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MEMORANDUM - AGENDA CHANGES/SUPPLEMENTAL PACKET

TO: MAYOR WYTHE AND HOMER CITY CQUNCIL
FROM: JO JOHNSON, CMC, CITY CLERK
DATE: FEBRUARY 25, 2013

SUBIJECT: AGENDA CHANGES AND SUPPLEMENTAL PACKET

PLBLIC HEARINGS

Ordinance 13-03(S)(2), An Ordinance of the City Council of Homer, Alaska,
Authorizing the City to Issue a Natural Gas Distribution Special Assessment Bond In
the Principal Amount of Not to Exceed $12,700,000 to Finance the Design and
Construction of Natural Gas Distribution Improvements in the City, Fixing Certain
Details of Such Bond and Authorizing Its Sale; and Repealing HCC Chapter 17.08.
City Manager. Page 1

Loan Agreement Page 13

CITY MANAGER'S REPORT

Thank you from the Kenai Peninsula Economic Development District for sponsoring
the 2013 Industry Outlook Forum. Page 23

Homer Volunteer Fire Department Letter of Commendation to Firefighters

Page 25
RECOMMENDATION:
Voice consensus to changes under Agenda Approval.

Fiscal Note: N/A
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CITY OF HOMER
HOMER, ALASKA
City Manager
ORDINANCE 13-03(8)(2)

AN ORDINANCE OF THE CITY COUNCIL OF HOMER,
ALASKA, AUTHORIZING THE CITY TO ISSUE A NATURAL
GAS DISTRIBUTION SPECIAL ASSESSMENT'BOND IN THE
PRINCIPAL AMOUNT OF NOT TO EXCEED $12,700,000 TO
FINANCE THE DESIGN AND CONSTRUCTION OF
NATURAL GAS DISTRIBUTION IMPROVEMENTS IN THE
CITY, FIXING CERTAIN DETAILS OF SUCH BOND AND
AUTHORIZING ITS SALE; AND REPEALING HCC CHAPTER
17.08.

WHEREAS, On Febmary 11, 2013, the Council adopted Ordinance 13-02 creating the
City of Homer Natural Gas Distribution Special Assessment District (“District”), and authorizing
the City Manager to proceed with the design and construction of a natural gas distribution system
in the District (the “Improvement”), and negotiate for the sale of special assessment bonds or
other financing for the construction of the Improvement for Council approval; and

WHEREAS, Interim financing for the Improvement is required in anticipation of the
levying of special assessments against the real property in the District, and after the levying of
the assessments, long-term financing for the Improvement will be required; and

WHEREAS, AS 29.46.130 and AS 29.46.140 authorize the City of Homer “City”
respectively to issue notes to obtain interim financing for improvements in a special assessment
district, and to issue bonds to obtain long-term financing for improvements in a special

.. assessment district, in each case payable out of special assessments for the improvement, without

voter approval; and

WHEREAS, The City Manager has negotiated a Loan Agreement between the Kenai
Peninsula Borough (“Lender”) and the City, the form of which is now before this meeting, which
provides for the Lender to purchase a bond to finance the Improvement on the terms and
conditions set forth therein and in this Ordinance, and it is in the best interest of the City that the
City sell the bond to the Lender under such terms and conditions; and

WHEREAS, Homer City Code Chapter 17.08, regarding special assessment bonds,
contains terms that are obsolete and conflict with the terms of the financing authorized by this
ordinance, and should be repealed.

NOW, THEREFORE, THE CITY OF HOMER ORDAINS:

Section 1 — Definitions. In addition to the terms that are defined in the recitals above, the
following terms shall have the following meanings in this Ordinance:
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ORDINANCE 13-03(5)2)
CITY OF HOMER

"Bond Register" means the registration books maintained by the Registrar as Bond
registrar, which include the names and addresses of the owners or nominees of the owners of the
Bond.

"Bond” means the "Natu:al'Gas Distribution Special Assessment Bond, 2013" of the
City, the issuance and sale of which are authorized herein.

"City" means the City of Homer, a municipal corporation of the State of Alaska,
organized as a first class city under Title 29 of the Alaska Statutes.

"Council" means the Council of the City of Homer, as the general legisiative authority of
the City, as the same shall be duly and regularly constituted from time to time.

“District” means the Homer Natural Gas Distribution System Special Assessment District

.created by Ordmance 13-02.

“ENSTAR” means ENSTAR Natural Gas Company, a division of Semco Energy, Inc., a
M1ch1gan corporzmon

“Guaranty Fund” means the fund of that name creaied by Sectlon 13.

“Improvement” means the natural gas dlsmbuuon system to be constructed in the
District.

. “Lender” means the Kenat Peninsula Borough, a mumicipal corporation of the State of
Alaska, organized as a second class borough under Title 29 of the Alaska Statutes.

“Loan Agreement” means the Loan Agreement between the City and the Lender
concerning the Bond.

"Ordinance™ means this Ordinance 13-03(S) of the City.

"Registered Owner" means the person named as the registered owner of a Bond in the
Bond Register. The Lender is the initial Registered Owner. -

"Registrar” means the City Treasurer, or any successor that the City may appoint by
resolution.

“Reserve Fund” means the fund of that name created by Section 14.

“Sinking Fund” means the fund of that name created by Section 13.
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ORDINANCE 13-03(S)(2)
CITY OF HOMER

"Special Assessments" means all special assessments to be levied against real property in
the District to pay the costs of the Improvement.

Section 2 — Authorization of Bond and Purpose of Issuance. For the purpose of providing
the funds necessary to pay the costs of designing and constructing the Improvement, to pay
interest on the Bond during the construction of the Improvement, the funding of the reserves
required herein, and to pay all costs incidental thereto and to the issuance of the Bond, the City
shall issue the Bond in a principal amount equal to the aggregate amount of the advances that the
Registered Owner makes to the City for such purposes, but not to exceed $12,700,000.

Section 3 — Obligation of Bond. The Bond is a special obligation of the City and is
payable solely from assessments to be levied against the real property in the District for the
Improvement, and funds pledged for the payment of the Bond under this Ordinance. Said
assessments shall constitute a sinking fund for the payment of principal of and interest on the
Bond. Neither the faith and credit nor the taxing power of the City is pledged for the payment of

the Bond.

Section 4 — Description of Bond. The Bond shall be designated "City of Homer Natural
Gas Distribution Special Assessment Bond, 2013," shall be issued in fully registered form, and
shall be numbered in the manner and with such additional designation as the Registrar deems
necessary for purposes of identification, and may have endorsed thereon such legends or text as
rady be necessary or appropriate to' conform to the rules and regulations of any governmental
authority or any usage or requirement of law with respect thereto, The Bond shall be dated as of
its delivery date.

The Bond shall bear interest from its date at a rate of Four Percent (4.0%) per annum, and
shall be payable in two payments of interest only on the 1% days of April 2014 and 2015, and ten
equal annual installments of principal and interest, commencing on the 1% day of April 2016 and
continuing on April 1 of each year thereafter, until April 1, 2025, when the remaining principal
balance of the Bond, plus accrued interest, shall be due and payable. Interest will be computed
on the basis of a 360-day year consisting of twelve 30-day months.

Section S — Optional Redemption. The Bond shall be subject to optional redemption in
whole or in part at any time, at a redemption price equal to the principal amount of the Bond to
be redeemed plus accrued interest to the date of redemption.

Section 6 — Notice of Redemption. Notice of any intended redemption of the Bond shall
be given not less than 10 nor more than 45 days prior to the date fixed for redemption by first
class mail to the Registered Owner of the Bond at its address as it appears on the Bond Register
on the day the notice is mailed. The requirements of this section shall be deemed to be complied
with when notice is mailed as herein provided, whether or not it is actually received by the
Registered Owner. All official notices of redemption shall be dated and shall state the
redemption date and the redemption price.
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ORDINANCE 13-03(S)(2)
CITY OF HOMER

Section 7 — Form of Bond. The Bond shall be in substantially the following form, with
such variations, omissions and insertions as may be required or permitted by this Ordinance:

UNITED STATES OF AMERICA
'STATE OF ALASKA
CITY OF HOMER

No. | $_
NATURAL GAS DISTRIBUTION SPECIAL ASSESSMENT BOND, 2013

REGISTERED OWNER:

PRINCIPAL AMOUNT:

The City of Homer (the “City”), a municipal corporation of the State of Alaska,
acknowledges itself indebted and for value received promises to pay (but only out of the sources
mentioned herein) to the Registered Owner identified above, or its registered assigns, a principal
amount equal to the aggregate amount of the advances that the Reglstered Owner makes to the
City to pay t the costs of demgnmg and constructing the Improvement to pay interest on the Bond
during the constructmn of the Improvement, the funding. of the reserves reqmred herem, and to
pay.all costs mc1dental thereto and to the issuance, of the Bond, but not to, exceed Twelve lehon
Seven Hundred Thousand Dollars ($12 700, 000) together wn‘h accrued interest on the
outstanding prmcxpal amount of this Bond at a rate of Four Percent (4.0%) per annum. This
Bond is payable in two paymenis of interest only on the 1 days of April 2014 and 2015, and ten
equal annual installments of principal and interest, commencing on the 1% day of Apnl 2016 and
continuing on April 1 of each year thereafter, until April 1, 2025, when the remaining principal
balance of the Bond, plus accrued interest, shall be due and payable. Both principal of and
interest on this Bond shall be payable in any lawful money of the United States of America
which at the time of payment is legal tender for the payment of public and private debts. Interest
on this Bond shall be computed on the basis of a 360-day year consisting of twelve 30-day
months. Installments of principal and interest on this Bond shall be paid at the office of the

Registered Owner in Soldotna, Alaska, or at the option of the Registered Owner at the office of
the Treasurer of the City in Homer, Alaska

This Bond is subject to prepayment by or on behalf of the City, in whole or in part, at any

time without penalty, upon notice as provided in the Ordinance referred to below (the
“QOrdinance™).

This Bond is issued pursuant to Chapter 46, Title 29 of the Alaska Statutes and Ordinance
13-03(S) of the City duly and regularly adopted February 25, 2013, for the purpose of providing
funds to pay the costs of designing and constructing a natural gas distribution system (the
“Improvement”) in the City of Homer Naturat Gas Distribution Special Assessment District, and
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ORDINANCE 13-03(S)(2)
CITY OF HOMER

is the single registered Bond entitled $12,700,000 City of Homer Natural Gas Distribution
Special Assessment Bond, 2013. _

THIS BOND IS PAYABLE SOLELY FROM ASSESSMENTS TO BE LEVIED
AGAINST THE REAL PROPERTY IN THE CITY OF HOMER NATURAL GAS
DISTRIBUTION SPECIAL ASSESSMENT DISTRICT, AND FUNDS PLEDGED FOR THE
PAYMENT OF THE BOND UNDER THE ORDINANCE, AND IS NOT A GENERAL
OBLIGATION OF THE CITY, AND NEITHER THE FAITH AND CREDIT NOR THE
TAXING POWER OF THE CITY IS PLEDGED FOR ITS REPAYMENT.

IT IS HEREBY CERTIFIED and declared that this Bond is issued pursuant to and in
strict compliance with the Constitution and laws of the State of Alaska and the ordinances of the
City of Homer, and that all acts, conditions and things required to happen, to be done and to be
performed precedent to and on the issuance of this Bond have happened, been done and been

performed.

IN WITNESS WHEREOF, the City of Homer, Alaska, has caused this Bond to be
executed by the signature of its Mayor and attested by its Clerk under the seal of the City on this

day of March, 2013.
CITY OF HOMER
FRANCIE ROBERTS, MAYOR
PRO TEMPORE
ATTEST:

JO JOHNSON, CMC, CITY CLERK

Section 8 — Execution, The Bond shall be executed in the name of the City by the
signature of the Mayor, and its corporate seal shall be impressed or otherwise reproduced thereon
and attested by the signature of the City Clerk. The execution of the Bond on behalf of the City
by persons who at the time of the execution are duly authorized to hold the proper offices shall
be valid and sufficient for all purposes, although any such person shall have ceased to hold office
at the time of delivery of the Bond or shall not have held office on the date of the Bond.

Section 9 — Payment of Principal and Interest. The Bond shall be payable in lawful
money of the United States of America which at the time of payment is legal tender for the

payment of public and private debts. Installments of principal and interest on the Bond shall be
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ORDINANCE 13-03(3)(2)
CITY OF HOMER

payable on the due date in immediately available funds at the office of the Registered Owner in
Soldotna, Alaska, or at another location specified at the option of the Registered Owner;
provided that the final installment of the principal of the Bond, plus accrued interest, shall be

payable upon presentation and surrender of the Bond by the Registered Owner at the office of the
Registered Owner in Soldotna, Alaska.

" Section 10 — Registration,

() Bond Register. The Bond shall be issued only in registered form as to both
principal and interest. The Registrar shall keep, or cause to be kept, a Bond Register at its

principal office. The Treasurer of the City is hereby appointed as Registrar and paying agent for
the Bond. _

(b)  Registered Ownership. The City and the Registrar, each in its discretion, may
deem and treat the Registered Owner of the Bond as the absolute owner thereof for all purposes,
and neither the City nor the Registrar shall be affected by any notice to the contrary. Payment of
the Bond shall be made only as described in Section 9, but such registration may be transferred
as herein provided. All such payments made as described in Section 9 shall satisfy and discharge
the liability of the City upon the Bond to the extent of the amount or amounts so paid.

(c) Transfer or Exchange of Registered Ownership. The registered ownership of the
Bond may be transferred or exchanged, but no transfer of the Bond shall be valid unless it is
surrendered to the Registrar with the assignment form appearing on such Bond duly executed by
the Registered Owner or such Registered Owner's duly authorized agent in a manner satisfactory
to the Registrar. Upon such surrender, the Registrar shall cancel the surrendered Bond and shall
cause to be executed and delivered, without charge to the Registered Owner or transferee, a new
Bond (or Bonds at the option of the new Registered Owner) of the same date, maturity and
interest rate and for the same aggregate principal amount, naming as Registered Owner the
person or persons listed as the assignee on the assignment form appearing on the surrendered and
canceled Bond. The Bond may be surrendered to the Registrar and exchanged, without charge,
for an equal aggregate principal amount of Bonds of the same date, maturity, and interest rate.

The Registrar shall not be obligated to transfer or exchange the Bond followmg any notice of
redemption.

Section 11 — Lost Stolen, Destroyed or Mutilated Bond. Upon surrender to the Registrar
of a mutilated Bond, the City shall execute and deliver a new Bond of like maturity and principal
amount. Upon filing with the Registrar of evidence satisfactory to the City that a Bond has been
destroyed, stolen or lost and of the ownership thereof, and upon furnishing the City with
indemnity satisfactory to it, the City shall execute and deliver a new Bond of like maturity and
principal amount. The person requesting the execution and delivery of a new Bond undeér this
section shall comply with such other reasonable regulations as the City may prescribe and pay
such expenses as the City may incur in connection therewith.
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ORDINANCE 13-03(S)(2)
CITY OF HOMER

Section 12 — Application of Bond Proceeds. The proceeds of the sale of the Bond shall
be applied to pay the costs of designing and constructing the Improvement, including the funding
of the resérves required herein, and to pay all costs incidental thereto and to the issuance of the
Bond, including without limitation the costs of the Lender as provided in the Loan Agreement,
and shall be deposited in the appropriate funds or accounts of the City for such purposes.

Section 13 — Sinking Fund. A special fund of the City designated the "City of Homer
Natural Gas Distribution Special Assessment Bond Sinking Fund" is hereby created for the
purpose of paying and securing the payment of the Bond. The Sinking Fund shall be held
separate and apart from all other funds and accounts of the City and shall be a trust fund for the
Registered Owner of the Bond. Payments of principal and interest on assessments levied for the
Improvement in the District shall be deposited in the Sinking Fund. Amounts in the Sinking
Fund shall be used to pay principal and interest on the Bond, and are hereby pledged for that

.purpose. Prepayments of assessments shall be applied to prepay the principal of the Bond; and

upon any such prepayment the amortization of the principal of the Bond shall be adjusted so that
each remaining scheduled payment of principal and interest on the Bond shall be in an equal
amount.

Section 14 — Reserve Fund.

(@ A special fund of the City designated the "City of Homer Natural Gas Distribution
Special Assessment Bond Reserve Fund" is hereby created for the purpose of paying and
securing the payment of the Bond, and is hereby pledged for that purpose. The Reserve Fund
shall be held separate and apart from all other funds and accounts of the City and shall be a trust
fund for the Registered Owner of the Bond. There shall be paid into the Reserve Fund:

(1)  That part of the proceeds of the Bond which is designated for deposit in
the Reserve Fund by the Loan Agreement; and

(@)  All monies received from ENSTAR as refunds of main extension
advances or free main allowance arising out of new customers connecting to the
Improvement; and

(3) Any Sinking Fund and Guaranty Fund balances remaining after the
discharge of the Bond.

(b)  Until the Bond has been discharged, the funds in the Reserve Fund may be used
only to pay the difference between the amount of principal and interest due on the Bond and the
amount in the Sinking Fund that is available to pay that principal and interest; provided, if the
Finance Director determines that the amount of funds available in the Reserve Fund exceeds the
amount of the next annual installment of principal and interest due on the Bond, the Finance
Director may apply such excess to a prepayment of the Bond.



304
305
306
307
308
309
310
311
312
313
314
315
316
317
318
319
320
321
322
323
324
325
326
327
328
329
330
331
332
333
334
335
336
337
338
339
340
341
342
343
344
345
346

Page 8 of 11
ORDINANCE 13-03(8)(2)
CITY OF HOMER

. (¢) - At such time as the Finance Director determines that the sum of the amounts in
the Reserve Fund, the Guaranty Fund and the Sinking Fund equals or exceeds the amount
required to (i) discharge the Bond, (ii) pay all refunds of assessments required upon discharge of
the Bond, and (iii) pay any other amounts that may be owing on the Bond, the Finance Director
shall cause such payment to be made and the Bond to be discharged.

Section 15.— Guaranty Fund. A special fund of the City designated the "City of Homer
Natural Gas Distribution Special Assessment Bond Guaranty Fund" is hereby created for the
purpose of paying and securing the payment of the Bonds, and is hereby pledged for that
purpose. The Guaranty Fund shall be held separate and apart from all other funds and accounts
of the City and shall be a trust fund for the Registered Owner of the Bonds. The Council
annually shall appropriate to the Guaranty Fund a sum the Council determines to be adequate,
with all other available funds, to cover a. deficiency in the funds available to pay principal and
interest on the Bonds if the reason for the deficiency is nonpayment of assessments when. due.
Money received from actions taken against property for nonpayment of assessments levied in the
District shall be credited to the Guaranty Fund. Amounts in the Guaranty Fund shall be used to
pay principal and interest on the Bonds when other funds are not available for that purpose.

Section 16 — Amendatory and Supplemental Ordinances.

fa) - The Council from time to time and 4t any time may adopt an Ordinance or
Ordmances supplemental hereto, which Ordinance or. Ordmances thereafter shall become a part
of this Ordinance, for any-one or more of the followmg purposes:

(1) To add to the covenants and agreements of the City in this Ordinance,
other covenants and agreements thereafter to be observed, or to surrender any nght or
power herein reserved to or conferred upon the City.

(2)  To make such provisions for the purpose of curing any ambiguities or of
curing, correcting or supplementing any defective provision contained in this Ordinance
or in regard to matters or questions arising under this Ordinance as the Council may deem
necessary or desirable and not inconsistent with this Ordinance and which shall not
adversely affect the interests of the Registered Owner of the Bond.

Any such supplemental Ordinance may be adopted without the consent of the Registered
Owner of the Bond, notwithstanding any of the provisions of subsection (b) of this section.

(b)  With the consent of the Registered Owners of not less than 60 percent in
aggregate principal amount of the Bond at the time outstanding, the Council may adopt an
Ordinance or Ordinances supplemental hereto for the purpose of adding any provisions to or
changing in any manner or eliminating any of the provisions of this Ordinance or of any
supplemental Ordinance; provided, however, that no such supplemental Ordinance shall:
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ORDINANCE 13-03(3)(2)
CITY OF HOMER

(1)  Extend the due date of any principal installment payable under the Bond,
or reduce the rate of interest thereon, or extend the time of payments of interest from their
due date, or reduce the amount of the principal thereof, or reduce any premium payable
on the redemption thereof, without the consent of the Registered Owners of all of the
Bond so affected; or

(2)  Reduce the aforesaid percentage of Registered Owners of the Bond
required to approve any such supplemental Ordinance without the consent of the
Registered Owners of all of the Bond then outstanding.

(3) Remove the'pledge and lien of this Ordinance on assessments to be levied
against the real property in the District, and funds pledged for the payment of the Bond
under this Ordinance.

It shall not be -necessary for the consent of the Registered Owner of the Bond under this
subsection (b) to approve the particular form of any proposed supplemental Ordinance, but it
shall be sufficient if such consent shall approve the substance thereof.

(¢)  Upon the adoption of any supplemental Ordinance pursuant to the provisions of
this section, this Ordinance shall be deemed to be modified and amended in accordance
therewith, and the respective rights, duties and obligations under this Ordinance of the City and
the Registered Owner of the Bond shall thereafter be determined, exercised and enforced
thereunder, subject in all respects to such modification and amendment, and all the terms and
conditions of any such supplemental Ordinance shall be deemed to be part of the terms and
conditions of this Ordinance for any and all purposes.

(d) Any Bond executed and delivered after the adoption of any supplemental
Ordinance pursuant to this section may bear a notation as to any matter provided for in the
supplemental Ordinance, and if the supplemental Ordinance shall so provide, a new Bond so
modified as to conform, in the opinion of the Council, to any modification of this Ordinance
contained in any such supplemental Ordinance may be prepared by the City and delivered
without cost to the Registered Owner of the Bond then ocutstanding, upon surrender for
cancellation of such Bond in an equal aggregate principal amount.

Section 17 — Sale of Bond: Loan Agreement. The Bond shall be sold at negotiated sale to
the Lender as provided in the Loan Agreement. The City Manager is hereby authorized to
execute the Loan Agreement, in substantially the form presented at this meeting, but with such
changes, modifications, additions and deletions therein as he shall deem necessary, desirable or
appropriate, the execution thereof to constitute conclusive evidence of approval of any and all
¢hanges, modifications, additions or deletions therein from the form and content of said
document now before this meeting, and from and after the execution and.delivery of said
document, the City Manager hereby is authorized, empowered and directed to do all acts and
things and to execute all documnents as may be necessary to carry out and comply with the
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provisions of the Loan Agreement as executed. Upon the execution of the Loan Agreement, the
City shall execute and deliver the Bond to the Borough in the form authorized herein.

Section 18 — Authority of Officers. The City Manager, the acting City Manager, the
Clerk and the acting Clerk are, and each of them hereby is, authorized and directed to do and
perform all things and determine all matters not determined by this Ordinance, to the end that the
City may carry out its obligations under the Bond and this Ordinance.

Section 19 — Miscellaneous. No recourse shall be had for the payment of the principal of
or the interest on the Bond or for any claim based thereon or on this Ordinance against any
member of the Council or officer of the City or any person executing the Bond.

Section 20 — Ordinance a Contract with Registered Owner. In comsideration of the
pu:chase and acceptance of the Bond by those who shall own the same from time to time, the
provisions of this Ordinance shall constitute a contract with the Registered Owners of each
Bond, and the obligations of the City under this Ordinance shall be enforceable by any court of
competent jurisdiction; and the covenants and agreements herein set forth to be performed on

behalf of the City shall be for the equal beneﬁt, protec’aon and secunty of the Registered Owners
of any and all of the Bond. :

. Sectlon 21 Severablhtv If any one or. more of the provxsmns of this Ordihance; shall be
declared by any court of competent junsdlcnon to be. contrary to law, then such provision shall
be mull and void and shall be deemed separable from the remaining provisions of this Ordinance
and shall in no way affect the validity of the other provisions of this Ordinance or of the Bond.

Section 22 — Repeal of HCC 17.08. HCC Chapter 17.08 is repealed.

Section 23 — Codification. Section 22 of this Ordinance is of a permanent and

general character and shall be included in the City Code. The remainder of this Ordinance
is not permanent in nature, and shall not be codified.

ENACTED BY THE CITY COUNCIL OF HOMER, ALASKA, this 25™ day of
February 2013.

CITY OF HOMER

FRANCIE ROBERTS, MAYOR
PRO TEMPORE

10
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ATTEST:

JO JOHNSON, CMC, CITY CLERK

YES:

NO:
ABSTAIN:
ABSENT:

First Reading:
Public Hearing:
Second Reading:
Effective Date:

Reviewed and approved as to form:

Walt E. Wrede, City Manager

Date:

11

Thomas F. Klinkner, City Attorney

Date:
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LOAN AGREEMENT

This LOAN AGREEMENT (“Loan Agreement™), dated as of March ___, 2013, is made
by and between the KENAI PENINSULA BOROUGH (“Lender”), an Alaska municipal
corporation, and the CITY OF HOMER (“Borrower™), an Alaska municipal corporation.

RECITALS

WHEREAS, by Ordinance 13-02, adopted February 11, 2013, the Borrower created the
City of Homer Natural Gas Distribution Special Assessment District (“District”) to finance the
design and construction of natural gas distribution improvements (“Improvement”) in the City of
Homer; and

WHEREAS, interim financing for the Improvement is required in anticipation of the
levying of special assessments against the real property in the District, and after the levying of
the assessments, long-term firancing for the Improvement will be required; and

WHEREAS, AS 29.46.130 and AS 29.46.140 respectively authorize the Borrower to
issue notes to obtain interim financing for improvements in a special assessment district, and to
issue bonds to obtain long-term financing for improvements in a special assessment district, in
each case payable out of special assessments for the improvement, without voter approval; and

WHEREAS, by Ordinance 13-03(S), adopted February 25, 2013, the Borrower
authorized the issuance of a2 Natural Gas Distribution Special Assessment Bond (*Bond”) in the
principal amount of not to exceed $12,700,000, and the execution and delivery of this Loan
Agreement; and

WHEREAS, Homer City Code 3.16.060(g) provides that the City may enter into
“interagency agreements” without competitive bidding, and Alaska Constitution art. X, sec. 13,
provides that agreements, including those for cooperative or joint administration of any functions
or powers, may be made by any local government with any other local government unless
otherwise provided by law or charter; and

WHEREAS, Kenai Peninsula Borough Code 5.10.040(A)(14) authorizes the Lender to
invest in one loan of up to $12,700,000 to the Borrower for the construction of a natural gas
utility special assessment district, bearing interest at a negotiated rate; and

WHEREAS, the Borrower desires to borrow the sum of $12,700,000 from the Lender for
the purposes of obtaining the funds necessary to (i) pay the cost of constructing the
Improvement, {ii) provide for interest on the borrowed amount during the construction of the
Improvement, and (iii) pay expenses incurred in the financing and in the administration of the

District

NOW, THEREFORE, in consideration of the mutual covenants herein, the parties hereto
covenant and agree as follows:
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ARTICLE I
Definitions and Interpretation

Section 1.01 Definitions. When used in this Loan Agreement:

" Advance" means a single advance of funds from the Lender to the Borrower under this
Loan Agreement.

“Bond” means the City of Homer Natural Gas Distribution Special Assessment Bond,
2013, ' ’

“Borrower” means the City of Homer, a municipal corporation of the State of Alaska,
organized as a first class city under Title 29 of the Alaska Statutes.

“Business Day” means any day which is not a Saturday, Sunday or other day on which
commercial banks in the State are authorized or required by law to be closed.

“District” means the Homer Natural Gas Distribution System Special Assessment District
created by Ordinance 13-02.

“Event of Default” means any of the events described in Section 5.01 of this Loan
Agreement.

“Guaranty Fund” means the fund of that name created by Section 15 of City of Homer
Ordinance 13-03(8).

“Improvement” means the natural gas distribution system to be constructed in the
District.

“Loan” means the loan made by the Lender to the Borrower pursuant to this Loan
Agreement.

“Loan Agreement” means this Loan Agreement, dated March ___, 2013, by and between

the Lender and the Borrower, including any supplements or amendments thereto made in
conformity herewith.

“Reserve Fund” means the fund of that name created by Section 14 of City of Homer
Ordinance 13-03(S).

“State” means the State of Alaska.
Séction 1.02 Interpretation.

(a) Unless the context requires otherwise, all references herein to “Articles,”
“Sections” and other subdivisions are to the corresponding Articles, Sections or subdivisions of
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this Loan Agreement as such Articles, Sections or subdivisions may be amended from time to
time.

(b)  The captions or headings of Articles and Sections in this Loan Agreement are for
convenience only and in no way define, limit or describe the scope or intent of any provisions or
Sections of this Loan Agreement.

Section 1.03 Governing Law; Venue. This Loan Agreement is governed by and shall
be construed in accordance with the laws of the State and shall be liberally construed so as to
carry out the purposes hereof. Except as otherwise required by applicable law, any action under
this Loan Agreement shall be brought in the trial courts of the State for the Third Judicial District
at Kenai.

ARTICLE I
Representations and Warraniies

Section 2.01 Representations and Warranties of the Borrower. The Borrower hereby
represents and warrants as follows:

(a) The Borrower (1) is a first class city organized and existing under the laws of the
State; (2) has full power and authority to enter into this Loan Agreement and to issue and deliver
the Bond; and (3) has duly authorized the execution and delivery of this Loan Agreement and the
Bond by proper action. This Loan Agreement and the Bond constitute valid and legally binding
obligations of the Borrower, enforceable in accordance with their respective terms, except to the
extent the enforceability hereof and thereof may be limited by bankruptcy, insolvency,
reorganization or other laws affecting the rights of creditors generally and subject to the
availability of equitable remedies.

(b)  Neither (1) the Borrower’s execution and delivery of this Loan Agreement or the
Bond, nor (2) the Borrower’s consummation of the transactions contemplated thereby and
hereby, nor (3) the Borrower’s fulfillment of or compliance with the terms and conditions thereof
and hereof conflicts with, violates or results in a material breach of any of the terms, conditions
or provisions of any agreement, instrument, statute, governmental rule or regulation, court order,
judgment or decree to which the Borrower is now a party or to which it is subject, or constitutes
a material default under any of the foregoing which has not been waived or consented to in

writing by the appropriate party or parties.

(¢)  There is no litigation pending or, to the best of the Borrower’s knowledge,
threatened against the Borrower affecting its ability to accomplish the purposes of the Loan or
the performance of its obligations under the Loan Agreement or the Bond.

(d) No consent, approval, authorization or order of any governmental body is
required to be obtained by the Borrower for (1) the execution and delivery of this Loan
Agreement or the Bond, (2) the fulfillment of and compliance with the provisions hereof and
thereof, or (3) the accomplishment of the purposes of the Loan, except such as have been

obtained
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(e) By official action of the Borrower prior to or concurrently with the date hereof,
the Council of the Borrower has duly authorized all necessary action to be taken by it for (i) the
creation of the District and the authorization for the Borrower to proceed with the Improvement;
(if) the adoption of Borrower Ordinance 13-03(S) and the issuance and sale of the Bond; (iii) the
approval, execution and delivery of, and the performance by the Issuer of the obligations on its
part contained in the Bond and this Loan Agreement; and (iv) any and all such other agreements
and documents as may be required to be executed, delivered and/or received by the Borrower in
order to carry out, give effect to, and consummate the transactions described herein.

ARTICLE Il
Loan to Borrower; Loan Payments

Section 3.01 Loan to Borrower. The Lender hereby lends to the Borrower a principal
amount equal to the aggregate amount of the Advances that the Lender makes to the Borrower to
pay the costs of designing and constructing the Improvement, to pay interest on the Bond during
the construction of the Improvement, the funding of the reserves required herein, and to pay all
costs incidental thereto and to the issuance of the Bond, but not to exceed $12,700,000. Upon
the execution of this Agreement, the Borrower shall execute and deliver o the Lender a special
assessment bond in the form authorized by City of Homer Ordinance 13-03(S) payable to the
order of the Lender for the maximum principal amount of the Loan. The Borrower shall give the
Lender at least three full business days’ notice of each proposed Advance hereunder. No such
‘Advances shall be made after the earlier of (i) the date that is 30 days after the Borrower’s
receipt from Enstar Natural Gas Company of the final invoice for costs of constructmg the
Improvement; and (u) the occurrence of an Event of Default.

Section 3.02 Payment of Principal and Interest. Borrower shall pay the principal
amount of the Loan together with interest on each Advance from the date of the Advance at the
rate of Four Percent (4.00%) per annum, in two payments of interest only on the 1% day of April
2014 and 2015, and ten equal annual installments of principal and interest, commencing April 1,
2016 and on each April 1 thereafter until April 1, 2025, when the remaining principal balance of
the Loan, plus accrued interest, shail be due and payable. Interest shall be computed on the
basis of a 360-day year consisting of twelve 30-day months. Both principal of and interest on the
Loan shall be payable in lawful money of the United States of America which at the time of
payment is legal tender for the payment of public and private debts. Installments of principal
and interest on the Loan shall be payable on the due date in immediately available funds at the
principal office of the Lender in Soldotna, Alaska, or at another location specified at the option
of the Lender, Alaska; provided that the final installment of the principal of the Loan, plus
accrued interest, shall be payable upon presentation and surrender of the Bond by the Registered
Owner at the office of the Registered Owner in Soldotna, Alaska.

Section 3.03 Prepayment. The Borrower may prepay the outstanding principal of the
Loan in whole or in part at any time in an amount equal to the principal amount of the Loan to be
prepaid plus interest accrued thereon to the date of prepayment. The Borrower shall give the
Lender notice of any intended prepayment of the Loan not less than 10 nor more than 45 days
prior to the date fixed for prepayment. Prepayments of assessments shall be applied to prepay
the principal of the Loan, and upon any such prepayment the amortization of the principal of the
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Loan shall be adjusted so that each remaining scheduled payment of principal and interest on the
Loan shall be in an equal amount.

Section 3.04 Obligations of the Borrower Hereunder. The Loan is a special obligation
of the Borrower and is payable solely from assessments to be levied against the real property in
the District for the Improvement, and funds pledged for the payment of the Bond under City of
Homer Ordinance 13-03(S). Said assessments shall constitute a sinking fund for the payment of
principal of and interest on the Loan. Neither the faith and credit nor the taxing power of the
Borrower is pledged for the payment of the Loan.

Section 3.05 Conditions for Advances. The Lender’s obligation to make each Advance
under this Loan Agreement shall be subject to the following conditions:

(@  The representations and warranties of the Borrower contained in Section 2.01
hereof shall be true, complete and correct in all respects on the date of the Advance as if made on
the date of the Advance.

(b) At the time of the Advance, all official action of the Borrower relating to the
Bond and this Loan Agreement shall be in full force and effect in accordance with their
respective terms and shall not have been amended, modified or supplemented since the date
hereof except as shall have been agreed to in writing by the Lender.

()  On or before the date of the first Advance, the Lender shall have received the
approving opinion of counsel for the Borrower to the effect that (i) the Borrower is duly created
and validly exists as a municipal corporation of the State of Alaska, with the corporate power to
adopt Ordinance 13-03(S) and execute and deliver this Loan Agreement, and authorize and issue
the Bond; (ii) the Bond has been duly authorized and issued in accordance with the provisions of
the Constitution and laws of the State of Alaska and Ordinance 13-03(S), and constitutes a valid,
binding special obligation of the Borrower as provided in Ordinance 13-03(S), enforceable in
accordance with its terms, payable solely from the sources described in Ordinance 13-03(S);
Ordinance 13-03(S) creates a valid, duly perfected first priority lien upon the funds created
therein subject to no prior lien; and (iv) this Loan Agreement has been duly authorized, executed
and delivered by, and constitutes a binding agreement in accordance with its terms of, the
Borrower, except to the extent the enforceability hereof may be limited by bankruptcy,
insolvency, reorganization or other laws affecting the rights of creditors generally and subject to
the availability of equitable remedies.

(@}  From the proceeds of the first Advance, the Borrower shall deposit the sum of
$1,270,000 (the “Reserve Requirement”) in the Reserve Fund, and at the time of each subsequent
Advance, the amount on deposit in the Reserve Fund shall not be less than the Reserve

Requirement.
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ARTICLE IV E
Other Covenants and Agreements of the Borrower

Section 401 Compliance with Laws, Ete. The Borrower shall throughout the term of
this Loan Agreement comply, in all material respects, with all applicable laws, rules, regulations

and orders, where noncompliance with which would impair the Borrower's ability to perform its
obligations hereunder.

Section 4.02 Levy and Collection of Assessments. On or before the date that is 60 days
after the later to occur of (i) completion of construction of the Improvement, and (ii) the
Borrower’s receipt from Enstar Natural Gas Company of the final invoice for costs of
constructing the Improvement, the Borrower shall levy special assessments on all property in the
District for the cost of the Improvement. The amount of each special assessment shall be not less
than an amount equal to the sum of all Advances under this Loan Agreement, divided by the

_number of parcels of real property in the District. The special assessments shall be payable in
ten equal installments of principal and interest, commencing not later than the earlier to occur of
(i) the date 60 days after the assessments are levied, or (i) the 1* day of March 2016, and
continuing on the each anniversary of the first payment date, until the ninth anniversary of the
first payment date, when the remaining principal balance of the special assessment, plus accrued
interest, shall be due and payable. Special assessments payable in installments shall bear interest
from the date of their levy at a rate not less than four percent (4.0%) per annum. The Borrower
shall exercise due diligence in the collection of any delinquent assessment or assessment
installment, including without limitation the enforcement of the special assessment lien on the
assessed property. : : : ‘

Section 4.03 - Books and Records. The Borrower will at all times keep proper books of
account in a manner satisfactory to the Lender. The Borrower will furnish to the Lender within
120 days after the end of the Borrower's fiscal year, a statement for the fiscal year showing (i)
the aggregate amount of special assessments and special assessment instaliments received by the
Borrower; (ii) the balances in the Reserve Fund and the Guaranty Fund at the end of the fiscal
year; (iii) the number of parcels of real property in the District that are delinquent in the payment
of special assessments or special assessment instaliments; and (iv) the number of parcels of real

property in the District on which special assessment liens were foreclosed, and the amount of
proceeds of the foreclosures.

Section 4.04 Costs of Lender. On or before the date of the first Advance hereunder, the
Borrower shall pay the costs actually incurred by Lender in the negotiation of the terms of the
Loan and this Loan Agreement, including the fees and costs of Lender’s counsel, in an amount
not exceeding $15,000 , which payment may be made from the such first Advance. Borrower
shall be obligated to pay all other fees or charges to Lender from third parties in connection with

the making or servicing of the Loan, in an amount not to exceed $500 in each year during which
the Loan remains outstanding.
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ARTICLEV
Events of Default; Remedies

Section 5.01 Events of Default. Any one or more of the following events shall
constitute an “Event of Default” hereunder:

(a)  Failure of the Borrower to pay or cause to be paid, when due, any installment of
principal or interest on the Loan to the Lender.

(b)  Any failure on the part of the Borrower to perform or observe the other duties,
provisions or obligations required of it pursuant to this Loan Agreement, if such failure shall
have continued for a period of 30 days after written notice thereof has been delivered to the
Borrower by the Lender, unless the Lender has determined that the Borrower is then taking steps
reasonably calculated to cure such failure.

(¢}  The inaccuracy of any representation or warranty heretofore or hereafter made in
writing by or on behalf of the Borrower in this Loan Agreement, the Bond or any related
instruments or certificates as of the date hereof, if such inaccuracy shall have continued for a
period of 30 days after written notice thereof has been given to the Borrower by the Lender,
demanding that such representation or warranty be made true and correct, unless the Lender has
determined that the Borrower is then taking steps reasonably calculated to cure such inaccuracy.

Section 5.02 Remedies on Default. Upon the occurrence of any Event of Default, the
Lender may take any one or more of the following steps:

(a)  Declare the principal of the Loan to be immediately due and payable, whereupon
that portion of the principal of the Loan thereby coming due and the interest thereon accrued to
the date of payment shall, without further action, become and be immediately due and payable;

{b) Apply any amount in the Reserve Fund or the Guaranty Fund to satisfy any
deficiency in the payment of principal or interest due on the Bond.

(c)  Enforce payment of principal, interest and costs of collection in a civil action in
the same manner and with the same effect as actions for the foreclosure of mortgages on real
property against all property on which assessments are in default; provided that the availability
of this remedy does not relieve the Borrower of its obligations under Section 4.02.

(d)  The Lender may have access to and inspect, examine and make copies of the
books and records and any and all accounts and data of the Borrower related to the levy,
collection and application of assessments for the Improvement in the District.

(¢)  The Lender may proceed to protect and enforce its rights in equity or at law,
either in mandamus or for the specific performance of any covenant or agreement contained
herein, or for the enforcement of any other appropriate legal or equitable remedy.
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Section 5.03 No Remedy Exclusive. No remedy conferred upon or reserved to the
Lender by this Loan Agreement is intended to be exclusive of any other available remedy or
remedies, but each and every such remedy shall be cumulative and shall be in addition to every
other remedy given under this L.oan Agreement or now or hereafter existing at law or in equity or
by statute, and the Lender shall be free to pursue, at the same time, each and every remedy, at
law or in equity, which it may have under this Loan Agreement, or otherwise.

Section 5.04 No Implied Waiver. No delay or omission fo exercise any right or power
accruing upon any Event of Default shall impair any such right or power or shall be construed to
be a waiver thereof, but any such right and power may be exercised from time to time and as
often as may be deemed expedient. For the Lender to exercise any remedy, it shail not be
necessary to give any notice, other than such notice as may be expressly required herein.

ARTICLE VI
Miscellaneous

Section 6.01 Notices. All notices required to be given under this Loan Agreenient shall
be given in writing, shall be hand delivered or delivered by a nationally recognized overnight
courier or United States mail, first class, postage prepaid, to the party to whom the notice is to be

given at the address shown below, and shall be effective when actually delivered after their
deposit with: L

To the Lender: Kenai Peninsula Borough
144 N. Binkley Street
Soldotna, Alaska 99669
Atin: Mayor

To the Borrower: City of Homer
491 E. Pioneer Avenue
Homer, Alaska 99603
Attn: City Manager

Any party may change its address for notices under this Loan Agreement by written notice to the
other party, specifying that the purpose of the notice is to change the party's address.

Section 6.02 Binding Effect. This Loan Agreement shall inure to the benefit of and
shall be binding upon the Lender, the Borrower and their respective successors and assigns.

Section 6.03 Severability. In the event any provision of this Loan Agreement shall be

held invalid or unenforceable by any court of competent jurisdiction, such holding shall not
invalidate or render unenforceable any other provision hereof.

Section 6.04 Amendments. This Loan Agreement, together with the Bond, constitutes
the entire understanding and agreement of the parties as to the matters set forth in this Loan
Agreement. No alteration of or amendment to this Loan Agreement shall be effective unless
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given in writing and signed by the party or parties sought to be changed or bound by the
alteration or amendment.

Section 6.05 Waiver of Breach. No waiver of any breach of any covenant or agreement
herein contained shall operate as a waiver of any subsequent breach of the same covenant or
agreement or as a waiver of any breach of any other covenant or agreement, and in case of a
breach by either party of any covenant, agreement or undertaking, the nondefaulting party may
nevertheless accept from the other any payment or payments or performance hereunder without
in any way waiving its right to exercise any of its rights and remedies provided for herein or
otherwise with respect to any such default or defaults which were in existence at the time such
payment or payments or performance were accepted by it.

Section 6.06 All Obligations Due on Business Days. If the date for making any
payment or the last date for performance of any act or the exercising of any right, as provided in
this Loan Agreement, shall be a day which is not a Business Day, such payment 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 Loan Agreement.

Section 6.07 Parties Interested Herein. Nothing in this Loan Agreement, express or
implied, is intended or shall be construed to confer upon or to give to any person , other than the
Lender or the Borrower, any right, remedy or claim under or by reason of this Loan Agreement.
The covenants, stipulations and agreements in this Loan Agreement contained are and shall be
for the sole and exclusive benefit of the Lender, the Borrower and their successors and assigns.

Section 6.08 Time of Essence. Time shall be of the essence of this Loan Agreement.

Section 6.09 Counterparts. This Loan Agreement may be executed in several
counterparts, each of which shall be an original and all of which shall constitute but one and the
same instrument.

IN WITNESS WHEREOF, the Lender and the Borrower have caused his Loan
Agreement to be executed in their respective names all by their duly authorized officers, as of the
date first set forth above.

LENDER: KENAI PENINSULA BOROUGH

By:

Mike Navarre, Mayor

ATTEST:

Johni Blankenship, Borough Clerk
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BORROWER: CITY OF HOMER

By:

Walt Wrede, City Manager

ATTEST:

Jo Johnson, City Clerk
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February 20 2013

‘ C'1ty of Homer .

o Walt Wrede

' -__491 East Pioneer Avenue o
- Homer, AK 99603

} _Dear Walt

- On beha].f of the Kena1 Penmsula Econormc Development D1str1ct Board of Dlrectors and the
. City of Homier, wé want fo thank 'y you; for: yout support of the 2013 Industry Outlook Forum

o held at the Land’s End Resort Thursday January 31 and Fnday February 1, 2013

: 'The event was a great success our ]Jne-up of speakers was excellent With you.r generous -
support the Forum ‘was presented to the pubhc, who fllled the venue, at no cost

L Agam thank you for sponsorlng the 2013 Industry Outlook Forum. It could not have happened‘
w1thout the support of you -and you.r orgamzatlon S , '

ASmcerely, _ 77 o -

g 3 | - . ‘MaryE "Beth” Wythe :
Exectitive Dire tor T ' o . Mayor |
Kenm Perunsula Econorruc Development DlStrlCt ' Clty of Homer Alaska
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