain 
might materially and adversely affect the ability of the Borrower to conduct the operation 
of the System as presently conducted or the condition (financial or otherwise) of the 
System or the Borrower’s ability to perform its obligations under the Resolution, the 
Series 2009 Bonds and the Collateral Documents. 

Covenants. 

Insurance.  In addition to the requirements of Section 2.2 of the Original Resolution, the 
Borrower at all times shall keep and maintain with respect to the System property and casualty 
insurance and liability insurance with financially sound and reputable insurers, or self-insurance as 
authorized by State law, against such risks and in such amounts, and with such deductible 
provisions, as are customary in the State in the case of entities of the same size and type as the 
Borrower and similarly situated and shall carry and maintain, or cause to be carried and maintained, 
and pay or cause to be paid timely the premiums for all such insurance.  All such insurance policies 
shall name the DNRC as an additional insured.  Each policy must provide that it cannot be cancelled 
by the insurer without giving the Borrower and the DNRC 30 days’ prior written notice.  The 
Borrower shall give the DNRC prompt notice of each insurance policy it obtains or maintains to 
comply with this 0 and of each renewal, replacement, change in coverage or deductible under or 
amount of or cancellation of each such insurance policy and the amount and coverage and 
deductibles and carrier of each new or replacement policy.  Such notice shall specifically note any 
adverse change as being an adverse change.  The Borrower shall deliver to the DNRC at Closing a 
certificate providing the information required by this 0. 

Right of Inspection and Notice of Change of Location.  The DNRC, the DEQ and the EPA 
and their designated agents shall have the right at all reasonable times during normal business hours 
and upon reasonable notice to enter into and upon the property of the Borrower for the purpose of 
inspecting the System or any or all books and records of the Borrower relating to the System. 

Further Assurance.  The Borrower shall execute and deliver to the DNRC all such 
documents and instruments and do all such other acts and things as may be necessary or required by 
the DNRC to enable the DNRC to exercise and enforce its rights under the Resolution, the Series 
2009 Bonds and the Collateral Documents and to realize thereon, and record and file and re-record 
and refile all such documents and instruments, at such time or times, in such manner and at such 
place or places, all as may be necessary or required by the DNRC to validate, preserve and protect 
the position of the DNRC under the Resolution, the Series 2009 Bonds and the Collateral 
Documents. 
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Maintenance of Security, if Any; Recordation of Interest. 

The Borrower shall, at its expense, take all necessary action to maintain and 
preserve the lien and security interest of the Resolution and the Collateral Documents so 
long as any amount is owing under the Resolution or the Series 2009 Bonds; 

The Borrower shall forthwith, after the execution and delivery of the Series 2009 
Bonds and thereafter from time to time, cause the Resolution and any Collateral 
Documents granting a security interest in revenues or real or personal property and any 
financing statements or other notices or documents relating thereto to be filed, registered 
and recorded in such manner and in such places as may be required by law in order to 
perfect and protect fully the lien and security interest hereof and thereof and the security 
interest in them granted by the Resolution and, from time to time, shall perform or cause 
to be performed any other act required by law, including executing or causing to be 
executed any and all required continuation statements and shall execute or cause to be 
executed any further instruments that may be requested by the DNRC for such perfection 
and protection; and 

Except to the extent it is exempt therefrom, the Borrower shall pay or cause to be 
paid all filing, registration and recording fees incident to such filing, registration and 
recording, and all expenses incident to the preparation, execution and acknowledgment of 
the documents described in subparagraph 0, and all federal or state fees and other similar 
fees, duties, imposts, assessments and charges arising out of or in connection with the 
execution and delivery of the Series 2009 Bonds and the Collateral Documents and the 
documents described in subparagraph 0. 

Additional Agreements.  The Borrower covenants to comply with all representations, 
covenants, conditions and agreements, if any, set forth in Appendix C hereto. 

Financial Information.  This 0 supplements, and is not intended to limit, the requirements in 
Section 2.2(e) of the Original Resolution.  The Borrower agrees that for each fiscal year it shall 
furnish to the DNRC and the DEQ, promptly when available: 

the preliminary budget for the System, with items for the 2009 Project shown 
separately; and 

when adopted, the final budget for the System, with items for the 2009 Project 
shown separately. 

The Borrower will cause proper and adequate books of record and account to be 
kept showing complete and correct entries of all receipts, disbursements and other 
transactions relating to the System, the monthly gross revenues derived from its 
operation, and the segregation and application of the gross revenues in accordance with 
the Resolution, in such reasonable detail as may be determined by the Borrower in 
accordance with generally accepted governmental accounting practice and principles.  It 
will cause such books to be maintained on the basis of the same fiscal year as that utilized 
by the Borrower.  The Borrower shall, within 180 days after the close of each fiscal year, 
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cause to be prepared and supply to the DNRC a financial report with respect to the 
System for such fiscal year.  The report shall be prepared at the direction of the financial 
officer of the Borrower in accordance with applicable generally accepted governmental 
accounting principles and, in addition to whatever matters may be thought proper by the 
financial officer to be included therein, shall include the following: 

A statement in detail of the income and expenditures of the System for the 
fiscal year, identifying capital expenditures and separating them 
from operating expenditures;   

A balance sheet as of the end of the fiscal year;   

The number of premises connected to the System at the end of the fiscal 
year;   

The amount on hand in each account of the Fund at the end of the fiscal 
year;   

A list of the insurance policies and fidelity bonds in force at the end of the 
fiscal year, setting out as to each the amount thereof, the risks 
covered thereby, the name of the insurer or surety and the 
expiration date of the policy or bond; and   

A determination that the report shows full compliance by the Borrower 
with the provisions of the Resolution during the fiscal year covered 
thereby, including proper segregation of the capital expenditures 
from operating expenses, maintenance of the required balance in 
the Reserve Account, and receipt of Net Revenues during each 
fiscal year at least equal to 125% of the maximum amount of 
principal and interest payable on outstanding Parity Bonds 
(calculated assuming the DNRC has delivered a DNRC 
Forgiveness Statement) in any subsequent fiscal year, or, if the 
report should reveal that the revenues have been insufficient for 
compliance with the Resolution, or that the methods used in 
accounting for such revenues were contrary to any provision of the 
Resolution, the report shall include a full explanation thereof, 
together with recommendations for such change in rates or 
accounting practices or in the operation of the System as may be 
required. 

The Borrower shall also have prepared and supplied to the DNRC and the DEQ, within 
180 days of the close of every other fiscal year, an audit report prepared by an independent 
certified public accountant or an agency of the state in accordance with generally accepted 
governmental accounting principles and practice with respect to the financial statements and 
records of the System.  The audit report shall include an analysis of the Borrower’s compliance 
with the provisions of the Resolution. 
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2009 Project Accounts.  The Borrower shall maintain 2009 Project accounts in accordance 
with generally accepted government accounting standards. 

Records.  After reasonable notice from the EPA or the DNRC, the Borrower shall make 
available to the EPA or the DNRC such records as the EPA or the DNRC reasonably requires to 
review and determine compliance with the Safe Drinking Water Act, as provided in Section 75-6-
224(1)(h) of the State Act. 

Compliance with Safe Drinking Water Act and ARRA.  The Borrower has complied and 
shall comply with all conditions and requirements of the Safe Drinking Water Act pertaining to the 
2009 Loans and the 2009 Project.  The Borrower understands and agrees that the 2009A Loan and 
the 2009B Loan are being made with funds made available to the DNRC under ARRA.  The 
Borrower has complied and shall comply with all requirements of ARRA applicable to the 2009 
Loans. 

Compliance with DEQ Requirements.  The Borrower shall comply with plan, specification 
and other requirements for public water systems established by the DEQ, as required by Section 75-
6-224(1)(h) of the State Act. 

Covenants Relating to the Tax-Exempt Status of the State Bonds. 

The Borrower covenants and agrees that it will not use or permit to be used any of the 
proceeds of the Series 2009 Bonds or any other funds of the Borrower in respect of the 2009 Project 
or the Series 2009 Bonds, directly or indirectly, in a manner that would cause, or take any other 
action that would cause, any State Bond to be an “arbitrage bond” within the meaning of Section 
148 of the Code or would otherwise cause the interest on the State Bonds to be included in gross 
income for purposes of federal income taxation. 

The Borrower agrees that it will not enter into, or allow any “related person” (as defined in 
Section 147(a)(2) of the Code) to enter into, any arrangement, formal or informal, for the purchase 
of the State Bonds or any other obligations of the DNRC in an amount related to the amount of the 
Loan or the portion of the Loan derived directly or indirectly from proceeds of the State Bonds or 
that would otherwise cause any State Bond to be an “arbitrage bond” within the meaning of Section 
148 of the Code. 

The Borrower shall not use or permit the use of the 2009 Project directly or indirectly in any 
trade or business carried on by any Person who is not a Governmental Unit.  For the purpose of this 
subparagraph, use as a member of the general public (within the meaning of the Regulations) shall 
not be taken into account and any activity carried on by a Person other than a natural person shall be 
treated as a trade or business. 

Any portion of the 2009 Project being refinanced or the cost of which is being reimbursed 
was acquired by and is now and shall, during the term of the Loan, be owned by the Borrower and 
not by any other Person.  Any portion of the 2009 Project being financed shall be acquired by and 
shall, during the term of the Loan, be owned by the Borrower and not by any other Person.  
Notwithstanding the previous two sentences, the Borrower may transfer the 2009 Project or a 
portion thereof to another Governmental Unit which is also a Public Entity if such transfer is 
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otherwise permitted under the Resolution and if such organization agrees with the DNRC to comply 
with Section 2.3(h), Section 2.3(i) and Section 2.4 of this Supplemental Resolution and if the 
DNRC receives an Opinion of Bond Counsel that such transfer will not violate the State Act or the 
Safe Drinking Water Act or adversely affect the exclusion of interest on the State Bonds from gross 
income or purposes of federal income taxation.  In addition, except as otherwise provided in the 
Resolution or in any Collateral Documents, the Borrower may sell or otherwise dispose of any 
portion of the 2009 Project which has become obsolete or outmoded or is being replaced or for 
other reasons is not needed by the Borrower or beneficial to the general public or necessary to carry 
out the purposes of the Safe Drinking Water Act. 

At the Closing of the 2009 Loans, the DNRC will, if necessary to obtain the Opinion of 
Bond Counsel described in Section 7.05(a) of the Indenture, deliver to the Borrower instructions 
concerning compliance by the Borrower with the arbitrage rebate requirements of Section 148 of the 
Code (the “Arbitrage Rebate Instructions”).  The Borrower shall comply with the Arbitrage Rebate 
Instructions, if any, delivered to it by the DNRC at Closing, as such Instructions may be amended or 
replaced by the DNRC from time to time.  The Arbitrage Rebate Instructions may be amended or 
replaced by new Arbitrage Rebate Instructions delivered by the DNRC and accompanied by an 
Opinion of Bond Counsel to the effect that the use of said amended or new Arbitrage Rebate 
Instructions will not adversely affect the excludability of interest on the State Bonds or any 
Additional State Bonds (except State Bonds the interest on which the State did not intend to be 
excluded from gross income for federal income tax purposes) from gross income of the recipients 
thereof for federal income tax purposes. 

The Borrower agrees that during the term of the 2009 Loans it will not contract with or 
permit any Private Person to manage the 2009 Project or any portion thereof except according to a 
written management contract and upon delivery to the DNRC of an opinion of Bond Counsel to the 
effect that the execution and delivery of such management contract will not violate the State Act or 
the Safe Drinking Water Act or adversely affect the exclusion of interest on State Bonds from gross 
income or purposes of federal income taxation. 

The Borrower may not lease the 2009 Project or any portion thereof to any Person other 
than a Nonexempt Person which agrees in writing with the Borrower and the State not to cause any 
default to occur under the Resolution; provided the Borrower may lease all or any portion of the 
2009 Project to a Nonexempt Person pursuant to a lease which in the Opinion of Bond Counsel 
delivered to the DNRC will not cause the interest on the State Bonds to be included in gross income 
for purposes of federal income taxation. 

The Borrower shall not change the use or nature of the 2009 Project if (i) such change will 
violate the Safe Drinking Water Act, or (ii) so long as the State Bonds are outstanding unless, in the 
Opinion of Bond Counsel delivered to the DNRC, such change will not result in the inclusion in 
gross income of interest on the State Bonds for federal income tax purposes. 

Maintenance of System; Liens.  The Borrower shall maintain the System, including the 
2009 Project, in good condition and make all necessary renewals, replacements, additions, 
betterments and improvements thereto.  The Borrower shall not grant or permit to exist any lien 
on the 2009 Project or any other property making up part of the System, other than liens securing 
Debt where a parity or senior lien secures the Series 2009 Bonds; provided that this 0 shall not be 
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deemed to be violated if a mechanic’s or contractor’s lien is filed against any such property so 
long as the Borrower uses its best efforts to obtain the discharge of such lien and promptly 
reports to the DNRC the filing of such lien and the steps it plans to take and does take to 
discharge of such lien. 

Maintenance of Existence; Merger, Consolidation, Etc.; Disposition of Assets.  The 
Borrower shall maintain its corporate existence, except that it may consolidate with or merge 
into another Governmental Unit or permit one or more Governmental Units to consolidate with 
or merge into it or may transfer all or substantially all of its assets to another Governmental Unit 
and then dissolve if the surviving, resulting or transferee entity (if other than the Borrower) (i) is 
a Public Entity and (ii) assumes in writing all of the obligations of the Borrower under the 
Resolution, the Series 2009 Bonds and the Collateral Documents, and (a) such action does not 
result in any default in the performance or observance of any of the terms, covenants or 
agreements of the Borrower under the Resolution, the Series 2009 Bonds and the Collateral 
Documents, (b) such action does not violate the State Act or the Safe Drinking Water Act and 
does not adversely affect the exclusion of interest on the Series 2009 Bonds or the State Bonds 
from gross income for federal income tax purposes and (c) the Borrower delivers to the DNRC 
on the date of such action an Opinion of Bond Counsel that such action complies with this 0. 

Other than pursuant to the preceding paragraph, the Borrower shall not transfer the 
System or any portion thereof to any other Person, except for property which is obsolete, 
outmoded, worn out, is being replaced or otherwise is not needed for the operation of the 
System, unless the provisions of (a) and (b) of the preceding paragraph are satisfied and the 
Borrower delivers to the DNRC an Opinion of Bond Counsel to that effect and, in addition, the 
DNRC consents to such transfer. 

HH.  
 

USE OF PROCEEDS; THE 2009 PROJECT 

Use of Proceeds.  The Borrower shall apply the proceeds of the 2009 Loans from the 
DNRC solely as follows: 

The Borrower shall apply the proceeds of the 2009 Loans solely to the financing, 
refinancing or reimbursement of the costs of the 2009 Project as set forth in Appendix A hereto and 
this 0.  The 2009 Loans will be disbursed in accordance with N hereof and Article VII of the 
Indenture.  If the 2009 Project has not been completed prior to Closing, the Borrower shall, as 
quickly as reasonably possible, complete the 2009 Project and expend proceeds of the 2009 Loans 
to pay the costs of completing the 2009 Project. 

No portion of the proceeds of the 2009 Loans shall be used to reimburse the Borrower for 
costs paid prior to the date of adoption of this Supplemental Resolution of a Project the construction 
or acquisition of which occurred or began earlier than June 1, 1993.  In addition, if any proceeds of 
the Loan are to be used to reimburse the Borrower for 2009 Project costs paid prior to the date of 
adoption of this Supplemental Resolution, the Borrower shall have complied with Section 1.150-2 
of the Regulations in respect of such costs. 
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Any Debt to be refinanced with proceeds of the Loan was incurred after June 1, 1993 for a 
Project the construction or acquisition of which began after June 1, 1993.  No proceeds of the Loan 
shall be used for the purpose of refinancing an obligation the interest on which is exempt from 
federal income tax or excludable from gross income for purposes of federal income taxation unless 
the DNRC has received an Opinion of Bond Counsel, satisfactory to it, to the effect that such 
refinancing will not adversely affect the exclusion of interest on the State Bonds from gross income 
for purposes of federal income taxation. 

The 2009 Project.  Set forth in Appendix A to this Supplemental Resolution is a 
description of the 2009 Project, which describes the property which has been or is to be acquired, 
installed, constructed or improved and the other activities, if any to be funded from the Loan (the 
2009 Project may consist of more than one facility or activity), and an estimated budget relating 
to the 2009 Project, including the amount of proceeds of the 2009A Loan and the 2009B Loan 
estimated to be applied to Green Infrastructure.  The 2009 Project may be changed and the 
description thereof in Appendix A may be amended from time to time by the Borrower but only 
after delivery to the DNRC of the following: 

A certificate of the Borrower setting forth the amendment to Appendix A and stating the 
reason therefor, including statements whether the amendment would cause an increase or decrease 
in the cost of the 2009 Project, an increase or decrease in the amount of Loan proceeds which will 
be required to complete the 2009 Project and providing that the change will not delay the full 
execution and delivery of the Construction Contract to a date that is after the 2009 Project Readiness 
Date; 

A certificate of Independent Consultant that the change to the 2009 Project in no way 
adversely affects or diminishes the eligibility of the 2009 Project for ARRA funding or the various 
attributes of the 2009 Project as that relates to ARRA (such as, for example, the amount of green 
construction); 

A written consent to such change in the 2009 Project by an Authorized DNRC Officer; 

An Opinion or Opinions of Bond Counsel stating that the 2009 Project, as constituted after 
such amendment, is, and was at the time the State Bonds were issued, eligible for financing under 
the State Act and is, and was at the time the Series 2009 Bonds was issued, eligible for financing 
under the Act, such amendment will not violate the State Act or the Act and such amendment will 
not adversely affect the exclusion of interest on the State Bonds or the Series 2009 Bonds from 
gross income for purposes of federal income taxation.  Such an Opinion of Bond Counsel shall not 
be required for amendments which do not affect the type of facility to be constructed or activity to 
be financed; and 

In the event the change to the 2009 Project has the effect of reducing the amount of the 
Committed Amount, the written consent of the Borrower to reallocation of the Committed Amount 
between the 2009A Loan and the 2009B Loan, if required by the DNRC, as described in Section 5.6 
below. 

The Borrower acknowledges and agrees that an increase in the principal amount of the 
2009 Loans may be made only upon an application to the DEQ, the DNRC and the Trustee, in 
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such form as the DEQ shall specify, which is approved by the DEQ and the DNRC, in their sole 
and absolute discretion, and adoption by the governing body of the Borrower of a resolution 
amendatory of or supplementary to the Resolution authorizing the additional loan and delivery of 
written certifications by officers of the Borrower to the DEQ, the DNRC and the Trustee to the 
effect that all representations and covenants contained in the resolution as it may be so amended 
or supplemented are true as of the date of closing of the additional loan and compliance with 
applicable tests for the incurrence of such Debt.  No assurance can be given that any additional 
loan funds will be available under the Program at the time of any such application or thereafter.  
The Borrower acknowledges and agrees that neither the DEQ, the DNRC, the Trustee nor any of 
their agents, employees or representatives shall have any liability to the Borrower and have made 
no representations to the Borrower as to the sufficiency of the 2009 Loans to pay costs of the 
2009 Project or as to the availability of additional funds under the Program to increase the 
principal amount of the Loan. 

2009 Project Representations and Covenants.  The Borrower hereby represents to and 
covenants with the DNRC that: 

construction of the 2009 Project did not commence prior to February 17, 2009, and [the 
Construction Contract relating to the 2009 Project has been fully executed and delivered]; 

all construction of the 2009 Project has complied and will comply with all federal and state 
standards, including, without limitation, EPA regulations and standards and the requirements of 
ARRA; 

all future construction of the 2009 Project will be done only pursuant to fixed price 
construction contracts.  The Borrower shall obtain a performance and payment bond from the 
contractor for each construction contract in the amount of 100% of the construction price and ensure 
that such bond is maintained until construction is completed to the Borrower’s, the DNRC’s and the 
DEQ’s satisfaction; 

all future construction of the 2009 Project will be done in accordance with plans and 
specifications on file with the DNRC and the DEQ, provided that changes may be made in such 
plans and specifications with the written consent of an Authorized DNRC Officer and the DEQ;  

the iron, steel, and manufactured goods used in the 2009 Project comply with the “buy 
American” requirements of Section 1605 of ARRA, as those requirements are further interpreted by 
applicable EPA guidance; and 

the 2009 Project is a project of the type permitted to be financed under the Act, the State Act 
and the Program and Section 1452 of the Safe Drinking Water Act;  

the Borrower will undertake the 2009 Project promptly after the Closing Date and will cause 
the 2009 Project to be completed as promptly as practicable with all reasonable dispatch, except 
only as completion may be delayed by a cause or event not reasonably within the control of the 
Borrower; it is estimated by the Borrower that the 2009 Project will be substantially completed by 
the Estimated Completion Date; and 
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the Borrower agrees to provide information regarding jobs created and retained as a result of 
the 2009 Project and such other information regarding the 2009 Project, including information for 
the website www.montanarecovery.gov, to the DNRC and the DEQ upon the request for such 
information by the DNRC or the DEQ or both, and to post signage at the site of the 2009 Project 
that designates the 2009 Project as an ARRA funded project. 

Completion or Cancellation or Reduction of Costs of the 2009 Project. 

Upon completion of the 2009 Project, the Borrower shall deliver to the DNRC a certificate 
stating that the 2009 Project is complete and stating the amount, if any, of the Undisbursed 
Committed Amount.  If Appendix A describes two or more separate projects as making up the 2009 
Project, a separate completion certificate shall be delivered for each. 

If all or any portion of the 2009 Project is cancelled or cut back or its costs are reduced or 
for any other reason the Borrower will not require the full Committed Amount, the Borrower shall 
promptly notify the DNRC in writing of such fact and the amount of the Undisbursed Committed 
Amount. 

If there is any Undisbursed Committed Amount, the DNRC reserves the right under Section 
5.6 below to reallocate the amount equal to the Committed Amount as reduced by the Undisbursed 
Committed Amount between the 2009A Loan and the 2009B Loan, as more particularly provided in 
Section 5.6. 

II.  
 

THE LOAN 

The Loan; Disbursement of Loan.   

The DNRC has agreed to lend to the Borrower, from time to time as the requirements of this 
0 are met, an amount up to (i) $416,300 (the “2009A Committed Amount”), (ii) $333,700 (the 
“2009B Committed Amount”), and (iii) $2,750,000 (the “2009C Committed Amount”) for the 
purposes of financing, refinancing or reimbursing the Borrower for a portion of the costs of the 
2009 Project; provided the DNRC shall not be required to loan any proceeds of the State Bonds to 
the Borrower after the Estimated Completion Date.  The Committed Amount may be reduced as 
provided in Section 3.2 and 0 of this Supplemental Resolution.     

The DNRC intends to disburse the 2009 Loans through the Trustee.  In consideration of the 
issuance of the Series 2009 Bonds by the Borrower, the DNRC shall make, or cause the Trustee to 
make, a disbursement of all or a portion of the 2009 Loans upon receipt of the following documents: 

an Opinion of Bond Counsel as to the validity and enforceability of the Series 
2009 Bonds and the security therefor and stating in effect that interest on the Series 
2009B Bond and the Series 2009C Bond is not includable in gross income of the owner 
thereof for purposes of federal income taxation, in form and substance satisfactory to the 
DNRC; 
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the Series 2009A Bond, the Series 2009B Bond, and the Series 2009C Bond, fully 
executed and authenticated; 

a certified copy of the Original Resolution and this Supplemental Resolution; 

any other security instruments or documents required by the DNRC or DEQ as a 
condition to their approval of the 2009 Loans; 

if all or part of a Loan is being made to refinance a Project or reimburse the 
Borrower for the costs of a Project paid prior to the Closing, evidence, satisfactory to the 
DNRC and the Bond Counsel referred to in (1) above, (A) that the acquisition or 
construction of the Project was begun no earlier than June 1, 1993 or the debt was 
incurred no earlier than June 1, 1993, (B) of the Borrower’s title to the Project, (C) of the 
costs of such Project and that such costs have been paid by the Borrower and (D) if such 
costs were paid before adoption of this Supplemental Resolution that the Borrower has 
complied with Section 1.150-2 of the Regulations; 

the items required by the Indenture for the portion of the 2009 Loans to be 
disbursed at Closing; and 

such other certificates, documents and other information as the DNRC, the DEQ 
or the Bond Counsel giving the opinion referred to in subparagraph (1) may require 
(including any necessary arbitrage rebate instructions). 

In order to obtain a disbursement of a portion of the 2009 Loans to pay costs of the 2009 
Project, the Borrower shall submit to the DNRC and the Trustee a signed request for disbursement 
on the form prescribed by the DNRC, with all attachments required by such form.  The Borrower 
may obtain disbursements only for costs which have been legally incurred and are due and payable.  
All Loan disbursements will be made to the Borrower only upon proof that cost was incurred.   

The 2009 Loans shall be disbursed, subject to the other terms and conditions of this 
Resolution, in the following order:   

(1)  First, at the Closing, the 2009B First Advance will be 
advanced from the 2009B Loan. 

(2)  Second, after the 2009B First Advance has been disbursed to 
the Borrower, the entire amount of the 2009A Loan may then be disbursed to the 
Borrower as and when needed.  For the avoidance of doubt, any amounts of the 
2009 Loans to be disbursed at Closing in excess of the 2009B First Advance will 
be disbursed as proceeds of the 2009A Loan to the extent of the 2009A 
Committed Amount.   

(3)  Third, after the entire principal amount of the 2009A Loan has 
been disbursed to the Borrower, the remaining amount, if any, of the 2009B Loan 
will be disbursed to the Borrower as and when needed.  
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(4)  Fourth, only after the full amount of the 2009A Loan and 
2009B Loan has been disbursed to the Borrower, the Borrower may apply to the 
costs of the 2009 Project any other funds available to it, including grants or other 
funds, and including amounts under the 2009C Loan, which will be disbursed to 
the Borrower, starting with the 2009C First Advance, as and when needed.   

The Borrower shall submit the request for the 2009B First Advance and the 2009C First 
Advance in the form required by the DNRC so that it is received by the DNRC by the date that is no 
later than ten Business Days prior to the date desired by the Borrower for the making of the 2009B 
First Advance and the 2009C First Advance, respectively.  The Borrower shall not be entitled to, and 
the DNRC shall have no obligation to make, the 2009B First Advance or the 2009C First Advance or 
any subsequent advance of amounts under the 2009B Loan or the 2009C Loan until such time as the 
Borrower shall have set aside and funded the Reserve Account in an amount then required to satisfy 
the Reserve Requirement. 

For refinancings, a disbursement schedule complying with the requirements of the Safe 
Drinking Water Act shall be established by the DNRC and the Borrower at Closing.  The Trustee shall 
disburse 2009 Loan amounts directly to the holder of the debt being refinanced according to such 
schedule.  If the Borrower should repay all or a portion of the debt to be refinanced from other 
sources or should otherwise not need any portion of the 2009 Loan which was to have been used to 
refinance such debt, it shall inform the DNRC and the Trustee of such fact pursuant to Section 3.4(b) 
and a new disbursement schedule shall be drawn up by the DNRC.  The DNRC shall obtain a receipt 
from the holder of the debt being refinanced for each disbursement made to pay or prepay a portion 
of such debt. 

If all or a portion of a Loan is made to reimburse a Borrower for Project costs paid by it prior 
to Closing, the Borrower shall present at Closing the items required by Section 4.1(b) relating to such 
costs.  The Trustee shall disburse such amounts to the Borrower pursuant to a disbursement 
schedule complying with the requirements of the Safe Drinking Water Act established by the DNRC 
and the Borrower at the Closing. 

Notwithstanding anything else provided herein, the Trustee shall not be obligated to disburse 
the Loan any faster or to any greater extent than it has available EPA Capitalization Grants, Bond 
proceeds and other amounts available therefor in the Revolving Fund.  The DNRC shall not be 
required to do “overmatching” pursuant to Section 5.04(b) of the Indenture, but may do so in its 
discretion.  The Borrower acknowledges that if Project costs are incurred faster than the Borrower 
projected at Closing, there may be delays in making Loan disbursements for such costs because of 
the schedule under which EPA makes EPA Capitalization Grant money available to the DNRC.  The 
DNRC will use its best efforts to obtain an acceleration of such schedule if necessary. 

Upon making each 2009A Loan disbursement, 2009B Loan disbursement, and 2009C Loan 
Disbursement, the Trustee shall note such disbursement on Schedule A to the Series 2009A Bond, 
Series 2009B Bond, and the Series 2009C Bond, respectively.  A Schedule A reflecting the amount of 
the 2009B First Advance and the 2009C First Advance will first be attached to the Series 2009B Bond 
and the Series 2009C Bond, respectively, at Closing. 

The Borrower agrees that it will deposit in the Reserve Account upon receipt thereof, on the 
date of the 2009B First Advance and any subsequent disbursement dates, any proceeds of the 2009B 
Loan borrowed for the purpose of increasing the balance in the Reserve Account to the Reserve 
Requirement.  The Borrower further acknowledges and agrees that any portions of the 2009 Loans 
representing capitalized interest shall be advanced only on Payment Dates and shall be transferred 
by the Trustee on the Payment Date directly to the Revenue Bond Account.  The amount of any such 
transfer shall be a credit against the interest payments due on the Series 2009 Bonds and interest 
thereon shall accrue only from the date of transfer. 
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Compliance by the Borrower with its representations, covenants and agreements contained 
in the Original Resolution, this Supplemental Resolution and the Collateral Documents shall be a 
further condition precedent to the disbursement of the Loan in whole or in part.  The DNRC and the 
Trustee, in their sole and absolute discretion, may make one or more disbursements, in whole or in 
part, notwithstanding such noncompliance, and without liability to make any subsequent 
disbursement of the Loan. 

Commencement of Loan Term.  The Borrower’s obligations under this 
Supplemental Resolution and the Collateral Documents shall commence on the date hereof 
unless otherwise provided in this Supplemental Resolution.  However, the obligation to 
make payments under O hereof shall commence only upon the first disbursement by the 
Trustee of the 2009B Loan proceeds. 

Termination of Loan Term.  The Borrower’s obligations under the Resolution and 
the Collateral Documents in respect of the Series 2009 Bonds shall terminate upon payment 
in full of all amounts due under the Series 2009 Bonds and the Resolution in respect 
thereof; provided, however, that the covenants and obligations provided in P and 0 of this 
Supplemental Resolution shall survive the termination of the Resolution. 

Loan Closing Submissions.  On or prior to the Closing, the Borrower will have 
delivered to the DNRC and the Trustee the closing submissions required by Section 7.05 of 
the Indenture. 

JJ.  
 

REPAYMENT OF 2009 LOANS 

Repayment of 2009 Loans.  The Borrower shall repay the amounts lent to it 
pursuant to Section 4.1 hereof in accordance with this Section 5.1. 

5.1.1.  Manner of Repayment. The Borrower shall pay all Loan Repayments in 
lawful money of the United States of America to the DNRC.  Interest, Administrative Expense 
Surcharge and Loan Loss Reserve Surcharge shall be calculated on the basis of a year of 360 
days comprising 12 months of 30 days each. 

5.1.2.  Repayment of 2009A Loan; Principal Forgiveness.   

The Borrower is obligated to repay the principal of and interest and Administrative Expense 
Surcharge and Loan Loss Reserve Surcharge on the 2009A Loan as provided in Section 5.1.2(b), 
unless the DNRC forgives the Borrower’s obligation to repay the principal of the 2009A Loan as 
provided in this paragraph.  So long as the Borrower is proceeding diligently to completion of the 
2009 Project through the final advance of principal of the 2009B Loan and the Borrower has executed 
and delivered the ARRA Certificate and Request to the DNRC in form and substance satisfactory to 
the DNRC within thirty (30) days after the date that the ARRA Certificate and Request is provided to 
the Borrower by the DNRC, the DNRC will, following review and approval of the ARRA Certificate and 
Request, deliver to the Borrower a DNRC Forgiveness Statement and the Borrower will thereafter 
have no obligation to repay amounts advanced under the Series 2009A Bond or interest thereon.  In 
the event the Borrower fails to deliver timely the ARRA Certificate and Request or the Borrower 
cannot submit the ARRA Certificate and Request because it cannot make the certifications required 
therein, including without limitation, those related to ARRA, or the ARRA Certificate and Request is 
delivered in a form that deviates materially from that attached hereto as Appendix D as determined in 
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the sole and complete discretion of the DNRC, then the DNRC will deliver to the Borrower a DNRC 
Noncompliance Statement.  

In the event the DNRC delivers a DNRC Noncompliance Statement, then the Loan 
Repayments on the 2009A Loan required by this Section 5.1 shall be due on each Payment Date, as 
follows: 

(1) interest (including the Administrative Expense Surcharge and the Loan 
Loss Reserve Surcharge) on the outstanding principal balance of the 
2009A Loan shall be payable from and after the date of each advance of 
principal of the 2009A Loan on each Payment Date at the rate of 3.75% 
per annum, beginning on the first Payment Date following the date of 
delivery by the DNRC of a DNRC Noncompliance Statement and 
concluding on the 40th Payment Date under the 2009B Loan; and 

(2) the principal of the 2009A Loan shall be repayable on each Payment Date, 
beginning on the Payment Date that is the first to occur following delivery 
by the DNRC of a DNRC Noncompliance Statement, and concluding on 
the 40th Payment Date under the 2009B Loan, and the amount of each 
principal payment shall be calculated on the basis of a substantially level 
debt service at the rate of 3.75% per annum; provided that principal of the 
2009A Loan is payable only in amounts that are multiples of $1,000  

In addition, in the event the DNRC delivers a DNRC Noncompliance Statement (i) the Series 
2009A Bond will continue in effect as a Subordinate Lien Obligation, and (ii) the Borrower will 
forthwith comply with the rate covenant set forth in Section 6.7 of the Original Resolution, as 
amended hereby, and, if necessary, increase the rates and charges of the System to satisfy such rate 
covenant as it regards the Series 2009A Bond and the Series 2009B Bond as soon as practicable and 
in any event no later than three (3) months after the date of delivery to the Borrower by the DNRC of a 
a DNRC Noncompliance Statement.   

5.1.3.  Repayment of 2009B Loan.   

(a) Subject to the provisions of Section 5.1.3(b), the Loan Repayments on the 
2009B Loan required by this Section 5.1 shall be due on each Payment Date, as follows: 

(1) interest (including the Administrative Expense Surcharge and the Loan 
Loss Reserve Surcharge) on the outstanding principal balance of the 
2009B Loan shall be payable from and after the date of the 2009B First 
Advance and each advance of principal of the 2009B Loan thereafter on 
each Payment Date at the rate of 3.75% per annum, beginning on January 
1, 2009 (or if no DNRC Statement has been delivered to the Borrower 
prior to January 1, 2009, then on the first Payment Date after such DNRC 
Statement has been delivered) and concluding on July 1, 2029; and 

(2) the principal of the 2009B Loan shall be repayable on each Payment Date, 
beginning on the first Payment Date following the 2009B First Advance 
and concluding on the 40th Payment Date under the 2009B Loan, and the 
amount of each principal payment shall be calculated on the basis of a 
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substantially level debt service at the rate of 3.75% per annum, taking into 
account each Loan Repayment, if any, made pursuant to Section 5.1.3(c), 
and provided that principal of the 2009B Loan is payable only in amounts 
that are multiples of $1,000. 

 

(b) Notwithstanding Section 5.1.3(a), in the event the DNRC delivers a 
DNRC Forgiveness Statement, then the Loan Repayments on the 2009B Loan from and after the 
2009B First Advance and all subsequent advances of the 2009B Loan which shall be due on each 
Payment Date are as follows: 

(1) interest on the outstanding principal balance of the 2009B Loan shall be 
payable on each Payment Date, beginning on January 1, 2010 and 
concluding on July 1, 2029 at the rate of 1.75% per annum;  

(2) the Borrower shall have no obligation to pay any Administrative Expense 
Surcharge or any Loan Loss Reserve Surcharge; and 

(3) the principal of the 2009B Loan shall be repayable on each Payment Date, 
beginning on January 1, 2010 and concluding on July 1, 2029, and the 
amount of each principal payment shall be calculated on the basis of 
substantially level debt service at an interest rate of 1.75% per annum; 
provided that principal of the 2009B Loan is payable only in amounts that 
are multiples of $1,000. 

(c) Notwithstanding Section 5.1.3(a), in the event any Payment Date occurs 
prior to the delivery by the DNRC to the Borrower of a statement described in Section 5.1.2 
(whether or not the obligation of the Borrower to repay the principal advanced under the 2009A 
Loan has been forgiven), the Loan Repayments on the 2009B Loan will be calculated in 
accordance with Section 5.1.3(b) for such Payment Date.  For the avoidance of doubt, if the 
DNRC delivers a statement to the Borrower that the obligation of the Borrower to repay the 
principal advanced under the 2009A Loan has not been forgiven, the Loan Repayments on the 
2009B Loan will thereafter be calculated in accordance with Section 5.1.3(a). 

5.1.4. Repayment of 2009C Loan.  The Loan Repayments on the 2009C Loan 
required by this Section 5.1 shall be due on each Payment Date, as follows: 

(1) interest and Administrative Expense Surcharge and Loan Loss Reserve 
Surcharge on the outstanding  principal balance of the 2009C Loan shall be 
payable on each January 1 and July 1, beginning on the first to occur of 
either of such dates following the date of the 2009C First Advance, which 
is the first Payment Date after the 2009C First Advance, but in any event 
no earlier than January 1, 2010 and concluding on that January 1 or July 1 
that constitutes the 40th Payment Date after the 2009B First Advance; and 
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(2) the principal of the 2009C Loan shall be repayable on each Payment Date, 
beginning on the January 1 or July 1 that is the first to occur following the 
date of the 2009C First Advance, but in any event no earlier than January 
1, 2010, and concluding on that January 1 or July 1 that constitutes the 
40th Payment Date after the 2009B First Advance, and the amount of each 
principal payment shall be calculated on the basis of a substantially level 
debt service at a rate of 3.75% per annum; provided that principal of the 
2009C Loan is payable only in amounts that are multiples of $1,000. 

5.1.5.  Details Regarding 2009 Loan Repayments.  The payments of principal of 
and interest and the Administrative Expense Surcharge and the Loan Loss Reserve Surcharge on 
the 2009C Loan and, if applicable, on the 2009A Loan and the 2009B Loan, shall be due on the 
dates specified above and on the dates and in the amounts shown in Schedule B to each of the 
Series 2009B Bond and the Series 2009C Bond and, if applicable, the Series 2009A Bond, as 
such Schedule B shall be modified from time to time as provided below.  Schedule B will first be 
attached to the Series 2009A Bond and the Series 2009B Bond at Closing.  Schedule B will first 
be attached to the Series 2009C Bond following receipt by the DNRC of the information 
required in connection with the 2009C First Advance.  The portion of each such Loan 
Repayment consisting of principal and the portion consisting of interest shall be set forth on 
Schedule B to the Series 2009B Bond and the portion of each Loan Repayment consisting of 
principal and the portion consisting of interest and the amount of each Administrative Expense 
Surcharge and the amount of each Loan Loss Reserve Surcharge shall be set forth in Schedule B 
to the Series 2009A Bond (and the Series 2009B Bond, if appropriate) and the Series 2009C 
Bond.  Upon each disbursement of 2009 Loan amounts to the Borrower pursuant to Section 4.1 
hereof, the Trustee shall enter or cause to be entered the amount advanced on Schedule A to the 
applicable Series 2009A Bond, the Series 2009B Bond, and the Series 2009C Bond under 
“Advances” and the total amount advanced under Section 4.1, including such disbursement, 
under “Total Amount Advanced.” 

If the advance was made to pay costs of the 2009 Project pursuant to Section 
4.1(b), interest in respect of the Series 2009B Bond and interest, Administrative Expense 
Surcharge, and Loan Loss Reserve Surcharge in respect of the Series 2009C Bond, and, if 
required under Sections 5.1.2 and 5.1.3 hereof, in respect of the Series 2009A Bond and the 
Series 2009B Bond, on such advance shall accrue from the date the advance is made and shall be 
payable on each Payment Date thereafter.  If, after the full principal amount of the 2009 Loans 
has been advanced, the DNRC shall have delivered a DNRC Noncompliance Statement, then the 
Trustee shall revise the Schedule B to each of the Series 2009A Bond and the Series 2009B 
Bond in accordance with this Section 5.1, and the Trustee shall send a copy of such schedules to 
the Borrower within one month after delivery by the DNRC of the DNRC Noncompliance 
Statement.  If the DNRC delivers a DNRC Forgiveness Statement, the Trustee shall revise 
Schedule B to the Series 2009B Bond in accordance with this Section 5.1 reflecting a debt 
service schedule with payments at 1.75% per annum, and the Trustee shall send a copy of such 
revised Schedule B to the Borrower within one month after the delivery of such DNRC 
Noncompliance Statement.  Once the completion certificate for the 2009 Project has been 
delivered to the DNRC, the Trustee shall revise Schedule B to the Series 2009C Bond, and the 
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Trustee shall send a copy of such Schedule B to the Borrower within one month after delivery of 
the completion certificate. 

Past-due payments of principal and interest (including, as applicable, the 
Administrative Expense Surcharge and Loan Loss Reserve Surcharge) shall bear interest at the 
rate of ten percent (10.00%) per annum, until paid. 

Additional Payments.  The Borrower shall also pay, within 30 days after receipt of a 
bill therefor, from any legally available funds therefor, including proceeds of the Loan, if 
the Borrower so chooses, all reasonable expenses of the DNRC and the Trustee in 
connection with the Loan, the Collateral Documents and the Series 2009 Bonds, including, 
but not limited to: 

the cost of reproducing this Supplemental Resolution, the Collateral Documents and the 
Series 2009 Bonds; 

the fees and disbursements of bond counsel and other Counsel utilized by the DNRC and the 
Trustee in connection with the Loan, the Resolution, the Collateral Documents and the Series 2009 
Bonds and the enforcement thereof; and 

all taxes and other governmental charges in connection with the execution and delivery of 
the Collateral Documents or the Series 2009 Bonds, whether or not the Series 2009 Bonds are then 
outstanding, including all recording and filing fees relating to the Collateral Documents and the 
pledge of the State’s right, title and interest in and to the Series 2009 Bonds, the Collateral 
Documents and the Resolution under the Resolution (and with the exceptions noted therein) and all 
expenses, including attorneys’ fees, relating to any amendments, waivers, consents or collection or 
enforcement proceedings pursuant to the provisions hereof or thereof. 

Prepayments.  The Borrower may not prepay all or any part of the outstanding 
principal amount of the Series 2009B Bond or the Series 2009C Bond and, if applicable, the 
Series 2009A Bond, unless (i) it obtains the prior written consent of the DNRC thereto, and 
(ii) no Loan Repayment or Administrative Expense Surcharge or Loan Loss Reserve 
Surcharge is then delinquent.  Any prepayment permitted by the DNRC must be 
accompanied by payment of accrued interest and, if applicable, Administrative Expense 
Surcharge and Loan Loss Reserve Surcharge to the date of prepayment on the amount of 
principal prepaid.  If the Series 2009 Bonds are prepaid in part pursuant to this 0, such 
prepayments shall be applied to principal payments in inverse order of maturity. 

Obligations of Borrower Unconditional.  The obligations of the Borrower to make 
the payments required by the Resolution and the Series 2009 Bonds and to perform its 
other agreements contained in the Resolution, the Series 2009 Bonds and Collateral 
Documents shall be absolute and unconditional, except as otherwise provided herein or in 
such documents.  The Borrower (a) shall not suspend or discontinue any payments 
provided for in the Resolution and the Series 2009 Bonds, (b) shall perform all its other 
agreements in the Resolution, the Series 2009 Bonds and the Collateral Documents and (c) 
shall not terminate the Resolution, the Series 2009 Bonds or the Collateral Documents for 
any cause, including any acts or circumstances that may constitute failure of consideration, 
destruction of or damage to the 2009 Project or the System, commercial frustration of 
purpose, any dispute with the DNRC or the EPA, any change in the laws of the United 
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States or of the State or any political subdivision of either or any failure of the DNRC to 
perform any of its agreements, whether express or implied, or any duty, liability or 
obligation arising from or connected with the Resolution. 

Limited Liability.  All payments of principal of and interest on the Loan and other 
payment obligations of the Borrower hereunder and under the Series 2009 Bonds shall be 
special, limited obligations of the Borrower payable solely out of the Net Revenues and 
shall not, except at the option of the Borrower and as permitted by law, be payable out of 
any other revenues of the Borrower.  The obligations of the Borrower under the Resolution 
and the Series 2009 Bonds shall never constitute an indebtedness of the Borrower within 
the meaning of any state constitutional provision or statutory or charter limitation and 
shall never constitute or give rise to a pecuniary liability of the Borrower or a charge 
against its general credit or taxing power.  The taxing powers of the Borrower may not be 
used to pay principal of or interest on the Series 2009 Bonds, and no funds or property of 
the Borrower other than the Net Revenues may be required to be used to pay principal of 
or interest on the Series 2009 Bonds.   

Reallocation of 2009 Loans.  The Borrower understands that the principal amounts 
of the 2009A Loan and the 2009B Loan have been sized based on the understanding and 
expectation that the 2009 Project costs at least $3,500,000 and that the Borrower will 
request disbursement of the full amount of the 2009A Loan and 2009B Loan.  
Notwithstanding any provision to the contrary herein, the Borrower acknowledges and 
agrees that in the event there is any Undisbursed Committed Amount, then the DNRC 
reserves the right in its sole and complete discretion to reallocate loan amounts as between 
the 2009A Loan and 2009B Loan on the basis of the amounts of the 2009A Loan and the 
2009B Loan that the Borrower would have been entitled to had the 2009 Loans initially 
equaled the Committed Amount less the Undisbursed Committed Amount.  The 
reallocation between the 2009A Loan and 2009B Loan will reflect the same percentage of 
the total amount of the 2009 Loans as initially used.  Upon making such reallocation, the 
DNRC shall deliver to the Borrower a replacement Series 2009A Bond and a replacement 
Series 2009B Bond reflecting adjusted principal amounts, which bonds shall supersede and 
render of no effect the original bonds and be payable on the same dates as described in the 
original bonds, but in an adjusted amount owing on each Payment Date because of  the 
reallocation of principal amounts.  The Borrower shall execute and deliver the replacement 
Series 2009A Bond and the replacement Series 2009B Bond to the DNRC within thirty (30) 
days after delivery of such bonds to the Borrower by the DNRC.  Contemporaneous with 
the delivery of the replacement Series 2009A Bond and the replacement Series 2009B Bond 
to the DNRC by the Borrower, the Borrower shall determine whether the Net Revenues of 
the System total at least 125% of the maximum principal of and interest payable on the 
Bonds outstanding in any fiscal year, and, if they do not, the Borrower shall increase its 
rates and charges to satisfy the rate covenant set forth in Section 6.7 of the Original 
Resolution, as amended hereby, within three (3) months after the date of delivery of the 
replacement Series 2009A Bond and the replacement Series 2009B Bond to the DNRC by 
the Borrower. 
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KK.  
 

INDEMNIFICATION OF DNRC AND DEQ 

The Borrower shall indemnify and save harmless the DNRC and the DEQ and their 
officers, employees and agents (each an "Indemnified Party" or, collectively, the “Indemnified 
Parties") against and from any and all claims, damages, demands, expenses, liabilities and losses 
of every kind asserted by or on behalf of any Person arising out of the acts or omissions of the 
Borrower or its employees, officers, agents, contractors, subcontractors, or consultants in 
connection with or with regard or in any way relating to the condition, use, possession, conduct, 
management, planning, design, acquisition, construction, installation or financing of the 2009 
Project.  The Borrower shall also indemnify and save harmless the Indemnified Parties against 
and from all costs, reasonable attorneys’ fees, expenses and liabilities incurred in any action or 
proceeding brought by reason of any such claim or demand.  If any proceeding is brought against 
an Indemnified Party by reason of such claim or demand, the Borrower shall, upon notice from 
an Indemnified Party, defend such proceeding on behalf of the Indemnified Party. 

LL.  
 

ASSIGNMENT 

Assignment by Borrower.  The Borrower may not assign its rights and obligations 
under the Resolution or the Series 2009 Bonds. 

Assignment by DNRC.  The DNRC will pledge its rights under and interest in the 
Resolution, the Series 2009 Bonds and the Collateral Documents (except to the extent 
otherwise provided in the Indenture) as security for the payment of the State Bonds and 
may further assign such interests to the extent permitted by the Indenture, without the 
consent of the Borrower. 

State Refunding Bonds.  In the event the State Bonds and Additional State Bonds 
are refunded by bonds which are not Additional State Bonds, all references in the 
Resolution to State Bonds and Additional State Bonds shall be deemed to refer to the 
refunding bonds and any bonds of the State on a parity with such refunding bonds 
(together, the “Refunding Bonds”) or, in the case of a crossover refunding, to the State 
Bonds and Additional State Bonds and the Refunding Bonds.  In the event the State Bonds 
are refunded by an issue of Additional State Bonds, all references in the Resolution to the 
State Bonds shall be deemed to refer to such Additional State Bonds or, in the case of a 
crossover refunding, both the State Bonds and such Additional State Bonds. 

MM.  
 

THE SERIES 2009 BONDS 

Net Revenues Available.  The Borrower is authorized to charge just and equitable 
rates, charges and rentals for all services directly or indirectly furnished by the System, 
and to pledge and appropriate to the Series 2005 Bond and the Series 2009 Bonds the Net 
Revenues to be derived from the operation of the System, including improvements, 
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betterments or extensions thereof hereafter constructed or acquired.  The Net Revenues to 
be produced by such rates, charges and rentals during the term of the Series 2009 Bonds 
are expected to be more than sufficient to pay the principal and interest when due on the 
Series 2005 Bond and the Series 2009 Bonds, and to create and maintain reasonable 
reserves therefor and to provide an adequate allowance for replacement and depreciation, 
as prescribed herein.  For purposes of the foregoing statement, principal of and interest on 
the 2009A Loan are disregarded, and interest on the Series 2009B Bond is assumed to be 
1.75%.  The Borrower acknowledges and agrees that if the DNRC delivers a statement to 
the Borrower that the obligation of the Borrower to repay the principal of the 2009A Loan 
is not forgiven as provided in Section 5.1.2 as determined in the sole and complete 
discretion of the DNRC, then principal and interest and surcharges will become due and 
owing on the 2009A Loan evidenced by the Series 2009A Bond and the 2009B Loan 
evidenced by the Series 2009B Bond as provided in Section 5.1 and the Borrower shall 
thereupon, to the extent required by Section 6.7 of the Original Resolution, as amended 
hereby, adjust its schedule of fees, rates, and charges applicable to the System to cause Net 
Revenues and Surplus Net Revenues to be produced in an amount at least equal to that 
required by the Resolution. 

Issuance and Sale of the Series 2009 Bonds.  The Council has investigated the facts 
necessary and hereby finds, determines and declares it to be necessary and desirable for 
the Borrower to issue the Series 2009 Bonds to evidence the 2009 Loans.  The Series 2009 
Bonds are issued to the DNRC without public sale pursuant to Montana Code Annotated, 
Section 7-7-4433(2)(a). 

Terms.  The Series 2009A Bond, the Series 2009B Bond, and the Series 2009C Bond 
shall be in the maximum principal amount equal to the original 2009A Committed 
Amount, 2009B Committed Amount, and 2009C Committed Amount, respectively, shall 
each be issued as a single, fully registered bond numbered R-1, shall be dated as of the date 
of delivery to the DNRC, and shall bear interest at the rate charged by the DNRC on the 
2009A Loan, 2009B Loan, and 2009C Loan, respectively.  The principal of and interest on 
the Series 2009B Bond and the Series 2009C Bond, and, if applicable, the principal lf and 
interest on the Series 2009A Bond and any Administrative Expense Surcharge and Loan 
Loss Reserve Surcharge shall be payable on the same dates and in the same amounts on 
which  principal and interest of the Loan Repayments are payable.  Advances of principal 
of the Series 2009A Bond or Series 2009B Bond or Series 2009C Bond shall be deemed 
made when advances of the 2009A Loan or 2009B Loan or 2009C Loan, respectively, are 
made under Section 4.1, and such advances shall be payable in accordance with Schedule B 
to the Series 2009B Bond, the Series 2009C Bond, and, if applicable, the Series 2009A 
Bond, as the case may be, as it may be revised by the DNRC from time to time in 
accordance with Section 5.1.  The Series 2009A Bond is a Subordinate Lien Obligation.  
The Series 2009B Bond and the Series 2009C Bond are Additional Bonds. 

The Borrower may prepay the Series 2009 Bonds, in whole or in part, only upon the 
terms and conditions under which it can prepay the 2009 Loans under 0. 

Negotiability, Transfer and Registration.  The Series 2009 Bonds shall be fully 
registered as to both principal and interest, and shall be initially registered in the name of 
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and payable to the DNRC.  While so registered, principal of and interest on the Series 2009 
Bonds shall be payable to the DNRC at the Office of the Department of Natural Resources 
and Conservation, 1625 Eleventh Avenue, Helena, Montana 59620-1601 or such other place 
as may be designated by the DNRC in writing and delivered to the Borrower.  The Series 
2009 Bonds shall be negotiable, subject to the provisions for registration and transfer 
contained in this Section.  No transfer of the Series 2009 Bonds shall be valid unless and 
until (1) the holder, or his duly authorized attorney or legal representative, has executed 
the form of assignment appearing on the Series 2009 Bonds, and (2) the Clerk-Treasurer of 
the Borrower (or successors, the “Registrar”), as Bond Registrar, has duly noted the 
transfer on the Series 2009 Bonds and recorded the transfer on the registration books of 
the Registrar.  The Registrar may, prior to noting and recording the transfer, require 
appropriate proof of the transferor’s authority and the genuineness of the transferor’s 
signature.  The Borrower shall be entitled to deem and treat the Person in whose name the 
Series 2009 Bonds is registered as the absolute owner of the Series 2009 Bonds for all 
purposes, notwithstanding any notice to the contrary, and all payments to the registered 
holder shall be valid and effectual to satisfy and discharge the Borrower’s liability upon 
such Bond to the extent of the sum or sums so paid. 

Execution and Delivery.  The Series 2009 Bonds shall be executed on behalf of the 
Borrower by the manual signatures of the Mayor and the City Clerk.  Any or all of such 
signatures may be affixed at or prior to the date of delivery of the Series 2009 Bonds.  The 
Series 2009 Bonds shall be sealed with the corporate seal of the Borrower.  In the event that 
any of the officers who shall have signed the Series 2009 Bonds shall cease to be officers of 
the Borrower before the Series 2009 Bonds are issued or delivered, their signatures shall 
remain binding upon the Borrower.  Conversely, the Series 2009 Bonds may be signed by 
an authorized official who did not hold such office on the date of adoption of this 
Supplemental Resolution.  The Series 2009 Bonds shall be delivered to the DNRC, or its 
attorney or legal representative. 

Form.  The Series 2009A Bond shall be prepared in substantially the form attached 
as Appendix B-1, the Series 2009B Bond shall be prepared in substantially the form 
attached as Appendix B-2, and the Series 2009C Bond shall be prepared in substantially 
the form attached as Appendix B-3..   

2009 Acquisition and Construction Account.  The 2009 Acquisition and 
Construction Account (the “Acquisition and Construction Account”) is hereby created as a 
separate account within the Water System Fund and shall be used only to pay as incurred 
and allowed, costs which under accepted accounting practice are capital costs of the 2009 
Project and of such future reconstructions, improvements, betterments or extensions of the 
System as may be authorized in accordance with law, including but not limited to payments 
due for work and materials performed and delivered under construction contracts, 
architectural, engineering, inspection, supervision, fiscal and legal expenses, the cost of 
lands and easements, reimbursement of any advances made from other Borrower funds, 
and all other expenses incurred in connection with the acquisition, construction and 
financing of any such undertaking and the issuance of the Series 2009 Bonds.  To the 
Acquisition and Construction Account shall be credited as received the portion of the 
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proceeds of Series 2009 Bonds for costs of the 2009 Project and for costs of issuance of the 
Series 2009 Bonds and any other funds appropriated by the Borrower to the Acquisition 
and Construction Account for improvements to the System, and all income received from 
the investment of the Acquisition and Construction Account. 

NN.  
 

SECURITY FOR THE SERIES 2009 BONDS 

The Series 2009B Bond and the Series 2009C Bond are issued as Additional Bonds under 
Article 10 of the Original Resolution, as amended by this Supplemental Resolution, and shall, 
with the Series 2005 Bond and any other Additional Bonds issued under the provisions of Article 
10 of the Original Resolution, as amended hereby, be equally and ratably secured by the 
provisions of the Resolution and payable out of the Net Revenues appropriated to the Revenue 
Bond Account of the Water System Fund, without preference or priority, all as provided in the 
Resolution, and secured by the Reserve Account, as further provided in Section 11.5 of the 
Original Resolution.  Upon advancement of principal of the Series 2009B Bond and the Series 
2009C Bond, the City Clerk shall transfer from proceeds of the Series 2009B Bond and the 
Series 2009C Bond such amount or amounts to the Reserve Account to cause the balance therein 
to equal the Reserve Requirement, treating such principal amount as outstanding.  Upon the each 
advance of the Series 2009B Bond and the Series 2009C Bond, the deposit to the Reserve 
Account shall be sufficient to cause the balance in the Reserve Account to equal the Reserve 
Requirement in respect of the Series 2005 Bond and the principal of the Series 2009B Bond and 
the Series 2009C Bond so advanced.  The Series 2009A Bond is a Subordinate Lien Obligation 
issued under Section 10.4 of the Original Resolution, as amended hereby.  in the event the 
principal of and interest and Administrative Expense Surcharge and Loan Loss Reserve 
Surcharge becomes payable under the Series 2009A Bond, the Borrower shall cause rates and 
charges to be increased to produce Net Revenues at least equal to the amount required under 
Section 6.7 of the Original Resolution, as amended hereby.  The Borrower shall keep, perform 
and observe each and every one of its covenants and undertakings set forth in the Resolution for 
the benefit of the registered owners from time to time of the Series 2005 Bond and the Series 
2009 Bonds. 

OO.  
 

TAX MATTERS 

Use of 2009 Project.  The 2009 Project will be owned and operated by the Borrower 
and available for use by members of the general public on a substantially equal basis.  The 
Borrower shall not enter into any lease, use or other agreement with any non-governmental 
person relating to the use of the 2009 Project or the System or security for the payment of 
the Series 2009B Bond and the Series 2009C Bond which might cause the Series 2009B 
Bond or the Series 2009C Bond, or any one of them, to be considered a “private activity 
bond” or “private loan bond” within the meaning of Section 141 of the Code. 

General Covenant.  The Borrower covenants and agrees with the owners from time 
to time of the Series 2009B Bond and the Series 2009C Bond that it will not take or permit 
to be taken by any of its officers, employees or agents any action which would cause the 
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interest on the Series 2009B Bond and the Series 2009C Bond to become includable in gross 
income for federal income tax purposes under the Code and the Regulations, and covenants 
to take any and all actions within its powers to ensure that the interest on the Series 2009B 
Bond and the Series 2009C Bond will not become includable in gross income for federal 
income tax purposes under the Code and the Regulations. 

Arbitrage Certification.  The Mayor and the City Clerk, being the officers of the 
Borrower charged with the responsibility for issuing the Series 2009B Bond and the Series 
2009C Bond pursuant to the Resolution, are authorized and directed to execute and deliver 
to the DNRC a certificate in accordance with the provisions of Section 148 of the Code, and 
Section 1.148-2(b) of the Regulations, stating that on the basis of facts, estimates and 
circumstances in existence on the date of issue and delivery of the Series 2009B Bond and 
the Series 2009C Bond, it is reasonably expected that the proceeds of the Series 2009B 
Bond and the Series 2009C Bond will be used in a manner that would not cause the Series 
2009B Bond and the Series 2009C Bond to be an “arbitrage bond” within the meaning of 
Section 148 of the Code and the Regulations. 

Arbitrage Rebate.  The City acknowledges that the Series 2009B Bond and the 
Series 2009C Bond are subject to the rebate requirements of Section 148(f) of the Code.  
The City covenants and agrees to retain such records, make such determinations, file such 
reports and documents and pay such amounts at such times as are required under said 
Section 148(f) and applicable Treasury Regulations to preserve the exclusion of interest on 
the Series 2009B Bond and the Series 2009C Bond from gross income for federal income 
tax purposes, unless the Series 2009B Bond and the Series 2009C Bond qualify for the 
exception from the rebate requirement under Section 148(f)(4)(B) of the Code and no 
“gross proceeds” of the Series 2009B Bond and the Series 2009C Bond (other than amounts 
constituting a “bona fide debt service fund”) arise during or after the expenditure of the 
original proceeds thereof.  In furtherance of the foregoing, the Mayor, the Financial 
Services Manager, and the City Clerk are hereby authorized and directed to execute a 
Rebate Certificate, substantially in the form to be prepared by Bond Counsel, and the City 
hereby covenants and agrees to observe and perform the covenants and agreements 
contained therein, unless amended or terminated in accordance with the provisions 
thereof.. 

Information Reporting.  The Borrower shall file with the Secretary of the Treasury, 
not later than November 15, 2009, a statement concerning the Series 2009B Bond and the 
Series 2009C Bond containing the information required by Section 149(e) of the Code. 

“Qualified Tax-Exempt Obligations.”  Pursuant to Section 265(b)(3)(B)(ii) of the 
Code, the Borrower hereby designates the Series 2009B Bond and the Series 2009C Bond 
as a “qualified tax-exempt obligation” for purposes of Section 265(b)(3) of the Code.  The 
Borrower has not designated any obligations in 2009 other than its $495,000 Special 
Improvement District No. 1384 Bonds, the Series 2009B Bond and the Series 2009C Bond 
under Section 265(b)(3).  The Borrower hereby represents that it does not anticipate that 
obligations bearing interest not includable in gross income for purposes of federal income 
taxation under Section 103 of the Code (including refunding obligations as provided in 
Section 265(b)(3) of the Code and including “qualified 501(c)(3) bonds” but excluding other 
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“private activity bonds,” as defined in Sections 141(a) and 145(a) of the Code) will be 
issued by or on behalf of the Borrower and all “subordinate entities” of the Borrower in 
2009 in an amount greater than $30,000,000. 

PP.  
 

CONTINUING DISCLOSURE 

The Borrower understands and acknowledges that the DNRC is acquiring the Series 2009 
Bonds under the Program pursuant to which the State issues from time to time State Bonds to 
provide funds therefor.  The Borrower covenants and agrees that, upon written request of the 
DNRC from time to time, the Borrower will promptly provide to the DNRC all information that 
the DNRC reasonably determines to be necessary or appropriate to offer and sell State Bonds or 
to provide continuing disclosure in respect of State Bonds, whether under Rule 15c2-12 (17 
C.F.R. § 240.15c2-12) promulgated by the Securities and Exchange Council under the Securities 
Exchange Act of 1934, as amended, or otherwise.  Such information shall include, among other 
things and if so requested, financial statements of the Borrower prepared in accordance with 
generally accepted accounting principles promulgated by the Financial Accounting Standards 
Board as modified in accordance with the governmental accounting standards promulgated by 
the Governmental Accounting Standards Board or as otherwise provided under Montana law, as 
in effect from time to time (such financial statements to relate to a fiscal year or any period 
therein for which they are customarily prepared by the Borrower, and, if for a fiscal year and so 
requested by the DNRC, subject to an audit report and opinion of an accountant or government 
auditor, as permitted or required by the laws of the State).  The Borrower will also provide, with 
any information so furnished to the DNRC, a certificate of the Mayor and the City Clerk of the 
Borrower to the effect that, to the best of their knowledge, such information does not include any 
untrue statement of a material fact or omit to state any material fact required to be stated therein 
to make the statements made, in light of the circumstances under which they are made, not 
misleading. 

QQ.  
 

AMENDMENTS 

RR. Authorization.  Pursuant to Article XV of the Original Resolution, the Borrower 
reserved the right to amend the Resolution upon notice to and with the consent of the holders of 
all outstanding Bonds affected thereby. 

SS. Consent of DNRC.  The DNRC, which holds all of the outstanding Bonds, has 
consented in writing to the amendments of the provisions of the Original Resolution set forth 
herein. 

TT. Amendment of Section 1.1 of Original Resolution by Amending Existing Terms.  
Section 1.1 of the Original Resolution is hereby amended by amending the following term in the 
Original Resolution to read as follows in its entirety and such definition shall amend and 
supersede the definition of such terms given in the Original Resolution (underlining indicates 
additions; strike-through deletions): 
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“Safe Drinking Water Act” means Title XIV of the Public Health Service Act, commonly 
known as the Safe Drinking Water Act, 42 U.S.C. §§300f et seq., as amended, and all 
regulations, rules and interpretations issued by the EPA thereunder, as amended or informed by 
ARRA. 

UU. Amendment of Section 1.1 of Original Resolution by Adding New Defined 
Terms.  Section 1.1 of the Original Resolution is hereby amended by adding thereto the 
following defined term to read as follows in its entirety: 

“Subordinate Lien Obligations” mean the Series 2009A Bond and any other subordinate 
lien obligations issued under Section 10.4 of the Original Resolution, as amended hereby. 

VV. Amendment of Section 6.7 of Original Resolution.  Section 6.7 of the Original 
Resolution is hereby amended to read as follows in its entirety (underlining indicates additions; 
strike-through deletions): 

“Section 6.7. Rate Covenant.  While any Bonds are outstanding and unpaid, the rates, 
charges and rentals for all services and facilities furnished and made available by the System to 
the Borrower and its inhabitants, and to all customers within or without the boundaries of the 
Borrower, shall be reasonable and just, taking into consideration the cost and value of the System 
and the cost of maintaining and operating them, and the amounts necessary for the payment of all 
Bonds and the interest accruing thereon, and the proper and necessary allowances for the 
depreciation of the System, and no free service shall be provided to any person or corporation.  It 
is covenanted and agreed that the rates, charges and rentals to be charged to all recipients of 
water services shall be maintained and shall be revised, whenever and as often as may be 
necessary, according to schedules such that the revenues for each fiscal year will be at least 
sufficient to pay the current expenses of operation and maintenance as herein defined, to 
maintain the Operating Reserve herein established, and to produce net revenues Net Revenues 
during each fiscal year commencing with the fiscal year ending June 30, 20052010, not less than 
125% of the maximum annual principal and interest payable on any outstanding Bonds in the 
current or any future fiscal year (assuming, if no DNRC Statement has been delivered by the date 
of such determination, that a DNRC Forgiveness Statement has been delivered) and to produce 
Surplus Net Revenues during each fiscal year commencing with the fiscal year in which the 
DNRC delivers a DNRC Noncompliance Statement in an amount at least sufficient to pay the 
principal of and interest on the Series 2009A Bond and the Series 2009B Bond as and when due.  
As of the date of this Resolution, for purposes of the calculation described in the immediately 
preceding sentence, principal of and interest on the Series 2009A Bond shall be disregarded and 
interest on the Series 2009B Bond is assumed to be 1.75%.  However, in the event the DNRC 
delivers a DNRC Noncompliance Statement, the Borrower shall forthwith (and in any event no 
later than three months after the delivery of such DNRC Noncompliance Statement) cause the 
rates, charges and rentals charged to all recipients of water services to be revised whenever and 
as often as may be necessary, according to schedules such that the revenues for each fiscal year 
will be at least sufficient to pay the Operating Expenses, to maintain the Operating Reserve 
herein established, to produce Net Revenues during each fiscal year commencing with the fiscal 
year ending June 30 of that fiscal year in which the DNRC shall have delivered such DNRC 
Noncompliance Statement, not less than 125% of the maximum annual principal and interest 
payable on any outstanding Bonds in the current or any future fiscal year, including, without 
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limitation, the maximum annual principal and interest payable on the Series 2009B Bond 
calculated at 3.75% per annum, and to produce Surplus Net Revenues adequate to pay the 
principal of and interest on the Series 2009A Bond as and when due. 

If at the close of any fiscal year the net revenues Net Revenues actually received during 
such year have been less than required hereby, the Borrower will forthwith prepare a schedule of 
altered rates, charges and rentals which are just and equitable and sufficient to produce Net 
Revenues and Surplus Net Revenues in such amount, and will do all things necessary to the end 
that such schedule will be placed in operation at the earliest possible date. 

 The establishment of the above ratio of net revenues Net Revenues available for the 
Revenue Bond Account and the provision for adequate Surplus Net Revenues in the event the 
Borrower’s obligation to repay the principal of the Series 2009A Bond is not forgiven is are 
deemed necessary for the DNRC to make the Loan 2009 Loans to the Borrower upon terms most 
advantageous.  The excess of the Net Revenues over the annual principal and interest and reserve 
requirements of the Series 2005 Bond Reserve Requirement may be used as authorized in Article 
XI of this Resolution.  The Series 2005 Bond, the Series 2009B Bond and the Series 2009C 
Bond may be prepaid according to its their terms on any date, and in the estimation of the 
governing body of the Borrower any excess, prior to that date, of Net Revenues over principal 
and interest payments actually due and the balance required to be maintained in the Reserve 
Account, will be needed to pay or to provide reserves for payment of replacements, renewals and 
improvement costs, in order to provide adequate service for the present population and the 
increase thereof reasonably to be expected; and after that date, any excess not required for such 
purposes in the judgment of the governing body of the Borrower may be used to prepay the 
Series 2005 Bond or the Series 2009B Bond or the Series 2009C Bond and thereby reduce the 
interest cost thereon to the Borrower and to the persons served by the System.” 

WW. Amendment of Section 10.3 of Original Resolution.  Section 10.3 of the Original 
Resolution is hereby amended to read as follows in its entirety (underlining indicates additions; 
strike-through deletions): 

 “Section 10.3. Other Parity Bonds.  The Borrower reserves the right to issue additional 
Bonds payable from the Revenue Bond Account of the Fund, on a parity as to both principal and 
interest with the Series 2005 Bond, the Series 2009B Bond and the Series 2009C Bond, if the 
Net Revenues of the System for the last complete fiscal year preceding the date of issuance of 
such additional Bonds have equaled at least 125% of the maximum amount of principal and 
interest payable from said Revenue Bond Account in any subsequent fiscal year during the term 
of the outstanding Bonds (assuming, if no DNRC Statement has been delivered by the date of 
such determination, that a DNRC Forgiveness Statement has been delivered), on all Bonds then 
outstanding and on the additional Bonds proposed to be issued.  For the purpose of the foregoing 
computation, the net revenues for the fiscal year preceding the issuance of additional Bonds shall 
be those shown by the financial reports caused to be prepared by the Borrower pursuant to 
Section 2.2(f), except that if the rates and charges for services provided by the System have been 
changed since the beginning of such preceding fiscal year, then the rates and charges in effect at 
the time of issuance of the additional Bonds or finally authorized to go into effect within 60 days 
thereafter shall be applied to the quantities of service actually rendered and made available 
during such preceding fiscal year to ascertain the gross revenues, from which there shall be 
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deducted to determine the net revenues Net Revenues, the actual operation and maintenance cost 
plus any additional annual costs of operation and maintenance which the Consultant estimates 
will be incurred because of the improvement or extension of the System to be constructed from 
the proceeds of the additional Bonds proposed to be issued.  In no event shall any additional 
Bonds be issued and made payable from the Revenue Bond Account if the Borrower is then in 
default in any payment of principal of or interest on any outstanding Bonds payable therefrom or 
if there then exists any deficiency in the balances required by this Resolution to be maintained in 
any of the accounts of the Fund, which will not be cured or restored upon the issuance of the 
additional Bonds.  In connection with the issuance of a series of additional Bonds, the Borrower 
shall cause amounts in the Reserve in the Revenue Bond Account to be increased, from the 
proceeds of the additional Bonds or from surplus Net Revenues, to an amount equal to the 
Reserve Requirement during the term of the outstanding Bonds or so much thereof as will not 
cause the Borrower to violate the provisions of Section 11.5 hereof.” 
 

XX. Amendment of Section 10.4 of Original Resolution.  Section 10.4 of the Original 
Resolution is hereby amended to read as follows in its entirety (underlining indicates additions; 
strike-through deletions): 

 “Section 10.4  Subordinate Bonds.  Nothing in this Resolution shall preclude the 
Borrower from issuing additional Bonds bonds or notes which are expressly made a charge on 
only the Surplus Net Revenues of the System subordinate to the pledge of Net Revenues to the 
Revenue Bond Account (such additional bonds, the “Subordinate Obligations”), or designating 
Water Debt that is subordinate to the Bonds as Subordinate Obligations; provided, however, no 
obligations may be issued pursuant to this Section 10.4 if a deficiency exists in the Revenue 
Bond Account or the Reserve Account which is not to be restored by the issuance of the 
Subordinate Obligations.  Any Surplus Net Revenues segregated to pay such Subordinate 
Obligations in the Fund are subject to the prior appropriation thereof to the Revenue Bond 
Account or the Reserve Account if necessary to meet the requirements thereof.” 
 

YY. Effect of Amendments.  Except as amended by this Article XII, the provisions of 
the Original Resolution as now in effect remain unamended and the Original Resolution, as 
amended hereby, continues in full force and effect. 

 
ZZ.  

MISCELLANEOUS 
Notices.  All notices or other communications hereunder shall be sufficiently sent or 

given and shall be deemed sent or given when delivered or mailed by certified mail, postage 
prepaid, to the parties at the following addresses: 

DNRC: Department of Natural Resources and Conservation 
1625 Eleventh Avenue 
P. O. Box 201601 
Helena, Montana 59620-1601 
Attn: Conservation and Resource 
         Development Division 
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Trustee: U.S. Bank National Association 
c/o Corporate Trust Services 
1420 Fifth Avenue, 7th Floor 
Seattle, Washington 98101 

Borrower: City of Billings 
PO Box 1178 

 Billings, Montana  59103 
 Attn:  City Clerk 

Any of the above parties may, by notice in writing given to the others, designate any further or 
different addresses to which subsequent notices or other communications shall be sent. 

Binding Effect.  This Supplemental Resolution shall inure to the benefit of and shall 
be binding upon the DNRC, the Borrower and their respective successors and assigns. 

Severability.  If any provision of this Supplemental Resolution shall be determined 
to be unenforceable at any time, it shall not affect any other provision of the Resolution or 
the enforceability of that provision at any other time. 

Amendments.  This Supplemental Resolution may not be effectively amended 
without the written consent of the DNRC. 

Applicable Law.  This Supplemental Resolution shall be governed by and construed 
in accordance with the internal laws of the State. 

Captions; References to Sections.  The captions in this Supplemental Resolution are 
for convenience only and do not define or limit the scope or intent of any provisions or 
Sections of this Supplemental Resolution. 

No Liability of Individual Officers, Directors or Trustees.  No recourse under or 
upon any obligation, covenant or agreement contained in this Supplemental Resolution 
shall be had against any director, officer or employee, as such, past, present or future, of 
the DNRC, the DEQ or the Trustee, either directly or through the DNRC, the DEQ or the 
Trustee, or against any officer, or member of the governing body or employee of the 
Borrower, past, present or future, as an individual so long as such individual was acting in 
good faith.  Any and all personal liability of every nature, whether at common law or in 
equity, or by statute or by constitution or otherwise, of any such officer or member of the 
governing body or employee of the DNRC, the Trustee or the Borrower is hereby expressly 
waived and released by the Borrower and by the DNRC as a condition of and in 
consideration for the adoption of this Supplemental Resolution and the making of the 
Loan. 

Payments Due on Holidays.  If the date for making any payment or the last date for 
performance of any act or the exercise of any right, as provided in this Supplemental 
Resolution or the Series 2009 Bonds, shall not be Business Day, such payments may be 
made or act performed or right exercised on the next succeeding Business Day with the 
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same force and effect as if done on the nominal date provided in this Supplemental 
Resolution or the Series 2009 Bonds. 

Right of Others To Perform Borrower’s Covenants.  In the event the Borrower shall 
fail to make any payment or perform any act required to be performed hereunder, then 
and in each such case the DNRC or the provider of any Collateral Document may (but shall 
not be obligated to) remedy such default for the account of the Borrower and make 
advances for that purpose.  No such performance or advance shall operate to release the 
Borrower from any such default and any sums so advanced by the DNRC or the provider 
of any Collateral Document shall be paid immediately to the party making such advance 
and shall bear interest at the rate of ten percent (10.00%) per annum from the date of the 
advance until repaid.  The DNRC and the provider of any Collateral Document shall have 
the right to enter the 2009 Project or the facility or facilities of which the 2009 Project is a 
part or any other facility which is a part of the System in order to effectuate the purposes 
of this Section. 

Authentication of Transcript.  The officers of the Borrower are hereby authorized 
and directed to furnish to the DNRC and to Bond Counsel certified copies of all 
proceedings relating to the issuance of the Series 2009 Bonds and such other certificates 
and affidavits as may be required to show the right, power and authority of the Borrower 
to issue the Series 2009 Bonds, and all statements contained in and shown by such 
instruments, including any heretofore furnished, shall constitute representations of the 
Borrower as to the truth of the statements of fact purported to be shown thereby. 

Date. This Supplemental Resolution shall take effect immediately. 

Adopted by the City Council of the City of Billings, Montana, on this 27th day of July, 
2009. 

 ____________________________________ 
  Mayor 

 

Attest: ___________________________ 
            City Clerk 
 
 
(SEAL) 
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APPENDIX A 

Description of the 2009 Project 

[The 2009 Project generally consists of replacing existing water mains with new PVC 
water mains as well as replacing approximately 95 valves.] 

 
Estimated 2009 Project Budget 

2009  
Project Costs 

Series  
2009A Bond 

Series  
2009B Bond 

Series  
2009C Bond 

Borrower 
Funds 

 
Total 

Preliminary Engineering    $16,750.00 $16,750.00 
Engineering/Arch. Design    $328,875.00 $328,875.00 
Construction Engineering Services    $425,988.00 $425,988.00 
Construction $416,300.00 $333,700.00 $2,750,000.00 $679,445.00 $4,179,445.00 
Contingency    $451,243.00 $451,243.00 
Audit Fees    $5,000.00 $5,000.00 
Loan Reserves    $217,633.00 $217,633.00 
Bond Counsel    $10,000.00 $10,000.00 
TOTALS $416,300.00 $333,700.00 $2,750,000.00 $2,134,934.00 $5,634,934.00 

 

 

Green Infrastructure 

Of the amount shown above for construction of and improvements to be included in the 
2009 Project, the Borrower estimates that $750,000 of the proceeds of the Series 2009A Bond 
and of the Series 2009B Bond will be applied to the costs of Green Infrastructure.
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APPENDIX B-1 

[Form of the Series 2009A Bond] 

UNITED STATES OF AMERICA 
STATE OF MONTANA 

COUNTY OF YELLOWSTONE 

CITY OF BILLINGS 

SUBORDINATE LIEN WATER SYSTEM REVENUE BOND 
(DNRC DRINKING WATER STATE REVOLVING LOAN PROGRAM) 

TAXABLE SERIES 2009A 

R-1 $416,300 

FOR VALUE RECEIVED, THE CITY OF BILLINGS, MONTANA (the “Borrower”), a 
duly organized municipal corporation and political subdivision of the State of Montana, 
acknowledges itself to be specially indebted and hereby promises to pay to the Department of 
Natural Resources and Conservation of the State of Montana (the “DNRC”), or its registered 
assigns, solely out of available Surplus Net Revenues in the Replacement and Depreciation 
Account or the Surplus Account of its Water System Fund, the principal sum equal to the sum of 
the amounts entered on Schedule A attached hereto under “Total Amount Advanced,” with 
interest on each such amount from the date such amount is advanced hereunder at the rate of two 
percent (2.00%) per annum on the unpaid balance until paid.  In addition, the Borrower shall pay 
an Administrative Expense Surcharge and Loan Loss Reserve Surcharge on the outstanding 
principal amount of this Bond from the date of each advance of principal at the rate of seventy-
five hundredths of one percent (0.75%) and one percent (1.00%) per annum, respectively.  
Interest and Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
payable in semiannual installments payable on each January 1 and July 1 (each a “Loan 
Repayment Date”) commencing with the Loan Repayment Date that is the first to occur 
following delivery by the DNRC to the Borrower of a statement that the Borrower’s obligation to 
repay the principal amount of the 2009A Loan is not forgiven, all as described in the Resolution 
(as hereinafter defined).  Principal shall be payable on the dates set forth in Schedule B hereto.  
Each installment shall be in the amount set forth opposite its due date in Schedule B hereto under 
“Total Loan Payment.”  The portion of each such payment consisting of principal, the portion 
consisting of interest and the portion consisting of Administrative Expense Surcharge and the 
portion consisting of Loan Loss Reserve Surcharge shall be as set forth in Schedule B attached 
hereto.  Upon each disbursement of 2009A Loan amounts to the Borrower pursuant to the 
Resolution described below, the DNRC shall enter (or cause to be entered) the amount advanced 
on Schedule A under “Advances” and the total amount advanced under the Resolution (as 
hereinafter defined), including such disbursement, under “Total Amount Advanced.”  The 
DNRC shall prepare Schedule B and any revised Schedule B, or cause Schedule B and any 
revised Schedule B to be prepared, as provided in Section 5.1 of the supplemental resolution 
authorizing this Bond.  Schedule B shall be calculated and recalculated on a level debt service 
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basis assuming an interest rate of three and seventy-five hundredths percent (3.75%) per annum.  
Past-due payments of principal and interest and Administrative Expense Surcharge and Loan 
Loss Reserve Surcharge shall bear interest at the rate of ten percent (10.00%) per annum, until 
paid.  Interest and Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
calculated on the basis of a 360-day year comprising 12 months of 30 days each.  All payments 
under this Bond shall be made to the registered holder of this Bond, at its address as it appears on 
the Bond register, in lawful money of the United States of America. 

NOTWITHSTANDING THE FOREGOING PROVISIONS OF THIS BOND, IN THE 
EVENT THAT THE BORROWER TIMELY DELIVERS AN ARRA CERTIFICATE AND 
REQUEST (AS DEFINED IN THE RESOLUTION) IN FORM AND SUBSTANCE 
SATISFACTORY TO THE DNRC AND THE DNRC IN RESPONSE THERETO SUPPLIES 
TO THE BORROWER A STATEMENT THAT THE BORROWER’S OBLIGATION TO 
REPAY PRINCIPAL ADVANCED UNDER THIS BOND IS FORGIVEN, THEN 
THEREUPON INTEREST SHALL BE DEEMED TO ACCRUE ON THE PRINCIPAL OF 
THIS SERIES 2009A BOND FROM THE DATE OF EACH ADVANCE AT THE RATE OF 
ZERO PERCENT (0.00%) PER ANNUM AND THE BORROWER’S OBLIGATION TO 
REPAY PRINCIPAL ADVANCED HEREUNDER SHALL BE FORGIVEN, AND THE 
BORROWER SHALL HAVE NO OBLIGATION TO REPAY THE DNRC OR ITS 
REGISTERED ASSIGNS ANY AMOUNTS ADVANCED HEREUNDER OR INTEREST OR 
ANY SURCHARGE THEREON.  THIS BOND SHALL THEREUPON BE MARKED 
“CANCELLED” AND RETURNED BY THE HOLDER TO THE BORROWER, AND THIS 
BOND SHALL NO LONGER CONSTITUTE AN OBLIGATION OF THE BORROWER OR 
OF THE SYSTEM (AS HEREINAFTER DEFINED). 

This Bond is one of an issue of Water System Revenue Bonds of the Borrower authorized 
to be issued in one or more series from time to time and constitutes a series in the maximum 
authorized principal amount of $416,300 (the “Series 2009A Bond”).  The Series 2009A Bond is 
issued to finance a portion of the costs of the construction of certain improvements to the water 
system of the Borrower (the “System”) and to pay costs of issuance of the Series 2009A Bond.  
The Series 2009A Bond is issued pursuant to and in full conformity with the Constitution and 
laws of the State of Montana thereunto enabling, including Montana Code Annotated, Title 7, 
Chapter 7, Part 44 and 45, as amended, and ordinances and resolutions duly adopted by the 
governing body of the Borrower, including Resolution 05-18329 (the “Original Resolution”), 
adopted by the City Council on September 12, 2005, as amended and supplemented by 
Resolution No. _______, adopted July 27, 2009 (as so amended and supplemented, the 
“Resolution”).  The Series 2009A Bond is issuable only as a single, fully registered bond.  The 
Series 2009A Bond is issued as a Subordinate Lien Obligation payable out of available Surplus 
Net Revenues in the Replacement and Depreciation Account or the Surplus Account in the Fund 
of the Borrower.  The Borrower has issued its outstanding Water System Revenue Bond (DNRC 
Drinking Water State Revolving Loan Program), Series 2005 (the “Series 2005 Bond”), and is 
issuing simultaneously herewith its Water System Revenue Bond (DNRC Drinking Water State 
Revolving Loan Program), Series 2009B (the “Series 2009B Bond”) and its Water System 
Revenue Bond (DNRC Drinking Water State Revolving Loan Program), Series 2009C (the 
“Series 2009C Bond”).  The Series 2005 Bond, the Series 2009B Bond, and the Series 2009C 
Bond are parity lien bonds payable from the Revenue Bond Account in the Fund of the 
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Borrower.  Following the 2009B First Advance, principal amounts of this Series 2009A Bond are 
advanced until all of the principal of this Series 2009A Bond is advanced and then the remaining 
amounts of principal of the Series 2009B Bond or the principal amounts of the Series 2009C 
Bond are advanced.  Terms used with initial capital letters but not defined herein have the 
meanings given to them in the Resolution. 

Reference is made to the Resolution for a more complete statement of the terms and 
conditions upon which the Series 2009A Bond has been issued, the conditions upon which the 
Resolution may be amended, the rights, duties and obligations of the Borrower, and the rights of 
the owners of the Series 2009A Bond. 

The Borrower may prepay the principal of the Series 2009A Bond only if (i) it obtains the 
prior written consent of the DNRC thereto, and (ii) no Loan Repayment or Administrative 
Expense Surcharge or Loan Loss Reserve Surcharge is then delinquent.  Any prepayment 
permitted by the DNRC must be accompanied by payment of accrued interest and 
Administrative Expense Surcharge and Loan Loss Reserve Surcharge to the date of prepayment 
on the amount of principal prepaid.  If the Series 2009A Bond is prepaid in part, such 
prepayments shall be applied to principal payments in inverse order of maturity. 

This Series 2009A Bond, including interest and any premium for the redemption thereof, 
are payable solely from the Surplus Net Revenues available for the payment hereof and do not 
constitute a debt of the Borrower within the meaning of any constitutional or statutory limitation 
or provision. 

The Borrower may deem and treat the person in whose name this Series 2009A Bond is 
registered as the absolute owner hereof, whether this Series 2009A Bond is overdue or not, for 
the purpose of receiving payment and for all other purposes, and the Borrower shall not be 
affected by any notice to the contrary.  The Series 2009A Bond may be transferred as hereinafter 
provided. 

The Borrower understands that the principal amounts of the 2009A Loan and the 2009B 
Loan have been sized based on the understanding and expectation that the 2009 Project costs at 
least $3,500,000 and that the Borrower will request disbursement of the full amount of the 
2009A Loan and 2009B Loan.  Notwithstanding any provision to the contrary herein, the 
Borrower acknowledges and agrees that in the event there is any Undisbursed Committed 
Amount, then the DNRC reserves the right in its sole and complete discretion to reallocate loan 
amounts as between the 2009A Loan and 2009B Loan on the basis of the amounts of the 2009A 
Loan and the 2009B Loan that the Borrower would have been entitled to had the 2009 Loans 
initially equaled the Committed Amount less the Undisbursed Committed Amount.  The 
reallocation between the 2009A Loan and 2009B Loan will reflect the same percentage of the 
total amount of the 2009 Loans as initially used.  Upon making such reallocation, the DNRC 
shall deliver to the Borrower a replacement Series 2009A Bond and a replacement Series 2009B 
Bond reflecting adjusted principal amounts, which bonds shall supersede and render of no effect 
the original bonds and be payable on the same dates as described in the original bonds, but in an 
adjusted amount owing on each Payment Date because of  the reallocation of principal amounts.  
The Borrower shall execute and deliver the replacement Series 2009A Bond and the replacement 
Series 2009B Bond to the DNRC within thirty (30) days after delivery of such bonds to the 
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Borrower by the DNRC.  Contemporaneous with the delivery of the replacement Series 2009A 
Bond and the replacement Series 2009B Bond to the DNRC by the Borrower, the Borrower shall 
determine whether the Net Revenues of the System total at least 125% of the maximum principal 
of and interest payable on the Bonds outstanding in any fiscal year, and, if they do not, the 
Borrower shall increase its rates and charges to satisfy the rate covenant set forth in Section 6.7 
of the Resolution within three (3) months after the date of delivery of the replacement Series 
2009A Bond and the replacement Series 2009B Bond to the DNRC by the Borrower. 

IT IS HEREBY CERTIFIED, RECITED, COVENANTED AND AGREED that the 
Borrower will forthwith construct and complete the improvements to the System hereinabove 
described; that it will prescribe and collect reasonable rates and charges for all services and 
facilities afforded by the System, including all additions thereto and replacements and 
improvements thereof, and has created a special Water System Fund into which the gross 
revenues of the System will be paid, and a separate and special Replacement and Depreciation 
Account and Surplus Account in that Fund, into which will be paid, subject to the prior lien 
thereon of the Revenue Bond Account and the Reserve Account, Surplus Net Revenues; that the 
rates and charges for the System will from time to time be made and kept sufficient, to provide 
gross income and revenues adequate to pay promptly the reasonable and current expenses of 
operating and maintaining the System, to produce in each fiscal year Net Revenues in excess of 
such current expenses, equal to at least 125% of the maximum amount of principal and interest 
payable from the Revenue Bond Account in any subsequent fiscal year and to produce in each 
fiscal year adequate Surplus Net Revenues to pay the principal of and interest on the Series 
2009A Bond as and when due; that additional bonds issued on a parity with the Series 2005 
Bond, the Series 2009B Bond, and the Series 2009C Bond (such bonds, collectively with the 
Series 2005 Bond, the Series 2009B Bond, and the Series 2009C Bond, the “Bonds”) and 
refunding Bonds may be issued and made payable from the Revenue Bond Account on a parity 
with the Series 2005 Bond, the Series 2009B Bond, and the Series 2009C Bond, and other parity 
Bonds, upon certain conditions set forth in the Resolution, but no obligation will be otherwise 
incurred and made payable from the Net Revenues of the System, unless the lien thereof shall be 
expressly made subordinate to the lien of the Series 2005 Bond, the Series 2009B Bond, the 
Series 2009C Bond, and additional parity Bonds on such Net Revenues (such as is the case with 
this Series 2009A Bond); that all provisions for the security of the holder of this Series 2009A 
Bond set forth in the Resolution will be punctually and faithfully performed as therein stipulated; 
that all acts, conditions and things required by the Constitution and laws of the State of Montana 
and the ordinances and resolutions of the Borrower to be done, to exist, to happen and to be 
performed in order to make this Series 2009A Bond a valid and binding special obligation of the 
Borrower according to its terms have been done, do exist, have happened and have been 
performed in regular and due form, time and manner as so required; and that this Series 2009A 
Bond and the interest hereon are payable solely out of available Surplus Net Revenues in the 
Replacement and Depreciation Account or the Surplus Account of the Fund and do not constitute 
a debt of the Borrower within the meaning of any constitutional or statutory limitation or 
provision and the issuance of the Series 2009A Bond does not cause either the general or the 
special indebtedness of the Borrower to exceed any constitutional or statutory limitation. 
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IN WITNESS WHEREOF, the City of Billings, Montana, by its governing body, has 
caused this Bond to be executed by the signatures of its Mayor and City Clerk, and has caused 
the official seal of the Borrower to be affixed hereto, and has caused this Bond to be dated as of 
the _____ day of _____________________, 2009. 

 

 ____________________________________ 
  Mayor 

(SEAL) 

 

________________________________ 
City Clerk 
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REGISTRATION AND TRANSFER 

This Bond shall be fully registered as to both principal and interest.  No transfer of this Bond 
shall be valid unless and until (1) the registered holder of the Bond, or his duly authorized 
attorney or legal representative, executes the form of assignment appearing on this Bond, and (2) 
the City Clerk as bond registrar (the “Registrar”), has duly noted the transfer on the Bond and 
recorded the transfer on the Registrar’s registration books.  The Borrower shall be entitled to 
deem and treat the person in whose name this Bond is registered as absolute owner thereof for all 
purposes, notwithstanding any notice to the contrary.  Payments on account of the Bond shall be 
made only to the order of the registered holder thereof, and all such payments shall be valid and 
effectual to satisfy and discharge the Borrower’s liability upon the Bond to the extent of the sum 
or sums so paid. 

REGISTER 

The ownership of the unpaid Principal Balance of this Bond and the interest accruing 
thereon is registered on the books of the City of Billings, Montana in the name of the registered 
holder appearing on the first page hereof or as last noted below: 

Date of           Name and Address         Signature of 
        Registration           of Registered Holder             City Clerk 

                       , 2009     Department of Natural                                                   
Resources and Conservation 
1625 Eleventh Avenue    

           Helena, MT  59620          

THE FOLLOWING ENTRIES ARE TO BE MADE ONLY BY THE BOND 
REGISTRAR UPON REGISTRATION OF EACH TRANSFER 

The City Clerk of the City of Billings, Montana, acting as Bond Registrar, has 
transferred, on the books of the Borrower, on the date last noted below, ownership of the 
principal amount of and the accrued interest on this Bond to the new registered holder noted next 
to such date, except for amounts of principal and interest theretofore paid. 

Date of 
Transfer 

 
Name of New Registered Holder Signature of Bond Registrar 
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FORM OF ASSIGNMENT 

For value received, the undersigned hereby sells, assigns and transfers unto ___________ 

_________________________________________________ the within Bond and does hereby 

irrevocably constitute and appoint __________________________________________________ 

attorney to transfer the Bond on the books kept for the registration thereof, with full power of 

substitution in the premises. 

Dated:  _____________ ____________________________________ 

 
Notice: The assignor’s signature to this assignment must correspond with the name as it appears 
upon the face of the within Bond in every particular, without alteration or any change whatsoever. 
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SCHEDULE A 
SCHEDULE OF AMOUNTS ADVANCED 

Date  Advances  
Total Amount 

Advanced  Notation Made By 
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SCHEDULE B 
  

 Loan Loss 
  Administrative             Reserve  Total Loan 

Date Principal Interest Expense Surcharge   Surcharge    Payment 
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APPENDIX B-2 

[Form of the Series 2009B Bond] 

UNITED STATES OF AMERICA 
STATE OF MONTANA 

COUNTY OF YELLOWSTONE 

CITY OF BILLINGS 

WATER SYSTEM REVENUE BOND 
(DNRC DRINKING WATER STATE REVOLVING LOAN PROGRAM) 

SERIES 2009B 

R-1 $333,700 

FOR VALUE RECEIVED, THE CITY OF BILLINGS, MONTANA (the 
“Borrower”), a duly organized municipal corporation and political subdivision of the State of 
Montana, acknowledges itself to be specially indebted and, for value received, hereby promises 
to pay to the Department of Natural Resources and Conservation of the State of Montana (the 
“DNRC”), or its registered assigns, solely from the Revenue Bond Account of its Water System 
Fund, the principal sum equal to the sum of the amounts entered on Schedule A attached hereto 
under “Total Amount Advanced,” with interest on each such amount from the date such amount 
is advanced hereunder at the rate of two percent (2.00%) per annum on the unpaid balance until 
paid.  In addition, the Borrower shall pay an Administrative Expense Surcharge and Loan Loss 
Reserve Surcharge on the outstanding principal amount of this Bond from the date of each 
advance of principal at the rate of seventy-five hundredths of one percent (0.75%) and one 
percent (1.00%) per annum, respectively.  Interest and Administrative Surcharge and Loan Loss 
Reserve Surcharge shall be payable in semiannual installments payable on each January 1 and 
July 1 (each a “Loan Repayment Date”) commencing  with the Loan Repayment Date that is the 
first to occur following delivery by the DNRC of a DNRC Noncompliance Statement (as defined 
in the Resolution described below) and taking into account payments, if any, made on each Loan 
Repayment Date prior to the deliver of such statement, all as described in the Resolution.  
Principal shall be payable on the dates set forth in Schedule B hereto.  Each installment shall be 
in the amount set forth opposite its due date in Schedule B attached hereto under “Total Loan 
Payment.”  The portion of each such payment consisting of principal, the portion consisting of 
interest, the portion consisting of Administrative Expense Surcharge and the portion consisting 
of Loan Loss Reserve Surcharge shall be as set forth in Schedule B hereto.  Upon each 
disbursement of 2009B Loan amounts to the Borrower pursuant to the Resolution, the DNRC 
shall enter (or cause to be entered) the amount advanced on Schedule A under “Advances” and 
the total amount advanced under the Resolution (as hereinafter defined), including such 
disbursement, under “Total Amount Advanced.”  The DNRC shall prepare Schedule B and any 
revised Schedule B, or cause Schedule B and any revised Schedule B to be prepared, as provided 
in Section 5.1 of the Resolution.  Schedule B shall be calculated and recalculated on a level debt 
service basis assuming an interest rate of three and seventy-five hundredths percent (3.75%) per 
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annum.  Past-due payments of principal, interest, Administrative Expense Surcharge and Loan 
Loss Reserve Surcharge shall bear interest at the rate of ten percent (10.00%) per annum, until 
paid.  Interest, Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
calculated on the basis of a 360-day year comprising 12 months of 30 days each.  All payments 
under this Bond shall be made to the registered holder of this Bond, at its address as it appears on 
the Bond register, in lawful money of the United States of America. 

NOTWITHSTANDING ANY PROVISION TO THE CONTRARY HEREIN, IN 
THE EVENT THE BORROWER TIMELY DELIVERS AN ARRA CERTIFICATE AND 
REQUEST (AS DEFINED IN THE RESOLUTION) IN FORM AND SUBSTANCE 
SATISFACTORY TO THE DNRC AND THE DNRC IN RESPONSE THERETO SUPPLIES  
TO THE BORROWER A DNRC FORGIVENESS STATEMENT AS SET FORTH IN THE 
RESOLUTION, THEN AMOUNTS ADVANCED HEREUNDER FROM AND AFTER THE 
2009B FIRST ADVANCE (AS DEFINED IN THE RESOLUTION) SHALL BEAR INTEREST 
AT A RATE OF ONE AND SEVENTY-FIVE HUNDREDTHS PERCENT (1.75%), AND THE 
BORROWER SHALL HAVE NO OBLIGATION TO PAY ANY ADMINISTRATIVE 
EXPENSE SURCHARGE OR ANY LOAN LOSS RESERVE SURCHARGE.  If the DNRC 
delivers a DNRC Forgiveness Statement, the Trustee shall revise Schedule B to the Series 2009B 
Bond reflecting a debt service schedule with payments at 1.75% per annum in accordance with 
the Resolution, and the Trustee shall send a copy of such revised Schedule B to the Borrower 
within one month after the delivery of such statement. 

In the event any Loan Repayment Date occurs prior to the delivery by the DNRC 
of a DNRC Statement (as defined in the Resolution), the amount of interest, Administrative 
Expense Surcharge and Loan Loss Reserve Surcharge payable on each such Loan Repayment 
Date will be calculated as if the DNRC has previously delivered to the Borrower DNRC 
Forgiveness Statement. 

This Bond is one of an issue of Water System Revenue Bonds of the Borrower authorized 
to be issued in one or more series from time to time, and constitutes a series in the maximum 
authorized principal amount of $333,700 (the “Series 2009B Bond”), issued to finance a portion 
of the costs of construction of certain improvements to the water system of the Borrower (the 
“System”) and to pay costs of issuance of the Series 2009B Bond.  The Series 2009B Bond is 
issued pursuant to and in full conformity with the Constitution and laws of the State of Montana 
thereunto enabling, including Montana Code Annotated, Title 7, Chapter 7, Part 44 and 45, as 
amended, and ordinances and resolutions duly adopted by the governing body of the Borrower, 
including Resolution 05-18329 (the “Original Resolution”), adopted by the City Council on 
September 12, 2005, as amended and supplemented by Resolution No. _____, adopted July 27, 
2009 (as so amended and supplemented, the “Resolution”).  The Series 2009B Bond is issuable 
only as a single, fully registered bond.  The Series 2009B Bond is issued on a parity and is 
equally and ratably secured by the Net Revenues of the System with the Borrower’s outstanding 
Water System Revenue Bond (DNRC Drinking Water State Revolving Loan Program), Series 
2005 (the “Series 2005 Bond”) and its Water System Revenue Bond (DNRC Drinking Water 
State Revolving Loan Program), Series 2009C (the “Series 2009C Bond”), which is being issued 
simultaneously herewith. The Borrower is also issuing simultaneously herewith its Subordinate 
Lien Water System Revenue Bond (DNRC Drinking Water State Revolving Loan Program), 
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Taxable Series 2009A (the “Series 2009A Bond”).  The 2009B First Advance has been advanced 
at Closing.  Following the 2009B First Advance, the remaining principal amounts of this Series 
2009B Bond are advanced immediately after the full advance of the principal amount of the 
Series 2009A Bond.  Terms used with initial capital letters but not defined herein have the 
meanings given to them in the Resolution. 

Reference is made to the Resolution for a more complete statement of the terms and 
conditions upon which the Series 2009B Bond has been issued, the Net Revenues of the System 
pledged and appropriated for the payment and security thereof, the conditions upon which 
additional bonds may be issued under the Resolution and made payable from such Net Revenues 
on a parity with the Series 2005 Bond, the Series 2009B Bond, and the Series 2009C Bond 
(collectively, the “Bonds”) or otherwise, the conditions upon which the Resolution may be 
amended, the rights, duties and obligations of the Borrower, and the rights of the owners of the 
Series 2009B Bond. 

The Borrower may prepay the principal of the Series 2009B Bond only if (i) it obtains the 
prior written consent of the DNRC thereto, and (ii) no Loan Repayment is then delinquent.  Any 
prepayment permitted by the DNRC must be accompanied by payment of accrued interest and 
Administrative Expense Surcharge and Loan Loss Reserve Surcharge, if any, to the date of 
prepayment on the amount of principal prepaid.  If the Series 2009B Bond is prepaid in part, 
such prepayments shall be applied to principal payments in inverse order of maturity. 

The Bonds, including interest and any premium for the redemption thereof, are payable 
solely from the Net Revenues pledged for the payment thereof and do not constitute a debt of the 
Borrower within the meaning of any constitutional, statutory or charter limitation or provision. 

The Borrower may deem and treat the person in whose name this Series 2009B Bond is 
registered as the absolute owner hereof, whether this Series 2009B Bond is overdue or not, for 
the purpose of receiving payment and for all other purposes, and the Borrower shall not be 
affected by any notice to the contrary.  The Series 2009B Bond may be transferred as hereinafter 
provided. 

This Series 2009B Bond has been designated by the Borrower as a “qualified tax-exempt 
obligation” pursuant to Section 265 of the Internal Revenue Code of 1986, as amended. 

The Borrower understands that the principal amounts of the 2009A Loan and the 2009B 
Loan have been sized based on the understanding and expectation that the 2009 Project costs at 
least $3,500,000 and that the Borrower will request disbursement of the full amount of the 
2009A Loan and 2009B Loan.  Notwithstanding any provision to the contrary herein, the 
Borrower acknowledges and agrees that in the event there is any Undisbursed Committed 
Amount, then the DNRC reserves the right in its sole and complete discretion to reallocate loan 
amounts as between the 2009A Loan and 2009B Loan on the basis of the amounts of the 2009A 
Loan and the 2009B Loan that the Borrower would have been entitled to had the 2009 Loans 
initially equaled the Committed Amount less the Undisbursed Committed Amount.  The 
reallocation between the 2009A Loan and 2009B Loan will reflect the same percentage of the 
total amount of the 2009 Loans as initially used.  Upon making such reallocation, the DNRC 
shall deliver to the Borrower a replacement Series 2009A Bond and a replacement Series 2009B 
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Bond reflecting adjusted principal amounts, which bonds shall supersede and render of no effect 
the original bonds and be payable on the same dates as described in the original bonds, but in an 
adjusted amount owing on each Payment Date because of the reallocation of principal amounts.  
The Borrower shall execute and deliver the replacement Series 2009A Bond and the replacement 
Series 2009B Bond to the DNRC within thirty (30) days after delivery of such bonds to the 
Borrower by the DNRC.  Contemporaneous with the delivery of the replacement Series 2009A 
Bond and the replacement Series 2009B Bond to the DNRC by the Borrower, the Borrower shall 
determine whether the Net Revenues of the System total at least 125% of the maximum principal 
of and interest payable on the Bonds outstanding in any fiscal year, and, if they do not, the 
Borrower shall increase its rates and charges to satisfy the rate covenant set forth in Section 6.7 
of the Resolution within three (3) months after the date of delivery of the replacement Series 
2009A Bond and the replacement Series 2009B Bond to the DNRC by the Borrower. 

IT IS HEREBY CERTIFIED, RECITED, COVENANTED AND AGREED that the 
Borrower has duly authorized and will forthwith undertake the improvements to the System 
hereinabove described, has fixed and established and will collect reasonable rates and charges for 
the services and facilities afforded by the System, and has created a special Water System Fund 
into which the revenues of the System as defined in the Original Resolution (the “Revenues”), 
including all additions thereto and replacements and improvements thereof, will be paid, and a 
separate and special Revenue Bond Account in that fund, into which will be paid each month, 
Net Revenues of the System then on hand (the Revenues remaining after the payment of 
Operating Expenses (as defined in the Original Resolution) of the System), an amount equal to 
not less than the sum of one-sixth of the interest due within the next six months and one-twelfth 
of the principal due within the next twelve months with respect to all outstanding Bonds payable 
from that account, and a Reserve Account in that fund into which shall be paid additional Net 
Revenues sufficient to establish and maintain a reserve therein equal to, as of the date of 
calculation, the Reserve Requirement (as defined in the Resolution); that the Revenue Bond 
Account and the Reserve Account will be used only to pay the principal of, premium, if any, and 
interest on the Bonds issued pursuant to the authority herein recited; that the rates and charges 
for the System will from time to time be made and kept sufficient to provide Net Revenues for 
each fiscal year at least equal to 125% of the maximum principal and interest payable from the 
Revenue Bond Account in any subsequent fiscal year (calculated assuming the DNRC has 
delivered a DNRC Forgiveness Statement), to maintain the balance in the Reserve Account at the 
Reserve Requirement, to pay promptly the reasonable and current expenses of operating and 
maintaining the System, and to provide reserves for the repair and replacement of the System; 
that additional Bonds and refunding Bonds may be issued and made payable from the Revenue 
Bond Account on a parity with the Series 2005 Bond, the Series 2009B Bond, and the Series 
2009C Bond upon certain conditions set forth in the Resolution, but no obligation will be 
otherwise incurred and made payable from the Net Revenues unless the lien thereof shall be 
expressly made subordinate to the lien of the Series 2005 Bond, the Series 2009B Bond, and the 
Series 2009C Bond, and other parity Bonds on such Net Revenues and such obligations are 
payable only from Surplus Net Revenues (as is the case with the Series 2009A Bond); that all 
provisions for the security of this Series 2009B Bond set forth in the Resolution will be 
punctually and faithfully performed as therein stipulated; that all acts, conditions and things 
required by the Constitution and laws of the State of Montana and the ordinances and resolutions 
of the Borrower to be done, to exist, to happen and to be performed in order to make this Series 
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2009B Bond a valid and binding special obligation of the Borrower according to its terms have 
been done, do exist, have happened and have been performed as so required; and that this Series 
2009B Bond and the premium, if any, and interest hereon are payable solely from the Net 
Revenues of the System pledged and appropriated to the Revenue Bond Account and do not 
constitute a debt of the Borrower within the meaning of any constitutional, statutory or charter 
limitation or provision and the issuance of the Series 2009B Bond does not cause either the 
general or the special indebtedness of the Borrower to exceed any constitutional, statutory or 
charter limitation. 

IN WITNESS WHEREOF, the City of Billings, Montana, by its governing body, has 
caused this Bond to be executed by the signatures of its Mayor and City Clerk, and has caused 
the official seal of the Borrower to be affixed hereto, and has caused this Bond to be dated as of 
the _____ day of _____________________, 2009. 

 

 ____________________________________ 
  Mayor 

(SEAL) 

 

________________________________ 
City Clerk 
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REGISTRATION AND TRANSFER 

This Bond shall be fully registered as to both principal and interest.  No transfer of this Bond 
shall be valid unless and until (1) the registered holder of the Bond, or his duly authorized 
attorney or legal representative, executes the form of assignment appearing on this Bond, and (2) 
the City Clerk as bond registrar (the “Registrar”), has duly noted the transfer on the Bond and 
recorded the transfer on the Registrar’s registration books.  The Borrower shall be entitled to 
deem and treat the person in whose name this Bond is registered as absolute owner thereof for all 
purposes, notwithstanding any notice to the contrary.  Payments on account of the Bond shall be 
made only to the order of the registered holder thereof, and all such payments shall be valid and 
effectual to satisfy and discharge the Borrower’s liability upon the Bond to the extent of the sum 
or sums so paid. 

Date of           Name and Address         Signature of 
        Registration           of Registered Holder         City Clerk 

                       , 2009     Department of Natural                                                   
Resources and Conservation 
1625 Eleventh Avenue    

           Helena, MT  59620          

THE FOLLOWING ENTRIES ARE TO BE MADE ONLY BY THE BOND 
REGISTRAR UPON REGISTRATION OF EACH TRANSFER 

The City Clerk of the City of Billings, Montana, acting as Bond Registrar, has 
transferred, on the books of the Borrower, on the date last noted below, ownership of the 
principal amount of and the accrued interest on this Bond to the new registered holder noted next 
to such date, except for amounts of principal and interest theretofore paid. 

Date of 
Transfer 

 
Name of New Registered Holder Signature of Bond Registrar 
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FORM OF ASSIGNMENT 

For value received, the undersigned hereby sells, assigns and transfers unto ___________ 

_________________________________________________ the within Bond and does hereby 

irrevocably constitute and appoint __________________________________________________ 

attorney to transfer the Bond on the books kept for the registration thereof, with full power of 

substitution in the premises. 

Dated:  _____________ ____________________________________ 

 
Notice: The assignor’s signature to this assignment must correspond with the name as it appears 
upon the face of the within Bond in every particular, without alteration or any change whatsoever. 
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SCHEDULE A 
SCHEDULE OF AMOUNTS ADVANCED 

Date  Advances  
Total Amount 

Advanced  Notation Made By 
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SCHEDULE B 
 Loan Loss 

  Administrative             Reserve  Total Loan 
Date Principal Interest Expense Surcharge   Surcharge    Payment 
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APPENDIX B-3 

[Form of the Series 2009C Bond] 

UNITED STATES OF AMERICA 
STATE OF MONTANA 

COUNTY OF YELLOWSTONE 

CITY OF BILLINGS 

WATER SYSTEM REVENUE BOND 
(DNRC DRINKING WATER STATE REVOLVING LOAN PROGRAM) 

SERIES 2009C 

R-1 $2,750,000 

FOR VALUE RECEIVED, the City of Billings, Montana (the “Borrower”), a 
duly organized municipal corporation and political subdivision of the State of Montana, 
acknowledges itself to be specially indebted and, for value received, hereby promises to pay to 
the Department of Natural Resources and Conservation of the State of Montana (the “DNRC”), 
or its registered assigns, solely from the Revenue Bond Account of its Water System Fund, the 
principal sum equal to the sum of the amounts entered on Schedule A attached hereto under 
“Total Amount Advanced,” with interest on each such amount from the date such amount is 
advanced hereunder at the rate of two percent (2.00%) per annum on the unpaid balance until 
paid.  As described more particularly in the Resolution (defined below), the 2009C First 
Advance will be made, if at all, following the advance of the full principal amount of the Series 
2009A Bond and the Series 2009B Bond (as such terms are defined below or in the Resolution), 
and upon the making of the 2009C First Advance, the DNRC shall enter the applicable amount 
on Schedule A hereto and attach the applicable Schedule B hereto.  In addition, the Borrower 
shall pay an Administrative Expense Surcharge and a Loan Loss Reserve Surcharge on the 
outstanding principal amount of this Bond at the rates of seventy-five hundredths of one percent 
(0.75%) and one percent (1.00%), respectively, per annum.  Interest and Administrative Expense 
Surcharge and Loan Loss Reserve Surcharge shall be payable in semiannual installments payable 
on each January 1 and July 1 (each a “Loan Repayment Date”) commencing on the date first set 
forth in the column headed “Date” or “Payment Date” on Schedule B attached hereto.  Principal 
shall be payable on the dates set forth in Schedule B hereto.  Each installment shall be in the 
amount set forth opposite its due date in Schedule B attached hereto under “Total Loan 
Payment.”  The portion of each such payment consisting of principal, the portion consisting of 
interest, the portion consisting of Administrative Expense Surcharge, and the portion consisting 
of Loan Loss Reserve Surcharge shall be as set forth in Schedule B hereto.  Upon each 
disbursement of Loan amounts to the Borrower pursuant to the Resolution described below, the 
DNRC shall enter (or cause to be entered) the amount advanced on Schedule A under 
“Advances” and the total amount advanced under the Resolution (as hereinafter defined), 
including such disbursement, under “Total Amount Advanced.”  The DNRC shall prepare 
Schedule B and any revised Schedule B, or cause Schedule B and any revised Schedule B to be 
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prepared, as provided in Section 5.1 of the Resolution.  Schedule B shall be calculated and 
recalculated on a level debt service basis assuming an interest rate of 3.75% per annum.  Past-
due payments of principal and interest and Administrative Expense Surcharge and Loan Loss 
Reserve Surcharge shall bear interest at the rate of ten percent (10.00%) per annum, until paid.  
Interest and Administrative Expense Surcharge and Loan Loss Reserve Surcharge shall be 
calculated on the basis of a 360-day year comprising 12 months of 30 days each.  All payments 
under this Bond shall be made to the registered holder of this Bond, at its address as it appears on 
the Bond register, in lawful money of the United States of America. 

This Bond is one of an issue of Sewer System Revenue Bonds of the Borrower 
authorized to be issued in one or more series from time to time, and constitutes a series in the 
maximum authorized principal amount of $2,750,000 (the “Series 2009C Bond”).  The Series 
2009C Bond is issued to finance a portion of the costs of the construction of certain 
improvements to the sewer system of the Borrower (the “System”), to fund deposits to the 
Reserve Account, and to pay costs of issuance of the Series 2009C Bond.  The Series 2009C 
Bond is issued pursuant to and in full conformity with the Constitution and laws of the State of 
Montana thereunto enabling, including Montana Code Annotated, Title 7, Chapter 7, Part 44, as 
amended, and ordinances and resolutions duly adopted by the governing body of the Borrower, 
including Resolution 05-18329 (the “Original Resolution”), adopted by the City Council on 
September 12, 2005, as amended and supplemented by Resolution No. _______, adopted July 
27, 2009 (as so amended and supplemented, the “Resolution”)..  The Series 2009C Bond is 
issuable only as a single, fully registered bond.  The Series 2009C Bond is issued on a parity 
with the Borrower’s outstanding Water System Revenue Bond (DNRC Drinking Water State 
Revolving Loan Program), Series 2005 (the “Series 2005 Bond”) and Water System Revenue 
Bond (DNRC Drinking Water State Revolving Loan Program), Series 2009B (the “Series 2009B 
Bond”), which is being issued simultaneously herewith.  The Borrower is also issuing 
simultaneously herewith its Subordinate Lien Water System Revenue Bond (DNRC Drinking 
Water State Revolving Loan Program), Taxable Series 2009A (the “Series 2009A Bond”).  
Principal amounts of this Series 2009C Bond are advanced only after the full principal amount of 
the Series 2009A Bond and the Series 2009B Bond have been advanced.  Terms used with initial 
capital letters but not defined herein have the meanings given them in the Resolution. 

Reference is made to the Resolution for a more complete statement of the terms 
and conditions upon which the Series 2009C Bond has been issued, the Net Revenues of the 
System pledged and appropriated for the payment and security thereof, the conditions upon 
which additional bonds may be issued under the Resolution and made payable from such Net 
Revenues on a parity with the Series 2005 Bond, the Series 2009B Bond, and Series 2009C Bond 
(collectively, the “Bonds”) or otherwise, the conditions upon which the Resolution may be 
amended, the rights, duties and obligations of the Borrower, and the rights of the owners of the 
Series 2009C Bond. 

The Borrower may prepay the principal of the Series 2009C Bond only if (i) it 
obtains the prior written consent of the DNRC thereto, and (ii) no Loan Repayment or 
Administrative Expense Surcharge or Loan Loss Reserve Surcharge is then delinquent.  Any 
prepayment permitted by the DNRC must be accompanied by payment of accrued interest, and 
Administrative Expense Surcharge and Loan Loss Reserve Surcharge to the date of prepayment 
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on the amount of principal prepaid.  If the Series 2009C Bond is prepaid in part, such 
prepayments shall be applied to principal payments in inverse order of maturity. 

The Series 2009C Bond, including interest and any premium for the redemption 
thereof, are payable solely from the Net Revenues pledged for the payment thereof and do not 
constitute a debt of the Borrower within the meaning of any constitutional or statutory limitation 
or provision. 

The Borrower may deem and treat the person in whose name this Series 2009C 
Bond is registered as the absolute owner hereof, whether this Series 2009C Bond is overdue or 
not, for the purpose of receiving payment and for all other purposes, and the Borrower shall not 
be affected by any notice to the contrary.  The Series 2009C Bond may be transferred as 
hereinafter provided. 

IT IS HEREBY CERTIFIED, RECITED, COVENANTED AND AGREED that 
the Borrower will forthwith construct and complete the improvements to the System hereinabove 
described; that it will prescribe and collect reasonable rates and charges for all services and 
facilities afforded by the System, including all additions thereto and replacements and 
improvements thereof, and has created a special Sewer System Fund into which the gross 
revenues of the System will be paid, and a separate and special Revenue Bond Account in that 
Fund, into which will be paid each month, from and as a first and prior lien on the Net Revenues 
of the System then on hand, an amount equal to not less than the sum of one-sixth of the interest 
to become due within the next six months and one-twelfth of the principal to become due within 
the next twelve months with respect to all Bonds payable from that Account; that the Borrower 
has created a Reserve Account in such fund into which shall be paid additional Net Revenues, 
after required credits to the Revenue Bond Account sufficient to maintain a reserve therein equal 
to the maximum amount of principal and interest payable in any subsequent fiscal year on all 
such Bonds; that the Revenue Bond Account will be used only to pay the principal of, premium, 
if any, and interest on the Bonds and any other additional Bonds issued pursuant to the 
Resolution on a parity therewith; that the rates and charges for the System will from time to time 
be made and kept sufficient, to provide gross income and revenues adequate to pay promptly the 
reasonable and current expenses of operating and maintaining the System and to produce in each 
fiscal year Net Revenues in excess of such current expenses, equal to 125% of the maximum 
amount of principal and interest payable from the Revenue Bond Account in any subsequent 
fiscal year; that additional Bonds and refunding Bonds may be issued and made payable from the 
Revenue Bond Account on a parity with the Series 2005 Bond, the Series 2009B Bond, Series 
2009C Bond, and other parity Bonds, upon certain conditions set forth in the Resolution, but no 
obligation will be otherwise incurred and made payable from the Net Revenues of the System, 
unless the lien thereof shall be expressly made subordinate to the lien of the Series 2005 Bond, 
the Series 2009B Bond, Series 2009C Bond, and additional parity Bonds on such Net Revenues; 
that all provisions for the security of the holder of this Series 2009C Bond set forth in the 
Resolution will be punctually and faithfully performed as therein stipulated; that all acts, 
conditions and things required by the Constitution and laws of the State of Montana and the 
ordinances and resolutions of the Borrower to be done, to exist, to happen and to be performed in 
order to make this Series 2009C Bond a valid and binding special obligation of the Borrower 
according to its terms have been done, do exist, have happened and have been performed in 
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regular and due form, time and manner as so required; and that this Series 2009C Bond and the 
interest hereon are payable solely from the Net Revenues of the System pledged and 
appropriated to the Revenue Bond Account and do not constitute a debt of the Borrower within 
the meaning of any constitutional or statutory limitation or provision and the issuance of the 
Series 2009C Bond does not cause either the general or the special indebtedness of the Borrower 
to exceed any constitutional or statutory limitation. 

IN WITNESS WHEREOF, the City of Billings, Montana, by its governing body, 
has caused this Bond to be executed by the signatures of the Mayor and the City Clerk, and has 
caused the official seal of the Borrower to be affixed hereto, and has caused this Bond to be 
dated as of the           day of                           , 2009. 

 

           
        Mayor 

(SEAL) 
             
         City Clerk 
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REGISTRATION AND TRANSFER 

This Bond shall be fully registered as to both principal and interest.  No transfer of this 
Bond shall be valid unless and until (1) the registered holder of the Bond, or his duly authorized 
attorney or legal representative, executes the form of assignment appearing on this Bond, and (2) 
the City Clerk as bond registrar (the “Registrar”), has duly noted the transfer on the Bond and 
recorded the transfer on the Registrar’s registration books.  The Borrower shall be entitled to 
deem and treat the person in whose name this Bond is registered as absolute owner thereof for all 
purposes, notwithstanding any notice to the contrary.  Payments on account of the Bond shall be 
made only to the order of the registered holder thereof, and all such payments shall be valid and 
effectual to satisfy and discharge the Borrower’s liability upon the Bond to the extent of the sum 
or sums so paid. 

REGISTER 

The ownership of the unpaid Principal Balance of this Bond and the interest accruing 
thereon is registered on the books of the City of Billings, Montana in the name of the registered 
holder appearing on the first page hereof or as last noted below: 

                                       
Date of           Name and Address                  Signature of 

        Registration           of Registered Holder                    City Clerk  

        , 2009   Department of Natural                                                   
Resources and Conservation 
1625 Eleventh Avenue    
Helena, MT  59620          

THE FOLLOWING ENTRIES ARE TO BE MADE ONLY BY THE BOND 
REGISTRAR UPON REGISTRATION OF EACH TRANSFER 

The City Clerk of the City of Billings, Montana, acting as Bond Registrar, has 
transferred, on the books of the Borrower, on the date last noted below, ownership of the 
principal amount of and the accrued interest on this Bond to the new registered holder noted next 
to such date, except for amounts of principal and interest theretofore paid. 

Name of New    Signature of 
Date of Transfer Registered Holder Bond Registrar 
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FORM OF ASSIGNMENT 
 

For value received, this Bond is hereby transferred and assigned by the undersigned 
holder, without recourse, to                                                                                                            
on this            day of                                          ,            . 

By:                                                             
(Authorized Signature) 

For:                                                            
(Holder) 
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SCHEDULE A 

SCHEDULE OF AMOUNTS ADVANCED 

Total Amount     Notation 
   Date  Advances                         Advanced      Made By 

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            

                                                                            



 

 B-3-8 

SCHEDULE B 

  
 Loan Loss 

  Administrative             Reserve  Total Loan 
Date Principal Interest Expense Surcharge   Surcharge    Payment 
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APPENDIX C 

ADDITIONAL REPRESENTATIONS AND COVENANTS 

None
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APPENDIX D 

$3,500,000  
Water System Revenue Bonds 

(DNRC Drinking Water State Revolving Loan Program) 
Consisting Of  

$416,300 Subordinate Lien Taxable Series 2009A Bond, 
$333,700 Series 2009B Bond 

And 
$2,750,000 Series 2009C Bond 

 
ARRA CERTIFICATE AND REQUEST 

We, ___________________ and ____________, hereby certify that we are on the date 
hereof the duly qualified and acting Mayor and City Clerk, respectively, of the City of Billings, 
Montana (the “Borrower”), and that: 

1. Pursuant to Resolution 05-18329, duly adopted by the City Council of the 
Borrower on September 12, 2005, entitled “Resolution Relating to $17,300,000 Water System 
Revenue Bond (DNRC Drinking Water Revolving Loan Program), Series 2005; Authorizing the 
Issuance and Fixing the Terms and Conditions Thereof,” as amended and supplemented by 
Resolution No. ____, duly adopted by the City Council of the Borrower on July 27, 2009, 
entitled “Resolution Relating to $3,500,000 Water System Revenue Bonds (DNRC Drinking 
Water State Revolving Loan Program), Consisting of $416,300 Series 2009A Bond, $333,700 
Series 2009B Bond, and $2,750,000 Series 2009C Bond; Authorizing the Issuance and Fixing 
the Terms and Conditions Thereof” (as so amended and supplemented, the “Resolution”), the 
Borrower issued its Subordinate Lien Water System Revenue Bond (DNRC Drinking Water 
State Revolving Loan Program), Taxable Series 2009A, dated, as originally issued, as of 
__________, 2009, in the maximum aggregate principal amount of $416,300 (the “Series 2009A 
Bond”), its Water System Revenue Bond (DNRC Drinking Water State Revolving Loan 
Program), Series 2009B, dated, as originally issued, as of __________, 2009, in the maximum 
aggregate principal amount of $333,700 (the “Series 2009B Bond”), and its Water System 
Revenue Bond (DNRC Drinking Water State Revolving Loan Program), Series 2009C, dated, as 
originally issued, as of __________, 2009, in the maximum aggregate principal amount of 
$2,750,000 (the “Series 2009C Bond”).  The Series 2009A Bond and the Series 2009B Bond are 
referred to herein collectively as the “ARRA Bonds.”  The Borrower has reviewed the 
Resolution, including, without limitation, Articles II and III thereof, and the definitions relating 
thereto.  The Borrower acknowledges and agrees that the ARRA Bonds evidence loans made to 
the Borrower from the DNRC from funds made available to the DNRC under the American 
Recovery and Reinvestment Act of 2009, Pub. L. No. 111-5 (2009) (“ARRA”), and that this 
Certificate is being relied upon by the DNRC for ensuring compliance with ARRA requirements 
applicable to the Borrower, the DNRC, and the 2009 Project (as hereinafter defined).  
Capitalized terms used herein without definition shall have the meanings given them in the 
Resolution. 

2. The ARRA Bonds were issued to finance a portion of the costs of construction 
and installation of various improvements to the System, generally described as the 2009 Project 
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(the “2009 Project”) in the Resolution.  Construction of the 2009 Project has complied with all 
federal and state standards, including, without limitation, EPA regulations and standards and the 
requirements of ARRA. The 2009 Project is expected to be completed and placed in service on 
or about _________, 20__. 

3. Costs of the 2009 Project in the amount of $___________ have been paid as of 
the date of delivery of this Certificate.  The Borrower hereby waives its right to any remaining 
2009A Committed Amount or 2009B Committed Amount not advanced or to be advanced upon 
delivery hereof, and acknowledges that the DNRC has reserved the right to reallocate amounts of 
the Series 2009A Bond and Series 2009B Bond and deliver a replacement Series 2009A Bond 
and Series 2009B Bond, which shall each be a binding obligation of the City, as described more 
particularly in the Resolution.  The Borrower specifically confirms and agrees that any remaining 
amounts of the 2009 Loans to be lent to the Borrower, if any, shall be evidenced by the Series 
2009C Bond. 

4. As of the date hereof, the Borrower has spent the following amounts in 
connection with the 2009 Project and costs related thereto: 

Preliminary Engineering $ 
Engineering/Arch. Design  
Construction Engineering Services  
Construction  
Contingency  
Audit Fees  
Loan Reserves  
Bond Counsel  
TOTAL $ 

  
Of such amounts, $750,000 were paid from advances of proceeds of the ARRA Bonds, $2,750,000 
from the Series 2009C Bond, and $_________ were paid from funds the Borrower had on hand and 
available therefor.  In addition, as of the date hereof, and $_____________ of the proceeds of the 
ARRA Bonds have been applied to Green Infrastructure.  The Borrower certifies that proceeds of 
the ARRA Bonds, once made available to the Borrower, were applied to costs of the 2009 Project 
before other funds available to the Borrower. 

5. The Trustee has delivered to the Borrower a copy of Schedule B to be attached to 
the Series 2009A Bond and Schedule B to be attached to the Series 2009B Bond, each of which 
reflects the amortization of all advances made or to be made on the date hereof of proceeds of the 
Series 2009A Bond and the Series 2009B Bond, respectively (i.e., $________ in respect of the 
Series 2009A Bond (the sum of the amounts of the Series 2009A Bond applied to pay costs of 
the 2009 Project or costs of issuance of the Series 2009 Bonds) and $_________ in respect of the 
Series 2009B Bond (the sum of the amounts of the Series 2009B Bond applied to pay costs of the 
2009 Project or costs of issuance of the Series 2009 Bonds or deposited in the Reserve Account 
as described in paragraph 6 hereof)), as required under Section 7.08(a) of the Indenture.  The 
Borrower hereby acknowledges and agrees that each Schedule B has been calculated in 
accordance with the provisions of the Resolution and the Indenture, and that each of the Series 
2009A Bond and the Series 2009B Bond, with said Schedule B attached thereto, has been duly 
issued pursuant to the Resolution and is a valid and binding obligation of the Borrower in 
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accordance with its terms and the terms of the Resolution; provided, however, if the DNRC 
issues a statement to the Borrower to the effect that the Borrower’s obligation to repay the 
principal amount of the Series 2009A Bond is forgiven in response to the Borrower’s request 
made in paragraph 10 below, the Borrower’s obligation to repay the principal of the Series 
2009A Bond and interest and surcharges thereon will be forgiven. 

6. Pursuant to the Resolution, the Borrower has established a Reserve Account in the 
Fund (the “Reserve Account”) to secure its outstanding Water System Revenue Bond (DNRC 
Drinking Water State Revolving Fund, Series 2005 (the “Series 2005 Bond”), its Series 2009B 
Bond, and its Series 2009C Bond (the Series 2005 Bond, Series 2009B Bond, and Series 2009C 
Bond, collectively, the “Bonds”).  The amount on deposit therein on the date hereof totals 
$_________, of which $                   secures the Series 2005 Bond and $___________ secures the 
Series 2009B Bond and Series 2009C Bond.  The amount in the Reserve Account is equal to the 
lesser of:  (i) 10 percent of the original principal amount of all series of parity Bonds now 
outstanding (i.e., $________), or (ii) the maximum amount of principal and interest payable on 
the parity Bonds in the current or any future fiscal year (i.e. $_______), based on the 
amortization of the Series 2009B Bond in accordance with Schedule B thereto. 

7. The representations of the Borrower contained in Articles II and III of the 
Resolution are true and complete as of the date hereof as if made on this date, except to the 
extent that the Borrower has specifically advised the DEQ and the DNRC otherwise in writing. 

8. No default in any covenant or agreement on the part of the Borrower contained in 
the Resolution has occurred and is continuing. 

9. The Borrower is delivering this Certificate to the DNRC, in part, to ensure 
compliance with ARRA.  The Borrower certifies that all iron, steel and manufactured goods (as 
defined by 2 CRF part 176) used or to be used in the 2009 Project have been and will be 
produced in the United States and the Borrower accepts the responsibility of compliance with 
this requirement.  The Borrower further certifies that all laborers and mechanics employed by 
contractors and subcontractors on the 2009 Project have been and will be paid wages at rates not 
less than those prevailing on projects of a character similar in the locality as determined by the 
United States Secretary of Labor in accordance with subchapter IV of chapter 31 of title 40, 
United States Code.  

10. The Borrower acknowledges and agrees that this Certificate completed in form 
satisfactory to the DNRC must be executed and delivered to the DNRC by the date that is 30 
days after receipt of the form of this Certificate from the DNRC.  By submitting this Certificate, 
the Borrower requests that the DNRC forgive the obligation of the Borrower to repay the 
principal of the Series 2009A Bond, together with interest and surcharges thereon.  The 
Borrower acknowledges and agrees that (i) the forgiveness of principal of and interest and 
surcharges on the Series 2009A Bond by the DNRC is contingent on the timely delivery of this 
Certificate by the Borrower in satisfactory form as determined in the DNRC’s sole and complete 
discretion, (ii) the DNRC has no obligation to grant such forgiveness; (iii) if the DNRC delivers 
to the Borrower a statement that the obligation of the Borrower to repay the principal of the 
Series 2009A Bond is not forgiven, the obligation of the Borrower to repay the principal of the 
Series 2009A Bond plus interest and Administrative Expense Surcharge and Loan Loss Reserve 
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Surcharge thereon shall continue in full force and effect until the principal of the Series 2009A 
Bond advanced and interest, Administrative Expense Surcharge, and Loan Loss Reserve 
Surcharge thereon are paid in full, as set forth in Schedule B delivered pursuant to paragraph 5 
above, and as provided in the Series 2009A Bond and the Resolution;; and (iv) the Borrower 
shall, as necessary, within the 3-month period specified in the Resolution, adjust its rates and 
charges to produce Net Revenues required by the rate covenant in the Resolution. 

WITNESS our hands on behalf of the Borrower and the seal of the Borrower as of this 
_____ day of __________, 2009. 

 CITY OF BILLINGS, MONTANA 

 

 By ________________________________ 
(SEAL)       Mayor 

 

 By ________________________________ 
       City Clerk 
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REGISTRATION AND TRANSFER 

This Bond shall be fully registered as to both principal and interest.  No transfer of this 
Bond shall be valid unless and until (1) the registered holder of the Bond, or his duly authorized 
attorney or legal representative, executes the form of assignment appearing on this Bond, and (2) 
the City Clerk as bond registrar (the “Registrar”), has duly noted the transfer on the Bond and 
recorded the transfer on the Registrar’s registration books.  The Borrower shall be entitled to 
deem and treat the person in whose name this Bond is registered as absolute owner thereof for all 
purposes, notwithstanding any notice to the contrary.  Payments on account of the Bond shall be 
made only to the order of the registered holder thereof, and all such payments shall be valid and 
effectual to satisfy and discharge the Borrower’s liability upon the Bond to the extent of the sum 
or sums so paid. 

REGISTER 

The ownership of the unpaid Principal Balance of this Bond and the interest accruing 
thereon is registered on the books of the City of Billings, Montana in the name of the registered 
holder appearing on the first page hereof or as last noted below: 

                                       
Date of           Name and Address                  Signature of 

        Registration           of Registered Holder                    City Clerk  

        , 2009   Department of Natural                                                   
Resources and Conservation 
1625 Eleventh Avenue    
Helena, MT  59620          

THE FOLLOWING ENTRIES ARE TO BE MADE ONLY BY THE BOND 
REGISTRAR UPON REGISTRATION OF EACH TRANSFER 

The City Clerk of the City of Billings, Montana, acting as Bond Registrar, has 
transferred, on the books of the Borrower, on the date last noted below, ownership of the 
principal amount of and the accrued interest on this Bond to the new registered holder noted next 
to such date, except for amounts of principal and interest theretofore paid. 

Name of New    Signature of 
Date of Transfer Registered Holder Bond Registrar 
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FORM OF ASSIGNMENT 
 

For value received, this Bond is hereby transferred and assigned by the undersigned 
holder, without recourse, to                                                                                                            
on this            day of                                          ,            . 

By:                                                             
(Authorized Signature) 

For:                                                            
(Holder) 
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SCHEDULE A 

SCHEDULE OF AMOUNTS ADVANCED 

Total Amount     Notation 
   Date  Advances                         Advanced      Made By 
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SCHEDULE B 

  
 Loan Loss 

  Administrative             Reserve 
 Total Loan 
Date Principal Interest Expense Surcharge   Surcharge    
Payment 
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APPENDIX C 

ADDITIONAL REPRESENTATIONS AND COVENANTS 

None
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APPENDIX D 

$6,137,000  
Sewer System Revenue Bonds 

(DNRC Water Pollution Control State Revolving Loan Program) 
Consisting Of  

$390,700 Subordinate Lien Taxable Series 2009A Bond  
$359,300 Series 2009B Bond  

And 
$5,387,000 Series 2009C Bond 

 
ARRA CERTIFICATE AND REQUEST 

We, ___________________ and ____________, hereby certify that we are on the 
date hereof the duly qualified and acting Mayor and City Clerk, respectively, of the City 
of Billings, Montana (the “Borrower”), and that: 

11. Pursuant to Resolution No. 05-18326 of the City adopted on August 22, 
2005, as amended and supplemented by Resolution No. 08-18738, adopted on July 28, 
2008, as futher amended and supplemented by Resolution No. ____, duly adopted by the 
City Council of the Borrower on July 27, 2009, entitled “Resolution Relating to 
$6,137,000 Sewer System Revenue Bonds (DNRC Water Pollution Control State 
Revolving Loan Program), Consisting of $390,700 Series 2009A Bond, $359,300 Series 
2009B Bond, and $5,387,000 Series 2009C Bond; Authorizing the Issuance and Fixing 
the Terms and Conditions Thereof” (as so amended and supplemented, the “Resolution”), 
the Borrower issued its Subordinate Lien Sewer System Revenue Bond (DNRC Water 
Pollution Control State Revolving Loan Program), Taxable Series 2009A, dated, as 
originally issued, as of __________, 2009, in the maximum aggregate principal amount 
of $390,700 (the “Series 2009A Bond”), its Sewer System Revenue Bond (DNRC Water 
Pollution Control State Revolving Loan Program), Series 2009B, dated, as originally 
issued, as of __________, 2009, in the maximum aggregate principal amount of $359,300 
(the “Series 2009B Bond”), and its Sewer System Revenue Bond (DNRC Water 
Pollution Control State Revolving Loan Program), Series 2009C, dated, as originally 
issued, as of __________, 2009, in the maximum aggregate principal amount of 
$5,387,000 (the “Series 2009C Bond”).  The Series 2009A Bond and the Series 2009B 
Bond are referred to herein collectively as the “ARRA Bonds.”  The Borrower has 
reviewed the Resolution, including, without limitation, Articles II and III thereof, and the 
definitions relating thereto.  The Borrower acknowledges and agrees that the ARRA 
Bonds evidence loans made to the Borrower from the DNRC from funds made available 
to the DNRC under the American Recovery and Reinvestment Act of 2009, Pub. L. No. 
111-5 (2009) (“ARRA”), and that this Certificate is being relied upon by the DNRC for 
ensuring compliance with ARRA requirements applicable to the Borrower, the DNRC, 
and the 2009 Project (as hereinafter defined).  Capitalized terms used herein without 
definition shall have the meanings given them in the Resolution. 

12. The ARRA Bonds were issued to finance a portion of the costs of 
construction and installation of various improvements to the System, generally described 
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as the 2009 Project (the “2009 Project”) in the Resolution.  Construction of the 2009 
Project has complied with all federal and state standards, including, without limitation, 
EPA regulations and standards and the requirements of ARRA. The 2009 Project is 
expected to be completed and placed in service on or about _________, 20__. 

13. Costs of the 2009 Project in the amount of $___________ have been paid 
as of the date of delivery of this Certificate.  The Borrower hereby waives its right to any 
remaining 2009A Committed Amount or 2009B Committed Amount not advanced or to 
be advanced upon delivery hereof, and acknowledges that the DNRC has reserved the 
right to reallocate amounts of the Series 2009A Bond and Series 2009B Bond and deliver 
a replacement Series 2009A Bond and Series 2009B Bond, which shall each be a binding 
obligation of the City, as described more particularly in the Resolution.  The Borrower 
specifically confirms and agrees that any remaining amounts of the 2009 Loans to be lent 
to the Borrower, if any, shall be evidenced by the Series 2009C Bond. 

14. As of the date hereof, the Borrower has spent the following amounts in 
connection with the 2009 Project and costs related thereto: 

Preliminary Engineering $ 
Engineering/Arch. Design  
Construction Engineering Services  
Construction  
Contingency  
Audit Fees  
Loan Reserves  
Bond Counsel  
TOTAL $ 

  
Of such amounts, $750,000 were paid from advances of proceeds of the ARRA Bonds, 
$5,387,000 from the Series 2009C Bond, and $_________ were paid from funds the 
Borrower had on hand and available therefor.  In addition, as of the date hereof, and 
$_____________ of the proceeds of the ARRA Bonds have been applied to Green 
Infrastructure.  The Borrower certifies that proceeds of the ARRA Bonds, once made 
available to the Borrower, were applied to costs of the 2009 Project before other funds 
available to the Borrower. 

15. The Trustee has delivered to the Borrower a copy of Schedule B to be 
attached to the Series 2009A Bond and Schedule B to be attached to the Series 2009B 
Bond, each of which reflects the amortization of all advances made or to be made on the 
date hereof of proceeds of the Series 2009A Bond and the Series 2009B Bond, 
respectively (i.e., $________ in respect of the Series 2009A Bond (the sum of the 
amounts of the Series 2009A Bond applied to pay costs of the 2009 Project or costs of 
issuance of the Series 2009 Bonds) and $_________ in respect of the Series 2009B Bond 
(the sum of the amounts of the Series 2009B Bond applied to pay costs of the 2009 
Project or costs of issuance of the Series 2009 Bonds or deposited in the Reserve Account 
as described in paragraph 6 hereof)), as required under Section 7.08(a) of the Indenture.  
The Borrower hereby acknowledges and agrees that each Schedule B has been calculated 
in accordance with the provisions of the Resolution and the Indenture, and that each of 
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the Series 2009A Bond and the Series 2009B Bond, with said Schedule B attached 
thereto, has been duly issued pursuant to the Resolution and is a valid and binding 
obligation of the Borrower in accordance with its terms and the terms of the Resolution; 
provided, however, if the DNRC issues a statement to the Borrower to the effect that the 
Borrower’s obligation to repay the principal amount of the Series 2009A Bond is 
forgiven in response to the Borrower’s request made in paragraph 10 below, the 
Borrower’s obligation to repay the principal of the Series 2009A Bond and interest and 
surcharges thereon will be forgiven. 

16. Pursuant to the Resolution, the Borrower has established a Reserve 
Account in the Fund (the “Reserve Account”) to secure its outstanding Sewer System 
Revenue Bond (DNRC Water Pollution Control State Revolving Fund, Series 2005 (the 
“Series 2005 Bond”), its Series 2009B Bond, and its Series 2009C Bond (the Series 2005 
Bond, Series 2009B Bond, and Series 2009C Bond, collectively, the “Bonds”).  The 
amount on deposit therein on the date hereof totals $_________, of which $                   
secures the Series 2005 Bond and $___________ secures the Series 2009B Bond and 
Series 2009C Bond.  The amount in the Reserve Account is equal to the lesser of:  (i) 10 
percent of the original principal amount of all series of parity Bonds now outstanding 
(i.e., $________), or (ii) the maximum amount of principal and interest payable on the 
parity Bonds in the current or any future fiscal year (i.e. $_______), based on the 
amortization of the Series 2009B Bond in accordance with Schedule B thereto. 

17. The representations of the Borrower contained in Articles II and III of the 
Resolution are true and complete as of the date hereof as if made on this date, except to 
the extent that the Borrower has specifically advised the DEQ and the DNRC otherwise 
in writing. 

18. No default in any covenant or agreement on the part of the Borrower 
contained in the Resolution has occurred and is continuing. 

19. The Borrower is delivering this Certificate to the DNRC, in part, to ensure 
compliance with ARRA.  The Borrower certifies that all iron, steel and manufactured 
goods (as defined by 2 CRF part 176) used or to be used in the 2009 Project have been 
and will be produced in the United States and the Borrower accepts the responsibility of 
compliance with this requirement.  The Borrower further certifies that all laborers and 
mechanics employed by contractors and subcontractors on the 2009 Project have been 
and will be paid wages at rates not less than those prevailing on projects of a character 
similar in the locality as determined by the United States Secretary of Labor in 
accordance with subchapter IV of chapter 31 of title 40, United States Code.  

20. The Borrower acknowledges and agrees that this Certificate completed in 
form satisfactory to the DNRC must be executed and delivered to the DNRC by the date 
that is 30 days after receipt of the form of this Certificate from the DNRC.  By submitting 
this Certificate, the Borrower requests that the DNRC forgive the obligation of the 
Borrower to repay the principal of the Series 2009A Bond, together with interest and 
surcharges thereon.  The Borrower acknowledges and agrees that (i) the forgiveness of 
principal of and interest and surcharges on the Series 2009A Bond by the DNRC is 
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contingent on the timely delivery of this Certificate by the Borrower in satisfactory form 
as determined in the DNRC’s sole and complete discretion, (ii) the DNRC has no 
obligation to grant such forgiveness; (iii) if the DNRC delivers to the Borrower a 
statement that the obligation of the Borrower to repay the principal of the Series 2009A 
Bond is not forgiven, the obligation of the Borrower to repay the principal of the Series 
2009A Bond plus interest and Administrative Expense Surcharge and Loan Loss Reserve 
Surcharge thereon shall continue in full force and effect until the principal of the Series 
2009A Bond advanced and interest, Administrative Expense Surcharge, and Loan Loss 
Reserve Surcharge thereon are paid in full, as set forth in Schedule B delivered pursuant 
to paragraph 5 above, and as provided in the Series 2009A Bond and the Resolution;; and 
(iv) the Borrower shall, as necessary, within the 3-month period specified in the 
Resolution, adjust its rates and charges to produce Net Revenues required by the rate 
covenant in the Resolution. 

WITNESS our hands on behalf of the Borrower and the seal of the Borrower as of 
this _____ day of __________, 2009. 

 CITY OF BILLINGS, MONTANA 

 

 By ________________________________ 
(SEAL)       Mayor 

 

 By ________________________________ 
       City Clerk 

 
 
 
 

 

 
 


