CHAPTER 9: MUNICIPAL FINANCE

Article1: ASSESSMENT PROCEDURE

Section 9101. Charter and general law provisions The assessment procedure shall be as provided in
Chapter X of the City Charter and State law.




CHAPTER 9: MUNICIPAL FINANCE

Article 2: SPECIAL ASSESSMENTS

Section 9201. Council Authority.
9201.1 The Council shall have power to determira the whole or any part of the cost of any public
improvement shall be benefited, as provided in @rayll of the City Charter and this chapter.

9201.2 The Council, in order to ascertain whethparicular number of property owners to be assesse
desire a particular improvement to be made, mayeasigthat a petition therefore be presented, or may
receive such a petition voluntarily presented.eiliner event, such petitions shall be advisory amg
shall not be jurisdictional.

9201.3 The cost of any improvement which may beagefd by special assessment shall include the cost
of surveys, plans, acquiring rights-of-way, assesgmoll preparation, notices, costs incident te th
making of an improvement, the special assessmergftire and the financing thereof.

Section 9202. Preliminary Report. Before ordering any public improvement, when partall the
expense is to be defrayed by special assessmenCdhncil shall direct the City Superintendent to
prepare, or have prepared, a report which shdllidecthe cost of the improvement, a descriptiothef
proposed assessment district or districts, and etlar pertinent information as will permit the Qo

to decide the cost, extent, and necessity of tipeduement proposed, and what portion of the castilsh
be paid by special assessments upon the propgrécially benefited and what part, if any, should be
paid by the City. The report shall be filed wittetCity Clerk and copies transmitted to the Council

Section 9203. Hearing on Necessity for Project

9203.1 After the City Superintendent has presetitedeport required in Section 9202 and the Council
has reviewed it, if the Council desires to procedith the improvement and special assessment, It sha
pass a resolution tentatively determining the natesf the improvement. The resolution shall feeth

the nature of the improvement, describe what portbthe cost of the improvement shall be paid by
special assessments upon the property specialgfibEhand what part shall be paid by the City cdes

the method by which assessment for each parcebwitietermined, and provide for the rate of inteiees
be charged on the installments or the method bgtwthie interest rate will be set.

9203.2 The Council shall set a date for a publiarimg on the necessity for the proposed improvement
and shall direct the City Clerk to publish the petiof the hearing once in a newspaper of general
circulation in the City not less than ten (10) dayier to the date set for the hearing and to gietce of

the hearing to each owner of an interest in thepgnty to be assessed, as shown by the last general
assessment roll of the City. Notice shall be gibgrfirst class mail addressed to owners at theesdd
shown on the tax records at least 10 days befaredéite of the hearing. The notice shall state that
comments may be made in person by the owner oorhieer agent or in writing delivered to the City
Clerk prior to the hearing. The notice shall aitate that appearance and protest at the hearing is
required in order to appeal the amount of the assest to the State Tax Tribunal. The hearing requi

by this section may be held at any regular or spp@ceeting of the Council.

9203.3 At the public hearing on the proposed impnognt, all persons interested shall be given an
opportunity to be heard, after which the Councilynaecide to proceed with the improvement or to
modify the scope of the public improvement. Theegaing body shall maintain a record of parties who
appear to protest at the hearing. If a hearingriinated or adjourned for the day before a party
provided the opportunity to be heard, a party whappearance was recorded is considered to have
protested the special assessment in person. Hcge of the improvement is increased or additeoas



made to the district described in the resolutiod aatice, another hearing shall be held as provided
Subsection 9203.2. If the Council shall decidprimceed with the improvement, it shall pass a teswi
approving the plans and specifications for the mapment; determining the estimated cost thereof;
determining what proportion of such cost shall bil by special assessment upon the property edlgecia
benefited and what part, if any, shall be a genebdibation of the City; determining the number of
installments in which assessments may be paidrenthte of interest to be charged on installmentee
method by which the interest rate will be set; geating the district or land and property upon \ahic
special assessment shall be levied; and directingassessment roll in accordance with the Council's
determination.

9203.4 The Council, in its discretion, may delag greparation of the special assessment roll aftér
the completion of the improvement, in which casedhtual cost thereof shall be reported to the €igun
and the special assessment roll shall then be foadlee actual cost rather than for the estimatest as
in other cases.

9203.5 If the owners of more than one-half (1/2) ttal area of the property to be assessed dhjaltto

in writing to the special assessment, the improvenshall not be made unless the Council shall
determine by resolution adopted by a four-fifthg5{4majority that the proposed improvement is
immediately necessary for the public health, welfand safety.

Section 9204. Deviation from Plan and Specificatian No deviation from the plans or specifications as
approved shall be permitted without authority of @ouncil by resolution. A copy of the resolution
authorizing changes shall be attached to the @iigilans and specifications on file with the Citigi®.

Section 9205. Preparation of Assessment Roll.

9205.1 After the Council has authorized the pubiigprovement by the resolution described in
Subsection 9203.3, the City Assessor shall preaaspecial assessment roll describing all the Iots a
parcels of land to be assessed and the name gietsens chargeable with the assessment thereon and
levying against each lot or parcel the amount tadsessed, in the manner directed by the Coulfiche
ownership of any parcel is unknown to the City Aseg, he or she shall insert the word "unknown" in
lieu of the name of the owner. If any person shallimproperly designated as the owner of any fot o
parcel, or if any parcel shall be assessed in #éimeenof any person other than the owner, such ameass
shall not be vitiated, but shall in all respectsaberalid against any parcel as though assesshd imame

of the property owner.

9205.2 If the assessment is required to be madwding to frontage, the Assessor shall assessctolet

or parcel of land the relative portion of the whal@ount to be levied as the length or frontageuchs
premises abutting upon the improvement bears tomin@de frontage of all lots to be assessed, unless
because of the shape or size of any lot an assesdor a different number of feet would be more
equitable. If the assessment is directed to beemaadording to benefits, then the Assessor shedisas
upon each lot or parcel the relative proportiorthef whole sum to be levied as shall be proport®at
the estimated benefit resulting to the lot or pliiroen the improvement.

9205.3 When the Assessor has completed the assessitiehe or she shall attach thereto or endorse
thereon a certificate that the roll has been pegbaursuant to a resolution of the Council giving tlate

of adoption of the resolution, and that in makihg assessment, the Assessor has as nearly asl@ossib
according to his or her best judgment, conformedalinrespect to the directions contained in the

resolution and to the Charter and provisions o$ thidinance. The assessor shall file the special
assessment roll with the City Clerk for presentatmthe Council.



Section 9206. Public Hearing on Special Assessmétiill.

9206.1 Upon receipt of the special assessmentthellCouncil shall set a date for a hearing on aoop

of the special assessment roll and direct the Cligyk to give notice of the hearing in the same mearas
notice for the public hearing on the necessitytaf improvement, as provided in Section 9203. The
hearing required by this section may be held atragular or special meeting of the Council. TheyCi
Assessor shall be present at every meeting of thm€ll at which a special assessment is to bewade

9206.2 The Council shall meet and review the spessessment roll at the time and place appoimedd a
shall consider all comments submitted. The Coumeiy correct the roll as to any special assessorent
description of any lot or parcel of land or as ty ather errors appearing therein. Changes matieein
roll shall be noted in the Council's minutes. Aftee hearing, the Council may confirm that special
assessment roll with such corrections as may haea lnade, if any, or may refer it back to the City
Assessor for revision. The same procedure shdbltmeved in revising the roll as in making the ginal
roll.

9206.3 If after hearing all objections and makingeord of such changes as the Council deemsig@aktif
the Council determines that it is satisfied witle tloll and that the assessments are in proportidhet
benefits received, it shall pass a resolution irgithese determinations and confirming the rdte City
Clerk shall endorse the date of confirmation ongpecial assessment roll.

9206.4 When any special assessment roll shall ibdirewd by the Council, it shall be final and
conclusive, subject only to adjustment to confoarthe actual cost of the improvement as provided in
Section 9210.

Section 9207. Notice of Special Assessment; Appedlfter the Council has confirmed the roll, theyCi
Treasurer shall notify by mail each property ownarthe roll that the roll has been filed, statihg t
amount assessed and the terms of payment. Theerghtall include a statement that the owner or any
person having an interest in the real property filaya written appeal of the special assessmerit thie
State Tax Tribunal within thirty (30) days afteretkonfirmation of the special assessment rollhéf t
special assessment was protested at the hearishdoinehe purpose of confirming that roll. Failue the
part of the City Treasurer to give notice shallaldate only the assessments on property affebiedhe
lack of notice. A special assessment shall naddmared invalid as to any property if the ownether
party in interest thereof has actually receivedcegthas waived notice, or has paid any part of the
assessment.

Section 9208. Attachment of Liens; Collection All special assessments contained in any special
assessment roll, including any part thereof forohhdeferred payment is permitted, shall constiatien
upon the respective lots or parcels of land asdeseen the date of confirmation of the roll. Then
shall be in the same character and affect as #medreated for City taxes and shall include accrued
interest and penalties. All special assessmemttalko be a charge against the respective ovofdaise

lots or parcels of land until paid. In case ofinglency they may be collected in the same mansier a
regular taxes or by suit against the person to whssessed.

Section 9209. Special Assessment; When Due

9209.1 All special assessments, except such imgats as the Council shall make payable at a future
date as provided in Subsection 2, shall be duepagéble upon confirmation of the special assessment
roll.

9209.2 The Council may provide for the paymentpdcsal assessments in annual installments. Annual
installments shall not exceed twenty in number,fitst installment being due upon confirmation bét
roll or on such later date as the Council may deitee, and additional installments being due anguall



thereafter. Interest shall be charged on all dedeinstallments at a rate to be set by the Council
commencing on the due date of the first installmerite full amount of all or any deferred instalime
with interest accrued thereon to the date of paymrmeay be paid in advance of the due date.

9209.3 The whole or any part of the special asseissmay be paid during a period of thirty (30) days
from the date of confirmation of the special assesg without interest or penalties. Not later than
fifteen (15) days after the end of the thirty (2&)y period, the Treasurer shall transmit the mlthe
Assessor with all payments upon assessments notegon. The Assessor shall then compute, in each
year, the annual installments as have been fixatdoZouncil.

9209.4 The first installment shall be spread upwo: hext City tax roll in a column headed special
assessments, together with the interest upon pHidrinstallments from the date of confirmationtlod
roll, to and including the thirty-first of July @he year in which the tax roll is made; providedttany
fractional amount shall be considered as a full tmgureriod. Thereafter, one installment shall beag
upon each annual tax roll, together with one yeaatérest upon all unpaid installments; providedewh
any annual installment shall have been prepaia there shall be spread upon the tax roll for syezr
only the interest upon all unpaid installments.

9209.5 After each installment has been placed ertdh rolls, the same shall be collected by thg Cit
Treasurer with the same rights and remedies, andliges and interest, as provided for the collectod
City taxes.

9209.6 After the expiration of the thirty (30) dpgriod provided for in Subsection 9209.3 above, any
installment which has not been spread upon thedis may be discharged by paying the face amount
thereof plus one full year's interest thereon.e Teasurer shall report to the Assessor all addnc
payments on installments so that the Assessor ishedl the information before spreading installments
the next City tax roll.

Section 9210. Deficiency Assessments and Refunds
9210.1 Upon completion of the improvement and paymoé the cost thereof, the Treasurer shall certify
to the Council the total cost of the improvement.

9210.2 If the assessments in any special assessatienmcluding the amount assessed to the Citg as
general obligation, prove insufficient for any reago pay the cost of the improvement for whichythe
were made, then the Council shall make additiosséssments against the City and the several Idts an
parcels of land in the special assessment disini¢hie same ratio as the original assessmentyydply

the deficiency.

9210.3 If the assessments levied prove to be nhaire 5% larger than necessary to defray the casieof
improvement, then the Council shall, by resolutiorder the excess over 5% to be applied to theidnpa
installments of the special assessments againktletor parcel of land, in the inverse order iniabh
they are payable. Any amount of such excess asydot or parcel or land which cannot be applied i
this manner shall be refunded to the owner as shgvthe records of the City Assessor.

Section 9211. ReassessmentVhenever any special assessment shall be heldidniey reason of
irregularity or informality in the proceedings byyacourt of competent jurisdiction, the Council kha
whether the improvement has been made or not, etheh any part of the assessment has been paid or
not, have power to cause a new assessment to be foadhe same purpose for which the former
assessment was made. All proceedings on suchessassnt and for the collection thereof shall be
conducted in the same manner as provided for irotiggnal assessment; and whenever the assessment,
or any part thereof, levied upon any premises le@h [0 set aside, if the same has been paid and not

NS



funded, the payments so made shall be applied tiporreassessment and reassessment shall to that
extent be deemed satisfied.

Section 9212. Authorization of Special AssessmenbBds The Council may authorize by resolution
the issuance of bonds in anticipation of the ctilbecof special assessments and general oblightiods
evidencing the City's share of the cost of anyllpadlic improvement.

Section 9213. Lands Divided After AssessmentShould any lot or parcel be divided after a &dec
assessment thereon has been confirmed and divdednistallments, and before the collection of all
installments, the Council may require the City Ass# to apportion the uncollected amounts upon the
several parts of lots and lands so divided. Tip@nteof such apportionment, when confirmed, shall b
conclusive upon all the parties and all the assestsrthereafter shall be made upon such lots aislan
according to the Assessor's division.




CHAPTER 9: MUNICIPAL FINANCE

ARTICLE 3: 1993 SEWAGE DISPOSAL SYSTEM REVENUE BONDS

Section 9301. Definitions Whenever used in this ordinance, except whenrwibe indicated by the
context, the following terms shall have the follagimeanings:
(&) "Act 94" means Act 94, Public Acts of Michigal933, as amended.

(b) "Adjusted Net Revenues" means for any opegatgar the excess of revenues over expenses for the
System determined in accordance with generallymedeaccounting principles, to which shall be added
depreciation, amortization, interest expense ondBpand any payments to the Issuer in lieu of taes
which may be made the following adjustments:

0] Revenues may be augmented by the amount ofratieyincreases adopted prior to the
issuance of additional Bonds or to be placed irftece before the time principal or interest on the
additional Bonds becomes payable from Revenuep@id to quantities of service furnished during th
operating year or portion thereof that the incrdastes were not in effect;

(ii) Revenues may be augmented by amounts whighbeaderived from rates and charges
to be paid by new customers of the System.

The adjustment of revenues and expenses by therdaset forth in (I) and (ii) above shall be
reported upon by professional engineers or cettifieblic accountants or other experts not in tiyeile
employment of the Issuer.

(c) "Bonds" means the Series 1993 Bonds, togetitarany additional bonds of equal standing heszaft
issued.

(d) “Depository Bank" means the State Savings Bafhkrankfort, Michigan, being a bank qualified to
act as a depository of the proceeds of the salkeoBonds under the provisions of Act 94, or suitteio
qualified state or national banking corporatiorassociation as shall be designated by the Citystirea

(e) "Issuer" means City of Frankfort, County ofiBie, State of Michigan.
() "MMBA" means the Michigan Municipal Bond Aubhity.

(g) "Project" means the acquisition, constructiostallation, furnishing and equipping of improvertse

to the System, consisting generally of combinedeseseparation and storm sewer construction and
appurtenances and attachments thereto, all asredgoy and pursuant to Final Abatement Order No.
2130 of the Water Resources Commission and the @mabSewer Overflow Report prepared in
connection therewith and approved by the DepartroeN&atural Resources.

(h) "Revenues" and "Net Revenues" means the re@geand net revenues of the System and shall be
construed as defined in Section 3 of Act 94, iniclgdvith respect to "Revenues”, the earnings ddrive
from the investment of moneys in the various fuadg accounts established by or referenced in this
Article.

(i) “Series 1993 Bonds” means the 1993 Sewaged3mpSystem Revenue Bonds (General obligation
Limited Tax), in the principal amount of $180,00@f#orized by this Article.

() “Sufficient Government Obligations” means diteobligations of the United States of America or
obligations the principal of and interest on whigliully guaranteed by the United States of Amerioat



redeemable at the option of the issuer, the prahcgnd interest payments upon which without
reinvestment of the interest, come due at suchstiamel in such amounts as to be fully sufficienpay
the interest as it comes due on the Bonds andrtheigal and redemption premium, if any, on the &sn
as it comes due whether on the stated maturity alatgoon earlier redemption. Securities represgntin
such obligations shall be placed in trust with akbar trust company, and if any of the Bonds arbdo
called for redemption prior to maturity, irrevocabhstructions to call the Bonds for redemptionlishe
given to the paying agent.

(k) "System" means the sewage disposal systerheoigsuer including all enlargements, extensions,
repairs and improvements thereto hereafter acquired

Section 9302. Necessityit is hereby determined to be a necessary pyhlipose of the Issuer to
purchase and acquire the Project.

Section 9303. Costs; Useful LifeThe cost of the Project is estimated to be Onedrath Eighty
Thousand Dollars ($180,000), including the payn@nncidental expenses as specified in Section 4 of
this ordinance, which estimate of cost is hereljyreyed and confirmed, and the period of usefulléss
the Project is estimated to be not less than twgttyyears.

Section 9304. Payment of Cost: Bonds Authorizedo pay part of the cost of acquiring the Project,
including payment of legal, engineering, finan@al other expenses incident thereto and incidetiteto
issuance and sale of the Series 1993 Bonds, therisball borrow the sum of not to exceed One Heohdr
Eighty Thousand Dollars ($180,000) and issue thee§4993 Bonds therefor pursuant to the provisions
of Act 94.

Section 9305. Bond Details; Issuance in Series; Rstgation and Execution. The Bonds hereby
authorized shall be designated 1993 SEWAGE DISPOSXETEM REVENUE BONDS (GENERAL
OBLIGATION LIMITED TAX), shall be payable out of th Net Revenues as set forth more fully in
Section 9307 hereof, shall consist of fully-registe bonds of the denomination of $5,000 each, or
integral multiples thereof not exceeding in any gaar the amount maturing in that year, dated dbeof
date of delivery, numbered in order of registratiord shall mature serially on May 1 in the yeard an
amounts as follows:

Year Amount
1994 $ 5,000
1995 5,000
1996 5,000
1997 5,000
1998 5,000
1999 5,000
2000 5,000
2001 5,000
2002 5,000
2003 10,000
2004 10,000
2005 10,000
2006 10,000
2007 10,000
2008 10,000
2009 15,000
2010 15,000



Year Amount

2011 15,000
2012 15,000
2013 15,000

The Series 1993 Bonds shall bear interest at aratgtes to be determined on the sale thereofnbany
event, except as provided below, not exceeding @/apnum payable on May | and November 1 of each
year, commencing November 1, 1993. The paymensadadtthe principal and interest on the Series 1993
Bonds may be changed without further action of @y Council to dates specified on the Purchase
Contract hereinafter mentioned as finally accepiatl executed as provided in this Section 9305.

So long as the Series 1993 Bonds are owned by MMB@ Series 1993 Bonds shall bear additional
interest as follows: In the event of a defaulthe payment of principal of or interest on the Sei693
Bonds when due, whether at maturity, by redempoioatherwise, the amount of such default shall bear
interest (the "additional interest") at a rate édqoathe rate of interest which is one percent &bthe
MMBA's cost of providing funds (as determined by tIMBA) to make payment on the bonds of the
MMBA issued to provide funds to purchase the Seti®@93 Bonds but in no event in excess of the
maximum rate of interest permitted by law. The #ddal interest shall continue to accrue until the
MMBA has been fully reimbursed for all costs in@dry the MMBA (as determined by the MMBA) as
a consequence of the Issuer's default. Such additioterest shall be payable on the interest payme
date following demand of the MMBA. In the eventttfar reasons other than the default in the paymen
of any municipal obligation purchased by the MMBA investment of amounts in the reserve account
established by the MMBA for the bonds of the MMBgsiied to provide funds to purchase the Series
1993 Bonds, fails to provide sufficient availablmdls (together with any other funds which may beena
available for such purpose) to pay the interesbutstanding bonds of the MMBA issued to fund such
account, the Issuer shall and hereby agrees toopagemand only the Issuer's pro rata share (as
determined by the MMBA) of such deficiency as addil interest on this Bond.

So long as MMBA is the owner thereof, the Serie83LBonds are payable as to principal, premium, if
any, and interest at the principal corporate tofiste of the bank or trust company designated fiting

by MMBA or at such other place as shall be desigmhan writing to the Issuer by MMBA ("MMBA's
Depository"), and the Issuer agrees that it wijpatdt with MMBA's Depository payments of principal,
premium, if any, and interest on the series 1998d8an immediately available funds at least fivg (5
business days prior to the date on which any sagimpnt is due, whether by maturity, redemption or
otherwise. If the Series 1993 Bonds are transfeoseMMBA, interest shall be paid by check or draft
mailed by the transfer agent selected by the Qiga3urer to the person or entity who or which sspf
the 15th day of the month preceding the interegimaeat date, the registered owner at the registered
address as shown on the registration books magttdig the transfer agent. The date of determination
registered owner for purposes of payment of inteaegprovided in this paragraph may be changedéy t
issuer to conform to market practice in the futdree Series 1993 Bonds shall be sold to the MMBA
pursuant to a Purchase Contract substantially énfahm of Exhibit A attached hereto at not lesstha
95% of their par value and at a net interest costtm exceed 7% per annum. If MMBA transfers the
Series 1993 Bonds, the principal of the Series 1B88ds shall be payable upon presentation and
surrender of the Series 1993 Bonds at the bankust tompany designated by the City Treasurer as
registrar and transfer agent for this issue.

The forms of (a) Purchase Contract and (b) Rev&haging Pledge Agreement, both between the issuer
and MMBA, attached hereto as Exhibits A and B, eefipely, and on file with the City Clerk, are
hereby approved.



The Series 199Bonds are subject to redemption prior to maturtypeovided in the form of the Series
1993 Bond set forth in Section 9311 of this Articlde date of first redemption may be adjustedhey t
Mayor and City Clerk to a date that is not morenthao years earlier or two years later than the dat
provided in Section 9311 without further actionthg City Council and as evidenced by executiorhef t
Series 1993 Bonds by the Mayor and City Clerk. &otbf redemption shall be given in the manner
specified in the form of the Series 1993 Bonds @ioied in Section 9311 of this Article.

The Mayor, the City Clerk/Treasurer, the City Supendent, or any of them, are hereby authorized to
execute and deliver the Purchase Contract and #weriRe Sharing Pledge Agreement in the forms
approved, with such changes and insertions in siadtuments as may be necessary or desirable,
permitted by law and not materially adverse tolgsier. The Mayor, the City Clerk/Treasurer and the
City Superintendent, or any of them, is hereby awiled to accept or reject the interest rates and
purchase price offered by MMBA, subject to the tatibns contained herein.

The Series 1993 Bonds delivered initially to MMBHRad be signed by the manual or facsimile signature
of the Mayor and countersigned by the manual sigeadf the City Clerk/Treasurer and shall have the
corporate seal of the Issuer impressed or pririteckon. If MMBA transfers the Series 1993 Bonds, th
Issuer shall cause replacement bonds to be priateldenticated and delivered to the transfereetffiém
accordance with instructions from the City Clemkdauch Bonds shall be executed with the facsiorile
manual signatures of the Mayor and the City Clem@Surer and the seal of the Issuer shall be irspdes
or imprinted thereon. Executed blank bonds for gtegtion and issuance to transferees shall
simultaneously, and from time to time thereafternasessary, be delivered to the transfer agent for
safekeeping.

Section 9306. Registration and Transfer.Any Bond may be transferred upon the books requivdak
kept pursuant to this section by the person in whaame it is registered, in person or by the regesk
owner's duly authorized attorney, upon surrendghefBond for cancellation, accompanied by delivery
of a duly executed written instrument of transfeaiform approved by the transfer agent. Whenenwgr a
Bond or Bonds shall be surrendered for transfer, Iisuer shall execute and the transfer agent shall
authenticate and deliver a new Bond or Bonds ta Aggregate principal amount. The transfer agent
shall require payment by the bondholder requedtiegransfer of any tax or other governmental aharg
required to be paid with respect to the transféie Tssuer shall not be required (i) to issue, tepgithe
transfer of or exchange any Bond during a periggiimeng at the opening of business 15 days befwe t
day of the giving of a notice of redemption of Bersklected for redemption as described in the fiufrm
Series 1993 Bonds contained in Section 9311 ofAhisle and ending at the close of business ordtne

of that giving of notice, or (ii) to register theahsfer of or exchange of any Bond so selected for
redemption in whole or in part, except the unredsmortion of Bonds being redeemed in part. The
Issuer shall give the transfer agent notice of foalledemption at least 20 days prior to the datiice of
redemption is to be given.

The transfer agent shall keep or cause to be kapits principal office, sufficient books for the
registration and transfer of the Series 1993 Bowntiéch shall at all times be open to inspectionthoy
Issuer; and, upon presentation for such purpose, tthnsfer agent shall, under such reasonable
regulations as it may prescribe, transfer or caadee transferred, on said books, Series 1993 Baads
hereinbefore provided.

If and so long as the Series 1993 Bonds are heltidWIMBA, (a) the City Treasurer shall perform the
notification, bond registration and transfer fuoo8 of the transfer agent, and (b) provisions irejato
transfer of the Bonds may be deleted from the fofiBonds; otherwise, the City Treasurer shall penfo
or designate a transfer agent to perform the aés@ibed functions.



If any Bond shall become mutilated, the Issuethatexpense of the holder of the Bond, shall exgcut
and the transfer agent shall authenticate and efeli@ new Bond of like tenor in exchange and
substitution for the mutilated Bond, upon surrenidethe transfer agent of the mutilated Bond. Iy an
Bond issued under this Article shall be lost, dpgtd or stolen, evidence of the loss, destructiotineft
may be submitted to the transfer agent and, if &éhiglence is satisfactory to both and indemnity
satisfactory to the transfer agent shall be giwerd if all requirements of any applicable law imlthg

Act 354, Public Acts of Michigan, 1972, as amend@&tt 354"), being sections 129.131 to 129.135,
inclusive, of the Michigan Compiled Laws have beest, the Issuer, at the expense of the owner, shall
execute, and the transfer agent shall thereupdmeatitate and deliver, a new Bond of like tenor and
bearing the statement required by Act 354, or gmylieable law hereafter enacted, in lieu of and in
substitution for the Bond so lost, destroyed otestolf any such Bond shall have matured or shall b
about to mature, instead of issuing a substitutedBthe transfer agent may pay the same without
surrender thereof.

Section 9307. Payment of Bonds; Limited Tax GenerdDbligation Pledge Principal of and interest
on the Series 1993 Bonds shall be payable fromNéiEe Revenues. There is hereby recognized the
statutory lien upon the whole of the Net Revenueated by this Article with respect to the Seri@83
Bonds, and the statutory lien is to continuél ypayment in full of principal of and interest ahe
Series 1993 Bonds, or until sufficient cash or Bight Government Obligations have been deposited i
trust for payment in full of principal of and inest on all Series 1993 Bonds then outstanding, to
maturity, or, if called for redemption, to the ddibdeed for redemption together with the amount o t
redemption premium, if any. Upon deposit of casbuificient Government Obligations, as provided in
the previous sentence, the statutory lien shatiebminated with respect to the Series 1993 Borlgs, t
holders of the Series 1993 Bonds shall have ndnduntights under this ordinance except for payment
from the deposited funds, and the Series 1993 Bshd#l no longer be considered to be outstanding
under this Article.

As additional security for the Series 1993 Bonts, Issuer, pursuant to authorization of Sectiofi Kob

94, hereby irrevocably pledges its limited tax faith and credit for the prompt and timely paymehits
obligations pledged for payment of the Series 1B88ds as expressed in this ordinance. Pursuant to
such pledge, if Net Revenues are not availablelsteer shall be required to pay such amounts &oyn

of its general funds as a first budget obligatiowd ghall each year levy an ad valorem tax on &l th
taxable property in the Issuer in an amount whiaking into consideration estimated delinquencies i
tax collections, will be sufficient to pay the Sexi1993 Bonds before the time of the following {getax
collections, such annual levy shall be in an amaufficient to pay the Series 1993 Bonds subject to
applicable constitutional, statutory and charteiitttions. The pledge shall continue until paymarfull

for the principal of and interest on all the Seri€&#93 Bonds, or until sufficient cash or Sufficient
Government Obligations or shall have been depositetust for payment in full for all Series 1993
Bonds with respect to which this ordinance is talbfeased to their maturity, or, if called for region,

to the date fixed for redemption. If the Series3@nds are owned by the MMBA at the time of such
deposit, the sufficiency of such deposit shall bafied by a nationally recognized firm of certdigublic
accountants. Upon such deposit, the pledge andiselsarein created shall be terminated with respec
the Series 1993 Bonds, the holders of the Seri@8 Bbnds shall have no further rights under this
ordinance except for payment from the depositediuand the Series 1993 Bonds shall no longer be
considered to be outstanding under this ordinance.

Section 9308. ManagemenfThe operation, repair and management of the Syateihthe acquiring of
the Project shall continue to be under the supierviand control of the city council.

Section 9309. Rates and Charges; No Free Servidéde rates and charges for service furnished @y th
system and the methods of collection and enforceonfehe collection of the rates shall be thoseffect




on the date of adoption of this Article. The Isshereby covenants and agrees to fix and maintadtl at
times while any of the Bonds shall be outstandunchsrates for service furnished by the system a#f sh
be sufficient to provide for the operation, mairieoe and administration of the System, to pay the
principal of and interest on all bonds payable frira Net Revenues of the System and to keep the
System in good repair and condition. No free sergicuse of the System, or service or use of tlsteBy

at less than cost, shall be furnished by the Sysbeany person, firm, or corporation, public onvgte, or

to any public agency or instrumentality, includihg Issuer.

Section 9310. Bond ProceedsUpon delivery of the Series 1993 Bonds therel siafirst immediately
deposited from the proceeds of the Series 1993 8amdhe Series 1993 Bond Redemption Fund (as
hereinafter defined) an amount equal to the acciuiedest, if any, received on delivery of the 8gri
1993 Bonds. The balance of the proceeds of theasdlee Series 1993 Bonds shall be deposited in the
Depository Bank in the Construction Fund (as herféen defined and provided). Moneys in the
construction Fund shall be applied solely as predioh Section 12(A) of this ordinance.

Section 9311. Bond FormThe Series 1993 Bonds shall be in substantiaéyfollowing form:

Section 9312. Custodian of Funds; FundsThe Issuer's Treasurer shall be custodian offueltls
belonging to or associated with the System. Sucdkddshall be deposited in the Depository Bank. The
Issuer's Treasurer is hereby directed to creataramdtain the following funds and accounts into abhi
the proceeds of the Bonds and the Revenues shdépmsited in the manner and at the times proviided
this Article, which accounts shall be establishad aaintained so long as any of the Bonds remain
unpaid, except as otherwise provided in this Aeticl

(A) CONSTRUCTION FUND. The proceeds of the Seri@93 Bonds after accrued interest, if any, has
been deposited as described below, shall be dedosit the 1993 SEWER IMPROVEMENTS
CONSTRUCTION FUND (the "Construction Fund") in tbepository Bank. Said moneys shall be used
solely for the purposes for which the Series 1968d3 are issued.

Any unexpended balance of the proceeds of theodlee Series 1993 Bonds remaining after completion
of the Project herein authorized may be used fahén improvements, enlargements and extensions of
the System in the discretion of the Issuer, pravitieat at the time of such expenditure such use be
approved by the Michigan Department of Treasurys(ith approval is then required by law). Any
remaining balance after such expenditure shalldie mto the Series 1993 Bond Redemption Fund (as
hereinafter provided) and shall be used for thpgyment of the Series 1993 Bonds.

After completion of the Project and dispositionrefmaining proceeds, if any, of the Series 1993 Bond
pursuant to the provisions of this Section, thestraretion Fund shall be closed.

(B) RECEIVING FUND. The Revenues of the System Ishalset aside, as collected, and deposited in
the Depository Bank, in the SEWAGE DISPOSAL SYSTRMCEIVING FUND (hereinafter referred
to as the "Receiving Fund") and moneys so depoaiteghledged for the purposes of the following find
and so shall be transferred, expended and usedrotilg manner and order as follows:

(1) Operation and Maintenance Furfidhere shall first be withdrawn from the ReceivingnB quarterly

and set aside in and transferred to an operatidmanntenance Fund hereby established (the "Oparati
and Maintenance Fund"), an amount sufficient tovigi® for the payment of the next quarter's current
expenses of administration and operation of thaée®ysand such current expenses for the maintenance
thereof as may be necessary to preserve the sago@dhrepair and working order.




(2) Bond and Interest Redemption Fufidhere is hereby established a separate accountrkasvihe
SERIES 1993 REVENUE BOND - BOND AND INTEREST REDEMBPN FUND (the "Series 1993
Bond Redemption Fund"). After the transfers reqlire (1) above. Revenues shall be withdrawn
guarterly (except as otherwise provided in thisageaph) from the Receiving Fund, before any other
expenditures or transfers therefrom, and set asidad transferred to the Series 1993 Bond Redempti
Fund for payment of principal of and interest oa 8eries 1993 Bonds. Commencing October 1, 1993,
there shall be set aside out of the Receiving Fimdmount sufficient to pay interest on the SetR33
Bonds on November 1, 1993, if interest is payabietlmat date. Commencing January 1, 1994~ the
amount set aside each quarter out of the Recefumgl for interest shall not be less than one-HaB)(

of the interest on the Series 1993 Bonds next cgrdire and payable. Commencing October 1, 1993,
there shall be set aside out of the Receiving Fradterly an amount sufficient to pay one third}j1df

the principal of the Series 1993 Bonds due on Ma$9B4 if a principal payment is due on that date.
Commencing July 1, 1994 if principal of the Seri#93 Bonds is payable and on May 1 and
commencing January 1, 1994 if principal of the & 993 Bonds is payable on November 1, the amount
set aside each quarter out of the Receiving Fungdrfocipal shall be not less than one fourth (b#dhe
principal of the Series 1993 Bonds next becoming dad payable. If there be any deficiency in the
amount previously required to be set aside, thenattmount of such deficiency shall be added to the
current requirements.

If for any reason there is a failure to make sugtirtprly deposits in the amounts required, therettige
amount of the deficiency shall be set aside andsltg in the Series 1993 Bond Redemption Fund out
of the Revenues first received thereafter whichrmterequired by this ordinance to be depositeth@n
Operation and Maintenance Fund or in the Serie8 B&hd Redemption Fund, which amount shall be in
addition to the regular quarterly deposit requidedng such succeeding month or months. Deposith sh
be made into the Series 1993 Bond Redemption Furcé the aforesaid sums have been deposited
therein.

No further payments need be made into the Seri€8 Bbnd Redemption Fund after enough of the
Series 1993 Bonds have been retired so that thewr@ntben held in said fund is equal to the entire
amount of principal and interest which will be pblgaat the time of maturity of the Series 1993 Bond
then outstanding.

The moneys in the Series 1993 Bond Redemption Bhall be invested in accordance with Section 14 of
this ordinance.

(3) Replacement and Improvement FuAtter the transfers required in (1) and (3) abdliere shall next
be transferred and deposited Revenues into theaBapkent and the Improvement Fund if such fund is
created by the City Council. The moneys on depibsitein from time to time shall be used for the
purposes of making repairs and improvements toSystem or to replace all or any portion of the
System. If, at any time, it shall be necessarys® moneys in said funds for such purpose, the nsosey
used shall be replaced from the revenues in theiiRag Fund which are not required by this Ordir@anc
to be used for the operation and Maintenance FutiteocSeries 1993 Bond Redemption Fund.

Section 9313. Reverse Flow of Funds; Surplus Moneys the event the moneys in the Receiving Fund
are insufficient to provide for the current requikents of the Operation and Maintenance Fund, thiesSe
1993 Bond Redemption and Improvement Fund, any ysagd/or securities in the funds of the System
established by this Ordinance shall be transfeffiedd, to the Operation and Maintenance Fund, second,
to the Series 1993 Bond Redemption Fund, thordhe Replacement and Improvement Fund.

Section 9314. InvestmentsMoneys in the funds established in Section 9Fithie Article and moneys
derived from the proceeds of sale of the Series31B8nds may be invested by the Issuer in the




obligations authorized from time to time by Secti@&h of Act 94. Investment of moneys in the Series
1993 Bond Redemption Fund being accumulated fomeay of the next maturing principal or interest
payment on the Bonds shall be limited to U.S. goweant obligations bearing maturity dates prior® t
date of the next maturing principal or interestrpant on the Series 1993 Bonds. Interest incomesdarn
on investment of funds in the funds and accoungated in this Section 14 shall be deposited in or
credited to the Fund or account in which the fuaidson deposit.

Section 9315. Additional Bonds The Issuer may issue additional Bonds of equahdibg with the
Series 1993 Bonds for any of the following purposes
a) To complete construction of the Project acc@rdinthe plans set forth in section 9302 hereof,
in the amount necessary therefor; or

b) For the purpose of making repairs, replaceménizrovements, enlargements or extensions of
the System;
or

c) For the purpose of refunding any outstandingd&o

Additional Bonds of equal standing may be issued if

(h) The Adjusted Net Revenues of the System for theaFigear preceding the year in which such
additional Bonds are to be issued were 110 percoénthe average annual debt service
requirements on all Bonds then outstanding ancetiposposed to be issued net of any Bonds to
be refunded by the new issue; or

(i) The holders of at least 75 percent of the tloeitstanding Bonds consent to such issue in
writing.

Permission of the Michigan Department of Treasuryissue such additional Bonds shall be
conclusive as to the existence of conditions péimgithe issuance thereof. In the event permissifdhe
Michigan Department of Treasury is not then reqgui@ issue such additional Bonds, then the adoption
by the legislative body of the Issuer of an ords®@authorizing the issuance of such additional Bond
shall be conclusive as to the existence of conufitigermitting the issuance thereof.

The funds identified or established by this Artisleall be applied to all additional Bonds. All
Revenues from any such completion, repair, replacgmimprovement, enlargement or extension
financed from the proceeds of the additional Bastus! be paid, as received, into the Receiving Fund

Except as otherwise specifically provided in thisct®n, so long as any of the Bonds are
outstanding, no additional bonds or other obligatipledging any portion of the Revenues of thee3yst
shall be incurred or issued by the Issuer unless#me shall be junior and subordinate in all reisp®
the Bonds.

Section 9316. Article Shall Constitute ContractThe provisions of the Article shall constituteantract
between the Issuer and the bondholders. After dbmance of the Bonds the ordinance shall not be
repealed or amended in any respect which will axblgraffect the rights and interests of the bondii,

nor shall the Issuer adopt any law, ordinance soltgion in any way adversely affecting the rigbtshe
holders of the Bonds so long as the Bonds or istéhereon remains unpaid.

Section 9317. Bondholders' Rights; ReceiveiThe holder or holders of the Bonds representinthée
aggregate not less than twenty per cent (20%) efetftire principal amount thereof then outstanding,
may, by suit, action, mandamus or other proceedimggect and enforce the statutory lien upon tie¢ N




Revenues of the System, and may, by suit, actiomdaraus or other proceedings, enforce and compel
performance of all duties of the officers of theuer, including the fixing of sufficient rates, the
collection of Revenues, the proper segregatiomefRevenues of the system and the proper applicatio
thereof. The statutory lien upon the Net Revenbesgiever, shall not be construed as to compel tlee sa
of the system or any part thereof.

If there is a default in the payment of the priatipf or interest upon the Bonds, any court having
jurisdiction in any proper action may appoint agiger to administer and operate the System on behal
the Issuer and under the direction of the coud, @nand with the approval of the court to perfainof

the duties of the officers of the Issuer more patérly set forth herein and in Act 94.

The holder or holders of the Bonds shall have thiéorights and remedies given by Act 94 and law, f
the payment and enforcement of the Bonds and theisetherefore.

Section 9318. Pledge of Revenue Sharing Funds to NBA. The taxes collected by the state of
Michigan and returned to the Issuer are herebygelédor payment of the Series 1993 Bonds, so leng a
the Series 1993 Bonds are owned by MMB#d the Mayor, the City Clerk/ Treasurer, the City
Superintendent, or any of them, of the Issueriithéw authorized to enter into a Revenue Sharieddd
Agreement with MMBA for payment of such taxes to I or to a trustee as provided in Section 23 of
Act 227.

Section 9319. Authorization for Application to Insuer for Insured Program. The City
Superintendent of the Issuer is hereby authoripedubmit all information and materials required for
participation in any insured program of the MMBA.

Section 9320. Covenant Regarding Tax Exempt Statud the Bonds The Issuer shall, to the extent
permitted by law, take all actions within its catnecessary to maintain the exemption of the ésteon
the Bonds from general federal income taxatiorof@osed to any alternative minimum or other indirec
taxation) under the Internal Revenue Code of 1@886amended, including, but not limited to, actions
relating to any required rebate of arbitrage egsend the expenditure and investment of Bond paxe
and moneys deemed to be Bond proceeds.

Section 9321. Savings Claus@ll ordinances, resolutions or orders, or padrddof, in conflict with the
provisions of this Article are, to the extent otbiconflict, repealed.

Section 9322. Severability; Paragraph Headings; an€onflict. If any section, paragraph, clause or
provision of this Article shall be held invalid, eéhinvalidity of such section, paragraph, clause or
provision shall not affect any of the other proeis of this Article. The paragraph headings in this
Article are furnished for convenience of referercgy and shall not be considered to be part of this
Article.

Section 9323. Publication_and RecordationThis ordinance shall be published in full in tBenzie
County Record Patriot, of Frankfort, Michigan, avspaper of general circulation in the Issuer gieaif
under State law to publish legal notices, promgtfier its adoption, and shall be recorded in the
ordinance Book of the Issuer and such recordinpemticated by the signatures of the Mayor and the
City Clerk.

Section 9324. Effective DateThis ordinance being necessary for the publicgldealth and safety is
hereby declared to be an emergency ordinance afidogheffective immediately upon its publication.




CHAPTER 9: MUNICIPAL FINANCE

ARTICLE 4: 1998 WATER SUPPLY REVENUE BONDS.

Section 9401. Definition Whenever used in this Article, except when othsewindicated by the
context, the following terms shall have the follagimeanings:
(&) "Act 94" means Act 94, Public Acts of Michigd®33, as amended.

(b) "Adjusted Net Revenues" means for any opegatgar the excess of revenues over expenses for the
System determined in accordance with generallymedeaccounting principles, to which shall be added
depreciation, amortization, interest expense ondBpand any payments to the Issuer in lieu of taxes
which may be made the following adjustments:

() Revenues may be augmented by the amountyfae increases adopted prior
to the issuance of additional Bonds or to be plaotaieffect before the time principal or interest the
additional Bonds becomes payable from Revenuepp@ied to quantities of service furnished during th
operating year or portion thereof that the incrdasges were not in effect;

(i) Revenues may be augmented by amounts whighbwaderived from rates and
charges to be paid by new customers of the System.

The adjustment of revenues and expensdisebfactors set forth in (i) and (ii) above
shall be reported upon by professional engineeceuified public accountants or other expertsindghe
regular employment of the Issuer.

(c) “Authority” means the Michigan Municipal Borfduthority.

(d) "Authorized Officers" means the Mayor, the Citflerk/Treasurer and the City
Superintendent of the Issuer.

(e) “Bonds" means the Series 1998 Bonds, togetitarany additional bonds of equal standing heszaft
issued.

(f) "Consulting Engineers" means Gosling CzubakjiBeering Science, Inc., registered engineers of
Traverse City, Michigan.

(9) "Issuer" means the City of Frankfort, CountyBenzie, State of Michigan.
(h) "MDEQ" means the Michigan Department of Enmimental Quality.

() "Project" means the acquisition and constarctf additions, replacements and extensions to the
System as described in the Issuer's Project Pipaped by the Consulting Engineers and approved by
MDEQ.

() "Revenues" and "Net Revenues" means the raseand net revenues of the System and shall be
construed as defined in Section 3 of Act 94, incigdvith respect to "Revenues”, the earnings ddrive
from the investment of moneys in the various fuadg accounts established by this Ordinance.

(k) "Series 1998 Bonds" means the Water SupplyeBydRevenue Bonds, Series 1998 (Limited Tax
General Obligation), in the not to exceed princgralount of $885,000 authorized by this Article.

() "Sufficient Government Obligations" means dir@bligations of the United States of America or
obligations the principal and interest on whictlully guaranteed by the United States of Ameriaat, n
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redeemable at the option of the issuer, the priaifnich without reinvestment of the interest, caroe

at such and interest payments upon times and im aoounts as to be fully sufficient to pay the ies¢

as it comes due on the Bonds and the principareseimption premium, if any, on the Bonds as it come
due whether on the stated maturity date or upotfieearedemption. Securities representing such
obligations shall be placed in trust with a bankrast company, and if any of the Bonds are todiked

for redemption prior to maturity, irrevocable ingttions to call the Bonds for redemption shall besgy

to the paying agent.

(m) “System" means Water Supply System of theeissincluding the Project, and all additions,
extensions and improvements hereafter acquired.

Section 9402. Necessity; Approval of Plans and Spieations. It is hereby determined to be a
necessary public purpose of the Issuer to acquidecanstruct the Project in accordance with thegpla
and specifications prepared by the Consulting Ewis, which plans and specifications are hereby
approved. The Project qualifies for the State otlfjan Drinking Water Revolving Fund financing
program being administered by the MDEQ and the éuityy whereby bonds of the issuer are sold to the
Authority and bear interest at a fixed rate of &l one-half percent (2.5%) per annum.

Section 9403. Costs; Useful LifeThe cost of the Project is estimated to be OnléavliSeven Hundred
Seventy-Five Thousand Dollars ($1,775,000), ples ghyment of incidental expenses as specified in
Section 9404 of this Article, which estimate of fcisshereby approved and confirmed, and the pesfod
usefulness of the Project is estimated to be rssttlean forty (40) years.

Section 9404. Payment of Cost; Bonds Authorizedo pay part of the cost of acquiring the Project,
including payment of capitalized interest througttdder 1, 1999, funding a bond reserve if required,
legal, engineering, financial and other expensesi@mt thereto and incident to the issuance arsl fal
the Series 1998 Bonds, the Issuer shall borrowstire of not to exceed Eight Hundred Eighty-Five
Thousand Dollars ($885,000) and issue the Seri@8 B&nds therefore pursuant to the provisions df Ac
94. The remaining cost of the Project shall beajefd from proceeds of general obligation bond$ef t
Issue and from Issuer funds on hand and legallyadbla for such use.

Section 9405. Issuance of Series 1998 Bonds; Detaifhe Series 1998 Bonds of the Issuer, to be
designatedWATER SUPPLY SYSTEM REVENUE BONDS, SERIES 1998 (LIMTED TAX
GENERAL OBLIGATION), are authorized to be issued in the aggregate peahsum of not to exceed
Eight Hundred Eighty-Five Thousand Dollars ($888)0&s finally determined by order of the MDEQ for
the purpose of paying part of the cost of the Rtpjacluding the costs incidental to the issuarsade

and delivery of the Series 1998 Bonds. The Se®€8 Bonds shall be payable out of the Net Revenues,
as set forth more fully in Section 9409 hereof. Bexies 1998 Bonds shall be in the form of a single
fully-registered, non-convertible bond of the demmation of the full principal amount thereof, datasl

of the date of delivery of the  Series 1998 Boralgble in principal installments serially as sethHo

on Schedule A to the bond form in Section 9414haf Article or as finally determined by the orddr o
the MDEQ at the time of sale of the Series 1998d3amd approved by the Authority and an Authorized
Officer. Final determination of the Principal Amduand the payment dates and amounts of principal
installments of the Series 1998 Bonds shall be esddd by execution of a Purchase Contract (the
"Purchase Contract") between the Issuer and thbokity providing for sale of the Series 1998 Bonds,
and any of the Authorized Officers are authorized airected to execute and deliver the Purchase
Contract when it is in final form and to make tletedtminations set forth above.

The Series 1998 Bonds or principal installmentsebiewill be subject to prepayment prior to matiit

the manner and at the times as provided in the &r8eries 1998 Bond contained in this Ordinancasor

may be approved by any of the Authorized Officartha time of sale of the Series 1998 Bonds orhley t

Authority at the time of prepayment. The Series8.8bnds shall bear interest at a rate of two and

one-half percent (2.5%) per annum on the par véleesof or such other rate as evidenced by exacutio
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of the Purchase Contract, but in any event notxteed the rate permitted by law, and the Authorized
Officers shall deliver the Series 1998 Bond in adaace with the delivery instructions of the Autkyor

The Series 1998 Bond principal amount is expeateldet drawn down by the Issuer periodically, and
interest on principal amount shall accrue from tla¢e such principal amount is drawn down by the
Issuer.

The Series 1998 Bond shall not be convertible chargeable into more than one fully-registered bond
Principal of and interest on the Series 1998 Bdmall e payable as provided in the Series 1998 Bond
form in this Article.

The City Clerk/Treasurer shall record on the regtgin books payment by the Issuer of each ins&iim
of principal or interest or both when made and ¢hacelled checks or other records evidencing such
payments shall be returned to and retained by ttyeCQlerk/Treasurer.

Upon payment by the Issuer of all outstanding mpigicof and interest on the Series 1998 Bond, the
Authority shall deliver the Series 1998 Bond to issuer for cancellation.

Section 9406. Execution of the BondsThe Series 1998 Bonds shall be signed by the nhastua
facsimile signature of the Mayor and countersigogthe manual or facsimile signature of the Citgr&l
and shall have the corporate seal of the Issuexr facsimile thereof impressed or imprinted thereon.
Except for Bonds bearing manual signatures of tlagdvl and the City Clerk sold to the Authority, the
Bonds shall be delivered to the transfer agenafhentication and thereafter be delivered by riduaster
agent to the purchaser thereof in accordance wglkrictions from the City Clerk/Treasurer or any
deputy upon payment of the purchase price for tbadB in accordance with the bid therefor when
accepted. Series 1998 Bonds bearing manual sigsabfithe Mayor and City Clerk sold to the Authprit
shall require no further authentication. Executkthk bonds for registration and issuance to trassfe
shall simultaneously, and from time to time theteraés necessary, be delivered to the transfert afpen
safekeeping.

Section 9407. Registration and TransferAny Bond may be transferred upon the books requio be
kept pursuant to this section by the person in whwme it is registered, in person or by the rergst
owner's duly authorized attorney, upon surrendghefBond for cancellation, accompanied by delivery
of a duly executed written instrument of transfeaiform approved by the transfer agent. Whenamgr
Bond or Bonds shall be surrendered for transfer, Iisuer shall execute and the transfer agent shall
authenticate and deliver a new Bond or Bonds, iker 4ggregate principal amount. The transfer agent
shall require payment by the bondholder requedtiegransfer of any tax or other governmental aharg
required to be paid with respect to the transféie Tssuer shall not be required (i) to issue, tegithe
transfer of or exchange any Bond during a periggiimeng at the opening of business 15 days befwe t
day of the giving of a notice of redemption of Bersklected for redemption as described in the fufrm
Series 1998 Bonds contained in Section 9414 ofAhisle and ending at the close of business ordtne

of that giving of notice, or (ii) to register thehsfer of or exchange any Bond so selected fametion

in whole or in part, except the unredeemed pomibBonds being redeemed in part. The Issuer shadl g
the transfer agent notice of call for redemptioteast 20 days prior to the date notice of redesnps to

be given.

The transfer agent shall keep or cause to be kapits principal office, sufficient books for the
registration and transfer of the Bonds, which shalll times be open to inspection by the Issaad,
upon presentation for such purpose, the transfentaghall, under such reasonable regulations mayt
prescribe, transfer or cause to be transferredaahbooks, Bonds as hereinbefore provided. IfBoyd
shall become mutilated, the Issuer, at the expehte holder of the Bond, shall execute, and thesfer
agent shall authenticate and deliver, a new Bondikef tenor in exchange and substitution for the
mutilated Bond, upon surrender to the transfer agkthe mutilated Bond. If any Bond issued undes t
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Ordinance shall be lost, destroyed or stolen, eMidef the loss, destruction or theft may be suleahito

the transfer agent and, if this evidence is satiefg to both and indemnity satisfactory to thensfer
agent shall be given, and if all requirements of applicable law including Act 354, Public Acts of
Michigan, 1972, as amended, ("Act 354") being sesti129,131 to 129.135, inclusive, of the Michigan
Compiled Laws have been met, the Issuer, at theresgof the owner, shall execute, and the transfer
agent shall thereupon authenticate and delivereva Bond of like tenor and bearing the statement
required by Act 354, or any applicable law hereadteacted, in lieu of and in substitution for thend so
lost, destroyed or stolen. If any such Bond shallehmatured or shall be about to mature, instead of
issuing a substitute Bond the transfer agent mgytlpasame without surrender thereof.

Section 9408. Payment of Bonds; Security; Priorityf Lien. Principal of and interest on the Series
1998 Bonds shall be payable from the Net Revenese is hereby recognized the statutory lien upon
the whole of the Net Revenues created by this @raia, which shall be a first lien to continue until
payment in full of the principal of and interest alh Series 1998 Bonds payable from the Net Revenue
or until sufficient cash or Sufficient Governmeitligations have been deposited in trust for paynment
full of all Series 1998 Bonds then outstandingn@pal and interest on such Bonds to maturity,ifor,
called for redemption, to the date fixed for redémp together with the amount of the redemption
premium, if any. Upon deposit of cash or Suffici@avernment Obligations, as provided in the presiou
sentence, the statutory lien shall be terminatet veispect to the Bonds, the holders of the S&988
Bonds shall have no further rights under this Cadoe, except for payment from the deposited funds,
and the Series 1998 Bonds shall no longer be cerexido be outstanding under this Ordinance.

In addition, as additional security for the Serld@98 Bonds, pursuant to Section 7 of Act 94, tiseds
hereby pledges its limited tax full faith and ctefdr the payment of the principal of and interestthe
Series 1998 Bonds. Should the Net Revenues of yistei® at any time be insufficient to pay the
principal of and interest on the Series 1998 Baglthe same become due, then the Issuer shall@van
from any funds available therefore, or, if necegshvy taxes upon all taxable property in the ésu
subject to constitutional, statutory and charterithtions, such sums as may be necessary to pdy sai
principal and interest. The Issuer shall be reirsbdrfor any such advance from the Net Revenudseof t
System subsequently received which are not otherplesdged or encumbered by this Article.

Section 9409. ManagemenftThe operation, repair and management of the Byated the acquiring of
the Project shall continue to be under the superviand control of the City Council.

Section 9410. Rates and Charge3he rates and charges for service furnished bySfstem and the
methods of collection and enforcement of the ctitbexcof the rates shall be those in effect on thie f
adoption of this Ordinance, No free service or osthe System, or service or use of the Systeras# |
than cost, shall be furnished by the System topamgon, firm, or corporation, public or private torany
public agency or instrumentality, including theuss

Section 9411. Custodian of Funds; FundsThe Issuer's Treasurer shall be custodian offusltls
belonging to or associated with the System. Suokdishall be deposited in a bank or banks designate
by the legislative body of the Issuer (the "DepmgiBank"). The Issuer's Treasurer is hereby dacked
create and maintain the following funds and acceunto which the proceeds of the Bonds and the
Revenues shall be deposited in the manner ancedinties provided in this Ordinance, which accounts
shall be established and maintained so long asoérije Bonds remain unpaid, except as otherwise
provided in this Ordinance.

(A) CONSTRUCTION FUND. The proceeds of the Serl®98 Bonds after accrued and capitalized
interest, if any, has been deposited as describkvbshall be deposited in the 1998 WATER SUPPLY
SYSTEM IMPROVEMENTS CONSTRUCTION FUND (the "Congttion Fund") in the Depository
Bank. Said moneys shall be used solely for thegaep for which the Series 1998 Bonds are issued.
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From the proceeds of the Series 1998 Bonde twall be deposited in or credited to the SerB93
Bond Redemption Fund an amount equal to the iritgragable on the Series 1998 Bonds through
October 1, 1999. The Treasurer is authorized tesusk funds to pay interest to October 1, 1999.

Any unexpended balance of the proceeds of the cfathe Series 1998 Bonds remaining after
completion of the Project herein authorized mayubed for further improvements, enlargements and
extensions of the System in the discretion of fsei¢r, provided that at the time of such experaliuch
use be approved by the Michigan Department of Timga@f such approval is then required by law), Any
remaining balance after such expenditure shallde mto the Series 1998 Bond Redemption Fund (as
hereinafter provided) and shall be used for thpgyment of the Series 1998 Bonds.

After completion of the Project and dispositionrefnaining proceeds, if any, of the Series 1998
Bonds pursuant to the provisions of this Sectiba,Gonstruction Fund shall be closed.

(B) RECEIVING FUND. The Revenues of the Systemiidbeset aside, as collected, and deposited
in the Depository Bank, in the WATER SUPPLY SYSTERMCEIVING FUND (hereinafter referred to
as the "Receiving Fund") and moneys so depositegl@dged for the purposes of the following funds
and so shall be transferred, expended and usedrotilg manner and order as follows:

(1) Operation and Maintenance Fufidhere shall first be withdrawn from the Receiving
Fund quarterly and set aside in and transferretht@peration and Maintenance Fund hereby estatllishe
(the "Operation and Maintenance Fund"), an amoufficgent to provide for the payment of the next
guarter's current expenses of administration amdadion of the System and such current expenseahkdor
maintenance thereof as may be necessary to prabergame in good repair and working order.

(2) Bond and Interest Redemption Fumtiere is hereby established a separate account
known as the SERIES 1998 REVENUE BOND - BOND ANDIBEREST REDEMPTION FUND (the
"Series 1998 Bond Redemption Fund"). After the gfars required in (1) above, Revenues shall be
withdrawn quarterly (except as otherwise providtethis paragraph) from the Receiving Fubdfore
any other expenditures or transfers there from, smtchside in and transferred to the Series 199&I Bo
Redemption Fund for payment of principal of andeiast on the Series 1998 Bonds. Commencing
October 1, 1999, there shall be set aside eacheguaut of the Receiving Fund not less than oné-hal
(1/2) of the interest on the Series 1998 Bonds werting due and payable. Commencing October 1,
1999, there shall be set aside each quarter frerRéteiving Fund an amount not less than one-fourth
(1/4) of the principal of the Series 1998 Bondstrimcoming due and payable. If there be any defigie
in the amount previously required to be set adltky) the amount of such deficiency shall be
added to the current requirements.

Interest on the Series 1998 Bonds through Octbp£®99 shall be paid from proceeds 1% as
provided above.

If for any reason there is a failure to make suahrterly deposits in the amounts required,
then the entire amount of the deficiency shall eeaside and deposited in the Series 1998 Bond
Redemption Fund out of the Revenues first receitheteafter which are not required by this
Ordinance to be deposited in the Operation and tdaamce Fund or in the Series 1998 Bond
Redemption Fund, which amount shall be in additiothe regular quarterly deposit required during
such succeeding month or months. Deposits shathé@e into the Series 1998 Bond Redemption
Fund once the aforesaid sums have been depos#ezirth

No further payments need be made into the Seri@8 B&nd Redemption Fund after enough
of the Series 1998 Bonds have been retired satltbaamount then held in said fund is equal to the
entire amount of principal and interest which v payable at the time of maturity of the Series
1998 Bonds then outstanding.



The moneys in the Series 1998 Bond Redemption Bhall be invested in accordance with
Section 9413 of this Article.

(3) Replacement and Improvement Fuffter the transfers required in (1) and (2) abdhere
shall next be transferred and deposited Reventesha Replacement and the Improvement Fund if such
fund is created by the City Council. The moneysleposit therein from time to time shall be usedtier
purposes of making repairs and improvements toSy&em or to replace all or any portion of the
System. If, at any time, it shall be necessarys® moneys in said funds for such purpose, the nsosey
used shall be replaced from the revenues in theiffag Fund which are not required by this Ordirenc
to be used for the Operation and Maintenance FutitkoSeries 1998 Bond Redemption Fund.

Section 9412. Reverse Flow of Funds; Surplus Moneys the event the moneys in the Receiving Fund
are insufficient to provide for the current requments of the Operation and Maintenance Fund, thesSe
1998 Bond Redemption and Improvement Fund, any ysoard/or securities in the funds of the System
established by this Ordinance shall be transfeffied, to the Operation and Maintenance Fund, second
to the Series 1998 Bond Redemption Fund, thordhe Replacement and Improvement Fund.

Section 9413. InvestmentdVioneys in the funds established in Section 941thisfArticle and moneys
derived from the proceeds of sale of the Series8186nds may be invested by the Issuer in the
obligations authorized from time to time by Sect@h of Act 94. Investment of moneys in the Series
1998 Bond Redemption Fund being accumulated dgment of the next maturing principal or interest
payment on the Bonds shall be limited to U.S. gowemt obligations bearing maturity dates priorhe t
date of the next maturing principal or interestrpapt on the Series 1998 Bonds. Interest incomesdarn
on investment of funds in the funds and accourgated in this Section 9413 shall be deposited in or
credited to the Fund or account in which the fuaidson deposit.

Section 9414. Bond FormThe Series 1998 Bonds shall be in substantiayfollowing forms, with
such changes or completion as necessary or apat®poi give effect to the intent of this Article:

Section 9415. Bondholders' Rights, Receiveihe holder or holders of the Bonds representmthe
aggregate not less than twenty percent (20%) ofettige principal amount there of then outstanding,
may, by suit, action, mandamus or other proceedimggect and enforce the statutory lien upon tie¢ N
Revenues of the System, and may, by suit, acti@mdiammus or other proceedings, enforce and compel
performance of all duties of the officers of theuer, including the fixing of sufficient rates, the
collection of Revenues, the proper segregatiom®fRevenues of the System and the proper applicatio
thereof. The statutory lien upon the Net Revenhesjever, shall not be construed as to compel tlee sa
of the System or any part thereof.

If there is a default in the payment of the priatipf or interest upon the Bonds, any court having
jurisdiction in any proper action may appoint aeiger to administer and operate the System on behal
the Issuer and under the direction of the coud, @nand with the approval of the court to perfairnof

the duties of the officers of the Issuer more palérly set forth herein and in Act 94.

The holder or holders of the Bonds shall have @léorights and remedies given by Act 94 and law, f
the payment and enforcement of the Bonds and theisetherefore.

Section 9416. Application to MDEQ and Authority The Authorized Officers are hereby authorized to
make application to the Authority and to the MDE) placement of the Series 1998 Bonds with the
Authority. The Authorized Officers are further aotlzed to execute and deliver such contracts,
documents and certificates as are necessary aaiwito qualify the Series 1998 Bonds for the Kinig
Water Revolving Fund. In the event of a sale of Sieeies 1998 Bonds to the Authority, an Authorized
Officer is hereby authorized to make such changebd form of Series 1998 Bond contained in Section
9414 of this Article as may be necessary to conftwrthe requirements of 1985 PA 227 ("Act 227",
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including, but not limited to changes in the prpadi maturity and interest payment dates and refesen
to additional security required by Act 227. In #anent the Series 1998 Bonds are sold to the Adghori
the taxes collected by the State of Michigan amagrned to the Issuer may be pledged for paymettteof
Series 1998 Bonds, and an Authorized Officer ishierr authorized to negotiate, execute and deliver a
agreement with the Authority for payment of sucketato the Authority or to a trustee as provided in
Section 23 of Act 227.

Section 9417. Covenant Regarding Tax Exempt Statws the Bonds The issuer shall, to the extent
permitted by law, take all actions within its catnecessary to maintain the exemption of the ésteon

the Bonds from general federal income taxatiorof@mosed to any alternative minimum or other indirec
taxation) under the Internal Revenue Code of 188Gmended (the "Code"), including, but not limited
to, actions relating to any required rebate oftemje earnings and the expenditure and investnfent o
Bond proceeds and moneys deemed to be Bond proceeds

Section 9418. Additional BondsThe Issuer may issue additional Bonds of eqaaidibhg with the

Series 1998 Bonds for any of the following purposes

a) To complete construction of the Project accardmthe plans set forth in Section 9402 hereof, in
the amount necessary therefore; or

b) For the purpose of making repairs, replaceménizovements, enlargements or extensions of
the System; or

c) For the purpose of refunding any ouditagy Bonds.
Additional Bonds of equal standing may be issued if

(i) The Adjusted Net Revenues of the System liier Eiscal Year preceding the year in which
such additional Bonds are to be issued were 116eperof the average annual debt service
requirements on all Bonds then outstanding andetipogposed to be issued net of any Bonds to
be refunded by the new issue; or

(i) The holders of at least 75 percent of thentbatstanding Bonds consent to such issue in
writing.

Permission of the Michigan Department of Treasuryissue such additional Bonds shall be
conclusive as to the existence of conditions péimgithe issuance thereof. In the event permissifon
the Michigan Department of Treasury is not thenunegl to issue such additional Bonds, then the
adoption by the legislative body of the Issuer mfoadinance authorizing the issuance of such auditi
Bonds shall be conclusive as to the existence mditions permitting the issuance thereof.

The funds identified or established by this Ordoeshall be applied to all additional Bonds. All
Revenues from any such completion, repair, replacgmimprovement, enlargement or extension
financed from the proceeds of the additional Bastti| be paid, as received, into the Receiving Fund

Except as otherwise specifically provided in thisct®n, so long as any of the Bonds are
outstanding, no additional bonds or other obligatipledging any portion of the Revenues of thee3yst
shall be incurred or issued by the Issuer unless#me shall be junior and subordinate in all reisp®
the Bonds.

Section 9419. Article Shall Constitute Contract The provisions of the Article shall constitute a
contract between the Issuer and the bondholdeter Afe issuance of the Bonds the Article shall et
repealed or amended in any respect which will axblgraffect the rights and interests of the bondii,
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nor shall the Issuer adopt any law, ordinance soltgion in any way adversely affecting the rigbtshe
holders of the Bonds so long as the Bonds or istéhereon remains unpaid.

Section 9420. Approval of Bond Details The Mayor and the City Clerk/Treasurer and they Cit
Superintendent each is hereby authorized to atlestinal bond details set forth herein to the pkte
necessary or convenient to complete the transaatitimorized herein, and in pursuance of the foregoi

is authorized to exercise the authority and makedterminations authorized pursuant to Sectiof)(Za(

of Act 94, including but not limited to determinatis regarding interest rates, prices, discounts,
maturities, principal amounts, denominations, daiedssuance, interest payment dates, redemption
rights, the place of delivery and payment, and roth&tters, provided that the principal amount oh&®
issued shall not exceed the principal amount aisborin this Ordinance, the interest rate per anoom
the Bonds shall not exceed two and one-half per@8&0%) and the Bonds shall mature in not mora tha
twenty-two (22) years.

Section 9421. Repeal, Savings Clausall ordinances, resolutions or orders, or padrdof, in conflict
with the provisions of this Ordinance are, to tkent of such conflict, repealed.

Section 9422. Severabilily. Paragraph Headings; an@onflict. If any section, paragraph, clause or
provision of this Ordinance shall be held invalide invalidity of such section, paragraph, clause o
provision shall not affect any of the other proeis of this Ordinance. The paragraph headingsig th
Ordinance are furnished for convenience of refexeasrdy and shall not be considered to be partisf th
Ordinance.

Section 9423. Publication and RecordatianThis Ordinance shall be published in full in tBenzie
County Record-Patripta newspaper of general circulation in the Issualifigd under State law to
publish legal notices, promptly after its adoptiand shall be recorded in the Ordinance Book of the
Issuer and such recording authenticated by thegiges of the Mayor and the City Clerk.

Section 9424. Effective DateThis Ordinance shall be effective upon its adwopti




ARTICLE 5: TAXEXEMPTION ORDINANCE

Section 9501. _Preamble

It is acknowledged that it is a proper public pupof the State of Michigan and its political swigions

to provide housing for its citizens of low and mate income and to encourage the development of suc
housing by providing for a service charge in lidpmperty taxes in accordance with the State Haysi
Development Authority Act of 1966 (1966 PA 346,aasended, MCL 125.140% seq). The City of
Frankfort is authorized by this Act to establishchange the service charge to be paid in lieuxadddy
any or all classes of housing exempt from taxatioder this Act at any amount it chooses, not teedc
the taxes that would be paid but for this Actislturther acknowledged that such housing for qessof
low and moderate income is a public necessity,amnthe City will be benefited and improved by such
housing, the encouragement of the same by provichnigin real estate tax exemption for such housing
a valid public purpose; further, that the contimenf the provisions of this Ordinance for tax epéon
and the service charge in lieu of taxes duringpéod contemplated in this Ordinance are essetttial
the determination of economic feasibility of houstohevelopments which are constructed and financed i
reliance on such tax exemption.

The City acknowledges that Frankfort Housing LDHAI&b/a Gateway Village Apartments) (the
"Sponsor”) has offered, subject to receipt of a temge Loan from the Michigan State Housing
Development Authority, to erect, own and operat®asing development identified as Gateway Village
on certain property located at 218 Day Avenue i @ity of Frankfort, to serve persons of low and
moderate income, and that the Sponsor has offavegay the City on account of this housing

designed for and occupied by persons of low andematd income.

Section 9502. Definitions.

9502.1 Actmeans the State Housing Development Authority Aetng Public Act 346 of 1966 of the
State of Michigan, as amended.

9502.2 _Authoritymeans the Michigan State Housing Development Aittho

9502.3 _Annual Shelter Rennheans the total collections during an agreed dnpadod from all

occupants of a housing development representingarenccupancy charges, less utilities paid by the
development.

9502.4 Contract Rentsre as defined by the U.S. Department of Housimd) ldrban Development in
regulations promulgated pursuant to the U.S. Hausict of 1937, as amended.

9502.5 Housing Developmenteans a development which contains a significeemhent of housing for
persons of low and moderate income and such elsn@nbther housing, commercial, recreational,
industrial, communal, and educational facilitiestlas Authority determines improve the quality oé th
development as it relates to housing for persoevwaincome.

9502.6 _Mortgage Loameans a loan to be made by the Authority to thenSgr for the construction
and/or permanent financing of the Housing Develaume

9502.7 _Utilitiesmean fuel, water, sanitary sewer service andéxtetal service which are paid by the
Housing Development.

9502.8 _Sponsameans Frankfort Housing LDHALP, which has appliedhe Authority for a Mortgage
Loan to finance a Housing Development.



Section 9503. _Class of Housing Developments

It is determined that the class of Housing Develepts to which the tax exemption shall apply and for
which a service charge shall be paid in lieu ohstaxes shall be multi-family dwellings for persarsl
families of low to moderate income, which are fioad or assisted pursuant to the Act. It is further
determined that Gateway Village is of this claBassage of this ordinance shall not be deemeddgeete
for other PILOT ordinances.

Section 9504. _Establishment of Annual Service Chaeg

The Housing Development identified as Gateway Ye#laand the property on which it shall be
constructed shall be exempt from all property tdras and after the date the project is placeciwise,

as evidenced by a certificate of occupancy fromaghy@icable public authority. The City, acknowledy

that the Sponsor and the Authority have establishe@conomic feasibility of the Housing Developinen
in reliance upon the enactment and continuing efédcthis Ordinance and the qualification of the
Housing Development for exemption from all propdeyes and a payment in lieu of taxes as establishe
in this Ordinance, and in consideration of the $po's offer, subject to receipt of a Mortgage L&am

the Authority, to construct, own and operate thausting Development, agrees to accept payment of an
annual service charge for public services in liéwalbproperty taxes attributable to the portiontbé
project occupied by persons of low or moderatenmeo The annual service charge shall be equal to 4%
of the Annual Shelter Rents collected from low avd@rate income persons and families, based on an
occupancy rate of at least 93%. If occupancy ratedess than 93%, Sponsor shall pay an annuatser
charge equal to 4% of the Annual Shelter Rents hvkiould be collected if the occupancy rate were
93%. If the occupancy rate is 93% or higher, Sposbkall pay an annual service charge of 4% of the
Annual Shelter Rents actually collected from lowrwderate income persons and families.

Section 9505. _Limitation on the Payment of Annual &vice Charge

Notwithstanding Section 9504, the service chargeetpaid each year in lieu of taxes for the pathef
Housing Development which is tax exempt and whéchdcupied by other than low or moderate income
persons or families shall be equal to the full amiaf the taxes which would be paid on that portdn
the Housing Development if the Housing Developm&ate not tax exempt. The term "low income
persons or families" as used herein shall be thesaeaning as found in Section 15(a)(7) of the Act.

Section 9506. _Effect of Ordinance; Remedies

Notwithstanding the provisions of section 15(a)§bjhe Act to the contrary, a contract betweenGQlitg

of Frankfort and the Sponsor with the Authoritythisd-party beneficiary under the contract, to pdev
tax exemption and accept payments in lieu of taaegreviously described, is effectuated by enautme
of this Ordinance. However, nothing containedhis ordinance shall constitute a waiver of any tsgh
the City of Frankfort may possess or exercise uriderprovisions of Section 15(a)(2) of the Act,
provided that the Authority has given its prior tan opinion that the exercise of such rights doats
impair the economic feasibility of the project tietMortgage Loan. Notwithstanding the contractual
effect of this ordinance, this ordinance shall b# and void if construction of the Housing Devetognt

is not completed by December 31, 2010.

Section 9507. _Payment of Service Charge

The annual service charge in lieu of taxes as ahited under the ordinance shall be payable in dhees
manner as general property taxes are payable tGithexcept that the annual payment shall be paid
or before September 14f each year and shall be distributed to the séwarits levying the general
property tax in the same proportion as for gengraperty taxes. Failure to pay the service charger
before September 14f each year shall result in the service chargagbsubject to one (1%) percent
interest per month until paid. If any amount c# #mnual service charge or accrued interest strakhin
unpaid as of December 31 of each year, the amoopaid shall be a lien upon the real property




constituting the Gateway Village Housing Developiehen the City Treasurer files a certificate ohno
payment of the service charge, together with amafit of proof of service of the certificate of mo
payment upon the sponsor with the Benzie CountyidReagof Deeds, and proceedings may then be had
to enforce the lien in the same manner as provigedaw for the foreclosure of tax liens upon real

property.

Section 9508. _Duration

This Ordinance shall commence on the last dayettiendar year in which the City issues its dedié

of occupancy for the Housing Development, and glealiain in effect and shall not terminate so losg a
the Mortgage Loan remains outstanding and unpatie@uthority has any interest in the property and
so long as the Housing Development remains sultgeéhcome and rent restrictions; provided that
construction of the Housing Development commencigsiwthree (3) years from the effective date of
this Ordinance.

Section 9509. _Severability

The various sections and provisions of this Ordueashall be deemed to be severable. If any section
provision of this Ordinance be declared by any toficompetent jurisdiction to be unconstitutiooal
invalid, this determination shall not affect thdiditly of the Ordinance as a whole or any section o
provision of this Ordinance other than the sectonprovision so declared to be unconstitutional or
invalid. (Effective July 27, 2007)



ARTICLE 6: TAX EXEMPTION ORDINANCE FOR PATTERSON CROSSING

Section 9601. _Preamble

It is acknowledged that it is a proper public pupof the State of Michigan and its political swigions

to provide housing for its citizens of low and mate income and to encourage the development of suc
housing by providing for a service charge in lidpmperty taxes in accordance with the State Haysi
Development Authority Act of 1966 (1966 PA 346,aasended, MCL 125.140% seq). The City of
Frankfort is authorized by this Act to establishchange the service charge to be paid in lieuxadddy
any or all classes of housing exempt from taxatioder this Act at any amount it chooses, not teedc
the taxes that would be paid but for this Actislturther acknowledged that such housing for qessof
low and moderate income is a public necessity,amnthe City will be benefited and improved by such
housing, the encouragement of the same by provickrigin real estate tax exemption for such housing
a valid public purpose; further, that the contimenf the provisions of this Ordinance for tax epéon
and the service charge in lieu of taxes duringpéod contemplated in this Ordinance are essetttial
the determination of economic feasibility of housthevelopments which are constructed and finanted i
reliance on such tax exemption.

The City acknowledges that Patterson Crossing kienDividend Housing Association Limited
Partnership (d/b/a Patterson Crossing LDHALP) (tBponsor") has offered, subject to receipt of a
Mortgage Loan from the Michigan State Housing Depelent Authority, to renovate, own and operate a
housing development identified as Patterson Crgssimcertain property located at 114 Anchor Place
and 76 Grove Place in the City of Frankfort, tovegpersons of low and moderate income, and that the
Sponsor has offered to pay the City on accounhisfliousing development an annual service chamge fo
public services in lieu of taxes on that part & ttevelopment designed for and occupied by persbns
low and moderate income.

Section 9602. Definitions.
9602.1 Actmeans the State Housing Development Authority Betng Public Act 346 of 1966 of the
State of Michigan, as amended.

9602.2 _Authoritymeans the Michigan State Housing Development Aittho

9602.3 Housing Developmenteans a development which contains a significeemhent of housing for
persons of low and moderate income and such elsnmefbther housing, commercial, recreational,
industrial, communal, and educational facilitiestlas Authority determines improve the quality oé th
development as it relates to housing for persorevofand moderate income.

9602.4 Mortgage Loameans a loan to be made by the Authority to thenSgr for the renovation
and/or permanent financing of the Housing Develapme

9602.5_Sponsomeans Patterson Crossing LDHALP, which has appbetthe Authority for a Mortgage
Loan to finance a Housing Development.

Section 9603. _Class of Housing Developments

It is determined that the class of Housing Develepi® to which the tax exemption shall apply and for
which a service charge shall be paid in lieu ohstaxes shall be multi-family dwellings for persargd
families of low to moderate income, which are fioad or assisted pursuant to the Act. It is further
determined that Patterson Crossing is of this claBassage of this ordinance shall not be deemed
precedent for other PILOT ordinances.




Section 9604. _Establishment of Annual Service Chagg

The Housing Development identified as Pattersors€ing and the property on which it is located shall
be exempt from all property taxes from and afterdhte the project is placed in service, as evelkiy

a certificate of occupancy from the applicable pulguthority. The City, acknowledging that the
Sponsor and the Authority have established the auan feasibility of the Housing Development in
reliance upon the enactment and continuing efféthie Ordinance and the qualification of the Howgsi
Development for exemption from all property taxesl @ payment in lieu of taxes as established m thi
Ordinance, and in consideration of the Sponsoftr,o$ubject to receipt of a Mortgage Loan from the
Authority, to construct, own and operate the Hogsibevelopment, agrees to accept payment of an
annual service charge for public services in liéwlbproperty taxes attributable to the portiontbé
project occupied by persons of low or moderate nmeo The initial annual service charge shall be
$32,745.09 (which is equal to the tax on the prigpen which the project is located for the 2009 tax
year). In each succeeding year the annual sewhegge shall increase or decrease by the same
percentage increase or decrease in the Consumes Prdex for the United States as defined and
officially reported by the United States Departmeht.abor or its successor agency in the immedjatel
preceding year but shall not increase or decreasedoe than 5 percent in any one year. Howevemnpin
event, shall the service charge exceed the taa¢svibuld be paid but for the Act or this Ordinance.

Section 9605. _Limitation on the Payment of Annual &vice Charge

Notwithstanding Section 9604, the service chargeetpaid each year in lieu of taxes for the pathef
Housing Development which is tax exempt and whéchdcupied by other than low or moderate income
persons or families shall be equal to the full amiaf the taxes which would be paid on that portodn
the Housing Development if the Housing Developm&ate not tax exempt. The term "low income
persons or families" as used herein shall be thesaeaning as found in Section 15(a)(7) of the Act.

Section 9606. _Effect of Ordinance; Remedies

Notwithstanding the provisions of section 15(a)§bjhe Act to the contrary, a contract betweenGliitg

of Frankfort and the Sponsor with the Authoritythisd party beneficiary under the contract, to prev
tax exemption and accept payments in lieu of taaegreviously described, is effectuated by enautme
of this Ordinance. However, nothing containedhis Ordinance shall constitute a waiver of anytsgh
the City of Frankfort may possess or exercise uriderprovisions of Section 15(a)(2) of the Act,
provided that the Authority has given its prior tah opinion that the exercise of such rights doets
impair the economic feasibility of the project tietMortgage Loan. Notwithstanding the contractual
effect of this ordinance, this ordinance shall b# and void if renovation of the Housing Developmés

not completed within two (2) years from the effeetdate of this Ordinance.

Section 9607. _Payment of Service Charge

The annual service charge in lieu of taxes as ahiteid under the ordinance shall be payable in dhees
manner as general property taxes are payable tGithexcept that the annual payment shall be paid

or before September 14 of each year and shall &fteildited to the several units levying the general
property tax in the same proportion as for gengraperty taxes. Failure to pay the service charger
before September 14 of each year shall resulténstrvice charge being subject to one (1%) percent
interest per month until paid. If any amount c¢ #mnual service charge or accrued interest strakhin
unpaid as of December 31 of each year, the amoopaid shall be a lien upon the real property
constituting the Patterson Crossing Housing Devatat when the City Treasurer files a certificate of
non-payment of the service charge, together withfidavit of proof of service of the certificaté won-
payment upon the sponsor with the Benzie CountyidRagof Deeds, and proceedings may then be had
to enforce the lien in the same manner as provigedaw for the foreclosure of tax liens upon real

property.




Section 9608. _Duration

This Ordinance shall commence on the last day etctiendar year in which the applicable government
authority issues its certificate of occupancy foe Housing Development, and shall remain in effext
shall not terminate so long as the Mortgage Loamaies outstanding and unpaid or the Authority has
any interest in the property and so long as thesihiguDevelopment remains subject to income and rent
restrictions; provided that renovation of the HogsDevelopment commences within one (1) year from
the effective date of this Ordinance.

Section 9609. _Severability

The various sections and provisions of this Ordueashall be deemed to be severable. If any section
provision of this Ordinance be declared by any toficompetent jurisdiction to be unconstitutiooal
invalid, this determination shall not affect thdidigly of the Ordinance as a whole or any section o
provision of this Ordinance other than the sectonprovision so declared to be unconstitutional or
invalid.



