
FOLLOWING FOR FIRST READING IS A DRAFT

ORDINANCE AUTHORIZING THE CITY OF BETHLEHEM TO PROVIDE A GUARANTY FOR BETHLEHEM AUTHORITY WATER REVENUE BONDS PROPOSED TO BE ISSUED TO (I) REFUND ALL OR A PORTION OF THE AUTHORITY’S OUTSTANDING (A) GUARANTEED WATER REVENUE NOTE, SERIES A OF 1997, (B) GUARANTEED WATER REVENUE BONDS, SERIES OF 2004, AND (C) GUARANTEED WATER REVENUE BONDS, SERIES OF 2010 FOR THE PURPOSE OF REDUCING DEBT SERVICE, AND (II) FUNDING CERTAIN CAPITAL PROJECTS OF THE CITY
Bill No. 26 – 2014
Ordinance No. _____________
AN ORDINANCE

OF THE COUNCIL OF THE CITY OF BETHLEHEM, LEHIGH AND NORTHAMPTON COUNTIES, PENNSYLVANIA (THE “CITY”), DETERMINING TO INCUR DEBT IN THE PRINCIPAL AMOUNT NOT TO EXCEED $73,600,000
; DETERMINING THAT SUCH DEBT SHALL BE INCURRED AS LEASE RENTAL DEBT TO BE EVIDENCED BY A SERIES OF GUARANTEED WATER REVENUE BONDS, SERIES OF 2014, TO BE AUTHORIZED AND TO BE ISSUED BY BETHLEHEM AUTHORITY (THE “AUTHORITY”); BRIEFLY DESCRIBING THE PROJECT FOR WHICH SAID DEBT IS TO BE INCURRED AND SPECIFYING THE REALISTIC USEFUL LIFE OF SAID PROJECT; AUTHORIZING AND DIRECTING THE MAYOR, THE PRESIDENT OF THE COUNCIL, THE CITY CONTROLLER, THE CITY TREASURER, THE BUSINESS ADMINISTRATOR OR THE CITY CLERK OF THE CITY TO PREPARE, VERIFY AND FILE, AS APPLICABLE, THE DEBT STATEMENT AND OTHER APPROPRIATE DOCUMENTS REQUIRED BY THE LOCAL GOVERNMENT UNIT DEBT ACT, 53 PA. C.S. § 8001 ET SEQ., AS AMENDED AND SUPPLEMENTED, AND, UPON RECEIPT OF APPROVAL OF THE PENNSYLVANIA DEPARTMENT OF COMMUNITY AND ECONOMIC DEVELOPMENT, TO EXECUTE, ATTEST, ACKNOWLEDGE AND DELIVER, AS APPROPRIATE, (I) A EIGHTH SUPPLEMENTAL CONTRACT AND LEASE, BETWEEN THE AUTHORITY, AS LESSOR, AND THE CITY, AS LESSEE, SUPPLEMENTING A CONTRACT AND LEASE, DATED AS OF JANUARY 1, 1992, AS HERETOFORE AMENDED AND SUPPLEMENTED, BETWEEN SAID AUTHORITY, AS LESSOR, AND THE CITY, AS LESSEE, AND (II) A GUARANTY AGREEMENT WITH RESPECT TO AFORESAID GUARANTEED WATER REVENUE BONDS, SERIES OF 2014; APPROVING THE FORMS OF SAID EIGHTH SUPPLEMENTAL CONTRACT AND LEASE AND SAID GUARANTY AGREEMENT; CONSENTING TO THE ASSIGNMENT OF SAID EIGHTH SUPPLEMENTAL CONTRACT AND LEASE BY THE AUTHORITY, AS SECURITY, TO THE BANK OF NEW YORK MELLON, AS TRUSTEE UNDER A TRUST INDENTURE, DATED AS OF JANUARY 1, 1992, AS HERETOFORE SUPPLEMENTED AND AMENDED, AND AS FURTHER SUPPLEMENTED AND AMENDED BY A SIXTH SUPPLEMENTAL TRUST INDENTURE, AND AUTHORIZING DELIVERY OF SAID GUARANTY AGREEMENT TO SAID TRUSTEE; SPECIFYING THE MAXIMUM LEASE RENTALS TO BE PAID BY THE CITY PURSUANT TO SAID EIGHTH SUPPLEMENTAL CONTRACT AND LEASE AND THE SOURCE OF PAYMENT OF SUCH LEASE RENTALS; GUARANTEEING PAYMENT OF THE PRINCIPAL OF AND INTEREST ON AFORESAID GUARANTEED WATER REVENUE BONDS, SERIES OF 2014 AND MAKING CERTAIN COVENANTS WITH RESPECT THERETO; SPECIFYING THE MAXIMUM AMOUNT OF THE GUARANTY OBLIGATIONS OF THE CITY PURSUANT TO SUCH GUARANTY AGREEMENT; PLEDGING THE FULL FAITH, CREDIT AND TAXING POWER OF THE CITY WITH RESPECT TO THE GUARANTY AGREEMENT; AND PROVIDING FOR PROPER OFFICERS OF THE CITY TO TAKE ALL OTHER REQUIRED, NECESSARY OR DESIRABLE RELATED ACTION IN CONNECTION WITH SAID PROJECT, SAID EIGHTH SUPPLEMENTAL CONTRACT AND LEASE, AND SAID GUARANTY AGREEMENT.


WHEREAS, the City of Bethlehem, Lehigh and Northampton Counties, Pennsylvania (the “City”) is existing under laws of the Commonwealth of Pennsylvania (the “Commonwealth”) and is a Local Government Unit, as defined in the Pennsylvania Local government Unit Debt Act, 53 Pa. C.S. § 8001 et seq., as amended and supplemented (the “Debt Act”); and


WHEREAS, Bethlehem Authority (the “Authority”) is a body politic and corporate organized and existing under the Municipality Authorities Act, 53 Pa. C.S. § 5601 et seq., as amended and supplemented, of the Commonwealth; and


WHEREAS, the Authority heretofore acquired and constructed a complete water supply and distribution system, including related and necessary facilities, in and for rendering water supply and distribution service in and for the City and other municipalities in the general area of the City, all of which facilities constitute part of the Water System, as such term is defined in the Original Indenture, hereinafter identified, and referred to herein; and


WHEREAS, the Authority heretofore entered into a Trust Indenture, dated as of January 1, 1992 (the “Original Indenture”), between the Authority and First Valley Bank, succeeded by merger by The Bank of New York Mellon, as trustee (the “Trustee”), for, inter alia, the purpose of providing for the issuance, from time to time, of Water Revenue Bonds, as such term is defined in the Original Indenture, with respect to the Water System, as such term is defined in the Original Indenture; and


WHEREAS, the Authority heretofore issued a series of water revenue bonds designated as Water Revenue Refunding Bonds, Series of 1994, dated as of February 1, 1994, in the aggregate principal amount of $82,870,000 (the “1994 Bonds”), all of which 1994 Bonds heretofore have been retired, under the provisions of the Original Indenture, as supplemented by a First Supplemental Trust Indenture, dated as of December 1, 1992 (the “First Supplemental Indenture”), and as further supplemented by a Second Supplemental Trust Indenture, dated as of February 1, 1994 (the “Second Supplemental Indenture”), between the Authority and the Trustee; and


WHEREAS, the Authority and the City heretofore determined it necessary and advisable and have undertaken construction and acquisition of certain Capital Additions, as such term is defined in the Original Indenture, to the Water System, including construction of a new concrete gravity dam, intake tower, transmission main improvements, access road improvements, reservoir perimeter clearing and other associated work and related facilities, generally known as Penn Forest Dam, which undertakings herein are referred to as the “Penn Forest Dam Project”; and


WHEREAS, the Authority heretofore has incurred indebtedness in connection with the Penn Forest Dam Project, as evidenced by its Guaranteed Water Revenue Note, Series A of 1997, in the principal amount $40,000,000 (the “1997 Water Revenue Note”), to Emmaus General Authority, pursuant to the terms of an Agreement, dated as of August 1, 1997, between the Authority and the Emmaus General Authority, a portion of which 1997 Water Revenue Note remains outstanding in the aggregate principal amount of $12,520,000 (the “Outstanding 1997 Water Revenue Note”), the repayment of which constitutes a Cost of Construction, as defined and set forth in the Original Indenture; and


WHEREAS, proceeds derived from the 1997 Water Revenue Note were applied for and toward costs and expenses of the Penn Forest Dam Project; and


WHEREAS, the Authority, pursuant to the Original Indenture, as previously amended and supplemented and as further supplemented by a Third Supplemental Trust Indenture, dated as of August 15, 1998 (the “Third Supplemental Indenture”), between the Authority and the Trustee heretofore issued a series of water revenue bonds designated as Guaranteed Water Revenue Bonds, Series of 1998, dated as of August 15, 1998, in initial principal value of $25,142,165.35 (the "Series of 1998 Bonds"), which Series of 1998 Bonds consisted of (a) current interest bonds, in the initial aggregate principal amount of $11,630,000 (the “1998 Current Interest Bonds”), all of which 1998 Current Interest Bonds heretofore have been retired, and (b) capital appreciation bonds, with an initial aggregate stated value of $13,512,165.35 (the “1998 Capital Appreciation Bonds”), all of which 1998 Capital Appreciation Bonds presently remain outstanding; and


WHEREAS, proceeds derived from the Series of 1998 Bonds were applied for and toward (i) prepayment of a portion of the outstanding 1997 Water Revenue Note, (ii) costs and expenses of the Penn Forest Dam Project, and (iii) deposits, costs and expenses related to the issuance of the Series of 1998 Bonds; and

WHEREAS, the Authority, pursuant to the Original Indenture, as previously amended and supplemented and as further supplemented by a Fourth Supplemental Trust Indenture, dated as of August 15, 2004 (the “Fourth Supplemental Indenture”), between the Authority and the Trustee heretofore issued a series of water revenue bonds designated as Guaranteed Water Revenue Bonds, Series of 2004, dated as of August 15, 2004, in initial principal amount of $66,090,000 (the "Series of 2004 Bonds"), a portion of which Series of 2004 Bonds presently remains outstanding in the aggregate principal amount of $37,035,000 (the “Outstanding Series of 2004 Bonds”); and


WHEREAS, proceeds derived from the Series of 2004 Bonds were applied for and toward (i) current refunding a portion of the outstanding 1994 Bonds and (ii) deposits, costs and expenses related to the issuance of the Series of 2004 Bonds; and


WHEREAS, the Authority, pursuant to the Original Indenture, as previously amended and supplemented and as further supplemented by a Fifth Supplemental Trust Indenture, dated as of March 1, 2010 (the “Fifth Supplemental Indenture”, and together with the First Supplemental Indenture, Second Supplemental Indenture, Third Supplemental Indenture and Fourth Supplemental Indenture, collectively, the “Existing Indenture”), between the Authority and the Trustee heretofore issued a series of water revenue bonds designated as Guaranteed Water Revenue Bonds, Series of 2010, dated as of March 16, 2014, in initial principal amount of $11,000,000 (the "Series of 2010 Bonds"), a portion of which Series of 2010 Bonds presently remains outstanding in the aggregate principal amount of $10,180,000 (the “Outstanding Series of 2010 Bonds”); and


WHEREAS, proceeds derived from the Series of 2010 Bonds were applied for and toward (i) current refunding of the outstanding 1998 Current Interest Bonds, being a portion of the outstanding Series of 1998 Bonds, and (ii) deposits, costs and expenses related to the issuance of the Series of 2010 Bonds; and  


WHEREAS, the Authority, as lessor, heretofore entered into a Contract and Lease, dated as of January 1, 1992 (the “Original Lease”), with the City, as lessee, whereunder the Authority leased the Water System, as such term is described in the Original Lease and referred to herein, to the City, and whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain net rentals to the Authority or its assigns; and


WHEREAS, the Authority, as lessor, heretofore entered into a First Supplemental Contract and Lease, dated as of December 1, 1992 (the “First Supplemental Lease”), a Second Supplemental Contract and Lease, dated as of February 1, 1994 (the “Second Supplemental Lease”), a Third Supplemental Contract and Lease, dated for convenience as of July 1, 1997, but effective as provided therein (the “Third Supplemental Lease”), a Fourth Supplemental Contract and Lease, dated for convenience as of March 15, 1998, but effective as provided therein (the “Fourth Supplemental Lease”), a Fifth Supplemental Contract and Lease, dated as of August 15, 1998 (the “Fifth Supplemental Lease”), a Sixth Supplemental Contract and Lease, dated as of August 15, 2004 (the “Sixth Supplemental Lease”), a Seventh Supplemental Contract and Lease, dated as of March 1, 2010 (the “Seventh Supplemental Lease”, and together with the Original Lease, First Supplemental Lease, Second Supplemental Lease, Third Supplemental Lease, Fourth Supplemental Lease, Fifth Supplemental Lease and Sixth Supplemental Lease, collectively, the “Existing Lease”), with the City, as lessee, all with respect to the Water System whereunder the City agreed, inter alia, to pay certain additional minimum net rentals to the Authority or its assigns; and


WHEREAS, in connection with the Authority's issuance of its 1997 Water Revenue Note, Series of 2004 Bonds and Series of 2010 Bonds (collectively, the “Prior Obligations”), the City executed and delivered to the Trustee certain Guaranty Agreements, dated as of July 1, 1997, August 15, 2004, and March 1, 2010, respectively, pursuant to which the City guaranteed the payment when due of principal of and interest on the Prior Obligations; and


WHEREAS, current financial market conditions are such that there could be cost savings to the Authority and, thereby, to the City as the guarantor of the Prior Obligations, if all or a portion of the Outstanding 1997 Water Revenue Note, the Outstanding Series of 2004 Bonds and the Outstanding Series of 2010 Bonds (collectively, the “Outstanding Obligations”) could be currently refunded; and

WHEREAS, the Authority, in accordance with power and authority reserved to it in the Prior Obligations, desires to undertake a project to refund all or a portion of the Outstanding Obligations (hereinafter, the “Refunded Obligations”), without extending the final maturity date, for the purpose of reducing debt service as permitted by and in accordance with Section 8241(b)(1) of the Debt Act, which undertaking herein is referred to as the “2014 Refunding Project”; and


WHEREAS, the City heretofore obtained a line of credit in the principal amount of $8,100,000 (the “Line of Credit”), from _____________, the proceeds of which were applied by the City to finance certain Capital Additions to the Water System, a portion of which Line of Credit presently remains outstanding in the principal amount of $6,000,000 ; and 


WHEREAS, the Authority and the City desire to undertake as a project: (a) the reimbursement to the City for the Line of Credit, and (b) the financing of the “Cost of Construction” related to the acquisition and construction of certain Capital Additions to the Water System including: certain alterations, additions, improvements and upgrades to the Water System and related facilities, and other such capital improvements as may be deemed necessary, which undertaking is herein referred to as the “2014 Capital Project”; and 


WHEREAS, the Authority, upon certain terms and conditions, proposes to issue and sell its Guaranteed Water Revenue Bonds, Series of 2014, in the aggregate principal amount not to exceed $73,600,000
 (the “Series of 2014 Bonds”), the proceeds of which Series of 2014 Bonds will be applied by the Authority, together with other available funds of the Authority, if any, to finance a project (the "2014 Project"), consisting of: (i) the 2014 Refunding Project; (ii) the 2014 Capital Project, (iii) the establishment of necessary reserves and other funds under the Indenture (as hereinafter defined); and (iv) payment of the costs and expenses of issuing the Series of 2014 Bonds; and


WHEREAS, the City is willing to guarantee the full payment of the principal of and interest on the Series of 2014 Bonds, pursuant to the authority set forth in the Debt Act.


NOW, THEREFORE, BE IT ENACTED AND ORDAINED, by the Council of the City of Bethlehem, Lehigh and Northampton Counties, Pennsylvania, as follows:

1. The City hereby authorizes and approves the 2014 Project, as described in the recitals hereof, and requests the Authority to undertake the 2014 Refunding Project and the 2014 Capital Project.  The City ratifies and confirms all actions heretofore taken by the Authority and any official of the City in connection with the 2014 Project.

2. The Council of the City hereby determines that reasonable cost estimates have been obtained for the 2014 Project with the assistance of the Authority’s financial advisor, consulting engineers and others qualified by experience.  The cost of the 2014 Project is estimated not to exceed $73,600,000.  The Council of the City hereby determines that the useful life of the 2014 Capital Project is at least forty (40) years. 

Proceeds derived from the 1997 Water Revenue Note were applied to fund a portion of the costs and expenses incurred in connection with the acquisition and construction of the Penn Forest Dam Project.  The City hereby finds and determines that the remaining useful life of the Penn Forest Dam Project is at least thirty (30) years.

3. The Council of the City hereby determines to incur “debt”, as such term is defined in the Debt Act, as “lease rental debt”, as such term is defined in the Debt Act, in connection with the financing of the 2014 Project by the Authority.

4. The debt to be incurred as lease rental debt, as set forth in Paragraph 3 hereof, shall be evidenced by the Authority’s Series of 2014 Bonds, in the aggregate principal amount not to exceed $73,600,000. The Series of 2014 Bonds shall be a series of additional Water Revenue Bonds issued under and pursuant to the Existing Indenture, as supplemented by a Sixth Supplemental Trust Indenture (the “Sixth Supplemental Indenture”, and together with the Existing Indenture, the “Indenture”), between the Authority and the Trustee, and secured by, inter  alia, lease rentals to be payable by the City to the Authority or its assigns under the Existing Lease, as supplemented and amended by the Eighth Supplemental Lease, hereinafter mentioned and identified.

5. The City, as lessee, shall enter into an Eighth Supplemental Contract and Lease (the “Eighth Supplemental Lease”), with the Authority, as lessor, substantially in the form referred to in Paragraph 7 hereof, with respect to the 2014 Project and the Series of 2014 Bonds.  The Existing Lease, as amended and supplemented by the Eighth Supplemental Lease, herein is referred to as the “Lease.”  The Lease, inter alia, sets forth terms and provisions to be observed by the City and the Authority with respect to the Water System, the 2014 Project and the Series of 2014 Bonds.

6. The City shall enter into a Guaranty Agreement (the “Guaranty Agreement”), substantially in the form referred to in Paragraph 8 hereof, with respect to the Series of 2014 Bonds to be issued by the Authority.

7. The Eighth Supplemental Lease shall be substantially in the form presented to this meeting as Exhibit A attached hereto, which form is approved; and a copy of the Eighth Supplemental Lease, in the form so presented to this meeting and so approved, shall be filed with the City Clerk of the City for inspection, at reasonable times, by interested persons requesting such inspection.

8. The Guaranty Agreement shall be substantially in the form presented to this meeting as Exhibit B attached hereto, which form is approved; and a copy of the Guaranty Agreement, in the form so presented to this meeting and so approved, shall be filed with the City Clerk of the City for inspection, at reasonable times, by interested persons requesting such inspection.

9. The Mayor, the President of the Council of the City, the City Controller, the City Treasurer, the Business Administrator or the City Clerk, as appropriate, of the City are hereby authorized and directed: (a) to prepare, verify and file with the Pennsylvania Department of Community and Economic Development (the “Department”), a debt statement and the borrowing base certificate, as required by Section 8110 of the Debt Act; and (b) to prepare and file originally and thereafter, as required, with the Department, appropriate statements required by Section 8026 of the Debt Act which are necessary to qualify all or a portion of lease rental debt of the City, which is subject to exclusion as self-liquidating debt, for exclusion from the appropriate debt limit of the City as self-liquidating debt.


For such purpose, the Council of the City hereby directs the firm of Barry Isett & Associates, Allentown, Pennsylvania, Consulting Engineers, to prepare an engineering report in conformance with Section 8026 of the Debt Act, with respect to the Water System and with respect to the Series of 2014 Bonds.

10. The Mayor, the City Controller, or the City Clerk of the City, as appropriate, are authorized and directed to execute, attest, acknowledge and deliver, as applicable, the Eighth Supplemental Lease, in behalf of the City, with such insertions, deletions and amendments as the officers of the City executing the Eighth Supplemental Lease and the Solicitor to the City shall approve. The execution, attestation and delivery of the Eighth Supplemental Lease by appropriate officers of the City shall constitute conclusive evidence of such approval; Provided, however, that such execution and delivery of the Eighth Supplemental Lease shall be subject to compliance by the City with applicable provisions of the Debt Act.  


The City consents to the assignment by the Authority of all its right, title and interest in the Eighth Supplemental Lease and all additional rentals payable by the City thereunder as set forth in an Assignment, attached to the Eighth Supplemental Lease.

11. The Mayor, the City Controller, or the City Clerk of the City, as appropriate, are hereby authorized and directed to execute, attest, seal and deliver the Guaranty Agreement, with such insertions, deletions and amendments as the officers of the City executing the Guaranty Agreement and the Solicitor to the City shall deem necessary.  The execution, attestation and delivery of the Guaranty Agreement by appropriate officers of the City shall constitute conclusive evidence of such approval; Provided, however, that such execution and delivery of the Guaranty Agreement shall be subject to compliance by the City with applicable provisions of the Debt Act.  


The City authorizes delivery of the Guaranty Agreement to The Bank of New York Mellon, as Trustee, for the purposes set forth in the Guaranty Agreement.

12. The City covenants to pay to the Authority or its assigns, as contemplated by the Eighth Supplemental Lease, rentals required pursuant to the Eighth Supplemental Lease, but in no event to exceed the annual amounts set forth in Exhibit C attached hereto.  Exhibit C is incorporated herein by reference with the same force and effect as if fully set forth in the text hereof.

13. Lease rentals and other obligations of the City under the Lease are payable from certain revenues of the City, all as more fully described in the Lease, together with other moneys, if any, which may be available for said purposes.

14. In the event that the City is obligated to make payments under the Guaranty Agreement, the maximum annual amounts required to be paid thereunder, if and as necessary on a semiannual basis, from the general revenues of the City, shall be as set forth in Exhibit C hereto.  Exhibit C is incorporated herein by reference with the same force and effect as if fully set forth in the text hereof.  If at any time the City is required to make any payment under the Guaranty Agreement, the proper officers of the City are hereby authorized and directed to do so.

15. The City covenants to and with the owners of the Series of 2014 Bonds, from time to time, that, subject to the terms and conditions of and as set forth more fully in the Guaranty Agreement, the City (a) shall include the amounts payable in respect of the Guaranty Agreement for each fiscal year in which such sums are payable in its budget for that year, (b) shall appropriate such amounts from its general revenues for the payment of such payment, and (c) shall duly and punctually pay or cause to be paid from any of its revenues or funds the amount payable in respect of the Guaranty Agreement, at the dates and place and in the manner stated in such Guaranty Agreement, according to the true intent and meaning thereof. The City pledges its full faith, credit and taxing power for such budgeting, appropriation and payment in respect of the Guaranty Agreement.  This covenant shall be specifically enforceable in accordance with the Debt Act.

16. Proper officers and officials of the City are hereby authorized and directed to execute, attest and deliver any and all necessary or appropriate certificates, instruments, agreements or documents and to do any and all necessary or appropriate things in connection with the transactions hereby contemplated, including, without limitation, fulfilling the requirements of the terms and conditions approved by the Authority with respect to the Series of 2014 Bonds.

17. The Mayor, the City Controller, the President of the Council of the City or the City Clerk of the City, as appropriate, are hereby authorized and directed to: (i) execute, attest, acknowledge and deliver, as applicable, any consents; and (ii) take any action which may be necessary or required in connection with the 2014 Project or the issuance of the Series of 2014 Bonds.

18. There is created a sinking fund of the City for the guarantee of the City related to the Series of 2014 Bonds, to be known as “Sinking Fund - Bethlehem Authority Guaranteed Water Revenue Bonds, Series of 2014”.  Said sinking fund shall be administered in the manner provided by the Debt Act for administration of sinking funds created pursuant to the Debt Act.


The City covenants and agrees to pay into aforesaid sinking fund all moneys, if any, required to be paid to holders of the Series of 2014 Bonds pursuant to provisions of the Guaranty Agreement on or before the dates required for such payment pursuant to terms of the Guaranty Agreement.  Moneys so deposited shall be paid to applicable holders of the Series of 2014 Bonds by the sinking fund depositary appointed in Paragraph 19 hereof, in behalf of the City, pursuant to terms of the Guaranty Agreement, on the dates and in the manner required by terms of the Guaranty Agreement.

19. The City appoints The Bank of New York Mellon, as the sinking fund depositary with respect to the sinking fund created pursuant to Paragraph 18 hereof.

20. This Ordinance shall become effective in accordance with the provisions of the Debt Act.

21. In the event any provision, paragraph, sentence, clause or part of this Ordinance shall be held to be invalid, such invalidity shall not affect or impair any remaining provision, paragraph, sentence, clause or part of this Ordinance, it being the intent of the City that the remainder of the Ordinance shall remain in full force and effect.

22. All ordinances and resolutions or parts thereof, insofar as the same are inconsistent herewith, are repealed hereby.






Sponsored by








PASSED finally in Council on the                  day of                         , 2014.








President of Council

ATTEST:

City Clerk

(SEAL)


This Ordinance approved this                       day of                        , 2014.








Mayor of City of Bethlehem

EXHIBIT A

EIGHTH SUPPLEMENTAL CONTRACT AND LEASE

EXHIBIT B

GUARANTY AGREEMENT

EXHIBIT C

MAXIMUM ANNUAL OBLIGATION

CERTIFICATE


I, the undersigned City Clerk of the City of Bethlehem, Lehigh and Northampton Counties, Pennsylvania (the “City”), certify that: the foregoing is a true and correct copy of an Ordinance that duly was enacted by affirmative vote of a majority of all members of the Council of the City at a meeting duly held on the ____ day of August, 2014; said Ordinance duly has been recorded in the minute book of the Council of the City; a notice with respect to the intent to enact said Ordinance has been published as required by law; said Ordinance was available for public inspection by any interested citizen requesting the same in accordance with the requirements of the Local Government Unit Debt Act of the Commonwealth of Pennsylvania and such notice; and said Ordinance has not been amended, altered, modified or repealed as of the date of this Certificate.


I further certify that the Council of the City met the advance notice requirements of the Sunshine Act, 65 Pa. C.S. § 701 et seq., by advertising the time and place of said meeting and by posting prominently a notice of said meeting at the principal office of the City or at the public building in which said meeting was held.


I further certify that: the total number of members of the Council of the City is seven (7); the vote of members of the Council of the City upon said Ordinance was called and duly was recorded upon the minutes of said meeting; and members of the Council of the City voted upon said Ordinance in the following manner:


Vote


IN WITNESS WHEREOF, I set my hand and affix the official seal of the City, this ____ day of August, 2014.









City Clerk

(SEAL)
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EIGHTH SUPPLEMENTAL CONTRACT AND LEASE


THIS EIGHTH SUPPLEMENTAL CONTRACT AND LEASE, dated as of September 1, 2014 (referred to separately in this document as the “Eighth Supplemental Lease” and which term sometimes is referred to in this document by use of such words as “hereto”, “hereby”, “herein”, “hereof” and “hereunder” or other descriptive words or phrases having similar import), by and between BETHLEHEM AUTHORITY, a municipality authority organized and existing under the laws of the Commonwealth of Pennsylvania (the “Authority”), as lessor, and the CITY OF BETHLEHEM, Lehigh and Northampton Counties, Pennsylvania, a municipality organized and existing under the Commonwealth of Pennsylvania (the “City”), as lessee, to a Contract and Lease, dated as of January 15, 1992 (the “Original Lease”), as amended and supplemented by a First Supplemental Contract and Lease, dated as of December 1, 1992 (the “First Supplemental Lease”), and by a Second Supplemental Contract and Lease, dated as of February 1, 1994 (the “Second Supplemental Lease”), and by a Third Supplemental Contract and Lease, dated for convenience as of July 1, 1997 (the “Third Supplemental Lease”), and by a Fourth Supplemental Contract and Lease, dated for convenience as of March 15, 1998 (the “Fourth Supplemental Lease”), and by a Fifth Supplemental Contract and Lease, dated for convenience as of August 15, 1998 (the “Fifth Supplemental Lease”) and by a Sixth Supplemental Contract and Lease, dated for convenience as of August 15, 2004 (the “Sixth Supplemental Lease”) and by a Seventh Supplemental Contract and Lease, dated for convenience as of March 1, 2010 (the “Seventh Supplemental Lease” and, together with the Original Lease, the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease, the Fourth Supplemental Lease, the Fifth Supplemental Lease and the Sixth Supplemental Lease, the “Existing Lease”), between the Authority, as lessor, and the City, as lessee.

W I T N E S S E T H:tc "PREAMBLE" \f C \l 1

WHEREAS, the Authority is a body corporate and politic originally organized as the Bethlehem Municipal Water Authority by the municipal authorities of the City under the Municipality Authorities Act of 1935 (the Act of June 28, 1935, P.L. 463, as amended and supplemented) of the Commonwealth of Pennsylvania, pursuant to an ordinance duly enacted August 15, 1938 by the Council of the City, and is now existing under the Municipality Authorities Act, 53 Pa. C.S. § 5601 et seq., as amended and supplemented, of the Commonwealth of Pennsylvania (the “Act”) for all of the purposes of the Act; and


WHEREAS, by amendment to its Articles of Incorporation duly filed and approved August 23, 1949, the name of the Authority was changed to Bethlehem Authority and its term of existence extended to August 23, 1999, and by further amendments to its Articles of Incorporation, the latest having been duly filed and approved April 8, 1991, its term of existence was extended to March 1, 2040; and


WHEREAS, the Authority has acquired and constructed in increments the Water System, as such term is defined in the Original Indenture (hereinafter identified), including water supply and distribution system and related property, both real and personal and mixed, and appurtenances in connection therewith, which Water System is leased to the City pursuant to the Existing Lease; and


WHEREAS, the Authority owns the Water System, as such exists as of the effective date hereof; and 


WHEREAS, the City has duly enacted Ordinances, inter alia, imposing certain water rentals or charges upon owners of improved property connected to the Water System for use thereof and for services rendered in connection therewith and providing for enforcement of such ordinances as permitted by law; and


WHEREAS, the Authority heretofore issued a series of water revenue bonds designated as its Water Revenue Bonds, Series of 1992 (the “1992 Bonds”), in the aggregate principal amount of $41,905,000, under the provisions of the Trust Indenture, dated as of January 1, 1992 (the “Original Indenture”), between the Authority and First Valley Bank, succeeded by interest by The Bank of New York Mellon, Woodland Park, New Jersey, as trustee (the “Trustee”), for the purposes, inter alia, of providing funds for and toward payment of “Cost of Construction”, as such term is defined in the Original Indenture, of Phase I of the Water Supply Project, as described in the Original Indenture, and to refund certain water revenue bonds outstanding under a prior indenture, all of which 1992 Bonds have been retired; and


WHEREAS, the Authority heretofore issued a series of bond anticipation notes designated as its Bond Anticipation Notes, Series 1992 (the “1992 Notes”), in the aggregate principal amount of $19,000,000, under the provisions of the Original Indenture, for the purposes, inter alia, of providing funds for and toward payment of “Cost of Construction”, as such term is defined in the Original Indenture, of said Phase I of the Water Supply Project, all of which 1992 Notes have been retired; and


WHEREAS, the Authority, as lessor, and the City, as lessee, heretofore entered into the Original Lease, whereunder the Authority leased the “Water System”, as such term is defined and described in the Original Lease and referred to herein, to the City for an initial term of 33 years and one day beginning January 1, 1992, and whereunder the City agreed, inter alia, to operate and maintain the Water System and initially to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority, under the Original Indenture, has sold, assigned and transferred to and pledged with the Trustee all right, title and interest of the Authority in and to all Revenues from the Water System, as such phrase is defined in the Original Indenture, which includes, inter alia, all rentals and other amounts payable by the City to the Authority under the Original Lease and all supplements and amendments thereto as security; and


WHEREAS, the Authority heretofore issued an additional series of water revenue bonds designated as Water Revenue Bonds, Series A of 1992 (the “1992A Bonds”), in the aggregate principal amount of $32,650,000, under the provisions of the Original Indenture, as supplemented by the First Supplemental Trust Indenture, dated as of December 1, 1992 (the “First Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward redemption of the 1992 Notes and payment of “Cost of Construction”, as such term is defined in the Original Indenture, of Phase II of the Water Supply Project, as described in the Original Indenture and the First Supplemental Indenture, all of which 1992A Bonds have been retired; and


WHEREAS, in connection with issuance of the 1992A Bonds, the Authority, as lessor, and the City, as lessee, heretofore entered into the First Supplemental Lease, to the Original Lease, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain additional minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the First Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of December 1, 1992; and


WHEREAS, the Authority heretofore issued an additional series of water revenue bonds designated as its Water Revenue Refunding Bonds, Series of 1994 (the “1994 Bonds”), in the aggregate principal amount of $82,870,000, under the provisions of the Original Indenture, as supplemented by the First Supplemental Indenture and as further supplemented by the Second Supplemental Trust Indenture, dated as of February 1, 1994 (the “Second Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward refunding of the 1992 Bonds and the 1992A Bonds, all of which 1994 Bonds have been retired; and


WHEREAS, in connection with issuance of the 1994 Bonds, the Authority, as lessor, and the City, as lessee, heretofore entered into the Second Supplemental Lease, to the Original Lease, as previously supplemented by the First Supplemental Lease, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the Second Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of February 1, 1994; and


WHEREAS, the Authority and the City heretofore determined it necessary and advisable and have undertaken construction and acquisition of certain Capital Additions, as such term is defined in the Original Indenture, to the Water System, including construction of a new concrete gravity dam, intake tower, transmission main improvements, access road improvements, reservoir perimeter clearing and other associated work and related facilities, which construction is to be in accordance with plans and specifications prepared therefor by the Consulting Engineers to the Authority, or in accordance with properly approved changes, modifications and alterations of such plans and specifications, which undertakings herein are referred to as the “Penn Forest Dam Project”; and


WHEREAS, the Authority heretofore has incurred indebtedness in connection with the Penn Forest Dam Project, as evidenced by its Guaranteed Water Revenue Note, Series A of 1997, in the principal amount $40,000,000 (the “1997 Water Revenue Note”), to Emmaus General Authority, pursuant to the terms of an Agreement, dated as of August 1, 1997, between the Authority and the Emmaus General Authority, a portion of which 1997 Water Revenue Note remains outstanding; and


WHEREAS, in connection with issuance of the 1997 Water Revenue Note, the Authority, as lessor, and the City, as lessee, heretofore entered into the Third Supplemental Lease, to the Original Lease, as previously supplemented by the First Supplemental Lease and the Second Supplemental Lease, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has pledged all additional rentals payable under the Third Supplemental Lease as security for the 1997 Water Revenue Note, which pledge is junior and subordinate to the lien of the Indenture, hereinafter described; and


WHEREAS, the Authority heretofore issued its Guaranteed Water Revenue Note of 1998, in the principal amount not to exceed $20,000,000 (the “1998 Water Revenue Note”), pursuant to a Loan Agreement, dated as of March 18, 1998, by and between Pennsylvania Infrastructure Investment Authority (herein “Pennvest”), as lender, and the Authority, as borrower, for the purpose, inter alia, of providing funds for and toward the Penn Forest Dam Project, a portion of which 1998 Water Revenue Note remains outstanding; and


WHEREAS, in connection with issuance of the 1998 Water Revenue Note, the Authority, as lessor, and the City, as lessee, heretofore entered into the Fourth Supplemental Lease, to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease and the Third Supplemental Lease, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has pledged all additional rentals payable under the Fourth Supplemental Lease as security for the 1998 Water Revenue Note, which pledge is junior and subordinate to the lien of the Indenture, hereinafter described; and


WHEREAS, the Authority heretofore issued a series of water revenue bonds designated as Guaranteed Water Revenue Bonds, Series of 1998, dated as of August 15, 1998, in initial principal value of $25,142,165.35 (the "1998 Bonds"), which Series of 1998 Bonds consisted of (a) current interest bonds, in the initial aggregate principal amount of $11,630,000 (the “1998 Current Interest Bonds”), all of which 1998 Current Interest Bonds have been retired, and (b) capital appreciation bonds, with an initial aggregate stated value of $13,512,165.35 (the “1998 Capital Appreciation Bonds”), all of which 1998 Capital Appreciation Bonds presently remain outstanding, which 1998 Bonds are issued under the provisions of the Original Indenture, as supplemented by the First Supplemental Indenture, the Second Supplemental Indenture and as further supplemented by the Third Supplemental Trust Indenture, dated as of August 15, 1998 (the “Third Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward refunding $20,000,000, principal amount, of the 1997 Water Revenue Note and providing additional funds for and toward completion of the Penn Forest Dam Project; and


WHEREAS, in connection with issuance of the 1998 Bonds, the Authority, as lessor, and the City, as lessee, heretofore entered into the Fifth Supplemental Lease, to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease and the Fourth Supplemental Lease, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the Fifth Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of August 15, 1998; and


WHEREAS, the Authority heretofore issued an additional series of water revenue bonds designated as its Guaranteed Water Revenue Bonds, Series of 2004 (the “2004 Bonds”), in the aggregate principal amount of $66,090,000, under the provisions of the Original Indenture, as supplemented by the First Supplemental Indenture, the Second Supplemental Trust Indenture and the Third Supplemental Indenture and as further supplemented by the Fourth Supplemental Trust Indenture, dated as of August 15, 2004 (the “Fourth Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward refunding of the 1994 Bonds, a portion of which 2004 Bonds remain outstanding; and


WHEREAS, in connection with issuance of the 2004 Bonds, the Authority, as lessor, and the City, as lessee, heretofore entered into the Sixth Supplemental Lease, to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease, the Fourth Supplemental Lease and the Fifth Supplemental Lease, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the Sixth Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of August 15, 2004; and


WHEREAS, the Authority heretofore issued an additional series of water revenue bonds designated as its Guaranteed Water Revenue Bonds, Series of 2010 (the “2010 Bonds”), in the aggregate principal amount of $11,000,000, under the provisions of the Original Indenture, as supplemented by the First Supplemental Indenture, the Second Supplemental Indenture, the Third Supplemental Indenture, the Fourth Supplemental Indenture, and as further supplemented by the Fifth Supplemental Indenture, dated as of March 1, 2010 (the “Fifth Supplemental Indenture”, and together with the Original Indenture, First Supplemental Indenture, Second Supplemental Indenture, the Third Supplemental Indenture and the Fourth Supplemental Indenture, collectively, the “Existing Indenture”), for the purpose, inter alia, of providing funds for and toward the refunding of the 1998 Current Interest Bonds, a portion of which 2010 Bonds remains outstanding; and


WHEREAS, in connection with issuance of the 2010 Bonds, the Authority, as lessor, and the City, as lessee, heretofore entered into a Seventh Supplemental Lease, to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease, the Fourth Supplemental Lease, the Fifth Supplemental Lease and the Sixth Supplemental Lease, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the Seventh Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of March 1, 2010; and


WHEREAS, the Authority and the City, in accordance with the power and the authority reserved to the Authority in the 1997 Water Revenue Note, the 2004 Bonds and the 2010 Bonds, respectively, desire to undertake to refund (1) all of the 1997 Water Revenue Note, by payment of principal of and interest on the Refunded 1997 Note, upon redemption on ____________, 2014, at a redemption price of 100% of the principal amount thereof (the “Refunded 1997 Note”), (2) all of  the 2004 Bonds, by payment of principal of and interest on the Refunded 2004 Bonds, upon redemption on November 15, 2014, at a redemption price of 100% of the principal amount thereof (the “Refunded 2004 Bonds”), and (3) all of the 2010 Bonds, by payment of principal of and interest on the Refunded 2010 Bonds, upon redemption on November 15, 2014, at a redemption price of 100% of the principal amount thereof (the “Refunded 2010 Bonds”, and together with the Refunded 1997 Note and the Refunded 2004 Bonds, collectively, the “Refunded Obligations”), for the purpose of [reducing total debt service over the life of the series, as permitted by and in accordance with Section 8241(b)(1) of the Debt Act,] which undertaking herein is referred to as the “2014 Refunding Project”; and


WHEREAS, the City heretofore obtained a line of credit in the principal amount of $__________ (the “Line of Credit”), from _____________, the proceeds of which were applied by the City to finance certain Capital Additions to the Water System, including [Insert List of Improvements]; and 


WHEREAS, the Authority and the City desire to undertake as a project: (1) the reimbursement to the City for the Line of Credit, and (2) the financing of the “Cost of Construction” related to the acquisition and construction of certain Capital Additions to the Water System including: [Insert List of New Project], which undertaking is herein referred to as the “2014 Capital Project”; and 


WHEREAS, the 2014 Refunding Project and the 2014 Capital Project are referred to collectively herein as the “2014 Project”; and 


WHEREAS, the Authority has estimated that the total costs of the 2014 Project, including related costs and expenses, will be at least $___,___,___; and 

WHEREAS, the Authority, in order to fund the costs and expenses with respect to the 2014 Project, has determined to issue and sell an additional series of its water revenue bonds, in the aggregate principal amount of $___,___,___, to be designated as “Guaranteed Water Revenue Bonds, Series of 2014” and dated as of [Closing Date] (the “Series of 2014 Bonds”), under and pursuant to the Existing Indenture, as further amended and supplemental by the Sixth Supplemental Trust Indenture, dated as of March 1, 2010 (the “Sixth Supplemental Indenture”), between the Authority and the Trustee; and


WHEREAS, the City, by ordinance duly enacted and by a Guaranty Agreement, dated as of September 1, 2014, duly executed by the City and delivered to the Trustee, inter alia, has covenanted with holders of the Series of 2014 Bonds at any time issued and outstanding under the Indenture that if the Authority or the Trustee, as paying agent of the Authority, shall fail to pay the full amount of the principal of and interest on all of the outstanding Series of 2014 Bonds when the same become due and payable, at the times and place, under the terms and conditions and in the manner prescribed therein and in the Indenture, the City will pay the full amount of such principal and interest to the holders of Series of 2014 Bonds; and 


WHEREAS, the Original Indenture provides, inter alia, that, prior to authentication and delivery by the Trustee of Additional Bonds for such purpose, the Authority shall deliver to the Trustee a supplement to the Original Lease, duly executed and delivered by the Authority and the City, together with an assignment thereof to the Trustee, which supplemental lease shall comply with certain requirements set forth in the Original Indenture; and


WHEREAS, the City has agreed in the Existing Lease to fix, charge, impose and collect during the entire term of said Existing Lease from the users of the Water System rents and charges which will be sufficient, together with other available funds (including Tapping Fees which are to be collected by it as agent of the Authority), to provide funds for the payment in each year of (i) the estimated expenses of operating, maintaining and repairing the Water System and the making of all ordinary improvements, additions and extensions which may be necessary or proper to provide or maintain adequate service, the cost of which are not otherwise provided for and the payment of all applicable taxes, (ii) annual or other periodic service fees for supply of water services payable under agreements with other municipalities or municipal authorities or otherwise, (iii) the rentals payable under the Original Lease and under any and all supplemental or additional water leases, and (iv) the Administration Expenses of the Authority.


NOW, THEREFORE, the Authority, as lessor, and the City, as lessee, in consideration of the mutual covenants hereinafter contained, each intending to be legally bound hereby, covenant and agree as follows:

ARTICLE I - DEFINITIONStc "ARTICLE I - DEFINITIONS" \f C \l 1

Section 1.01.
All capitalized terms and phrases used herein shall have the meanings specified in the Existing Lease or, where applicable, as specified in the Preamble hereof and in this Article.


The following terms shall have the following meanings, unless the context clearly otherwise requires:


“Indenture” shall mean, collectively, the Existing Indenture, as supplemented and amended by the Sixth Supplemental Indenture and all further amendments and supplements made thereto, unless the context clearly requires otherwise.


“Lease” shall mean, collectively, the Existing Lease, this Eighth Supplemental Lease and all further amendments and supplements made thereto, unless the context clearly requires otherwise.


Section 1.01 of the Original Lease, as amended and supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease, the Fourth Supplemental Lease, the Fifth Supplemental Lease, the Sixth Supplemental Lease and the Seventh Supplemental Lease, shall be deemed to be further amended and supplemented hereby, but only to the extent necessary to give effect to the provisions of this Section 1.01.

ARTICLE II - USE OF PROCEEDS OF SERIES OF 2014 BONDStc "ARTICLE II - USE OF PROCEEDS OF SERIES OF 2014 BONDS" \f C \l 1

Section 2.01.
The Authority agrees, out of the proceeds to be received by it from the Series of 2014 Bonds, together with such other moneys as may be made available to it for the purpose, to:



(i)  fund the 2014 Refunding Project; 



(ii)  fund the 2014 Capital Project; 



(iii)  fund the a deposit to the Debt Service Reserve Fund created under the Indenture; and



(iv)  pay all expenses incurred by the Authority in connection with the issuance of the Series of 2014 Bonds.

ARTICLE III - CONCERNING ADDITIONAL RENTALStc "ARTICLE III - CONCERNING ADDITIONAL RENTALS" \f C \l 1

Section 3.01.
The Authority and the City acknowledge that the Series of 2014 Bonds bear interest and that the Series of 2014 Bonds mature in amounts which are payable on or before the dates and in the amounts set forth in Exhibit A attached hereto and hereby made a part hereof.


Section 3.02.  In Section 3.04 of the Original Lease, it is agreed that the “Debt Service Requirement on all Bonds Outstanding” includes such Requirement with respect to the Series of 2014 Bonds.


Section 3.03. Section 3.04 of the Original Lease, as heretofore amended and supplemented, hereby is amended and supplemented to read, as follows:

A.
Clause (1)(a) hereby is amended to read in its entirety, as follows:


“(1)
The City shall pay to the Authority, as fixed rental for the use of the Water System, in immediately available funds, the following sums on the dates indicated:


(a)  On or before the opening of business on the Business Day next preceding each May 15 and November 15, commencing November 15, 2014, an amount, which together with other money available in the Revenue Fund, will equal 105% of the Debt Service Requirement on all Bonds Outstanding which will become due on the next succeeding interest payment date not otherwise provided for, providing that amounts required for sinking fund redemption shall be paid no later than October 10, and provided, further, that the average annual rental paid under this clause (1)(a) will at least equal 100% of the Average Annual Debt Service Requirement on all Bonds then Outstanding and not otherwise provided for.”


The schedule setting forth 105% of the Debt Service Requirement with respect to the Series of 2014 Bonds is set forth in Exhibit A hereto. 


Except as amended hereby, the additional rentals provided for above shall not affect in any manner the amount or time of payment of rentals payable under the Existing Lease, which rentals shall continue to be payable in the manner and at the times provided therein.


Section 3.04 of the Original Lease, as amended and supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease, the Fourth Supplemental Lease, the Fifth Supplemental Lease, the Sixth Supplemental Lease and the Seventh Supplemental Lease, shall be deemed to be further amended and supplemented hereby, but only to the extent necessary to give effect to the provisions of this Section 3.03.

ARTICLE IV – TERM OF CONTRACT AND LEASEtc "ARTICLE IV – TERM OF CONTRACT AND LEASE" \f C \l 1

Section 4.01.  The parties hereto agree that the Lease shall be for a term ending November 15, 2032, which term may be changed by an amendment hereto, as provided in the Lease.  Notwithstanding the foregoing sentence or any other provision of the Lease, including this Eighth Supplemental Lease, the term of the Lease shall continue until all payments due on the Series of 2014 Bonds shall have been paid to the holders thereof.  Section 6.01 of the Original Lease, as previously amended is hereby amended to give effect to this Section 4.01.

ARTICLE V - MISCELLANEOUStc "ARTICLE V - MISCELLANEOUS" \f C \l 1

Section 5.01.
This Eighth Supplemental Lease is executed and shall be considered as supplemental to and amendatory of the Original Lease, as heretofore supplemented and amended, and shall form a part thereof, and the Original Lease as so supplemented and amended is hereby ratified and confirmed.


Section 5.02.
Use of Article and Section numbers of this Eighth Supplemental Lease is for convenience only and such Article and Section numbers do not bear any direct relationship to Article and Section numbers in the Existing Lease.


Section 5.03.
This Eighth Supplemental Lease may be executed in any number of counterparts, each of which, when so executed and delivered, shall be an original; but such counterparts shall together constitute one and the same instrument.

[THE NEXT PAGE IS THE SIGNATURE PAGE.]


IN WITNESS WHEREOF, BETHLEHEM AUTHORITY and CITY OF BETHLEHEM, Lehigh and Northampton Counties, Pennsylvania have caused this Eighth Supplemental Contract and Lease to be duly executed.

ATTEST:





BETHLEHEM AUTHORITY








By:







(Assistant) Secretary





Chairman

(SEAL)

ATTEST:
CITY OF BETHLEHEM, 


Lehigh and Northampton Counties, Pennsylvania








By:






City Clerk





Mayor

(SEAL)








By: 













City Controller

EXHIBIT A

ASSIGNMENT


KNOW ALL MEN BY THESE PRESENTS, that BETHLEHEM AUTHORITY (the “Authority”) does hereby sell, assign, transfer and set over to The Bank of New York Mellon, a bank and trust company organized and existing under the laws of the State of New York and having its principal corporate trust office in Woodland Park, New Jersey, as Trustee under the Trust Indenture, dated as of January 1, 1992 (the “Original Indenture”), of the Authority, as supplemented by a First Supplemental Trust Indenture, dated as of December 1, 1992 (the “First Supplemental Indenture”), a Second Supplemental Trust Indenture, dated as of February 1, 1994 (the “Second Supplemental Indenture”), a Third Supplemental Trust Indenture, dated for convenience as of August 15, 1998 (the “Third Supplemental Indenture”), a Fourth Supplemental Trust Indenture, dated as of August 15, 2004 (the “Fourth Supplemental Indenture”), a Fifth Supplemental Trust Indenture, dated as of March 1, 2010 (the “Fifth Supplemental Indenture”), and as further amended and supplemented by a Sixth Supplemental Trust Indenture, dated as of September 1, 2014 (the “Sixth Supplemental Indenture” and, together with the Original Indenture, the First Supplemental Indenture, the Second Supplemental Indenture, the Third Supplemental Indenture, the Fourth Supplemental Indenture and the Fifth Supplemental Indenture, collectively, the “Indenture”), all the rights, title and interest of the Authority in and to an Eighth Supplemental Contract and Lease, dated as of September 1, 2014, amending and supplementing the Contract and Lease, dated January 1, 1992, by and between the Authority, as lessor, and the City of Bethlehem, as lessee, as previously supplemented by a First Supplemental Contract and Lease, dated December 1, 1992, a Second Supplemental Contract and Lease, dated February 1, 1994, a Third Supplemental Contract and Lease, dated July 1, 1997, a Fourth Supplemental Contract and Lease, dated for convenience as of March 15, 1998, but effective as provided therein, a Fifth Supplemental Contract and Lease, dated for convenience as of August 15, 1998, but effective as provided therein, a Sixth Supplemental Contract and Lease, dated as of August 15, 2004, and a Seventh Supplemental Contract and Lease, dated for convenience as of March 1, 2010, but effective as provided therein, and all revenues, rentals and receipts payable or which may become payable to the Authority under said Eighth Supplemental Contract and Lease to be held in trust and applied by said Trustee as provided in the Indenture, and the Authority does hereby constitute and appoint The Bank of New York Mellon, Trustee as aforesaid, its true and lawful attorney for it and in its name to collect and receive payment of any and all said revenues, rentals and receipts and to give good sufficient receipt therefor, hereby ratifying the confirming all that said attorney may do in the premises.  Said Trustee may, but except as otherwise provided in said Indenture shall not be required to, institute any proceedings or take any action in its name or in the name of the Authority to enforce payment or collection of any or all such revenues, rentals and receipts.


IN WITNESS WHEREOF, the Authority has caused this assignment to be duly executed in its name by its Chairman or Vice Chairman, and its corporate seal to be hereunto affixed, attested by its Secretary or Assistant Secretary, as of September 1, 2014.

ATTEST:





BETHLEHEM AUTHORITY








By:







(Assistant) Secretary





Chairman

(SEAL)

COMMONWEALTH OF PENNSYLVANIA
)







) SS:

COUNTY OF NORTHAMPTON

)



On this, the ____ day of September, 2014, before me, the undersigned officer, personally appeared __________________, who acknowledged himself to be Chairman of BETHLEHEM AUTHORITY, and that he, as such officer, being authorized to do so, executed the foregoing Seventh Supplemental Contract and Lease and Assignment, respectively, for purposes therein contained, by signing the name of such Authority by himself as such officer.



IN WITNESS WHEREOF, I set my hand and official seal.

(SEAL)

COMMONWEALTH OF PENNSYLVANIA
)







) SS:

COUNTY OF NORTHAMPTON

)



On this, the ____ day of September, 2014, before me, the undersigned officer, personally appeared ____________________ and __________________, who acknowledged themselves to be Mayor and Controller, respectively, of the CITY OF BETHLEHEM, Lehigh and Northampton Counties, Pennsylvania, and that they, as such officers, being authorized to do so, executed the foregoing Seventh Supplemental Contract and Lease for purposes therein contained, by signing the name of such City by themselves, as such officers.



IN WITNESS WHEREOF, I set my hand and official seal.

(SEAL)
GUARANTY AGREEMENT


THIS GUARANTY AGREEMENT, dated as of [September 1], 2014, made and executed by City of Bethlehem, Lehigh and Northampton Counties, Pennsylvania (the “City”), a Pennsylvania municipality, and delivered to The Bank of New York Mellon Mellon, Pittsburgh, Pennsylvania, as successor in interest to First Valley Bank, as trustee (the “Trustee”).

W I T N E S S E T H:


WHEREAS, the City is a Local Government Unit, as defined in the Local Government Unit Debt Act, 53 Pa. C.S. § 8001 et seq., as amended and supplemented (the “Debt Act”), of the Commonwealth of Pennsylvania (the “Commonwealth”); and


WHEREAS, Bethlehem Authority (the “Authority”) is a body politic and corporate organized and existing under the Municipality Authorities Act, 53 Pa. C.S. § 5601 et seq., as amended and supplemented, of the Commonwealth; and


WHEREAS, the Authority heretofore acquired and constructed a complete water supply and distribution system, including related and necessary facilities, in and for rendering water supply and distribution service in and for the City and in other municipalities in the general area of the City, all of which facilities constitute part of the Water System, as such term is defined in the Original Indenture, hereinafter identified, and referred to herein; and


WHEREAS, the Authority heretofore issued a series of water revenue bonds designated as its Water Revenue Bonds, Series of 1992 (the “1992 Bonds”), in the aggregate principal amount of $41,905,000, under the provisions of the Trust Indenture, dated as of January 1, 1992 (the “Original Indenture”), between the Authority and the Trustee, for the purposes, inter alia, of providing funds for and toward payment of “Cost of Construction”, as such term is defined in the Original Indenture, of Phase I of the Water Supply Project, as described in the Original Indenture, and to refund certain water revenue bonds outstanding under a prior indenture, all of which 1992 Bonds have been redeemed; and


WHEREAS, the Authority heretofore issued a series of bond anticipation notes designated as its Bond Anticipation Notes, Series 1992 (the “1992 Notes”), in the aggregate principal amount of $19,000,000, under the provisions of the Original Indenture, for the purposes, inter alia, of providing funds for and toward payment of “Cost of Construction”, as such term is defined in the Original Indenture, of said Phase I of the Water Supply Project, all of which 1992 Notes have been redeemed; and


WHEREAS, the Authority, as lessor, heretofore entered into a Contract and Lease, dated as of January 1, 1992 (the “Original Lease”), with the City, as lessee, whereunder the Authority leased the “Water System”, as such term is defined and described in the Original Lease and referred to herein, to the City for an initial term of 33 years and one day beginning January 1, 1992, and whereunder the City agreed, inter alia, to operate and maintain the Water System and initially to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority, under the Original Indenture, has sold, assigned and transferred to and pledged with the Trustee all right, title and interest of the Authority in and to all Revenues from the Water System, as such phrase is defined in the Original Indenture, which includes, inter alia, all rentals and other amounts payable by the City to the Authority under the Original Lease and all supplements and amendments thereto as security for water revenue bonds issued and outstanding under the Original Indenture; and


WHEREAS, the Authority heretofore issued an additional series of water revenue bonds designated as Water Revenue Bonds, Series A of 1992 (the “1992A Bonds”), in the aggregate principal amount of $32,650,000, under the provisions of the Original Indenture, as supplemented by the First Supplemental Trust Indenture, dated as of December 1, 1992 (the “First Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward redemption of the 1992 Notes and payment of “Cost of Construction”, as such term is defined in the Original Indenture, of Phase II of the Water Supply Project, as described in the Original Indenture and the First Supplemental Indenture, all of which 1992A Bonds have been redeemed; and


WHEREAS, the Authority, in connection with issuance of the 1992A Bonds, heretofore entered into a First Supplemental Contract and Lease, dated as of December 1, 1992 (the “First Supplemental Lease”), to the Original Lease with the City, as lessee, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain additional minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the First Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of December 1, 1992; and


WHEREAS, the Authority heretofore issued an additional series of water revenue bonds designated as its Water Revenue Refunding Bonds, Series of 1994 (the “1994 Bonds”), in the aggregate principal amount of $82,870,000, under the provisions of the Original Indenture, as supplemented by the First Supplemental Indenture and as further supplemented by the Second Supplemental Trust Indenture, dated as of February 1, 1994 (the “Second Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward refunding of the 1992 Bonds and the 1992A Bonds, all of which 1994 Bonds have been redeemed; and


WHEREAS, the Authority, in connection with issuance of the 1994 Bonds, heretofore entered into a Second Supplemental Contract and Lease, dated as of February 1, 1994 (the “Second Supplemental Lease”), to the Original Lease, as previously supplemented by the First Supplemental Lease, with the City, as lessee, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the Second Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of February 1, 1994; and


WHEREAS, the Authority heretofore issued its Guaranteed Water Revenue Note, Series A of 1997, in the principal amount $40,000,000 (the “1997 Water Revenue Note”), to Emmaus General Authority, pursuant to the terms of an Agreement, dated as of August 1, 1997, between the Authority and the Emmaus General Authority, for the purpose, inter alia, of providing funds for and toward an Improvement Project (the “Improvement Project”), consisting of the acquisition and construction of a new concrete gravity dam, intake tower, transmission main improvements, access road improvements, reservoir perimeter clearing and other associated work and related facilities, a portion of which 1997 Water Revenue Note remains outstanding in the aggregate principal amount of $12,250,000 (the “Outstanding 1997 Water Revenue Note”); and


WHEREAS, the Authority, in connection with issuance of the 1997 Water Revenue Note, heretofore entered into a Third Supplemental Contract and Lease, dated as of July 1, 1997 (the “Third Supplemental Lease”), to the Original Lease, as previously supplemented by the First Supplemental Lease and the Second Supplemental Lease, with the City, as lessee, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has pledged all additional rentals payable under the Third Supplemental Lease as security for the 1997 Water Revenue Note, which pledge is junior and subordinate to the lien of the Indenture, hereinafter described; and


WHEREAS, the Authority heretofore issued its Guaranteed Water Revenue Note of 1998, in the principal amount not to exceed $20,000,000 (the “1998 Water Revenue Note”), pursuant to a Loan Agreement, dated as of March 18, 1998, by and between Pennsylvania Infrastructure Investment Authority (herein “Pennvest”), as lender, and the Authority, as borrower, for the purpose, inter alia, of providing funds for and toward the Improvement Project, a portion of which 1998 Water Revenue Note remains outstanding; and


WHEREAS, the Authority, in connection with issuance of the 1998 Water Revenue Note, heretofore entered into a Fourth Supplemental Contract and Lease, dated as of March 15, 1998 (the “Fourth Supplemental Lease”), to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease and the Third Supplemental Lease, with the City, as lessee, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has pledged all additional rentals payable under the Fourth Supplemental Lease as security for the 1998 Water Revenue Note, which pledge is junior and subordinate to the lien of the Indenture, hereinafter described; and


WHEREAS, the Authority heretofore issued a series of water revenue bonds designated as Guaranteed Water Revenue Bonds, Series of 1998, dated as of August 15, 1998, in initial principal value of $25,142,165.35 (the "1998 Bonds"), which Series of 1998 Bonds consisted of (a) current interest bonds, in the initial aggregate principal amount of $11,630,000 (the “1998 Current Interest Bonds”), all of which 1998 Current Interest Bonds have been redeemed, and (b) capital appreciation bonds, with an initial aggregate stated value of $13,512,165.35 (the “1998 Capital Appreciation Bonds”), all of which 1998 Capital Appreciation Bonds presently remain outstanding, which 1998 Bonds are issued under the provisions of the Original Indenture, as supplemented by the First Supplemental Indenture, the Second Supplemental Indenture and as further supplemented by the Third Supplemental Trust Indenture, dated as of August 15, 1998 (the “Third Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward refunding $20,000,000, principal amount, of the 1997 Water Revenue Note and providing additional funds for and toward completion of the Improvement Project; and


WHEREAS, the Authority, in connection with issuance of the 1998 Bonds, heretofore entered into a Fifth Supplemental Contract and Lease, dated as of August 15, 1998 (the “Fifth Supplemental Lease”), to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease and the Fourth Supplemental Lease, with the City, as lessee, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the Fifth Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of August 15, 1998; and


WHEREAS, the Authority heretofore issued an additional series of water revenue bonds designated as its Guaranteed Water Revenue Bonds, Series of 2004 (the “2004 Bonds”), in the aggregate principal amount of $66,090,000, under the provisions of the Original Indenture, as supplemented by the First Supplemental Indenture, the Second Supplemental Trust Indenture and the Third Supplemental Indenture and as further supplemented by the Fourth Supplemental Trust Indenture, dated as of August 15, 2004 (the “Fourth Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward refunding of the 1994 Bonds, a portion of which Series of 2004 Bonds presently remains outstanding in the aggregate principal amount of $37,035,000 (the “Outstanding Series of 2004 Bonds”); and


WHEREAS, the Authority, in connection with issuance of the 2004 Bonds, heretofore entered into a Sixth Supplemental Contract and Lease, dated as of August 15, 2004 (the “Sixth Supplemental Lease”), to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease, the Fourth Supplemental Lease and the Fifth Supplemental Lease, with the City, as lessee, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the Sixth Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of August 15, 2004; and


WHEREAS, the Authority heretofore issued an additional series of water revenue bonds designated as its Guaranteed Water Revenue Bonds, Series of 2010 (the “2010 Bonds”), in the aggregate principal amount of $11,000,000, under the provisions of the Original Indenture, as supplemented by the First Supplemental Indenture, the Second Supplemental Trust Indenture, the Third Supplemental Indenture, the Fourth Supplemental Indenture and as further supplemented by the Fifth Supplemental Trust Indenture, dated as of March 1, 2010 (the “Fifth Supplemental Indenture”), for the purpose, inter alia, of providing funds for and toward refunding of the 1998 Current Interest Bonds, a portion of which Series of 2010 Bonds presently remains outstanding in the aggregate principal amount of $10,180,000 (the “Outstanding Series of 2010 Bonds”); and


WHEREAS, the Authority, in connection with issuance of the 2010 Bonds, heretofore entered into a Seventh Supplemental Contract and Lease, dated as of March 1, 2010 (the “Seventh Supplemental Lease”), to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease, the Fourth Supplemental Lease, the Fifth Supplemental Lease and the Sixth Supplemental Lease, with the City, as lessee, whereunder the City agreed, inter alia, to operate and maintain the Water System and to pay certain minimum net rentals to the Authority or its assigns; and


WHEREAS, the Authority has assigned the Seventh Supplemental Lease and all additional rentals payable thereunder to the Trustee, by an Assignment, dated as of March 1, 2010; and

WHEREAS, the Authority and the City, in accordance with power and authority reserved to it in the Outstanding 1997 Water Revenue Note, the Outstanding Series of 2004 Bonds, the Outstanding Series of 2010 Bonds, desire to provide for the retirement of (i) $12,520,000, aggregate principal amount of the Outstanding 1997 Water Revenue Note, being all of the Outstanding 1997 Water Revenue Note (the “Refunded 1997 Note”), by payment of principal of and interest on the Refunded 1997 Note, upon prepayment on [Prepayment Date], 2014, at a prepayment price of 100% of the principal amount thereof, (ii) $37,035,000, aggregate principal amount of the Outstanding Series of 2004 Bonds, being all of the Outstanding Series of 2004 Bonds (the “Refunded 2004 Bonds”), by payment of principal of and interest on the Refunded 2004 Bonds, upon redemption on November 15, 2014, at a redemption price of 100% of the principal amount thereof, and (iii) $10,180,000, aggregate principal amount of the Outstanding Series of 2010 Bonds, being all of the Outstanding Series of 2010 Bonds (the “Refunded 2010 Bonds”), by payment of principal of and interest on the Refunded 2010 Bonds, upon redemption on November 15, 2014, at a redemption price of 100% of the principal amount thereof, all of which foregoing undertaking herein is referred to as the “2014 Refunding Project”; and


WHEREAS, the City heretofore obtained a line of credit in the principal amount of $8,100,000 (the “Line of Credit”), from _____________, the proceeds of which were applied by the City to finance certain Capital Additions to the Water System, a portion of which Line of Credit presently remains outstanding in the principal amount of $6,000,000; and 


WHEREAS, the Authority and the City desire to undertake as a project: (a) the reimbursement to the City for the Line of Credit, and (b) the financing of the “Cost of Construction” related to the acquisition and construction of certain Capital Additions to the Water System including: certain alterations, additions, improvements and upgrades to the Water System and related facilities, and other such capital improvements as may be deemed necessary, which undertaking is herein referred to as the “2014 Capital Project”; and 

WHEREAS, the 2014 Refunding Project and the 2014 Capital Project are referred to collectively herein as the “2014 Project”; and 


WHEREAS, the Authority has determined to finance the costs of the 2014 Project and costs and expenses related thereto, including costs and expenses of financing, to the extent required, by issue and sale of its Guaranteed Water Revenue Bonds, Series of 2014, in the principal amount of $73,600,000 (the “Series of 2014 Bonds”); and


WHEREAS, the Series of 2014 Bonds will be issued as a series of Water Revenue Bonds under and pursuant to the Existing Indenture, as supplemented by a Sixth Supplemental Trust Indenture, dated as of [September 1], 2014 (the “Sixth Supplemental Indenture”, and together with the Original Indenture, the First Supplemental Indenture, the Second Supplemental Indenture, the Third Supplemental Indenture, the Fourth Supplemental Indenture and the Fifth Supplemental Indenture, collectively, the “Indenture”), between the Authority and the Trustee; and


WHEREAS, the Authority, as lessor, and the City, as lessee, concurrently with the execution and delivery hereof, will enter into an Eighth Supplemental Contract and Lease, dated as of [September 1], 2014 (the “Eighth Supplemental Lease”), to the Original Lease, as previously supplemented by the First Supplemental Lease, the Second Supplemental Lease, the Third Supplemental Lease, the Fourth Supplemental Lease, the Fifth Supplemental Lease, the Sixth Supplemental Lease and the Seventh Supplemental Lease; and


WHEREAS, the scheduled principal and interest on the Series of 2014 Bonds is insured by a municipal bond insurance policy (the “Policy”), issued by [Bond Insurer] (the “Bond Insurer”); and

WHEREAS, the Council of the City has determined that the 2014 Project is in the best interest of the City and its residents and desires to approve the 2014 Project; and


WHEREAS, the City has authorized the Authority to issue the Series of 2014 Bonds and to proceed with the 2014 Project and, in order to assist therewith, has indicated its willingness to guarantee the full payment of the principal of and interest on the Series of 2014 Bonds, pursuant to power and authority set forth in the Debt Act.


NOW, THEREFORE, The City, intending to be legally bound, covenants and agrees, as follows:


Section 1.  The City hereby irrevocably and unconditionally guarantees, without any right of defense, the full and timely payment of the principal of and interest on the Series of 2014 Bonds and in furtherance thereof covenants and agrees with the holders from time to time of the Series of 2014 Bonds and the Bond Insurer, that if the Authority or the Trustee, shall fail to pay the full amount of the principal of and interest on the Series of 2014 Bonds when the same becomes due and payable, at the times and places, under the terms and conditions, and in the manner prescribed in the Series of 2014 Bonds and in the Indenture, the City will pay the full amount of such principal and interest to the holders of such Series of 2014 Bonds when due.


The City covenants and agrees with holders, from time to time, of the Series of 2014 Bonds, that the City shall include the amount of debt service on the Series of 2014 Bonds, including interest thereon, for each fiscal year (which term shall mean the fiscal year of the City, from time to time designated by law) in which such sums are payable in its budget for that fiscal year, that the City in the event the Authority or the paying agent of the Authority shall fail to pay the full amount of the principal of and interest on the Series of 2014 Bonds when due and payable, at the times and places, under terms and conditions and in the manner prescribed in the Series of 2014 Bonds and in the Indenture, shall appropriate and duly and punctually pay or cause to be paid the full amount of such principal and interest on the dates and at the places and in the manner stated in the Series of 2014 Bonds and the Indenture.  For such budgeting, appropriation and payment the City hereby does pledge its full faith, credit and taxing power and hereby does agree that this covenant shall be specifically enforceable.


The City agrees that the maximum debt service in each fiscal year with respect to the Series of 2014 Bonds, to which the foregoing guarantee shall apply is set forth in Schedule A attached hereto and hereby incorporated herein as if set forth in full in this Section 1.  The City further agrees that amounts payable hereunder in respect of the Series of 2014 Bonds shall be paid at least three (3) days prior to the date amounts are due on the Series of 2014 Bonds.


This is a guaranty of payment and not of collection.  The City hereof irrevocably waives its right to assert any defense to payment that may otherwise be available to a guarantor, and agrees that its obligations hereunder shall not be impaired by any act or omission relating to the Series of 2014 Bonds or the Authority, or otherwise.


Section 2.  This Guaranty Agreement may not be assigned by the City nor may its obligations arising hereunder be in any manner whatsoever alienated by the City and any assignment shall be void.  This Guaranty Agreement shall inure to the benefit of holders from time to time of the Series of 2014 Bonds and the Bond Insurer.  The City acknowledges that such holders of the Series of 2014 Bonds and the Bond Insurer shall materially rely on the existence of this Guaranty Agreement and the City's due performance of its obligations hereunder.


Section 3.  No modification, amendment or supplement to this Guaranty Agreement may become effective except upon obtaining the prior written consent of the Bond Insurer.


Section 4.  This Guaranty Agreement is entered into by the City for the benefit of any holder, from time to time, of the Series of 2014 Bonds and the Bond Insurer, all of whom shall be entitled to enforce performance and observance hereof by the City to the same extent as if they were parties signatory hereto, in accordance with the laws of the Commonwealth. The City acknowledges that it shall not be a beneficiary of the Policy and any amounts paid pursuant to a draw thereon shall remain outstanding for purposes of this Guaranty Agreement.


Section 5.  The City shall prepare and file with the Bond Insurer (i) its annual audited financial statements within 270 days after the end of the City’s fiscal year, together with a certificate that the City is not aware of any event of default under this Guaranty Agreement, (ii) its annual budget within 30 days after the approval thereof, and (iii) such other information, data or reports as the Bond Insurer shall reasonably request from time to time.

Section 6.  This Guaranty Agreement shall be effective upon execution and delivery hereof to the Trustee and shall not terminate until the Series of 2014 Bonds are no longer outstanding under the Indenture and all amounts due an owing the Bond Insurer have been paid in full.

IN WITNESS WHEREOF, the City of Bethlehem, Lehigh and Northampton Counties, Pennsylvania, intending to be legally bound, has caused this Guaranty Agreement to be executed in its behalf by its duly authorized or officers and to be attested by its duly authorized officer and its official seal to be affixed hereto and delivered to the Trustee, all as of the day and year set forth above.

ATTEST:
CITY OF BETHLEHEM, 


Lehigh and Northampton Counties, Pennsylvania








By:







City Clerk





Mayor

(SEAL)









By:













Controller
ACCEPTANCE AND ACKNOWLEDGMENT


The Bank of New York Mellon, Pittsburgh, Pennsylvania, as trustee (the “Trustee”), hereby accepts the foregoing Guaranty Agreement and acknowledges receipt of an executed counterpart thereof.

THE BANK OF NEW YORK MELLON

By:







Authorized Officer

Dated:  [September 1], 2014

SCHEDULE A

$73,600,000

BETHLEHEM AUTHORITY

LEHIGH AND NORTHAMPTON COUNTIES, PENNSYLVANIA

GUARANTEED WATER REVENUE BONDS, SERIES OF 2014

MAXIMUM ANNUAL GUARANTY OBLIGATIONS

� Estimated, subject to change.


� Estimated, subject to change.
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