CITY COUNCIL PROCEEDINGS
PUBLISHED SUBJECT TO THE GOVERNING BODY’S REVIEW AND REVISION

A regular meeting of the Beach City Council was called to order by Mayor Henry Gerving on
May 6, 2019 at 7:00 pm. Present when the meeting was called to order was City Council Andy
Zachmann, Jeanne Larson, Mark Benes, Public Works Superintendent Randy Dietz, City Auditor
Kimberly Gaugler, Engineer Adam Isakson and guest Brandt Gaugler.

The Pledge of Allegiance was recited.
Roll call was taken. Marman, Walworth and Wolff were absent.

Minutes
Minutes of the meeting on April 15, 2019 were presented. Benes moved to approve the minutes,
second by Zachmann. Motion carried unanimously.

Vouchers

Benes moved to approve the following vouchers, second by Larson. Motion carried
unanimously.

20423 AE2S 5,909.25

20424 Beach Food Center 163.22

20425 Beach Park Board 3,548.70
20426 Black Mountain Software 100.00
20427 Boss Office Products 359.35
20428 Civic Plus 1,736.44

20429 CNH 106.70

20430 Comfort Suites 169.20

20431 Coral Creek Landfill 2,742.50
20432 Core & Main, LP 2,358.12

20433 Country Media Inc. 26.00

20434 Dakota Dust-Tex 165.10

20435 Ebeltoft Sickler Lawyers 3,390.00
20436 Enviro. Systems Research 500.00
20437 Farmers Union/NAPA 3,181.21
20438 Frontier Precision 2,419.92

20439 G & G Garbage 1,500.00

20440 Golden Valley County 8,957.47
20441 GVC News 205.28

20442 Grainger 51.33

20443 Home on the Range 140.00
20444 Jill Schatz 57.76

20445 Leslie Miller 50.00

20446 Marman Co. 65.00

20447 Marman Plumbing 2,850.00
20448 Mid-American Research Chemical 441.07
20449 Midstate Communications 270.64



20450 MDU 5,006.99

20451 Normont Equip. 2,803.23
20452 One Call Concepts 25.85
20453 Prairie Lumber Co. 714.46
20454 Ramkota Hotel 169.20

20455 Randall Dietz 8.44

20456 Rohan’s Hardware 63.76
20457 Sanitation Products 524.58
20458 SBM 37.90

20459 Sidney Herald 85.64

20460 Solotek 20,104.00

20461 Southwest Water Authority 9,175.51
20462 Stockwell Cleaning 275.00
20463 Valli Info. 25.00

20464 Verizon Wireless 176.56
20465 Wild Vines Market 35.00
20405-20406 & -88906- -88903, 20416-20421 & -88901- -88893 Wages for April 24,440.76
-88907 ND State Tax 499.49

-88902 First State Bank 2,591.62
20407 City of Beach 264.52

20408 Blue Cross Blue Shield 4,126.00
20409 Blue Cross Blue Shield 593.00
20410 Bank of ND 29,945.53

20411 Beach FBLA 1,000.00

20412 Unum Life Insurance 33.24
20413 Kimberly Gaugler 166.41
20414 Randall Dietz 276.89

20415 USPS 205.24

-88892 ND PERS 2,861.81

-88891 First State Bank 2,918.78
20422 City of Beach 192.78

Public Works Report

Dietz reviewed his written report. Benes moved to replace the gate valve near intersection of
Central Avenue S and 2" Avenue, second by Larson. Motion carried unanimously. Dietz
presented a quote from Color Dynamics to paint the floor of the north water tower in the amount
of $12,000. Benes moved to approve, second by Larson. Motion carried unanimously. Zachmann
moved to charge a fee of $1 per bag for grass and leaf collection, second by Larson. Discussion.
Zachmann moved to rescind his motion, second by Larson. Motion carried unanimously. Larson
moved to hire Loren Martian at $19/hr as the Solid Waste Manager, second by Zachmann.
Motion carried unanimously. Larson moved to approve re-hiring seasonal employee Trevor
Losinski at $14/hr and a second seasonal employee at $13/hr, second by Benes. Motion carried
unanimously.



Auditor Report
Gaugler reviewed her written report.

Engineers Report

2019 Sewer Replacement Project

The closing date on the USDA loan is Wednesday, May 15%. A pre-construction meeting will be
held Thursday May 16t at 2 pm. Isakson presented Change Order 1 in the amount of $4,000 for
the upsize of a backup generator from 36KW to 50KW in order to run both 15hp lift station
pumps simultaneously if necessary. Benes moved to approve Change Order 1 pending USDA
review, second by Zachmann. Motion carried unanimously.

2017 Street Project
Contractor will be re-seeding during the 3@ week of May.

Zoning

Leann Allen’s term on the Zoning Board will expire in May. Allen is willing to continue to serve
on the Zoning Board. Zachmann moved to approve reappointing Allen to the Zoning Board for
another five (5) year term, second by Benes. Motion carried unanimously.

Committee Report

Police Committee

Mayor Gerving request Dietz provide an estimate for an Animal Shelter at the next meeting.
Currently, the City Ordinance does not specify for wrong direction parking. Zachmann moved to
add wrong direction parking when updating the City Ordinance, second by Larson. Motion
carried unanimously.

New Business
Benes moved to approved Resolution 2019-12, second by Zachmann. Motion carried
unanimously.
RESOLUTION NO. 2019-12
CITY OF BEACH, NORTH DAKOTA
RESOLUTION AUTHORIZING ISSUANCE OF SEWER REVENUE BOND,
SERIES 2019

WHEREAS, City of Beach, North Dakota (the "City") owns, operates and maintains a
wastewater utility system for the purpose of providing sanitary sewer facilities to its residents
and customers; and

WHEREAS, the City has undertaken certain improvements to the sewer utility system, including
installation of a new lift station and force main (the "Project™); and

WHEREAS, the City Council finds that it is financially feasible and in its best interest to finance
the Project through the issuance of revenue bonds pursuant to Chapter 40-35 of the North Dakota
Century Code; and



WHEREAS, the City has received a commitment from the United States Department of
Agriculture, Rural Utilities Service to provide long-term financing for the Project through the
purchase of its revenue bonds in the amount of $482,000 pursuant to a Letter of Conditions dated
August 9, 2018, and on the terms and conditions set forth herein.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Beach, North
Dakota, as follows:

SECTION 1. DEFINITIONS. As used in this Resolution, the following words shall have the
following meanings:

“Asset Replacement Reserve” means the Asset Replacement Reserve established pursuant to
Section 10 hereof.

“Bond Fund” means the Bond Fund established pursuant to Section 7 hereof.

“Bonds” means the Series 2019 Bonds and any Parity Bonds or other parity obligations issued
pursuant to this Resolution.

“City” means the City of Beach, a North Dakota political subdivision and its successors and
assigns.

“City Council” means the City Council of the City of Beach, North Dakota.
“Construction Fund” means the Construction Fund established pursuant to Section 9 hereof.

“Date of Issue” means the first date on which the aggregate draws under the Series 2019 Bond
exceed the lesser of $50,000 or five percent (5%) of the issue price.

“Debt Service Reserve Fund” means the Debt Service Reserve Fund established pursuant to
Section 8 hereof.

“Debt Service Reserve Fund Requirement” means an amount equal to at least one annual
principal and interest payment with respect to the Series 2019 Bonds.

“Default” means any event specified in Section 15(a) of this Resolution.
“Facilities” means the wastewater collection and treatment facilities of the City.

“Gross Revenues” means all fees and charges collected for use of the Facilities, and other
revenues collected by the City in connection with the Facilities; however, Gross Revenues does
not include: (a) collection of ad valorem taxes; (b) any payments of assessments levied against
benefitted properties; (c) the proceeds of any grants; (d) the proceeds of any borrowing for
capital improvements; (e) the proceeds of any liability insurance; and (f) the proceeds of any
casualty insurance which the City intends to utilize for repair or replacement of the Facilities.



“NDCC” means the North Dakota Century Code.
“Net Revenues” means Gross Revenue less Operating Expenses.

“Operating Expenses” means all normal, reasonable and current expenses incurred for operation,
maintenance and repair of the Facilities, including but not limited to administrative expenses,
financial and auditing expenses, insurance premiums, claims (to the extent moneys are not
available from proceeds of insurance), taxes, legal and engineering expenses relating to operation
and maintenance, payments and reserves for pension, retirement, health, hospitalization, and sick
leave benefits, payments to reserve funds, and any other similar expenses to be paid to the extent
properly and directly attributable to operations of the Facilities, but excluding depreciation, debt
service, amortization and capital expenditures.

“Parity Bonds” means any revenue bonds or other obligations of the City which comply with the
provisions of Section 14 of this Resolution for the issuance of Parity Bonds.

“Project” means the construction of improvements to the City’s wastewater utility system,
including installation of a new lift station and force main.

“Registrar” means the City Auditor of the City or any other entity which is under contract with
the City to serve as paying agent and registrar for the Series 2019 Bonds and its successors and
assigns.

“RUS” means Rural Utilities Service, an agency of the United States Department of Agriculture.

“Series 2019 Bonds” means the $482,000 Sewer Revenue Bonds, Series 2019 issued pursuant to
this Resolution.

SECTION 2. AUTHORIZATION AND SALE OF THE SERIES 2019 BONDS. Pursuant to the
authority of Chapter 40-35 of the NDCC, the City Council hereby authorizes and directs the
issuance of the City of Beach, North Dakota, Sewer Revenue Bonds, Series 2019, in the
aggregate principal amount not to exceed Four Hundred Eighty-two Thousand Dollars
($482,000). The actual amount drawn may be less. The Series 2019 Bonds shall initially be
dated the Date of Issue, shall be issued as a single bond in fully registered form and shall bear
interest on the outstanding principal amount payable annually on the anniversary of the Date of
Issue in each year until maturity or prior redemption at the rate not exceeding 3.125% per annum
commencing on the first anniversary of the Date of Issue. The Series 2019 Bonds shall mature in
forty (40) mandatory annual sinking fund installments (2020-2059) of principal, commencing on
the first anniversary of the Date of Issue, in the years and amounts set forth on Exhibit A
attached hereto. Payments will be made through the Preauthorized Debit (PAD payment
process).

The Series 2019 Bonds shall be limited obligations of the City, and shall be payable solely from
the Net Revenues, as provided by this Resolution. The City Council hereby accepts the offer of
RUS to purchase the Series 2019 Bonds at a price of $482,000 and on the terms and conditions



set forth in this Resolution, in RUS Bulletin 1780-27, Loan Resolution and in the RUS Letter of
Conditions dated August 9, 2018, the terms of which are incorporated herein by reference.

SECTION 3. REDEMPTION. Prepayments of scheduled installments on the Series 2019
Bonds, or any portion thereof, may be made at any time at the option of City. Refunds, extra
payments and loan proceeds obtained from outside sources for the purpose of paying down the
Series 2019 Bonds, shall, after payment of interest, be applied to the principal. Partial
prepayment shall not affect the obligation of the City to pay the remaining instaliments as
scheduled on the Series 2019 Bond.

Unless waived by any holder of Series 2019 Bonds to be redeemed, official notice of any such
redemption shall be given by the Registrar on behalf of the City by mailing a copy of any official
redemption notice by first class mail at least thirty (30) days prior to the date fixed for
redemption to the registered owner of the Bond or Bonds to be redeemed at the address shown
on the Bond Register or at such other address as is furnished in writing by such registered owner
to the Registrar.

Prior to any redemption date, the City shall deposit with the Registrar an amount of money
sufficient to pay the redemption price of all the Bonds or portions of Bonds which are to be
redeemed on that date.

Official notice of redemption having been given as aforesaid, the Bonds or portions of Bonds so
to be redeemed shall, on the redemption date, become due and payable at the redemption price
therein specified, and from and after such date (unless the City shall default in the payment of the
redemption price) such Bonds or portions of Bonds shall cease to bear interest. Instaliments of
interest due on or prior to the redemption date shall be payable as herein provided for payment of
interest.

The City will comply with the graduation requirement set forth in 7 U.S.C. Section 1983(3).

SECTION 4. FORM OF BOND. The Series 2019 Bonds shall be in substantially the form on
file with the City Auditor and shall contain a recital that they are issued under Chapter 40-35 of
the NDCC.

SECTION 5. DISPOSITION OF SERIES 2019 BOND PROCEEDS. Proceeds of the Series
2019 Bonds shall be advanced in installments and deposited in the Construction Fund hereby
created and shall be disbursed to pay costs of the Project, to reimburse the City for certain prior
expenditures on the Project, and to pay costs incurred in connection with the issuance of the
Series 2019 Bonds in accordance with Section 9 hereof. Each advance shall be recorded on the
grid on the reverse of the Series 2019 Bond.

SECTION 6. PLEDGE AND DISPOSITION OF NET REVENUES. The City hereby pledges
the Net Revenues to the payment of principal and interest on the Series 2019 Bonds and any
Parity Bonds. The Series 2019 Bonds and any Parity Bonds issued by the City are equally and
ratably secured by pledge of Net Revenues and shall not be entitled to any priority regardless of
series designation or time to issuance. The City hereby covenants with the owners of the Series



2019 Bonds that it will, so long as any Series 2019 Bonds remain outstanding, make deposits
from the Net Revenues into the Bond Fund, the Debt Service Reserve Fund and the Asset
Replacement Reserve at the times and in the amounts required by Sections 7, 8 and 10 hereof.

SECTION 7. BOND FUND. The City Council shall establish and maintain so long as the Series
2019 Bonds are outstanding a separate fund to be designated the “Bond Fund.” The City
Council shall make the following deposits into the Bond Fund:

(a) Commencing the first month following the Date of Issue, and monthly thereafter the City will
deposit into the Bond Fund Net Revenues in an amount equal to one-twelfth (1/12) of the amount
necessary to pay Bond interest which will become due on the next interest payment date after
crediting any earnings on the Bond Fund. Prepayment of monthly deposits will fulfill this
requirement. Notwithstanding the foregoing, the City shall deposit into the Bond Fund from the
Net Revenues an amount sufficient to permit all interest due on the Series 2019 Bonds to be paid
on the date it is due.

(b) Commencing on the first month following the Date of Issue, and monthly thereafter, the City
will deposit into the Bond Fund Net Revenues in an amount equal to one-twelfth (1/12) of the
amount necessary to pay any Bond principal which will become due on the next principal
payment date. Prepayment of monthly deposits will fulfill this requirement. Notwithstanding
the foregoing, the City will deposit into the Bond Fund from the Net Revenues an amount
sufficient to permit all principal due on the Series 2019 Bonds to be paid on the date it is due.

(c) On each principal and interest payment date, from funds on deposit in the Debt Service
Reserve Fund, such additional amounts, if any, as may be necessary to meet principal and
interest payments then due.

Deposits required to be made pursuant to Sections 7(a) and 7(b) above are cumulative, and if the
Net Revenues are not sufficient to credit the amount required in any month, an amount equal to
the deficiency shall be credited from the next Net Revenues thereafter received. The moneys and
investments in the Bond Fund are irrevocably pledged to and shall be used to the extent required
for the payment of principal of and interest on the Series 2019 Bonds when and as the same shall
become due and payable and for that purpose only.

SECTION 8. DEBT SERVICE RESERVE FUND. The City shall accumulate a balance in the
Debt Service Reserve Fund at least equal to the Debt Service Reserve Fund Requirement through
monthly installments of $177.34 commencing on the first month following the Date of Issue and
continuing until an amount equal to the Debt Service Reserve Requirement is accumulated. If at
any time after the tenth anniversary of the Date of Issue the balance in the Debt Service Reserve
Fund is less than the Debt Service Reserve Fund Requirement, the City will transfer Net
Revenues in an amount not less than $177.34 per month to the Debt Service Reserve Fund until
the deficiency is cured. The Debt Service Reserve Requirement is based upon total draws of
$482,000.

Moneys required to be maintained in the Debt Service Reserve Fund will be used only to pay
principal and interest on the Series 2019 Bonds, and only in the event that the Net Revenues and



moneys in the Bond Fund are insufficient to pay Bond principal, premium, if any, and interest
when due; provided, however, that when the balances of the Bond Fund and the Debt Service
Reserve Fund equal an amount sufficient to redeem or pay at maturity all outstanding Series
2019 Bonds, together with interest thereon and premium, if any, said balances may be applied to
such redemption or payment at maturity, as the case may be, whether or not other moneys are
available for such payment.

Any amounts on deposit in the Debt Service Reserve Fund, including interest earnings, in excess
of the Debt Service Reserve Fund Requirement shall be transferred to the Bond Fund. Any
surplus remaining in the Debt Service Reserve Fund after all Series 2019 Bonds have been paid
may be used for any lawful purpose determined by the City Council.

SECTION 9. CONSTRUCTION FUND. The City Council shall establish a Construction Fund
and shall deposit to the credit of such Fund the advances of the Series 2019 Bonds as set forth in
Section 5 hereof. The moneys in the Construction Fund shall be held in trust by the City and
applied to the payment of costs of the Project, reimbursement to the City for certain Project costs
paid by the City and the payment of the costs incurred in connection with the issuance of the
Series 2019 Bonds in accordance with and subject to the provisions of this Section. Pending
such application, moneys in the Construction Fund shall be subject to a lien and charge in favor
of the owners of the Series 2019 Bonds and shall be held for the further security of such owners
until paid out as herein provided.

Moneys in the Construction Fund may be deposited with a qualified depository and any deposits
in excess of federal deposit insurance corporation insurance shall be collateralized in accordance
with Section 21-04-09 of the NDCC. Moneys in the Construction Fund shall be subject to
withdrawal from time to time by the Mayor and City Auditor for the purpose of paying the costs
of the Project, reimbursement to the City for payments theretofore made by the City and the cost
of issuance.

Moneys in the Construction Fund may be invested in such investments as are authorized by law
for the City. Earnings from investment of the funds in the Construction Fund shall remain in the
Construction Fund, and shall be treated and disbursed as Bond proceeds. Any proceeds of the
Series 2019 Bonds and any interest earnings thereon remaining in the Construction Fund after
payment of all costs of the Project, reimbursement of prior expenditures and issuance costs shall
be transferred to the Bond Fund.

SECTION 10. ASSET REPLACEMENT RESERVE. The City shall deposit in the Asset
Replacement Reserve from Net Revenues the amount of $4,333 per year commencing no later
than the first anniversary of the Date of Issue and continuing for the term of the Series 2019
Bonds.

Moneys deposited in the Asset Replacement Reserve may be used to pay the cost of repairs,
replacements or extensions to the Facilities in the event that the Net Revenues and other
available moneys are insufficient to pay such costs. In the event moneys in the Bond Fund and
the Debt Service Reserve Fund are insufficient to pay the principal of and interest on the Bonds



when due, moneys in the Asset Replacement Reserve shall be transferred to the Bond Fund and
used to pay the principal and interest on the Bonds.

SECTION 11. RATE COVENANT. The City covenants that it will establish rates, charges and
fees in connection with the operation of the Facilities which are projected to generate Net
Revenues at least equal to 1.20 times the annual debt service on all outstanding Series 2019
Bonds and any other Parity Bonds as it becomes due. If the Net Revenues fail to meet this level,
the City shall promptly increase its rates, charges and fees to a level so that Net Revenues are
projected to meet the required level. Provided, however, the City may deviate from the
foregoing covenant if the City Council shall determine that compliance therewith will reduce Net
Revenues.

SECTION 12. GENERAL COVENANTS. The City hereby covenants and agrees with the
owners of all outstanding Series 2019 Bonds as follows:

(a) That it will, to the extent the Net Revenues are sufficient, promptly cause the principal and
interest on the Series 2019 Bonds to be paid as they become due.

(b) That it will maintain complete books and records relating to the operation of the Facilities,
the Construction Fund, the Bond Fund, the Debt Service Reserve Fund and the Asset
Replacement Reserve and will cause such books and records to be audited annually at the end of
each fiscal year, and an audit report prepared and made available for the inspection of RUS.
Such audit will be performed in accordance with Generally Accepted Government Auditing
Standards in the form directed by RUS.

(c) That it will not issue bonds or other obligations having a claim upon the Net Revenues
superior to the claim of the Series 2019 Bonds and any other Parity Bonds.

(d) That it will impose, maintain and collect the rates and charges for its sewer utility in an
amount sufficient to pay all Operating Costs, to fund the Debt Service Reserve Fund and Asset
Replacement Reserve and to produce Net Revenues sufficient to pay the principal of and interest
on the Series 2019 Bonds and any other Parity Bonds as the same becomes due.

(e) That all users of the Facilities will be metered.

(F) That it will adopt rate schedules and rules for the operation of the Facilities and will operate
the Facilities in an efficient and economical manner and maintain, preserve and keep every part
of the Facilities in good repair, working order and condition.

SECTION 13. AUTHENTICATION, REGISTRATION AND TRANSFER.

(a) All Series 2019 Bonds shall be in fully registered form. The City hereby appoints the City
Auditor of the City to serve as Registrar for the Series 2019 Bonds (the “Registrar”). A
successor Registrar may be appointed for the Series 2019 Bonds by resolution of the City. The
Registrar shall provide notice to Bondholders of any change in the Registrar not later than the
interest payment date following the change in Registrar.



(b) No Bond shall be entitled to any right or benefit under this Resolution unless it shall have
been manually signed by the Mayor and the City Auditor or, if signed by facsimile signatures,
authenticated by an authorized officer of the City’s Registrar.

(c) The ownership of all Series 2019 Bonds shall be entered in the Bond Register maintained by
the Registrar and the City and the Registrar may treat the person listed as owner in the Bond
Register as the owner of the Bond for all purposes.

(d) The principal of and interest on the Series 2019 Bonds shall be paid on each payment date to
the Bondholder by preauthorized debit. If the preauthorized debit payment process is
discontinued for any reason, the Registrar shall mail each Bond principal and interest payment
on the payment date to the name and address of the Bondholder, as that name and address appear
on the Bond Register as of the fifteenth (15th) day of the month preceding a Bond interest
payment date (the “Record Date”). If payment is so mailed, neither the City nor the Registrar
shall have any further liability to any party for such payment. The final payment of principal of
the Series 2019 Bonds shall be payable only upon presentation and surrender of the Series 2019
Bonds at the office of the Registrar.

(e) Series 2019 Bonds may be exchanged for an equal principal amount of Series 2019 Bonds of
the same maturity which are in different authorized denominations, and Series 2019 Bonds may
be transferred to other owners if the Bondholder submits the following to the Registrar:

(i) written instructions for exchange or transfer satisfactory to the Registrar, signed by the
Bondholder or his attorney in fact and guaranteed or witnessed in a manner satisfactory to the
Registrar; and

(ii) the Series 2019 Bonds to be exchanged or transferred.

(F) The Registrar shall not be required to exchange or transfer any Series 2019 Bonds submitted
to it during any period beginning with a Record Date and ending on the next following interest
payment date; however, such Series 2019 Bonds shall be exchanged or transferred promptly
following that interest payment date. In addition, no transfer or exchange of Series 2019 Bonds
shall be required to be made during the period beginning fifteen days before any selection of
Series 2019 Bonds for redemption and ending on the day of such selection, or for any Bond
selected for redemption in whole or in part.

(9) Each Bond delivered under this Resolution upon transfer or exchange for, or in lieu of, any
other Bond shall carry all the rights to interest accrued and unpaid, and to accrue, which were
carried by such other Bond, and each such Bond shall be so dated that neither gain nor loss in
interest shall result from such transfer, exchange or substitution. Each Bond shall be dated by
the Registrar as of the last interest payment date preceding the date of authentication to which
interest on the Bond has been paid or made available for payment, unless (i) the date of
authentication is an interest payment date to which interest has been paid or made available for
payment, in which case such Bond shall be dated as of the date of authentication, or (ii) the date
of authentication of a Series 2019 Bond is prior to the first interest payment date, in which case
such Bond shall be dated as of the Date of Issue.



(h) For purposes of this Section, Series 2019 Bonds shall be considered submitted to the
Registrar on the date the Registrar actually receives the materials described in subsection (e) of
this Section.

(i) The City may require payment by the Bondholder of a sum sufficient to pay any tax or other
governmental charge that may be imposed in connection with any transfer or exchange of Series
2019 Bonds. All other expenses incurred by the City or the Registrar in connection with any
transfer or exchange of Series 2019 Bonds shall be paid by the City.

() All Series 2019 Bonds surrendered upon any transfer or exchange shall be promptly canceled
by the Registrar and thereafter disposed of as directed by the City.

(K) When any Series 2019 Bond is presented to the Registrar for transfer, the Registrar may
refuse to transfer the same until it is satisfied that the endorsement on such Series 2019 Bond or
separate instrument of transfer is valid and genuine and that the requested transfer is legally
authorized. The Registrar shall incur no liability for the refusal, in good faith, to make transfers
which it, in its judgment, deems improper or unauthorized.

(D) In case any Series 2019 Bond shall become mutilated or be destroyed, stolen or lost, the
Registrar shall deliver a new Series 2019 Bond of like amount, number, maturity date and tenor
in exchange and substitution for and upon cancellation of any such mutilated Series 2019 Bond
or in lieu of and in substitution for any such Series 2019 Bond destroyed, stolen or lost, upon the
payment of the reasonable expenses and charges of the Registrar in connection therewith; and, in
the case of a Series 2019 Bond destroyed, stolen or lost, upon filing with the Registrar of
evidence satisfactory to it that such Series 2019 Bond was destroyed, stolen or lost, and of the
ownership thereof, and upon furnishing to the Registrar of an appropriate bond or indemnity in
form, substance and amount satisfactory to it, in which both the City and the Registrar shall be
named as obligees. All Series 2019 Bonds so surrendered to the Registrar shall be canceled by it
and evidence of such cancellation shall be given to the City. If the mutilated, destroyed, stolen
or lost Series 2019 Bond has already matured or been called for redemption in accordance with
its terms, it shall not be necessary to issue a new Bond prior to payment.

(m) The City may alter these provisions regarding the registration and transfer by mailing
notification of the altered provisions to all Bondholders. The altered provisions shall take effect
on the date stated in the notice, which shall not be earlier than forty-five (45) days after notice is
mailed.

SECTION 14. PARITY BONDS. The City may issue additional Parity Bonds to provide funds
to: (i) finance the acquisition, construction and equipping of additions to Facilities, (ii) repair and
improve the Facilities, or (iii) refund the outstanding Series 2019 Bonds, upon the following
conditions:

(a) No Default has occurred and is continuing;

(b) At the time of the issuance of the Parity Bonds there is no deficiency in the Bond Fund or the
Debt Service Reserve Fund, provided that the Debt Service Reserve Fund or any



other account required to be funded in installments need not be fully funded at the time of
issuance of the Parity Bonds if all required deposits have been made and are current; and

(c) The Resolution authorizing the issuance of the additional Parity Bonds contains a covenant
requiring the City to charge fees projected to generate Net Revenues for the fiscal year following
the year in which the additional Parity Bonds are issued at least equal to 1.20 times the average
annual debt service on all outstanding bonds including the additional Parity Bonds;

All Parity Bonds issued in accordance with this Section shall have a lien on the Net Revenues
which is equal to the lien of the Series 2019 Bonds and all other Parity Bonds issued in
accordance with this Section. Notwithstanding the foregoing, any Parity Bonds shall not have a
lien on or be secured by the Debt Service Reserve Fund established to secure the Series 2019
Bonds. Nothing in this Resolution shall preclude the City from issuing additional bonds which
are expressly made a charge on only the surplus Net Revenues of the Facilities subordinate to the
pledge of Net Revenues to the Series 2019 Bonds authorized hereunder. Notwithstanding the
foregoing, the City may issue Parity Bonds with the written consent of the owners of all of the
outstanding principal of the Parity Bonds and the Series 2019 Bonds.

Provided that prior to issuing Parity Bonds under this Section, the City shall obtain the consent
of RUS.

SECTION 15. DEFAULT AND REMEDIES.
(a) The following events shall constitute Default:
(1) failure to pay the Bond principal or interest when due; or

(i) failure to perform any other obligation of the City imposed by the Resolution or the Series
2019 Bonds, but only if:

(A) the failure continues for a period of more than ninety (90) days after demand has been made
on the City to remedy the failure, and

(B) the City fails to take reasonable steps to remedy the failure within that 90-day period; or
(iii) imposition of a receivership upon the City; or

(iv) written admission by the City that the City is unable to pay its debts as they become due.
(b) Upon Default, any Bondholder may exercise any of the following remedies:

(i) by mandamus or other suit, action, or proceeding at law or in equity, enforce the holder’s
rights against the City and its City Council and any of its officers, agents, and employees and

may require the City or the City Council or any officers,
10



agents, or employees of the City or City Council to perform their duties and obligations under
Chapter 40-35 of the NDCC and the covenants and agreements contained herein;

(ii) by action or suit in equity, require the City and the City Council to account as if they were
the trustees of an express trust;

(iii) by action or suit in equity, enjoin any acts or things that may be unlawful or in violation of
the rights of the bondholders; or

(iv) bring suit upon the Series 2019 Bonds.

A right or remedy conferred by this Section upon any bondholder is not intended to be exclusive
of any other right or remedy, but each such right or remedy is cumulative and in addition to
every other right or remedy and may be exercised without exhausting and without regard to any
other remedy conferred by this chapter or by any other law of the State.

SECTION 16. INSURANCE AND FIDELITY BOND. The City covenants to maintain
insurance appropriate to the risks associated with operation of its Facilities.

() The City shall maintain public liability insurance coverage in amounts which will adequately
cover the City.

(b) The City shall maintain a fidelity bond for all persons who have access to funds in an amount
not less than the annual principal and interest payable on the Series 2019 Bonds.

(c) The City shall maintain property damage and extended coverage in such amount as
recommended by the City’s Engineer.

(d) Workers Compensation coverage will be provided in accordance with state law and
recommendation of the City’s Attorney.

(e) Certificates of insurance or copies of the policies shall be provided to RUS upon request.

SECTION 17. SALES AND LEASES. The City may not sell or exchange or otherwise dispose
of any property constituting a part of the Project unless such property is either worn out or
obsolete or, in the opinion of the City, is no longer useful in the operation of the Project. Any
proceeds of such sale, exchange or other disposition not used to replace the property so sold or
exchanged shall be deposited in the Bond Fund.

The City may lease as lessor or make contracts or grant licenses for the operation of, or grant

easements or other rights with respect to any part of the Facilities if such lease, contract, license,
easement or right does not, in the opinion of the City, impede the operation of the Facilities, and
in the opinion of Bond Counsel, does not affect the tax-exempt status of the Series 2019 Bonds.

Provided that prior to any sales or leases under this Section, the City shall obtain the consent of
RUS.



SECTION 18. AMENDMENT OF RESOLUTION.

(@) This Resolution may be amended without the consent of any Bondholders for any one or
more of the following purposes:

(1) to add to the covenants and agreements of the City in this Resolution any other covenants and
agreements thereafter to be observed by the City or to surrender any right or power herein
reserved to or conferred upon the City;

(i) to cure any ambiguity or formal defect contained in this Resolution, if that cure does not, in
the judgment of the City Council, adversely affect the interests of the Bondholders;

(iii) to issue Parity Bonds in accordance with Section 14 hereof; or

(iv) to make any other change which, in the opinion of Bond Counsel, is not to the prejudice of
the holders of the Series 2019 Bonds.

(b) This Resolution may be amended for any other purpose only upon consent of not less than
fifty percent (50%) in aggregate principal amount of the Series 2019 Bonds outstanding;
provided, however, that no amendment shall be valid which:

(1) extends the maturity of any Bond, reduces the rate of interest upon any Bond, extends the
time of payment of interest on any Bond, reduces the amount of principal payable on any Bond,
or reduces any premium payable on any Bond, without the consent of the affected Bondholder;
or

(ii) reduces the percent of Bondholders required to approve the amendatory resolutions.

SECTION 19. DISCHARGE. When all of the Series 2019 Bonds, and the interest thereon, have
been discharged as provided in this Section, all pledges, covenants and other rights granted by
this Resolution shall cease. The City may discharge all Series 2019 Bonds due on any date by
depositing with the Registrar on or before that date a sum sufficient for the payment thereof in
full; or if any Series 2019 Bond or interest thereon should not be paid when due, the same may
nevertheless be discharged by depositing with the Registrar a sum sufficient for the payment
thereof in full with interest accrued from the due date to the date of such deposit. The City may
also discharge all prepayable Series 2019 Bonds called for redemption on any date when they are
prepayable according to their terms, by depositing with the Registrar on or before that date a sum
sufficient for the payment thereof in full, provided that notice of the redemption thereof has been
duly given as provided herein.

SECTION 20. TAX COVENANTS. The City covenants that it will not take any action, or fail to
take any action, if any such action or failure to take action would adversely affect the exclusion
from gross income of the interest on the Series 2019 Bonds under Section 103 of the Internal
Revenue Code of 1986, as amended (the “Code”). The City will not directly or indirectly use or
permit the use of any proceeds of the Series 2019 Bonds or any other funds of the City, or take or
omit to take any action that would cause the Series 2019 Bonds to be “arbitrage bonds” within



the meaning of Section 148(a) of the Code. To that end, the City will comply with all
requirements of Section 148 of the Code and any applicable regulations to the extent applicable
to the Series 2019 Bonds. In the event that any time the City is of the opinion that for purposes
of this Section it is necessary to restrict or limit the yield on the investment of any moneys held
in the Bond Fund, the 2019 Construction Fund or the Reserve Fund, the City shall take such
action as may be necessary.

Without limiting the generality of the foregoing, the City agrees that there shall be paid from
time to time all amounts required to be rebated to the United States pursuant to Section 148(f) of
the Code and any temporary, proposed or final Treasury Regulations as may be applicable to the
Series 2019 Bonds from time to time. This covenant shall survive payment in full or defeasance
of the Series 2019 Bonds.

Notwithstanding any provision of this Section, if the City receives an opinion of nationally
recognized bond counsel to the effect that any action required under this Section is no longer
required, or to the effect that some further action is required, to maintain the exclusion from
gross income of the interest on the Series 2019 Bonds pursuant to Section 103 of the Code, the
City may rely conclusively on such opinion in complying with the provisions hereof.

SECTION 21. SMALL ISSUER EXEMPTION FROM BANK NONDEDUCTIBILITY
RESTRICTION. The City hereby designates the Series 2019 Bonds as “qualified tax-exempt
obligations” for purposes of paragraph (3) of Section 265(b) of the Code and covenants that the
Series 2019 Bonds do not constitute private activity bonds as defined in Section 141 of the Code,
and that not more than $10,000,000 aggregate principal amount of obligations the interest on
which is excludable (under Section 103(a) of the Code) from gross income for federal income
taxes (excluding, however, private activity bonds, as defined in Section 141 of the Code, other
than qualified 501(c)(3) bonds as defined in Section 145 of the Code), including the Series 2019
Bonds, have been or shall be issued by the City, including all subordinate entities of the City,
during the calendar year 2019.

SECTION 22. REBATE. For purposes of qualifying for the small issuer exception to the federal
arbitrage rebate requirements in accordance with Section 148(f)(4)(D) of the Code, the City
covenants that it is a governmental unit with general taxing powers; that the Series 2019 Bonds
are not private activity bonds as defined in Section 141 of the Code; that 95% or more of the Net
Proceeds of the Series 2019 Bonds are to be used for local governmental activities of the City (or
of a governmental unit the jurisdiction of which is entirely within the jurisdiction of the City),
and that the aggregate face amount of the all tax exempt obligations (other than private activity
bonds as defined in Section 141 of the Code) issued by the City including all subordinate entities
of the City, during the calendar year 2019 will not exceed $5,000,000.

SECTION 23. OTHER DOCUMENTS AND PROCEEDINGS. The officers of the City are
hereby authorized and directed to execute and carry out or cause to be carried out the obligations
which are necessary or advisable in connection with this Resolution and the issuance, sale and
delivery of the Series 2019 Bonds. The officers of the City are further authorized and directed to
prepare, execute and furnish to the attorneys passing on the legality of the Series 2019 Bonds,
certified copies of all proceedings, ordinances, resolutions and records and all such certificates



and affidavits and other instruments as may be required to evidence the legality and
marketability of the Series 2019 Bonds, and all certified copies, certificates, affidavits and other
instruments so furnished shall constitute representations of the City as to the correctness of all
facts stated or recited therein. The City hereby ratifies, confirms, and adopts all acts performed,
resolutions, motions or ordinances passed or adopted and publications had in and incidental to
the sale and issuance of the Series 2019 Bond whether or not reflected on the official minutes
and records of the City.

SECTION 24. CERTIFICATES. The Mayor and City Auditor, in consultation with bond
counsel, are hereby authorized to deliver a Certificate which cures ambiguities, defects or
omissions herein, corrects, amends or supplements any provision herein, all in furtherance of the
financing contemplated herein.

Dated: May 6, 2019.

CITY OF BEACH, NORTH DAKOTA

ATTEST:

Mayor

City Auditor

The governing body of the City acted on the foregoing resolution at a properly noticed meeting
held in Beach, North Dakota, on May 6, 2019, with the motion for adoption made by Mark
Benes and seconded by Andy Zachmann, and the roll call vote on the motion was as follows:
"Aye" Benes, Larson, Zachmann, Gerving

"Nay"

Absent
Marman, Walworth and Wolff
Abstain

Benes moved to approve the Closing & Non-Arbitrage Certificate of $482,000 for the City of
Beach, North Dakota, Sewer Revenue Bond, Series 2019, second by Zachmann. Motion carried
unanimously.

An Application for Raffle submitted by Spirit of the West was presented. Benes moved to
approve, second by Larson. Motion carried unanimously.

An Application for Raffle submitted by Golden Valley County Fair Association was presented.
Benes moved to approve, second by Larson. Motion carried unanimously.

Correspondence from ND DOT regarding pavement markings was read.



Thank you correspondence from Dante Hatch and the Buchholz family was read.

An Application for Special Events submitted by Golden Valley County Fair was reviewed.
Benes moved to approve, second by Zachmann. Motion carried unanimously.

The remainder of the meeting was spent reviewing Chapter XI Procedure to Grant a Franchise.

No other business was brought forward. Marman moved to adjourn, second by Zachmann.
Meeting adjourned at 8:35 p.m.

ATTEST:

Henry Gerving, Mayor

Kimberly Gaugler, City Auditor





