ORDINANCE KO. 59

AN ORDINANCE AUTHORIZING THE CONSTRUCTION BY THE
INOORPORATED TOWN OF TONTITOWN, ARKANSAS, OF
BETTERMENTS, EXTEKSIONS AND IMPROVEMENTS TO ITS
MUNICIPAL WATER-WORKS SYSTEM TO SERVE A PREVI-
OUSLY UKSERVED AREA; AUTHORIZING THE ISSUANCE
OF A WATER REVENUE BCND, SERIES 1575, FOR TIE
PURPOSE OF FINANCING A PORTION OF THE COST OF
CONSTRUCTION; PROVIDIKG FOR THE PAYMEKT OF
PRINCIPAL AND INTEREST ON THE BOND; PRESCRIEING
OTHER MATTERS RELATING THERETQ; AND DECLARING
AN EMERGENCY.

WHEREAS, Tontitown (the "Town”), an Incorporated Town of

Washington County, Arkansas, coperates its own municipal water system

and has determined that I1n order tc serve a previously unserved area

with water service that betterments, extensions and improvements
should be constructed in order that the Town and the inhabitants
of sadid unserved area may have proper and adequate water service,
which existing water-works system and the new extenslons to the
water distributicon system shall be added to and operated as one
municipal water system; and,

WHEREAS, the Town Council has had prepared by McGoodwin,
Willisms and Yates, Inc., duly qualified consulting engineers of
Fayetteville, Arkansas, o preliminary report, plans and specifi-
catlons, and estimates of costs of the propesed Project showing
an estimateqd cost of the Project to be $102,100 which have been
examined and approved By the Town Council and a copy filed in the

office of the Recorder where it may be inspected by an interessed

person; and,

WHEREAS, it is proposed that the fotazl costs of the Project

will be financed by the issuance by the Town of $100,000 in a

silngle registered 5 per cent Water Revenue Bond, Series 1975 (the

"hond"), under the provisicns of Act No. 131 of the acts of Arkansas



of 1932, os amended; secured by a pledge of and pavable from
System revenuas, and by a contributioen from the Town of 59,100;
and

JHEREAS, the Town has heretofore established rates for water
service which will produce System revenues at least sufficient to
pay the reascnable and proper expense of operating and maintaining
the System, pay debt service of and maintain a reserve in connection
with the outstanding revenue bonds and this bond of the Town, and
make the required depreciation deposit; and

WIHEREAS, the Town has entered inte o Loan Agreement with the
tnited states of America, Farmers Home Administration (the "Gover-
ment") whereby the Government haos committed to lend $100,000 to the
Town to be evidenced by said Water Revenue Bond, at an interest rate
of 5% per annum; now, therefore,

BE IT ORDAINED BY THE TOWN COUNCIL OF THE TOWN OF TONTITOWN,
ARKANSAS =

SECTION 1. That the Project be accomplished. The Mayor and
Recorder are hereby authorized to take, or cause to be taken, all
action necessary to accomplish the inprovements and te execute all
required contracts and documents.

SECTION 2. That the Town Council hereby finds and declares
that the period of usefulness of the System after completion of the
Project will be more than forty (40) years.

SECTION 3. Under the authority of the Constitution and laws
of the state of Arkansas, including particularly aet No. 131 eof
the acts of Arkansas of 1933, as smended; a Town of Tontitown,
Arkansas, single registered Watcr Revenue Bond is hereby authorized
and ordered issued in the principal amount of $100,000, which shall
be designated "Water Revenue Bond, Scries 1975" (the "bond"), the

proceeds of the sale of which arc necessary to finance a portion of



the cost to the Town of the Project, including necessary expenses
incidental thereto, and to pay the expenses of issuing the bond.
References in this Ordinance to the unqualified woxd "bond” shall,
unless the conkext requires otherwise, he deemed reference to the
single registered permanent bond authorized by this Section 3 and
not te the temporary bonds authorized by Section 6(b). The bond
shall be negotiable, shall be dated as of the date of its delivery,
shall beor intexest at the rate of five per cent per annum (5%},
with the first interest only payment to be on January 1 next
following delivery of the bond and the second payment of interest
only due on the second January 1 following delivery of the bond.
Subject to prepayment prior to maturity, as provided in the form
of bond hercinafter set forth, principal and interest shall be
payable in egual annual amortized installments on Jamuary 1 of
each year, beginning the third January 1 after the daote of delivery
of the hond until the principal of the bond, with interest, is
fully paid, except that final payment of the bond shall be due

and payable not later than forty (40) yearsfrom the date of the
bend.

SECTION 4., fThe bond shall be issued in the form of a single
typewritten bond, registered as te both principnl and interest,
payable to the registered owner, ox assigns, as set forth herein-
after in the permanent bond form.

Payment of principal and interest shall be by check or draft
mailed to the registered owner thereof, without presentation or
surrender of the bond {except upon final payment) and such payments
shall discharge the obligation of the Town to the extent thercof.
The Town Recordcer shall keep a payment record and maXke proper

notations thareon of all payments of principal and interest.



Payment of principal and interest shall be in any coin or
currency of the United States of America which, on the respective
dates of payment, 1s legal tender for the payment of debbs due
the United States. When the principal of and interest on the
bond has been fully paid, the bond shall be canceled anddelivered
to the Town Recorder.

SECTION 5- The bond shall be cxecuted on behalf of the Town
by the Mayor and Town Recorder and shall have impressed thareon
the seal of the Town. The bond is not a general obligation of the
Town but is a special obligation, the principal of and intercst on
which are securcd by a pledge of and are payable solely from revenue
derived from the System, and a sufficient portion of which is herchy
pledged to the payment of the bond, and shall be additiionally
secured by a statutory mortgage lien on the improvements to the
water system. The bond and interest thereon shall not constitute
an indebtedness of the Town within any constitutional or statutory
limitation.

SECTION 6. (a). That the single registered permanent bhond
shall be in substantially the feollowing form, and the Mayor and
Town Recorder are hereby authorized and directed to make all the

recitals contaited therein:



SECTION 6 {b}. Pending the preparation and delivery of the
single recistered permanent bond hereinabove authorized, temporary
beonds in the aggregate principal amount of not to exceed $100,000
may be issued for the purposc of providing construectien funds
immediately and in anticipation of the lssuance of such permanent
and definitive bonds. The femporaxy bonds shall be in such denomi-
nations as the Town Council shall determine, be dated the day of
delivery, bear interest at the bond rate if issued to the purchaser
of the permanent bond, or if issued to evidence a loan obtained on
an interim basis, at such loan rate, and be payable within two
{2) years from their date. Upon delivery of the permanent and
definitive bond, the temporary bonds to the extent then outstanding,
with accrued interest, shall be exchanged for, or paid from the
proceeds of, the permanent and definitive bonds. The temporary bonds

shall be typewritten and be in substantially the following form:



UMITED STATES OF AMERICA
STATE OF ARKANSAS
COUNTY OF WASHINGTON
INCORPORATED TOWM OF TONTITOWN
WATER REVENUE BOND, SERLIES 1875

NO. / $100, 000
KNOW ALL MEN BY THESE PRESENTS:

That the Incorporated Town of Tontitown, Washington County,
Arkansas, for value received, hereby acknowledges itself to owe
and pyomizes to pay Lo the registered owner herecf, or assigns,
solely from Lhe special fund provided as hereinafter set: forth,
the principal sum of

ONFE IUNDRED THOUSAND DOLLARS ($100,000)

with interest on the unpaid principal balance at the rate of 5%
per annum,  The said prineipal and intercsk shall be payable as
follows: Interest only on January 1, 1976 ; interest only on
Janvary 1, 12 77 _; then in amortized installments of principal

and interest of § 50876.00 en Januvary 1, 15 70 |

r
and § 076,00 annually thercafter on Januaxy 1 of each year

until the principnl and interest herecf arve fully paid, except

that the final payment of the entire indebtedness evidenced herebhy
if not scener paid shall be due and payable not later than 40 years
from the date of this bend.

Payment of the principal installments and interest due hereon
shall be made, cxcept for final payment, without mresentation and
surrender of this bond, directly to the registered owner at his
addrass shown on the bond registration book of the "Wown, and such
payments shall fully discharge the cbligation eof the Town to the

axtent of the payments so made.



This hond is jissued for the purposc of financing a portion of
the cost of constructing bekbterments, extensions and improvements
to the water distribution system (the "Project"), and the existing
waker facilities and new water Ffacllities should be operated as one
municipal water system (the "System"), and the costs of guthorizing
and issuing the bond, and is ilssued pursuant to and in full com-
pliance with the Constitution and laws of the State of Arkansas,
ineluding particularly Act No. 131 of the hActs of Arkansas of 1933
(Arkansas Statutes §19-4201, et seq.), as amended, and pursuant to
Ordinance No. 55  of the Town, -Quly adopted and approved on the

Sth day of April , 1875 , (The "Authorizing Ordinance").

Prepayments of principal installments or any portien thereof
may be made from funds from any source on any interest payment date
at the option of the Town in inverse chronological order and maturity
at a price of the principal amount thercof, plus accrued interest.
such prepayments shall not affect the obligatians of the Town to
pay the remuining installments as scheduled herein,

This bond does not constitute an indebtedness of the Town with-
in any constitutional or statutory limitation or provision, and the
taxing power of the Town is not pledged o the payment of the
principal ef or interest on the bond. This hend is a special
obligation payable solely from revenues daerived from the operation
of the System. An amount of System revenues has bean duly get aside
and pledged as a special fund for that purpose, identified as the
"1975 Water Revenue Bond Fund,” created by the Authorizing Ordinanca.

The Town has Fixed and haz covenanted and agreed to maintain
rates for use of the Systom which shall be sufficient at all times

at least to provide for the payment 'of the reasonable expenses of



operation and mainkepnanca of the Systom, pwovide for the payment
of the principal of and interest en all the outstanding honds to
which 8ystem revenues are pledged as the same bhocome due, to
estoblish oand maintain debt service resepves and to provide a
depreciation fund, all as set forth in the Authorizing Ozdinance.

This hond may be assigned, and upon assignment the assignor
shall promptly notify the Town Treasurcr by rvegistered mail, and
the assignee shall surrender this bond Lo the Bond Registrar for
transfor on the registration records. Every assignee shall take
this bhond subject o all payments and prepayments of princippl and
interest (as reflectrd by the Payment Record), prior to such sur-
rendey for transfor

IT 15 HEWERY CURTIFIED, RECITED AND NDECLARED that all acks,
conditiens and things required by the Constitution and statutes of
the State of arkensas to exist, happen and be perforied precedent to
and in the isswance of this hond, do exist, have happened, and have
heen performed in rogular and due time, forn and manner ag reguired
by law:; thot the bond does not exceed any constitubtional or statubory
limitation of indebtodness, and that provision has heen made for
the payment of the princinal of and intovest on this bond, as
provided in the Authorizing Ordinance.

IN WITNESS WHEREOF, the Incorporated Town of Tontitown, Arkansas,
has caused this bontd o be exccuhed in its name by ibts Mayor and
recorder, thoreunto duly auvthorigzed, with the manual signatures of
the Mayoer and Recerder, and its corporate seanl Lo be affixed, on

this 12'h aay of _ NOVEMPRR , 1975

. THCORTORATERD TSWNT OF TONTLTOWM, ARKANSAS
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UNITED STATES OF AMERICA
STATE OF ARKANGAS
COUNTY OF WASHINGTOM
INCORPORATED TOWH OF TONTITOWN
TEMPORARY WATER REVENUE BOND

NO., $

KNOW ALL MEN BY THESE PRESENPS:
The Incorporated Town of Tontitown, Washington County, Arkansas,
hereby acknowledges itself indebted and promises to pay to

at its office in

County, Arkansas, the principal sum of

DOLLARS (§

on January 1, 19, plus interest thereecn from the date hereof
at the rate of per cent per annum, payable annually on
January 1 in each year beginning January 1 next following the date
hereof,

This bond is one of an issue of temporary bonds in an aggre-
gate amount not to excecd $100,000 issued for the purpose of pro-
viding construction funds in anticipation of the issuance of a
single registered permanent bend for constructing improvements to
the munieipal water system in accordance with the authorizing bond

ordinance of the Town adopted on Apriil 9 » 1975 , the

temporaxy bonds are not general cbligations of the Town but are
special obligations payable solely from the revenue of the system
and from a pledge of the proceeds of the single registercd pormanent
bond. The Town covenants and agrees that on or before the maturity
date hereof, this and other such temporary bonds, to the extent then
outstanding, with acerued interest, shall be exchanged fop, or paid

from the proceeds of, said single rcgistered permanent bond.

;0.



This bond may be redeemed at any time prior to maturity,
from funds from any source, at a price of par and accrued interest
to date of redemption upon ten (10) days prior written notice by
first eclass mail to the owner hereof.

IT IS HEREBY CERTIFIED that all conditions, acts and things
required to exist, to have happened and to have been performed
precedent to and in the issuance of this bond do exist, have
happened and have heen performed in regulax form, time and
manner.

IN WITNESS WHEREQF, the Incorporated Town of Tontitown,
Arkansas, has coused this bond to be signed by the Mayor and Town
Recorder and sealed with the corporate seal on this day of

, 1975.

INCORPORATED TOWN OF TONTITOWN, ARKANSAS

By,

Mayor

ATTEST:

fown Recordexr

(SEAL}



SECTION ©. (¢). So long as the bond is held, or payment of
prineipal and interest therson is insured, by the Government, the
Town shall, at the option of the Government, prepay all or any part
of any annual installment of interast or of principal and interest
by making monthly payments in advance of the due date of the annual
installment. The aggregate of the monthly payments made in any cone
calendar year upon direction of the Government shall not exceed
the amount of the annual installment next due, but nothing herein
shall be construed to prohibit or restricet the Town, at its option,
from other prepayments as in this Ordinance provided. lonthly pay-
ments for the purpose of prepayment pursuant to this subsection shall
be commenced, terminated and resumed from time to time as directed
by the Government by notice to the Mayor,

Monthly payments shall be credited upon the annual installment
next due. O©On each annual installment due date the Town shall pay,
as the balange due on the annhual installment, the difference, if
any, between the amount of the annual installment if no prepayments
had been made and the aggregate credits upon such annual installment,
The amount of each monthly payment shall be applied first to the pay-
ment of accrued interest to the date of payment on the unpaid
principal balance due on the bond, and the balance shall constitute
a prepayment of principal. No such prepayment of principal shall,
howover, affect the obligation of the Town to pay and prepay annual
installments in the dollar amounts scheduled in the bend and as
provided herein and such annual installments shall be paid and pre-
vald until all principal of and interest on the bond have been fully
paid.

The Mayor and Recorder shall, when and so often as roguosted
by the Government, execute and deliver, on behalf of the Town, an

appropriate agreement containing the substance of this subsection.



SECTION 7. That the City has herctofore fixed water rates
by Ordinance No. 49, adopted on the 7th day of December, 1971,
and by Ordinance No. _98 | adopted on the _ 8 day of April ,
1Q__31J as to only the area of the Town not previously served
with water service, to be charged for the servieces of the System
and reference is hereby made to the ordinances f£ixing the rates
for the details thereof and other provisions pertaining thereto,
which rates and provisions are hereby confirmed and continued.

.The Town govenants and agrees that the rates established will
produce total revenues at least sufficient to pay operaticn and
mazntenance expenscs of the System, pay the principal of and
interest on all outstanding bonds to which System revenues are
pledged, as the same become due and the Paying Agent's fees, create
and maintain debt service reserves, and to make the reguired deposits
for depreciation as specified by this Ordinance. The Pown covenants
always to maintain rates {including increases as necessary) which
will provide For the maintenance of the funds hereinafter described.
The rates shall neveyr be reduced while any of the bonds are out-
standing unless there is obtained from a cextified public accountant
not in the regulax employ of the Town 2 ¢ertificate reciting the
opinion that the proposed new rates will produce sufficient net
revenues (net revenues being gross revenues te be derived during
the next twelve (12) months less the reascnably anticipated cost
of operation and maintenance for the next twelve (12) months and
less the reguired deposits for depreciation of the System for the
next twelve (12) months) egual to not less than 120% of the maximum
amount that will become duc in any year thereafter for principal,

inteyest and Paying Agent's foes on all bonds then outstanding to

13,



to which System revenues are pledged,

SECTICH 8. The Town further covenants and agreos that under
the provisions of Section 19-4207, Ark. Stats., Ann. (Sec. 7 of
said Act 131 of 1933), there was created a statutory mortgage lien
upon the improvements to the water system to be constructed Lrom
the proceeds of the bond authorized by this ordinance, and said
water improvenent facilities shall remain subject to said statutory
mortgage lien until payment in £ull of the principal of and inkterest
on said bond, and such lien may be enforced according te the pro-
visions of said statute.

The Town further covenants and agrees thabk the statutory
mortgage liens granted to holders of outstanding revenue bonds of
the Town upon the presently existing water system and facilities
of the Town shall, after said prior outstanding water revenue bonds
with intecrest are paid in full, continue in favor of the holder or
registered ownex of the bond authorized by this ordinance, with ald
rights of enforcement thercunder provided by law,

SECTION 9. That none of the facilities or scrvices afforded
by the System shall be furnished without a charge being made thexe-
for. In the event that the Town or department, agency or instru-
mentaility thereof shall avail itself of the facilities and services
afforded by the System, the reasonable value of the services or
Ffacilities so afforded shall be charged against the Town ©r such
department, agency or instrumentality and shall be pald for as the
charges therefox accrue. The revenue so recedved shall be decmed
te be revenucs derived from the operation of the System and shaill
pe used and accounted for in the same mannher as any other revenue

derived from the operation of the System; provided, however, that



nothing herein shall be construed as requiring the Town or any
department, agency or instrumentality thereof te avail itself of
the facilities or services afforded by the System.

SECTION 10. The Treasurer of the Town shall be custodian of
the gross revenues derived from the operation of the System and
shall give bond for the faithful discharge of his duties as such
custodian., The amount of the bond shall he $20,000, or at all
times be at least equal to the total funds in his custody at any
ohe time. From and after the delivery of any bond issued under
the provisions of this Ordinance, the System shall bhe continucusly
operated as a revenue-producing undoertaking. All meneys recoived
by the Treasurer shall be deposited by him in such depository or
depositories for the Town as may be lawfully designated from time
to time by the Town Council; subject, however, to the giving of
security as now or hereafter may be reguired by law, and provided
that each depository must hold membership in the Federal Deposit
Insurance Coxporation. 2nll deposits shall be in the name of the
Town and shall be so designated as to indicate the particular fund
to which the revenues belong. any deposit in excess of the amount
insured by the Federal beposit Insurance Corporation shall be secured
by bonds or other direct ¢or fully guaranteed obligatiens of the
United States of America unless invested as herecin authorized.

SECTION 1l. wWater System Revenue Fund. Thxe was crecated a

special fund and designated "Water System 1971 Revenue Fund" by
Section 6 of the Town's Ordinance No. 51, passed and approved Decenber
7, 1971, which was the Autheorizing Ordinance for the Town's $132,000
5% Water System Revenue Bond, Series 1971, ("1971 Bends"}, and the
designation and name of said fund be and the same is herchby changed

to "Water System Revenue Fund", also herein called the "Rewvenuc

Fund", and all revenues derived from the operation cf the Svstem



(including those from the operation and ownership of the Project

as soon as any portion thereof becomes revenue producing) shall be
paid into the Revenue Fund. Revenues in the Revenue Fund shall be
applied to the payment of the expenses of operation and maintenance
of the 8System, to the payment of the principal of and interest on
all outstanding bonds (with Paying Agent's fees, if any) to which
System revenues are pledged, to the establishment and maintenance
of debt service reserves and to the providing of a depreciation
fund in the manner herxeinafter set forth.

SECTION 12. Water Operaticn and Maintenance Fund. There

shall be paid by the Treasurer from the Revenue Fund into a fund,
which was created and designated "1971 Water Operation and Mainten-
ance Fund" by Section 6 of said Ordinance No. 51 of 1971, and which
is continued and redesignated "Water Operation and Maintenance Fund"
("Operation and Maintenance Fund"), on the first day of the month
immediately following the month in which the System or any portion
thereof, becomes revenue producing, sO long as any bonds of the
Town payable from System Revenues are outstanding, an amount suffi-
cient to pay the reasonable and necessary monthly expenses of
operation, repalir, maintenance, salaries, wages, and the insuring
of the gSystem for such month and from which disbursements shall be
made only for those purposes. Fixed annual charges, such as in-
surance premiums and the cost of major repair and maintenance ex-
penses may be computed and set upon an annual basis and one-twelfth
(1/12th) of the amount thereof may be paid into the Operation and
Maintenance Fund each month.
If, in any month, for any reason there shall be a failure to

transfer and pay the required amount into the Operation and Maint-
enance Fund, the amount of any deficiency shall be added to the

amount otherwise reguired to be transferred and paid into the
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Operation and Maintenance Fund in the next succeeding month. IE

in any fiscal year a surplus shall be accumulated in the Operation
and Maintenance Fund over and above the amount which shall be
neceseary to defray the reagonable and necegsary cost of operation,
repair, maintenance and insuring of the System during the remainder
of the then current fiscal year and the next ensuing fiscal year,
such surplus may be transferred and deposited in the Revenue Fund.

SECTION 13. 1975 Water Revenue Bond Fund. (a) The Town

covenants and agrees to maintain so long as any of its 1971 revenue
bonds are outstanding, the presently existing "1971 Water System
Revenue Bond and Interest Sinking Fund" designated as the "1971
Bond Fund", to be used exclusively for the purpose of paying the
principal of and interest on the Town's 1971 Bonds; and to create
and maintain a separate fund to be designated as the “1975 Water
Revenue Bond Fund" (also called "1975 Bond rFund").

{(b) After making the payments into the Operation and Main-
tenance Fund as provided by this Oxdinance, into the 1971 Bond Fund
as provided by sald Ordinance No. 51 of 1971, there shall be paid
by the Treasurer from the Revenue Fund into the 1975 Bond Fund the
amounts of System revenues derived from water service rates which
will equal the sums in the amounts and at the times hereinafter
stated in Subsection (c).

(c} There shall be paid into the 1975 Bond Fund on the first
business day of each month until all outstanding principal of the
bond with interest thereon has been paid in full ox provision made
for such payment, a sum equal to one-tenth (1/10th) of the next
installment of interest and one-tenth (1/10th) of the next install-
ment of principal, (plus any additional amount that may be necessary

to fully provide for the first interest payment on the bond, if any



additional amount be required), until the debt service reserve

as provided f£or the 1971 Bond Fund shall have been accumulated

in the amount of $7,900. When the debt service reserve has been
accumulated in the required amount, the monthly payments into the
1975 Bond Fund may be reduced to cne-twelfth (1/12th) of the next
installment of interest and one-twelfth (1/12th) of the next in-
stallment of principal, respectively, but if the debt serxvice
reserve becomes impaired, the payments of ome-tenth (1/10th) and
one—tenth (1/10th), respectively, shall be resumed until the im-
pairment is cured.

(@) If the revenues of the System are insufficient to make
the required payment on or before the first business day of the
following month into the 1975 Bond Fund, then the amount of any
such deficiency in the payment made shall be added to the amount
otherwise required to be paid into the 1975 Bond Fund on the first
business day of the next month.

{e) 1f, for any reason, the Town Treasurer shall fail at
any time to make any of the required payments into the 1975 Bonhd
Fund, or if for any reason the 1975 Bond Fund shall be insufficient
at any time to make the required payments for principal and interest,
as due, any sums then held in the debt service reserve shall be used
to the extent necessary in the payment of the principal of and
interest on the bond, but such reserve shall be reimbursed £rom
the Revenue Fund by the increased monthly payments specified in (c)
above. The debt service reserve shall be used solely as herein
provided.

(f) When the moneys held in the 1975 Bond Fund, including the
debt service reserve, shall be and remain sufficient to pay the

principal of and interest on the bond then outstanding, the Town

)8



Treasurer shall not be obligated to make any Ffurther payments into
the 1975 Bond Fund.

(g) All moneys in the 1975 Bond Fund shall be used solely for
the purpose of paying the principal of and interest on the bond,
except as herein specifically provided., If a surplus shall exist
in the 1975 Bond Fund over and above the amount necessary to insure
the payment, when due, of principal and interest and over and above
the debt service reserve, such surplus may be used, at theoption of
the Town, for the prepayment of principal or redemption of bonds
prior to maturity and for the construction of improvements and
extensions to the System.

{h) It shall be the duty of the Town Treasurer to withdraw
from the 1975 Bond Fund at least ten (10) days before the date of
any bond principal and interest payment hereunder and to pay to the
registered owner an amount equal to the amount of such bond principal
and interest payment fr the sole purpose of paying the same, and no
withdrawal of funds from the 1975 Bond Fund shall be made for any
other purpose except as otherwise authorized in this Ordinance.
Such deposits shall be at the sole risk of the Town and shall not
operate as a payment of the bond or interest until so applied.

(1) The bond of this issue shall be specifically secured by
a pledge of all the revenues required to be placed into the 1975
Bond Fund. This pledge in favor of the bond is hereby irrevocably
made according to the terms of this Ordinance, and the Town and its
officers and employees shall execute, perform and carry ¢ut the terms
therecf in strict conformity with the provisions of this Ordinance.

SECTION 14. Water Depreciation Fund. After making the required

paynent into the Operation and Maintenance Fund and making the pay-

ments intc the 1971 Bond Fund, and the 1975 Bond Fund, there shall
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be paid by the Treasurer from the Revenue Fund intc a fund, which
was created and designated "1971 Water System Depreciation Fund” by
Section 6{d) of Ordinance No. 51 of 1971, and which is hereby con-
tinued and redesignated “Water Depreciation Fund," ("Depreciation
Fund"y, on the first business day of each month, commencing with
the month immediately following the month in which the System, or
any portion thereof, becomes revenue producing, while any of the
1971 or 1975 bonds are outstanding an amount egqual to 2% of the
gross revenues of the System for the preceding month until there
is accumulated an amount of $3,000, plus such additional amount as
may be necessary to meet estimated needs for the current and next
suceeding year. So long as the required amount is maintained pay-—
mentg into the Depreciation Fund may cease but shall be resumed as
necessary to maintain the required amount of paying the cost of
necessary replacements made necessary by the depreciation of the
System or for the cost of economically justifiable extensions to
the distribution system; provided, however, that moneys in the
Depreciation Fund may be used to the extent necessary to prevent a
default in the payment of the principal of and interest on outstand-
ing bonds as the same become due and to maintain the debt service
reserve in the required amount.

If in any fiscal year a surplus shall be accumulated in the
Depreciation Fund over and above the reguired amount, such surplus
may be transferred and paid into the Revenue Fund.

SECTION 15. Any surplus in the Revenue Fund, after making
full provision for theother funds hereinabove provided for, may
be used, at the option of the Town, for the redemption of bonds

Prior to maturity in accordance with the redemption provisions

RO,



herein set forth, for betterments and improvements to the System,
or for any other lawful municipal purpose.

SECTION 16. Payments from the respective funds shall be made
by check or voucher, signed by the Town Treasurer and the Mayor,
and drawn on the depository. Each such check or voucher shall
briefly specify the purpose of the expenditure.

SECTION 17. The System shall be operated on a calendar ysar
basis, beginning January 1 and ending December 31 of each year.

SECTION 18. The principal of the bond shall be subject to
prepayment priox to maturity as provided in the bond form in
Section 6 hereof,

SECTION 19. As long as any portion of principal of the bond
is outstanding, the Town shall not issue or attempt to issue any
bonds having or claimed to be entitled to a priority of lien on
the revenues of the System over the lien securing the bond of this
issue, including any and all future extensions, betterments and
improvements to the System.

Nothing herein shall be construed in any manner £o prevent the
issuance by the Town of additional revenue bonds to finance or pay
rhe cost of constructing extensions, betterments and improvements
to the System; however, any such additional bonds shall not be issued
on a parity with the outstanding bond of this issue unless and until
there shall have been procured and filed in the office of the Town
Recorder a statement by a certified public accountant not in the
regular employ of the Town reciting the opinion that the mnet revenues
(net revenues being gross ravenues of the System less operation and
maintenance expenses) of the System for the fiscal year preceding
the year in which such parity bonds are to be issued were not less
than 120% of the average annual debt service requirements (principal,

interest and Paying Agent's fees) on all outstanding bonds to which



the revenues of theSystem are pledged and the bonds then proposed
to be issued,

The additional bonds, the issuance of which is restricted and
conditioned by this Section 19, shall not be deemed to mean bonds
the security and source of payment of which are subordinate and
subject to the priority of the bond herein authorized.

SECTION 20. It is covenanted and agreed by the Town with the
nolder of the bond that it will faithfully and punctually perform
211 duties with reference to the System reguired by the Constitution
and laws of the State of Arkansas and by this Ordinance, including,
without limitation, the making and collecting of reasonable and
sufficient rates lawfully established for services rendered by the
System, segregating the revenues of the System and applying them to
the respective funds herein created.

SECTION 21. The Town will keep in compliance with Act 148 of
the 1973 Acts of Arkansas (Sections 19-5201, et seg. Ark. Stats.)
proper records, books and accounts relating to the operation of the
System, which shall be kept separate frxom all other records and
accounts of the Town, in which complete and correct entries shall
be made of all transactions relating to the operation of the System.
such books shall be available for inspection by the holder of the
bond, or the agent or the representative of any bondholder, at
reasonable times and under reasonable circumstances. The Town
agrees to have these records audited by an independent certified
public accountant at least once each year. If the United States
of america holds the bond, the Town will furnish to the United
States of America, or, so long as any principal or interest of the
bond remains outstanding, the Town will furhish, if sO requested,

in writing, to the bondholder or registered owner, a copy of this
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audit. In the event the Town fails or refuses to furnish or cause
such audit to be furnished, any holder or registered owner of the
bond, may have the audit made, and the cost thereof shall be charged
against the Operation and Maintenance Fund.

SECTION 22. The Town covenants and agrees that it will maintain
the System in good condition and operate it in an efficient manner
and at reasonable cost. While the bond is outstanding the Town
agrees that it will insure, and at all times keep insured, in the
amount of the actual value thereof, in arresponsible insurance
company Or companies authorized and qualified under the laws of
the State of Arkansas to assume the risk therecf, all properties of
the System against loss or damage thereto from fire, lightning,
tornado, winds, riot, strike, civil commotion, malicious damage,
explosion, and against loss or damage from any other causes custom-
arily insured against by private companies engaged in a similar type
of business. In the event of loss, the proceeds of such insurance
shall be applied solely toward the reconstruction, replacement or
repair of the System; and in such event, the Town will, with reason-
able promptness, cause to be commenced and completed the reconstruct-
ion, replacement and repair work. If such proceeds are more than
sufficient for such purposes, the balance remaining shall be deposited
£o the credit of the Revenue Fund, and if such proceeds shall be in-
sufficient for such purposes, the deficiency shall be supplied, first,
from moneys in the Depreciation Fund; second, from moneys in the
Operation and Maintenance Fund; and third, from available moneys in
the Revenue Fund. Nothing herein shall be construed as requiring
the Town to expend any funds for operation and maintenance of the
System or for premiums on its insurance which are derived from
sources other than the operation of the System, but nothing herein

shall be construed as preventing the Town from doing so.



SECTTON 23. So long as the bond is outstanding, the Town
covenants and agrees that it will not mortgage, pledge, or other-
wise encunber the System or any part thereof, including any and all
betterments and improvements theretd Or any revenues therefrom,
except as herein provided, and will not sell, lease, or otherwise
dispose of any substantial portion of the same. To the end that a
record of the pledge of the revenues and of the agreement not to
mortgage the System may be preserved, the Town Recorder is hereby
authorized and directed to file with the County Recorder of Wash-
ington County, Arkansas, a copy Of this Ordinance duly certified,
with instructions that the same be recorded in the office of the
county Recorder as in the case of deeds and mortgages.

SECTION 24. (a). If there be any default in thepayment of the
principal of or interest on the bond, or if the Town defaults in any
1975 Bond Fund requirement or in the performance of any of the other
covenants contained and set forth in this Ordinance, the holder or
registered owner, may by proper sult compel the performance of the
duties of the officials of the Town as set forth in Arkansas Acts
1933, No. 131, as amended, and in this Ordinance. And, in the case
of a default in the payment of the principal of and interest on the
outstanding bond, or if the Town fails to comply with any other
obligation which it herein assumes, the holder or registered owner
may appear in a proper action to a court of competent jurisdicticn
for the appointment of a receiver to adminster the System on behalf
of the Town and the bondholder or registered owner with power to
charge and collect (or by mandatory injunction or otherwise to cause
to be charged and collected) rates sufficient to provide for the pay-
ment of the expenses of operation and maintenance and to pay any

ponds and interest outstanding and to apply the revenue in conformity



with the provisions of Arkansas Act 1933, No. 131, as ameénded, and
with this Ordinance. When all defaults in principal and interest
payments have been cured, the custody and operation of the System
shall revert to the Town,

(b} It is understood and intended that no holder or registered
owner of the bond hereby secured shall have ahy right in any manner
whatever by his or its action to affect, disturb or prejudice the
security of this Ordinance, or to enforce any right hereunder except
in the manner herein provided, that all proceedings at law or in
equity shall be instituted, had amd maintained in the manner herein
rovided and for the benefit of all holders or registerd ownexs of
the outstanding bonds and coupons, and that any individual rights
of action or cther right given to such holder or registered owner by
law are restricted by this Oxrdinance to the rights and remelies
herein provided.

(c) No remedy conferred upon or resarved to the holder or
registered owner of the bond is intended to be exclusive of any
other remedy or remedies, and each and every such remedy shall be
cumulative and shall be in addition to every other remedy given
hereunder or awvailable under the law.

(d) No delay or omission of any holder or registered owner of
the bond to exercise any right or power accrued upon any default
shall impair any such right or power or shall be construed to be a
waiver of any such default or any acquiescence therein; and every
power and remedy given by this Ordinance to the holder and registered
owner of the bond, respectively, may be exercised from time to time
and as often as may be deemed expedient.

(e) The holder or registered owner of the bond then ocut-

standing may waive any default which shall have been remedied before
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the entry of final judgment or decree in any suit, action or pro-
ceeding instituted under the provisions of this Crdinance or bebre
the completion of the enforcement of any cther remedy, but no such
waiver shall extend to or affect any other existing or any sub-
seguent default or defaults or impair any rights or remedies con-
sequent thereon.

SECTION 25. That when the bond herein authorized {temporary
bonds and permanent bonds) have been executed by the Mayor and Town
rRecorder and the seal of the Town impressed, as herein provided,
they shall be delivered to the lender upon delivery of the loan
proceeds. The proceeds fyrom the loans shall be disburged as follows:

{a) In the case of the temporary bonds, the amount necessary
to provide for the payment of interest during the construction period
shall be deposited in the 1975 Bond Fund and the balance of the pro-
ceeds shall be deposited in a special account of the Town designated
"Water Construction Fund" (the “Construction Fund") in a bank that is
a member of the Federal Deposit Insurance Corporation and used for
che payment of the costs of construction and paying necessary ex-
penses incidental thereto, including legal and engineering fees
and expenses.

(b) 1In the case of the permanent bond, the amount necessary,
if any, to pay in full the outstanding pringipal and accrued interest
to date of payment of any temporary bonds shall be used for that
purpose, and the balance shall be deposited into the Construction
Fund and used for the accomplishment Of the improvements and the
payment of expenses incurred by the Town in authorizing, selling
and issuing the bond that has not been accomplished and paid with
the temporary bond proceeds. Méneys in the construction Fund in

excess of the amount insured by the Federal Deposit Insurance
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Corporation shall be continuously secured by bonds or other direct
or fully guaranteed obligations of the United States of America,
except that any moneys invegted as hereinafter authorized need not
ke so secured.

The moneys in the Construction Fund shall be disbursed solely
in payment of the cost ofthe construction, paying necessary expen-
ses incidental thereto, paying expenses of issuing the bond and
paying interest on the bond during construction. Disbursements
shall be on the basis of checks or reguisitions which shall contain
at least the following infOrmation:V The person, firm Or corporation
to whom payment is being made; the amount of thepayment; and the
purpose by general classification of the payment. Each check ox
requisition must be signed by the individual occupying the manag-
ing office of the System, and in the case of all items of expense
over which the consulting engineers shall exercise supervision
{which shall include all expenses except engineering fees, legal
fees, expenses pertaining to the issuance of the bond and interest
during construction) each check or requisition shall be accompanied
by a certificate signed by the consulting engineers (or by a repre-
sentative thereof desigpnated by the consulting engineers), certi-
fying approval thereof. TIn the case of requisitions, the depository
shall issue its check upon the Construction Fund payable to the
person, firm or corporation designated in the requisition. The
depository of the Construction Fund shall be required to keep
records as to all payments made on the basis of requisitions, and
the managing officer of the System shall keep records of all pay-
ments made on the basis of checks.

When the construction of the Project shall have been completed,
this fact shall be evidenced by the filing with the depository in

which the Construction Fund is deposited of a certificate signed by
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the managing officer of the System, and the consulting engineer,
which certificate shall state the date of such completion and shall
state that all obligations which are payable from the Construction
Fund have been discharged. TUpon receipt of the above certificate
the depository with which the Construction Fund is deposited shall
pay Or transfer any remaining balanhce pursuant to the written
direction or check signed by the managing officer of the System

and one other person designated by the Town Council with any such
remaining balance to be transferred into the 1975 Bond Fund, and

if such balance amounts together with the present debt service
reserve in the 1971 Bond Fund in excess of $7,900, such excess shall
be immediately applied to the prepayment of principal of the bond
prior to maturity. The Town shall require the depository to execute
an appropriate Deposit Agreement embodying the substance of the pro-
visions ©f this Section 25.

SECTION 26. (a) Moneys held for the eredit of the Construction
Fund which exceed the estimated disbursements on account of the pro-
ject for the next ninety (90) days shall, as nearly as may be practi-
cable, be continuously invested and reinvested in direct obligation
of, or obligations the principal of and interest on which are fully
guaranteed by, the United States Government, which mature not later
than eighteen (18) months after the date of such investment and
which shall be subject to redemption at any time by theholder or
registered owner thereof.

(b) Moneys held for the credit of the debt service reserve in
the 1975 Bond Fund shall be continuously invested and reinvested in
direct obligations of, or obligations the principal of and interest
on which are fully guaranteed by, the United States Government,

which shall mature, or which shall be subject to redemption by the
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holder or registered owner thereof, at the option of such holder
or registered owner, not later than ten (10} years after the date
of investment.

(¢) Moneys held for the credit of any other fund, may, at the
option of the Town, be invested and reinvested by the Town in
direct obligations of, or obligations the principal of and interest
on which are fully guaranteed by, the United States Government,
which shall mature, or which shall be subject to redemption by the
holder or registered owner thereof at the option of such holder or
registered owner, not later than the date or dates when the moneys
held for the credit of the particular fund will be required for
the purpose intended.

{d) Obligations so purchased as an investment of moneys 1in
any such fund shall be deemed at all times to be a part of such
fund, and the interest accruing thereon and any profit realized
from such investment shall be credited to such fund, and any loan
resulting from such investment shall be charged to such fund. HOw-
ever, in the case of earnings on investments of moneys in the debt
service reserve which increase the amount thereof in excess of the
required level, earnings to the extent of such excess need not be
retained in the debt service reserve and may be used as any othex
noneys in the 1975 Bond Fund are permitted to be used pursuant to
the provisions of this Ordinance, and earnings on investments of
moneys in the Depreciation Fund which increase the amount thereof
in excess of the required level may be treated as surplus and trans-
ferred to the 1974 Bond Fund.

(e} Moneys so invested in United States Government obligations,
as zbove defined, need not bhe secured by the depository bank.

SECTION 27. That in the event the office of Mayor, Town

Recorder, Town Treasurer or Town Council shall be agbolished, or any



two or more of such offices shall be merged or consolidated, or in
the event the duties of a particular office shall be transferred to
another office or officer, or in the event of a vacancy in any
such office by reason of death, resignation, removal f£rom office
or otherwise, or in the event any such officer shall become in-
capable of performing the duties of his office by reason of sick-
ness, absence from the Town or otherwise, all powers conferred and
all obligations and duties imposed upon such office or officer shall
be performed by the office or officer succeeding to the principal
functions thereof, or by the office or officer upon‘whom such powers,
obligations and duties shall be imposed by law. In this regard, if
the Town should ever fail to maintain the office of Treasurer, the
duties of the Treasurer hereunder shall be performed by the Town
Recorder.

SECTION 28. The provisions of this Ordinance shall constitute
a binding contract between the Town and the holder or registered
owner of the outstanding bond, and the Town will at all times
strictly adhere to the terms and provisions hereof and fully dis-
charge all of its obligations hereunder. Subject to the terms
and provisions contained in this Section and not otherwise, the
holder or registered owner of the bond then outstanding shall have
the right, from time to time, anything contained in this Ordinance
to the contrary notwithstanding, to consent to and approve the
adoption by the Town of such ordinance supplemental hereto as shall
be necessary or desirable for the purpose of modifying, altering,
amending, adding to or rescinding, in any particular, any of the
terms or provisions contained in this Ordinance or in any supple-
mental ordinance; provided, however, that nothing herein contained
shall permit or be construed as permitting (a) an extension of the

maturity of the principal of or interest on the bond issued here-



under, or (b) a reduction in the principal amount of the bond or
the rate of interest thereon, or {(c) the creation of a lien upon
or a pledge of revenuss other than as expressly authorized by the
appropriate provisions of this Ordinance as now adopted, or {4}
the creation of a privilege or priority of any bond or bonds over
any other bond or bonds, or (e} a reduction in the aggregate princi-
pal amount of the bond required for consent to such supplemental
ordinance.

SECTION 29. Because there is ho newspaper published in the
Town of Tomtitown, the Mayor and Town Recorder are hereby directed
to post a certified copy of this Ordinance in at least five (5)
public places within the Town a notice signed by them, in substanti-
ally the following form, and attached to and preceding this Ordin-

ance:
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NOTICE

Notice is hereby given that the Town Council of the Town of
Tonktitown, Arkansas, has adopted the Ordinance hereinafter set
out; that the Town contemplates the issuance of a Water Revenue

Bond, Series 1975, described in the Ordinance; that any person

21

interested may appear before the Town Council on the day

<

of April , 19 75, 3% e olclock, 1 .M., at the

usual meeting place of the Council held in Tontitown and present
protests. At such hearing all objections and suggestions will be
heard, and the Council will take such action as is deemed proper

in the premises.

DATED this 0 day of _ APTil , 19 75,




SECTION 30. This Ordinance shall not create any right of
any kind, and no right of any kind shall arise hereunder pursuant
to.it, until the bond authorized by this Ordinance shall be issued
and delivered.

SECTION 31. The provisions of this Ordinance are hereby
declared to be separable, and if any provision shall for any reason
be held illegal or invalid, it shall not affect the validity of the
remainder of the Ordinance.

SECTION 32. References in this Ordinance to "holder" or
»pondholder” shall, when appropriate, be deemed to include the
registered owner cof the bond registered as to principal or as to
principal and interest.

SECTION 33. All ordinances and resolutions and parts thereof
in conflict herewith are hereby repealed to the extent of such
conflict.

SECTION 34. It is hereby ascertained and declared that funds
are lmmediately necessary for financing the cost to be borne by
the Town of extensions, betterments and improvements to the System
in order to preserve the health and welfare of the inhabitants of
the Town, and te remove the existing hazards thereto, and said
improvements cannot be made without the issuance of this bond.

It is, therefore, declared that an emergency exists requiring this
Ordinance to take effect and be in force from and after its adopt-
ion for the preservation of the public peace, health and safety,

and it is so ordained.

PASSED: April g, 1975 APPROVED :
. 4 PR = 57:/
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CERTIFICATE

The undersigned, Town Recorder of the Town or Tontitown,
Arkansas, hereby certifies that the foregoing pages, numbered
from 1 to 33 , inclusive, are a true and perfect copy of
Ordinance No. 99 , adopted at a special session of the
Town Council of the Town oFf Tontitown, Arkansas, held at the
regular meeting place in sald Towh at 8:00 a'clock, Ei;,:M-a
on the Y day of April , 19 75 , and that the

ordinance is of record in Ordinance Record Book No.

page 175 | now in my possession,

GIVEN under my hand and seal on this 9  day of __#ApTil |
/,/

19 75. «/i)
— _ ; o C
‘ {A//[’}?LALW_{Q\

TOWN RECORDER 7 -

(SEAL)



NOTICE

Notice is hereby given that the Town Council of the Town Of
Tontitown, Arkansas, has adopted the Ordinance hekeinafter set
out; that the Town contemplates the isguance of a Water Revenue
Bond, Series 1975, described in the Ordinance; that any person

interested may appear before the Town Council on the _21  day

of April , 1975 , at é@ggjo‘clock, P _.M., at the

usual meeting place of the Council held in Tontitown and present
protests. At such hearing all objections and suggestions will be
heard, and the Council will take such action as is deemed proper

in the premises.

DATED this _ O _ day of ___ April , 1975,




