$10,000,000
PUEBLO CONSERVANCY DISTRICT
CONSERVANCY MAINTENANCE FUND
TAX EXEMPT BONDS, SERIES 2017A
TAX COMPLIANCE CERTIFICATE

The undersigned hereby centifies forandon behalf of the Pueblo.Conservancy
Districy: (the “Disttict”) as to the following ficts, estimates and circumstances:

To In General,

Lt The District is issuing and delivering, sinmltangously with the
delivery of this Certificate, its Tax-Exempt Conservancy Maintenange Fund Bonds, Series
2017A inthe aggregate principal amountof $10,000,000 (the "Bonds").

12 The-undersigned President of the District is.one of the officers of
the District delegated the responsibility for issuing the Bonds.

L3 Lamfamiliae with the proceedings of the Board of Divectors of the
District (the "Board") taken preliminary to and. in issuance of the Bonds, including the resolution
adopted by the Board on August23, 2017, authorizing the issvance -of the Bonds

(the *Resolution”).

1.4 This certificate is for the purpose of establishing the reasonable.
expectations of the District as to future events relating to the Bonds pursuant to the Internal
Revenue Code of 1986, 4s @iniended {the "Code"), and to the regulations promulgated thereundar (the
"Regulations”). as specifically required by Regulation Section 1.148-2(b) and for the purpose
of evidencing compliunge with and seiting forth procedures which are designed ’10=’¢=Din{il.3_!- with
certain provisions of the Code and the Regolations:

1.5 The District has not-been notified of any listing or proposed. listing
of the: District by the Intetnal Revenue Seivice as an issuer that may not cenify its bonds.

1.6 To the bést of my knowledge, information and belief, the
expectations contained:in this Cerfificate are reasonable,

L7 Capitalized terms used herein shall have the meanings ascribed to
such aering in the Resolution, or as sét forth in Exhibit A hereto,

2, Furpogse of the Bonds. The Bonds are being issned for the purpose of
providing moneys to fiwante the constriction of improvements 1o the fevee, owned and maintined
by the District through the City of Pueblo , as firither described in the Resolution (the

"Project™).



3, Cost.of Project; No Overissuance,
31 The estimated total cost of the Project including the cosis-and
expenses referred to in Subsection 3.2 hereof is not Jess than $10,000,000.00.

3.2 Theestimated total costs of the Project is not less than the amount
received from the sale of the Bonds set forth in Subsection 4.1 hereof plus the investment
income earned thereon,

4. App
4.1 The Sale Proceeds will not exceed $10,000,000,00 which
amount consists of the: principal amount of the Bonds of $10,000,000.00,

lication of Sale Proceeds.

42 The Sale Proceeds and all investment income earned ihisreon are
expected to be needed and fully expended ag follows:
(iy  Anamount of the Sale Proceeds equal to $25,000:00 will be
used to pay the eosts associated with the issuance of the Bonds.
(iy  Anamount of the Sale Proceeds equal to $9,975,000.00:wifl be.
used, together with all investinent income earned ther¢on not rebated to the

United States, forthe payiient of costs.-of the Project.

5. Expenditure, ‘Time and Due Diligence Tests, The Districtreasonably
expects that one hundred percent of the Sale Proceeds of the Bonds, ( less the Bond issuance
costs indicated in Section4.2(1) ubove) allocible to the Project will be allocated to expenditures
for the. Project within. three years of the date hereof. The District will incor within six months of
the date. hereof a:substantial binding obligution (i.¢.. not sulject to contingencies within the confol
of the District ora related party) fo 4 third-party to expend at least five percent of the Sule

Proceeds of the Bonds aliocable to the Project.on the costs of the Project. The: completion of

allocable 1o the Project to expendifuies: for the Project:will proceed with due diligence.

6.

Bonds will be used as & substitute forother funds which were otherwise to be used as a-source of

No:Replaceiment. No portion of the:amounts received froni the salé of the

financing for any of the' purposes specified.in Section 2 hereof and which have besnor will be
used to- acquire, directly or indirectly, Investment Property producing a Yield in excess of the
Yield of the Bonds,

7. Economie Life of Project. In accordance with Regulation § 1,148-1 ()




regarding the safe harbor against the creation of "replacement proceeds,” the average reasonably
expected economic life of the facilites that constitute the Project, detérmined as of the issue
date, is at Jeast 100 years. The principal of and interest on. the Bonds will be paid from the
Maintenance Fund Assessment. A Maintenance: Fund Assessment Account will be maintained with
the Bank of the.San Juans, a Division of Glagier Bank; into which Mainiehance Fund Assessmient fees
will be deposited,

8. Rebate Fund. All:amounts, if any, to be deposited into the 2017A Rebate
Fund, and all amounts.on deposit thérein shall be paid to the Depariment of Treasury at the tinies
and in the amounts required by this Certificite.

9. Application of Investment Earninigs, Tt is anticipated that net investinent

carnings on amoints in any fund or ageount will be refained thetein and used for the
purposes theieof.

10. o Other Funds, Other than the funds deseribed herein, there is o fund
or account that would constitute 4 sinking fund (as defined in Regulation Section 1.148-1(c)(2))
ora pledged fund (as defined in-RegulationSection 1,148- (c)(3)) for the Bonds.

1. Single Tssue. Other than the Bonds, the Distriet does not expect 1o issue
other obligations which will be: (a)sold ¢ substantially the same time as the Bonds (e, less
than 5 days apart); (b) sold pursnant tothe same plan of financing with the Bonds; aid{c)
reasonubly expected to. be paid fortrom substantially the same source of funds as will be used to
pay the Bonds:

12,

12,1 All amounts allocable to the costs of issuing the Bonds will be
used for the payment of costs of issuarice of or before thiee years from the date hereof, Sich
amounts may be invested without regard to Yield restricton. Tnvestment earnings on such
arounis that are re@ined in the Maintenance Assessmenl Accountmay be: invested without
regard to Yigld restriction for a period notto exceed one year from the date of receiptof the
amount earneéd. Such amounts are, however, subject fo the rebate requirements st forth in
Exhibit B bereto (the "Rebate Requirement”),

12,2 Proceeds derived from the sale of the Bonds deposited into the
Construction Disburserment Account (Project Fund) to finance the tost of the Project may. be
invested without regard to Yield re:‘srr'i"cétibn{s'ubjett_.u:v the Rebate Requireiment) for a periad. hot



1o gxceed three years from the date hereof and thereafter shall be invested ata Yield not in excess
of the Yieldof the Bonds. Investmenit earnings thereon may: be-invested without regard to Yield
restriction:(subject to the Rebate Reguirément) for & period not to exceed three years from the
date hereof or one year from the date of receiptilicrest, whichever is longerand thereafter shall
be: invested at a. Yield not in excess of the Yield of the Bonds.

13.  Rebue :

Eshibit € - Allocation and Accounting Rulesand Exhibit D Investment Instructions and Remedial

nd: Accounting; The District will comply wilh Exhibit B - Rebate

Action Procedures throughout the term of the: Bonds. ‘There are several elections which must
be: madeas of the date of issuance with respect 16 the Rebafe Requirement.

13,1 For purposes -of demonatrating that the Bonds constitute a
constriiction issue within the meining of Section. I4R(HANCHEY) of the Code, an election can be
made, with respect to the provisions. that are based on the District's reasonable expectations, to
apply all of those provisions. based on actoal facts. The District does make this election. The
District expects to comply with the two year iebate for exception for construction projects by
spending the following percentages of Available Construction Proceeds as follows: 10% with six
months.; 45% within ong year; 75% within eighteen imonths; and 100% with two years. See Exhibit
B 11.

132 Where the expenditure: requirerents are not miet, the District
gy elect o be subject o it penalty in Hew. of being subject to the rebai¢ rules, The penalty s
ihe product of 1.5 percent and underexpended proceeds as of the end of the spending perfod.
Foreach spending period, under expended progesds is the difference between the
Available Construction Proceeds spent and the Available Construction Pioceeds required to
be. spentuccording 1o the expenditure schedile. The penalty is to be recalculated dnd paid
for each spending period intil the Bonds and any bonds issued to refund the Bonds are
repaid.  The penalty must be remitted within 90 glays of theend: of the speriding period to which.
it relates. The District does not make this election,

14.  No Attifice or Device. The District has not engaged. and. will not enguge
it @ transaction or series of transactions enabling itfo-exploit the difference between tax-exempt.
and taxable interest rates: to. gain a material financial advantage and which increases ihe burden
on the market for Tax-ExemptObligations, including selling: obligations ‘that would not
otherwise be necessary’ or issuing obligations sooner of allowing them 1o remain outstanding
longer than would othierwise be:necessary.

15.  Prohibiled Uses of Proceeds; Federal Guarantees.



I5.1  None of the Proceeds of the Bonds will be used (divectly or
indirectly) to acquire-any "nongavernmental output property” as definéd in Section 143(d) of the
Code orto make or finance oanis o persons othei than. Governmiental Unis, -other than () loans
which enable the borrower to finance any governmental tax or assessment of geveral application
Tor specific essentisl governmentdl functions or (i1) loans which. consist of investments in
Nonpurgose Investiments.

152 Not more than an amount which is less than 5% of the Proceeds of
the Bonds will be uged to finance Output Facilitios othier than facilities for furnishing water, any
portion of the output of whichis dedicated to or otherwise miade avdilable-for use by persons
other than Governmental Units on a basis other than that. provided 1o the general public.

15,3 Not more thin 10% of the Proceeds of the Bonds will be used
(direetly or indirectly) in a trade or business (or to finance facilities which are used in & tiude or
business) carried on by any person other than a Governmental Unit. Not miore than 5% of the
Proceeds of the Bonds will be used (directly or indirectly) ina trade or business.(or to finance
facilities which are used in a trade-or business) carried ofi by any person other than a
Governmental Unit which private business use is not related to:any governmental useor js
disproportioniate to governmental use,.all as described in Section 141(b)(3) of the Code
("Unirelated or Disproportional Use"). For the purpose-of this Subscetion, use as 8 member of
the gengral piiblic shall not be taken into account.

154 The immediately preceding Subsectionshall apply only if the
payment of 10% or more (5% mare in the case-of Unreldted or Disproportional Use) of the
principal of or interest on the Bonds is (under the: terms of the: Bonds o any underlying
drrangement) directly or indirectly secured by any interest.in property used.or to be used for a

private:-business. use or in paymentsin respect of such propetty-or derived from payments
whetlieror not to the District in respect of property-or borrowed mioney used or 1o be used for a
privire business use.

15.5 The payment of the principal of and interest on the Bonds is not
and will not be guaranteed directly or indirectly by the federal: government within the meaning of
Section 149(byof the Code.

15.6  Not riore than 50% of the Proceeds of the Bonds allocable to the

Project will be invested in Nonpurpose lnvestments having a substantially guaranteed Yield for 4



157" The District does not expect o sell or otherwise dispose of the

Piroject’before final retitement of the Bonds.

158 The District hereby designates the Bonds as gualified tax-
exemplion obligations far purposes of Section 265(b)}(3)(B) of the Code. The District (including,
any subordinate entities) does not expect toIssué more than $10:000,000 of tax-exempt
obligations during calendar year 2017,

159 This Certificateis, in part, to.serve as a guideling in implementing
the requirements of Sections (41 to 150 of the: Code. I regulations, rulings; announcements and
natices validly promulgated under the Code contain requirements which differ from those
outlined here whichimust be satisfied forthe Bondsito be Tax-Exermpt Obligations or in order to
avoid the imposition of penalties under Section 148 of the Code; pursuant to the covenants
containgd in the Resolution, the District is obligited to take such.stefis s are necessary (o
comply with such requirements. The District hag been advised to- seck. the advice of
competent counisel with a nationally recbg;‘]‘i':ﬁd_sxpgr&i_se i matters affecting the exclusion of
interest onmumicipal bonds from gross income for Federal income tax purposes in fulfiliing its
obligationsunder the Code to take all stepyas-are necessary to maittain the:status of the Bondg s

Tax-Exempt:Obligations.

WITNESS my hand this 23™ day of August, 2017,

6



EXHIBIT A
DEFINITIONS

Al “Available Construction Proceeds™ means, with respect 4o the: Bonds, the
amountequl to the sum of the issue price of the Bonds; ésmings on the issue prics; carmingsan
the foregoing eamings, less the amount of the issue price déposited in & Reserveor Replacoment
Fund and less the issuance costs finniced by the Bonds, For purposes of this definition, carnings
include earings on any tak-exempl bond. Eamings o any. Resérve or Replacement Fund are
Available Constrietion Prageeds only to the extenl that those earnings acerue beforeearlier of (1)
‘the date constuetion’is substantially completed or (1) the date thit js 1w yéars after the issue
dete, Forthis purpose, the date cdnstruction is substantially completed is either the date that the
constryetion financed with the proceeds of the Bonds 15 substantially corpléte or the date on
which construction; i5 -sbandoned. Tn no event, however, will construction e considered
substantislly compléted-earlier than the date that the District has spent Available: Construction
Proceeds on the-constiustion:in an.emoual equal to:atledst 90% of the total cost ol Construction
tha the Distriet reaspnibly expects a3 6f such date Will be Snanced with:proceads of the Bonds.
I ooly & pottion of thé construction is abandoiied, the date of sibstantial coipletion (s the date
thiat the nov-abandonrmisit portion of the constubtion is substantially completsd.

A2 “Bond Year" means the oneyear period (ov i the oase of the first Borid
Year, the shoter perdod. from the dale of issutof the Bonds) ending on the. day i the calendar
year thel is selevied by the District ¥f no day is selected by the District before the carlier of the.
final maturity of ihic: Bonds or the date that is five years after the date of issuante of the Bonds,
each Bond Year gnds @t the close of businesy on the dlay preceding the anafversery date of the.
ssue date and on the Bnal maticity date,

A3 “Code™means the Internal Revenue Code-of 1986, a5 ariended.

A4 *Commingled Fund" mesns #ny fund or accountcontaining both Gross
Protieeds of (he Bonds and amounts in excess-of $25,000 that: are noy Gross Proteeds of the
Bonds if the amounts i the fund or accoun) areinvested and sccounted for-tolisctively; without
regard to-the sourceof funds deposited in the fund or account,

Ak



AS
Bands {8 compated.
Ad \ redii” teans o eredit of §1,000 against the rebatable
arbmagn o, {1} thie last dw of nach Bond Ycar dunng which. 1harc 81 amcsunls allocated to Gross'

'-Bond..s.

A7 “Computetion Periad” means the period butween Computation Dates: The,
fiest Computation Period beging on the date hereot and ends on the firit Compitation Date, Each
sueteeding Computation Period begins on the date immediately following the: Compitation Date
and ¥nds or the sigxt Computatton Dite:

A8 “"Constructivn, Expenditures™ means capital expenditures {iie., costs of'n
type that ave propesly churgeab!e o napita} accuunl or thét would basa-chargeable with s propsr
&leetion under generel federal income (ax principles or with thie mpplication of ihe definition of
Plisced in Service) that, on.or before the date the propesty financed by the expendinues i placed
I gervice, are allogable: to the gost o (3) Constructed Personl, Property. of (i) Real Propsty
{ﬂthﬁ’r'ihah é:‘;pendimws fdr*’thb acquis'it'ibn of any interest fn land and fth‘e ’ac‘q'disiﬁon i)f'*é'n}"

acgmsl.f;qn, af:an; intcrcs:, in_ a_zusl_mg, -ReaJ _Pmpcﬂy o:_ha_r ._th_a.n,. :land: it‘. the g?urchas;:- cqm;:agl_-
veuirés the selier 10 bulld ar insedll the property (such as wier & “tukey. sonteet), and this.

'Sgﬁwg. :.f‘ :'snbslanﬁ.gl.-pampn-n.f.lha pmpnrty or pmr:ertms-:i.s Qm[!lelc.ti: mofe l.h.a.n :6. months
afier the eirlier of the dete -constriction or rehabilivation vommenced and. e dats the Distrint
entered into an sequisition contract based on the reasonable-expectations of the District; ifany,
arfsprasentations of the: person conatructing the property, with the- exercise of due diligence,
sommpletion of consiruction or rehabilitation (and delivery fo the District) could riot have'oseurred:
within that G-month period wil iFikie District el builds or rekiabilitates the Property, nol tore
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than 75% of the capitalizable cost is attributable to property acquired by the
District (such as components, raw malerials, and other supplies).

A10"Governmental Unit' means a state or political subdivision
thereof. Such term does not include the, United States or any agency or
instrumentality theieof,

A1 *Gross Proceeds” means the Proceeds of the Bonds and any
Replasement Proceeds for the Bonds:

A:12 “Investment Proceeds” means any amounts &ctually or
constructively received from investing Proceeds of the Bonds,

A.13 "Investment Property” means any security orobligation within
the meaning of Section 148(b)(2) of the: Code, any annuity contract; any interest
in-any residential rental property for family units which is not located within the
jurisdiction of the District; any “specified private activity bond" within the meaning
of Section: 57(a)(5)(c) of the Code and any other Investment-Type Property..

A4 Investment-Type Propery" means any propery that is held
principally as:a passive vehicle for the production of income. A prepayment for
property-or services is Investment-Type Property if a princlpal purpose for
prepaying is to receive an Investment refiim from the time the prepayment is.
made until the time payment would otherwise be made. A prepayment is not
Investment-Type Propenly if prapayments.on substantially the same terms are
made by a substantial percentage of persons who are similarly situated to-the
District but who aite ot beneficiaries of tax-exempt financing..

A5 “Maintenance Fund Assessment” means the assessment
defined in C/R.S. 37-5-107 and C.R.8. 37-5-108.

AAE “Maintenance Account” means the account held by the Bank
of the San Juans; a division of Glacier Bank, which contains the Maintenance
Fund Assessments.

A7 "Multipurpose issue" means an issue that is used for two or
more separate governmental purposes.

A18 "Net Sale Proceeds" means Sale Proceeds; less the portion
of those Sale Proceeds invastad in a Reserve or Replacenient Fund.

A3




A9 "Noppurpose Investment” means any investment Property
that is not a Purpose Investment.

A.20 *Output Facility" means electric and gas generation,
transmission, distribution, and related facilities, and water collection, storage and
distribution faclities.

A21 "Payinent

(iy amounts aetually or constructively paid to acquire a Nonpurpose
Investment {or treated as paid to' a Commingled Fund);

()  inthecase of a Nonpurpose Irivestment that is first allocated
to the Bonds on a date sfteritis actually acquired {e.g., an invesiment that
becomes allocable to Transferred Proceeds or to Replacerent Proceeds) of that
becomes subject to the Rebate Requirement on a date after it is actually
acquired (e.d., an investment allocated to a Reserve or Replacement Fund for a
construction issue atthe end of the two yearspending period), the Valus of that
investment on that date:

(iily  inthe case of a Nonpurpose Investment that was allocated
foran isstie at the end of the preceding Computation Period, the Value of that
Nonpurpose Investment at the beginning of the Computation Period; and

(V) iheComputation Date Credit,

A2 "Present Value' in general means with respect to.an
ihvestment on-any date:an amount equal to the present valie of all
unconditionally payable Recelpts to be receivedfrom and Payments to: be paid
forthe investment affér fhat date, using the Yield of the investment as the
discount rate. Present value of an investment is computed under the economic
accrual method, using the same compounding interval and financial conventions
used o compute the Yieldof the Bonds,

A.23 "Predssuance Accrued Interest’ means amounts
representing interes!. that has accrued on the Bonds for a period of riot greater
than one year befors its Issue date but only if those amounts are paid within one
year after the date hersof,
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A.24 "Proceeds" of the Bonds.means any Sale Proceeds,
Investment Proceeds.and Transferred Proceeds.

A25 "Project Fund" means the Construction Distribution Account
held by the Bank of the San Juans, & Division of Glagier Bank,

A.26 "Puipose Investment' means an investment that is acquired.
to carry out the govemmental pirpose of the Bonds.

Ai27 *Qualified Administrative Costs" means reasonabls, direot
administrative costs, other than carrying costs, such as separately stated
brokerage and selling commissions that are comparable to those charged
nongovermimental entities in transactions not invelving tax- exempt bond
proceeds, but not legal and accounting fees, record keeping, custody or similar
costs. Fora guaranteed investment contract, a broker's cormission paid-on
behalf of either an issuer o the: provider is not a Qualified Administrative Cost to
the extent that the commission:exceeds the lesser of (i) $35,000 and (il) 0.2%
ofthe amount of Gross Proceeds the issuerreasonably expects, as of the
date the contract is‘acquired, to be deposited in the guaranteed investment
contract over the term of the contract or, if more, $3,000.

A28 "Real Propery" means land and improvements thereto, suich
as buildings or other inherently permanent structures, including interests in:real
property. For example, Real Propedy includes wiring in & building, plumbing
systems, central heating or air-conditioning systems; pipes or ducts, elevators,
escalators installed in a bullding; paved parking areas, roads, wharves and
docks, bridges and sewage lings.

A.29 "Reasonable Retainage" means an amount, notto exceed
percent of Avallable Construction Proceeds as of the end of the fourth spending
period, which is retained for reasonable business purposes relating to the
propenty financed with the proceeds of the Bonds, such as fo ensurs or promote
compliance with the 1erms of & construction contract. Retainage is reasonabie If
the retained amount Is not yet payable, or, at the end of the 2-year period
following the issue date, the District determines that an sctual dispute exists
regarding elther completion: of construction or payment;

A5



A.30 "Rebate Amount" means the amount-computed as described
in Exhibit B,

A.31 "Bebate Reguirement™ shall have the meaning ascribed.
thereto:in section 18,

A.32 *Heceipt® means

{iy amounts actually or constructively received frem a
Nonpurpose Investment (including amounts treated as received from 4
Commingled Fund)

(i) in the vase of.a Nonpurpose Investment that ceases to
be allocatedto the Bonds befors its disposition or redemption date (e.g., an
investment that becomes allocable to Transferred: Proceeds of another issue or
that ceases to be allocable to the Bonds pursuant to-the Universal Cap) or that
ceases to be subject to the Rebate Requirement on a date earlier than its
disposition or redemption date (e.g.. aninvestment allocatad to.a fund initially
subject to the Rebate Requirersnt but that subseguently qualifies as a bona fide
tobt-service fund), the Value of that Nonpurpose Investment on that date; and

(illy in the case of & Nonpurpose Investment that is held at
the end of a Computation Period, the Value of that Nonpurpose Investment at the
end of that Computation Period,

A.33 “Begulations” means ttie Treasury Regulations promulgated
under Sections 103 and 141 through 150:of the Code, and to the extent
applicable, any subsequent amendments to such regulations or any.successor
regulations.

A.34 “Beplacement Proceeds” means amounts that have a
sufficiently direct nexus to the Bonds to conglude that the amounts would have
been used for that govemmental purpose if the Proceeds of the Bonds were not
used or to be used for that governmental purpose. For this purpose,
govemmental purposes include the expected use of amounts for the payment of
debt service.on a particular date. The mere availability or preliminary earmarking
of amounts for a governmental purpose; however, does not in itself establish a
sufficient nexus to cause those amountstc be Replacement Proceeds.
Replacement Proceeds include. butare:not limited to, amounts held in a sinking
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fund.or a pledged fund. For these purposes, an amount is pledged fo pay
principal-of orinterest on the Bonds if there:is reasoriable assurance that the
amount will be available forsuch purposes in the everit that the District
encounters financial difficulties.

A.35 "Beserve or_Replacement Fund" includes any reasonably
required reserve or replacement fund (as desoribed in Seotion 148(d) of the
Code), any fund reasonably expected o be used to pay the principal of or
interest'on the Bonds (including any sinking fund, as defined i Regulation
Section 1.148-1 (b), for the Bonds:and any bona fide debt service fund, as
defined in Regulation Section 1.148+1(c)(2)), any-fund pledged directly or
indirastly to the payment of fhe Bonds in such & mannerthat the owners of the
Bonds have a reasonable assurance that the fund will be available to direstly or
indirestly pay debt service o the Bonds if the District entouriters financial
ditficulties, and any other amounts treated as beiiig in a resanve or replacement
fund by the Regulations.

A.36 "Sale Progeeds" means ary-amounts actually or
constructively received by the District fiom the sale of the Bonds, including
‘amounts or compensation and interest otherthan Pradssuance Accrued lhterest,

vecldlly Developed Computer Software" means any
program of routine used 1o cause a computer to ;’p‘éﬁom a desired task ot
setof tasks, togethar with 1he desumentation required to describe and
maintaln such program; provided that the software is specially developed and is
tuncticnally related and subardinate 10 real propetty orothier Constructed
Persanal Property.

A‘ 38 "Tangible Personai P ov“ert,' “means: any tangibie propeﬂy

machmery that is not & siructural cnmponent afa building and furmshmgs)
x-Exempt Obligation” means any obligation the interest on

which is excluded from grczss income under Section 103(a) of the Code and

which is not a specified private activity bond as defined in Section 57(a)(5)(C) of
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the-Code. Sueh term includes an interest in-a régulated Investment eompany to
the extent that least 95 parcent of the income tothe holder ofthe interest s
interest that is excludable from gross incomie under Section 103(a) of the Code.

Ai40 “Universal Cap" means the Value of all the outstanding
principal amount of the Bonds.

A41 "Value (of a Bond)" mears with respecito the Bonds, the
outstanding principal amount plus accrue unpaid interest,

A42 " Value (of an investment)* means any of the following:

()  with respect to-an investment with not more than two
percent original issue discount or orfginal Issug premium, the outstanding stated
principal amount, plus accrued unpaid interest;

(i) with respect fo a fixed rate Investment, its Present

Value;

(iiy  exceptasprovided in (iv), with fespect to any
investment, its fair market value;-or

(iv)  with respect to-any Yield restricted investment, its
Present Value.

A:43 "Yield of the Bonds" mesns the discount tate that, when used
in-computing the Present Value as of the issue date of the Bonds of all
unconditionally payable payments of principal , interestandfees for qualified
guarantees reasonably expected to be paid on'the Bonds, produces an amount
equal to the Present Value, using the same discount rate of the aggregate issue
price:of the Bonds as of the issue date. Mantatory and expected contingent
redemptions are taken into adeount, based on féasonable expectations as of the

redeription price-at maturity in excess of one-fourth of ong percent multiplied by
the product of the stated redemption price at maturity and the' number of years to
its weighted average maturity date(determined by taking into accotint the
mandatory redemption schedule), then in computing the Yield of the Bonds, the
Borids are treated as redeemed al their Present Value, otheiwise the
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Bonds ate treated as redeemed at their outstanding stated pringlpal amount
plus accrued unpaid interest. Optional redemptions are not.taken into account in
determining the Yield of the Bonds unless they satisfy one of the three following
conditions:

M The Bends are subject to optional redemption within §
Bonds are redeemed at maturity is more than one-eighth of one percent higher
than the Yield of the Bonds computed by assuming the Bonds are redesmed al
the earliest date for their fedemption;

(i)  The Bonds are issued at an Issus price that exceeds
the stated redemption price at maturity by more than one<foutth of one percent
multiplied by the product of the stated redemption price at maturity and the
number of complele years to the first optional redemption date (e.g., an original
issue premium In excess of 2.5% in the case of 10-year no call Bond); or

{i)  The Bond subject to optional redemption bears
interest at anincreasing interest rate (i.e., 4 stepped: coupon bond).

A.44 *Yield of an Investment” means the discotint rate that,
when used in:computing the Present Value of all unconditionally payable
Recsipts from the ‘investment, produces an-amount equal 1o the Prasent Value
of-all unconditionally payable payments for the investment, Unless otherwise
declded by the Digtrict, the Yield of any invéstments and the Yield of the Bonds
shall be calculated using a 860-day year-and a.semi-annual compounding
interval




EXHIBIT B
REBATE

B.1  Generally. In-order to implement the. provisions.of Section 148(f) of the
Code,. the. District. has established the 2017A. Rebate Fund inte which will be deposited any
amount reqitired to:be rebated to: thie federal government pursiant'to Section 148(F) of Hie Code,
Section. 148(f) of the Code reguires that certain earnings on Nonpurpose: Investments allocable to
the Gross Proceeds of the Bekids be puid to the federal government to prevent the Bonds from
being arbitrage bonds. The arbitrage that must be rebated is based on the differcnce between the
amount aciuatly earned en Nonpurpose Investments and the:amiount that: would have Beensarned
if those investments had a Yield equal to the Yield of the Bonds, As of any date; the Rebate
Amousit for the Bonds is the excess of the future value, as of that date, of all Receipts on
Nonpurpose Investments over the future value, as of that date, of all Payments-on Nonpurpose
Investments-(faking into account that the Computation Date Credit isa. Paymenton Nonpunrpose
Tnvestmients). The future value of o Payment or Receipt at the.end of iy period is determined

using the economic:ageril method and equals the value of that Nonpurpose Paymieotor Receipt
whn it is paid or received {or teated as paid or received), plus interest assumed to- beearned and

order-to et the Rebate Requirement of the Code, unless Subsection B.10, B.T1, or B.12 applies

or-unless during each Bond Year all Gross Proceeds are invested at a "Yield that is less thap. the
Yield of the: Bonds or are invested. in Tax-Eiempt Obligations, the: District will comply with and
take:the action required by this Section. |
B2
Date, Afierthe first required rebate payment is made, the District must consistently treat either

Computation Dates. "The District may tréat any date as & Computation

‘each Bond Yearor the-end of each fifth Bond Year as Computation Dates and may not

change these Computation Dates after the first rebate paymentis made,
B3  Final Computation Date. The date:that the Bonds are:discharged is the
Final Compulation Date, If the Bonds are retired within three years of the issue date; however,

the: Final Computation Date need not éceur before the end of § moriths. alter the issue date or
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during the period tn which the. District reasonablyexpects that any of the spendi ngexceptions to
the Rebitte Requirement witl qpply to:the Bonds.
B4 :

Dates other ‘than ihe F'mal Compmauon Ddtﬁ, the District must rebate Wi amount that wher

For Computation

added: fo- the futre valve, as of thut Computation Daie, of previous rébae payments made for the
Bonds, equils at least 90 percent of the Rebate. Amount as of that date. 11 all events, the first

rebate. payment must be: wmade for a Computation Date that is not later than five years- after the

issue: diite and subsequen payments must bemade for 2 Computation Tate thit is not later than
five years ufier the previous Computation Date for which a payment wos made. For the Final
Computation Date, & final rebate payment must be paid in an amount that, when added 1o the

future: valoe of prey

ous rebate payments.mide for the Bonds, equals 100 percentof the Rebate
Amount as of that daie, The Disiricts obligationio make such deposits and to make payiments (o
the United States as provided below is 4 spectal obligation of the Disuiet, payable only from
investment ingonig :earnede oh investments of Gross Proceeds and other ‘l'unds, o the extent
i_ha.n_. su:-:_h_ investiment inconie, T]:hf:: ».obi.z,gatmnt to. make deposits into 111@?"20‘-1?2%: R@biate Fund and
paymentso the United States does riot constitute-a debt or indebledness of the District under afny
Charter, constitutional- or statutory provisions applicable to the Disirict. In the event the Disirict
does not appropriate-dnvestment. income oF other funds for the purpoasi of mikisg dEposits into:
the 2017A Rebate Fund, the District will invest all Gross Proceeds.at steh & Yield shat no deposit
into the 201 7A Rebate Fund s rcqutrpd

BE  Boa F L ] ! As the Bonds dre not private
activity bonds and have d ﬁxud rate of‘ interest; amounts earned on mongys in the 2017A Bond

Fund shall not b tiken into account for purposes of complying with the Rebate Requitement:
B:6  Time and Manngr of Rebate Payment. Bach febate piyment must be paid

no later than 60 days afler the Computation Date 1o which the payment relales.  Any rebure

payment paid withis this 60-day period niay be treated as paid on the Comiputation Dite to which
it relates. Each payient miade pursuant to this Section shall be filed with the Internal Revenue
Service Center, Ogden, UT 84201, and shall beaccompanied by Form 8038-T.



BY ty InLiou of Loss of Tax Exeniption. The fuilure to-pay the corect
Rebate Amount when rcquufed will caiise the Bonds to be arbitrage bonds, wnless the
Commissipnerof Tnternn] Revenye (the “Commiss] loner™) defermines that the failure was not
waused by willful nieglect and the District promptly pays & perialty to the United Stales. The
penalty equals 50 percait of the Rebate Ariount nat patd-when required to be-paid, plus interest
on that amount, Interést acerues at the underpayment rate under Section 6621 of the Code,
beginning on the date the Goresot Rebate Amount i due and ending on the date 10 days before it
is.paid. The pedalty is automatically whived if the Rebrte Amount that: the District faifed 1o pay
plus interest is paid-within 180 days afer discovery of the failure, unless the Commissioner
determines: that the failive was dise to witlful negléct, orthe Bonds sre under éxamination by the
Commissioner ab-any time during the period beginnlig on the date the failure first acourred and
ending onthedate 90 days afterthe recezpl of the Rebate- Amount,

B3 ecovery. of af ¢. The District may recover an
overpaymentof the Rcbale Ainoum by esmbhs}ung to: tlw snusfactmu of the Commissicner that
the overpayment occurred. Axt ‘overpayment s the excess of the amount peid to the United
States for the Bonds yuder Section 148 of the Cotle over e sum of the Rebate Amount for the
Bonds es of the most secent Compitation Daté and ol amounts that are otheiwise weguired fo'be
peid under Section 148 of the Code:as of the date the-zecovery s requested. Notwithstanding the
preceding sentesce; i overpayment may be recovered only to the extent thal i recovery on the
date that it is fiest requested would niot result inan additional Rebite Amotint iF thal date- were
trcated as ‘@ Computetion Date. Furthermors, except for overpuyments in certain limited
cisoumstanices, A overpayment of less than $5,000 may not be recovered before the Final
Lomputation:Date,

ik Month Exception to Rebate, Motwithstanding anything in this Section
to the ccntrary, if a4l of ihe Gross Proceeds of the Bonds allocable to the Project (other than
amaunts on deposit in 2 bont fide debt service fund) have been expended for the Project by no
later than the day which: i§:gix months after the déte of issue: of the Bonds, fhen the Rebate
Amount-atiocable to the Grosy Proceeds of the Bonds allucable to the Praject shall be zero until.
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stich time a3 amounts re seceived, Whish amounts are held f & slriking fund or-any other fund
pledged to or expected to-be: used {0 pay delit service or such: timeras any other amownts are
Pledged as security for-the Bonds, and ot expended on thie payment-of principal or inferest on
the Bonds within £3 maiiths of the date of their réosipt, The. six-month exception provided by
the previous sentence shall apply in the event that Gross Proceeds of the Bonds allocablé 1o the
Project (other than amounts on-depiosit/in. a:bona fide debt service fim) in an amount equal to
the. lesser of five percent of the proceeds of the Bonds allocable 1o 1he Project or $100,000 have
not been expended by the date: which is six months after {he tate the Bonds.are jssued if 4l of
such Gross Proceeds-are expended within one year of the diite the Bonds are issued. The six-
morith exoeption provided by this Subsection is inipplicsble i any reserve fund, sinldng fund or
pledged fund other than & debt service fund is mainisined for the Bonds, whether or not funded
from proceeds of the Bonds, except that if = Resirve or Replacement Fund (as desoribed. iy
Section 148(d) of the Code) hids been established for the Bonds and all of the Grass Prosseds of
the Bords other than:amounts in: thal Reserve or Replacement: Fusid and amounts deposited. in o
bona fide debt seevioe fund for the Bondy qualify for the six-month exception described in-this
Subsection, then the: Rebate Amount niked only be caleulated with respect to all amousts ot
required to be spont within six months, aﬂersuch srx-month period.

B Two-Yedr Construction Exeeption. Notwithstanding anything n fhis
Section to the-contrary, if 75 percant-‘;nfthe Ava:iabia Constmctmn Proceeds of the Bonds areto
be wsed for Construction: Expenditures aad all of the. Aviilable Construction Proceeds of the
Bouds are reasonably expected, a5 of thie issus dale, to-be spent (or; af the slection of the District
on.or before the issue date; areactuslly spent) for the governmental purposes of the Bonds within
24 months fom the dete hereof according to the schedule set forth below, then the Available
Construstion Proceeds and the Gross Proceeds of the Bonds. used to pay costs of issuatice 6fhe
Bondswill not-be subject to the Rebate Requirement, The applicable schedule of expenditures is
as follows:

@ 10 pereent within 6 months of the date hereof (the “first Spending
poriod"),

Gy 45 porcent within | year 6f the date hereof (the “second spending
period®),



@iy 75 percent within 18 months of the date héresf (the “third spending
perod™, and _

(V) 100 perosnt within 2 years {the *fourth-spending period"),

If 95 percent of the Available Constragtion Progeeds are spent within 24 moniths
and:the extra five parcent is needed as.n Reasonahle Retainage.and such amount is spent within
three years of the date hereof, {he above schedule will Be treated a5 met. For the first three
spending periods deseribed above, Avaltable Construction Proceeds inchide the amount of future
camings that the District reasonably. expected s of the isstie date. For the fousth spending
period desoribed above, Available Constniction Proceeds include the aciual earmings received,
Eurnings that necrue after the end of the 2-ycar spending period are not part of the Available
Construetion Procépds for ‘purposes of this § peroent limitation; but are part of Available
LConstruction Proceeds for all other purposgs of this Subsection. The: governmental purposes of
the Bonds include- payments-of interest on’ bup not payments. of principal of the Bonds and
payments of principal of and interest. on-otherobllgations of the District, Which:interest either (i)
actrues. on such othier -dbiiga’tibn's‘- dur'h'rg:;a *afi’&éyﬁ‘ar ‘p‘eri'oﬂ im:ludimg t’h‘a‘ i’ssue date, (ii) is‘ 8

Ex_pendmue.

If the roquirements of this fwo-year exception we fiot: met, the Rebate
Requirement is 16 b caloulated a5 otherwise described in‘this Bection as.of the date of issuance,
In the event the Bonds satisfy =il tequirermens necessary (o qﬁal;ii‘}'-' for the exemption from the
Rebate Requiremient described: in. €ais Subsection; the District may nevertheless subsequently
eleat to disregard the available exemption from the Rebate Requirement with respect 1o the
Borids.

xgeption.. Notwithistanding anything in this Section to
the contrary, ¥ (i) the Gross Pmbeads of the Bonds are aliocaléd to expenditures for a
governmenta} purpose of the Bonds within 18 wmoniths of the date hereof in atcordance with the
schedule sef forth belaw, (ii) the Rebate Requitement is met for all amounts not required to be
spent in accordance with. the 18-month expenditare sehiedute (as set forth in Regulation Section
1:148-7(c)(3)) {other than earnings on & bona; fide debt service fund) and (ifi) a1l of the Gross
Procgeds of the Bonds qualify for the initial témporary period under Repulation Section 1.148-
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2(e)(2); then the Gross Proceeds: of the Bonds will not b subject to the Rebate Requirement,
Theapplicable schedule of expenditures is as follows:

(Y 15 persent within 6 wwonths of the dste hereof {the “first spending
periad™),

_ () 60 percent within 12 moniths of the date hereof (the “second

spending pariad“)',.and

@ity 100 porcent within 18 months of the date heseof (the “third
spending period"),

Tie Bonds will ot fail to satisfy the speiding requirement for ihe third spending
period s a result of a Ressonable Retaingge if the Reasonable Retainage is allocated to
expendifures within 30 months of the dat¢ hereof. For parposes of this rohete exeeptlon,
Reasonable Retainage refers to the end of the 18-month periad, rather than the 24-month period.
For purposes of determining complisnce with the first bw spending pericds set forth above, the
amount of investment proceeds insluded in Grogs Procseds of the Bonds i determined bised on
the District’s reasonable expectations on the.date hereof.

The 18-month tebate exceptio may not bie available for any portion of ihe Bands
that- i treated as meeting the 2-year constriction rebate exéeption described in Subssction 8,11
above.

B-6



EXHIBIT C
ACCOUNTING AND ALLOCATION RULES

G4 Geners) Rule. The District may use any reasonable, consistenily applied
accounting method to account for Gross Proceeds, investments and expenditures of the Bonds,
An aocounting method is “consistently applied™ i it is applied wniforily within a Fiseal Pefiod
{as defined belaw) and between Fiscal Periods to account for Gross Proceeds of ihe Bonds and
any amounts thetare ina Commmgied Fund,

C2 ion: s . Ampunts srealiocable to only
one lssue 6t 8 time a3 Gross Procccds Amounts Chase to: he allocated to the issue as Procoeds
onty when those amounts (i) are allocated to an expenditure for o goveminental purpose; {ii) are
nlloceted 16 Transferted Procseds of anothier issug-of abligaticns; or {{ii) cebse. to be-allocated to
thatissue atretirerment of the issue or undey the Universal Cap,

€3 Allocation of Gross Proeseds to Investments. Upon the purchase or sale
of a Nonpurpaise Investrent, Gross Proceeds ofthe Bonds:are riot allocated {6 payrment for that
Nonpurpose: Investment: in an amount greater than, of to & feeéipt from that Nonpurpose
Investment in an-amount less than, the fair market valug of the Nonpurpose Investment & of the
purchase ot sale date, The fair market valueof § Nonpurposs livestment:is adjusted 1o take tato
scoount. ‘Qualified Administrative Costs allocable fo the investment, Thus Qualified
Administrative Costs increase the payments for; or desrese the reéoeipts from, a Nonpurpose
Invigstient,

€4 Allocation of Gross Proceeds 1o Reasonable accounting
methods for: al]ocahng funds from different sources to expendltmres fer the-same ‘governmental
st method, 8 “frst<in
:f rs!»but" ;-methad ora ratab!e allo;:atmn. -mnzhad-, 50 flpng g :tha -mct_hod naed is cunszsteutly
applied. Analloeation of Gross Proceeds of the Bonds to an expenditure must involve a cusrent
autley of cashJor @ governmental purpose of the Bonds, A cul ay of cash mesns an
outlay reasonably expected to octur not later than five banking duys sfer the date as of ‘which
the atlocation of Gross Proseeds to the expenditure is made,

G5  Commingled Funds. AN Payments and Reoeiptsy (including deemed
Payments and Regeipts) on investments held by & Comimingled Fund must be allocated (but not
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neessarily distributed) among each different source of funds invested in-the Corimingled Funid
in accordence with & consistently applied, reasontble ratsble aliosation method, Reasonable
ratable allocation methods include, without limitation, methods that allocate Payments and
Receipisin proportion to either (i) the average daily balavices of the amounts in the Commingled
Fund from eah different source of funds during any consistent time period within fts fiscal year,
bist At Joust quartecly (the *Fiscal Period™); or (i) the average of the: heginning: and ending
balances of the amounts in the Commingled Fund ‘from each different. sourse of finds $or a
Fiscal Period that does not éxceed one-month,

Funds invested in the Commingled Fund may be slioosted directly to
expenditurés for governmmental purposes pursuant to 8 reasonable consistently applied accounting
method. 14 ratible alfocation method is used 1o-aflocate expenditures from the Commingled

Tund, the-same ratabile allocation method must be used to atlocate Payments and Receipts on

investinents-in the Commingied Fund.

Generally & Commingled Fund must-treat all jts investmenits ss 3f sold at fair
net s or losses fram ithese: deemed sales of invesiments st be-allogatet 1o each different
source-of funds invested in the Corimingled Fond during the pariod since the Jast allooation.
This mark-to-merket requirement does not apply if (1) the remaiing weighted everage matuity
of all investments held by n Commingled Fund disriiig s particulsy fiscel yeardoss riot exceed 18
months, and the investments held by the Commingled Fund during that, fiscal yenr consist
exclusively of obligntions (as defined in Regulation Section £.150-1(b)); or (i) the Commingled
Fund opefatet exclusively es o reserve fund, sinking fund or replacament. find for two or more
issuesof the same issuer. Subject:to the Universal Cap lisitation; and the principle that amounts
sre allocable to oiily one issue at & time as Gross Proceeds, invesimentsheld by a Commingled
Fund that serves as a comimon reserve fund, replacement fund or sinking find. must be-allocated
ratably among the {ssiiés served by the Commingled Fand in proportion 1o gither () the relative
values of the bonds-of those issues; (if) the relative amounts.of the remaining maximum annual
selative original stated principal amounts of the Gutitaniding issues.

C.6 qugggaL_Q_ap Amounts thai would otherwise be: ‘Gross Proceeds
#llocable fo the Bonds ere allocated (and remein allocated) therelo only to the extent that the
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Vahi¢ of the Noupurpose. Investments allocable to those Gross: Proceeds daes not exceed the
Vailue ‘of the gutslanding principal ampunt of the Bonds, Nonpurpose Tavestments alloeated to
Qross Proceeds in a bona fide debt service fund for the Bonds are not taken info account in
ng the Value of the Nonpwpose Investments, and thiose. Nonpurpose Tnvestments
remain-allogated {o (o Bondg. To the extent that the Vahie of e ‘Notiputpose. Investments
#lloceble to- the Gross Prccaeds of ‘the Bonds exveeds the value uf the oulslandmg prmcxpai

deterralnl)

recoprized .iexpar.t;.se inmatters. aft‘»f:.cﬁng t_he cxc_iusion oi‘mt_ﬁresmn municipa.l, .i,:qnds.- frcm, grcas.g

income for Fedsral income tax purposes: for the procedures necessary fo. somply with the
Uniyergal Cap.

€7 Bxpenditure for Working Capital Purposes. Subject to certain exceptions,
the Proceeds of the Bonds may only be-sllocated to “working caplial expenditures” as of any
date to- the exient that those expenditures exceed “availablé amounts™ as of that date (i,
“proceedsespent-last’).

For gurposes of this Section, “working capitsl expenditures™ ‘include: 4l
expendituses other than “eapital exponditures.” “Capital sxpsnditures” are costs of & type
properly: eharpeable (or ehargeabls upon proper election) to 1 capital aceount wnder general
federal-income tax principles. Such costs inolude, for example, costs nourred to. abquire,

canstnict, or inprove land, buildings and equipment having o reasonably expected usefil fife it

extess of one yeur. Thus, working capital expenditures nclude, among othor things,

exponditures for curreht operating expenses and debt servics.
For purpases of his Section, “available amouit” eans any amount that Is

available to the Distrlet for working capital experditure purposés of the type financed by tho

Bonds.. Available amount exchides Proceeds of the Bonds but includes gash, investments and
other amiounts beld in accounts or dthorwise by the Disteiet for worling capital expenditures of
thie type being finariced by the Bonds without legislative or judiclal detion ‘and without &
Iegishafive, Judicil, or contractual requirement that those smousts be feinbussed,

‘Notwithstandisg the preceding sséce, 8 “reasonable working capital reserve”is frested as

anavailable, A working capital reserve is reasonabfe: 1 it-does not exceed five percent of the
deternsination of available. amounts is made. For purgoses of lhie preceding senienes orly, in
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determining the working: capifal expenditures of the District for a prior fiscal year, any
expenditures (whether capital or working capital expenditures) that wre paid out of carrent
réventes may bé treated as working capitat expenditures,

"Thie proceeds-spent-last requirement does not apply o expenditures o pay (i) any
Quatified Administrative Costs; (i) fees for 4 qualified guarantes of the Bonds or paymints for a
qualified hedge for the Bonds; {iii) intérest on the issue for a period commencing on the issus
dute and ending ou-the date that is-ve year after the completion dlate of any. capital. project
funded with the Proceeds of the Bonds; (iv) the United States for Vield redugtion payments
(inetuding rebate payments) or penalties for the failurc to meet s spend. down requircments
associated with certain spending exeeptions to the Rebate Requirenient; {v) costs, other thas
those described in {f) thiough (iv) above, that do not excoed five percentofihe Sale Procceds and
that are’ directly related to capital expenditures nanced by the Bonds (¢ig,, initial operating
expenses for-a new vapital project); (vi) prineipal or interest on the Bonds paid from onexpected
‘excess sale ot investiment. prodeeds; (vit) principal or interst on an issiie paid from investment
eamings on & Reserve or Replacement Fund that are deposited in o bon e debt service fund;
aid (viii) prinicipal, interest, or redemption: premium on a prior issue, Notwithstanding the
preceding poiagraph, the exceptions deseribed above do not apply #f the llocation merely
substitates ‘Gross: Proceeds for other amounts that would bave been, used to make fhoge
expenditurés in s manier that gives rise to Replacement Proceeds:

C8. Valuation of tnvestments~ Fair Market Valve. The fair-market valueofen
investment i5: the price at which a willing buyer would purchase the investment from a willing
sellerin & bona. fide arm’s-length transaction, Fair market valve. generally is determiried on the
date: on ‘whichr & contract to purchuse:or sell the Nonpurpose Investment bevores binding (.,
thie trade date tather thin the-settfement date). An investment that is not of 4 type traded on an
establishicd secorities market, within the meaning of Section 1273 of the Code; Is rebuttably
presuingd to bie: a¢quired or disposed of for & price that is not equal to its fair market valiie, The
fair market value of a United Stetes Trensury obligation that is purchased direetly from. the
United Btates Treasury is its:purchase price,

€9  Certificatss of Deposlt. A cerlificate of deposit, that has a fixed interest
rate, & fixed payment sehedule and 4 substantial penalty for early withdrawal shal) be treated ss
puxchased ot its fair market value if the Yield of the certificate of depasit is not less thun (i) the
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Yield of réasonably compaiable direct obligaticons of the United States; and (i) the highest Yield
that is published or posted by the provider to be currently available fiom the provider on
reasonably gomparshle cert;ﬁcates of dcposrt offered to-the public,

The purchase price of & guaranteed
investment contract is treated a8 ity fm.r market valug on the purchase date if (i) the. District.
‘roakes a borid fide solicitation Tor a specified guaranteed Snvestiment contiact and reteives al least
three bona fide bids from providers that have no materig) fivancil inferest in the Bonds (N
underwriters-or brokers); (i) the District purchases the highest-yielding guaranteed investment
contract for which & qualifying bid is.made (determined wiet of broker's foes); (iii) the Yield of
the guaranteed investment:eontract (detenmined net of broker's foes) is not less than the Yield
thien available: from the proyider on reasonably compurdble guaranteed investment oontracts, if
gny, offered. to. othier persans foma source of fimds-other than Gross Procesds of tax-gxempt.
bonds; (iv) the defermination of the terms of the guaranteed investment corfract takes into
account 85 & signiticant factor the Distict's reasomably expected drawdown schedule for the
amounts to. be Invested, exclusive of amounts deposited in debit service funds and Reserve or
Replacement Funds; (v): the terms of the. guiatanteed investment contract, inclading collaters)
seourity requitexaents, are reasonable; and (vi) the obligor on the guaranteed investment contraci
certifies the edministrative aeists that itis paying (orexpents to pay) to third padlies in.conngction
with the puaranteed investment contract.

CJ1 Recordkeepinp Requirement.  To: evidence the fair market vilue of a
guaranteed investrient conlract: the: District niust relain the following records with the bond
docuiments until three yearsafior the last outstanding Bond is redeemed:

) acopy of theinvestment contract;

{iiy  thexeceiptorotherrecord of the-amotnt actuslly:paid by the Issuer
for the gueranteed investment contract, including a récord of any administrative eosts paid by the
Issuer; y

(i)} For-each bid that is submitted, the neme of the person and entity
submitting the bid, the 1imé and date ofthe bid, and the bid reswlts; dnd

(i) the bid solicitation form and, if the tarms of the purchase
egreement or guaranteed investmient contract deviated from the bid soliciiation form or o



submitted bid is modified, a brief statement explaining the deviation and stating the putpose for
the deviation,
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g PXHIBITD
TO TAX COMPLIANCE AGREEMENT

INVESTMENT INSTRUCTIONS AND REMEDIAL ACITON PROCEDURES
Aupust 23, 2017

Pugblo Conservancy District
P.O.Box 234
Pueblo; Colorado 81002

~ $10,000,000
Pueblo Conservancy District |
Conservancy Maintenance Fund Bonds, Series 2017A. (the “Bonds”)
Pueblo County, €

Ladies and Gentlemen:

Terms not otherwise defined herein shall have the definitions ascribed to such terms:in the
Tax Compliance Certificafe (the "Tax Cexfificate") to which these Instructions (defined below) are
attachied as Exhibit A. The financial informafion cortainied herein with respect fo the
$10,000,000, Pueblo Conservancy District Conservaticy Maintenanee Fund Bonds, Series 2017 A
(the "Bonds") is derived from representations of the Pueblo-Conservancy District (the "District®
or“Issuer’’)

This letter sets forth instructions and writen procedures ("Written Procedures”) regarding:
the investment and disposition of moneys deposited in Various accoimits created under the
Resohition of the Issuet, adopted on August 23, 2017 (the "Resolution", providing for the.
issnance and delivery of the Bonds. ‘The Bonds are being issved to provide funds for the Project
as described in the Tax Compliance Certificate;

The purpose: of these: Instructions is to assure that the investitient of moneys: in ‘the
accounts described herein will comply with the stbitrage limitations imposed by Section 148 of
the Internal Revenue Code of 1986; as amended (the "Cods"), and the regulations thiereiinder (the.
"Regulations"), and fo fuirther define and explain terms used in certain of the tax covenants in the
Resplution; These Instrictions also implement the investment provisions of the Resolution and
the Tax Certificate.

Section 1.  Computation of Yield. For purposes of these Instructions, the term
"yield" shall have the meaning set forth in‘the Regulations. The Regulations provide that the term
“yield” reans that yield which when used in computing the ‘present worth of all payments of
principal and interest (o be paid on an obligation produces an amouit equal to the purchase price
of such obligation. The yield of the Bonds and the-yield ‘of obligations acquired with mongys
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described in these Tnstructions shall be computed by using the same: frequency of interest

compounding, In the case of the Bonds, the purchase price is $10,000,000. There is no Accrued
Interest onthe Bonds. The yield on the Bonds is 3.4%.

Seetion2.  Investments - General. X the yield of an investment obligation is
restricted to 4 yield not in excess of either the yield of the Bonds or 1/8% greater tha the yield of
the Bonds; the yield must be the market price of the investment obligation on aii established
market. This:means that you cannot pay a premium to adjust the yield and that you. cannot accept
a lower interest rate than is usually paid. ‘Currently, if an obligation canniot be purchased on an
established market or a bona fide bid price cannot b established at.a yield which does not exceed
the target restticted yield, you areJimited (a) to-acquiring United States Treasury Certificates of
Indebtediess, Bonds and Bonds - State and Local Government Series ("SLGs") which yield no
more ‘thari the target restricted yield or (b) fo making Yield Reduction Payments as provided.in
Section 1,148-5(c) of the Regulations. SLGs are available at the Bureau of the Public Debt of the
United States Department of the Treasuty in Parkersburg, West Vitginia.

Section 3.  Maintenance Assessinent Aiccount,

Any money deposited in the Maintenance Assessment Account thai has been held or is
expected to be held for more than. 13 months frony the date-of receipt wnder the Resolution or Tax
Compliance Certificate may riot be invested in obligatios ear a yield in excess of the yield
of the Bonds to the extent that such amotnt exceeds the geeater of (i) one-twelfih of the annual
debt service on the Bonds or (i) one year's camings on such portion deposited in the Maintenance
Assessment:Account. '

_ Bectiond.  Rebate Requitement. The: District doss not expect to be subject to the
arbitrage rebate requiremerit as indicated in Section

13.1 of the Tax Compliance Certificate.

Section 5.  Conditions to taking remedial action,

: An action that causes. an issue fo meet the private biisiness tests or the private loan

ng test is not treated as a deliberate action if the Issuer takes a-remedial action described in
this section with respect to the nonqualified bond and if 4!l the requirements in ‘paragraphs (a)(1)
throtigh (4) of this section are miet.

(1) Reasonable expectations test met. The Issuer reasonably expected on the
issue date that the issue would mget seéither the private business tests nor
the private foan financiiig tést for the entire term of the bond. For this
purpose, if the Issuer reasonably expected: on the issue date to take a
deliberate action prior to the final ‘maiurity date of the issue that would.
cause either the private business tests of the private loan financing test to be-
met, the termiof the bond for this putp ‘may be determined by taking itito
account a redemption provision if the provisions of §1.141-2(d)(2)(1i)A)
through (C)-are met,
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(2)

(3)

€3]

Fair market value consideration. Except as provided in paragraph (f) of
this section, the terms of any drrangement that results in satisfaction of
either the private business tests or the private Toan financing test are bona
fide and arm's length, and the new user pays fair market value for the use of
the financed property. Thus, for example, fair market value may be

determined. in a manner that takes into accownt restrictions on the use of

financed property that serve a bona fide governmerital purpose,

Disposition proceeds treated as gross proceeds for arbitrage purposes,
‘The Issuer must treat any dispesition proceeds as gross proceeds for

purposes of section 148. For purposes of eligibility for temporary periods
under section 148(c) and exemptions from. the requitement of section
148(f), the Issuer may treat the-date of receiprof the:disposition proceeds as
the isswe-date of the bond and disregard the receipt of disposition proceeds
for exemptions based on expenditure of proceeds under §1,148-7 that were
met before the receipt of the disposition proceeds,

Proceeds cxpended o a governmental purpose. Except for a remedial
action under paragraph (d) of this section, the proceeds of the issue that are
affected by the deliberate action must have: been expended on a
governmental purpose before the date of the deliberate action.

Effect on a remedial action.

1)

In general, The effect of a remedial action is 1o cure use of proceeds that
causes the private business use test or the private Toan financing test to be
met. A remedial action does not affect application of the private security or

payment test,

Disposition proceeds.

@

@

Definition. Disposition proceeds are any amonnts (including property,
such as an agreement to provide services) derived from the sale, exchange,

or other disposition (disposition) of property {other than investments)
financed with the proceeds of an issue.

Allocating disposition proceeds to .an issue. In general, if the
requirements of paragraph (a). of this seetion are: met, afier the date of the

disposition, the proceeds of the issue allocable to the transferred property

are treated as financing the disposition proceeds rather than the transferred
property. If a disposition is made pursuant to an instaliment sale, the
proceeds of the issue-continue to be allocated fo the transferred property. If
an issue does not meet the requirements for remedial action in paragiaph
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{d)

(3

(@) of this section or the issner does not take an appropriate remedial action,
the proceeds of the issue are allocable to either the transferred property or
the disposition proceeds, whichever allacation produces the greater amount
of private business use and private security Or payments.

Allocating disposition proceeds to different souirces of funding, If
propexty has been financed by different sources of funding, for purposes of
this section, the disposition proceeds from. that property are first allocated
to the: outstanding bond that financed that property. In fio event may
disposition proceeds be allocated to a-bond that is fig longer outstanding o
to & source of funding not derived from a borrowing {stich as revenues of
the Issuer) if the disposition proceeds are not greater than the total principal
amount of the outstanding bond that is allocable to that property. For
purposes of this paragraph (c)(3), principal amount has the same. meaning
as in §1-148-9(b)(2) and outstanding bond does not include an advance
refunded bond.

Redemption or defeasance of nongualifisd bonds.

)

2)

@

@

In general, The requirements: of this paragraph (d) are et if all of the
nonqualified bonds or bonds: of the issue are redeemed, Proceeds of tax-
exempt bonds or bonds must not be used for this purpose, unless the tax-
exempt bonds or bonds are qualified bonds, taking into account the
purchaser's use: of the facility. If the bonds or notes 4re not redeemed
within 90 days of the date of the deliberate: actio efeasance escrow
must be established for those bonds or notes within 90 days of the
deliberate action,

Special rule for dispositions of cash, I the consideration for the
disposition of financed property is exclusively cash, the: requirements of
this paragraph (d) are met if the disposition proceeds aré used 1o redeem a

‘Pro rata portion. of the nongualified bonds or notes at the earliest call date

after the deliberate action, If the bonds or riotes are not redeemed within 90
days of the date of the deliberate action, the disposition proceeds must be
used. to-establish a defeasance escrow for those bonds or notes within 90
days-of the deliberate action,

Notice of defeasance. The issuer must provide written nofice to the
Commissioner of the establishment of the defeasance escrow within 90
days of the date. of the defeasance escrow is established,

Special limitation. The establishment of a defeagance escrow does not
satisfy the requirements of this paragraph (d) if the period between the
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(5)

issue date of the first call date of the bonds or notes are more than 10 %
years.

Defeasance escrow defined. A defeasance escrow is an iirevocable
escrow established to redeem the bond on its earliest call date in an amolint
that, together with investment earmngs is sufficient to pay all the prmmpal
of, and interest and call premium on, thie bond from the date of escrow is
established to the garliest call date. The escrow miay be invested | in higher
yielding investments of in any investment under which the obligor is a user
of the proceeds of the bonds,

Alternative use of disposition proceeds.

1y

ii.

v

In general. The requirements of this paragraph (e) ate met if ~

The deliberate action is a disposition for which the consideration is
exclusively cash;

The dsster reasonably expects to expend the disposition proceeds within
fwo years of the date of the deliberate action:

ifi. The dlSpOSltion proceeds are treated gs procccds of Section 141 and are

used in & manner that does not canse thie issue to meet either the private
business tests or the private loan finan tgst anid the Issuer dees not take
any action subsequent to the date of the de 1e |

these tests to be meet; and

If the issuer does not use all of the disposition proceeds for an alternative

use described in ‘paragraph {e)(1 )iy of this section, the issuér uses those
remaining dnsposntmn proceeds for a reinedial action that mieets paragraph

(d) of this section.

Alternative use of facility. The requirements of this paragraph (f) are met if:

(1

(2)

The: facility with respect to which the deliberate action occurs is ysed in an
alternative. matter (for example, used for qualifying purpose by a
nongovernmental person or used by a 501(c)(3) vrganization rather than a
governmental person);

The nonqualified bond is treated as reissued, as of the date of the déliberate
action, for'purposes of sections 55 throngh 59 and 141, 142, 144, 145, 146,
147, 149 and 150, and under this treatment, the nonqualified bond satisfies
all the applicable requirements for the qualified bond throughout the
remaining terni of the nonqualified bond:
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(3)  The deliberate: action does not invelve a disposition to a purchaser that
finances the acquisition with proceeds of anothier issue of tax-exempt
bonds; and

(4)  Any disposition. proceeds other than those arisitg from an agreement 1o
provide services (including disposition proceeds from an. installment sale)
resulting from the deliberate action are used to pay-the debt service on the
bonds on the next available payment date or, within 90 days.of receipt, are
deposited into an esciow that is restricted to the yield on the Bonds to pay:
thiedebt service on-the bonds on the niext available payment date.

(g)  Rules for deemed reissuance. For purposes of determining whether the Bonds
that is treated as reissued under paragraph () and.(f) of this section isa qualified Bonds —

(1) 'The provisions of the Code and regulations therennder in effect as of the.
date of the deliberate action apply; and ‘

(@ For purposes of paragraph (f) of this section, Section 147(d) (relating to the
acquisition of existing property) does not apply.

(h)  Effect of remedial action on continuing compliance. Solely for purposes of
determining whether deliberate. actions that are taken after a remedial action ‘cause an issue o
meet the private business tests or the private loan financing test —

(1) I aremedial action is taken under patagraph {d); (&) or (f) of this section,
the privite busitiess use o' private loans resulting from the deliberate action
afe not taken into account for purposes of determining whether the bonds
are private activity bonds; and

(@) Afeer 2 remedial action is taken, the amount of disposition proceeds is
treated as equal 1o the proceeds of the issite that had been allocable to the
teansferred property immediately prior to the disposition.

Section 6. Other Tax Compliance Requirements. ‘The Tax Certificate sets forth
additional constraints ot the use of proceeds of the bonds which vou ‘st observe in order to
preserve the excludability of interest on the bonds from pross income for federal income tax.
purposes.

Under Section; 15(g) of the Resolution, the District covenants that it will take no action
and petmit no-action within its control to be: taken which would adversely affect the excludability
from gross income for federal inicome tax purposes of interest on the Bonds.
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Section7.  Change in Law, The Instructions set forth herein are based on law in
effect as of this date, and we undertake no obligation to monitor or update the status of these
Instructions. Statutory or regulatory changes, including, but not limited 1o, clarifying Regulations;
may affect the Instriictions. contained herein, Pursuant fo the Tax Compliance Certificate, the
District is bound to take all actions necessaty to maintain the tax-exempt status of intérest on the
bonds, Accordingly, the District should retain counsel or othér experts from time to time to
ensure compliance, in a timely fashion, with the tax covenants,

Sincerely,

SPENCER FANELLP
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