AGENDA

... for the Special Meeting of the Farmington City Council to be held at 9:00 a.m.,
Thursday, September 22, 2016 in the Executive Conference Room, City Hall, 800
Municipal Drive, Farmington, New Mexico. . .

1. Roll Call and Convening the Meeting:

v Consideration for adoption of Resolution No. 2016-1606 pertaining to issuance of
the City's Pollution Control Revenue Refunding Bonds 2016 Series A
(Public Service Company of New Mexico San Juan and Four Corners
Projects) and 2016 Series B (Public Service Company of New Mexico San
Juan and Four Corners Projects), including but not limited to establishing
the respective principal amounts thereof and specifying certain matters with
respect thereto, authorizing their sale; authorizing execution and delivery of
certain instruments in connection therewith; relating to the prior bonds
being refunded by the aforesaid bonds; and ratifying certain actions taken
previously.

. Consideration of and action on other matters related to the subject bonds.

4, Adjournment.

AGENDA ITEM SUPPORT MATERIALS ARE AVAILABLE FOR INSPECTION AND/OR
PURCHASE AT THE OFFICE OF THE CITY CLERK, 800 MUNICIPAL DRIVE,
FARMINGTON, NEW MEXICO.

ATTENTION PERSONS WITH DISABILITIES: The meeting room and facilities are
fully accessible to persons with mobility disabilities. If you plan to attend the
meeting and will need an auxiliary aid or service, please contact the City Clerk’s
Office at 599-1106 or 599-1101 prior to the meeting so that arrangements can be
made.



SHERMAN&HOWARD

633 Seventeenth Street, Suite 3000, Denver, CO 80202-3622
Telephone: 303.287.2900 Fax: 303.298.0940 www.shermanhoward.com

MEMORANDUM
TO: The Honorable Mayor and City Council
City of Farmington, New Mexico
FROM: Michael D. % Esq. and David K. Lucas, Esq.
Sherman & Howard L..L.C.
DATE: September 14, 2016

SUBJECT: City of Farmington, New Mexico
Pollution Control Revenue Refunding Bonds
(Public Service Company of New Mexico San Juan and Four Corners Projects)
(1) 2016 Series A - $46,000,000
(2) 2016 Series B - $100,000,000

As you know, in collaboration with City Attorney Jennifer Breakell, we have been
special counsel to the City in connection with the issuance of the two above series of bonds

(“Bonds™).

Public Service Company of New Mexico ("PNM") is requesting that you adopt
the wrap-up resolution as contemplated by Ordinance No. 2016-1291 (adopted August 23, 2016)
and by Ordinance No. 2016-1292 (adopted August 23, 2016) at a special meeting to be held
September 22, 2016. In addition to finalizing the principal amounts, the initial Multiannual
Mode interest rates and terms, the maturity dates and other detail, the resolution authorizes the
execution of the Bond Purchase Agreement, Representation and Indemnity Agreement and three
amended and restated installment sale agrecments. The resolution also acknowledges receipt by
the City of the proposed Official Statement, the PNM Guaranty Agreements (by which PNM
guarantees payment of the Bonds) and the Remarketing Agreements. The City is not a party and
consequently no action is required by the City with respect to these latter items. Final pricing
terms will probably not be known until September 22.

If the resolution is adopted, the Bonds are expected to be issued on either
September 27 or October 4.

As before, the Bonds will not create an indebtedness of the City and under the
New Mexico constitution and statutes will never constitute nor give rise to a pecuniary liability
of the City or charge against its general credit or taxing powers.
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The Honorable Mayor and City Council
City of Farmington, New Mexico
September 14, 2016

Page 2

Mr. Lucas will be available at your meeting of September 22.

MDG/dv
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RESOLUTION NO. 2016-1606

PERTAINING TO ISSUANCE OF THE CITY'S POLLUTION CONTROL
REVENUE REFUNDING BONDS 2016 SERIES A (PUBLIC SERVICE COMPANY
OF NEW MEXICO SAN JUAN AND FOUR CORNERS PROJECTS), 2016
SERTIES B (PUBLIC SERVICE COMPANY OF NEW MEXICO SAN JUARN AND
FOUR CORNERS PROJECTS), INCLUDING BUT NOT LIMITED TO
ESTARLISHING THE RESPECTIVE PRINCIPAL AMOUNTS THEREOF AND
SPECIFYING CERTAIN MATTERS WITH RESPECT THERETO, AUTHORIZING
THEIR SALE; AUTHORIZING EXECUTION AND DELIVERY OF CERTAIN
INSTRUMENTS IN CONNECTION THEREWITH; RELATING TO TEE PRIOR
BONDS BEING REFUNDED BY TEE AFORESAID BONDS; AND RATIFYING
CERTAIN ACTIONS TAKEN PREVIOUSLY

WHEREAS, the City Council has heretofore adopted resolutions
determining to issue and, subject to certain conditions agreeing to issue
under the Act revenue bonds to finance or refinance the cost to Public
Service Company of New Mexicc, a corporation organized and existing under |
the laws of the State of New Mexico (the "Company”), of certain
facilities for the abatement control reductiocn, abatement or prevention |
of air and water pollution and pollution caused by the operation of, and ‘
solid waste disposal at the San Juan Generating Station and Four Corners ‘
Generating Staticn (the “Plants”) located in San Juan County New Mexico;
and

WHEREAS, pursuant to Ordinance No. 2003-1139, adopted on
March 25, 2003, (the "2003A Ordinance”), the City has heretofore issued
and sold $46,000,000 aggregate principal amount cof its Pollution Control
Revenue Refunding Bonds, 2003 Series A, (Public Service Company of New
Mexico San Juan and Four Corners Projects) (the “2003A Bonds”), to refund
certain outstanding bonds that were issued to refund certain outstanding
bonds that were issued to defray a portion of the cost to the Company of
acquiring, constructing, reconstructing, improving, maintaining,
equipping or furnishing certain air and water pollution control
facilities at the Plants; and

WHEREAS, pursuant to Ordinance No. 2003-1140 adopted on March
25, 2003 (the “2003B Ordinance”), the City has heretofore issued and sold
$100,000,000 aggregate principal amount of its Polluticn Control Revenue
Refunding Bonds, 2003 Series B (Public Service Company of New Mexico San
Juan and Four Corners Projects) (the “2003B Bonds”, and collectively with
the 20032 Bonds, the “Refunded Bonds”), to refund certain outstanding
bonds that were issued to refund outstanding bonds that were issued to
refund bonds that were issued to defray a portion of the cost to the
Company of acquiring, constructing, reconstructing, improving,
maintaining, equipping and furnishing certain solid waste pollution
control facilities at the Plants; and

WHEREAS, on August 23, 2016, the City Council passed
Ordinance No. 2016-1291 {(the "2016A Crdinance”) authorizing the issuance
of a series of revenue bonds which were to be designated “Pollution
Control Revenue Refunding Bends, 2016 Series A (Public Service Company of
New Mexico San Juan and Four Corners Projects)” to be issued in an
aggregate principal amount of $46,000,000 (the “2016 Series A Bonds”)
under the Act. The proceeds of the 2016 Series A Bonds (other than an
accrued interest on such bonds) are to be used to refund the cutstanding
546,000,000 principal amount of the outstanding 2003A Bonds; and

WHEREAS, on August 23, 2016, the City Council passed
ordinance No. 2016-1292 (the “2016B Ordinance”) authorizing the issuance
by the City of its revenue bonds designated "“Pollution Contrcl Revenue
Refunding Bonds, 2016 Series B {Public Service Company of New Mexicc San
Juan and Four Corners Prcjects)” to be issued in an aggregate principal |
amount of $100,000,000 (the “2016 Series B Bonds” and, collectively with
the 2016 Series A Bonds, the “"2016 Bonds”) under the Act. The proceeds of
the Series B Bonds (other than any accrued interest on such bonds) are to
be used to refund the outstanding $100,000,000 principal amount of ‘the
cutstanding 2003B Bonds; and

WHEREAS Morgan Stanley and Co., LLC, on behalf of itself and
group of underwriters (collectively, the "2016A Bond Underwriters”) has
submitted to the City a proposal to purchase the 2016 A Bonds authcrized
to be issued under the 2016A Ordinance, in the form of a 2016A Bond
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purchase Agreement between the Underwriters and the City, in reliance
upon a Series 2016A Representaticn and Indemnity Agreement from the
Company and addressed to the City and the Underwriters (the “2016A
Representation and Indemnity Agreement”); and

WHEREAS J.P. Morgan Securities Inc., on behalf of itself and
group of underwriters (ccllectively, the “2016B Bond Underwriters” and,
together with the 2016A Bond Underwriters, the “Underwriters”) has
submitted to the City a propcsal te purchase the 2016 B Bonds authorized
to be issued under the 20156B Ordinance, in the form of a 2016B Bond
Purchase Agreement between the Underwriters and the City, in reliance
upon a Series 2016B Representation and Indemnity Agreement from the
Company and addressed to the City and the Underwriters (the *“2016B
Representation and Indemnity Agreement” and, together with the 2016A
Representation and Indemnity Agreement, the “Representation and Indemnity
Agreements”); and

WHEREAS there have been prepared and submitted to the City
the following:

(a) a proposed 2016A Bond Purchase Agreement in the form of
Exhibit A-1 hereto and a proposed 2016B Bond Purchase Agreement in the
form of Exhibit A-2 hereto (collectively, the “Bond Purchase
Agreements”) ;

(b) a proposed 2016 Series A Representation and Indemnity
Bgreement in the form of Exhibit B-1 hereto and a proposed 2016 Series B
Representation and Indemnity Agreement in the form of Exhibit B-2 hereto
{collectively, the "Representation and Indemnity Rgreements”);

(c) a proposed Third Amended and Restated Installment Sale
Agreement, dated as of September 1, 2016, amending and restating the
Second Amended and Restated Installment Sale Agreement dated as of April
1, 2003, amending and restating the 1992 Installment Sale Agreement dated
as of December 1, 1992, which amended and restated the Installment Sale
Agreement dated as of ARpril 1, 1976, between the City, as Vendor, and the
Company, as Vendee relating to the San Juan Generating Station, Unit 3 in
the form of Exhibit C hereto (the “2016 Installment Sale Agreement - A”);

(d) a proposed Third Amended and Restated Installment Sale
Agreement, dated as of September 1, 2016, amending and restating the
Second Amended and Restated Installment Sale Agreement dated as of April
1, 2003, amending and restating the 1992 Installment Sale Agreement dated
as of December 1, 1992, which amended and restated the Installment Sale
Agreement dated as of May 15, 1980, between the City, as Vendor, and the
Company, as Vendee relating tc the Four Corners Generating Station, Units
4 and 5 in the form of Exhibit D hereto (the “2016 Installment Sale
Agreement - B");

(e) a proposed Third Amended and Restated Installment Sale
Agreement, dated as of September 1, 2016 amending and restating the
Seccnd Amended and Restated Installment Sale Agreement dated as of May 1,
2003 between the City, as Vendor, and the Company, as Vendee, amending
and restating the 1993 Installment Sale Agreement dated as of August 15,
1993, which amended and restated the Installment Sale Agreement, dated as
of Octocber 1, 1983 relating to the San Juan and Four Corners Projects in
the form of Exhibit E hereto (the “2016 Installment Sale Agreement - C“,
together with the 2016 Installment Sale Agreement - A and 2016
Installment Sale Agreement - B, the “Installment Sale Agreements”);

(£) a proposed Official Statement to be used in connection
with the sale of the 2016 Bonds in the form of Exhibit F hereto (the
“official Statement”); and

(g) form of proposed Guaranty of the Company relating to
the 2016 Series A Bonds, dated as of September 1, 2016, between the
Company and the Trustee, in the form of Exhibit G-1 hereto and a form of
proposed Guaranty of the Company relating to the 2016 Series B Bonds,
dated as of September 1, 2016, between the Company and the Trustee, in
the form of Exhibit G-2 hereto;

(h) a form of proposed Remarketing Agreement relating to
the 2016 Series A Bonds, dated as of September 1, 2016, between the
Company and Remarketing Agent, in the form of Exhibit H-1 hereto and a
form of proposed Remarketing Rgreement relating to the 2016 Series B
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Bonds, dated as of September 1, 2016, between the Company and Remarketing
Agent, in the form of Exhibit H-2 hereto.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF THE
CITY OF FARMINGTON, NEW MEXICO:

Section 1. Pursuant to Section 2.02 of the 2016A Ordinance,
there is hereby authorized to be issued: (i) “Pollution Control Revenue
Refunding Bonds, 2016 Series A (Public Service Company of New Mexico San
Juan and Four Corners Prcjects)” to be issued in an aggregate principal
amount of $46,000,000 (the “2016 Series A Bonds”). The 2016 Series A
Bonds shall be dated as of the date of issuance and shall mature on April
1, 2033. The 2003A Bonds shall be refunded with the proceeds of the 2016
Series A Bonds, as provided the Series A Ordinance. Pursuant to Section
2.02 of the Series B Ordinance, there is hereby authorized to be issued
the “Pollutien Centrecl Revenue Refunding Bonds, 2016 Series B (Public
Service Company cf New Mexico San Juan and Four Corners Projects)* to be
issued in an aggregate principal amount of $100,000,000 (the “2016 Series
B Bonds”). The 2016 Series B Bonds shall be dated as of the date of
issuance and shall mature on April 1, 2033. The 2003B Bonds shall be
refunded with the proceeds of the 2016 Series B Bonds. Except as defined
herein, capitalized terms shall have the meaning ascribed to such terms
in the Series A Ordinance and the Series B Ordinance, as applicable

Section 2. The portion of the proceeds of the 2016A Bonds
corresponding to principal shall be depcsited into the Redemption Fund
with BOKF, NA (formerly known as Bank of Albuquerque, N.A.}, (as Trustee
for the 20032 Bonds under the 20032 Ordinance) and applied towards the
redemption of the 2003 Bonds on September 28, 2016 or such later date as
may be legally permissible in accordance with the provisions of the 2003A
Ordinance.

Section 3. The porticn of the proceeds of the 2016B Bonds
corresponding to principal shall be deposited into the Redemption Fund
with BOKF, NA (formerly known as Bank of Albuquerque, N.A.), (as Trustee
for the 2003B Bonds under the 2003B Ordinance,) and applied towards the
redemption of the 2003B Bonds on September 28, 2016 or such later date as
may be legally permissible in accordance with the provisions of the 2003B
Ordinance.

Section 4. It is hereby found and determined that the amount
necessary in each year to pay the interest cn and the principal of the
Bonds of each Series is the portion of the applicable Purchase Price of
the applicable Project (as defined in each of the Installment Sale
Agreements, as applicable) for such Series in each such year and interest
therecn required to be paid by the Company by Section 5.02(a) of the
applicable Installment Sale Agreement, until maturity or redemption in
accordance with the terms and conditions of the Series A Ordinance or the
Series B Ordinance, whichever may be applicable, as more specifically set
forth in Schedules I and II, as applicable, each attached hereto and
considered part herecf. The 2016 Series A Bonds shall be issued in the
Multiannual Mode with an Initial Rate Period beginning upen the date of
issuance and ending on September 30, 2021, bearing interest during such
period at the rate of % per annum. Such 2016 Series A Bonds are
subject to mandatory tender for purchase on Cctober 1, 2021. The 2016
Series A Bonds are not subject to optional or extraordinary optiocnal
redemption during the Initial Rate Period. The interest payment dates for
the 2016 Series A Bonds shall be April 1 and Octcber 1 of each year,
commencing April 1, 2017. The 2016 Series B Bonds shall be issued in the
Multiannual Mode with an Initial Rate Period beginning upon the date of
issuance and ending cn September 30, 2021, bearing interest during such
period at the rate of % per annum. Such 2016 Series B Bonds are
subject to mandatory tender for purchase on Octcber 1, 2021. The 2016
Series B Bonds are not subject to optional or extracrdinary optional
redemption during the Initial Rate Period. The interest payment dates for
the 2016 Series B Bonds shall be April 1 and Octcber 1 of each year,
commencing April 1, 2017.

Section 5. It is hereby determined that each series of the
2016 Bonds shall be authenticated and delivered to the Owners on original
issuance on September 27, 2016 or such other date as the Mayor of the
City, the Company and the Underwriters shall mutually agree upon.

Section 6. The Bond Purchase Agreements and Representation
and Indemnity Agreements, as submitted to this meeting and attached

-1.4 -



hereto as Exhibits A (A-1 and A-2) and B (B-1 and B-2) and made part of
this Resolution as though set forth in full herein are hereby approved.
The Bonds of each Series are to be sold to the respective Underwriters at
a purchase price of 100% of the principal amcunt thereof: (i) an
aggregate of $46,000,000 for 2016 Series A Bonds, (ii} an aggregate of
$100,000,000 for 2016 Series B Bonds, on the terms and conditions set
forth in the applicable Bond Purchase Agreement, and the Mayor of the
City is hereby authorized and directed to execute the Bond Purchase
Agreements and the Representation and Indemnity Agreements with such
changes, insertions and omissions as may be approved by him, such
execution being conclusive evidence of such approval, and to deliver the
same to the Underwriters. The City understands that the Underwriters
shall receive payment from the Company of the underwriting commission
pursuant to the terms of the Bond Purchase Agreements.

Section 7. The Installment Sale Agreements (including but
not limited to the provision that they be dated as of September 1, 2016),
as submitted to this meeting and attached hereto as Exhibits C, D and E,
and made part of this Resolution as though set forth in full herein, are
hereby apprcved, and the Mayor of the City is hereby authorized and
directed to execute and deliver such Installment Sale Agreements with
such changes, insertions and omissions as may be approved by him, such
execution being conclusive evidence of such appreval, and to deliver the
same to the Company and the City Clerk is hereby authorized to affix the
corpcrate seal thereto and attest tc said execution by the Mayor.

Section 8. The use by the Underwriters of the Official
Statement in connection with the sale of the 2016 Bonds, as submitted to
this meeting and attached hereto as Exhibit F, is hereby acknowledged;
provided, however that neither the City nor any official, officer or
employee thereof has or shall assume any responsibility as to the
accuracy or completeness of the information in said Official Statements.

Section 9. All action taken by City officials in connection
with the notices by publication which were published in the Farmington
Daily Times on September 2, 2016 which notices set forth the title and
general subject matter of the Series A Ordinance and the Series B
Oordinance as proposed, is hereby approved, ratified and confirmed.

Section 10. BCKF, NA, the principal corporate trust office of
which is located in Albugquerque, New Mexico, is hereby designated and
appointed Trustee, Paying Agent and Registrar under the Series A
Ordinance and under the Series B Ordinance. Except as otherwise provided
in the Series A Ordinance or the Series B Ordinance, all notices,
certificates, requests or other communicaticns by the City or the Company
shall be sufficiently given and shall be deemed given when mailed by
registered mail postage prepaid addressed to the Trustee, Paying Agent,
or Registrar, as applicable, as follows:

BOKF, NA
100 Sun Avenue NE, Suite 500
Albuquerque, NM 87109

This Resclution shall become effective immediately.

PASSED, ADOPTED, SICNED AND APPROVED this 22°¢ day of September,
2016.

Tommy Roberts, Mayor
SEAL

ATTEST:

Dianne Smylie, City Clexrk
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EXHIBIT A-1

Bond Purchase Agreement - 2016 Series A
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EXHIBIT A-2

Bond Purchase Agreement - 2016 Series B




EXHIBIT B-1

Representation and Indemnity Agreement - 2016 Series A
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EXHIBIT B-2

Representation and Indemnity Agreement - 2016 Series B
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EXHIBIT C

2016 Installment Sale Agreement - A
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EXHIBIT D
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EXHIBIT E

2016 Installment Sale Agreement - C
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EXHIBIT F

Official Statement
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EXHIBIT G-1

Guaranty Agreement - 2016 Series A
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EXHIBIT G-2

Guaranty Agreement - 2016 Series B
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EXHIBIT H-1

Remarketing Agreement - 2016 Series A
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EXHIBIT H-2

Remarketing Agreement - 2016 Series B
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Schedule I

Series 2016 A Bonds Payment Schedule

It is hereby found and determined that the amounts necessary in
each year to pay interest on and the principal of the 2016 Series A Bonds
is the portion of the Project Purchase Price in each such year and
interest thereon required toc be paid by the Company by Secticn 5.02(a) of
the applicable Installment Sale Agreement, until maturity or redempticn
in accordance with the terms and conditions of the Crdinances and more
specifically is set forth in the table below, assuming that the 2016
Series A Bonds bear interest at the maximum rate of 12% per annum.

Annual Period | Interest for Principal to Be | Annual Debt
Each Annual Retired in Such | Service
Period Period Requirement
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Schedule II

Series 2016 B Bonds Payment Schedule

It is hereby found and determined that the amounts necessary in
each year to pay interest on and the principal of the 2016 Series B Bends
is the porticn of the Project Purchase Price in each such year and
interest thereon required to be paid by the Company by Section 5.02(a) of
the applicable Installment Sale Agreement, until maturity or redemption
in accordance with the terms and conditions of the Ordinances and more
specifically is set forth in the table below, assuming that the 2016
Series B Bonds bear interest at the maximum rate of 12% per annum.

Annual Period | Interest for Principal to Be | Annual Debt
Each Annual Retired in Such | Service
Period Period Regquirement
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