AGENDA TITLE:

AGENDA ITEM

CIry OF LoD}
COUNCIL COMMUNICATION

Adopt Resolution Approving Forms of an instaliment Purchase Contract and

a Trust Agresment Relating to Wastewater System Revenue Certificates of
Participation, 2004 Series A; and Approving and Authorizing Certain Other

Matters Helating Thereto

MEETING DATE: April 27, 2004

PREPARED BY: Public Works Director

RECOMMENDED ACTION:

That the Lodi Public improvement Corporation adopt the attached

resolution approving forms of an Installment Purchase Contract and

a Trust Agreement relating to Wastewater System Revenue

Certificates of Participation, 2004 Series A; and approving and authorizing certain other matters relating

thersio.

BACKGROUND INFORMATION:

The atiached financing documents for the White Slough project are
the resull of numerous meetings with our financial advisor, the

underwriter and legal counsel(s). A representative from our advisor,
Public Financial Management, inc., will be available at the meeling

to answer questions.

Approval of the tinancing requires the prior adoption of the proposed rate increases being considered at
this same meating. . '

The altached resolulion concerns approval, execution and delivery of the COP documents listed below:
1. instatiment Furchase Contract
2 Trust Agreement
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INSTALLMENT PURCHASE AGREEMENT

This INSTALLMENT PURCHASE AGREEMENT, made and entered into as ot May 1,
2004, by and between the CITY OF LODI, a municipal corporation duly organized and existing
under and by virtue of the laws of the State of California (the “City”), and the LODI PUBLIC
IMPROVEMENT CORPORATION, a nonprofit, public benefit corporation duly organized and
existing under and by virtue of the laws of the State of Caltfornia (the “Corporation”).

WITNESSETH:

WHEREAS, the City has established the System {capitalized terms used herein and not
otherwise defined shall have the meanings given such terms pursuant to Section 1.1} to provide
for the collection, treatment and disposal of wastewater; and

WHEREAS, the City proposes to make certain additions, betterments, extenstons,
replacements and bnprovements to its System constituting the Project and more fully described
i BExhibit A hereto) and

WHEREAS, the Corporation is authorized to enter into contracts for the acquisition and
sale of facilities such as the Project; and

WHEREAS, the Corporation has agreed to assist the City by acquiring or causing the
acquisition of the Project as herein provided and selling the Project to the City on the terms and
conditions set forth herein; and

WHEREAS, the City and the Corporation have duly authorized the execution of this
Agreement;

WHEREAS, the Corporation witl assign certain of its rights hereunder, mcluding its right
to receive Installment Pavments, to Union Bank of California, N A, as Trustee under the Trust
Agreement; and

WHEREAS, pursuant to the Trust Agreement, the Trustee is to execute and deliver City
of Lodi Wastewater System Revenue Certificates of Participation, 2004 Series A, evidencing the
proportionate interests of the Owners thereof in the Installment Payments; and

WHERFEAS, the proceeds of the sale of the Certificates are to be applied, among other
things. to finance the Costs of the Project; and

WHERFEAS, aJl acts, conditions and things required by law to exist, to have happened
and o have been performed precedent to and in connection with the execution and delivery of
this Installment Purchase Agreement do exist, have happened and have been performed in
reeular and due time, form and manner as required by law, and the parties hereto are now duly
authorized to excecute and enter into this Installment Purchase Agreement;
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NOW, THEREFORE, IN CONSIDERATION OF THESE PREMISES AND OF THE
MUTUAL AGREEMENTS AND COVENANTS CONTAINED HEREIN AND FOR OTHER
VALUABLE CONSIDERATION, THE PARTIES HERETO DO HEREBY AGREE AS
FOLLOWS:

ARTICLET
DEFINITIONS
Section 1.1, Definitions. Unless the context otherwise requires, the terms defined n
this Section shall for all purposes hereof and of any amendment hereof or supplement hereto and
of any report or other document mentioned herein or therein have the meanings given such terms
in the Trust Agreement, such following definitions fo be equally applicable to both the singular
and plural forms of any of the defined terms.

ARTICLE 1

REPRESENTATIONS AND WARRANTIES

Section 2.1, Representations by the City. The City represents, warrants and certifies as
follgws:

{a) The Citv is a mumnicipal corporation duly organized and existing under and
pursuant to the laws of the State of California. The City has full legal right, power and authority
to enter mnto this Agreement and carry out its obligations hereunder, to carry cut and consuminate
all transactions contemplated by this Agreement, and the City has complied with the provisions
of all applicable law in all matters relating to such transactions. By proper action, the City has
duly authorized the execution, delivery and due performance of this Agreement.

1

{h} The City will not take or permit any action to be taken which results in the interest
component of the Installment Payments being included in the gross income for purposes of
federal income taxation or not being exempt from persomal income taxes of the State of
California.

(c) The City has determined that it 1s necessary and proper for City uses and purposes
within the terms of all applicable law that the City finance the acquisition of the Project in the
manney provided for m this Agreoment.

() All acts, conditions and things required by the Constitution and statutes of the
State to have been performed, to have happened and to exist precedent to and in connection with
the excoution and delivery of this Agreement, have been performed, have happened and do exist
in regutar and due time, form and manner as required by law.

Section 2.2, Represeniations and Warranties by the Corporation. The Corporation
represents and warrants that the Corporation is a nonprofit, public benefit corporation duly
organized and in good standing under the laws of the State of California, has full legal right,
nower and authority to enter into this Agreement and to carry out and consummate all
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transactions contemplated by this Agreement and by proper action has duly authorized the

execution, delivery and due performance of this Agreement.
ARTICLE H1

ACQUISITION OF THE PROJECT
Section 3.1, sale and Purchase of Project. In consideration for the Corporation’s
assistance in [Inancing the Project through the execution and delivery of this Agreement and the
Trust Agreement, the City agrees to act as the Corporation’s agent lor purposes of construction
and acquisition of the Project. The City will proceed with the acquisition and construction of the
Project as provided in Section 6,12, The Corporation will make the amounts on deposit in the
Improvement Fund available to the City for this purpose, as provided in the Trust Agreement.

In consideration for the Installment Payments as set forth in Section 4.2, the Corporation

orees o osell, and hereby sells, to the City, and the City agrees to purchase, and hereby
urchases, from the Corporation, the Project at the Purchase Price specified in Section 4.1 and
otherwise 1o the manner and in accordance with the provisions of this Agreement.

Section 3.2, Title. All right, title and interest in each element and component of the

Project shall vest in the City immediately upon execution and delivery of this Agreement or, if
later, the acquisition of any rights with respect to such element or component.

ARTICLE IV
INSTALLMENT PAYMENTS

Section 4.1, Purchase Price.

{4} The Purchase Price to be paid by the City to the Corporation for the purchase of
the Project is the sum of the principal components of the Installment Payments set forth in
Exhibit B hereto plus the interest components of the Installment Payments which consist of the
sum of the interest to accrue on the unpaid balance of each such principal component at the
inferest rate set forth in Exhibit B hereto.

(b} The mterest component of the Installment Payments shall accrue from the
Delivery Date to the date of payment of the applicable principal component, including any
prepavment thereol pursuant to Article VII. The interest component shall be computed on the
basis ol a 360-day vear of twelve 30-dayv months. The interest component of the Installment
Payments shall be paid by the City as and constifute interest paid on the principal components of
the Installment Payments.

Section 4.7, Installment Payments and Additional Payments. The City shall, subject
the provisions of Section 10,1 and to any rights of prepayment provided in Article V1L, pay the
Corporation the Purchase Price i installment as follows: (1) each principal component of the
instaliment Payments is payable on the Installment Payment Date preceding the due date for
such principal component set forth m Exhibit B hereto in the amount specified for such due date
i Exhibit B hereto; and (i) the interest components of the Instaliment Payments shall be payable




on the Installment Payment Date preceding cach Interest Payment Date in the amount of accrued
micrest ou the unpaid balance of the principal components of the Installment Payments at the
respective interast rates per anmum set forth in Exhibit B hereto. Such interest shall be calculated
on the basis of & 360-dav year consisting of twelve 30- months. The schedule of the principal
and interest components as of the Delivery Date are set forth in Exhibit C hereto. The amounts
shown in Exhibic O hereto shall automatically be adjusted to account for any prepayment of
instaliment Payments made by the City pursuant to Article VIT and any discharge of Installment
Puyments pursuant to Article [X,

Each Instaliment Payment shall be paid to the Corporation i lawful monev of the United
States of Amenica. In the eveni the City fails to make any of the payments required to be made
by 1t under this Section, such payment shall continue as an obligation of the City until such
amount shall have been fully paid; and the City agrees to pay the same with interest accruing
thereon at the highest rate ot interest then applicable to the remaining unpaid principal
components of the Installment Payments.

The obhgation of the City to make the Installment Payments 1s absolute and
unconditional, and, until such tme as the Purchase Price shall have been paid in full (or
provision for the payment thereof shall have been made pursuant to Avticle 1X), the City will not
discontinue or suspend any Instaliment Payment required to be made by it under this Section,
whether or not the System or any part thereof 1s operating or operable or has been completed, or
its usc is suspended, interfered with, reduced ov curtailed or terminated in whole or in part. This
Agreement shall be deemed and construed to be a net contract, and the City shall pay absolutely
nei during the term hereof the Installment Payments and all other payments required hereunder,
and such payments shall be pet payments and shall not be subject to deduction, abatement
reduction or diminuiion, whether by offset or otherwise, and shali not be conditional upon the
performance or nonperformance by any party of any agreement for any cause whatsoever,

i addition to the Installment Payments, the City shall also pay such amounts
{"Additional Payments”) as shall be requured for the payment of all fees and administrative costs
of the Corporation and the Trustee under the Trust Agreement or otherwise relating to the
Certificates, including without imitation all expenses, compensation and indemnification of the
Corporation and the Trustee pavable by the City hereunder and under the Trust Agreement, fees
of anditors, accountanis, attorneys or engineers, and all other necessary adminisirative costs of
the Corporation or charges required to be paid by 1t to comply with the terms hereof of the
Certificates or of the Trust Agreement or to indemnify the Corporation and its employees,
officers and directors and the Trustee.

ARTICLE YV
SECURITY

Section 5.1 Pledge of System Net Revepues. Al System Net Revenues and all
amounts on deposit 1o the System Revenue Fund are, pursuant to the Pledge Law, hereby
wrevocabnly pledged to the payment of the Installment Payments as provided herein and shall not
be used for any other purpose until all Installment Payments have been fully paid or provision
has been made lor such payment in accordance with Section 9.1; provided that out of the System
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Revenues and amounts on deposit in the System Revenue Fund, there may be apportioned such
sums for such purposes as are expressly permitted herein, This pledge, together with the pledge
of System Net Revenues and amounts in the System Revenue Fund securing all other Parity
Debt, shall. subject to application as permitied herein, constitute a first lien on System Net
Revenues and amounts on deposit in the Svstem Revenue Fund.

Section 5.2 Allocation of System Revenues. In order fo carry out and effectuate the
pledge and lien contained herein, the City agrees and covenants that all Systern Revenues shall
be received by the City in trust hereunder and, except for Net Proceeds, shall be deposited when
and as received i a special fund designated as the “System Revenue Fund”, which fund the City
has herstofore established and which fund the City agrees and covenanis to maintain and to hold
separate and apart from other funds until all installment Payments have been fully paid or
provision has been made therefor in accordance with Section 9.1, To the extent the City has an
existing fund which satisfies the foregoing requirements, then such fund shall be deemed to be
the "System Revenue Fund™ and the City shall not be required to create a new fund. The City
may maintain sepasate accounts within the System Revenue Fund. The amounts in the System
Revenue Fund shall be invested in Authorized Investuents. Moneys in the System Revenue
Fund shall be used and applied by the City as provided in this Agreement.

The City shall, from the moneys in the System Revenue Fund, pay all Operation and
Mamtenance Costs (including amounts reasonably required to be set aside in contingency
reserves for Operation and Maintenance Costs, the pavment of which is not then immediately
required) as such Operation and Maintenance Costs become due and payable. Thereafter, all
remaining moneys in the System Revenue Fund shall be set aside by the City at the following
times {or the transfer to the following respective speeial funds in the tollowing order of priority;
and all moneys m each of such funds shall be held in trust and shall be applied, used and
withdrawn only for the purpeses set forth in this Section and, as to funds held under the Trust
Agreement, the Trust Agreement.

{a) Instaltment Payments. Not later than each Installment Payment Date, the City
shall, from the moneys in the System Revenue Fund, transfer to the Trustee the Installment
Payment due and payable on that Installment Payment Date. The City shall also, from the
moneys in the System Revenue Fund, transfer when due to the applicable trustee for deposit in
the respective payment fund, without preference or priority, and in the event of any msufficiency
of such moneys ratably without any discrimination or preference, auny Parity Obligation
Payments in accordance with the provisions of the applicable Parity Obligations.

{h Reserve fund. On or before the first Business Day of each month, the ity shall,
from the remaming moneys in the System Revenue Fund, without preference or priority, and in
the event of any sufficiency of such moneys ratably without any discrimination or preference,
transfer to the Trustee as provided in Section 3.04 of the Trust Agreement for deposit m the
Reserve Fund i sccordance with the Trust Agreement and to the applicable trustee for such
other debt service reserve funds, if any, as may have been established in connection with Parity
Ubligations that sum, if any. necessary 1o restore: (i) the Reserve Fund to an amount equal to the
Reserve Fund Requirement and otherwise replenish the Reserve Fund for any withdrawals
{including draws upon the Reserve Poticy) io pay the Instailment Pavments due hereunder; and
(1) necessary to restore such other debt service reserve funds for Parity Obligations to an amount
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equal to the amount required to be maintained therein; provided that payments to restore the
Reserve Fund after a withdrawal may be made in monthly installments equat to 1/12 of the
aggregate amount needed to restore the Reserve Fund to the Reserve Fund Requirement as of the
date of the withdrawal, To the extent that draws on the Reserve Fund are from the Reserve
Policy as permitted under the definition of Reserve Fund Requirement in the Trust Agreement,
transfers hereunder to restore the Reserve Fund shall be made to reimburse the provider of the

Reserve Policy to the extent the Reserve Policy is reinstated.

The City shall be obligated to make payments to the Certificate Insurer for draws on the
Reserve Policy only to the extent of draws on the Reserve Fund relating to this Agresment.
nterest shall accrue and be payable on draws under the Reserve Policy and all related reasonable
expenses incurred by the Certificate Insurer from the date of payment by the Certificate Insurer
at the Late Payment Rate, “Late Payment Rate” means the lesser of ( a) the greater of (i) the per
antum rate of interest, publicly announced from time to time by [JP Morgan Chase Bank (N.A. il
al its principal office in the City of New York, as its prime or base fending rate (“Prime Rate”)
{any change m such Prime Rate to be effective on the date such change is ammounced by [JP
Morgan Chase Bank (N AN plus 3%, and (11) the then applicable highest rate of interest on the
unpaid principal component of the Installment Payments and (b) the maximum rate permissible
under appheable usury or similar laws limiting imterest rates. The Late Payment Rate shall be
computed on the basis of the actual number of days elapsed over a year of 360 days. Tn the event
(1P Morgan Chase Bank (N.A.}] ceases to announce its Prime Rate publicly, Prime Rate shall be
the publicly announced prime or base lending rate of such national bank as the Certificate Insurer
shall specify. Repayment of draws and payment of expenses and accrued interest thereon af the
Late Pavment Rate (collectively, "Policy Costs™ shall commence in the first month following
cach draw, and each such monthly payment shall be in an amount at least equal to 1/12 of the
of Policy Costs related to such draw (provided that the City may repay the Policy
ull at anv ttime during this period).

&
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Wihe City shall fail to pay any Policy Costs in accordance with the requirements set forth
above, the Certificate Insurer shali be entitled to exercise any and all Jegal and equitabie
remedies available 1o it including those provided hereunder and under the Trust Agrecment
other than (1) acceleration of the maturity of the principal component of the Installment Payments

or (1) remedies which would adversely alfect Owners of the Certificates,

For purposes of the additional Parity Debt test in Section 5.3{c) and the rate covenant in
Section 6.8{b), System Net Revenues shall provide at least one times coverage of the Policy
Costs then due and owing in addition to the other coverage requirements therein.

(o) surplus. Moneys on deposit in the System Revenue Fund not necessary to make
any of the payments required above in a Fiscal Year may be expended by the City at any time for
any purpose permitted by law, including but not limited to payments with respect to Subordinate
Obligations and deposits to the Rate Stabilization Fund,




Seetion 5.3, Additional Parity Debt. The City may at any time enter into or otherwise
meur Parity Debt i addition to the obligations under this Agreement and the Parity Payment
Obligations under the Prior Agreements; provided:

{a) The City shall be in compliance with ail agreements, conditions, covenants and
ferms contained in this f&g.,i cement required to be observed or performed by it, and a Certificate
of the City to that effect shall have been filed with the Trustee (with the consent of the Certificate
Insurer this condition shall not apply where the purpose of the proposed Parity Debt 1s to cure
stch non-compliance).

M) Any debt service reserve fund established for such Parity Debt shall satisfy the
following criteria: (1) such debt service reserve fund shall be held by an mdependent trustee (who
may be other than the Trustee); (1) the required amount of such debt service reserve fund shall
not exceed the lesser of the maximum annual debt service of such Parity Debt (calculated on the
basis of a year ending on the principal payment date of such Parity Debt) or the maximum
amount permitted lmd the Code, provided that, if such Parity Debt is a loan from a
governmental agency. then a debt service reserve fund shall be established in the amount, if any,
equired or permitted by such governmental agency; and (iii) the City shall not be required to
replenish withdrawals from such debt service reserve fund on terms less favorable to the City
than the terms for replemishing the Reserve Fund pursuant to Section 5.2(b).

() The System Net Revenues [or the last completed Fiscal Year or any 12
consceutive months within the last 18 months preceding the date of entry into or incurrence of
such Panty Debt, as shown by a Certificate of the City on file with the Trustee, plus an
allowance for increased System Net Revenues arising from any increase in the rates, fees and
charges of the System which was duly adopted by the City Council of the City prior to the date
of the entry into or mcurrence of such Parity Debt but which, during all or any part of such 12
month period, was not i effect, in an amount equal to the amount by which the System Net
Revenues would have been increased i such increase in rates, fees and charges had been in
effect during the whole of such 12 month period, as shown by a Certificate of the City on file
with the Trustee. shall have produced a sum equal to at least 110 percent of the Maximum
Aunual Debt Service as calculated after the ontry into or incurrence of such Parity Debt;
provided, that in the event that all or a portion of such Parity Debt is to be issued for the purpose
of refunding and retiring any Parity Debt then outstanding, interest and principal payments on
the Panity Debt to be so refunded and retired from the proceeds of such Parity Debt being issued
shall be excluded from the foregoing computation of Maximum Annual Debt Service: provided
Surther, that the City may at any time enter into ot incur Parity Debt without compliance with the
foregoing conditions if the Annual Debt Service for cach Fiscal Year during which such Parity
Debtis outstanding will not be increased by reason of the entry into or incurrence of such Parity
Debty and provided further, an adjustment shall be made in the amount of System Net Revenues
as provided i Section 5.4, The provisions of this subsection are subject fo the requirements of
the fourth paragraph of Section 3.2(b).

Nothing contained in this Section shall limit the issuance of any revenue bonds, notes or
other evidences of mdebtedness or the entry info any mstallment purchase agreement by the City
payable from the System Net Revenues and secured by a lien and ¢ charge on the System Net
Revenies 1f] after the 1ssuance of such revenue bounds or entry into such installment purchase
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agreement, all of the Installment Payments shall have been fully paid or provision has been made
thercior i accordance with Section 9.1, Furthermore, nothing contained in this Section shall
1

imit the 1ssuance or incurrence of any Subordinate Obligations.
5 g

Section 3.4, Rate Stabilization Fund. The City has heretofore established a special
fund known as the “Rate Stabilization Fund™ which shall be held and maintained by the City
untl all lastaliment Payments have been fully paid or provision has been made therefor in
accordance with Seetion 9.1. The City may, subject to the provisions of Section 5.2, during or
within 210 days after a Fiscal Year, transfer surplus System Net Revenues attributable to such
Fiscal Year {on the basis of Generally Accepted Accounting Primciples) from the System
Revenue Fund to the Rate Stabifization Fund. The City may at any time transfer moneys from
the Rate Stabilization Fund to the System Revenue Fund, Notwithstanding anything to the
contrary provided heremn, System Net Revenues deposited into the Rate Stabilization Fund shall
not be taken mto account as System Revenues for the Fiscal Year to which such deposited
System Net Revenues are attributable for purposes of the calculations in Sections 5.3 and 0.8(b)
and armounts withdrawn from the Rate Stabilization Fund and deposited into the System Revenue
vund may be taken into account as System Revenues for purposes of the calculations required
under Sections 5.3 and 6.8{b) for the Fiscal Year in which such deposit is made: provided that,
for purposes ol the caleulation required under Section 6.8(b), the amount of System Net
Revenues before any credits for transfers from the Rate Stabilization Fund to the System
Revenue Fund may not be fess than 100% of Annual Debt Service for such Fiscal Year. The
amounts in the Rate Stabibization Fund shall be invested in the Authorized Investments.

ARTICLE VI
COVENANTS OF THE CITY
Section 6.1, Punctual Payment. The City will punctually pay the Instaliment Payments

i strict conformuty with the terms hereof and will faithfully satisty, observe and perform all
agreements, conditions, covenants and terms hereof

Section 6.2, Legal Hxistence. The City will use alf means legally available to maintain
s existence,

Section 0.3 Against Encumbrances.  The City will not mortgage or otherwise
encumber, pledge or place any charge or lien upon System Revenues. The City will not
mortgage or etherwise encumber, pledge or place any lien or charge upon any of the System Net
Revenues on a parity with the pledge securing the payment of the Installment Payments except
for Parity Obligations as provided herein. The City will not issue or incur any obligations
secured by Svstem Net Revenues sentor (o the Parity Debt. The City may at any time issue any
Subordinate Obligations.

Section 6.4, Against Sale or Other Disposition of the System. The City will not sell or
otherwise dispose of the System or any part thereof essential to the proper operation of the
System or to the maintenance of the System Net Revenues, unless the Installment Payments have
been fully paid or provision has been made therefor in accordance with Section 9.1. The City
will not enter into any lease or agreement which impairs the operation of the System or any part
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thereof necessary to secure adequate System Net Revenues for the payment of the Parity Debt, or
whach would otherwise impair the rights of the Owners with respect 1o the System Net Revenues
or the operation of the System.

Section 0.5 Maintenance and Operation of System.  The City will maintain and
preserve the System i good repair and working order at all times and will operate the System in
an efficient and economical manner.

Section 0.6, Insyrance,

{a} Ta the extent such insurance is available for reasonable premivms from a
reputable insurance company, the City will procure and maintain at all fimes insurance on the
System against such risks (including accident to or destruction of the System)} and in such
amounts as are usually insured in connection with operations in California similar to the System;
provided. that such msurance coverage may be satisfied under a self-insurance program which is
actuarially sound.

{b) The City shall procure and maintain or cause to be procured and maintained
public liability msurance covering claims against the City (including its city council, officers and
employees) for bodily injury or death, or damage to property occasioned by reason of the City’s
operations, wchiding any use of the System, and such insurance shall afford protection in such
amounts as are usually covered in connection with operations in California similar to the System;
provided, that such insurance coverage may be satisfied under a self-insurance program which is
actuariatly sound.

{c} The provisions of this subsection (¢} are subject to the requirements of the Prior
Agreements with respect to the application of Net Proceeds consisting of insurance payments. 1f
all or any part of the System shall be damaged or destroved, the Net Proceeds realized by the
City as a result thereol shall be deposited by the City with the Trustee in a special fund which the
Trustee shall establish as needed in trust and applied by the City to the cost of acquiring and
constructing repairs, replacements, additions, befterments, extensions or improvements (o the
System 1 (A) the City first secures and files with the Trustee a Certificate of the City showing
(1) the foss m annual System Revenues, if any, suffered, or to be suffered, by the City by reason
of such damage or destruction, (il) a general description of the repairs, replacements, additions,
betterments, exiensions or improvements to the System then proposed to be acquired and
constructed by the City from such proceeds, and (i) an estimate of the System Revenues to be
derived after the completions of such repairs, replacements, additions, betterments, extensions or
mmiprovements; and {B) the Trustee has been furpished a Certificate of the City, certifying that
the System Revenues after such repair, replacement, addition, betterment, extension or
improverment of the System will sufficiently offset on a timely basis the loss of System Revenues
resulting from such damage or destruction so that the ability of the City to pay all Parity Debt
when due will not be substantially impaired, and such Certificate of the City shall be final and
conclusive, and any balance of such proceeds not required by the City for such purpose shall be
deposited in the System Revenue Fund and applied as provided in Section 5.2; provided, that if
the foregoing conditions are not met, then such proceeds shall be deposited with the Trustee and
applicd to make Installment Payments and Parity Obligation Payments as they shall become due
ratably without any diserimination or preference; provided further that the foregoing procedures




for the application of Net Proceeds consisting of insurance payments shall be subject to any
sumnttar provistons for Parity Debt on a pro rata basis.

if such damage or destruction has had no effect, or at most an immaterial effect, upon the
System Revenues and the security of the Parity Debt, and a Certificate of the City to such effect
has been filed with the Trustee, then the City shall forthwith deposit such proceeds in the System

Revenue Fund, to be applied as provided in Section 5.2.

Section 6.7 Emipent Domain Proceeds. The provision of this Section are subject to
the reginrements of the Prior Agreements with respect to the applicanion of the Net Proceeds
consisting of awards under eminent domain proceedings. If all or any part of the System shall be
taken by eminent domain proceedings, the Net Proceeds realized by the City therefrom shall be
deposited by the City with the Trustee in a speeial fund which the Trustee shall establish as
needed m trust and applied by the City to the cost of acquiring and constructing additions,
hetterments, extensions or improvements to the System if (A) the City first secures and files with
the Trustee a Certificate of the City showing (i) the loss i annual System Revenues, if any,
suffered. or to be suffered, by the City by reason of such eminent domain proceedings, {(ii)a
general description of the additions, betterments, extensions or improvements to the System then
proposed 1o be acquired and constructed by the City from such proceeds, and ( i) an estimate of
the addional Svstem Revenues to be derived from such additions, betterments, extensions or
improvements; and (BY the Trustee has been furnished a Certificate of the City, certifying that
such additional System Revenues will sufficiently offset on a timely basis the loss of System
Revenues resulting from such eminent domain proceedings so that the ability of the City to pay
all Parity Debt when due will not be substantially impaired, and such Certificate of the C ity shall
be final and conclusive, and any balance of such proceeds not required by the City for such
purpose shall be deposited in the System Revenue Fund and applied as provided in Section 5.2,
provided, that 1f the foregoing conditions are not met, then such proceeds shall be deposited with
the Trustee and applied to make Instaliment Payments and Parity Obligation Payments as they
shall become due ratably without any discrimination or preference; provided further that the
toregoing procedures for the application of Net Proceeds consisting of awards under eminent
domain proceedings shall be subject to any similar provisions for Parity Debt on a pro rata basts.

[f such eminent domain proceedings have had no effect, or at most an immaterial effect,
upon the System Revenues and the security of the Parity Debt, and a Certificate of the {ity to
such effect has been filed with the Trustee, then the City shall forthwith deposit such proceeds in
the System Revenue Fund, to be applied as provided in Section 5.2,

Section 6.8, Amounts of Rates, Fees and Charges.

{a} The City will, at all times until afl Installment Payments have heen fully paid or
provision has been made therefor in accordance with Section 9.1, fix, prescribe and collect rates,
fees and charges and manage the operation of the System for each Fiscal Year so as fo vield
System Revenues at least sufficient, after making reasonable allowances for contingencies and
errors in the estimates, to pay the following amounts during such Fiscal Year;

{1} Al current Operation and Maintenance Costs,
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{11) The Installment Payments, all other Parity Obligation Payments and all
payments on Subordinate Obligations as they become due and payable.

{uiy Al payments required for compliance with the terms of the Trust
Agreement and hereol, meluding restoration of the Reserve Fund to an amount equal to
the Reserve Fund Reguirement.

(vl All payments to meet any other obligations of the City which are charges,
liens ar encumbrances upon, or payable from, the System Revenues.

(h) In addition to the requirements of the foregoing subsection (a) of this Section, the
City will, at all tmes untl all Installment Payments have been fully paid or provision has been
made therefor i accordance with Section 9.1, to the maximum extent permitted by law, fix,
proscribe and collect rates, fees and charges and manage the operation of the System for each
Fiscal Year 5o as fo yield System Net Revenues during such Fiscal Year equal to at least 110%
per cent of the Annual Debt Service in such Fiscal Year; provided, an adjustment shall be made
to the amount of System Net Revenues as provided in Section 5.4,

The City may make or permit to be made adjustments from time to time in such rates,
fees and charges and may make or permit to be made such classification thereof as it deems
necessary. but shall not reduce or permit to be reduced such rates, fees and charges below those
then in effect uniess the System Revenues from such reduced rates, fees and charges will at all
times he sufficient to meet the requirements of this Section.

Secpron 6.9 Enforcement of and Performance Under Contracts. The City shall enforce
all material provisions of any contracts to which it 1s a party, an assignee, successor in interest to
a party or third-party beneficiary, in any case where such contracts provide for material
payments or services 1o be rendered to the System. Further, the City will comply with, keep,
observe and perform all material agreements, conditions, covenants and ferms, express or
mmplied, required to be performed by 1t, contained in all contracts affecting or involving the
System, to the extent that the City is a party thereto.

Section 6,10, Collection of Charges, Fees and Rates. The City will have in effect at all
fimes rules and regulations requiring each user of the System to pay the applicable charges, fees
and rates and providing for the billing thereo!l and for a due date and a delinquency date for each
bill. In each case where such bill remains unpaid in whole or in part after it becomes delinquent,

the City will enforce the collection procedures contained in such rules and regulations.

Section 611, No Free Service. The City will not permit any part of the System or any
tacility thereol to be used or taken advantage of free of charge by any corporation, firm or
person. or by any pubhic agency (including the State of California and any city, county, public
agency. political subdivision, public corporation or agency or any thereof), unless otherwise
requured by law or existing written agreements.

Section 6,12, Prompt Acguistion and Construction of the Project. From the moneys on
deposit in the Improvement Fund and other moneys available therefor in the Svstem Revenue
Fund, the City will acguire and construct the Project with all practicable dispatch, and such
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acquisition and construction will be made in an expeditions manner and in conformity with the
faw 50 as o complete the same as soon as possible.

Section 6,13 Payment of Claims. The City will pay and discharge any and all lawful
clanms for fabor. matertals or supplies which, if unpaid, might become a len or charge upon the
System or upon the System Revenaes or any part thereof, or upon any funds held by the Trustee,
or which nught impair the security of the Installment Payments; provided, that nothing herem
contamed shall require the City to make any such payments so fong as the City in good faith
shall contest the valubity of any such claims and such nonpayment will not materially adversely
affect the City’s ability fo perform its obligations hereunder.

Section 0.14. Boogks of Record and Accounts; Financial Statements. The City will keep
proper books of record and accounts in which complete and correct entries shall be made of all
transactions relatmg to the System, the System Revenue Fund and all other accounts or funds
established pursuant hereto, and upon request will provide information concerning such books of
record and accounts to the Trustee.

The City will prepare annually, not later than one hundred e ghty (180) days after the
close of each Fiscal Year, until all Installment Payments have been fully paid or provision has
been made thercior in accordance with Section 9.1, an audited financial statement of the City
relating to the System Revenue Fund and all other accounts or funds established pursuant hereto
for the preceding Fiscal Year prepared by an Independent Certified Public Accountant, showing
the Balances in each such account or fund as of the beginning of such Fiscal Year and all deposits
wm and withdrawals from each such account or fund during such Fiscal Year and the balances in
each such account or fund as of the end of such Fiseal Year, which audited financial statement
shall include a statement as to the manner and extent to which the City has comphied with the
provisions hereof as it relates to such accounts and funds. The City will furnish a copy of such
audited financial statement to the Trustee, the Certificate Insurer and to the Information Services
upon request, and will furnish such reasonable number of copies thereof to investment bankers,
security dealers and others interested in the Certificates.

Section 0.15. Payment of Taxes and Other Charges and Compliance with Governmental
Regulations, The City will pay and discharge all taxes, service charges, assessments and other
governmental charges which may hereafter be lawfully imposed upon the System or any
propertics owned by the City, or upon the System Revenues, when the same shall become due;
provided, that nothing herein contained shall require the City to make any such payments so long
as the City in good faith shall contest the validity of any such taxes, service charges, assessments
or other governmental charges and such nonpayment will not materially adversely affect the
Ciy’s ability to perform its obligations hereunder,

The Uity will duly comply with all applicable state, federal and local statutes and all valid
regulations and requirements of any governmental authority relative to the operation of the
System or any part thereof, but the City shall not be required to comply with any regulations or
requirements so long as the validity or application thereof shall be contested in zood faith and
such noncompliance will not materially adversely affect the City’s ability to perform its
obligations hereunder,

DHHCSL AL

04908




section 0.16. Tax Covenants and Matters.

{a} General. The ity hereby covenants, for the henefit of the Cor poration and the
owners and beneficial owners of the Certificates that, notwithstanding any other provisions of
this Agreement, iha,y shall not take any action, or fail {o take any action, if any such action or
“zsiuac to take action would adversely affect the exclusion from gross income of interest
evidenced and represented by the Certificates under Section 103 of the Code. The City shall not,
directly or indirectly, use or permit the use of proceeds of the Certificates or any of the property
financed with proceeds of the Certificates, or any pertion thereof, by any person other than a
governmental unit {as such term is used in Section 141 of the Code) in such manner or to such
extent as would result in the loss of exclusion from gross income for federal income tax purposes

of nterest evidenced and represented by the Certificates.

(h) Arbitrage. The City shall not, divectly or indirectly, use or permit the use of any
proceeds of any Certificates, or of any property financed thereby, or other funds of the City, or
take or omit 1o take any action, tha% would cause the Certificates to be “arbitrage bonds” within
the ?m':;m%m: of Section 148 of the Code. To that end, the City shall comply with alf

equirements of Section 148 of the Code and all regulations of the United States Department of
iiu, Freasury issued thereunder to the extent such requirements are, at the time, in effect and
apphcable to the Certificates,

{c} Federal Guarantee.  The City shall not make any use of the proceeds of the
Certificates or any other funds of the City. or take or omit to take any other action, that wounld
cause the Certificates to be “federally guaranteed” within the meaning of Section 14%(b) of the
Code

() Comphiance with Tax Certificate. In furthersnce of the foregoing tax covenants
of this Section, the City covenants that it will comply with the provisions of the Tax Certificate,
which 15 incorporated herein as if fully set forth herein. These covenants shall survive payment
iy full or defeasance of the Certificates.

Section 6.17. Rebate Fund.

{4} Lstablishiment.  Pursuant to the Trust Agreement, the Trustee will hold in the
Rebate Fund any amounts required to satisfy the requirement to make rebate payments to the
United States pursuant to Section 148 of the Code and the Treasury Regulations promulgated
thereunder,  Such amounts shall be governed by this Section, Section 6.16, Section 3.07 of the
Trust Agreement and by the Tax Certificate, unless and to the extent that the City delivers to the
T rustec o Favorable Opinion of Bond Counsel with respect to any departure from such
requiremnents. All money at any ttme deposited in the Rebate Fund shall be held by the Trustee
i trust for pavment to the United States Treasury.

(1) Computation of Rebate Amount. Within 55 days of the end of each fifih
Bond Year (as such term is defined in the Tax Certificate), and each Bond Year in which
funds remain on deposit in the Improvement Fund relating to the City, the City shall
calculate or cause to be calculated the amount of “rebate amount,” in accordance with
Section 148(1(2) of the Code and Section 1.148-3 of the Treasury Regulations (taking
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into account any applicable exceptions with respect 0 the computation of the “rebate
amount,” described, if applicable, in the Tax Certificate (e. g, the temporary investments
exceptions  of  Section H8(A(4HANID or  Section HAB(IAXMB)Y of the Code, the
expenditure requirements of Section 148( DH4XB) or Section 148( O{4)(C) of the Code or
Section L.148-7(d} of the Treasury Regulations, the exception for certain “small
governmental issuers™ as set forth in Section 148( H4)ND) of the Code, and taking into
account whether the election pursuant to Section BN C)viy) of the Code (the “114%
Penalty™ has been made)), for this purpose treating the last day of the applicable Bond
Year as a compuiation date, within the meaning of Section 1.143-1(b) of the Treasury
Regulations,

(11} Trapsfer of Moneys. Within 55 days of the end of each such fifth Bond
Year, the City shall deposit to the Rebate Fund from System Revenues as an Operation
and Maintenance Cost, 1f and to the extent required so that the balance in the Rebate
Fund shall equal the “rebate amount” so calculated in accordance with this Section.

() Deficiencies in the Rebate Fund. In the event that, prior to the time of any

avment required to be made from the Rebate Fund, the amount in the Rebate Fund s not
stifficient to make such payment when such payment is due, the City shall calculate or cause to
be caleulated the amount of such deficiency and deposit from System Revenues as an Operation
and Mamienance Cost, an amount equal (o such deficiency prior to the time such payment is due.

19 Record Keepmg.  The City shall retain vecords of all determinations made
hereunder until six years after payment in full of the Installment Pavments.

{d} survival of Defeasance.  Notwithstanding anything in this Agreement to the
conbrary, the obligation fo comply with the requirements of this Section shall survive the
i,

payment i full of the Installment Payments or provision for such payment in accordance with
Section 9.0,

Section 618, Comtinuing Disclosure. The City hereby covenants and agrees that it will
comply with and carry out all of the provisions of the Continuing Disclosure Certificate.
Notwithstanding any other provision of this Agreement, failure of the City to comply with the
Continuing Disclosure Certificate shall not be considered an Agreement Bvent of Default;
however, any Participating Underwriter or any Owner or beneficial owner of the Certificates
may lake such aclions as described under the Continuing Disclosure Certificate to cause the City
to comply with its obligations under this Section.

Section 6.19. Further Assurances. The City will adopt, make, execute and deliver any
and all such further documents. instruments and assurances as may be reasonably necessary or
proper 1o carry out the iniention or to facilitate the performance hereof,

Section 6.20. Reimbursement of Certificate Insurer and Other Provisions Relating to the
Certificats Insurer.

{2} Fhe City agrees 1o pay or reimburse the Certificate Insurer any and all charges,
fees, costs and expenses which the Certificate Insurer may reasonably pay or incur in connection
with (1) the administration, enforcement, defense or preservation of any rights or security in
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respect of this Agreement or the Trust Agreement, (if) the pursuit of any remedies under the
Trust Agreement or this Agreement or otherwise afforded by law or equity, (iii) the violation by
the City of any law, rule or regulation, or any judgment, order or decree applicable to it or (iv)
any litigation or other dispute in connection with the Trust Agreement or this Agreement or the
transactions contemplated therehy, other than amounts resulting from the failure of the
Certificate Insurer to honor its obligations under Certificate Insurance Policy; provided that the
foregoing ohligation shall be strictly imited to defaults with respect to the City, The Certificate
Insurer shall have the right 1o charge a reasonable fee as a condition fo executing any
amendment, wairver or consent proposed in respect of the Trust Agreement or this Agreement.

(b} The City will provide the Certificate Insurer with its annual budget within 30 days
of its adoption and its annual audited financial statements within 210 days after the end of the
City's Fiseal Year

{c} The City shall not enter into an interest rate swap agreement with respect to
payment obligations payable from System Revenues without the prior consent of the Certificate
Insurer.

ARTICLE Vil
PREPAYMENT OF INSTALLMENT PAYMENTS

section 7.1 Prepayment. The City shall have the right at any time or from time to time
from any available funds to prepay all or any part of the Installment Payments; provided that any
prepayment of a principal component of the Installment Payments to be applied to the
prepayment or deleasance of Certificates shall be in an amount sufficient to provide for such
prepayment or defeasance of Certificates in Authorized Denominations and otherwise in
accordance with the provisions of the Trust Agreement. The Corporation shall accept such
prepayments when the same are tendered by the City. All prepayments of Instailment Payments
made by the City pursuant to this Section shall be deposited upon receipt with the Trustee in the
appropriate account in the Debt Service Fund specified by the City.  All amounts in the
Frepayment Account shall be applied to the pavment, prepayment or proviston for the payment,
of Ouistandmg Certificates in the manner and subject (o the terms and conditions set forth in the
Trust Agreement as divected in a Certificate of the City.

With respect to prepayments of Instaliment Payments pursuant to this Section, the City
shall determime which Installment Payments are to be prepaid, including the principal component
of the Instaliment Payment due on each Istaliment Payment Date to be paid or prepaid with
such prepayments. and, subject to the provisions of this Section, the date on which each such
prepayment is fo be made. Before making any prepayment pursuant to this Section, the City
shall give written notice to the Corporation specifying the date on which the prepayment will be
paid, which date shall be not less than fifty (50} days from the date such notice is given;
vrovided, tha notwithstanding any such prepayment, the City shall not be relieved of its
obhgations hereunder, including specifically its obligations under Article 1V, until all Installment
Payments shall have been fully paid or provision for payment thereof shall have been made
pursuant to Section 9.1,

DOUSLA L4100 .
AUATHRR 1o




ARTICLE VIII
EVENTS OF DEFAULT AND REMEDIES OF THE CORPORATION

Section 8.1, Events of Default apd Acgceleration of Maturities.  There shall be an
Agreement Event of Delaunlt if one or more of the following shall happen, that is to say --

(hH i default shall be made by the City in the due and punctual payment of
any Installment Payment or any other Parity Debt when and as the same shall
hecome due and payable;

{23 if default shall be made by the City in the performance of any of the other
agreements or covenants required herein to be performed by it, and such default
shall have continued for 2 period of thirty (30) days after the City shall have been

given notice in writing of such default by the Corporation or the Trustee; provided
hat such default shall not constitute an Agreement Event of Default hereunder if
he City shall commence to cure such default within such thirty (30) day period
and thereafter diligently and in good faith shall proceed to cure such default
withmn a reasonable period of time;

¢
t

{3 i the City shall file a petition or answer seeking arrangement or
reorganization under the federal bankruptcy laws or any other applicable law of
the United States of America or any state therein, or if a court of competent
jurisdiction shall approve a petition filed with or without the consent of the C ity
seeking fzz‘rangcnmzi or wosgd nization under the federal bankruptey laws or any
other applicable law of the United States of America or any state therein, or if
under the provisions of any other law for the relief or aid of debtors any court of
competent jurisdiction shall assume custody or control of the City or of the whole
or any substantial part of its property; or

(4) if payment of the principal of any Parity Debt is accelerated in accordance
with its termas;

then, and 1 cach and every such case during the continuance of an Agreement Event of Default
specilied 1o clauses (3) and (4) above, the Corporation shall, and for any other Agreement Event

of Default the Corporation may (and at the direction of the Certificate Insurer, shall), by notice m
writing to the Cily, declare all unpaid principal components of the Installment Payments and the
acerued mterest thereon to be due and payable immediately, and upon any such declaration the
same shall become immediately due and pavable; provided that any such declaration of
acceleration shall be subject to the prior written consent of the Certificate Insurer. This
subsection however, 1s subject to the condition that if, at any time after all unpaid principal
components ol the Installment Payments and the acerued interest thereon shall have been so
declared due and payable and before any judgment or decree for the payment of the moneys due
shall have been obtained or entered, the City shall deposit with the Corporation a sum sufficient
to pay the unpaid principal components and interest components of the Installment Payments
then due and payable {other then the principal components of the Installment P ayments and the
accrued interest thereon due and payable solely by reason of such declaration), with interest on
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such overdue Installment Payments at the highest rate applicable to the remaiing unpaid
principal component of the Installment Payments, and the reasonable expenses of the
Corporation, the Trustee and the Certificate Insurer shall have been paid or provision deemed by
the Corporation, the Trustee or the Certificale insurer, as applicable, to be adequate shall have
been made therefor. and any and all other Agreement Events of Default shall have been made
good or cured 1o the satisfaction of the Corporation and the Certificate Insurer or provision
deetied by the Corporation and the Certificate Insurer to be adequate shall have been made
therelor, then and in every such case the Corporation and the Certificate Insurer, by written
notice to the City, may rescind and annul such declaration and its consequences; but no such
rescission and annulment shall extend to or shall affect any subsequent default or shall impair or
exhaust any right or power consequent thereon.

Section 8.2, Application of Funds Upon Acceleration. Upon the date of the declaration
of acceleration as provided in Section 8.1, all System Revenues thereafter received shall be
applied in the following order (subject to the applicable provisions of Prior Agreements) -

Eirst, to the payment, without preference or priority, and in the event of any insufficiency
of such System Revenues ratably without any discrimination or preference, of the fees, costs and
expenses of the Corporation and Trustee and the trusiee for any other Panity Debt, if any, in
carrying out the provisions of this article, including reasonable compensation (o accountants and
counsel and similar costs with respect to Parity Debt;

Second, to the payment of Operation and Maintenance Costs:

Thid, to the payment of all unpaid principal components of the Instaliment Payments and
the unpaid primeipal amount of all other Parity Debt and the acerued interest thereon, with
interest on the overdue installment Payments at the highest rate of interest applicable to the
unpaid principal components of the Installment Payments and, with respect to such other Parity
Debt. as required by the terms of such other Parity Debt; and

rourth, to the Certificate Insurer, any amounts owed pursuant to Sections 5.2(b), 6.20 and

&.1. and fo amounts due to any provider of credit enhancement for other Parity Debt.

Section 8.3, Other Remedies of the Corporation. In addition to remedies elsewhere
provided in this Agreement, upon the continuance of an Agreement Bvent of Default, the
Corporation shall have the right with the written consent of the Certificate Insurer and shall at the
direction of the Certtficate Insurer:

{al by mandamus or other action or proceeding or suit at law or in equity, to enforce
its rights agamst the City or any divector, officer or employee thereof, and to compel the City or
any such director, officer or employee to perform and carry out its or his duties under applicable
law and the agreements and covenants required to be performed by 1t or him contained herein;

{b) by suit 1 equity, to enjoin any acts or things which are unlawfil or vielate the
rights of the Corporation;

{c) by suit m equity, to require the City and its directors, officers and employees to
account as the trusiee of an express trust; or
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{d} by mandamus or other action or proceedin g or suit at law or in equity, to pursue
any other remedy now or hereafter existing in law or in equity or by statute or otherwise to
enforce the performance of the City’s obligations hereunder and to otherwise protect the
Corporation’s rights and interests in connection with this Agreement.

Notwithstanding anvthing contained herein, the Corporation shall have no security
wterest 1n or mortgage on the Project, the System or other facilities of the City or any other real
property of the City and no default hereunder shall result in the loss of the Project, the System or
other factlitics of the City or any other real property of the City.

Section 8.4, Non-Walver. Nothing in this article or in any other provision hereof shall
alfect or impair the obligation of the City, which is absolute and unconditional, to pay the
Installment Payments to the Corporation at the respective due dates from the System Net
Revenues, the System Revenue Fund and the other funds pledged for such payment, or shall
alfect or impair the right of the Corporation, which is also absolute and unconditional, to institute
suit to enforce such payment by virtue of the contract embodied herein.

A walver of any default or breach of duty or contract by the Corporation shall not affect
any subsequent default or breach of duty or contract or impair any rights or remedies on any such
subsequent default or breach of duty or contract. No delay or omission by the Corporation to
exercise any Tight or remedy aceruing upon any default or breach of duty or contract shall impair
any such right or remedy or shall be construed to be a waiver of any such default or breach of
duty or contract or an acquiescence therein, and every right or remedy conferred upon the
Corporation by applicable law or by this article may be enforced and excreised from time o time
and as often as shafl be deemed expedient by the Corporation.

[Fany action, proceeding or suit to enforce any i ght or exercise any remedy is abandoned
or determined adversely to the Corporation, the City and the Corporation shall be restored 1o
their former positions. rights and remedies as if such action, proceeding or suit had not been
brought or taken.

Section 8.5, Remedies Not Exclusive. No remedy herein conferred upon or reserved to
the Corporation 1 intended 1o be exclusive of any other remedy, and each such remedy shall be
cumulative and shall be in addition to every other remedy given hereunder or now or hereafter
existing in law or m equity or by statute or otherwise and may be exercised without exhausting
and without vegard to any other remedy conferred by any other law.

bection 8.6, Noticgs.  Notwithstanding any other provision hereof, the Trustee shall
mmediately notify the Certificate Insurer if at any time there are insufficient moneys to make
any Installment Payments as required and mmediately upon the occurrence of any Agreement
tvent of Default hereunder.

ARTICLE IX
DISCHARGE OF OBLIGATIONS

Section 9.1, Discharge of Installment Payments. The principal component of any

Instaliment Payment, and the interest component of the Installment Payments on such principal

and oS
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component, shalt be deemed paid and all obligations of the City with respect thereto shall cease
and terminate (except for payment from deposited funds and Defeasance Securities as provided
i Article IX of the Trust Agreement) when the Certificates evidencin g an ownership interest in

such principal component of the Installment Payments and the interest thereon, have been paid or
deemed patd in accordance with the applicable provisions of Article IX of the Trust Agreement.

section 9.2 Accounting and Discharee Instruments.  After the payment, or provision
for the payment as provided in Section 9.1, of all Installment Payments and prepayment
premivms, if any, and payment in full of all fees and expenses of the Corporation and the
Trustee, the Corporation, upon request of the City, shall cause an accounting for such period or
periods as may be requested by the City to be prepared and filed with the City and the
Corporation shall execute and deliver to the City all such instruments as may be necessary or

desirable to evidence such total discharge and satisfaction of this Agreement.

ARTICLE X

MISCELLANEOUS

section 101, Liability of City Limited to System Revenues. Notwithstanding anything
contained herein, the City shall not be required to advance any moneys derived from any source
of income other than the System Revenues, the System Revenue Fund and the other funds
provided herem for the payment of the lnstallment Payments or for the performance of any
agreements or covenants requived to be performed by it contained herein,  The City may.
however, advance moneys for any such purpose so long as such moneys are derived from a
source legally avaiable for such purpose and may be legally used by the City for such purpose.

The obligation of the City to make the Installment Payments and any other payments
hereunder 1s a special obligation of the City payable solely from the System Net Revenues, and
does not constitute a debt of the City or of the State of California or of any political subdivision
thereot in contravention of any constitutional or statutory debt limitation or restriction.

Seetion 102, Successor Is Deemed  Included in all References o Predecessor.
Whenever either the City or the Corporation is named or referred (o herein, such reference shall
be deemed to melude the successor to the powers, duties and functions that are presently vested
fiothe City or the Corporation, and all assignees of the Cily or the Corporation permitted
ereunder. Al agreements and covenants required hereby to be performed by or on behalf of the
Uity or the Corporation shall bind and inure to the benefit of the respective successors and

L
assigns thereof whether so expressed or not.

§.

Section 103, Waiver of Personal Liability. No director, officer or employee of the City
shall be mdividually or personaily liable for the payment of the Installment Payments or be
subject to any personal hability by reason of the execution of this Agreement or the execution
and delivery of the Certificates,

seetion 104, Artiele and Section Headings, Gender and References. The headings or
titles of the several articles and sections hereof and the table of contents appended herete shall be

solely for convenience of reference and shall not affect the meaning, construction or effect
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hereof, and words of any gender shall be deemed and construed to include all genders. Al
references herein to “Articles,” “Sections” and other subdivisions or clauses are to the
corresponding articles, sections, subdivisions or clauses hereof and the words “hereby™,
“herem,” “hereof)” “herete,” “herewith” and other words of similar import refer to this

Agreement as a whole and not to any particular article, section, subdivision or clause hereol

Section 10,5, Partial Invalidity. 1f any one or more of the agreements or covenants or
portions thereof required hereby to be performed by or on the part of the City or the Corporation
shall be contrary to law, then such agreement or 4 agreements, such covenant or covenants or such
portions thercol shall be nuil and void and shall be deemed separable from the remaining
agreements and covenanis or portions thereof and shall in no way affect the validity hereof. The
City and the C o;po ration hereby declare that they would have excouted this Agreement, and each

and every other article, section, paragraph. subdivision, sentence, clause and phrase hereof,
nrespective of the fact that any one or more articles, sections, paragraphs, subdivisions,

sentences, clauses or phrases hereof or the application thereof to any person or circumstance may
be held 1o be unconstitutional, unenforceable or invalid,

Section 1006, Assignment.  The City may not assign this Agreement or any of
obhgations herevnder without the prior consent of the C orporation and any such assignment
without such consent shall be null and void.  The City acknowledges and agrees that the
tnstallment Payments, and certain of the Corporation’s rig ghts under this Agreement will be
assigned to the Trustee and pledged under the Trust Angeemc:n{ to the payment of the
Certificates. The City consents to such assignment.

;....,..

Section 107, California Law.,  THE INSTALLMENT PURCHASE AGREEMENT

SHALL BE CONSTRUED AND GOVERNED IN ACCORDANCE WITH THE LAWS OF

THE STATE OF CALIFORNIA WITH RESPECT TO CONTRACTS ENTERED INTO AND
TOBE PERFORMED IN CALIFORNIA .

Section 10.8. Effective Date. This Agreement shall become effective upon its execulion
and dehvery, and shall terminate when the provisions of Section 9.2 have been satisfied.

Section 10.9. Exeeution in Counterparts. This Agreement may be execuled in several
counterparts, cach of which shall be deemed an original, and all of which shall constitute but one
Ei!'i(f E}V;? Sare if'iSﬁ’UH’]CﬂL

section 1010, Indemnification of Corporation. To the fulfest extent permitted by law

the (ity agrees to indemmnify, hold harmless and defend the C orporation and the Trustee, dl’ld
vach of their respective officers, governing board members, directors, officials, employees,
attorneys and agents {collectively, the “Indemnified Parties™), against any and all losses,
damages. claims, actions, labilities, costs and expenses of any conceivable nature, kind or
character {including, without limitation, reasonable ¢ attorneys’ fees, litigation and court costs,
amounts paid m settlement and amounts paid to discharge judgments) to which the Indemnified
Parties, or any of them, may become subject under federal or state securities laws or any other
statutory law ar at common law or otherwise arising out of or based upon or in any way relating
oy
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(1} the Trust Agreement, this Agreement or the execution or amendment
thereof or in connection with transactions contemplated thereby, including the execution
and delivery of the Certificates;

(i) any act or omussion of the City or any of its agents, contractors, servants,
employees or licensees in connection with this Agreement or the Project, the operation of
the Project. or the condition, environmental or otherwise, ocoupancy, use, possession,
conduct or management of work done in or aboul, or from the planning, design,
acquisition, construction or development of, the Project or any part thereof,

(i} any hien or charge upon payments by the City to the Corporation and the
Trustee hereunder, or any taxes { including, without limitation, all ad valorem taxes and
sales taxes), assessments, impositions and other charges mmposed on the Corporation or
the Trustee in respect of any portion of the Project;

{iv}  any vielation of any environmental law, rule or regulation with respect to,
or the release of any toxic substance from, the Project or any part thereof]

(V) the defeasance and/or redemption, in whole or in part, of the Certificates:

(v} any unirue statement or misleading statement or alleged unfrue statement
or alleged misleading statement of a material fact fumished in writing by the City
contained In any offering statement or document for the Cerfificates or any of the
documents relating to the Certificates to which the City is a party, or any omission or
aileged omission from any offering statement or document for the Certificates of any
material fact necessary to be stated therein in order to make the statements made therein
by the City, i the Hght of the circumstances under which they were made, not
nusieading:

(viry  the Truslee's acceptance or administration of the trust of the Trust
Agreement, or the exercise or performance of any of its powers or duties thereunder or
under any of the documents relating to the Certificates to which it is a party; except (a) in
the case of the foregoing indemnification of the Trustee or any of their respective
officers, members, directors, officials, employees, attorneys and agents, to the extent such
damages are caused by the negligence or willful misconduct of such Indemnified Party;
or (h) in the case of the foregoing indemnification of the Corporation or any of its
otficers, members, directors, officials, employees, attorneys and agents, to the extent such
damages are caused by the willful misconduct of such Indemnified Party. In the event
that any action or proceeding is brought against any Indemnified Party with respect to
which indemnity may be sought hereunder, the City, upon written notice from the
fndemmified Party, shall assume the investigation and defense thereof, including the
employment of counsel selected by the Indemnified Party, and shall assume the pavment
of all expenses related thereto, with full power to litigate, compropuse or settle the same
m its sele discretion: provided that the Indemnified Party shall have the right to review
and approve or disapprove any such compromise or settlement. Fach Indemnified Party
shall have the right to employ separate counsel in any such action or proceeding and
pariicipate in the investigation and defense thereof, and the City shall pay the reasonable
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fees and expenses of such separate counsel, provided, however, that such Indemnified
Party may only employ separate counsel at the expense of the City if in its judgment a
conflict of interest exists by reason of common representation or if afl parties commonly
represented do not agree as to the action (or inaction) of counsel.

the nights of any persons to mdemnify hereunder and rights to payment of fees and
reimbursement of expenses pursuant to Section 4.2 shall survive the final payment or defeasance
of the Certificates and in the case of the Trustee any resignation or removal. The provisions of
this Section shall survive the termination of this Agreement,

Section 1011 Amendments. This Agreement may only be amended in accordance with
the terms of Trust Agreement. Any Rating Agency rating the Certificates shall receive notice of
cach amendment to this Agreement and a copy thereof at least 15 days in advance of its
execution.  The Certificate Insurer shall be provided with a full transcript of all proceedings
refating to any amendment or supplement hereto.
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INWITNESS WHEREOF, the parties hereto have executed and attested this Agreement
by thetr officers thereunto duly authorized as of the day and vear first written above.

CITY OF LODY

By:

City Manager

Attest:

City Clerk

APPROVED:

Interim City Attorney

LODIPUBLIC IMPROVEMENT
CORPORATION

By:

President

Altest:

Secretary of the Corporation

APPROVED:

Attarney for the Corporation
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KEXHIBIT A

DESCRIPTION OF THE PROJECT

The Project consists of the following additions, betierments, cxtensions, replacements and
improvements to the System:

Equipment for Phase 2 of the upgrade of the White Slough Water Pollution Control
Facility, including tertiary filters, UV disinfection equipment and aeration panels.

stallation of the above equipment along with associated equipment, structures and
appurienances.

Land acquired in commection with improvements and buffer zones for the White
Slough Water Pollution Control Facility.

Hquipment and other improvements associated with Phase 3 of the White Slough
Water Pollution Control Facility Improvement Project.

Improvements to the wastewater collection system and support facilities.

Engineering, environmental, legal and other expenses assoclated with the above
improvements.

the Project shall also include such other betterments, extensions, replacements and
improvements 1o the System as shall be specified in a Certificate of the City delivered to the
Trustee accompanied by a Favorable Opinion of Bond Counsel with respect to the payment of
the Costs of such additional betterments, extensions, replacements and improvements with the
proceeds of the Certificates.
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EXHIBITB

PRINCIPAL COMPONENTS OF INSTALLMENT PAYMENTS

The principal components of the Installment Payments shall consist of the sum of the
following amounts, with cach said principal component being pavable on the 15th day of the
month preceding the date for such principal component set forth below and with each such
principal component bearing interest at the interest rate per annum set forth below:

Due Date Principal Component Interest Rate
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EXHIBIT C

SCHEDULE OF INSTALLMENT PAYMENTS AS OF DELIVERY DATE

Az ol the Delivery Date, the Installment Payments consist of the following amounts of
p;.ﬂc ipal components  and interest components and are payable on Installment Payment Dates
s i
which are the 157 day of the month preceding each of the dates set forth below:

Drate Principal Component Interest Component Total
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OH&S Draft of
April 16, 2004

TRUST AGREEMENT

by and between

LODUPUBLIC IMPROVEMENT CORPORATION

and

UNION BANK OF CALIFORNIA, N.A.,

as Trustee

Dated as of May 1, 2004
Relating to

Citv of Lodi
Wastewater System Revenue
Certificates of Participation
2004 Series A
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TRUST AGREEMENT

THIS TRUST AGREEMENT, dated as of May I, 2004 (the “Trust A greement”), by and
between the LODI PUBLIC IMPROVEMENT CORPORATION, a nonprofit, public benefit
corporation duly organized and existing under and by virtue of the laws of the State of California
(the “Corporation™, and UNION BANK OF CALIFORNIA, N.A., a national banking
association duly organized and existing under and by virtue of the laws of the United States of
America {the “Trustee™);

WITNESSETH:

WHEREAS, the Corporation is a nonprofit, public benefit corporation duly orgamzed
and existing under and pursuant to the laws of the State of California; and

WHEREAS, the Corporation is authotized and empowered to assist the City of Lodi, a
municipal corporation duly organized and existing under the laws of the State of California, in
connection with the financing of additions, betterments, extensions, replacements and
improvements o its System (capitalized terms used herein and not otherwise defined shall have
the meanings assigned such terms pursuant to Section 1.01 hereof); and

WHEREAS, m order to provide for the acquisition by the City of the additions,
betterments, extensions, replacements and improvements to the System constituting the Project,
the City and the Corporation have entered into the Agreement; and

WHEREAS, pursuant to the Agreement the City is to make certain Installment Pa yments
to the Corporation; and

WHEREAS, the City has determined that the consummation of the transactions
contemplated by the Agreement is necessary and proper for City purposes and is for the common
benefit of the City as a whole: and

WHEREAS, the lnstallment Payments and all of the Corporation’s rights and privileges
under the Agreement {other than rights to indemmnification and expenses) have been assigned and
transferred by the Corporation to the Trustee pursuant to this Trust Agreement; and

WHEREAS, in consideration of such assignment and the execution and entering into of
this Trust Agreement, the Trustee has agreed to execute and deliver the Certificates, with gach
Certificate evidencing a proportionate ownership interest in the Installment Payments; and

WHEREAS, the Corporation has determined that all acts, conditions and thin g5 required
by law 1o exist, to have happened and to have been performed precedent to and in connection
with the execution and delivery of this Trust Agreement do exist, have happened and have been
performed in regular and due time, form and manner as required by law. and the execution and
delivery of this Trust Agreement have been in all respects daly authorized;
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NOW. THEREFORE, in consideration of the premises and the mutual agreements and
covenants herein, and for other valuable consideration, the parties hereto do hereby covenant and
agree, as follows:

ARTICLE I
DEFINITIONS; EQUAL SECURITY

Section 101 Defipitions. Unless the context otherwise requires, the terms defined in
this section shall, for all purposes hereof and of any Supplemental Trust Agreement and of any
certificate, opéninn request or other document herein or therein mentioned, have the meanings
herein specified such defmitions to be equally applicable to both the singular and plural forms of
any of the terms defined herem.

“Agreement” means the Installment Purchase Agreement, dated as of 1, 2004,
between the (ity and the Corporation, as originally executed and as it may from time to fime be
amended or supplemented in accordance herewith,

“Agreement Event of Default”™ means an event described in Section 8.1 of the
Agreement.

“Annual Debt Service™ means, for any Fiscal Year, the sum of (1) the interest accruing
on all Parity Debt during such Fiscal Year, assuming that all such Parity Debt is retired as
scheduled, plus (2) the prmupai amount {including principal due as sinking fund installment
paviments) allocable fo all Parity Debt in such Fiscal Year, calculated as if such principal
amounts were deemed to accrue datly during such Fiscal Year in equal amounts from, in each
case, the immediately preceding payment date for such principal or, with respect to the initial
principal payment date for such Parity Debt, the date of delivery of such Parity Debt (provided
that principal shall not be deemed to accrue for greater than a 365-day period prior to any
P nci; al payment dafe), as the case may be, to the next succeeding payment date for principal,
provided, that the following adjustments shall be made to the forcgomg amounts i the
ca E(‘ammm of Annual Debt Service:

{Ay  with respect to any Parity Debt bearmg or comprising interest at other than a fixed
interest rate, the rate of interest used to caloulate Annual Debt Service shall be (i) with respect to
such Parity Debt then outstanding, one hundred ten per cent (110%) of the greater of (1} the daily
average mterest rate on such Parity Debt during the twelve (12) calendar months next preceding
the chi of such catculation {or the portion of such twelve (12) calendar months that such Parity
Debt has borne interest) or (21 the most recent effective interest rate on such Parity Debt prior (o
the date of such calculation or (1) with respect to Parity Debt then proposed to be issued, the
then current Mumcipal Market Data General Obligation Yield for 2 maturity comparable to the
maturity of the applicable Parity Debt as published in The Bond Buver (or if The Bond Buyer or
such vield 15 1o longer published, such other published similar index as shall be selected by the
v

(B} dth respect fo any issue or series of Parity Debt baving twenty-five per cent

{259 or more 0? the aggregate principal amount thereof due in any one Fiscal Year, Annual
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Debt Service shall be calculated as if the interest on and principal of the Parity Debt of such issue
or series were being paid in substantially equal annual amounts over the term of such Parity
Diebt; provided, however that the full amount of scheduled payments of interest and prmmpai of
such P@nm i2ebt shall be included i Annual Debt Service if the date of calculation is within 24
months of the date on which such twenty-five percent (25%) or more of aggregate principal
amount becomes due;

(Y with respect to any Parity Debt or portions thereof bearing no interest but which
are sold at a discount and which discount accretes with respect to such Parity Debt or portions
thereot, such acereted discount shall be treated as due when scheduled to be paid;

{1} Annual Debt Service shall not include interest on Parity Debt which is to be paid
from amounts constituting capitalized interest:

{E) 1f an mterest rate swap agreement is in effect with respect to, and is payable on a
parity with, any Parity Debt, no amounts payable under such interest rate swap agreement in
addition to debl service payable with respect to such Parity Debt shall be included in the
caleulation of Annual Debt Service unless, in the applicable Fiscal Year, the sum of (1) the
mierest payable op such Parity Debt, plus (ii) the amounts payable by the City under such
interest rate swap agzcmzu}t less (i11) the amounts receivable by the City under such interest rate
swap agreement, is greater than the interest payable on such Parity Debt, in which case the net
amount of payments to be made by the City under such interest raie swap agreement that exceed
the interest to be paid on such Parity Debt shall be included in such calculation, and for this
purpose, the variable amount under any such interest rate swap agreement shall be determined in
accordance with the procedure set forth ia subparagraph (A) of this definition; and

(3 Repayment Obligations payable on a parity with Parity Debt shail be deemed to
be payable at the scheduled amount due under such Repayment Obligation and for this purpose,
the variable mierest amount included in any such Repayment Obli gation shall be determined in
accordance with the procedure set forth in subparagraph {A) of this definition.

“Authorized Denomination” means $5,000 or any integral s multiple thereo!

“Beneficial Owners” means those individuals, partnerships, corporations or other entities
for whom the Direct Participants have caused DTC to hold Book- -Entry Certificates.

“Bond Counsel” means any attorney at law or firm of attorneys of nationally recognized
standing in matiers pertaining to the federal tax exemption of interest on obligations of states and
p{??i{ic&? subdivisions, selected by the City and duly admitted to practice law before the highest
caurt of any state of the United States of *smmul

“Book-Eniry Certificates” means the Certificates registered in the name of the nominee
FDTC, or any successor sccurities depository for the Certificates, as the registered owner
thereol pursuant to the terms and provisions of Section 2.13 hereof

“Business Day” means any day other than a Saturday, a Sunday or a day on which banks
located in the city where the Corporate Trust Office is located, are required or authorized to
remain closed.
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“Certificate Insurance Policy” means the policy or policies of municipal bond insurance
issued by the Certificate Insurer with respect to the Certificates.

“Certilicate of Completion™ means a City Certificate certifying that all Costs of the
Project to be paid from the Improvement Fund have been disbursed or reserved.

“Certificate Insurer” means and 1is successors and
assigns,

“Certificate of the City” means an instrument in writing signed by the Mayor, the City
Munager or the Director of Finance of the City, or by any other officer of the City duly
authorized by the City for that purpose, such authorization to be evidenced by a certificate
verilying the specimen signatures of such officers at the request of the Trustee.

“Certificate of the Corporation” m eans an mstrument in writing signed by the President
ol the Corperation or by any other officer of the Corporation duly authorized by the Corporation
for thal purpose.

“Certificate Payment Date” means, with respect to each Certificate, the applicable date
et forth in Section 2.02(a) hereof.

“Certificate Register” means the books for the registration and transfer of the Certificates
kept by the Trustee pursuant to Section 2.10 hereof.

“Certificates” means the City of Lodi Wastewater System Revenue Certificates of
Participation, 2004 Series A, evidencing the proporiionate interests of the owners thereof in the
mstallment Payments, executed and delivered by the Trustee pursuant to this Trust Agreement
and then Outstanding under this Trust Agreement.

Sy means the City of Lodi, mumupdi corporation duly organized and existing under
and by virtue of the laws of the State of Californis.

“Code” means the Internal Revenue Code of 1986, as amended, and the r‘,gu}aisom of the
United States Department of the Treasury issued thereunder, and in this regard reference (o any
particular section of the Code shall include reference to Ali successors to such section of the
Code.

“Continuing Disclosure Agreement” means the Continuing Disclosure Agreement
executed by the City with respect to the Certificates.

“Corpor <11C Trust Office™ means, with respeet to the Trustee, the principal corporate trust
office of the Trustee in San Francisco. California or such other office designated by the Trustee
from nime to time.

“Corporation” means the Lodi Public Improvement Corporation, a nonprofit, pubhe
benetit corporation duly organized and existing under and by virtue of the laws of the State of
California.

DHUSL AL 404451 4
A04G0-R P ﬂim




“Cost” means, with respect to the Project, the costs, expenses and labilities paid or
incurred or to be paid or incurred by the City in connection with the planning, engineering,
desigmng, acquiring, constructing, installing, and financing of the Project or any portion thereof,
and the obtaining of all governmental approvals, certificates, permits and licenses with respect
thereto, meluding, but not limited to, the cost of any demolitions or relocations necessary in
connection therewith, any good faith or other similar payment or deposits, the cost of acquisition
by or for the City of real and personal property or any interests therein, costs of physical
construction and costs of the City incidental to such construction or acquisition, all costs relating
Lo injury and damage claims, the costs of any indemnity or surety bonds and premiums on
msurance, including obligations to a stock, mutual or reciprocal insurance company or exchange,
preliminary investigation and development costs, engineering fees and expenses, contractors’
fees and expenses. the costs of labor, materials, equipment and utility services and supplies, legal
{ees and expenses. administration and general overhead expenses and costs of keeping accounts
and making reports required by this Trust Agreement prior to or m connection with the
completion of construction, and all federal, state and local taxes and payiments m lteu of taxes
tegally required to be paid in connection with the Project duning the period of construction
thereot and shall include reimbursements to the City for any of the above items theretofore paid
by or on behalf of the City. 1t is ntended that this definition of Cost be broadly construed to
encompass all costs, expenses and labilities of the City which are chargeable to the capital
accounts of the Project 1 accordance with generally accepted accounting principles.

“Losts of Issuance” means all items of expense directly or ndirectly payable by or
retmbursable to the City or the Corporation and related to the authorization, execution and
delivery of the Agreement, this Trust Agreement and the sale of the Certificates, including, but
hot limited to. costs of preparation and reproduction of documents. costs of rating agencies and
costs to provide information required by rating agencies, filing and recording fees, mitial fees
and charges of the Trustee, legal fees and charges, fees and disbursements of consultants and
professionals. fees and expenses of the underwriter, fees and charges for preparation, execution
and safckeeping of the Certificates, [ees of the Corporation and any other cost, charge or fee in
connection with the original execution and delivery of the Certificates,

“Cost of Issuance Fund™ means the fund so designated established pursuant to Section
3.00 hercot.
“Debt Service Fund” means the fund by that name established pursuant to Section 3.02
hereot,
“Deteasance Securities” mean the following:
A United States Treasury Certificates, Notes and Bonds {(including State and Local
Government Series),

1. Direct obligations of the Treasury which have been stripped by the Treasury
iselt, CATS, TIGRS and similar securities.




. Resolution Funding Corp. (“REFCORP™) Only the interest component of
REFCORP strips which have heen stripped by request to the Federal Reserve
Bank of New York in book entry form are acceptable.

B3 Pre-refunded municipal bonds rate “Aaa” by Moody’s and “AAA” by S&P. If
however, the issue is only rated by S&P (1.e., there is no Moady’s rating), then the
pre-refunded bonds must have been pre-refunded with cash, direct United States
or United States guaranteed obligations, or *AAA” rated pre-refunded municipals
to satisty this condition.

E. Obligations 1ssued by the following agencies which are backed by the full faith
and credit of the United States:

I United States Export-Import Bank
Direct obligations or fully guaranteed certificates of beneficial ownership
2. Farmers Home Administration ( “FmHAT)
Certificates of beneficial ownership
3 Federal Financing Bank
4, General Services Admunistration
Participation certificates
5. United States Maritime Administration
Guaranteed Title X1 financing
0. United States Department of Housing and Urban Development
Project Notes
Local Authority Bonds
New Communities Debentures — United States government guaranteed
debentures
United States Public Housing Notes and Bonds — United States
government guaranteed public housing notes and bonds.
“Delivery Drate” means , 2004,

“Direct Participants” means those broker-dealers, banks and other financial mstitutions
from time to timie for which DTC holds the Certificates as securities depository.

CRTCT means The Depository Trust Company, New York, New York, a limited purpose
trust company organized under the New York Banking Law, or any SuUCCessor seourlifies
depositary for the Certificates.

“Favorable Opinion of Bond Counsel” means, with respect to any action requiring such
an opinion, an Opinion of Counsel from a Bond Counsel to the effect that such action, in and of
itself, will not adversely affect the Tax-exempt status of interest evidenced and represented by
the Certificates,
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“Fiscal Year” means the period beginning on July 1 of each year and ending on the last
day of June of the next succeeding year, or any other twelve month period selected and
designated as the offictal Fiscal Year of the City.

“Fiteh” means Fitch, Inc., a corporation duly organized and existin g under and by virtue
of the laws of the State of Delaware, and its successors or assigns, except that if such corporation
shall be dissolved or liquidated or shall no longer perform the services of a municipal securities
rating agency, then “Fiich” shall be deemed to refer to any other nationally recognized municipal
securifies rating agency rating Parity Obligations at the Request of the City.

“Generally  Accepted  Accounting Principles” means the uniform accounting  and
reporting procedures set forth in publications of the American Institute of Certified Public
Accountants or its successor, or by any other generally accepted authority on such procedures,
and includes. as applicable, the standards set forth by the Governmental Accounting Standards
Board or its successor,

“improvement Fund” means the fund by that name established pursuant to Section 3.05
liereot.

“lndependent Certified Public  Accountant” means any firm of certified public
accountants appointed by the City, which is independent of the City and the Corporation
purstant 1o the Statement on Auditing Standards No. 1 of the American Institute of Certified
Public Accountants,

“information Services” means Financial Information, Inc.’s “Daily Called Bond Service,”
30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302; Fitch “Called Bond
Department,” 5250 Center Dinive, Suite 150, C harlotte, NC 28217; S&P “Called Bond Record.”
35 Water Street, New York, New York 10041 or, in accordance with then current guidelines of
the Securities and Exchange Commussion, such other addresses and/or such other services
providing information with respect to calied bonds as the City may designate in a Certificate of
the City delivered 1o the Trustee.

“instatlment Payment Date” means the fifteenth dav of the month prior to each Interest
Pavment Date, or f said date is not a Busipess Day, then the preceding Business Day.

“Instaliment Payments” means the Installment Payments of interest and principal
scheduled to be pard by the City pursuant fo Section 4.2 of the A greement.

“Interest Account” means the account by that name in the Debt Service Fund established
pursuant to Section 3,03 hereof.

“Interest Payment Date” means April 1 and October 1 of cach yvear commencing October
1, 2004,

“Maximum Annuval Debt Service” means, as of any date of calculation, the largest
Amual Debt Service during the period from the date of such calculation through the f{inal
maturity date of all Panty Debt,
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Moody's™ means Moody’s Tnvestors Service, a corporation duly organized and existing
under and by virtue of the laws of the State of Delaware, and its successors and assigns, except
that 1f such corporation shall be dissolved or hquidated or shall no longer perform the services of
& municipal securities rating agency, then the term “Moody’s” shall be deemed to refer to any
other nationally recognized municipal securities rating agency selected by the City.

“Net Proceeds” means. when used with respect to any casualty insurance or
condemnation award, the proceeds from such insurance or condemnation award remaining after
payment of all expenses (including attorneys’ fees) incurred in the collection of such proceeds.

CH9YT Prior Agreement” means the Installment Sale Agreement, dated as of December 1,
1991 between the Corporation and the City, as the same may be amended and supplemented.

“Operation and Maintenance Costs” means the reasonable and necessary costs paid or
meurred by the City for maitntaining and operating the System, determined in accordance with
Generally Accepted Accounting Principles, including all reasonable expenses of management
and repair and all other expenses necessary to maintain and preserve the System in good repair
and working order, and including all administrative costs of the City that are charged directly or
apportioned to the operation of the System, such as salaries and wages of employces, overhead,
taxes {if any) and msurance premiums (including payments required fo be paid into any seif-
msurance funds), and including afl other reasonable and necessary costs of the City or charges
required to be paid by it to comply with the terms hereof or of any Supplemental Agreement or
of any resolution authorizing the execution of any Parity Obligations, such as compensation,
reimbursement and indemnification of the Trustee and the Corporation, fees and expenses of
Independent Certified Public Accountants and deposits to the Rebate Fund; but excluding in all
cases (i} pavment of Parity Debt and Subordinate Obligations, (i1} costs of capital additions,
replacements,  belterments, extensions or improvements which under Generally  Accepted
Accounting Principles are chargeable to a capital account, (iil) depreciation, replacement and
obsolescence charges or reserves therefor and amortization of mtangibles, and (iv) transfers from
the Bystem Revenue Fund to other funds or accounts of the City other than the administrative
costs of the Oty described above.

“Opmion Counsel” means a written opinion signed by an atiomey or firm of attorneys
selected by the City and duly admitied to practice law before the hi ghest court of any state of the
United States of America

“Outstanding,” means when used as of any particular time with respect to the
Certificates, means (subject to the provisions of Section 7.02 hereof) all Certificates theretofore

exceuted and debivered by the Trustee under this Trust Agreement except:

(1 Certificates theretofore cancelled by the Trustee or surrendered to the

Trustee for cancellation;
(23 Certificates for the payment or prepayment of which funds or Defeasance

Securifies, together with interest earned thereon, in the necessary amount shall have
theretofore been deposited with the Trustee (whether upon or prior to the maturty or
prepayment date of such Certificates) pursuant to Article IX hereof. provided that, if such
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Certificates are to be prepaid prior to maturity, notice of such prepayment shall have been
given as provided in Section 2.06 hereof or provision satisfactory to the Trustee shall

bave been made for the giving of such notice: and

(3} Certificates m hieu of or in exchange for which other Certificates shall
have been executed and delivered by the Trustee.

“Onwner” means any person who shall be the registered owner of any Certificate,
“Parity Debt” means the Installment Payments and any Parity Obligations.

“Parity Obligation Payments™ means the payments scheduled to be paid by the City under
and pursuant to the Parity Obligations, which payments are secured by a pledge of System Net
Revenues on a parity with the Installment Payments as provided herein.

“Partty Obligations™ means all obligations of the City authorized and executed by the
City, other than the Installment Payments, the Parity Obligation Payments under which are
secured by a pledge of the Svstem Net Revenues on a patity with the Installment Payments as
provided herein, including but not Hmited to any Repayment Obligations sccured by System Net
Revenues on a parity with the Installment Payments.

“Participating Underwriter” shall have the meaning ascribed thereto in the Continuing
Dnsclosure Agreement.

“Permitted Investments” mean any of the following obligations if and to the extent that
they are permiissible investments of funds of the City:

Al Direct obligations of the United States (including obligations issued or
hefd i book-entry form on the books of the Department of the Treasury, and CATS and
TIGRS) or obligations the principal of and interest on which are unconditionally
guaranteed by the United States.

B. Bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following federal agencies and provided such obligations are
backed by the full faith and credit of the United States {stripped securitics are only
permitted if they have been stripped by the agency itself):

i, Farmers Home Administration (“FmHA™)
Certificates of beneficial ownership

o]

Federal Housing Administration Debentures (“FHA™)

Lo

General Services Administration
Participation certificates
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4. Government National Mortgage Association ( CGNMAT
GNMA - guaranteed mortgage-backed bonds
GNMA - gnaranteed pass-through obligations (participation
certificates) (not acceptable for certain cash-floor sensitive issues)

5. United States Maritime Administration
Unaranteed Title XTI financing
6. United States Department of Housing and Urban Development
Project Notes
Local Authority Bonds
(. Bonds, debentures, notes or other evidence of indebtedness issued or

guaranteed by any of the following non-full faith and credit United States government
agencies (stnpped securities are only permitted if they have been stripped by the agency
geliy
I Federal Home Loan Bank System
Senior debt obligations

2. Federal Home Loan Mortgage Corporation (“FHLMC™
Participation Certificates
senior debt obligations

3 Federal National Mortgage Association { CENMAT
Mortgage-backed securities and senior debt obligations (excluded
are stripped mortgage securities which are valued greater than par
on the portion of unpaid principal)

4. Student Loan Marketing Association
Senior debt obligations

5. Resolution Funding Corporation oblisations (only the interest
component of REFCORP strips which have been stripped by
request to the Federal Reserve Bank of New York in book entry

form are acceptable)

0. Farm Credit System
Consolidated system-wide bonds and notes

D Money muarket funds registered under the Federal Investment Company
Act of 1940, whose shares are registered under the Federal Securities Act of 1933, and
having @ rating by S&P of “AAAM-G,” “AAA-m” or "AA-m” and if rated by Moody’s
rated “Aaa,” “Aal” or "Aa2” including funds for which the Trustee or any of 1ts
affillates (cluding any holding company, subsidiaries, or other affiliates) provides
mvestment advisory or other management services, provided such funds satisfy the
criteria herein contained.
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E. Certilicates of deposit secured at alf times by collateral described in (A}
and/or (B) above.  Such certificates must be issued by commercial banks (including
atfiliates of the Trustee), savings and loan associations or mutaal savings banks. The
collateral must be held by a third party and the bondholders must have a perfected first
security mterest in the collateral.

128 Certificates of deposit, savings accounts, deposit accounts or money
market deposits (including those of the Trustee and iis aftiliates) which are fully insured
by FDIC, including BIF and SAIF.

(. Investment Agreements, including Guaranteced Investment Agreements,
Forward Purchase Agreements and Reserve Fund Put Agreements acceptable (o the
Certificate Insurer,

H. Commercial paper rated, at the time of purchase, “Prime - 17 by Moody’s
and “A-1" or betier by S&P.

i Bonds or notes issued by any state or municipality which are rated by
Moody's and S&P in one of the two highest rating categories assi gned by such agencies.

J. Federal funds or bankers acceptances with a maximum term of one year of
any bank {including those of the Trustee and its affiliates) which has an unsecured,
aninsured and unguaranieed obligation rating of “Prime - 17 or “A3” or better by
Moody's and “A-17 or “A” or better by S&P.

K. Repurchase Agreements for 30 days or less must follow the following
criteria. - Repurchase Agreements which exceed 30 days must be acceptable to the
Certificate Insurer Repurchase agreements provide for the transfer of securities from a
dealer bank or securities finn (seller/borrower) to a municipal entity {buver/lender), and
the transfer of cash from a municipal entity to the dealer bank or securities firm with an
agresment that the dealer bank or securities firm will repay the cash plus a vield to the
municipal entity in exchange for the securities at a specified date.

L Repurchase agreements must be between the munjcipal entity and
a dealer bapk or securities firm

a. Primary dealers on the Federal Reserve reporting dealer list
which are rated “A” or better by S&P and Meoody’s, or

h Banks rated “A” or above by S&P and M oody’s.
2. The written repurchase agreements contract must include the
following:
Q. securtties which are acceptable for transfer are:
(1 Direct United States governments, or
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{(2) Federal agencies backed by the full faith and credit
of the United States government (and FNMA &

FHLMO)
b. Lhe term of a repurchase agreement may be up 1o 30 davs
C. The collateral must be delivered o the municipal entity,

frustee (if rustee is not supplying the collateral) or third
party acting as agent for the trustee (if the trustee is
supplying the collateral) before/simultaneous with payment
(perfection by possession of certificated securities),

d. Yaluation of Collateral

(H The securities must be valued weekly, marked-to-
market at current market price plus accrued interest

{a) The value of collateral must be equal to
104% of the amount of cash transferred by
the municipal entity to the dealer bank or
security firm under the repo plus accrued
interest. If the value of securities held as
collateral slips below 104% of the value of
the cash transferred by municipality, then
additional cash and/or acceptable securitios
must be transferred. 1f, however, the
securities used as collateral are FNMA or
FHLMC, then the value of collateral must
equal 105%.

LS A legal opinion must be delivered to the municipal entity to the
effect that the repurchase agreement meets guidelines under state
law for legal mvestment of public funds.

L. Any state administered pool investment fund in which the City is
statutorily permitted or required to invest will be deemed a permitted investment,
meluding. but not limited to the Local Agency Investment Fund in the freasury of the
State,

“Person”™ means an individual, corporation, firm, association, partnership, trust, or other
legal entity or group of entities, including a governmental entity or any agency or political
subdivision thereof,

“Pledge Law™ mean Section 5451 of the Government Code of the State of California and
n cach case all laws amendatory thereof or supplemental thereto,

“Prepayment Account” means the account by that pame in the Debt Service Fund
established pursuant to Section 3.03 hereof
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“Principal Account” means the account by that name in the Debt Service Fund
estabhished pursuant to Section 3.03 hereof,

“Prior Agreements” mean the 1991 Prior Agreement and the 2003 Prior A greement.

“Project” means the additions, betterments, extensions, replacements and improvements
to the System described or provided for in Exhibit A to the Agreement.

“Purchase Price”™ means the principal components of the Installment Payments plus
mierest on the unpaid portion of such principal components owed by the City to the Corporation
under the terms of the Agreement as provided in Section 4.1 of the Agreement.

“Rate Stabihzation Fund” means the fund by that name referred to in Section 5.4 of the
Agreement.

“Rating Agencies”™ mean Moody's, S&P and Fitch, and their respective Successors or
assigns, or any other nationally recognized securities rating agency or agencies rating the
Certificates or any outstanding Parity Obligations at the request of the City.

“Rebate Fund”™ means the fund by that name established pursuant to Section 3.05 of this
Frust Agreement and provided for in Section 6.17 of the Agreement.

“Record Date” means the fifteenth day of the month prior to an Interest Payment Date
whether or not 4 Business Day,

“Repayment Obligation™ means the reimbursement obligation or any other payment
obligation of the City under a written agreement between the City and a credit provider to
reimburse the credit provider for amounts paid pursuant to a credit facility for the payment of the
principal amount or purchase price of and/or interest on any Parity Debt,

“Representation Letter”™ means the letter of representation to The Depository Trust
Company, New York, New York, from the ity

“Reserve Fund” means the fund by that name established pursuant to Section 3.04 hereof,

“Reserve Fund Requirement” means with respect to the Certificates, as of any date of
determination, the least of (a) ten percent (10%) of the initial offering price to the public of the
Certificates as determined under the Code, or (b) the greatest Annual Debt Service with respect
to the Instaliment Payments in any Fiscal Year during the period commencing with the Fiscal
Year m which the determination is being made and terminating with the last Fiscal Year in which
any Installment Payment is due, or (¢} one hundred twenty-five percent (125%) of the sum of the
Anmual Debt Service with respect to the Installment Payments for afl Fiscal Years during the
period commencing with the Fiscal Year in which such calculation is made (or if appropriate, the
Brst full Fiscal Year foliowing the execution and delivery of the Certificates) and terminating
with the fast Fiscal Year in which any Installment Payment is due, divided by the number of such
Fiscal Years, all as computed and determined by the C ity and specified in writing to the Trustee;
provided, that such requirement (or any portion thereof) may be provided by the Reserve Policy.
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“Reserve Policy” means the debt service reserve poticy issued by the Certificate Insurer
which shall be deposited in the Reserve Fund pursuant to Section 3.04 hereof to satisfy the initial
Reserve Fund Requirement upon the execution and delivery of the Certificates.

“S&PT means Standard & Poor’s Ratings Service, a corporation duly organized and
existing under and by virtue of the laws of the State of New York, and its successors or assigns,
except that if such entity shall be dissolved or liquidated or shall no longer perform the services
oF a municipal securities rating agency, then “S&P” shall be deemed to refer to any other
nationally recognized municipal securities rating agency rating Parity Obligations at the Request
of the City.

.

“Securities Depositaries” mean:  The Depository Trust Company, 711 Stewart Avenue,
Garden City, New York 11530, Fax (516) 227-4039 or 41 80; or, in accordance with then-current
guadelines of the Securities and Exchange Commission, such other securitics depositaries as the
Corporation may designate in a Certificate of the Corporation to the Trustee.

TRtate’” means the State of California.

“Subordinate Obligations” means the obligations of the City that are payable from
System Net Revenues on a basis that is subordinate to the payment of Parity Debt.

“Supplemental Trust Agreement” means any trust agreement then in full force and effect
which has been duly exccuted and delivered by the Corporation and the Trustee amendatory
hereof or supplemental hereto: but only if and to the extent that such Supplemental Trust
Agreement 1s specifically authorized hereunder.

“system” means the whole and cach and every part of the system of the City for the
collection, treatment and disposal of wastewater, including the portion thereof existing on the
date hereof. and including all additions. betterments, extensions and improvements to such

svslem or any part thereof hereafter acquired or constructed.

“System Net Revenues™ means for any period System Revenues less Operation and
Mamtenance Costs for such period; provided that certain adjustments in the amount of System
Net Revenue for a Fiscal Year may be made in connection with amounts deposited in and
transferred from the Rate Stabilization Fund as provided in Section 5.4 of the Agreement.

“hystem Revenue Fund” means the fund by that name referred to in Section 5.2 of the
Agrecment.

“System Revenues™ mieans all gross income and revenue received or receivable by the
City from the ownership or operation of the System, determined in accordance with Generally
Accepted Accounting Principles, including all fees (including connection fees), rates, charges
and all amounts paid under any contracts received by or owed to the City in connection with the
operation of the System and all proceeds of insurance relating to the System and investment
income allocable to the System and all other income and revenue howsoever derived by the City
from the ownership or operation of the System or arising from the System. System Revenues for
any Fiscal Year shall include, for the purposes permitted by the Agreement, amounts fransferred
to the System Revenue Fund from the Rate Stabilization Fund during such Fiscal Year.
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“lax Certificate” means the Tax Certificate and Agreement, dated the date of the original
execution and delivery of the Certificates, with respect to the requirements of certain provisions
of the Code, as such certificate may from time to time be modified or supplemented in

accordance with the terms thereof, including all exhibits attached thereto.

Thax-exempt” means, with respect to interest on any obligations of a state or local
government, meluding the Interest Instaliments evidenced by the Certificates, that such mterest is
exchided from gross income for federal income tax purposes (other than in the case of a holder
of any such obligation who is a substantial user of the facilities financed with such obligations or
a related person within the meaning of Section 147(a) of the Code) whether or not such interest
15 mcludable as an item of tax preference or otherwise includable directly or indirectly for
purposes of caleufating tax habilities, including any alternative minimum tax or environmental
tax, under the Code.

“Trust Agreement” means this Trust Agreement, as originalty executed and as it may
from time to time be amended or supplemented in accordance with its terms.

“lrustee™ means Union Bank of California, N A acting in its capacity as trustee under
and pursuant to this Trust Agreement, and its successors and assi £ns.

“lrust Event of Default” means, with respect to this Trust A greement, an event described
m Section 8.0 hereof.

“2003 Prior Agreement” means the Installment Purchase A greement, dated as of October
b 2003, between the City and the California Statewide Communities Development Authority, as
the same may be amended and supplemented,

“Written Request of the City” means an instrument in writing signed by the Mayor, the
City Manager or the Finance Director of the City or their desi gnee, or by any other officer of the
Uity duly authorized by the City for that purpose, such authorization to be evidenced at the
request of the Trustee by a certificate verifying the specimen signatures of such officers.

“Wntten Request of the Corporation” means an instrument in writing signed bv the
President of the Corporation or by any other officer of the Corporation duly authorized by the
Corporation for that purpose.

section 102 Rules of Construction. The headings or titles of the several articles and
sections hereol and the table of contents appended hereto shall be solely for convenience of
reference and shall not affect the meaning, construction or offect hercof. All references herein to
“articles.” “sections” and other subdivisions or clauses are to the corresponding articles, sections,
subdivisions or clauses hereof: and the words “hereby,” “herein,” “hereof,” “hereto,” “herewith,”
“hereunder” and other words of similar import refer to this Trust A greement as a whole and not
o any particuiar article, section, subdivision or clause hereof.

References in this Trust Agreement and the Agreement (o the principal or principal
amount of Certificates shall refer to the principal component of the Installment Payments as to
which such Certificates ovidences a proportionate ownership interest. References in this Trust
Agreement and the Agreement to interest on Cerlificates or interest bormne by Certificates shall
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refer to the mterest component of the Installment Payments on the principal component of the
installment Payvments as to which such Certificates evidence proportionate ownership interests.

seetion LOS - Egueal Seearity. In consideration of the acceptance of the Certificates by
the Owners thereof, this Trust Agreement shall be deemed to be and shall constitute a contract
between the Corporation and the Owners from time to time of all Certificates authorized,
executed and delivered hereunder and then Outstanding to secure the full and final payment of
the interest, and principal and prepayment premiums, if any, evidenced by the Certificates which
may from time o tme be authorized, executed and delivered hereunder, subject to the
agreements, conditions, covenants and provisions contained herein; and all agreements and
covenants set forth herein to be performed by or on behalf of the Trustee shall be for the equal
aid proportionate benefit. protection and security of alf Owners without distinction, preference
OF Priority as to scourity or otherwise of any Certificates over any other Certificates by reason of
the number or date thereof or the time of authorization, execution or delivery thereof or for any
cause whatsoever, except as expressly provided herein or therein.

ARTICLE 11
THE CERTIFICATES

Section 2,01 The Certificates. (a) The Trustee is hereby authorized and directed to
exceute and deliver the Certificates in the aggregate principal amount of s \
evidencing proportionate ownership interests in the Installment Payments. The Certificates shall
be designated “City of Lodi Wastewater System Revenue Certificates of Participation 2004

Series A

section 202 General Terms of the Certificates. (a) Bach Certificate shall be dated
the Delivery Diate, and shall mature (subject to prior prepayment and acceleration) on its
Certificate Payment Date. The Certificates shall have Certificate Payment Dates on the dates
and i the principal amounts (evidencing principal components of the Installment Pavments
coming due on the Installment Payment Date immediately preceding each such Ceriificate
Payment Date) and shall bear interest (evidencing the interest components of the Installment
Paymenis with respect (o the related principal components of installment Payments and based on
a 360-day year consisting of twelve 30-day months) as set forth in the following schedule:

Certificate
Payment Date Principal Interest
S Amount Rate
2008
2000
2007
2008
2009
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Certificate
Payment Date Principal laterest
{ H Amoun( Rate

2014
2015
2016
2017
2018
2019

(h) The Certificates shall evidence interest with respect to the related pringipal
components of the Installment Payments from the Interest Payment Date next preceding the date
of execution thereof, uniess such date of execution is after a Record Date and on or before the
following Inferest Payment Date, in which event they shall evidence interest from such Interest
Payment Date, or unless such date of execution is on or before the Record Date for the first
Interest Payment Date for the Certificates, in which event such Certificate shall evidence interest
from the Delivery Date; provided, that if at the time of execution of any Ouistanding Certificate,
miterest evidenced by such Certificate is then in default, such Certificate shall evidence interest
from the Interest Payment Date to which interest has previously been paid or made available for
pavinent with respect to the Certificare,

{c} The Certificates shall be delivered only in Authorized Denominafions.
The Certificates shall be issued in substantially the form set forth in Exhibit A of this Trust
Agreement with such variations, insertions or omissions for the Certificates as are appropriate
and not inconsistent therewith and shall conform generally to the rules and regulations of any
governmental authority or usage or requirement of law with respect thereto. The Certificates
shall be numbered from one upward and may bear such additional letters, numbers, legends or
designations as the Trustee determines are desirable. The Certificates may be printed,
hithographed or tvpewritten.

{dy The principal of and premium, if any, and interest on the Certificates shall
be payuble in fawful money of the United States of America. Payment of interest on each
Certificate shall be made on ecach Interest Payment Date to the Person appearing on the
Certificate Register as the Owner thereof on the applicable Record Date, such interest to be paid
by the Trustee (1) to such Owner by check mailed by first class mail on the Interest Payment
Date, 1o such Owner’s address as it appears on the Certificate Register or at such other address as
has been furnished to the Trustee in writing by such Owner not later than the applicable Record
Date, or {(n) upon written request at least three Business Days prior to the applicable Record
Date, to the Owner of Certificates aggregating not less than $1,000,000 in principal amount, by
wire transfer in immediately available funds to an account maintained in the United States as
such Owner shall specify in its written notice: except, in each case, that if and to the extent that
there shall be a default in the payment of the interest due on such interest Payment Date, such




defaulted mterest shall be paid to the Owners in whose name {he Certificates are registered at the
close of busmess on the {ifth Business Day next preceding the date of payment of such defaulted
interest.  The principal of and premium, if any. on the Certificates shall be pavable by check of
the Trustee upon surrender thercof at the Corporate Trust Office of the Trustee,

{c) The Certificates shall be subject to prepayment as provided in Section 2.04
hereof.

Section .03 Progedure for the Delivery of Certificates.  The Trustee is hereby
authorized o execute and deliver the Certificates to the purchaser thereof upon the Written
Request of the Corporation and upon receipt of the proceeds of the sale thereof to be wired to the
Trustee and receipt of the Certificate Insurance Policy, the Reserve Policy, a Certificate of the
City stating that the conditions of Section 4.08(b) of the 1991 Pricr A greement to the Instaliment
Payments constituting Parity Debt (as defined in the 1991 Prior Agreement) are satisfied, and a
Certificate of the City stating that the conditions of Section 5.3 of the 2003 Prior Agreement to
the Installment Payments constituting Parity Debt (as defined in the 2003 Prior Agreement) are
satisfied,

Upon receipt of the proceeds of the sale of the Certificates from the purchaser
thereof in the amount of § _ {represeniing an aggregate principal amount of $
plus a premum of § _» less an Underwriter's discount of $ . less$  asthe
premium for the Certificate Insurance Policy and less $___ as the premium for the Reserve
Policy to be wired by such purchaser to the Certificate Insurer ), the Trustee shall set aside and
deposit such proceeds in the following respective accounts or funds:

¢l

{a) The Trustee shall deposit the sum of $ _ in the Costs of Issuance
Fund; and

{b} The Trustee shall deposit the balance of sueh proceeds m the Improvement
Fund.

Section 2.04  Prepayment.

{aj Cptional Prepavment. The Certificates maluring on and prior to October
I ___arc not subject to optional prepayment prior to their stated maturity dates. The
Certificates maturing on and after October 1, ___are subject to optional prepayment prior to
their stated maturity dates on any date on and after October | .+ as a whole or in part, at the

option of the City, from any source of available funds at the following prepayment prices
tcomputed upon the principal amount of the Certificates or portions thereof to be prepaid) plus
unpaid accrued mterest thereon to the date fixed for prepayment:

Prepayment Period Prepayment Price

{both dates inclusive)

| October 1, through Septerber 30, o




October 1, . through September 30, Yo

| October 1, Cand thereafter 100%

() Mandatory Prepavment. The Certificates maturing on October 1, are
subject to mandatory prepayment prior to maturity, in part by lot, commencing on October 1,
o Andoneach October 1 thereafter to and including October 1, . from principal
components of Installments Payments made by the City on the Installment Payment Date next
preceding such October [, at a prepayment price equal to the principal amount of the Certificates
to be prepaid, plus unpaid accrued interest thereon to the date fixed for prepayment, without a
prepayment prenuum. To the extent that the amount of the principal components of the
installment Payments due with respect to any such October 1 has been reduced pursuant to
Section 4.2 of the Agreement, then the principal amount of Certificates maturing on October 1,
____ which are subject to mandatory prepayment pursuant to this subsection (b) on such October
i shall be reduced by the same amount.

Section 2.05 - Selection of Certificates for Prepavient.

{f less than all Qutstanding Certificates with the same Certificate Payment Date are to be
prepaid at apy one time, the Trustee shall select the Certificates or the portions of the Certificates
and Certificate Payment Date (o be prepaid by lot in a manner which the Trustee deems to be
farr. For purposes of selecting Certificates to be prepaid, Certificates with the same Certificate
Payment Date shall be deemed to be composed of five thousand dollars ($5,000) multiples and
any such multiple of principal amount as may be separately prepaid, subject to the requirement
that ihe unpaid balance of any Certificate prepaid in part must be in an Authorized
Denomimation.

sectton 2.06 Notice of Prenayvment.

Notice of prepayment of Certificates shall be mailed by the Trustee, not less than thirty
(30} nor more than sixty (00) days prior to the prepayment date to (1) the respective Owners of
the Ceriificates designated for prepayment at their addresses appearing in the Certificate
Register, (11} the Securities Depositories and {11} one or more Information Services. Notice of
prepaviment to the Securities Depositories and the Information Services shall be given by
registered mail, certified mail, overnight delivery or facsimile transmission or by such other
method acceptable to such institutions.  Fach notice of prepayment shall state the date of such
notice, the prepavment price, the place of prepayment (including the name and appropriate
address of the Trustee}, the CUSIP number (if any) of the Certificates to be prepaid, and, if less
than all of the Certificates of any one 1 raturity are to be prepaid, the distinctive certificate
numbers of the Certificates of such maturity to be prepaid and, in the case of Certificates to be
prepand in part only, the respective portions of the principal amount thereof to be prepaid. Fach
such notice shall also state that on said date there will become due and payable on each of said
Certificates the prepayment price thereof and in the case of a Certificate to be prepaid in part
only, the specified portion of the principal amount thereof to be prepard, with accrued and unpaid
miterest thereof to the prepayment date, and that from and after such prepayment date interest
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hereon shall cease to accrue, and shall require that such Certificates be then surrendered at the
address of the Trustee specified in the prepayment notice. Failure to receive such notice shall

not invalidate any of the procecdings taken in connection with such prepayment. The failure to
receive such notice nor any defect therein shall affect the su fheiency of such prepayment.

I the event of prepayment of Certificates with optional prepayments of Installment
Payments pursuant to Section 3.02 of the Agreement, the Trustee shall mail a notice of
prepayment upon receipt of a Written Request of the City but only after the City shall file a
Certificate of the Ciry with the Trustee that on or before the date set for prepayment, the City
will deposit with or otherwise make available to the Trustee for deposit in the Debt Service Fund
the money requived for payment of the prepayment price, ncluding accrued interest thereon, of
all Certificates then to be called for prepayment (or the Trustee determines that money will be
depostied with or otherwise made available o it in sufficient time for such purpose}, together
with the estimated expense of giving such netice,

 notice of prepayment has been duly given as aforesaid and money for the payment of
the prepayment price of the Certificates called for prepayment 1s held by the Trustee, then on the
prepayment date designated in such notice the Certificates (or portions thercof) so called for
prepayment shall become duce and pavable, and from and after the prepayment date so designated
interest on such Certificates shall cease to accrue, such Certificates {or portions thereof) shall
cease 10 be entitled to any benefit or security under this Trust A greement and the Owners of such
Certificates shall have no rights in respect thereof cxcept to recerve payment of the prepayment
price thereof from the moneys held by the Trustee for such purpose, and such monevs are hereby
pledged 1o such pavment,

ATl Certificates prepaid pursuant to the provisions of this Section shall be cancelled and
destroyed by the Trustee and shall not be redelivered.

Seetion 207 Exeewution of Certificates. The Certificates shall be executed by the
Trustee by the manval signature of an authorized officer or stgnatory of the Trustee.

Seetion 2,08 Trapsfer and Pavment of Cerfifieates.  Any Certificate may, in
accordance with tts terms, be transferred in the Certificate Register by the Person in whose name
it is registered, i person or by his duly authorized attorney, upon swrrender of such Certificates
at the Corporate Trust Office of the Trustee for cancellation accompanied by delivery of a duly
executed written instrument of transfer in a form acceptable to the Trustee. Whenever any
Certificate or Certificates shall be surrendered for transfer, the Trustee shall exccute and deliver
W the transferee a new Certificate or Certificates of the same Certificate Payment Date
evidencing and representing a like aggregate principal amount in authorized denominations. The
Trustee shall require the payment by the Owner requesting such transfer of any tax or other
governmental charge required to be paid with respect to such transfer as a condition precedent to
the exercise of such privilege.  Services rendered and reasonable expenses incurred by the
Trustee. including the cost of printing any new Certificate, in connection with a fransfer pursuant
s Section shall be paid by the City.

I

P

the Trustee may deem and treat the registered owner of any Certificates as the absolute
owner of such Certificates for the purpose of receiving payment of the principal and interest and
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prepayvment prenuum, if any. evidenced thereby and for all other purposes, whether such
Certificates shall be overdue or not, and the Trustee shall not he affected by any notice or
knewledge to the contrary; and payment of the interest and principal and prepayment premiuim,
if any, evidenced by such Certificates shall be made only to such registered owner, which
payments shall be valid and effectual to satisfy and discharge hability on such Certificates to the
extent of the sum or sums so paid.

The Trustee shall not be required to register the transfer of any Certificate during the
peniod commencing on the date 15 days preceding the selection of Certificates for prepayment
and ending on the date of mailing of notice of such prepayment, or any Certificate which has
been selected for prepayment in whole or in part. from and after the day of mailing of a notice of
prepayment of such Certificates selected for prepayment in whole or in part.

Section 209 Exghange of Certificates.  Certificates may be exchanged at the
Corporate Trust Office of the Trustee for Certificates evidencing and representing a like
aggregate principal amount of Certificates of the same Certificate Payment Date of other
Authonzed Denominations. The Trustee shall require the payment by the Owner requesting such
exchange of any fax or other governmental charge required to be paid with respect to such
exchange as a condition precedent fo the exercise of such privilege. Services rendered and
reasonable expenses incurred by the Trustee, including the cost of printing any new Certificate,
i connection with an exchange pursuant to this Section shafl be paid by the City,

Ihe Trustee shall not be required to exchange amy Certificate during the period
commencing on the date 15 days preceding the selection of Certificates for prepayment and
ending on the date of mailing of notice of such prepayment, or any Certificate which has heen
selected for prepayment in whole or in part, from and after the day of mailing of a notice of
prepayment of such Certificates 1o the date of prepayment thereof,

section 210 Certificate Registration Books. The Trustee will keep at its Corporate
Trust Office sufficient books for the registration and transfer of the Certificates which shall at ail
times be open to inspection by the Corporation during regular business hours with reasonable
prior notice, and upon presentation for such purpose the Trustee shall, under such reasonable
regulations as it may prescribe, register or transfer the Certificates in such books as hereinabove
provided.

Section 211 Mutilated, Destroved, Stelen or Lost Certificates. T any Certificate
shall become mutilated the Trustee, at the expense of the Owner, shall thereupon execuie and
defiver a new Certificate of like tenor and amount in exchange and substitution for the Certificate
so mutilated, but only upon surrender to the Trustee of the Certificate so mutilated. Every
mutilated Certificate so surrendered to the Trustee shall be cancelled and destroyed.

If any Certificate shall be lost, destroved or stolen, evidence of such loss, destruction or
thelt may be submitted (o the Trustee and, if such evidence be satisfactory to the Trustee and
mndemnity satisfactory to the Trustee shall be given, the Trustee, at the expense of the Owner,
shall thereupon execute and deliver a new Certificate of like tenor in leu of and in substitution
for the Certificate so lost, destroyed or stolen.
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The Trustee may require payment of a reasonable sum for each new Certificate delivered
under this Section and of the expenses which may be incurred by the Corporation and the Trustee
m the prepuses. Any Certificate executed and delivered under the provisions of this Section in
tiew of any Certificate alleged to be lost, destroved or stolen shall be equally and proportionately
entitled to the benefits of this Trust Agreement with all other Certificates secured by this Trust
Agreement.  The Trustee shall not be required o treat both the original Certificate and any
replacement Certificate as being Outstanding for the purpose of determining the principal
amount of Certificates which may be executed and delivered hereunder or for the purpose of
determining any percentage of Certificates Outstanding hereunder, but both the original and
replacement Certificate shall be treated as one and the same.

section 2,12 Temporary Certificates. The Certificates executed and delivered under
this Trust Agreement may be initially executed and delivered in temporary form exchangeable
for definitive Certificates when ready for delivery. The temporary Certificates may be printed,
hithographed or typewnitten, shall be of such denominations as may be determined by the
Trustec, shail be i fully registered form and may contain such reference to any of the provisions
of this Trust Agreement as may be appropriate. Every temporary Certificate shall be executed
and dehvered by the Trustee, upon the same conditions and terms and in substantially the same
maner as definitive Certificates. 1f the Trustee executes and delivers temporary Certificates 1t
will execute and furnish definitive Certificates and thereupon the temporary Certificates may be
surrendered, for cancellation, in exchange therefor at the Corporate Trust Office of the Trustee,
and the Trustee shall deliver i exchange for such temporary Certificates definitive Certificates
evidencing and representing an equal aggregate prinetpal amount of Certificates of authorized
denomimations. Until so exchanged, the temporary Certificates shall be entitled to the same
benefits under this Trust Agreement as definitive Certificates delivered hereunder.

-

Section 213 Use of Book-Fntry System for Certificates.

(a) The Certificates initially shall be delivered in the form of a single executed
fully registered securities certificate for each stated Certificate Payment Date, in the aggregate
principal amount of the Certificates of such Certificate Payvment Date. Upon mitial delivery, the
ownership of all such Certificates shall be registered in the registration records maintained by the
Trustec pursuant to Section 2,10 hereof in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC "), or such other nominee as DTC
shall request pursuant to the Representation Letter. The Trustee may treat DTC (or its nominee)
as the sole and exclusive owner of the Certificates registered in its name for the purposes of
payment of the principal amount or prepayment price and interest on such Certificates, selecting
the Certificates or portions thereof to be prepaid, giving any notice permiftted or required to be
given to Owners hercunder, registering the transfer of Certificates, obtaining any consent or
other action ta be taken by Owners of the Certificates and for all other purposes whatsoever; and
the Trustee shall not be affected by any notice to the contrary. Neither the Trustee nor the
Corporation shall have any responsibility or obligation to any Participant {(which shall mean, for
purposes of this Section, securities brokers and dealers, banks. trust companies, clearing
corporations and other entities, some of whom directly or indirect]ly own DTC), any person
claiming a beneficial ownership interest in the Certificates under or through DTC or any
Participant, or any other person which is not shown on the registration records as being an
Owner of Certificates, with respect to (i) the accuracy of any records maintained by DTC or any
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Participant, (11} the payment by DTC or any Participant of any amount in respect of the principal
amount or prepayment price of or mterest on the Certificates (iif) any notice which is permitted
or required to be given o Owners of Certificates hereunder, {iv) the selection by DTC or any
Participant of any person to receive payment in the event of a partial prepayment of the
Certificates, or (v) any consent given or other action taken by DTC as Owner of Certificates.
The Trusiee shall pay all principal amount and prepayment price of and interest on the
Certificates only at the times, to the accounts, at the addresses and otherwise in accordance with
the Representation Letter, and all such pavments shall be valid and effective 1o satisfy fully and
discharge the principal amount and prepayment price of and interest on the Certificates to the
extent of the sum or sums so paid. Upon detivery by DTC to the Trustee of written notice to the
etfect that DTC has determined to substifute a new nominee in place of its then existing
nominee, the Certificates will be transferable to such new nominee in accordance with
subsection (¢) of this Section.

{b} I the event that the Corporation determines that the beneficial owners of
the Certificates should obtain securities certificates, the Trustee shall, upon the written
mstruction of the Corporation, so notify DTC, whereupon DTC shall notify the Participants of
the availability through DTC of securities certificates. In such event, the Certificates will be
transferable iy accordance with subsection (¢) of this Section. DTC may determine to
discontinue providing its services with respect to the Certificates at any tume by giving written
notice of such discontinuance to the Corporation and the Trustee and discharging its
responstbilities with respect thereto under applicable law. In such event, the Certificates will be
transferable fn accordance with subsection (¢) of this Section. Whenever DTC requests the
Corporation and the Trustec to do so, the Trustee and the Corporation will cooperate with DTC
t: taking appropriate action after reasonable notice to arran ge for another securities depository to
maintan custody of all certificates evidencing the Certificates then Outstanding. In such event,
the Certylicates will be iransferable to such securities depository in  accordance with
subsection (¢} of this Section, and thercafter, all references in this Trust Agreement to DTC or its
nomunce shail be deemed to refer to such successor securities depository and its nominee, as
appropriate,

(e In the event that any transfer or exchange of Certificates is authorized
under subsection (a) or {b) of this Section, such transfer or exchange shall be accomplished upon
recerpt by the Trustee from fhe registered owner of the Certificates to be transferred or
exchanged and appropriate struments of transfer to the permitted transferee, all in accordance
with the applicable provisions of Sections 2.08 and 2.09 hereof. In the event Certificates arc
delivered to Owners other than Cede & Co., its successor as nominee for DTC as Owner of all
the Certificates, another securities depository as Owner of al] the Certificates, or the nominee of
such successor securities depository, the provisions of Sections 2.08 and 2.09 hereof shall also
apply o, among other things. the registration, exchange and transfer of the Certificates and the
method of payment of principal amount or prepayment price of and Interest Installments

evidenced by the Certificates.
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ARTICLE 1T

FUNDS AND ACCOUNTS

Section 3.01  Installment Pavments Held in Trust. The Installment Payments and any
Additional Payments to be deposited in the Reserve Fund shall be held in trust by the Trustee for
the benefit of the Owners from time to fime of the Certificates, but shall nonetheless he
dishursed, allocated and applied solely for the uses and purposes provided herein.

Section 3.02  Deposit of Installment Pavments. The Trustce hereby agrees 1o
establish, mantain and hold in trust the “City of Lodi Wastewater System Revenue Certificates
of Participation, 2004 Series A Debt Service Fund” (the “Debt Service Fund™) for so fong as any
Certificates  shall be Outstanding hereunder.  All Installment Payments, mcluding any
prepayments thereol pursuant to Section 7.1 of the Agreement, received by the Trustee shall be
immediately deposited in the Debt Service Fund and shall be disbursed and applied only as
heremnafier provided.

Section 303 Establishment_and Maintenance of Accounts in the Debt Service
Fund. Subject to the provisions of Section 5.03, all money in the Debt Service Fund shall be set
aside by the Trustee in the following respective special accounts within the Debt Service Fund
{each of which 15 hereby created and each of which the Trustee hereby agrees and covenants to

mamtain} in the following order of priority;

{a) Interest Account,
(b Principal Account, and
{c) Prepayment Account

Al money in each of such accounts shall be held in trust by the Trustee for the benefit of the
Owners and shall be applied, used and withdrawn only for the purposes hereinafter authorized in
this Section.

(d} interest Account.  On cach Interest Payment Date, commencing on
October 1, 2004, and on each other datc when interest on the Certificates becomes due and
payable, whether upon prepayment, acceleration or otherwise, the Trustee shall set aside from
the Debt Service Fund and deposit in the Interest Account that amount of money which is equal
to the amownt of interest on the Certificates becoming due and payable on such Interest Payment
Date.

No deposit need be made to the Interest Account on any date 1f the amount
contained therein is at feast equal to the aggregate amount of interest on the Certificates
becoming due and payable on such date.

All money in the Interest Account shall be used and withdrawn by the Trustee
solely for the purpose of paying the interest as it shall become due and payable (including
accrued interest on Certificates purchased or prepaid prior to their respective Certificate Payment
Diatey,
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(¢} Principal Account. On each Certificate Payment Date, and on each date
ont which any Certificate is to be prepaid in accordance with this Trust Agreement, the Trustee
shall set aside from the Debt Service Fund and deposit in the Principal Account an amount of
money cqual to the principal amount of the Outstanding Certificates maturing on such date and
the principal amount of Certificates subject o mandatory sinking fund prepayment from
payments of a principal amount of Installment Payments on such date plus any prepayment
premium payable i connection with the prepayvment of such Cerfificates on such date.

N deposit need be made to the Principal Account on any date if the amount
comtained therein is at least equal to the aggregste principal amount of Outstanding Certificates
maturing and subjeet to mandatory sinking fund prepayment on such date.

All movey 1n the Principal Account shall be used and withdrawn by the Trustee
solely for the purpose of paying the principal amount of Certificates as they miature or are
prepaid from mandatory sinking fund prepayments,

() Prepayment Account. Al prepayments of Installment Payments made by
the City shall be deposited in the Prepayment Account and applied to the payment, including
prepayment, or provision for the payment, of Qutstanding Certificates as directed by the City.

section 3.04  Heserve Fund.

{a) The Trustee shall establish, maintain and hold under this Trust Agreement
a fund separate from any other fund established and maintained hereunder designated as the
“City of Lodr Wastewater System Revenue Certificates of Participation 2004 Series A Reserve
Fund” {the "Reserve Fund™). Moneys in the Reserve Fund shail be applied m accordance with
this Section.

(b} Upon the execution and delivery of the Certificates, the Trustee shall
credit the Reserve Policy to the Reserve Fund to satisfy the initial Reserve Fund Requirement
with respect to the Certificates. The Trustee shall apply proceeds from draws on the Reserve
Policy 1o the payvment of principal of and interest an the Certificates as provided in subsection (¢)
of this Section.

{ch The Trustee hercby agrees and covenants to maintain the Reserve Fund so
long as the Agreement has not been discharged in accordance with its terms or any Certificates
remain Outstanding hereunder. The Trustee shall deposit in the Reserve Fund the Reserve Fund
Requirement and such other amounts transferred to the Trusiee by the City parsuant to
Section 5.2(b) of the Agreement. Moneys on deposit in the Reserve Fund shall be transferred,
and, tf the amount of money then on deposit in the Reserve Fund is insufficient therefor, amounts
shail be drawn on the Reserve Policy and transferred, by the Trustee to the Debt Service Fund to
pay principzl of and/or interest on the Certificates on each date when such principal and/or
interest is due and pavable in the event amounts on deposit therein are insufficient for such
purposes.  All mvestments i the Reserve Fund shall be valued on Fanuary 1 of each year
begtnmng in January 2005, Amounts on deposit in the Reserve Fund in excess of the Reserve
Fund Requirement shall, at the Writien Request of the City, be withdrawn from the Reserve
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Fund and transferred to the City for deposit in the System Revenue Fund established under the
Agreement,

Section 3.05  Improvement Fund.

{a) The Trustee shall establish, maintain and hold under this Trust Agreement
a fund separate from any other fund established and maintained hereunder designated as the
Uity of Lodi Wastewater System Revenue Certificates of Participation 2004 Series A
Improvement Fund” (the “Improvement Fund™). Moneys in the Improvement Fund shall be
expended for Costs of the Project in accordance with this Section.

() There shall be credited fo the tmprovement Fund the following amounts:

{13 the proceeds of sale of the Certificates required to he deposited
theretn pursuant to Section 2.03 hereof: and

(2} all amounts transferred to the Tmprovement Fund pursuant fo
Section 3.06 hereof) and

{3 any other funds from time to time deposited with the Trustee to
pay Cosis of the Project.

(¢} The Trustee shall disburse moneys in the Improvement Fund from time to
time to pay for Costs of the Project directly or to reimburse the City for payment thereof upon
receipt by the Trustee of a Written Request of the City substantially in the form of Exhibit B
hereto. The Trustee shall not be responsible for the representations made in such Requisition and
may conclusively relv thereon.  The Trustee shall be absolutely protected in making any
disbursement from the Improvement Fund in reliance upon a Written Request of the City.

() Upon defivery to the Trustee and the Certificate Insurer of 2 Certificate of
Completion. the Trustee shall withdraw all remaining moneys in the Improvement Fund (other
than any moneys retamed therein to pay costs not then due and payable as certified in a
Certificate of the City), and shall transfer such moneys to the account in the Debt Service Fund
designated in a Certificate of the City.

Section 3.06 Cost of Issuanee Fund {a) The Trustee shall establish, maintain and
hold under this Trust Agreement a fund separate from any other fund established and maintained
hereunder designated as the "City of Lodi Wastewater System Revenue Certificates of
Participation 2004 Series A Cost of Issusnce Fund” (the “Cost of Issuance Fund™). Moneys in
the Cost of Issuance Fund shall be expended for Costs of Issuance in accordance with this
Section,

(b} There shall be credited to the Cost of Issuance Fund the following
amounts:

(h the proceeds of sale of the Certificates required to be deposited
therem pursuant to Section 2.03 hereof: and
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(2} any other funds from time to time deposited with the Trustee to
pay Costs of Issuance.

{c) 1he Trustee shall disburse moneys in the Cost of Issuance Fund from time
o ume 1o pay for Costs directly or to reimburse the City for payment thereof upon recei pt by the
Trustee of a Written Request of the City substantially in the form of Exhibit C hereto. The
Trustee shall not be responsible for the representations made in such Requisition and may
conclusively rely thereon. The Trustee shall be absolutely protected in making any disbursement
from the Cost of lssuance Fund in reliance upon a Wntten Request of the City.

{dy Upon the carlier of September 1, 2004 or the Trustee’s receipt of written
certification from the City that all Costs of Issuance have been paid, the Trustee shall withdraw
all remaining moneys in the Cost of Issuance Fund {other than any moneys retained therein to
pay costs nol tnen due and payable as certified by the City Representative), shall transfer such
moneys to the Improvement Fund and shall close the Costs of Issuance Fund.

section 3.07  Rebate Fund.

{a) The Trustee shall establish, maintain and hold under this Trust Agreement
a fund separate from any other fund established and maintained hereunder designated as the
“Uity of Lodi Wastewater System Revenue Certificates of Participation 2004 Series A Rebate
Fund" (the "Rebate Fund”), Within the Rebate Fund, the Trustee shall maintain such accounts as
shall be necessary o comply with the terms of the Tax Certificate, Subject to the transfer
provisions provided in paragraph () below. all money at any time deposited in the Rebate Fund
shall be held by the Trustee in trust, to the extent required to satisfy the Rebate Requirement (as
defimed m the Tax Certificate), for pavment to the government of the United States of America.
None of the City, the Corporation nor the Owner of any Certificate shall have any rights in or
claioi to such money.  All amounts deposited into or on deposit in the Rebate Fund shall be
governed by this Section, by Section 6,17 of the Agreement and by the Tax Certificate {which is
incorporated herein by reference). The Trustee shall be deemed conclusively to have complied
with such provisions if it follows the directions of the City, including supplying all necessary
information in the manner provided in the Tax Certificate. and shall have no liability or
responsibility to enforce compliance by the City with the terms of the Tax Certificate.

(b} Upon the City’s written direction, an amount shall be depesited to the
Rebate Fund by the Trustee from deposits by the City if and to the extent required, so that the
balance of the Rebate Fund after such deposits shall equal the Rebate Requirement,
Computations of the Rebate Requirement shall be furnished by or on behalf of the City in
accordance with the Tax Certificaie.

(¢} The Trustee shall have no obligation to rebate any amounts required to be
tebated pursuant to this Section other than from moneys held in the Rebate Fund or from other
moneys provided to 1t by the City.

(<h The Trustee shall invest all amounts held in the Rebate Fund in Investment
securities as divected by the City, which directions shall be in comipliance with the restrictions
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sel forth o the Tax Certificate. Money shall not be transferred from ihe Rebate Fund except as
provided wn paragraph (B} below.

{e} Upon receipt of the City’s written directions, the Trustee shall remit part
or all of the balances in the Rebate Fund o the United States, as so directed. Tn addition, if the
City so directs, the Trustee will deposit moneys into or transfer moneys out of the Rebate Fund
from or into such accounts or funds as directed by the City’s written directions; provided,
however, only moneys in excess of the Rebate Requirernent may be transferred out of the Rebate
Fund to such other accounts or funds or to anyone other than the United States in satisfaction of
the arbitrage rebate obligation. Any funds remaining i the Rebate Fund after prepayment and
payment of all of the Certificates and pavment and satisfaction of any Rebate Requirement, or
provision made therefor satisfactory to the Trustee, shall be withdrawn and remitted o the City.

s Notwithstanding any other provision of this Trust Agreement, inciuding in
particular Article VIT hereof, the obligation to remit the Rebate Requirement to the United States
and fo comply with all other requirements of this Section, Section 7.02 of the Agreement and the
Tax Certificate shall survive the defeasance or payment in full of the Certificates.

Seetion 308 Beposit and Investments of Money in_Accounts and Fands. (a) All
money held by the Trustee in any of the accounts or funds established pursuant hereto shafl be
mvested m Permutted Investments at the Written Request of the City (which shall be in
comphance with Section 5.03) filed with the Trustee which such Permitted Tnvestiments shall, as
nearly as practicable, mature on or before the dates on which such money is anticipated to be
necded for disbursement hereunder, and the Trustee shall have no liability or responsibility for
any Joss resulting from any investment made in accordance herewith; provided, except for
wvestment agreements approved by the Certificate Tnsurer, money 1 the Reserve Fund shall not
be mvested i any investment with a maturity extending beyond five years of the time of such
vestment. 11 no such Written Request of the City 15 received by the Trustee, the Trustee shall
imvest such money in those Permitied Investments deseribed in clause (D} of the definition
thereof. Subject (o Section 5.03 hereof, all mterest or profits received on any money in any fund
of account held hercunder (other than the Rebate Fund) so invested shall be deposiied m the
[nterest Account in the Debt Service Fund.

(b} the Corporation (and the City by its execution of the Agreement)
acknowledges that to the extent regulations of the Comptroller of the Currency or other
applicable regulatory entity grant the Corporation or the City the right to receive brokerage
confirmations of security transactions as they occur, the Corporation and the City specifically
watve receipt of such confirmations to the extent permitted by law. The Trustee will furnish the
Corporation and the City monthly cash transaction statements which inchide detail for all
ivestment transactions made by the Trustee hereunder.

{¢) The Trustee or any of its affiliates may act as principal or agent, sponsor,
advisor. principal. agent or manager in connection with any mvestments made by the Trustee
hereunder. For fnvestment purposes only, the Trustee may commingle the funds and accounts
established hereunder, but shall maintain separate records relating lo the investments for fund or
account.
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(¢t} The Trustee shall not be liable for any loss from any Permitted
Investments acquired, held or disposed of in compliance with the Section 2.06.

{c) The Trustee may rely on the investment instructions frem the City that the
mstructed investment is a permissible investment for the funds to be invested.

Section 3.09  Reliance on Opinions. The Trustee may, in performing the obligations
set out in Section 3.08(a) above, rely and shall be protected in acting or refraining from acting
upon an Opinion of Counsel furnished by the City,

ARTICLE IV
SECURITY FOR CERTIFICATES

Section 4.01 - Assipnment of Apreement; Enforcement of Ubligations; Funds and
Ageounts. The Corporation hereby transfers, assigns and sets over to the Trustee all of the
Instaliment Payments and any and all rights, title |, interest and privileges it has in, to and under
the Agreement (other than its rights to expenses and indemmnification pursuant to the Agreement),

mcluding, without limitation, the right to collect and receive directly all of the Installment
Payments and the vight to enforce the provisions of the Agreement; and any Installment
Payments collected or received by the Corporation shall be deemed to be held, and to have been
cotlected or received, by the Corporation as the agent of the Trustee, and shall forthwith be paid
by the Corporation to the Trustee. The Trustee also shall, subject to the provisions of this Trust
Agreement. take all steps, actions and proceedings required fo be taken as provided i any
opimion of counsel delivered to it, reasonably necessary to mantain in force for the benefit of the
Owners of the Certificates the Trustee’s rights in and priority to the following seeurity granted to
it for the payment of the Certificates: the Trustee’s rights as assignee of the Installment Payments
and all of the Corporation’s right, title. interest and privileges in. to and to the Agreement (other
than the Corporation’s rights to indemnification and expenses pursuant to the Agreement), and
all ather rights and property which the Trustee may receive in the future as security for the
Cortificates

Al of the funds and accounts held by the Trustee pursuant to this Trust
Agreement shall be held in trust by the Trustee and applied solely as provided in this trust
Agreement; provided, however, that notwithstanding in this Trust A greement to the contrary, all
amounts in such funds and accounts, other than the Rebate Fund, shall secure the payment of
amounts due with respect to the Ouistanding Certificates and in the event moneys available to
the Trustee in the Debt Service Fund and the Reserve Fund are insufficient to pay when due the
principal and premium of and interest on the Outstanding Certificates, the Trustee shall apply
amounts 1 the funds and accounts held by it hereunder, other than the Rebate Fund, to such
pavimoent.
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ARTICLE V
COVENANTS OF THE CORPORATION AND THE TRUSTEE

Section 501 Complianee with Trust Agreement. The Trustee will not execute or
deliver any Certificates in any manner other than in accordance with the provisions hereby; and
the Corporation will not suffer or permit any default by it to oceur hereunder, but will farthfully

comply with, keep, observe and perform all the agreements and covenants to be ohserved or
performed by it contained herein and in the Certificates,

Section 5.02 Qbservance of Laws and Regulations. The Corporation and the Trustee
will farthiully comply with, keep, observe and perform all valid and lawfal obligations or
regulations now or hereafter imposed on them by coniract, or prescribed by any law of the
United States of America or of the State of Cali forata, or by any officer, board or commission
having jurisdiction or control, as a condition of the continued enjoyment of each and every
franchise, right or privilege now owned or hereafter acquired by them, including their right to
cxist and carry on their respective businesses, to the end thal snch franchises, rights and
privileges shall be maintained and preserved and shall not become abandoned, forfeited or in any
manner napaired.

Section 5.03  Tax Covenants.

() The Corporation hereby covenants with the Qwners of the Certificates
that, notwithstanding any other provisions of this Trust A greement, 1t shall not take any action,
or fail to take any action, if any such action or failure to take action would adversely affect the
Tax-exempt status of interest on the Certificates under Section 103 of the Code. The
Corporation shall not, directly or indirectly, use or permit the use of proceeds of the Certificates
or any of the property financed or refinanced with proceeds of the Certificates, or any portion
thereof. by any person other than a governmental unit (as such term is used in Section 141 of the
Code}. m such manner or to such extent as would adversely affect the Tax-exempt status of
nterest on the Certificates.

(b} The Corporation shall not take any action, or fail to take any action, if any
such action or failure to take action would cause the Certificates to be “private activity bonds”
within the meaning of Section 141 of the Code, and in furtherance thercof, shall not make any
use of the proceeds of the Certificates or any of the property financed or refinanced with
progeeds of the Certificates, or any portion thereof, or any other funds of the Corporation, that
would cause the Certificates to be “private activity bonds” within the meaning of Section {41 of
the Code. To that end, so long as any Certificates are Outstanding, the Corporation, with respect
to such proceeds and property and such other funds, will comply with applicable requirements of
the Code and all regulations of the United States Department of the Treasury issued thereunder,
to the extent such requirements are, ai the time, applicable and in effect. The Corporation shall
establish reasonable procedures necessary to ensure continued comphiance with Section 141 of
the Code and the continued qualification of the Certificates as “governmental bonds.”

(¢ The Corperation shall not, directly or indirectly, use or permit the use of
any proceeds of any Certificates. or of any property financed or refinanced thereby, or other
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funds of the Corporation, or take or omit to take any action, that would cause the Certificates to
be “arbitrage bonds” within the meaning of Section 148 of the Code.  To that end, the
Corporation shall comply with all requirements of Section 148 of the Code and all regulations of
the United States Department of the Treasury issued thereunder to the extent such requirements
are, at the time, m effect and applicable to the Certificates.

{a) The Corporation shall not make any use of the proceeds of the Certificates

or any other funds of the Corporation, or take or omit to take any other action, that would cause
the Certificates to be “federally guaranteed” within the meanin g of Section 149(b) of the Code.

(o) In furtherance of the foregoing tax covenants, the Corporation covenants
that it will comply with the provisions of the Tax Certificate. which is incorporated herein as if
fulty set forth herein.  These covenants shall survive payment in full or defeasance of the
Certificares,

Section 5.04  Accounting Records and Reports. The Trustee will keep or cause to be
kept proper books of record and accounts in which complete and correct entries shail be made of
all transactions made by the Trustee relating to the receipts, disbursements, allocation and
appheation of the Installment Pavments and the proceeds of the Certificates, and such books
shall be avadable for inspection by the Corporation, at reasonable hours and under reasonable
condivions. Not more than 180 days after the close of cach Fiscal Year, the Trustee shall furnish
or cause to be furnished to the Corporation a complete financial statement covermg receipis,
disbursements, allocation and application of Installment Payments received by the Trustee for
such Fiscal Year. The Corporation shall keep or cause to be kept such information ag required
under the Tax Certificate.

Section 5.05  Prosecution and Defense of Suits. The Corporation will defend against
every suit, action or proceeding at any time brought against the Trustee upon any claim to the
extent ansing out of the receipt, application or disbursement of an y of the Installment Pavments
and the proceeds of the Ceriificates or to the extent mvolving the failure of the Corporation to
fulll #ts obligations hereunder; provided that the Trustee or any affected Owner at its election
may appear in and defend any such suit, action or proceeding. The Corporation will indemnify
and hold harmiess the Trustee against any and all lability claimed or asserted by any person to
the extent arising out of such failure by the Corporation, and will indemnify and hold harmless

the Trustee against any attorney’s fees or other expenses which it may incur in commection with
any hitgation to which it may become a party by reason of its actions hereunder, except for any

loss, cost, damage or expense resulting from the active or passive negligence, willful misconduct
or breach of duty by the Trustee. Notwithstanding any contrary provision hereof, this covenant
shall remain in full {orce and effect even though all Certificates secured hereby may have been
fully paid and satisfied.

Section 5,06 Amendments te Agreement. The Corporation shall not supplement,
amend. modify or terminate any of the terms of the Agreement, or consent to any such
supplement, amendment, or modification, without,: (i} so long as the Certificate Insurer is not in
default under the Certificate Insurance Policy, the prior written consent of the Certificate Insurer;
or (1) if the Certificate Insurer is in default under the Certificate Insurance Policy and such
supplement, amendment, modification would materially adversely affect the interests of the
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Owners of the Outstanding Certificates, the Trustee first obtains the written consent of the
Owners of 4 majority in aggregate principal amount of the Certificates then Outstanding to such
supplement, amendment, or modification; provided, however, that no such supplement,
amendment. or modification shall reduce the amount of Installment Payments to be made by the
City pursuant to the Agreement, or extend the time for making such Installment Payments in any
manner that would require the consent of Certificate Owners pursuant to Section 7.01(b) hereof
in any manner ot in compliance with Section 7.01 hereof.

~y

Section 5.07 - Reeording and Filing. The Trustee upon recelpt of a Written Request of
the Corporation shall, at the expense of the Corporation, file, record, register, renew, refile and
rerecord all such documents, meluding financing statements {or continuation statements 1n
cotmection therewith), all in such manner. at such times and in such places as may be required
and fo the extent permitted by law in order to tully perfect, preserve and protect the security of
the Owners and the rights and interests of the Trustee; provided, however, that the Trustee will
not be required to execute a special or general consent to service of process, or to qualify as a
foreign corporation in connection with any such filing, recording. registration, refiling or
revecording in any jurisdiction in which it is nol now so subject,

Section 5.08  Notices te Rating Agencies. The Corporation shall provide the Rating
Agencies, with copies to the City and the Certificate Insurer, with written notice upon the
occurrence of: (i) the resignation or removal of the Trustee; or (i) the acceptance of
appointiment as successor trustee hereunder promptly upon its becoming aware of such
resignation, removal or acceptance.

Seetion 5.09  Further Assurances. Whenever and so often as reasonably requested to
do so by the Trustee or any Owner, the Corporation will promptly execute and deliver or cause to
be executed and delivered all such other and further assurances, documents or instruments, and
promptly do or cause to be done all such other and further things as may be necessary or
reasonably required in order to further and more fully vest in the Trustee and the Owners all
rights, interests, powers, benefits, privileges and advantages conferred or intended to be
conferred upon them herehy

ARTICLE Vi
THE TRUSTEE
section 6.01 The Trustee.

{aj [ Name of Trustee], as the Trustee, shall receive all money which the
Corporation 1s required to deposit with the Trustee hereunder and for the purpose of allocating,
applying and using such money as provided herein and for the purpose of paying the mterest and
principal and prepayment premiums, if any, evidenced by the Certificates presented for payment
and for the purpose of canceling ali paid or prepaid Certificates as provided herein.  The
Corporation agrees that it will at all times maintain a Trustee having a corporate trust office in
cither San Francisco, California or Los An geles, California.
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(b} The Corporation may at any time (unless there exists any Trust Event of
Default as defined in Section 8.01 hereol), and upon written direction from the Certificate
tnsurer shall, remove the Trustee initially appointed and any suceessor thereto and may appoint a
successor or successors thereto by an instrument in writing; provided that any such successor
shall be a banking corporation or trust company doing business and having a principal office in
cither San Francisco, California or Los Angeles, California, having a combined capital
{exciugive of borrowed capital) and surplus of at least seventy-five million dollars ($75,000,000)
and subject to supervision or examination by federal or state Corporation, acceptable to the
Certificate insurer. 1 such banking corporation or trust company publishes a report of condition
al least annually, pursuant (o Jaw or to the requirements of any supervising or examining
Corporation above referred to. then for the purpose of this Section the combined capital and
surplus ol such bank or trust company shall be deemed to be its combined capital and surplus as
set forth in its most recent report of condition so published. The Trusice may at any time resign
by giving written notice of such resignation to the Corporation and the Certificate Insurer and by
mailing fo the Owners notice of such resignation. Upon receiving such notice of resignation, the
Corporation shall promptly appoint a successor Trustee by an mstrument in writing.  Any
removal or resignation of a Trustee and appointment of a successor Trustee shall hecome
ctiective only upon the acceptance of appointment by the successor Trustee. If, within thirty
(30} davs after notice of the removal or resignation of the Trustee no successor Trustee shall
have been appointed and shall have accepted such appointment, the removed or resigning
Trustee may petition any court of competent jurisdiction for the appointment of a successor
Frustee, which court may thereupon, afier such notice, if any, as it may deem proper and
preseribe and as may be required by law, appomt a successor Trustee having the qualifications
required hereby,

i) The Trustee shall, prior to a Trust Event of De fault, and after the curing of
all Events of Default that may have occurred, perform such duties and only such duties as are
specilically set forth in this Trust Agreement and no implied duties or obligations shall be read
mnto this Trust Agreement. The Trustee shall, duning the existence of any Trust Event of Default
{that has not been cured), exercise such of the rights and powers vested m 1t hereby, and use the
same degree of care and skill in their exercise, as a prudent man would exercise or use under the

circumstances in the conduct of his own affairs,

Section 0.02  Liabilitv of Trustce,

{a) The recitals of facts, agreements and covenanis herein and in the
Certificates shall be taken as recitals of facts, agreements and covenants of the Corporation, and
the Trustee assumes no responsibility for the correctness of the same or makes any representation
as Lo the sufficiency or validity hereof or of the Certificates, or shall incur aity responsibility in
respect thereol other than in connection with the rights or obligations assigned to or imposed
upon it herein, m the Certificates or in law or equity. The Trustee shall not be liable in
connection with the performance of its duties hereunder except for its own active or passive
negligence, willful misconduct or breach of duty.

(h) The Trustee shall not be liable for any error of Judgment made in good
faith by a responsible officer. unless it shall be proved that the Trustee was negligent in
ascertaming the pertinent facts.
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{c) The Trustee shall not be liable with respect to any action taken or omitted
to be taken by it in good faith in accordance with the direction of the Owners of not less than a
majortty in aggregate principal amount of the Certificates at the fime Outstanding, relating to the
tume, method and place of conducting any proceeding for any remedy available to the Trustee, or
exercising any trust or power conferred upon the Trustee hereunder,

{<) The Trustee shall be under no obligation to exercise any of the rights or

powers vested m it hereby at the request, order or direction of any ot the Owners pursuant to the
provisions hereof unless such Owners shall have offered (o the Trustee reasonable security or
indemnity against the costs, expenses and Habilities that may be incurred therein or thereby. The
Trustee has no obhigation or Hability to the Owners for the payment of interest, principal or
prepayment premium, if any, evidenced by the Certificates from its own funds; but rather the
Trustee’s obligations shall be limited to the performance of its duties hereunder.
(e} The Trustee shall not be deemed to have knowledge of any default
hereunder or default under the Agreement unless and until it shall have actual knowledge thereof
ot shall have received written notice thereof at its Corporate Trust Office. Except as otherwise
expressiv provided herein, the Trustee shall not be bhound to ascertain or inquire as to the
performance of observance of any of the terms, conditions. covenants or agreements herein or of
any of the documents executed 1n connection with the Certificates or as 1o the existence of a
default hereunder.

(1) The Trustee shall be entitled to advice of counsel and other professionals
concerning all matters of trust and its duty hereunder, but the Trustee shall not be answerable for
the professional malpractice of any attorney-at-law or certified public accountant in connection
with the rendering of his professional advice in accordance with the ferms hereof, if such
attorney-at-law or certified public accountant was selected by the Trustee with due care,

(g} The Trustee shall not be concemed with or accountable to anvone for the
subsequent use or application of any moneys which shall be released or withdrawn in accordance
with the provisions hereof.

)

(h) Whether or not thercin expressly so provided, every proviston hereof or of
the Agreement or any related documents refating to the conduct or affecting the liability of or
affording protection to the Trustee shall be subject to the provisions of this article,

{1} Fhe Trustee shall be protected in acting upon any notice, requisifion,
resolution, reguest, consent, order, certificate, report, opinion, bond, facsimile transmission,
electronic mail or other paper or document believed by 1t to be genuine and to have been signed
or presented by the proper party or parties. The Trustee may consull with counsel, who may be
counsel of or to the Corporation, with regard to legal questions, and the opinion of such counsel
shall be full and complete authorization and protection in respect of any action taken or suffered
byt hereunder in good faith and in accordance therewith.

() Whenever in the administration of its rights and oblj gations hereunder the
Frustee shall deem it necessary or desirable that a matter be established or proved prior to taking
or suffering any action hereunder, such matter (unless other evidence in respect thereof be herein
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specifically prescribed) may, in the absence of had faith on the part of the Trustee, be deemed to
be conclusively proved and established by a Certificate of the Corporation, which certificate
shall be full warrant to the Trustee for any action taken or suffered under the provisions hereof
upon the faith thereof, but in its discretion the Trustee may in leu thereof accept other evidence
of such matter or may require such additional evidence as it may deem reasonable,

{k) No provision of this Trust Agreement shall require the Trustee to expend
or risk its own funds or otherwise incur any financial liability in the performance of any of its
duties hercunder, or in the exercise of its rights or pOWers,

(1 The Trustee shall have no responsibility, opinion or hability with respect
o any wtormation, statement or recital in any offering memorandum or other disclosure material
prepared or distributed with respect to the execution and delivery of the Certificates.

(Al tmmunities, indemnifications and releases from liability granted herein
to the Trustec shall extend to the directors, emplovees, officers and a gents thereof

{n} Any company into which the Trustee may be merged or converted or with
which 1t may be consolidated or any company resulting from any merger, conversion or
consolidation to which it shall be a party or any company to which the Trustee may sell or
trangter all or substantially all of its corporate trust business, so long as such company shall meet
the requirements set forth in Section 6.01, shall be the successor to the Trustes and vested with
all of the title 1o the trust estate and all of the trusts, powers, discretions, immunities, privileges
and all other matters as was its predecessor, without the execution or filing of any paper or
further act, anything herein to the contrary notwithstanding,

{0} The Trustee may become the owner or pledgee of any Certificates with the
same nghts 1t would have if it were not Trustee.

Section 6.03  Compensation _and Indempification _of Trustee. The Corporation
covenants to pay to the Trustee from time to time, and the Trustee shall be entitled to, reasenabie
compensaiion for all services rendered by it in1 the exercise and performance of any of the powers
and duties hercunder of the Trustee, and the Corporation will pay or reimburse the Trustee upon
its request for all expenses, disbursements and advances incurred or made by the Trustee in
accordance with any of the provisions hereof (including the reasonable compensation and the
expenses and disbursements of 1ts counsel and of all persons not regularly in its employ) except
any such expense, disbursement or advance as may arise from its negligence, default or willful
misconduct. The Corporation, (o the extent pesmitted by law. shall indemmify, defend and hold
harmless the Trustee against any loss, damages, liability or expense incurred without negligence,
defanlt or willful misconduct on the part of the Trustee arising out of or in connection with (i) the
acceptance or admmnisiration of the trusts created hereby, or the exercise or performance of any
of its powers or duties hereunder, or {ii) any unirue staiement or alleged untrue statement of any
matertal fact or omission or alleged omission o state a material Fact necessary to make the
staternents made, m the tight of the circumstances under which they were made, not misleading
in any official statement or other offering circular utilized in comnection with the sale of any of
the Certificates, including costs and expenses (including attorneys’ fees) of defending itself

agamst any claim or lability in connection with the exercise or performance of any of its powers
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hereunder. The rights of the Trustee and the obligations of the Corporation under this section
shall survive the discharge of the Certificates and this Trust Agreement and the resignation or
removal of the Trustee,

Section 6.04  Notices to Rating Agencies.  The Trustee shall provide the Rating
Agencies, with copies fo the City and the Certificate Insurer, with written notice upon the
occurrence of (1) the discharge of Hability on any Certificates pursuant fo Section 10.02; (i1) the
prepayment or purchase of all Certificates; or (i) a material change in this Trust Agreement or
the Agreement, upon its receipt of written notice of any such changes. The Trustec shall also
notify any Rating Agency of any material changes to any of the documents to which the Trustee
is a party. upon its receipt of written notification of any such changes,

ARTICLE VII
AMENDMENT OF THE TRUST AGREEMENT

Section 701 Amendment_of the Trust Agreement. (3} Except as provided in
subsection (b} and (¢) of this Section 7.01 . this Trust Agreement and the ri ghts and obligations of
the Corporation and of the Owners mav be amended at any time by a Supplemental Trust
Agreement which shall become binding when (i} the written consent of the Certificate Insurer if
the Certificate Insurer is not in default under the Certificate Insurance Policy; or (i) if the
Certificate Insurer is i default under the Certificate Insurance Policy, the written consents of the
Owners of a majority in aggregate principal amount of the Certificates then Outstanding,
exclusive of Certificates disqualified as provided in Section 7.02 hereof, are filed with the
Trustee; provided, that before executing any such supplemental Trust Agreement the Trustee
may first obtain at the Corporation’s expense an Opinion of Counsel that such Supplemental
Trost Agreement complies with the provisions of this Trust Agreement, on which opinien the
Trustee may conclusively rely.

(b No amendment to the Agreement or this Trust Agreement shall (1) extend
the Certificate Paviment Date of, or change the payment dates of, or reduce the rate of interest or
Principal Installmenis. Interest Installments or prepayment premium, tf any, evidenced by any
Certificate without the express written consent of the Owner of such Cert; ficate, or (2) reduce the
percentage of Certificates required for the written consent to any such amendment without the
express written consent of the Owners of all Outstanding Certificates, or (3) modify any rights or
obhgations of the Trustee without its prior written assent thereto, Copies of any amendments
made to this Trust Agreement which are consented to by the Certificate Insurer shall be sent to

S&P.

(c) the Trust Agreement and the rights and obligations of the Corporation
and of the Owners may also be amended at any time by a Supplemental Trust Agreement which
shail become binding upon adoption without the consent of any Owners, but with the prior
written consent of the Certificate Insurer if the Certificate Insurer is not in default under the
Certificate Insurance Policy, and onl y 1o the extent permitted by law, for any ong or more of the
fotlowing purposes:
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{1} to add to the agreements and covenants required herein to be
performed by the Corporation other agreements and covenants
thereatier to be performed by the Corporation, or to surrender any
right or power reserved herein to or conferred herein on the
Corporation:

(i1} to make sich provisions for the purpose of curing any ambiguity or
of correcting, curing or supplementing any defective provision
contained herein or in regard to questions arising hereunder which
the Corporation may deem desirable or necessary and not
inconsistent herewith;

(i} 1o add o the agreements and covenants required herein, such
agreements and covenants as may be necessary to qualify this
Trust Agreement under the Trust Indenture Act of 1939:

(1v)  to make anv amendments or supplements necessary or appropriate
to preserve or protect the exclusion of interest evidenced by the
Certificates from gross income for federal income tax purposes
under the Code or the exemption of the Interest Installments from
state of California personal income taxes;

(v} to make such amendments or supplements as may be necessary or
appropriate to maintain any then current rating on the Certificates
by any of the Rating Agencies;

{vi) 1o add to the rights of the Trustee: or

(vii) for any purpose that will not materially adversely affect the
interests of the Owners.

Section 7.02 Disgualified Certificates.  Certificates owned or held by or for the
account of the Corporation or the City shall not be deemed QOutstanding for the purpose of any
consent or other action or any caleulation of Outstanding Certificates provided in this article, and
shall not be entitled to consent 1o or take any other action provided in this article. Upon the
request of the Trustee, the Corporation shall specify to the Trustee those Certificates disqualified
pursuant to this Section.

seetion 7.03 - Endersement or Replacement of Certificates After Amendment. After
the effective date of any action taken as hereinabove provided, the Corporation may determine
that the Certificares may bear a notation by endorsement in form approved by the Corporation as
to such action, and mn that case upon demand of the Owner of any Outstanding Certificates and
presentaiion of such Owner’s Certificate for such purpose at the ¢ orporale Trust Office of the
Trustee a suitable notation as to such action shall be made on such Certificate, If the Corporation
shall so determine, new Certificates so modified as, in the opinion of the Comoration, shall be
hecessary 1o conform to such action shall be prepared and executed, and in that case upon
demand of the Owner of any Outstanding Certificate a new Certificate or Certificates shall be
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exchanged at the Corporate Trust Office of the Trustee without cost to each OQwner for ifs
Certificate or Certificates then Outstanding upon surrender of such Outstanding Certificates.

Section .04 Amendment by Mutual Consent. The provisions of this article shall not
prevent any Owner from accepting any amendment as to the particular Certificates held by him,
provided that due notation thercot is made on such Certificates.

ARTICLE Vi

EVENTS OF BEFAULT AND REMEDIES OF OWNERS

Section 8,01 Trust Kvents of Default; Acceleration; Waiver of Default.  The
following shall be Trust Events of Default hereunder: (i) an Agreement Event of Default shall
happen and be continung or (i1} the Corporation shall default in the observance of any of the
covenants, agreements or conditions on its part contained in this Trust Agreement, if such defauit
shall bave continued for a period of sixty (60) days after written notice thereof, specifying such
default and requining the same to be remedied, shall have been given to the City and the
Corporation by the Trustee, or to the City, the Corporation and the Trustee by the Owners of not
less than twenty-five per cent (23%) in aggregate principal amount of the Certificates at the time
Ouistanding.

Section 8.02  Remedies. 1f a Trust Event of Default shall happen and be continuing
hereunder Trustee shall have the right:

fad o exercise the remedies provided to the Corporation in the Agreement;
1ded, that nothing contained herewn shall affect or impact the right of action of any Omner to
institute suit direc ctly agamst the City to enforce payment of the obligation evidenced by such

ﬂwm*? g {*mi cates:

{h) by mandamus or other action or proceeding or suil at law or in equity to
enforce the Corporation’s rights under the Agreement against the City or any officer or emplovee
thereof, and to compel the City or any such officer or employee or the Corporation, as
applicable, to perform or carry out ifs or bis duties under law and the agreements and covenants
required to be performed by it or him contained in the Agreement or this Trust Agreement;

{c) h}z sutl i equity to enjoin any acts or things which are unlawful or violate
the rights of the Trusteg;

(d} by suit m eguity upon the happening of any Trust Event of Default
hereunder to enforee the Corporation’s rights under the Agreement and the Trustee’s rights under
this Trust Agreement and to require the City and its officers and employees and the Corporation
1o account as the trustee of an express trust; or

(e} by mandamus or other action or proceeding or suit at law or in equity, to
pursue any other remedy now or hereafter existing in law or in equity or by statute or otherwise
to enforce the performance of the Corporation’s obligations hereunder and to otherwise protect
the Trustee’s rights and interests in connection with this Trust Agreement.

-




Section 803 Moen-Waiver. A waiver of any default or breach of any duty or contract
by the Trustee shall not affect any subsequent default or breach of duty or contract or mpair any
rights or remedies on any such subsequent default or breach of duty or contract. No delay or
onussion by the Trustee to exercise any right or remedy accruing upon any default or breach of
duty or contract shalt impair any such right or remedy or shall be construed to be a waiver of any
such default or breach of duty or contract or any acquiescence therein, and every right or remedy
conferred upon the Trustee by law or by this article may be enforced and exercised from time to
time and as often as shall be deemed expedient by the Trustee.

It any action, proceeding or suit to enforce any right or to cxercise any remedy s
abandoned or determined adversely to the Trustee, the Corporation, the Trustee and the City
shall be restored to their former positions, rights and remedies as if such action, proceeding or
suit had not been brought or taken.

Section 8.04  Remedies Not Exclusive. No remedy herein conferred upon or reserved
to the Trustee or the Owners is intended to be exclusive of any other remedy, and each such
remedy shall be cumulative and shall be in addition to every other remedy given hereunder or
now or herealter existing i law or in equity or by statute or otherwise and may be exercised
without exhausting and without regard to any other remedy conferred by law.

Section 8.05  No Liability by the City to the Owners. Except for the payment when
due of the Installment Payments and the performance of the other agreements and covenants
required to be performed by 1t contained in the Agreement, the City shall not have any obligation
or hability to the Owners with respect to this Trust Agreement or the preparation, execution,
delivery or transfer of the Certificates or the disbursement of the Installment Payments by the
Trustee to the Owners, or with respect to the performance by the Trustee of any right or
obligation required to be performed by it contained herein.

Section 8.06  No_Liability by the Trustee to the Owners. Fxcept as expressly
provided herein, the Trustee shall not have any obligation or Hability to the Owners with respect
to the payment when due of the Installment Payments by the City, or with respect to the
performance by the City of the other agreements and covenants required to be performed by its

contained in the Agreement.

ARTICLE IX
BEFEASANCE

section Y.01  Befeasance of Certificates,

(a) Methods. If and when any Outstanding Certificates shall be paid and
discharged in any one or more of the following ways —

(1} Payment: by well and truly paying or causing to be paid the

principal and interest evidenced by such Certificates, together with apy and
prepayment premiums, as and when the same become due and payable;
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{it) Cash: by mrevocably depositing with the Trustee, in frust, at or
before maturity or the date of prepayment, as applicable, an amount of cash which
{(together with cash then on deposit in the Debt Service Fund and the Reserve
Fund, in the event of payment or provisien for payment of all Outstanding
Cer t‘af@aig‘;} is sufficient to pay such Certificates, including all principal and

iterest evidenced by such Certificates, together with any and premium, as the
same become due; provided, however, that if such Certificates are prepaid prior to
their maturity dates, the Trustee shall have given, or shall receive irrevocable
mstructions o give, notice of such prepayment as provided in this Trust
Agreement; or

() Defeasance Securities: by irrevocably depositing with the Trustee,
i trust, at or before maturity or the date of prepayment, as applicable, noncallable
Defeasance Securities together with cash, if required, in such amount as will, in
the opmion of an mdependent certified public accountant delivered to the Trustee,
together with irffrcst to accrue thereon {and, in the event of payment or provision
for payment of all Outstanding Certificates moneys then on deposit in the Debt
Service Fund and the Reserve Fund together with the interest to accrue thereon),
be fully sufficient to pay such Certificates (including all principal and interest
evidenced by such Certificates, together with any and prepayment premiums), as
the same became due; provided, however, that if such Certificates are prepaid
prior to thenr maturity dates, the Trustee shall have given, or shall receive
trrevocable instructions to give, notice of such prepayment as provided in this
Trust Agreement;

then, notwithstanding that any such Certificates shall not have been swrendered for payment, all

obligations under this Trust Agreement of the Corporation (if any), the Trustee and the City with
respect to such Certificates shall cease and terminate, except only the obligation of the Trustee to
pay or cause to be paid, solely from funds deposited pursuant to paragraphs (1), (2) or (3) of this
section, as applicable, to the Owners of the Certificates not so surrendered and paid all sums due
with respect o the prneipal and interest evidenced by such Certificates, and in the event of
deposits pursuant to paragrap hs (1), {2) and (3} of this Section, the Certificates shalf continue to
represent proportionate interests of the Owners thereof in Installment Payments under the
Agreement.

i moueys or securities are deposited with and held by the Trustee as hereimnabove
gmwduj Trustee shall mail a notice, first-class postage prepaid, to the Owners of the
appiicable { e;"tmbauew at the addresses listed on the Certificate Register, stating that (a) moneys
or Defeasance Securnities are so held by it, and (b) that all obligations under this Trust Agreement
with respect to such Certificates bave been released in accordance with the provisions of this
Section excepl only the obligation of the Trustee to pay or cause to be paid, solely from the funds
and Defeasance Securities deposited pursuant to this Section, all sums due with respect to the
principal and interest evidenced by such Certificates.

Section 902 Discharge of Trust Agreement. When all Certificates shall have been
pard and discharged as provided in Section 9.01 {except for the right of the Owner and the
obligatron of the Trustee 1o have the money and securities mentioned therein applied to the
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Trust Agreement shall thereupon cease, determine and become void except for the right of the
Owners and the obligation of the Trustee to apply such moneys and securitics to the payment of
the Clertiticates as herein set forth and the right of the Trustee to collect any fees or expenses due
hoereunder and the Trustee shall turn over to the City, as an overpayment with respect to
nstallment Payments, all balances remaining in any of the {unds or accounts held hereunder
other than the Rebate Fund and moneys and Defeasance Securities held for the payment of the
Certificates at maturity or on prepayment, which moneys and Defeasance Securities shall
cotitinue 1o be held by the Trustee in trust for the benefit of the Owners and shall be apphed by
the Trustee fo the payment, when due, of the Installment Payments evidenced by the Certificates,
and aller such payment, this Trust Agreement shall become void.

payment of Certificates as therein set forth), then and in that case the obligations created by this
SHE
b

Upon receipt of a Request of the City, the Trustee shall cause an accounting for such
pertod or perfods as may be requested by the City to be prepared and filed with the City and shall
execute and deliver to the City all such instruments as may be necessary or desirable to evidence
the discharge and satisfaction of the Agreement and this Trust Agreement.

mection .03 Surviving Provisions.  Notwithstanding the satisfaction and discharg ge
hereof, the Trustee shall retain such rights, powers and privileges hereunder as may be necessary
or convenient for the pavment of the principal, interest and prepayment premium, if any, on the
Certificates and for the registration, transfer and exchange of the Certificates.

Seetion V.04 Payments by Certificate Insurer. Notwithstanding anything contained
in this Trust Agreement to the contrary, in the event that the Interest Instaliments and/or the
Principal Installments evidenced by any of the Certificates shall be paid by the Certificate Insurer
pursuant to the Certificate Insurance Policy, such Certificates shall remain Outstanding
hereunder for all purposes, shall not be defeased or otherwise satisfied and shall not be
considered ;}aid and the assignment and pledge hereof and all agreements, covenants and other
obligations of the Ciry under the Agreement assigned to the Trustee for the benefit of the Owners
of the Certificates shall continue to exist and shall run to the benefit of the Certificate Insurer,
and the Certificate Insurer shall be subrogated to the rights of such Owners.

ARTICLE X
PROVISIONS RELATING TO CERTIFICATE INSURANCE POLICY

Section 10.01 Certificate Insurance Policy. Notwithstanding anything to the contrary
contained hercin, any amount drawn under the Insurance Policy will be available only for
payment of installment Payments evidenced by the Certificates pursuant (o the provisions of this
Article X,

section 1002 By ayment Procedure Under the Certificate Insurance Policy.

{a} In the event that, on the second Business Day, and again on the Business
Dray, prior to the Payment Date, the Trustee has not received sufficient moneys to pay all
amounis due with respect to the Certificates due on the second following or following, as the
case may be, Business Day, the Trustee shall immediately notify the Certificate Insurer or its
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designee on the same Business Day by telephone or telegraph, confirmed in writing by registered
or certified mail, of the amount of the deficiency.

(b} H the deficiency 1s made up in whole or in part prior 1o or on the payment
date, the Trustee shall so notify the Certificate Insurer or its desi ghee.

(cl In addition, if the Trustee has notice that any Owner has been required (o
disgorge Installment Payments evidenced by the Certificates to a (rustee in bankruptcy or
creditors or others pursuant to a final judgment by a court of competent jurisdiction that such
payment constitutes an avoidable preference to such Owner within the meaning of any applicable
banksuptey laws, then the Trustee shall notify the Certificate Insurer or its desi gnee of such fact
by telephone or ielegraphic notice, confirmed in writing by registered or certified mail,

Section 10.03 Trustee as Attornev-In-Fact. The Trustee is hereby 1rrevocably
designated, appomnted, directed and authorized to act as an attorney-in-fact for Owners of the
Certificates as follows:

(a) il and to the extent the Trustee has not received sufficient moneys (o pay

the Interest Installments evidenced by the Certificates, the Trustee shall (1} execute and deliver to
State Street Bank and Trust Company, N.A., or its successors under the apphicable Certificate
nsurance Policy (the “Insurance Paying Agent™), in form satisfactory 1o the Insurance Paying
Agent, an insttument appointing the Certificate Insurer as agent for such Owners in any legal
proceeding related 1o the payment of such interest and an assignment to the Certificate Insurer of
the claims for interest to which such deficiency relates and which are paid by the Certificate
surer, (i) receive as designee of the respective Owners (and not as Trustee) in accordance with
the tenor of the applicable Certificate Insurance Policy payment from the Insurance Paying
Agent with respect to the claims for interest so assigned, and (i) disburse the same to such
respective Owners, and

{(b) il and to the extent the Trustee has not received sufficient moneys to pay
the Principal Instaliments evidenced by the Certificates or the Series D Certificates, the Trustee
shall (1} execute and deliver to the Insurance Paying Agent in form satisfactory to the Insurance
Paving Agent an instrument appointing the Certificate Insurer as agent for such Owner in any
legal proceeding relating to the payment of such Principal Installment and an assignment to the
Certificate Insurer of any of the Certificates surrendered to the Insurance Paymg Agent of so
much of the Principal Installment thereof as has not previously been paid or for which moneys
are not held by the Trustee and available for such payment (but such assignment shall be
delivered only if payment from the Insurance Paying Agent 1s received), (1) receive as designee
of the respective Owners (and not as Trustee) in accordance with the tenor of the applicable
fustrance Policy pavment therefor from the Insurance Paying Agent, and (111) disburse the same
0 such Owners.

section 10.04 No Discharge.

{a Installment Payments evidenced bv the Certificates disbursed by the
Trustee from proceeds of the applicable Certificate Insurance Policy shall not be considered to
discharge the obligation of the City with respect to such Instaliment Payments, and the
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Certificate Insurer shali become the owner of such unpaid Certificates and claims for the interest
i accordance with the tenor of the assignment made to it under the provisions of this Article or
otherwise.

(h) Irrespective of whether any such assignment is executed and delivered, the
Corporation and the Trustee hereby agree for the benefit of the Certificate Insurer that: (i) they
recognize that to the extent the Certificate Insurer makes payments, directly or indirectly (as by
paying through the Trusiee), on account of Installment Payments evidenced by the Certificates,
the Certificale Insurer will be subrogated to the rights of such Owners to receive the amount of
such Installment Payments evidenced by the Certificates from the City, with interest thereon as
provided and solely from the sources stated in the Agreement and such Certificates; and (i) they
will accordingly pay to the Certificate Insurer the amount of Installment Payments {including
prncipal and interest recovered under subparagraph (ii) of the first paragraph of the applicable
Certificate Insurance Policy, which principal and interest shafl be deemed past due and not to
have been paid), with interest thereon as provided in the Agreement and such Certificates, but
only from the sources and in the manner provided in the Agreement for the payment of Principal
Installments and Interest Installments with respect to such Certificates to Qwners, and will
otherwise treat the Certificate Insurer as the owner of such rights to the amount of such principal
and interest,

section 10.05 Rights of Certificate Insurer. Notwithstanding anything to the contrary
contamed herein, so long as the Certificate Insurer is not in default under the Certificate
nsurance Policy, (a) the Certificate Insurer, acting alone, shall have the right to direct all
remedies upon the occurrence and during the continuance of a Trust Event of Default, (b) the
Certificate Insurer shall be deemed to be the Owner of each Certificate it insures for the purpose
of exercising all rights and privileges available to such Owners, (¢) the Certificate Insurer shall
have the nght Lo institute any swit, action or proceeding at law or in equity under the same terms
as an Ownaer i accordance with the apphadi sle provisions of this Trust Agreement and (d) except
{or @ propayment pursuant to the terms of Section 2,07 or 2.08 of this Trust Agreement, there
shall be no acceleration 1n the payment of principal with respect to the Cestificates without the
prior writien consent of the Certificate Insurer.

Section 10.06 Notices.  The Certificate Insurer shall receive copies of all notices
required to be de livered to Owners or to the Trustee and, on an annual basis, copics of the City’s
audited financial statements and annual budget, if any. The Certificate Insurer shall receive
notice of the resignation or removal of the Imsisc and the appoimntment of a successor thereto.
The Certificate Insurer shall also receive notices of any amendment to this Trust Agreement
which does not requite its prior consent.  Copies of any amendments made to this Trust
Agreement which are consented to by the Certificate Insurer, the defeasance of Certificates
pursuant to Article X, and any acceleration of the maturity of the Principal Installments pursuant

.

to Section [8.01] of the Agreement shall be sent to S&P.
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ARTICLE X1

MISCELLANEOUS

Section 1101 Benefits of this Trust Agroement. Nothing contained herein, expressed
or implied, is intended to give to any person other than the Corporation, the Trustee, the City, the
Certificate Insurer, the issuer of each Financial Guaranty and the Owners any right, remedy or
claim under or by reason hereof. Any agreement or covenant required herein to be performed by
or on behall of the Corpor aimn or any member, olficer or employee thereof shall be for the sole
and exclusive benefit of the Trustee, the City, the Certificate Insurer, the issuer of each Financial
Crugranty and the Owners.

Section 11.02 Pravisiens, to Pay Financial Guaranty Issuer(s). Noéwnhs[andmg
anything to the contrary herein, this Trust Agreement may not be terminated unfess Provisions
fave been made to pay all amounts owed to the issuer of each Financial Guaranty then in effect
under the terms of each such Fmancial Guaranty.

Section 11.03 Sueccessor Is Deemed Included In All Referemces To Predecessor.
Whenever herein either the Corporation or any member, officer or employee thereof is named or
referred to, such reference shall be deemed to include the successor to the powers, duties and
functions that are presently vested in the Corporation or such member, officer or employee, and
JE}_ agreements and covenants required hereby to be performed by or on behalf of the Corporation

sany member, officer or employee thereof shall bind and inure to the benefit of the respective
successors thereof whether so expressed or not.

Section 11.04 Execution of Documenis by Owners. Any declaration, request or other
mstrument w imh is permitted or required herein to he executed by Owners may be in one or
more instruments of similar tenor and may be executed by Owners in person or by their attorneys
appointed in writing. The fact and date of the execution by any Owner or his attorney of any
declaration, request or other mstrument or of any writing appointing such attorney may be
proved by the certificate of any notary public or other officer authorized to make
ackpowledgments of deeds to be recorded n the state or tetritory in which he purposts to act that
the person signing such declaration, request or other instrument or writing acknowledged to him
the execution thereof, or by an affidavit of a witness of such execution duly-sworn to before such
notary public or other officer. The ownership of any Certificates and the amount, Certificate
Payment Date, number and date of holding the same may be proved by the Certificate Register.

Any declaration, request or other instrument or writing of the Owner of any Certificate
shall bind all future Owners of such Certificate with respect to anything done or suffered to be
done by the Corporation or the Trustee in good faith and in accordance therewith.

Section 1105 Waiver of Personal Liability. No member, officer or employee of the
Corporation shall be individually or personally liable for the payment of the Interest Installments
or Prineipal Installments or prepayment premiums, if any, evidenced by the Certificates by
reason of therr delivery, but nothing herein contained shall relieve any such member, officer or
cmiplovee from the performance of any official duty provided by applicabie provisions of law or
nerehy
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Section 11.06 Content of Certificates.  Every Certificate of the Corporation with
respect io comphance with any agreement, condition, covenant or provision provided herein
shall include (a) o statement that the person or persons making or giving such certificate have
read such agreement, condition, covenant or provision and the definitions herein relating thereto;
(b} a briet statement as to the nature and scope of the examination or investigation upon which
the statements contatned i such certificate are based; (c) a statement that, in the opinion of the
signers, they have made or caused to be made such examination or investigation as is necessary
to epable them to express an informed opinion as to whether or not such agreement, condition,
covenant or provision has been complied with; and (d) a statement as to whether, in the opinion
of the signers, such agreement, condition, covenant or provision has been complied with,

Any Certficate of the Corporation may be based, insofar as it relates to legal matters,
upon an Upanon of Counsel unless the person making or giving such certificate knows that the
Opimion of Counsel with respect to the matters upon which his certificate may be based, as
aforesaid, 15 erroncous, or 10 the exercise of reasonable care should have known that the same
was erroneous,  Any Opinjon of Counsel may be based, insofar as it relates to factual matters or
wformation with respect to which is in the possession of the Corporation, upon a representation
by an officer or officers of the Corporation unless the counsel executing such Opinion of
Counsel knows that the representation with respect to the matters upon which his opinion may be
hased, as aforesaid, 18 erroneous, or m the exercise of reasonable care should have known that
the same was erroneous.

section 11.07 Acgounts and Funds; Husiness Davs. Any account or fund required
herem to be established and maintained by the Trustee may bre established and maintained in the
accounting records of the frustee either as an account or a fund, and may, for the purposes of
such accounting records, any audits thereof and any ss.—:ports or statements with respect thereto, be
treated either as an account or a fund; but all such records with respect to all such accounts and
funds shall at all tmes be maintained in accordance with this Trust Agreement and sound
corporate trust mdustry practice and with duc regard for the protection of the security of the
Certificates and the rights of the Owners.  Any action required to occur hereunder on a day
which is not a Business Day shall be required to oceur on the next succeeding Business Day with
the same effect as ifmade on such non-Business Day.

section 1108 Notiges.  Unless otherwise provided heretn, all notices, certificates or
other communications hereunder shall be deemed sufficiently given upon actual receipt thergof
when recetved by the City, the Corporation, the Trustee, the Certificate Insurer and the Rating
Agencies, as the case may be, at the respective address provided pursuant fo this Section or, if
matled by first class mal, postage prepaid, addressed to the appropriate address provided
pursuant to this Section, six Business Days after deposit in the United States mail, the initial
address {or notices, counterparts and other communications hereunder is as follows:

Wio the Corporation: Lod: Public Improvement Corporation
c/o City of Lodi
221 West Pine Street
Lodi, Califorma 95241-1910
Attention: City Clerk
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[ to the Citv: City of Lodi
2121 West Pine Street
Lodi, Cabifornia 95241-1910
Attention: City Manager

It to the Trustee: Union Bank of California, N.A.
475 Sansome Street, 12th Floor
San Francisco, CA 94111
Attention: Corporate Trust Department

I te the Certificate Insurer;

Altention:

Ifto S&P. 10 Standard & Poor’s Rafings Services
55 Water Street, 38th Floor
New York, New York 10041
Attention: Municipal Structured Group
Facsimile: (2123 438-2152
Telephone: (212) 438-2124

[fto Frich, to Fitch, Inc.
650 California Street, 8th Floor
San Francisco, California 94018
Attention: U5, Public Finance Group
Facsimile: (415) 732-5770
Telephone: (415) 732-5610

The City, the Trustee, the Corporation, the Certificate Insurer and the Rating Agencies
may, by notice zen en hereunder, designate any further or different addresses to which subsequent
notices, certificates or other communications shall be sent. Unless otherwise requested by the
City, the Trustee, the Corporation, the Certificate Insurer or the Rating Agencies, any notice
required to be given hereunder in writing may be given by any form of Electronic Notice capable
of making a written record. Each such party shall file with the Trustee information appropriate
to receiving such form of Electronic Notice.

Section 11.09 CUSIP Numbers. Neither the Corporation nor the Trustee shall be liable
for anv defect or inaceuracy in the CUSIP number that appears on any Certificate or in any
prepayment notice relating thereto.  The Trustee may, in its discretion, include in any
prepavment notice relating to any of the Certificates a statement to the effect that the CUSIP
numbers on the Certificates have been assigned by an independent service and are included in
siech potice solely for the convenience of the Owners and that neither the Corporation nor the
Trustee shall be liable for anv defects or inaccuracies in such numbers.

.‘:?cd'm P10 Parctial Invaliditv. 1f any one or more of the agreements or covenants or
portions thereof required hereby to be performed by or on the part of the Corporation or the
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Trustee shall be contrary to law, then such agreement or agreements, such covenant or covenants
or such porttons thereof shall be null and void and shall be deemed separable from the remaining
agreements and covenants or portions thereof and shall in ne way affect the validity hereof or of
the Certificates, and the Owners shall retain all the benefit, protection and security afforded to
them under any applicable provisions of faw. The Corporation and the Trustee hereby declare
that they would have executed and delivered this Trust Agreement and each and every other
article, section, paragraph, subdivision, sentence, clause and phrase hereof and would have
authorized the exccution and dehivery of the Certificates pursuant hereto isrespective of the fact
that any one or more articles, sections, paragraphs, subdivisions, sentences, clauses or phrases
nercof or fthe application thereof to any person or circumstance may be held to be
anconstitutional, unenforeeable or invalid.

Seetion T California Law. This Trust Agreement shall be construed and governed
m accordance with the laws of the State of California.

Section 11,12 Exeention in Several Counterparts. This Trusl Agreement may be
executed in any number of counterparts and each of such counterparts shall for all purposes be
deemed to be an original; and all such counterparts, or as many of them as the Corporation and
the Trustee shall preserve undestroyed, shall together constitute but one and the same instrument.

[Remamder of Page Intentionally Left Blank ]
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IN WITNESS WHEREOF, the Lodi Public Improvement Corporation has caused this
Trust Agreement to be signed m iis name by its President and [Name of Trustee], in token of its
aceeptance of the trusts created hereunder, has caused this Trust Agreement to be signed by one
of the officers thereunder duly authorized, all as of the day and vear first above written.

LODI PUBLIC IMPROVEMENT
CORPORATION

By:

President
Attest:

Secretary to the Corporation

APPROVED:

Attorney for the C_f()fp@;’&%é(}f;.

UNION BANK OF CALIFORNIA, N.A.,
as Trustee

By:

Authorized Officer

HIORLA L4044 4
005 EIC



EXHIBIT A

FORM OF CERTIFICATE

CITY OF LODI
WASTEWATER SYSTEM REVENUE
CERTIFICATE OF PARTICIPATION

2004 Series A
Evidencing a Proportionate
Interest of the Owner Hereof in Certain
Installment Payments to be made by the
CITY OF LODI

Unless his certificate is presented by an authorized representative of The Depository Trust
Lompany, a New York corporation ("DTC™), to the City of Lodi or its agent for registration of
trapsfer, exchange, or payment, and any certificate issued is registered in the name of Cede &
Co. or mn such other name as s requested by an authorized representative of DTC (and any
payment s made to Cede & Co. or to such other entity as is requested by an authorized
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the
registered owner hereof, Cede & Co., has an interest herein.

No R s
Certificate
interest Rate Payment Date Diated Date CUSIP
o S 1,

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: §

THES IS TO CERTIFY AND THIS CERTIFICATE EVIDENCES that the registered
owner of this Ceruficate set forth above is the owner of a proportionate interest in certain
stallment payments (the “Installment Payiments”) to be made by the City of Lodi, a municipal
corporation organized and existing under and by virtue of the Constitution and laws of the State
of Califorma (the “City”) under and pursuant to that certain Installment Purchase Agreement (the
“Agreement”), dated as of May 1, 2004, by and between the City and the Lodi Public
improvement Corporanon {the “Corporation™}. Al of the rights to receive such Instaliment
Payments bave heen assigned by the Corporation to Union Bank of California, N.A., as trustee {
and together with any successor trustee thereunder, the “Trustee”) under that certain Trust
Agreement (the “Trust Agreement”), dated as of May 1, 2004, between the Corporation and the
Trustee. Capitalized lerms used 1n this Certificate not otherwise defined herein shall have the
meanings given such terms in the Trust Agreement.

P
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The registered owner of this Certificate is entitled to receive, subject to the terms of the
Agresment, on the Certificate Payment Date set forth above, the principal amount set forth
above, represeniing the registered owner’s proportionate share of the principal component of
Instaliment Payments becoming due and ]mml le with respect to such Certificate Payment Date
The princ zpai evidenced hereby is payable in lawful money of the United States of America upon
surrender of this Certificate at the Corporate Trust Office of the Trustee. The registered owner
ol this Certificate as shown in the registration books maintained by the Trustee as of the close of
business on the applicable Record Date is entitled to receive such registered owner’s
proportionate share of the mterest component the Installment Payments evidenced by this
Certificate { representing interest on the principal component of the Installment Payments owned
by the registered owner hercof) at the interest rate set forth above [rom the Interest Payment Date
next preceding the date of execution hereol by the Trustee; unless such date of execution is after
a Record Date and on or before the following Interest deymem Date, in which event from S‘UCh
lnterest Payment Date; or unless such date of execution 1s on or before September 15, 2004, 1t
which event from the Dated Date specified above; provided that if at the time of such cxccutio'ﬂ
of this Certificate, inferest evidenced by this Certificate is then in default, interest shall be
payable from the Interest Payment Date to which the interest evidenced by this Certificate has
previously been paid or made available for payment. Interest evidenced by this Certificate due
on or before the Certificate Payment Date shall be pavable in lawful money of the United States
of America, by check maﬁ]ed on *;m:h h'ﬁeregt %’%wment §)ate bv ﬁr%t class mail to ihe regi‘;tered
owner hereol, prov
dollars (51,000,000} or more dgy{:gaz,c pr mupdi amourt {)f (,crtfﬁcates, upon the W%:;tten
request of the registered owner hereof received by the Trustee at least three Business Days prior
y the apphcable Record Date (which request shall remain in effect untif rescinded in writing by
md registered owner), interest shall be patd by wire transfer in timmediately available funds.

Interest with respect fo the Certificates will be paid on each Interest Payment Date
provided that 1 any Interest Payment Date 1s not a Business Day, such interest shall be mailed or
wired as provided above on the next succeeding Business Day and no interest shall accrue from
the date when due. Interest Payment Date means each Aprit 1 and October 1, commencing
October 1. 2004, Interest shall be computed on the basis of a 360-day year of twelve 30-day
months

This Certificate 1s one of the duly anthorized certificates of participation designated “City
of Lodi Wastewater System Revenue Certificates of Participation 2004 Series A (the
“Certiticates™} aggregating ~ Million Hundred Thousand dollars
(5 yio principal amount, which have been executed and d@h\fcscd by the Trustee
under and pmsuam to the provisions of a Trust Agreement, dated as of . 2004 (the “Trust
Agreement’) between the Corporation and the Trustee. The obligation of the C ity to make the
Installment Payments is a special obligation of the City payable solely from the System Net
Revenues of the City's wastewater system as provided in the Agreement. The general fund of
the City 1s not lable for, and neither the faith and credit nor the taxing power of the City is
pledged to, the payment of the Installment Payments under the Agreement. The City has
outstanding obligations, and may, as provided in the Agreement, incur other obligations, payable
from the Svystem Net Revenues on a parity with the Instaliment Payments.
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tn the Agreement, the City has certified that all acts, conditions and things required by
the Constitution and statutes of the State of California to have been performed, to have happened
and to exist precedent to and in connection with the execution and delivery of the Agreement,
have been performed, have happened and do exist in regular and due time, form and manner as
required by law,

Copies of the Agreement and the Trust Agreement are on file at the Corporate Trust
Office of the Trustee and reference s hereby made to the Agreement and the Trust Agreement
and to any and all amendments thercol’ and supplements thereto for a description of the
apreements, conditions, covenants and terms of the Certificates, for the nature, extent and
manner of enforcement of such agreements, conditions, covenants and terms, for the rights and
remedies of the registered owners of the Certificates with respect thereto and for the other
agreements, condions, covenants and terms upon which the Certificates are executed and
delivered thereunder.
The Certificates maturing on and prior to October 1, are not subject to optional
prepayment prior o their stated maturity dates. The Certificates maturing on and after October
. are subject (o optional prepayment prior to their stated maturity dates on any date on and
after October 1, . as a whole or n part, at the option of the City, from any source of
avatlable funds at the following prepayment prices (computed upon the principal amount of the
Certificates or portions thereof to be prepaid) plus unpaid accrued interest thereon to the date
fixed tor prepayment:

Prepavment Period Prepayment Price
{hoth dates inclusive)
October 1, through September 30, Yo
October 1, through September 30, %
October |, and thereafter 100%
The Certificates maturing on October 1, _ are subject to mandatory prepayment prior
to matunty, in part by lot, commencing on October 1, and on each October 1 thereafter to
and ncluding October 1, . from principal components of Installments Payments made by

the City on the immediately preceding Installment Payment Date, at a prepavment price equal to
the princepal amount of the Certificates to be prepaid, plus unpaid acerued interest thereon to the
date fixed for prepayment, without a prepayment premium. To the extent that the amount of the
principal components of the Installment Pavments due with respect to any such October 1 has
been reduced pursuant to the Agreement, then the principal amount of Certificates maturing on
October 1. which are subject to mandatory prepayment on such October 1 shall be reduced
by the same amount.

DOCSEAT 04457 4
LOE0-8 EIC A-3




This Certificate is transferable on the books required to be kept for that purpose at the
Corporate Trust Office of the Trustee by the Person in whose name it is registered, in person or
by his duly authorized attomey, upon payment of the charges provided in the Trust Agreement,
and upon surrender of this Certificate {or cancellation accompanied by delivery of a duly
executed written mstrument of transfer in a form acceptable to the Trustee, and thereupon a new
Certificate or Certificates evidencing a like aggregate principal amount in  authorized
denonmnations will be delivered to the transferee. This Certificate may be exchanged at the
Corporate Trust Office of the Trustee, upon payment of the charges provided in the Trust
Agreement, for Certificates evidencing a like aggregate principal amount of Principal
Installments payable on the same Certificate Payment Date of other authorized denominations.
The Trustee may deem and treat the registered owner hereof as the absolute owner hereof for the
purpose of receiving payment of the interest and principal and prepayment premium, if any,
evidenced hereby and for all other purposes, whether this Certificate shalf be overdue or not, and
the Trustee shall not be affected by any notice or knowledge to the contrary, and payment of the
interest and prmcipal and prepayment premium, if any, evidenced by this Certificate shall be
made only 1o such registered owner, which payments shall be valid and effectual to satisfy and
discharge hability on this Certificate to the extent of the sum or sums so paid.

The Trustee has no obligation or liability to the Certificate owners for the payment of the
interest or principal or the prepayment premiums, if any, evidenced by the Certificates; but rather
the Trustee’s sole obhigations are those stated in the Trust Agreement.

No member, officer or employee of the City or the Corporation shall be individually or
personaily liable for the payment of the interest or principal or prepayment premiums, if any,
evidenced by the Certificates or by reason of their delivery, but nothing herein contained shall
relieve any such member, officer or employee from the performance of any official duty

provided by applicabic provisions of law or hereby.

1o the extent and in the manner permitted by the terms of the Trust Agreement, the
provisions of the Trust Agreement may be amended by the parties thereto, but no such
amendment shall (1) extend the Certificate Payment Date of this Certificate, or change the
payment dates of, or reduce the rate of mterest or principal or prepayment premium, if any,
evidenced hereby, without the express written consent of the registered owner hereof, or (2)
reduce the percentage of Certificates required for the written consent to any amendment. or (3)
modify any rights or obligations of the Trustee without its prior written assent thereto.

ihe Trust Agreement prescribes the manner in which it may be discharged and after
which the Certificates shall no longer be secured by or entitled to the benefits of the Trust
Agreement.
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IN WETNESS WHEREOF, this Certificate has been executed by the manual signature of
an authorized signatory of the Trustee as of the date helow.
EXECUTION UNION BANK OF CALIFORNIA, N.A.,
DATE: as Trustee

By:

Authorized Signatory
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STATEMENT OF INSURANCE

V (the “Certificate Insurer™) has issued a policy containing
the following pm\mom such policy being on file at the office of {Name of Trustee] in Los
Angeles, Califorma.

The Certificate Insurer, In consideration of the payment of the premium and subject to the
terms of this policy, herchby unconditionally and irrevocably guarantees to any owner, as
hereinafter defined, of the following described obligations, the full and complete payment
required to be made by or on behalf of the City to [Name of Trustee], as Trustee, or its successor
{the “Trustec™) of an amount equal to (i) the principal (either at the stated maturity or by any
advancement of maturity pursuant to s mandatory sinking fund payment) and interest evidenced
by the Certificates (as that term 1s defined %‘}cﬁow) as such payments shall become due but shall
not be so paid (except that m the event of any acceleration of the due date of such principal by
reason of mandatory or aptional prepavment or acceleration resulting from default or otherwise,
other than any advancement of maturity pursuant to a mandatory sinking fund payment, the
payments guaranteed hereby shall be made in such amounts and at such times as such payments
of principal would have been due had there not been any such acceleration); and (ii) the
reimbursement of any such payvment which is subsequently recovered from any owner pursuant
tooa final judgment by a court of competent jurisdiction that such payment constitutes an
avoidable preference to such owner within thu meaning of any applicable bankruptey law. The
amounts referred to in clauses (1) and (11} of the pr{:ccdmg sentence shall be referred to herein
collectively as the “Insured Ameounts.” “Certificates” shall mean:

CITY OF LODI
WASTEWATER SYSTEM REVENUE
CERTIFICATE OF PARTICIPATION

2004 Series A
Evidencing a Proportionate Interest
of the Owner Thereof in Certain Instalbment
Payments to be made by the City of Lodi, California

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in
writing by registered or certified mail, or upon receipt of written notice by registered or certified
mual, by the Certificate Insurer from the Trustee or any owner of an Certificate the payment of an
sured Amount for which is then due, that such required payment has not been made, the
Insurer on the due date of’gucé payment or within one business day after receipt of notice of such
nonpavment, whichever is later, will make a deposit of funds, in an account with State Street
Bank and Trust O ompan‘y, \A in New York, New York, or its successor, sufficient for the
payment of any such Insured Amounts which are then due. Upon presentment and surrender of

uch Certificates or presentment of such other proof of ownership of the Certificates, together
with any appropriate instruments of assignment to evidence the assignment of the Insured
Amournts due on the Certificates as are paid by the Insurer, and appropriate instruments to effect
the appointment of the Certificate Insurer as an agent for such owners of the Certificates in any
egal proceeding related to payment of Insured Amounts on the Certificates, such instruments

<

;
being 1 a form satisfactory to State Street Bank and Trust Company, N.A., State Street Bank
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andd Trust Company, N.A. shall disburse to such owners or the Trustee payment of the Insured
Amounts due on such Clertificates, less any amount held by the Trustee for the payment of such
Insured Amounts and legally available therefor. This policy does not insure against loss of any
prepayment premium which may at any time be payable with respect to any Certificate.

As used herein, the term “owner” shall mean the registered owner of any Certificate as
mdicated in the registration books maintamed by the Trustee, the City or any designee of the
Uity for such purpose. The term owner shall not include the City or any party whose agreement

with the City constitutes the underlving security for the Certificates.

Any service of process on the Certificate Insurer may be made to the Certificate Insurer
at its officers located at and such service of process shall be valid
and binding.

This pelicy is non-cancelable for any reason.  The premium on this policy is not
refundable for any reason including the pavment prior to maturity of the Certificates.

—;

fn the event the Certificate Insurer were to become insolvent, any claims arising under a
policy of financial guaranty insurance are excluded from coverage by the California Insurance
Guaranty Association, established pursuant to Article 14.2 (commencing with Section 1063) of

Chapter ot Part 2 of Davision | of the California Insurance Code.
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[FORM OF ASSIGNMENT TO APPEAR ON CERTIFICATES]

For value received the undersigned hereby sells, assigns and transfers unto
_ (Taxpayer Identification Number: __} the within Certificate and
all rights thereunder, and hereby irrevocably copstitutes and appoints ~
altorney to transfer the within Certificate on the books kept for registration thereof, with full
power of substitution in the premises.

Drated:

Note:  The signature to this Assignment must correspond with the name as written on the face of
the Certificate in every particular, without alteration or enlargement or any change
whatever,

Signature Guaranteed:

Notice: Signature must be guaranteed by an eligible guarantor institution.
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EXHIBIT B

FORM OF IMPROVEMENT FUND REQUISITION

[ Name of Trustee], as Trustee
[address of Trustee)
Attention: | |

— .y

RE: Disbursement from the Improvement Fund pursuant to Section 3.05 of the Trust
Agreement (the “Trust Agreement”), dated as of 1, 2004, by and between [Name
of Trustee], as trustee (the “Trustee”) and the Lodi Public Improvement Corporation

{the "Cormporation™)}
REQUISITIONNO.

Amount; Payee. You are hereby nstructed to pay to:
at from the Improvement Fund established pursuant to the
Trust Agreement the sum of § ___ for the following-described Costs of the Project (as
such terms are defined m the Trust Agreement) (describe expenditure):

[his cost has been properly incurred, is a proper charge against the Improvement Fund
and has not been the basis of any previous disbursements.

Check hiere it all Costs of the Project have been paid and the Trustee is directed to
undertake transiers from the Improvement Fund pursuant to Section 3.05 of the Trust
Agreement.

Very truly vours,

CITY OF LODI

City Repsfeseﬁtative
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EXHIBITC

FORM OF COST OF ISSUANCE FUND REQUISITION

[ Name of Trusteel, as Trustee
Laddress of Trustee]

Attention: {1
RE:  Disbursement from the Cost of Issuance Fund pursuant to Section 3.06 of the Trust
Agreement {the “Trust Agreement”™), dated as of _ 1, 2004, by and between [Name

of the Trustee|, as trustee (the “Trustee”) and the Lodi Public Tmprovement
Corporation (the "Corporation™)

REQUISITIONNO,

Amount; Payee. You are hereby instructed to pay to:
at from the Cost of Issuance Fund established pursuant to
the Trust Agreement the sum of§ for the following-described Costs of Issuance (as

defined i the Trust Agreement) {describe expenditure):

‘These costs have been properly incurred, are a proper charge against the Cost of Issuance
Fund and has not been the basis of any previous disbursements.

Check here 1f all Cost of Issuance have been paid and the Trustee is directed to
undertake transfers from the Cost of issuance Fund pursuant to Section 3.06 of the
Trust Agreement.

Very truly vours,

CITY OF LODI

By:

City Representative

jaddat @
e
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RESOLUTION NO. LPIC2004-01

A RESOLUTION OF THE LODI PUBLIC IMPROVEMENT CORPORATION
APPROVING THE FORMS AND AUTHORIZING THE EXECUTION AND DELIVERY OF
AN INSTALLMENT PURCHASE CONTRACT AND A TRUST AGREEMENT IN
CONNECTION WITH CITY OF LODI WASTEWATER SYSTEM REVENUE
CERTIFICATES OF PARTICIPATION, 2004 SERIES A; AND APFROVING AND

WHEREAS, the City of Lodi, a municipal corporation duly organized and existing under and by virtue
of the Constitutiont and laws of the State of California {the “City") owns and operates a municipal wastewater
system (the “System”), to provide for the collection, treatment, and disposal of wastewater; and

WHEREAS, the City proposes to make certain additions, betterments, extensions, replacements,
and improvements 1o the System (the "Project™); and

WHEREAS, the Lodi Public improvement Corporation (the “Corporation”) is a nonprofit public benefit
corporation formed for the purpose of assisting the City in financing capital improvemnents such as the
Project; and

WHEREAS, the Corporation has agreed fo assist the City by acquiring or causing the acquisition of
the Project and selling the Project to the City pursuant to the terms of an Instaliment Purchase Coniract (the
“nstaliment Purchase Contract”); and

WHEREAS, pursuant to the Instaliment Purchase Contract, the City will be obligated to make
instaliment payments (the “Instaliment Payments”) to the Corporation as the purchase price of the Project;
and

WHEREAS, the Corporation will assign cerfain of its righits under the insialiment Purchase
Agreement, including its rights to receive the Instaliment Payments to Union Bank of California, N.A. (the
“Trustee”} pursuant 1o a Trust Agreement (the “Trust Agreement”) between the Corporation and the Trustes;
and

WHEREEAS, pursuant to the Trust Agreement, the Trusiee is 1o execute and deliver Cify of Lodf
Wastewater Systermn Revenue Cerlificates of Participation, 2004 Series A (the "Certificates™), evidencing the
proportionate interests of the owners thereof in the Instaliment Payments; and

WHEREAS, the proceeds of the sale of the Certificates are to be applied, among other things, 1o the
costs of the Project as provided in the Trust Agreement; and

WHEREAS, all acts, conditions and things required by the laws of the State of California to exist, to
have happened and 1o have been performed precedent to and in connection with the consurnmation of the
transactions authorized hereby do exist, have happened and have been performed in regular and due time,
form and manngr as required by law, and the Corporation is now duly authorized and empowered, pursuant
o each and evary requirement of law, to consummate such transactions, for the purpose, in the manner and
upan the terms herein provided;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE LODI PUBLIC
IMPROVEMENT CORPORATION, AS FOLLOWS:

Section 1. The Board of Direciors of the Corporation hereby specifically finds and determines it is
desirable and furthers the Corporation's public purpose to assist the City in the financing of the Project as
provided in the Instaliment Purchase Contract and the Trust Agreement and that the statements, findings and
determinations of the Corporation set forth above and in the preambles of the documents approved herein
are true and correct.




Section 2. The Instaliment Purchase Gontract, in the form presenied at this meeting and on file with
the Secretary of the Corporation, and the performance by the Corporation of its obligations thereunder, are
hereby approved. The President and the Treasurer of the Corporation, each acting singly, are hereby
authorized and directed, for and in the name and on behalf of the Corporation, to execute and deliver to the
City the Installment Purchase Contract in substantially said form, with such changes therein as such officer
executing such document may approve, such approval to be conclusively evidenced by the execution and

defivery thereof.

Section 3. The Trust Agreement, in the form presented at this meeting and on file with the Secretary
of the Corporation, and the performance of by the Corporation of iis obligations thereunder, are hereby
approved. The President or the Treasurer of the Corporation, each acting singly, are hereby authorized and
directed, for and in the name and on behalf of the Corporation, 1o execute and deliver to the Trustee the
Trust Agreement in subsiantially said form, with such changes therein as such officer executing such
documert may apprave, such approval to be conclusively evidenced by the execution and delivery thereof.

Section 4. The Secretary of the Corporation is hereby authorized and directed to aftest the
signatures of the President and the Treasurer of the Corporation, as may be required or appropriate, in
connection with the execution and delivery of the instaliment Purchase Contract, the Trust Agreement and
the Cerlificates.

Section 5. Each officer of the Corporation Is hereby authorized and directed, acting singly, to do any
and all things and to execute and deliver any and all documents which they may deem necessary or
desirable in order to consummate the transactions awthorized hereby and to consummate the sale, execution
and delivery of the Certificates and otherwise to carry out, give effect to and comply with the terms and intent
of this Resolution, the Instaliment Purchase Contract the Trust Agreement and the Certificates; and all such
actions heretofore taken by such officers are hereby ratified, confirmed and approved.

Section 6. This Resolution shall take effect immediately upon its passage.

Dated: Apri 27, 2004

| hereby certify that Resoiution No. LPIC2004-01 was passed and adopted by the Board of
Directors in a spacial meeting held April 27, 2004, by the following vote:

AYES: DIRECTORS — Beckman, Hitchcock, Howard, Land, and President Hansen
NGES: DIRECTORS — None
ABSENT: DIRECTORS — None
ABSTAIN: DIRECTORS - None

E " /‘
SUSAN J. BLACKSTON

City Clerk
Approved As to Form:

iﬂteﬂm Csty Attémey
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2





