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AMENDED IN COMMITTEE
' 05/20/15
FILE NO. 150362 ' ORDINANCE NO.

’ [Amendmg Ordinance No. 107-14 - Wastewater Revenue Bond Issuance and Sale - Public -
Utilities Commission - Not to Exceed $819,035,941]
Ordinance amending Ordinance No. 107114, to include, in addition to revenue bonds,
the execution and delivery of State of California State Water Resources Confrol Board
Installment Sales Aéreements for State Revolving Loans by the San Francisco Public
Utilities Commiésion in an aggregate principal amount not to exceed an amount
previously authorized of $81 9,035,941 to finance the costs of various prgjects
benefitting the Wastewater Ehterprise pursuant to the Charter, including Proposition
E, an amendment to the Charter enacted by the voters on November 5, 2002; and

ratifying previous actions taken in connection therewith.

- NOTE: Additions are sznzle underlzne ztalzcs Times New Roman,
deletions are
Board amendment additions are double-underlined underllned

Board amendment deletions are s#rketh;eagh—nem

Be it ordained by the People of the City and County of San Francisco:

Section 1. Findings. The Board of Supervisors (the “Board”) of the City hereby finds
and declares as follows: |

A.  On November 5, 2002, the voters of the City and County of San Francisco (the
“City”) approved Proposition E, codified as Article VIIIB of the Charter of the City (the
“Chértel”), which among other things, authorized the Commission to issue revenue bonds,
including notes, commercial paper or other forms of indebtedness, when authorized by
ordinance approved by a two-thirds vote of the Board of Supervisors, for the purpose of

reconstructing, replacing, expanding, repairing or improving water facilities or clean water

Mayor Lee; Supervisors Tang, Farrell 308
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facilities, or combinations of water and clean water facilities under the jurisdiction of the
Commissioni and . |
B. The Commission adopted the and iﬁ connection therewith, has from time to

time issued revenue bonds to finance projects benefitting the Wastewater Enterprise; and

| C. By Resolution No.15-0069 adopted on March 10, 2015 (the “Commission A
Resolution”), the Commission has determined to execute and deliver one or more State of
California Water Resources Control Board Installment Sales Agreements in connection with
State Revolving Loans in aﬁ aggregate principal amount not to exceed $819,035,941 (the

“State Loans ") to finance the costs of all or a portion of certain capital projects described

therein benefitting the Wastewater Enterprise (the “Capital Projects” such projects as further
described in the Commission Resolution), of costs of issuance and other incidental costs
related thereto, and formally has requested this Board of Supervisors to authorize the
execution and defivery of Installment Sale Agreements for State Loans for such purposes,
pursuaﬁt to Section 8B.124 of the Charter, such Commission Resolution and the Installment
Sales Contract relating to the State Loans referenced therein being on file with the Clerk of
the Board in File No. 1_50_3@2, which is hereby declared to be a part of this Ordinance as if
set forth fuily herein; and '

D. The Commission has determined that it is necessary and desirabie to make
certain additional improvements to the facilities of the Wastewater Enterprise (the
“Improvements”), and has further determined to finance the costs of the Improvements
through the execution and delivery of the State Loans. The State Loans shall be payable from
a pledge of the Net Revenues of the Wastewater Enterprise on a parity with outstahding
Bonds of the Wastewater Enterprise, as such terms as defined in that certain Indenture dated
as of January 1, 2003, as amen.ded and supplemented (the “Indenture”), between the
Commission and U. S. Bank National Association. The Board now desires to authorize the
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execution and delivery from time to time of Installment Sales Agreements relatedAto State
Loans by the Commission pursuant to said Section 8B.124; provided however, the
Commission shall file with the Board of Supervisors any and all certifications required by
Section 8B.124 of fhe Charter brior to the execution and delivery of any Installment Sales:
Contract related to any State Loans authorized hereby (as further described below); and
E.  Section 8B.124 of the Charter allows for the issuance of revenue bonds or
other forms of indebtedness by ordinance épproved by two-thirds of the Board, subject to
the provision of certain certifications of an indepéndent engineer retained by the
Commission and certain certifications by the San Francisco Planning Department,lwhich
certifications shall make the findings and determinations set forth in Sectioh 8B.124; and
F. Pursuant to Ordinance No 107-14, adopted July 2, 2014 the Board has
approved related supplemental appropriations totaling $819,035,941 for the Capital
Improvement Prbgram for fiscal years ending 2015 and 2016, including the authorization of
the issuance of Wastewater Revenue Bonds; and
G. The Commission has requested to supplement and amend Ordinaﬁce No. 107-
14 to authorize the iésuance of State Loans, in addition to Wastewater Revenue Bonds, in

either case, in an aggregate principal amount not to exceed $819,035,941.

H.  Section 2. Ordinance No. 107-14 is Amended and Supplemented. Ordinance
No. 107-14 is hereby amended and supplemented to provide for the execution and deliver of
State Loans, 'in addition to the issuance of Wastewater Revenue Bonds authorized in
Ordinance 107-14, to finance the costs of projects benefitting the Wastewater Enterprise
(such projects being further described in Commission Resolution 14-0032, adopted by the
Commission on February .11, 2014); provided however that the Commission shall not be
authorized to issued any such indebtedness in an aggregate principal amount exceeding

$819,035,941.

) 310
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‘Secﬁon 3. Approval of the Installment Sales Aqfeements for State Loans. Subject to
the terms of this Ordinance, the Commiésion is hereby authorized to enter into Installment
Sales'Agreements V\(ith the State Water Resources Control Board pursuant to Section 8B.
124 of the Charter to finance a portion of the design, acquisition and construction of the
Cépital Projects (including the costs of issuance for such obligations) and other incidental
costs rélating thereto; and the Board hereby approves the execution and delivery of such
Installment Sales Agreements for State Loans from time to time by the Commission ‘

- pursuant to Section 8B. 124 of the Charter in accordance with the Commission Resolution,
in an aggregate principal amount not to exceed $819,035,941 (inclusive of financing césts),
at a maximum rate or rates of interest of not to exceed twelve percent (12%) ber annum and
for a term not to exceed 30 years from the date of the execution of any Instaliment Sales
Agreement, or from such other date as otherwise proviAded in the Agreement. The
Commission is hereby authorized to determine thé timing, amount and manner of each
Installment Sales Contract executed pursuant to this authorization; provided however, the
Commission’s authorization to enter into any Installment Sales Agreéments is subject to the
filing with the Clerk of the Board any certifications required by Prbposition E prior to the

issuance of any bonds herein authorized.

Sectjon 5. Generél'AUthority.‘ The Controller, Treasurer, the City Atiorney and other
officers of the City and their duly authorized deputies and agents are hereby authorized and -
directed, jointly and severally, to take such actions and to execute and deliver such
certificates, agreements, requests or other documents, as they may deem necessary or
desirable to facilitate the execution and delivery of any Installment Sales Agreements in
connection with State Loans, to obtain title and other insurance withy respect to the facilities

to be financed, and otherwise to carry out the provisions of this Ordinance. Any such

actions are solely intended to further the purposes of this Ordinagce! and are subject in all
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respects to the terms of this Ordinance. No such actions shall increase the risk to the Citvy

or require the City to spend any resources not otherwise granted herein. Final versions of

any such documents, if an;g!' Qresenfed to this Board shall be provided tb the Clerk of the
Board of Supervisors for inclusion in the official file within 30 days of execution of the

Installment Sales Agreements by all parties.

Section 6. Ratification of Prior Actions. All actions authorized and directed by and

~ consistent with this Ordinance and heretofore taken are hereby ratified, approved and

confirmed by this Board.

Section 7. File Documents. All documents referred to as on file with the Clerk of the

Board are in File No. 150362.
Section 8. Effective Date. Pursuant to Section 2.105 of the Charter, this Ordinance

shall take effect imnmediately upon its adoption.

APPROVED AS TO FOR

DENNIS J];E%Ci Attorney

By:\ /( '
MARKWD.BLAKE V'~  ~~—y~k

Deputy City A brney

n:\financ\as2015\1300183101017647.doc
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BUbGET AND FINANCE SUB-COMMITTEE MEETING MAY 20,2015

ftem 5 Department:
File 15-0362 Public Utilities Commission {(PUC)

Legislative Objectives

The proposed legislation would amend the prior ordinance, authorizing the PUC to issue
$819,035,941 in wastewater revenue bonds, to allow the PUC to use State Water Resources
Control Board loans to fund a portion of the $819,035,941.

Key Points

e In June 2014, the Board of Supervisors authorized the Public Utilities Commission (PUC) to
issue and sell wastewater revenue bonds in the aggregate principal not-to-exceed amount
of $819,035,941 to fund various capital .projects in the Wastewater Enterprise capital
improvement plan (File 14-0483).

» Since the authorization to issue wastewater revenue bonds, an additional funding source
has become available to finance the PUC wastewater projects. The Clean Water State
Revolving Loan Fund Program, administered by the State Water Resources Control Board,
provides low interest loans (SRF Loans) and other financing mechanisms to fund water
quality projects.

¢ SRF Loans would be secured by wastewater revenue and their interest rate is set at half of
the prevailing State of California’s General Obligation bond rate.

Fiscal Impact

¢ Based on current r.nark~et interest rates, PUC estimates that every $100,000,000 financed
with SRF Loans instead of revenue bonds results in a debt service savings of approximately
$1,900,000 each year over the life of a 30-year loan.

e Any interest savings generated by the SRF Loan financing will be passed onto ratepayers
to offset future rate increases.

Recommendation

e Approve the proposed ordinance.

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB—COMNHTI’EE MEETING : May 20,2015

MANDATE STATEMENT / BACKGROUND

Mandate Statement

City Charter Section 8B.124 states that the Public Utilities Commission (PUC) may issue revenue
bonds and other forms of indebtedness when authorized by ordinance approved by a two-
thirds vote of the Board of Supervisors; for the purpose of reconstructing, replacing, expandin‘g,
repairing or improving water facilities or clean water facilities or combinations of water and
clean water facilities under the jurisdiction of the Public Utilities Commission.

Background

In June 2014, the Board of Supervisors authorized the Public Utilities Commission (PUC) to issue
and sell wastewater revenue bonds in the aggregate principal not-to-exceed amount of
$819,035,941 to fund various capital projects in the Wastewater Enterprise capital
improvement plan (File 14-0483). At the recommendation of the Budget and Legislative
Analyst, the PUC’s requested amount of $846,906,000 was reduced by $27,870,059 to
$819,035,941. In addition, the Board of Supervisors simultaneously (1) appropriated
$950,906,000 in revenues from revenue bond proceeds, wastewater revenues, and capacity fee
fund balance to fund various projects in the wastewater ten-year capital plan; and (2) placed
$846,906,000 in bond proceeds on Controllér’s reserve, pending PUC and Board of Supervisors’
approval of environmental review for wastewater projects under the California Environmental
Quality Act {CEQA) and receipt of bond proceeds, as certified by the Controller (File 14-0481).

Since the authorization to issue wastewater revenue bonds, an additional funding source has
" become available to finance the PUC wastewater projects. The Clean Water State Revolving
Loan Fund Program, administered by the State Water Resources Control Board, provides low
interest loans (SRF Loans) and other financing mechanisms to fund water quality projects. In
early 2014, the State Water Resources Control Board revised the SRF loan program to extend
-the amortization term of the loans to 30 years and allow for debt parity.> With these changes,
the PUC determined that borrowing from the SRF Loan program is a viable and more cost-
effective alternative to revenue bond financing. SRF Loans would be secured by wastewater
revenue and their interest rate is set at half of the prevailing State of California’s General
Obligation bond rate. Based on current market interest rates, PUC estimates that every
$100,000,000 financed with SRF-Loans instead of revenue bonds results in a debt service:
savings of approximately $1,900,000 each year over the life of a 30-year loan.

! Debt parity refers to a condition in which different bond issues have equal rights to a repayment claim. In this
case, the SRF Loans, although issued after the original wastewater revenue bonds,. would have an equal claim on
wastewater revenues for the purposes of repaying the loans. -

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
10
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BUDGET AND FINANCE SUB-COMMITTEE MEETING : May 20,2015

DETAILS OF PROPOSED LEGISLATION

The proposed legislation would amend the ordinance authorizing the PUC “to issue
$819,035,941 in wastewater revenue bonds to allow the PUC to use SRF Loans to fund a portion
of the $819,035,941 in authorized borrowing for the Wastewater Enterprise.

FISCAL IMPACT

The PUC submitted an application for SRF Loans to the State Water Resources Control Board
and is awaiting its determination of the amount of SRF Loans for which the PUC will be
approved. The PUC intends to use SRF Loan proceeds to supplant a portion of the $819,035,941
in wastewater revenue bonds previously authorized by. the Board of Supervisors. As stated
‘above, based on current market conditions, for every $100,000,000 of SRF Loans, PUC expects
to save $1,900,000 annually in interest payments relative to the wastewater revenue bonds.

Any interest savings generated by the SRF Loan financing will be passed onto ratepayers to
offset future rate increases. ‘

RECOMMENDATION

Approve the proposed ordinance

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
11
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AMENDED /I‘[l\l1 /Cii)MMITTEE
6
FILE NO. 140483 ORDINANCE NO. 107-14

[Wastewater Revenue Bond Issuance and Sale Public Utilities Commission - Not to
Exceed $819,035,941 846,986:006]

Ordinance approving the issuance and sale of wastewater revenue bonds by the San

Francisco Public Utilities Commission in an aggregate principal amount not to

exceed $819,035.941 846:966:000 to finance the costs of various projects benefitting the
Wastewater Entérprise pursuant to amendments to the Charter of the City and County
of San Francisco enacted by the voters on November 5; 2002, as Proposition E;
declaring the official intent of the Commission to reimburse itself with one or more
issues of tax-exempt bonds; and ratifying previous actions taken in connection

therewith.

NOTE: Additions are smqle-underllne /tallcs Times New Roman;
deletions are
Board amendment additions are double-underlined:

Board amendment deletions are s%ﬁketh;eugh—nemqai

~-Be it ordained by the People of the City and County of San Francisco:

Section 1 Findings. The Board of Supervisors (the “Board”) of the City hereby finds
and declares as follows: | . ‘

A.  On November 5, 2002, the voters of the City and County of San Francisco (tHe
“City”) approved Proposition E, codified as Article VIIIB of the Charter of the City (the
“Charter”), which among other things, aufhorjzed Public Utilities Commission (“the
Comn;i'ssion“) to issue revenue bonds, including notes, commeréial paper or other forms of
indebtedness, when authorized by ordinance approved by a two-thirds vote of the Board of

Supervisors, for the purpose of reconstructing, replacing, expanding, repairing or improving

~ water facilities or clean water facilities, or combinations of water and clean water facilities

under the jurisdiction of the Commiésion; and

Mayor Lee B/12/14
BOARD OF SUPERVISORS Page 1
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¢
B. The Commission adopted the Indenture dated as of January 1, 2003, as

amended and- supplemented (the “Indenture”), between the Commission and U. S. Bank
National Association and in connection therewith, has from time to time issued revenue
bonds to finance projects benefitting fhe Wastewater Enterprise; and

C. By Resolution No.14-0032 _adopted by the Commission on February 11, 2014,
(the “Commission Resolution”), the Commission has determined to issue one or more
additioﬁal series of revenue bonds (the “Wastewater Revenﬁe Bonds”) to finance the costs
of all or a portion of certain capital projects described therein be'neﬁtting the Wastewater
Enterprise (the f‘Capifal Projects” such projects as further described in the Commission
Resolution), as well as for the payment of costs of issuance and other incidental cost;

related thereto, and formally requested this Board of Supervisors to authorize the issuance

and sale of the Wastewater Revenue Bonds for such purposes, pursuant to Charter Section .

8B.124, such Commissilon Resoluﬁon being on file with the Clerk of the Board in File No.
140483 . which is hereby declaréd to be a part of this Ordina;nce as if set forth fully
herein.

D. The Commission has determined that it is necessary and desirable to make
certain additional impfovements to the facilities of the Wastewater Enterprise (the
“Improvements”), and has further determined to finance the costs of the Improvements
through the issuance of wastewater revenue bonds. The Board now desires to authorize the
issuance and sale of the Wastewater Revenue Bonds by the Commission pursuant to
Proposition E; provided however, the Commission éhall file with the Commission Board and
this Board of Supervisors any and all certifications required by Charter Section 8B.124 prior

to the issuance of Wastewater Revenue Bonds authorized hereby (as further described

below); and
Mayor Lee . 6/12/14
BOARD OF SUPERVISORS , Page 2
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E. Proposition E allows for the issuance of revenue bonds or other forms of
indebtedness by ordinance approved by two-thirds of the Board, subject to the provision of
certain certifications of anindependent engineer retained by the Commission and.certain
certifications by the San Francisco Planning Department, which certifications shall make the
flndmgs and determinations set forth in Proposition E; and

F. The Commission has paid, beglnmng no earlier than 60 days prior to the’
adoption of this Ordinance and will pay, on and after the date hereof, certain expenditures
(the “Expenditureé") in connection with the acquisition, construction and/or equippihg of the
Capital Projects, and . |

G. This Board of Supervisors, on behalf of the Commission, adopts this Ordinance

_as official action of the Commission in order to comply with Treasury Regulation §1.150-2

and any other regulations of the Internal Revenue Service relating to the qualification for
reimbursement of Commission expenditures incurred prior to the date }of issue of the -
Wastewater Revenue Bonds, and

H. This Board is concurrently considering with this ordinance Capital Improvement
Program related supplemental appropriations totaling $950,906,000 for fiscal years ending
2015 and 2016, such amount being inclusive of the Wastewater Revenue Bonds.

Section 2. Apbroval of the-Wastewater Revenue Bonds. Subject to the terms of this

Ordinance, the Commission is hereby authorized to issue the Wastewater Revenue Bonds

pursuant to 'Proposition E to finance a portion of the design, acquisition and constructidn of

the Capital Projects (including the costs of issuance for such obligations) and other
incidental costs relating thereto; and thé Board hereby approves the issuance and sale of
the Wastewater Revenue Bonds in one or more series from time to time by the Commission
pursuant to Charter Proposition E and in accordance with the Prior Ordinance and the

Commission Resolution, in an aggregate principal amount not to exceed .$819.035,941

Mayor Lee ' ' 6112/14
BOARD OF SUPERVISORS Page 3
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846—99&990 (inclusive of financing costs), at a maximum rate or rates of interest of not to
exceed twelve percent (12%) per annum. The Commission is hereby authorized to
deterrhin_e the timing, amount and manner of sale of each series of Wastewater Revenue
Bonds issued pursuant to this authorizgtion; provided however, the Comnﬁssion’s
authorization to issue Wastewater Revenue Bonds is subject to approval by the
Commission’s Board of the form of offering document and the filing with its Board and the -
Clerk of the Board any certifications required by PropQSition E prior to the issuance of any
bonds herein authorized.

Section 3. Declaration of Official Intent. The Board, on behalf of the Commission,
hereby declares the official intent of thé Commission to reimburse the Commission with
proceeds of the Wastewater Revenue Bonds for the Expenditures with respect to the Capital
Projects made on and after a date that is no more than 60 days prior to the adoption of this
Ordinance. The Commission reasonably expects on the date hereof that it will reimburse
the Expenditures with proceedé of the Wastewater Revenue Bonds. Ea%:h said Expenditure
was and will be either (A) of a type properly chargeable to a capital account under general
federal income tax principles (determined in each case as of the date of the Expenditure),
(B) a cost of issuance with respect to the Bonds, (C)a nonrecurring items that is not

* customarily payablé froni current revenues, or (D) a grant fo pay a party that is not related to
or an agent of the issuer so long as such grand does not impose any obligation or condition
(directly or indirectly) to repay any amount to or for the benefit of the Commission. The
maximum principal amount of the Wastewater Revenue Bonds to be issuéd for the Capital

Projects is $819,035.941 846.996-998 (inclusive of financing costs).

The Commission will make a reimbursement allocation, which is a written allocation
by the Issuer that evidences the Commission’s use of proceeds of the Wastewater Revenue

Bonds to reimburse an Expenditure, no later than 18 months after the later of the date on

‘Mayor Lee 6/12/14
BOARD OF SUPERVISORS : Page 4
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which the Expenditure is paid or the component of the. Capital Projects is placed in service
or abandoned, but in no event more than three years after the date on which' the |
Expenditure is paid. The Commission recognizes that exceptions are available for certain
“preliminary expenditurés,” costs of issuance, certain de minimis amounts, expenditures by
“small issuers” (based on the year of issuance and not the year of expenditure) and
expenditures for construction projects of at least 5 years.

Section 4. General Authority. The Controller, Treasurer, the City Attorney and other
-officers of the City and ftheir duly authoriz’éd deputies and agents are hereby authorized and
directéd, jointly and severally, to take such actions and to execute and deliver such
certificates, agreements, requests or other documents, as they may deem necessary or
desirable to facilitate the issuance, sale and delivery of the Wastewater Revenue Bonds fo
obtain bond insurance or other credit enhancements with respect to the Wastewater
Revenue Bonds, to obtain a surety bond, to obtain title and other insurance with respect to
the facilities to be financed, and otherwise to carry out the provisions of this Ordinance.

Section 5. Ratification of Prior Actions. All actions authorized and directed by this
Ordinance and heretofore taken are hereby ratified, approved and confirmed by this Board.

Section 6. File Documents. All documents referred to as on file with the Clerk of the

Board are in File Nos. 140433

Section 7. Effective Date. Pursuant to Charter Section 14102, this Ordinance shall . -
take effect thirty (30) days after its adoption.
APPROVED A$ TO FORM:

DENNIS J. RA, Ci rney
]
By:

MARK D}BLAKE N——

Deputy City Attorney

n:\financ\as2014\1300183\0093001 7finalwasterev61 1final2014.doc
Mayor Lee ’ ' 611214
BOARD OF SUPERVISORS , Page 5
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City and County of San Francisco City Hall
’ 1 Dr. Carlton B. Goodlett Place

Tails San Francisco, CA 94102-4689

Ordinance

File Number: 140483 Date Passed: June 24, 2014

Ordinance approving the issuance and sale of wastewater revenue bonds by the Public Utilities
Commission in an aggregate principal amount not to exceed $819,035,941 to finance the costs of
various projects benefitting the Wastewater Enterprise pursuant to amendments to the Charter of the
City and County of San Francisco enacted by the voters on November 5, 2002, as Proposition E;
declaring the official intent of the Commission to reimburse itself with one or more issues of
tax-exempt bonds; and ratifying previous actions taken in connection therewith.

June 11, 2014 Budget and Finance Committee - AMENDED
June 11, 2014 Budgét and Finance Committee - RECOMMENDED AS AMENDED -

June 17, 2014 Board.of Superwsors PASSED ON.FIRST READING -

Ayes: 11 - Avalos, Breed, Campos, Chiu, Cohen, Farrell, Kim, Mar, Tang, Wiener
and Yee

June 24, 2014 Board of Supervisors - FINALLY PASSED

Ayes: 11 - Avalos, Breed, Campos Chiu, Cohen, Farrell, Kim, Mar, Tang, Wiener
and Yee )

File No. 140483 { hereby certify that the foregoing .
. Ordinance was FINALLY PASSED on
' 6/24/2014 by the Board of Supervisors of
. the City and County of San Francisco.

MMV‘AA@

[ " Angela Calvillo
Clerk of the Board

V/;/%ﬂyé@(g}/ o 7/2/2014

-Date Approved

City and County of Sun Francisco ' P‘gﬁz Ié - Printed at 3:38 pm on 6/25/14



PUBLIC UTILITIES COMMISSION
City and Gounty of San Francisco

RESOLUTION NO. 14-0032

WHEREAS, The General Manager of the San Francisco Public Utilities Commission
(SFPUC) and staff presented the proposed FY 2014-15 and FY 2015-16 Capital
Improvement Budget to the Commission at public hearings held on January 14 and 28, 2014,
and February 11, 2014 for the Water Enterprise, Wastewater Enterpnse and Hetch-Hetchy
Water and Power, including the Power Enterprise; and

WHEREAS, The proposed FY 2014-15 and FY 2015-16 Capital Improvement
Budget must be submitted to, and approved by, Mayor Edwin M. Lee and the Board of
Supervisors; and

WHEREAS, The SFPUC General Manager recommends that the SFPUC seek a
supplemental appropriation for the capital expenditures presented in the proposed FY 2014-
15 and FY 2015-16 Capital Improvement Budget for the Water Enterprise, Wastewater
Enterprise and Hetch Hetchy Water & Power, including the Power Enterprise, to timely
implement public repair and improvement projects, including the preparation and
consideration of environmental analysis pursuant to the California Environmental Quality
Act (CEQA) and Administrative Code Chapter 31, where required; and

WHEREAS, This Commission has considered the proposed Fiscal Years 14-15 and
2015-16 Capital. Improvement Program Budgets for the Water Enterprise, Wastewater
Enterprise, and Hetch Hetchy Water and Power, including the Power Enterprise, which total
$655,083,000 for FY 2014-15 and $817,695,000 for FY 2015-16; now, therefore be it

RESOLVED, That this Commission hereby approves the Fiscal Years 2014-15 and FY
2015-16 Capital Improvement Program Budget for each Enterprise as follows:

Capital Improvement Program FY 2014-15 FY 2015-16
Wastewater Enterprise $304,642,000 $536,635,000
Water Enterprise © 0 §$232,357,000 $158,368,000
Hetchy Power $ 90,881,100 $ 88,865,500
‘Hetchy Water $ 27,202,900 $ 33.826.500
' Total SFPUC $655,083,000 $817,695,000

and, be it :

FURTHER RESOLVED, That the General Manager of the San Francisco Public
Utilities Commission (SFPUC) is authorized to make further technical adjustments to these
approved amounts as may be necessary, or upon further direction from the Comm1531on and,
be it

323




FURTHER RESOLVED, That this Commission hereby adopts the proposed FY
2014-15 and 2015-16 SFPUC Capital Improvement Program Budgets for the Water
Enterprise, the Wastewater Enterprise, and Hetch Hetchy Water and Power, including the
Power Enterprise, and authorizes the General Manager to request the Mayor to recommend
to the Board of Supervisors a supplemental appropriation in the amount of $729,811,000 to
fund FY 2014-15 and $935,769,000 to fund FY 2015-16 as follows:

Financing

FY 2014-15 Projects Amount Costs Total
Wastewater Enterprise $304,642,000 $38,133,000 $342,775,000
Water Enterprise $232,357,000 $14,784,000 $247,141,000
Hetchy Power $ 90,881,100 $16,239,000 $107,120,100
Hetchy Water $ 27,202,900 $ 5.572,000 $_32.774.900
Total SFPUC $655,083,000 $74,728,000 $729,811,000

. Financing
FY 2015-16 Projects Ameount Costs Total
Wastewater Enterprise $536,635,000 $71,496,000 $608,131,000
Water Enterprise $158,368,000 $24,177,000 $ 182,545,000
Hetchy Power $ 88,865,500 $15.472,000 $104,337,500
Hetchy Water $ 33,826,500 $ 6,929,000 $ 40,755,500
Total SFPUC $817,695,000  $118,074,000

$935,769,000

FURTHER RESOLVED, The General Manager is hereby authorized and directed to
submit to the Board proposed Ordinances authorizing the issuance of not to exceed
$302,707,000 aggregate principal amount of Water Revenue Bonds and $846,906,000
aggregate principal amount of Wastewater Revenue Bonds under the terms of Proposition E;
provided, however, the issuance of such Bonds shall be subject to the terms of Proposition
E (approved by the voters November 2002); and $148,874,000 aggregate principal amount of
Power Revenue Bonds, subject to the terms of Charter Section 9.107(8). The General Manager
shali return to this Commission and the Board for a subsequent discretionary approval of any
disclosure and security documents prepared in connection with the issuance of such Bonds to
finance these capital improvement program projects.

! hereby certify that the foregoing resolution was adopted by the Public Utilities
Commission at its meeting of February 11, 2014.

Wenai ALomt -

Secretary, Public Utilities Commission
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" PUBLIC UTILITIES COMMISSION
City and County of San Francisco

RESOLUTION NO. 15-0069

WHEREAS, On November 5, 2002, the voters of the City and County of San Francisco
(the “City”) approved Proposition E, codified as Article VIIIB of the Charter of the City (the
“Charter”), which among other things, authorized the Commission to issue revenue bonds,
including notes, commercial paper or other forms of indebtedness, when authorized by ordinance
approved by a two-thirds vote of the Board of Supervisors, for the purpose of reconstructing,
replacing, expanding, repairing or improving water facilities or clean water facilities, or
combinations of water and clean water facilities under the jurisdiction of the Commission; and

WHEREAS, On February 11, 2014, the Commission adopted Resolution No. 14-0032, to
approve the FY 2014-15 and FY 2015-16 Capital Improvement Program Budget for the
Wastewater Enterprise, and, with further action from the Board, authorize the issuance of
revenue bonds for included capital projects; and

WHEREAS, On June 24, 2014, the Board adopted Ordinance No. 107-14 (the “Original
Ordinance™), as signed by the Mayor on July 2, 2014, to among other matters authorize the
issuance of up to $819,035,941 of Wastewater Revenue Bonds to finance projects benefitting the
Wastewater Enterprise; and

WHEREAS, Section $8.124 of the Charter allows for the issuance of revenue bonds or
other forms of indebtedness by ordinance approved by two-thirds of the Board, subject to the
provision of certain certifications of an independent engineer retained by the Commission and
certain certifications by the San Francisco Planning Department, which certifications shall make
the findings and determinations set forth in Section 8B.124, and -

WHEREAS, The Commission has determined to seek Board of Supervisors approval of
an amendment of the Original Ordinance to authorize, in addition to the Wastewater Revenue
Bonds, the execution and delivery of one or more State of California Water Resources Control
Board Installment Sales Agreements in connection with State Revolving Loans, in either case, in
an aggregate principal amount not to exceed $819,035,941 (the “State Loans ” or alternatively
referred to as the “Obligations” below) to finance the costs of all or a portion of certain capital
projects described therein benefitting the Wastewater Enterprise (the “Capital Projects”), and
costs of issuance and other incidental costs related thereto; and

WHEREAS, The Commission has determined that it is necessary and desirable to make
certain additional improvements ‘to the facilities of the Wastewater Enterprise (the
“Improvements™), and, subject to Board of Supervisors’ authorization, has further determined to
finance the costs of the Improvements through the execution and delivery of the State Loans. The
State Loans shall be payable from a pledge of Net Revenues of the Wastewater Enterprise on a
parity with the outstanding Bonds of the Wastewater Enterprise, as such terms are defined in that
certain Indenture dated as of January 1, 2003, as amended and supplemented (the “Indenture”),
between the Commission and U. S. Bank National Association. The Commission now desires to
authorize the execution and delivery from time to time of Installment Sales Agreements related
to State Loans by the Commission pursuant to said Section 8B.124; subject to Board of
Supervisors authorization as required by Section 8B.124 of the Charter, prior to the execution
- and delivery of any Installment Sales Contract rejatgd to any State Loans authorized hereby (as

further deerrihed helnw) and
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WHEREAS, This action would not fall within the definition of a “project” under
California Environmental Quality Act (CEQA) Guidelines Section 15378(b)(4) which includes
the creation of government funding mechanisms or other government fiscal activities which do
not include commitment to any specific project. Prior to award of loans by the State Water
Resources Control Board under the Clean Water State Revolving Fund Program, individual
projects will be required to demonstrate compliance with CEQA, and compliance with applicable
federal regulations and the National Environmental Policy Act (NEPA), where applicable; and

WHEREAS, The Commission has submitted to the Board concurrently herewith an
ordinance approving the Capital Improvement Program telated supplemental appropriations
totaling $819,035,941 for fiscal years ending 2015 and 2016, such amount being inclusive of the
Installment Sales Agreements related to State Loans; and

WHEREAS, The State Water Board may fund the Capital Projects with bonds or other
indebtedness the interest upon which is excluded from gross income for federal income tax
purposes (the “Obligations” or alternatively referred to herein as the State Loans) in an amount
not to exceed $819,035,941; and :

WHEREAS, The Commission has determined that the moneys advanced and to be
advanced to pay certain expenditures (“Expenditures™) of the Capital Projects are or will be
available only for a temporary period and it is necessary to reimburse all such expenditures made
no earlier than 60 days prior to the date hereof with respect to the Project from proceeds of the
Obligations; and ' :

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Commission to
declare its reasonable official intent to reimburse prior expenditures for the Capital Projects with
proceeds of the Bonds; now, therefore, be it resolved as follows:

Section 1. Authorization to Enter Installment Sales Contracts. The Commission hereby
authorizes the General Manager to enter into Installment Sales Agreements with the State Water
Resources Control Board pursuant to Section 8B. 124 of the Charter to finance a portion of the
design, acquisition and construction of the Capital Projects (including the costs of issuance for
such obligations) and other- incidental costs relating thereto; and the Commission hereby
authorizes the General Manager (or designee) to execute and deliver such Installment Sales
Agreements for State Loans from time to time by the Commission pursuant to Section 8B. 124 of
the Charter in an aggregate principal amount not to exceed $819,035,941 (inclusive of
financing costs), at a maximum rate or rates of interest of not to exceed twelve percent (12%) per
annum and for a term not to exceed thirty (30) years from the date of the execution of any
Installment Sales Contract, or such later date as provided in such contract; provided however the
General Manager (or his designee) shall present the terms of any Installment Sales Contract to
this Commission for its approval prior to execution and delivery. The General Manager (or his
designee) is hereby authorized to determine the timing, amount and manner of each Instaliment
Sales. Contract executed pursuant to and subject to this authorization; provided however, the
Comumission’s authorization to enter into any Installment Sales Agreements is subject to the
Commission having obtained supplemental budgetary authority to cover such contracts. The
State Loans shall be payable from a pledge of the Net Revenues of the Wastewater Enterprise on
a parity with the outstanding Bonds of the Wastewater Enterprise, as such terms are defined in
that certain Indenture dated as of January 1, 2003, as amended and supplemented (the
“Indenture”), between the Commission and U. S. Bank National Association.
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Section 2. The Commission adopts this Resolution for purposes of establishing
compliance with the requirements of Section 1.150-2 of the Treasury Regulations.

Section 3. The Commission hereby declares its official intent, pursuant to Section 1.150-
2 of the Treasury Regulations, to use proceeds of the Obligations to reimburse the Expenditures
incurred in connection with the Capital Projects.

Section 4. The Commission reasonably expects the maximum principal amount of the
Obligations expected to be issued for the Capital Projects is $819,035, 941.

Section 5. This Resolution is being adopted no later than 60 days after the date
Commission will expend moneys for the construction of a portion of the Capital Projects cost
expected to be reimbursed with Capital Project Funds. Each Expenditure will be either (a) of a
type properly chargeable to a capital account under general federal income tax principles
(determined in each case as of the date of the Expenditure), (b) a cost of issuance with respect to
the Obligations, (c) a nonrecurring item that is not customarily payable from curent revenues, or
(d) a grant to a party that is not related to or an agent of the Commission so long as such grant
does not impose any obligation or condition (directly or indirectly) to repay any amount to or for
the benefit of the Commuission. :

Section 6. General Authority. The General Manger, the Deputy General Manager and
Chief Operating Officer and the Assistant General Manager Wastewater Enterprise and Chief
Financial Officer and other officers of the Commission and their duly authorized deputies and
agents are hereby authorized and directed, jointly and severally, to take such actions and to
execute and deliver such certificates, agreements, requests or other documents, as they may deem
necessary or desirable to facilitate: the execution and delivery of any Installment Sales
Agreements in connection with State Loans, to obtain title and other insurance with respect to the
facilities to be financed, and otherwise to carry out the provisions of this Resolution.

Section 7. Request of Amendment to Original Ordinance; Submittal to Board for
Approval. The General Manager, for, in the name of and on behalf of the Commission, is hereby
authorized and directed to cause a supplemental ordinance to be submitted to the Board of
Supervisors to add to the Original Ordinance authorization to provide for the execution and
delivery of Installment Sales Contracts in connection with State Loans, as may be required by the
Charter. ' '

Section 8. Ratification. That all actions authorized and directed by this Resolution and
heretofore taken are hereby ratified, approved and confirmed by this Commission.

Effective Date. This resolution shall take effect from and after its adoption.

I hereby certify that the foregoing resolution was adopted by the Public Utilities Commission at
its meeting of March 10, 2015.

e
N1 J
[bnna. Arsi
Donna Hood

Secretary of the Public Utilities Commission of the
City and County of San Francisco
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Name of Recipient
Agreement No.: XX-XXX-550
Project No.: C-06-XXXX-XXX

This Installment Sale Agreement, including all exhibits and attachments hereto, (Agreement) is dated as
of the date set forth on the first page of this Agreement, by and between the State Water Resources
Control Board, an administrative and regulatory agency of the State of California (State Water Board),
and the local government entity identified on the first page of this Agreement, duly organized and existing
under the laws of the State of California (Recipient):

- WITNESSETH:

WHEREAS the United States of America, pursuant to Title VI of the federal Water Pollution Control Act as
such has been and may be amended from time to time (Clean Water Act), requires each State to
establish a water pollution control revolving fund to be administered by an instrumentality of the State as
a condition to recenpt of capitalization grants under the Clean Wate "ct, and

WHEREAS the State of California (State) has established a Cle Water State Revolving Fund (CWSRF)
pursuant to Chapter 6.5 of Division 7 of the California Wate Code State Act) to be used for purposes of
the Clean Water Act; and :

WHEREAS the State Water Board is the state agendi} authorized to admlniétEr the CWSRF and provide
financial assistance from the CWSRF to reCIplents fo -the construction of ehglble jects, as provided in
the State Act; and

WHEREAS the State Water Board determines Prolect el 1b|hty fo flnanmal assistance.from the CWSRF,
pursuant to the Clean Water Act and the State Act, determines a:reasonable schedule for financing and
construction of projects, ensures comphance with. the Clean Wate Act, and establishes the terms and
conditions of an applicable financing agreement‘ ani 3

WHEREAS the Recipient has. applled tothe S ate Wat oard fof fin i ial assistance from the CWSRF,
for the purpose of fmancmg or refinancing the Pro‘ ct descrlbed be W, and the State Water Board has
reviewed and approved ‘said’ apphcatlon and .

WHEREAS the ReCIptent has. or will mcur costs lncu, ed in connection with, the planning, design,

. acquisition, construct|on and mstalla "of:the Pro;ect descrlbed in Exhibit A and Exhibit A-FBA hereto;

WHEREAS on the basxs ot the Recxplent S apphcatlon E@nd the representations and warranties set forth
herein, the State Water Board proposes to assist in financing the costs of the Project and/or to refund
outstanding bonds, notes, or other debt obllgatlons of the Recipient, if any, issued to finance the Project,
and the Recipient desires to participate as a recipient of financial assistance from the CWSRF and
evidence its obllgatlon to pay Instaliment Payments, which obligation will be secured by Net Revenues,
as defined herein, upon the terms and conditions set forth in this Agreement, all pursuant to the Clean
Water Act and the State Act;

NOW, THEREFORE, in cOnsidetetiOn of the premises and of the mutual representations, covenants and

agreements herein set forth, the State Water Board and the Recipient, each binding itself, its successors
and assigns, do mutually promise, covenant and agree as follows:

ARTICLE[ DEFINITIONS

1.1 Definitions.

Unless otherwise specified, each capitalized term used in this Agreement (including the Exhibits hereto) has -
the following meaning:

"Additional Payments" means the Additional Payments described in Section 3.2(c) of this Agteement.
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Name of Reeipient
Agreement No.: XX-XXX-550
Project No.: C-06-XXXX-XXX

"Agreement” means this Installment Sale Agreement, dated as of the date set forth on the first page hereof,
by and between the State Water Board and the Recipient, including all exhibits and attachments hereto.

"Allowance" means an amount based on a percentage of the accepted bid for an eligible project to help
defray the planning, designh, and construction engineering and administration costs of the Project.

"Authorlzed Representative” means the duly appointed representative of the Recipient. For all authorized
representatives, a certified original of the authorizing resolution that designates the authorized
representative, by title, must accompany the first disbursement request, and any other documents or
requests required or allowed under this Agreement.

"Bank" means the California Infrastructure and Economic Developm:

"Bonds" means any series of bonds issued by the Bank all or or
applied to fund the Project in whole or in part or that are sec iriw
Payments pald hereunder.

"Code" means the Internal Revenue Code of 1986, ds
regulations of the U.S. Department of the Treasur

ymiended, and any
ulgated thereunder.

"Completion of Construction" means the date, as deters
Recipient,. that the work of building and

“CWSRF” means the Clean Water State Revolvmg Fund

"Division" means the Division of Financial Assletance of the State W

oard or any other segment of
the State Water Board authorlzed to administ e CWS :

“Enterprise Fund” means-the enterprls""f nd of the- eci ’len in WhIC Revenues are deposited.

"Fiscal Year" means the penod of twelve:(12) months termmatlng on June 30 of any year, or any other
annual penod hereafter selected and ‘desngnated by th’e-Remplent as its Fiscal Year in accordance with

“Installment Payments!t rheans Installment Payments due and payable by the Recipient to the State
Water Board under this Ag‘ ement.the amounts of which are set forth as Exhibit C hereto.

“Listed Event” means, so longs the Recipient has outstanding any Material Obligation subject to Rule
15c2-12, any of the events required to be reported pursuant to Rule 15¢2-12(b)(5).

“Material Event” means any of the following events: (a) revenue shortfalls; (b) unscheduled draws on the
reserve fund or the Enterprise Fund; (c) substitution of insurers, or their failure to perform; (d) adverse
water quality findings by the Regional Water Quahty Control Board; or (e) Imgatlon related to the
Revenues or to the Project, whether pending or anticipated.

"Material Obligations" means all senior, parity, and subordinate obligations of the Recipient payable from

Revenues as identified as of the date of this Agreement in Exhibit F and such additional obfigations as
may hereafter be issued in accordance with the provisions of such obligations and this Agreement.
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"Net Revenues" means, for any Fiscal Year, so long as there may be any pre-existing and outstanding
Material Obligation other than the Obligation, the definition of the term as defined under such Material
Obligation, and thereafter, all Revenues received by the Recipient less the Operations and Maintenance
Costs for such Fiscal Year.

"Obligation" means the obligation of the Recipient to make Instaliment Payments and Additional
Payments as provided herein, as evidenced by the execution of this Agreement, proceeds of such
obligations being used to fund the Project as specified in the Project Description attached hereto as Exhibit A
and Exhibit A-FBA and in the documents thereby incorporated by reference.

"Operations and Maintenance Costs" means, so long as outstanding Material Obligations other than the
Obligation are outstanding, the definition of such term as defined therein; and thereafter, the reasonable
and necessary costs paid or incurred by the Recipient for maintaifiing 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 reasonable and necessary administrative
costs of the Recipient that are charged directly or apportloned to the operation of the System, such as
salaries and wages of employees, overhead, taxes (if any), the cost of permits, licenses, and charges to
operate the System and insurance premiums; but'excluding, in all cases depreCIatlon repiacement, and
obsolescence charges or reserves therefor and amortlzatlon of tntanglbles

"Policy” means the State Water Board s pollcy for 1mplement|ng the CWSRF program as amended from
time fo time. Lt .

“Pro;ect" means the Project financed by thls Agreement as descnbed in Exhibit A and in the documents
incorporated by reference herein. , .

"Project Completion" means t"“efdate as determrned by the Division after consultahon with the Recipient,
that operation of the Prolect is mmate oris capable of bemg |n|t|ated whrchever comes first.

"Project Costs" means the rncurred costs of the Rec:plent Wthh are ehglble for financial assistance from
the CWSRF under the federal Clean, Water, Act, which are allowable costs as defined under the Policy,
and which are réagonable, necessary” -and allocable by the Recipient to the Project under generally
accepted accountlng pnncnples plus caprtallzed mterest

“Pro;ect Funds” means funds dlsbursed b he State Water Board to the Recipient for purposes of this
Agreement. - ,

“Recipient’ means- the recipient of Project Funds as identified on the front page of this Agreement.

"Revenues" means, for each Flscal Year all gross income and revenue received or receivable by the
Recipient from the ownership or operation of the System, determined in accordance with generally
accepted accounting principles; including all rates, fees, and charges (including connection fees and
charges) as received by the Recipient for the services of the System, and all other income and revenue
- howsoever derived by the Recipient from the ownership or operation of the System or arising from the
System, including all income from the deposit or investment of any money in the Enterprise Fund or any
rate stabilization fund of the Recipient or held on the Recipient’s behalf, and any refundable deposits
made to establish credit, and advances or contributions in aid of construction.

“Rule 15¢2-12(b)(5)” means Rule 15¢c2-12(b)(5) promulgated by the Securities and Exchange -
Commission pursuant to the Securities Exchange Act of 1934, as amended.

“State” means State of California.
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“State Water Board” means the State Water Resources Control Board, an administrative and regulatory
agency of the State of Callfomla :

"System” means for the purposes of a wastewater project, all wastewater collection, transport, treatment,
storage, and disposal facilities, including land and easements thereof, ‘owned by the Recipient, including
the Project, and all other properties, structures, or works hereafter acquired and constructed by the
Recipient and determined to be a part of the System, together with all additions, betterments, extensions,
or improvements to such facilities, properties, structures, or works, or any part thereof hereafter acquired
and constructed. For the purposes of a water recycling project, “System” means all wastewater, water
recycling, and/or potable water collection, transport, treatment, storage, and/or disposal facilities,
including land and easements thereof, owned by the Recipient, including the Project, and all other
properties, structures or works hereafter acquired and constructed by:ifie Recipient and determined to be
a part of the System, together with all additions, betterments, extensions or improvements to such
facilities, properties, structures, or works, or any part thereof he acquired and constructed.

1.2 Exhibits and Appendlces lncorporated

All exhibits and appendices to this Agreement, includi !

upplements hereto, ére
hereby incorporated herein and made a part of this+ 3

ARTICLE Il REPRESENTATIONS, WAF ND COMMITME
The Recipient represents and warrants .set forth on the first page hereof and
continuing thereafter for the term of the Agre

2.1 General Recipient C

p hs con itions, and commitments of
I d to fulfiil alliassurances, declarations,

cipient in its application, accompanying documents,
rfinancial assistance.

-representations, and com
and communications filed

Il incorporated documents, has been
valid and binding obligation of the Recipient,
as such enforcement may be limited by law.

The execution, delivery;afd performance by Remplent of this Agreement, mcludmg all
incorporated documents, 'do. 0 ate any provision of any law or regulation in effect as of the
date set forth on the first page hereof, or result in any breach or default under any contract,
obligation, indenture, or other instrument to which Recipient is a party or by which Recipient is bound
as of the date set forth on the first page hereof.

2.4 Litigation.

There are no pending or, to Recipient’s knowledge, threatened actions, claims, investigations,
suits, or proceedings before any governmental authority, court, or administrative agency which
affect the financial condition or operations of the System and/or the Project other than as
described in Exhibit H hereto.
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25  Solvency.

None of the transactions contemplated by this Agreement will be or have been made with an actual intent
to hinder, delay, or defraud any present or future creditors of Recipient. As of the date set forth on the first
page hereof, Recipient is solvent and will not be rendered insolvent by the fransactions contemplated by
this Agreement. Recipient is able to pay its debts as they become due.

2.6 Legal Status and Eligibility.

Recipient is duly organized and existing and in good standing under the laws of the State of California,
and will remain so during the term of this Agreement. Recipient shall at all times maintain its current legal
existence and preserve and keep in full force and effect its legal righits and authority. Recipient shall
maintain compliance with provisions of state law that restrict state fundrng to non-compliant entities.

27 Financial Statements.

The frnancral statements of Recipient previously delrvered to the State Water Board as of the date(s) set
forth in such financial statements: (a) are materially. complete and correct; (b) present fairly the financial
condition of the Recipient; and (c) have been prepared in accordance with generally accepted accounting
principles or other accounting standards reasonably approved by the State Water Board. Since the
date(s) of such financial statements, there has been no. material adverse change in the financial condition
of the Recipient, nor have any assets or properties reflected on such financial statements been sold,
transferred, assigned, mortgaged, pledged or encumbered, except as previously disclosed in writing by
Recipient and.approved in writing by the State Water Board

2.8  Completion of Project.

The Recipient agrees to expedltrously proceed wrth and complete constructron of the Project in
substantial accordance wrth Exhibit A and Exhibit A-FBA ‘

2.9 Project Completron Report

The Recrprent shiall:submit a Prorect Completron Report to the Division with a copy to the appropriate
Regronal Water Quiality. Control Board onor before the due date establrshed by the Division and the

(b) descrrbe the water qtlalrty problem the Project sought to address
(c) discuss. the Project's likelihood of successfully addressing that water quality problem in the

ith environmental conditions, if applicable.
Where the Recipient fails to submit a timely Project Completion Report, the State Water Board may stop
processing pending or future applications for new financial assistance, withhold disbursements under this
Agreement or other agreements, and begin administrative proceedings.

2.10 Award of Construction Contracts.

(@) The Recipient agrees to award the prime construction contract no later than the date specified in
Exhibit A.

(b) The Recipient agrees to promptly notify the Division in writing both of the award of the prime
construction contract for the Project and of Initiation of Construction of the Project. The Recipient
agrees to make all reasonable efforts to complete construction in substantial conformance with
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the terms of the contract by the Completion of Construction date established in Exhibit A. Such
date shall be binding upon the Recipient unless modified in writing by the Division upon a
showing of good cause by the Recipient. The Recipient shall deliver any request for extension
of the Completion of Construction date no less than 90 days prior to the Completion of
Construction date. The Division will not unreasonably deny such a timely request, but the
Division will deny requests received after this time.

2.11  Notice.

- The Recipient agrees to notify the Division in writing within 5 days of the occurrence of the following:

(@)
(b)
()
(d)
(e)
(f)

(m)

The Recipient agrees to 'hb’:c':'

(@)

(b)

(©)

“Change of ownershipiof the Pro

Y

RF Obligation;

Principal and interest payment delinquencies on this CW!
Non payment related defaults, if material;

Unscheduled draws on debt service reserves refiecti

Unscheduied draws on credit enhanc ments, if any, reflecting:financial difficulties;

Substitution of credit or liquidity providers:.if any, or their failure to p ;rfform;

opetation of the Projéct; or

.the:Division promptly of the following:

Any substantial change in scope of the Project. The Recipient agrees that no substantial
change in the scope of the Project will be undertaken until written notice of the proposed
change has been provided to the Division and the Division has given written approval for
such change; ' ' ’

Cessation of all major construction work on the Project where such cessation of work is
expected to or does extend for a petiod of thirty (30) days or more;

Any circumstance, combination of circumstances, or condition, which is expected to or does

delay Completion of Construction for a period of ninety (90) days or more beyond the
estimated date of Completion of Construction previously provided to the Division;

340
6



‘Name of Recipient
Agreement No.: XX-XXX-550
Project No.: C-06-XXXX-XXX

(d) Discovery of any potential archeological or historical resource. Should a potential
archeological or historical resource be discovered during construction of the Project, the
Recipient agrees that all work in the area of the find will cease untit a qualified archeologist
has evaluated the situation and made recommendations regarding preservation of the
resource, and the Division has determined what actions should be taken to protect and’
preserve the resource. The Recipient agrees to implement appropriate actions as directed
by the Division;

(e) Discovery of any unexpected endangered or threatened species, as defined in the federal
Endangered Species Act. Should a federally protected species be unexpectediy
encountered during construction of the Project, the Recipient agrees to promptly notify the
Division. This notification is in addition to the ReCIplent’ obligations under the federal
Endangered Species Act;

(fy  Any monitoring, demonstration, or other implenien
Board and/or Regional Water Quality Contr
activities;

on activities such that the State Water
Board staff ma observe and document such

(g) Any public or media event pubhc:zmg th ccomphshments an r results of this Agreement
and provide the opportunity for attendance and participation by state and federal
representatives with at least ten (10) workmg days’ nctlce to both the- D|v13|on and USEPA
Region IX. The contact for USEPA Region’ IX
972-3597; or _

(h)

212 Findings and Challeng

Upon consideration of , ! p
the effect of such a reductlon on the Reclplent‘s ablhty fo satisfy its Obligation under this Agreement and
to operate-and maintain the Prolect for its.useful life. The Recipient agrees to make its findings available
{o the public and o request, if necessary, the: authorlzatlon of the Recipient’s decision-maker or decision-
maker body to file litigation to challenge any such initiative. that it finds will render it unable to satisfy either
the Obligation or the covenant to operate and maintain;.or both. The Recipient shall diligently pursue and
bear any and all costs related to such challenge The Récipient shall notify and regularly update the State
Water Board regardmg any such challeng s

2.13 PrOJect Access

The Recipient agrees to ensure that the State Water Board, the Governor of the State, the United States
Environmental Protection- Agency, the Office of Inspector General, any member of Congress, the
President of the United States, or any authorized representative of the foregoing, will have safe and
suitable access to the Project site at all reasonable times during Project construction and thereafter for
the term of the Obligation. The Recipient acknowledges that, except for a subset of archeological
records, the Project records and locations are public records, including all of the submissions
accompanying the application, all of the documents incorporated by Exhibit A, and all reports,
disbursement requests, and supporting documentation submitted hereunder.

2.14 Project Completion; Initiation of Operations.

Upon Completion of Construction of the Project, the Recipient agrees to expeditiously initiate Project
operations.
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2.15 Continuous Use of Project; Lease or Disposal of Project.

The Recipient agrees that, except as provided in the Agreement, it will not abandon, substantially
discontinue use of, lease, or dispose of the Project or any significant part or portion thereof during the
useful life of the Project without prior written approval of the Division. Such approval may be ¢conditioned
as determined to be appropriate by the Division, including a condition requiring acceleration of all or any
portion of all remaining funds covered by this Agreement together with accrued interest and any penalty
assessments which may be due.

2.16 Repotts.

(a) Quarterly Reports. The Remplent agrees to expeditiously. pro" de status reports no less
frequently than quarterly, starting with the execution of this:Agreement. At a minimum the
reports will contain the following information:

. a summary of progress to date including. a description .of:progress since the last report,
percent construction complete, percent cop invoiced;: and percent schedule
elapsed; . W

e a description of compliance with nmental requirements;

e alisting of change orders rncludrng amount; de:

tion of work, and ehange in contract
amount and schedule;"

e any problems encountered,‘ proposed resolutron

hedule for resolution, and status of
prevrous problem resolutions:.. '

(b} As Needed Reports The Reélprent agreesﬁto expedrtrously provrde,-:.-durmg the term of this’
Agreement, such reports, data,.and information as-may be‘reasonably required by the Division,
including but not limited to matenéd necessary:or approprrate for evaluation of the CWSRF Program
or-to fuifill any reportrng requrrements of the federal government.

accepted accountin ciples, the Recipient agrees to:

(1) Establish an official file for the Project which shall adequately document ali significant
actions relative to the Project;

(2) Establish separate accounts which will adequately and accurately depiot all amounts
received and expended on the Project, including all assistance funds received under this
Agreement;

(3) Establish separate accounts which will adequately depict all income received which is
attributable to the Project, specifically. including any income attributable to assistance funds

disbursed under this Agreement; \
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(4) Establish an accounting system which will accurately depict final total costs of the Project,
including both direct and indirect costs;

(5) Establish such accounts and maintain such records as may be necessatry for the State to
fulfill federal reporting requirements, including any and all reporting requirements under
federal tax statutes or regulations; and

(6) If Force Account is used by the Recipient for any phase of the Project, other than for
planning, design, and construction engineering and administration provided for by
allowance, accounts will be established which reasonably document all employee hours
charged to the Project and the associated tasks performed by each employee. Indirect
Force Account costs are not eligible for funding. SR

(b) The Recipient shall be required to maintain separate books, records and other material relative
to the Project. The Recipient shall alse be required: to retain such books, records, and other
material for itself and for each contractor or subcontractor who ‘performed work on this project for
a minimum of thirty-six (36) years after Project. Completlon Thie Recipient shall require that such
books, records, and other material be subjettat all reasonable times (at a minimum during
normal business hours) to inspection, copying, and audit by the State Water Board, the Bureau
of State Audits, the United States Environmental Protection Agency (USEPA), the Office of
Inspector General, the Internal Revenue Serwce .he Govérnor, or any authorized
representatives of the aforementioned, and shal| allow intérviews during normal business hours
of any employees who might reasonably have mformatlon related to such records. The

_Recipient agrees to include a similar. rlght regardmg audlt interviews, and records retention in
any subcontract related to the performance of this Agreement The provisions of this section
shall survive the discharge of the Recipient's Qbligation her ‘under and shall survive the term of
this Agreement. - ; )

2.19  Audit.

(a) The Division, at lts "option, may call for an audit of financial information relative to the Project,
where the Division determines. that an audit is desirable to assure program integrity or where
such an audit becomés necessary because of federal requirements. Where such an audit is
.called for, the audit shall bé performed by:a certn‘led public accountant independent of the

. 'Recipient and at the cost ‘of the Recipient:: The audit shall be in the form required by the
. DlVISIon W “

(9] Audl_t dlsallowances Will':,b’e,_‘ returned to.the State Water Board.

2.20 Signage.

The Recipient shall place a sign. at Ieast four feet tall by eight feet wide made of % inch thick exterior
grade plywood or other approved material in a prominent location on the Project site and shall maintain
the sign in good condition for the duration of the construction period. The sign shall include the following
color logos (available from the Division) and the following disclosure statement:

e . La&?%smw et
Crxsmmmnt abint
Water Boards ot ocon
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- “Funding for this project has been provided in full or in part by the Clean Water State
Revolving Fund through an agreement with the State Water Resources Control Board.
California’s Clean Water State Revolving Fund is capitalized through a variety of funding
sources, including grants from the United States Enwronmental Protection Agency and
state bond proceeds.”

The Project sign may include another agency's required promotional information so long as the
above logos and disclosure statement are equally prominent on the sign. The sign shall be prepared
in a professional manner.

The Recipient shall include the following disclosure statement in any documént, written report, or
brochure prepared in whole or in part pursuant to this Agreem

“Funding for this project has been provided in full or in p ough an agreement with
the State Water Resources Control Board. The contents:of this document do not
necessarily reflect the views and policies of the State Water Resources Control Board,
nor does mention of trade names or commercjal pre i endorsement or

. recommendation for use. (Gov. Code § 755040

FINANCING PROVIS ONS

ARTICLE Il

3.1 Purchase and Sale of Project. .

based on a standard fully amortized assistance amount with-
remaming balance is the previous balance, plus the dlsbursements

provisions of this artlble and an estlmated disbursement schedule. Actual payments will be
based on actual disbursements.

Upon Completion of Construction and submission of necessary réports by the Recipient, the
Division will prepare an appropriate payment schedule and supply the same to the Recipient.
The Division may amend this schedule as necessary to accurately reflect amounts due under

this Agreement. The Division will prepare any necessary amendments i{o the payment schedule
and send them to the Recipient.

The Recipient agrees to make each installment payment on or before the due date therefor. A ten
(10) day grace period will be allowed, after which time a penalty in the amount of costs incurred to
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the State Water Board will be assessed for late payment. These costs may include, but are not
limited to, lost interest earnings, staff time, bond debt service default penalties, if any, and other
costs incurred.. Penalties assessed will not change the principal balance of the financing
Agreement. Such penalties will be treated as a separate receivable in addition to the annual
payment due. For purposes of penalty assessment, payment will be deemed to have been made
if payment is deposited in the U.S. Mail within the grace period with postage prepaid and properly
addressed. Any penalties assessed will not be added to the assistance amount balance, but will
be treated as a separate account and obligation of the Recipient. The interest penalty will be -
assessed from the payment due date.

The Recipient as a whole is obligated to make all payments required by this' Agreement to the
State Water Board, notwithstanding any individual default by its: constituents or others in the
payment to the Recipient of fees, charges, taxes, assessrfients, tolls or other charges (“Charges")
levied or imposed by the Recipient. The Recipient shall provide for the punctual payment to the
State Water Board of all amounts which become dué under this Agreement and which are
received from constituents or others in the payment to the Rectplent In the event of failure,
neglect or refusal of any officer of the Recipient to levy or cause to be levied any Charge to
provide payment by the Recipient under this Agreement to enforce or to collect such Charge, or
to pay over to the State Water Board any money collected on account of such Charge necessary
to satisfy any amount due under this Agreement, the State Water Board ‘may take such action in

a court of competent jurisdiction as it deems necessary to compel the performance of all duties
relating to the imposition or levying and collection. of any. of such Charges and the payment of the
money collected therefrom to thie State Water Board. Action taken pursuant hereto shall not
deprive the State Water Board of, or hmrt the apphcatton of any other remedy provided by law or
by this Agreement. . :

Attached as Exhibit C is a Payment Schedule based on the provrsrons of this section and an

. estimated dlsbursement schedule. This schedule wrll be revrsed based on actual disbursements

following Completlon of Constructron

Each Installment Payment shall be pard by check and in Iawful money of the United States of
America. .

The.Recnprent agrees that |t shall not be entltled to interest earned on undisbursed prOject funds

+..Upon execution of this Agreement, the State Water Board shall encumber an amount equal to
=/ the Obligation. The: Recnplent hereby agrees to pay Instaliment Payments and Additional

(b)

(©

Payments from Net Revenues and/or other amounts legally available to the Recipient therefor.
Interest, .on any funds drsbursed fo. the Recipient shall begin to accrue as of the date of each

i ent'agrees to pay any and all costs connected with the Project :
including, W|thout limitation; any and all Project Costs. If the Project Funds are not sufficient to
pay the Project Costs in fulll; the Recipient shall nonetheless complete the Project and pay that
portion of the Pro;ect Costs in excess of available Project Funds, and shall not be entitled to any
reimbursement therefor from the State Water Board.

Additional Payments. In addition to the Instaliment Payments required to be made by the
Recipient, the Recipient shall also pay to the State Water Board the reasonable extraordinary
fees and expenses of the State Water Board, and of any assignee of the State Water Board's
right, title, and interest in and to this Agreement, in connection with this Agreement, including all
expenses and fees of accountants, trustees, aitorneys, litigation costs, insurance premiums and
all other extraordinary costs reasonably incurred by the State Water Board or assignee of the
State Water Board. ’
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Additional Payments may be billed to the Recipient by the State Water Board from time to time,
together with a statement executed by a duly authorized representative of the State Water
Board, stating that the amounts billed pursuant to this section have been incurred by the State
Water Board or its assignee for one or more of the above items and a copy of the invoice or
statement for the amount so incurred or paid. Amounts so billed shall be paid by the Recipient
within thirty (30) days after receipt of the bill by the Recipient.

(d)- The Recipient may without penalty prepay all or any portion of the outstanding principal amount
of the Obligation provided that the Recipient shali also pay at the time of such prepayment all
accrued interest on the principal amount prepaid through the date of prepayment.

3.3  Obligation Absoluie.

The obligation of the Recipient to make the Installment Payment
made by it under this Agreement, from Net Revenues and/o
Recipient therefor, is absolute and unconditional, and unti
Additional Payments have been paid in full, the Recipiet
Installment Payments or other payments required to b

d other paymients required to be
ounts legally available to the
dch time'a e Installment Payments and
shall not discont f ue or suspend any

whatsoever.

3.4  No Obligation of the State.

quest disbursement of ellglble construction and equ:pment costs
t amounts referenced in Exhibit B. (Note that this Agreement will be

consistent.with budg
ncorporate Final Budget Approval.).

amended to |

(3) Additional Projeb Funds will be promptly disbursed to the Recipient upon receipt of
Disbursement Request Form 260, or any amendment thereto, duly completed and
executed by the Recipient for incurred costs consistent with this Agreement, along with
receipt of status reports due under Section 2.16 above.

(4) The Recipient agrees that it will not request disbursement for any Project Cost until such
cost has been incurred and is currently due and payable by the Recipient, although the
actual payment of such cost by the Recipient is not required as a condition of disbursement
request.
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(56) Recipient shall spend Project Funds within 30 days of receipt. Any interest earned on
Project Funds shall be reported to the State Water Board and may be required to be
returned to the State Water Board or deducted from future disbursements.

(6) The Recipient agrees that it will not request a disbursement unless that Project Cost is
allowable, reasonable, and allocable.

(7) Notwithstanding any other.provision of this Agreement, no disbursement shall be required at
any time or in any manner which is in violation of or in conflict with federal or state laws,
policies, or regulations.

(b) The State Water Board's obligation to disburse Project Furfds is contingent upon the availability
of sufficient funds to permit the disbursements provided: forherein. If sufficient funds are not
available for any reason, including but not iimited to faﬂure of the federal or State government o
appropriate funds necessary for disbursement of Prolect Funds the State Water Board shall not
be obligated to make any disbursemerits to the. Remplent under this Agreement. This provision
shall be construed as a condition precedent to the: obligation of the State Water Board to make
any disbursements under this Agreement, Nothmg in this Agreement shall be construed to
provide the Recipient with a right of priority for disbursement over any’ ‘other agency. If any
disbursements due the Recipient under this'contract are deferred becatise sufficient funds are
unavailable, it is the intention of the State Water-Board that such disbursement will be made to
the Recipient when sufficient fu ds do become avarl 3 Qut this intention is:not bi

3.6  Withholding of Disbursements and Materlal Violation

(a) The State Water Board may wrthhold aII or’ an"“ portion of the funds provided for by this
Agreement in the event\that e .

(1) The Recrplent'has materrally vrolated ol threatens to'matenally violate, any term provision,
condition, ar commltment of this Agreement'

@) The Recrprent falls to mam» ain. reasonable progress toward completion of the Project; or A

(3) The Recrprent fans to comply wrth sectron‘51 03 of the Water Code, where applicable.

(b) For the purposes of this Agreement the terms materlal violation” or “threat of material violation”

- lnclude but are not hmrted to: -

1 Placement on the bal|ot of an initiative to reduce revenues securmg thrs Agreement;

2) Passage of such an |n|trat|ve

(3) Successful challehges by ratepayer(s) to the process used by Recipient to set, dedicate, or
otherwise secure revenues used for securing this Agreement; or

(4) Any other action or lack of action that may be construed as a material violation or threat -
thereof.

3.7 Pledge; Rates, Fees and Charges’; Additional Debt.

(a) Establishment of Enterprise Fund and Reserve Fund. In order to carry out its System
Obligations, including the Obligation, the Recipient agrees and covenants that it shall establish
and maintain or shali have established and maintained the Enterprise Fund. All Revenues
received shall be deposited when and as received in trust in the Enterprise Fund. This
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requirement applies to Recipients that are public agencies. To the extent required in Exhibit D of
this Agreement, the Recipient agrees to establish and maintain a reserve fund.

(b) Pledge of Net Revenues, Enterprise Fund, and Reserve Fund. The Obligation hereunder shall
be secured by a lien on and pledge of the Enterprise Fund, Net Revenues, and any Reserve
Fund specified in Exhibit D in priority as specified in Exhibit F. The Recipient hereby pledges
and grants such lien on and pledge of the Enterprise Fund, Net Revenues, and any Reserve
Fund specified in Exhibit D to secure the Obligation, including payment of installment Payments
and Additional Payments hereunder. The Net Revenues in the Enterprise Fund shall be subject
to the lien of such pledge without any physical delivery thereof or further act, and the lien of such
pledge shall be valid and binding as against all parties having claims of any kind in tort, contract,
or otherwise against the Recipient..

(c) Application and Purpose of the Enterprise Fund. Subjt he provisions of any outstanding
Material Obligations, money on deposit in the Enterprlse‘ Furid shall be applied and used first, to
pay Operations and Maintenance Costs, and thereafter, all a’ iounts due and payable with
respect to the Material Obligations. After maklng ‘all payments: herelnabove required to be made
in each Fiscal Year, the Recipient may expend.;in remaining money in the
Enterprise Fund for any lawful purpose of the"Recipient, including pay t of subordinate debt.
This requirement applies to Recipients that afe public agencies. '

(d)

reasonable, fair and nondlscnmlnatory and which w1ll-'be at least sufficient to yleld during each
F|scal Year Net Revenues equal to the debt servnce on' Materlal Oblxgatlons mcludlng the

rthan the existing debt serwce and the new senior debt will not
pplicant’s ability to repay its CWSRF obligations; or

(2)- The Remplent §future debt may be on panty with the CWSRF debt if the following
conditions are. met:

(A) The Recipient’s net revenues will meet the coverage requirement as reflected in
Exhibit D for the highest annual projected debt service; and

(B) One of the following conditions is met:

(A) The Recipient’s proposed additional parity obligation is rated “A,” or higher,
by at least two nationally recognized rating agencies; or
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(B) The Recipient is a disadvantaged community and the Division determines
that it would be economically burdensome for the agency to obtain nationally
recognized ratings for its parity debt;

(C) The Recipient is a disadvantaged community and the Division determines
that requiring the proposed additional obligations to be subordinate to the
Recipient’s Obligations hereunder will unduly restrict the Recipients from
obtaining future system debt necessary for water quality improvements; or

(D) The proposed additional obligation is CWSRF debt.

3.8  Financial Management System and Standards.

The Recipient agrees to comply with federal standards for flnanclal'management systems. The Recipient
agrees that, at a minimum, its fiscal control and accounting procedures will be sufficient to permit
preparation of reports required by the federal government and:tracking of Project funds to a level of
expenditure adequate to establish that such funds have ot been used in'violation of federal or state law
or the terms of this Agreement To the extent appllcable the Recipient agree&to be bound by, and to
comply with, the provisions and requirements of the  federal Single Audit Act aof:1984, Office of
Management and Budget (OMB) Circular No. A-133;:and updates or revisions, thereto including but not
limited to Section 210(a)-(d). (Pub. L. 98-502.) -

3.9  Accounting and Auditing Standérd's

The Recipient will maintain separate Prolec accounts in accordance with generally accepted accounting
principles. The Recipient shall comply with-"Standards for Audit of Governmental Organizations,
Programs, Activities and Functlons“ promulgated by the U S: General Accountmg Office. (40CFR §
35.3135, subd. (1).) N A

310 Federal or State A eistance.

If federal or state funding for Pro;ect Costs.is made avaltable to the Recipient from sources other than the
CWSRF, the Recipient may retaih.such fundmg .up to an amount which equals the Recipient's local share
of Project Costs.: To the extent allowed by requirements of other funding sources, any funding received in
excess 6f the Recipient's local share; not to exceed the total amount of the CWSRF financing assistance,
shall be remltted to the State Water Board to be appilied to Instaliment Payments due hereunder.

ARTICL: IV, TAX COVENANTS

4.1 Purpose.

The purpose of this Artlcle Vis to estabhsh the reasonable expectations of the Recipient regarding the
Project and the Project Funds, dnd is intended to be and may be relied upon for purposes of Sections
103, 141 and 148 of the Code and as a certification described in Section 1.148-2(b)(2) of the Treasury
Regulations. This Article |V sets forth certain facts, estimates and circumstances which form the basis for
the Recipient’s expectation that neither the Project nor the Project Funds wili be used in a manner that
would cause the Obligation to be ciassified as “arbitrage bonds” under Section 148 of the Code or “private
activity bonds” under Section 141 of the Code. '

4.2 Tax Covenant.

The Recipient agrees that it will not take or authorize any action or permit any action within its reasonable
control to be taken, or fail to take any action within its reasonable control, with respect to the Project
which would result in the loss of the exclusion of interest on the Bonds from gross income for federal
income tax purposes under Section 103 of the Code.
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4.3 Governmental Unit.

The Recipient is a state or local governmental unit as defined in Section 1.103-1 of the Treasury
Regulations or an instrumentality thereof (a "Governmental Unit") and is not the federal government or
any agency or instrumentality thereof.

4.4 Financing of a Capital Project.

The Recipient will use the Project Funds to finance costs it has incurred or will incur for the construction,

reconstruction, installation or acquisition of the Project. Such costs have not previously been financed
with the proceeds of any other issue of tax-exempt obligations. :

4.5 QOwnership and Operation of Project.

The Recipient exclusively owns and, except as provided,j eof, operates the Project.

4.6 - Temporary Period.

allocated to expenditures for the Project within three (3)
Agreement or the date the Bonds are issued ("Applicab

i ,p lcable Date, a substantlal binding
Recipient or a related party) to a third
on.ihe costs of the Project. The

obligation (i.e., not subject to contingenci
party to expend at least five percent (5%
completion of acquisition, construction, lmp
Project Funds to expenditu

v

4.7 Working Capital.

the Reciplent on or after the date hereof (iv) interest on the
years after the Applicable Date or one (1) year after the Project is

None of the Project Funds or the Project are, have been or will be used in the aggregate for any activities
that constitute a Private Use (as defined below). None of the principal of or interest with respect to the
Installment Payments will be secured by any interest in property {whether or not the Project) used for a
Private Use or in payments in respect of property used for a Private Use, or will be derived from payments
in respect of property used for a Private Use. "Private Use" means any activity that constitutes a trade or
business that is carried on by persons or entities, other than a Governmental Unit. The leasing of the
Project or the access by or the use of the Project by a person or entity other than a Governmental Unit on
a basis other than as a member of the general public shall constitute a Private Use. Use by or on behalf
of the State of California or any of its agencies, instrumentalities or subdivisions or by any local
governmental unit and use as a member of the general public will be disregarded in determining whether
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a Private Use exists. Use under an arrangement that conveys priority rights or other preferential benefits
is generally not use on the same basis as the general public. Arrangements providing for use that is
available to the general public at no charge or on the basis of rates that are generally applicable and
uniformly applied do not convey priority rights or other preferential benefits. For this purpose, rates may

" be treated as generally applicable and uniformly applied even if (i) different rates apply to different
classes of users, such as volume purchasers, if the differences in rates are customary and reasonable; or
(ii) a specially negotiated rate arrangement is entered into; but only if the user is prohibited by federal law
from paying the generally applicable rates, and the rates established are as comparable as reasonably
possible to the generally applicable rates. An arrangement that does not otherwise convey priority rights
or other preferential benefits is not treated, nevertheless, as general public use if the term of the use
under the arrangement, including all renewal options is greater than 200 days. For this purpose, a right
of first refusal to renew use under the arrangement is not treated as a renewal option if (i) the
compensation for the use under the arrangement is redetermined-at generally applicable, fair market
value rates that are in effect at the time of renewal; and (i) the-use of the financed property under the
same or similar arrangements is predominantly by natural persons who are not engaged in a trade or
business. .

4.10 No Sale Lease or Private Operation of the Project :‘ o

The Project will not be sold or otherwise drsposed of |n whole or in part, to any person who is not a
Governmental Unit prior to the final maturity date of the Obligation.- The Project will not be leased to any
person or entity that is not a Governmental Unit prior to the final maturity date of the Obllgatron Except
as permitted under Section 4.12 hereof, the Recipient will nat enter any contract or arrangement or cause
or permit any contract or afrangement to be- entered (to the extent of its reasonable control) with persons
or entities that are not Governmental Units if that. contract or arrangement would confer on such persons
or entities any right to use the Project on a basis different from the right of members of the general public.
The contracts or arrangements contemplated by the precedrng sentence include but are not limited to
management contracts, take or pay contracts or put or pay contracts and capacity guarantee contracts.

411 No Drsproportlonate or Unrelated Use

None of the Project Funds or the Prorect are, have been or will be used for a Private Use that is
unrelated or disproportionate to the governmental use ot the Prorect Funds.

~‘rvrce Contracts

With respect'to management and servrce contracts the determination of whether a particular use
constitutes Private Use shall be'determined on the basis of applying Section 1.141-3(b)(4) of the Treasury
Regulations, Revenue Procedure 97-13 and other applicable rules and regulations. As of the date
hereof, none of the’ Prolect Funds or. the Project are being used to provide property subject to contracts or
other arrangements with- persons ot entities engaged in a trade or business (other than Governmental
Units) that involve the management of property or the provision of services that do not comply with the
standards of the Treasury. Re ufations and Revenue Procedure 97-13.

Except to the extent the Recipient has received an opinion of counsel expert in the issuance of state and
local government bonds the interest on which is excluded from gross income under Section 103 of the
Code ("Nationally-Recognized Bond Counsel") and satisfactory to the State Water Board and the Bank to
the contrary, the Recipient will not enter into any management or service contracts with any person or
entity that is not a Governmental Unit for services to be provided with respect to the Project except with
respect to contracts where the following requirements are complied with: (i) the compensation is
reasonable for the services rendered; (ii) the compensation is not based, in whole or in part, on a share of
net profits from the operation of the Project; (iii) not more than twenty percent (20%) of the voting power
of the Recipient in the aggregate may be vested in the service provider and its directors, officers,
shareholders, and employees and vice versa; (iv) any overlapping board members between the Recipient
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and the service provider must not include the chief éxecutive officer or executive director of elther -or their
respective governing bodies; and (v):

(a) At least ninety-five percent (95%) of the compensation for services for each annual period during
the term of the contract is based on a periodic fixed fee which is a stated dollar amount for
services rendered for a specified period of time. The stated dollar amount may automatically
increase according to a specified objective external standard that is not linked to the output or

. efficiency of a facility, e.g., the Consumer Price Index and similar external indices that track
increases in prices in an area or increases in revenues or costs in an industry are objective
external standards. A fee shall not fail to qualify as a periodic fixed fee as a result of a one (1)
time incentive award during the term of the contract under which compensation automatically
increases when a gross revenue or expense target (but not! th) is reached if that award is a
single stated dollar amount. The term of the contract, including all renewal options, must not

exceed the lesser of eighty percent (80%) of the reas expected useful life of the financed

: rllty property" within the meaning

of Section 168(i)(10) of the Code);

(b) At least eighty percent (80%) of the compe
term of the contract is based on a periodj
renewal options, must not exceed the lesse
useful life of the financed property and ten (
term of the contract similar to the award descri
this option as weli;

vrded to'covered persons vary substantially; e.g.,
rvice provider for each member of a plan for

| services for a specified period. A capitation fee
fy percent (20%) of the total capitation fee

(d) based on a per-unit fee or a combination of a per-unit fee
t fee is defined to mean a fee based on a unit of service provided

r otherwise specifically determined by an independent third party,

or;of the program or the Recipient; e.g., a stated dollar amount for each
specified procedure performed, car parked or passenger mile is a per-unit fee. The term of the
contract, including all:renéwal options, must not exceed three (3) years. The contract must be
terminable by the Rempnent on reasonable notice;, without penalty or cause, at the end of the
second year of the contract term; or

(e) All of the compensation for services is based on a percentage of fees charged or a combination
of a per-unit fee and a percentage of revenue or expense fee. During the start up period,
however, compensation may be based on a percentage of gross revenues, adjusted gross .
revenues, or expenses of a facility. The term of the contract, including renewal options, must not
exceed two (2) years. The contract must be terminable by the Recipient on reasonable notice
without penalty or cause, at the end of the first year. This type of contract is permissible only
with respect to contracts under which the service provider primarily provides services to third
parties, and management contracts involving a facility during an initial start-up period for which
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there have been insufficient operations to establish a reasonable estimate of the amount of the
annual gross revenues and expenses (e.g., a contract for general management services for the
first year of the operations).

If the compensation terms of a management or service contract are materially revised, the

requirements for compensation terms must be retested as of the date of the material revision

and the management or service contract is treated as one that was newly entered into as of the
- date of the material revision.

A renewal option, for purposes of the foregoing, is defined to mean a provision under which the
service provider has a legally enforceable right to renew the contract. Thus, for example, a
provision under which a contract is automatically renewed. for one (1) year periods absent
cancellation by either party is not a renewal option, eve -er‘s expected to be renewed.

A cancellation penalty is defined to include a llmltation on the Recipient's ability to compete with
the service provider, a requirement that the Recrprent purchase equipment, goods; or services
from the service provider, and a requirement thafr the Recipient pay liquidated damages for
cancellation of the contract; in comparison,:a requirement effective: on. cancellation that the
Recipient reimburse the service provider for-ordinary and necessary expenses or a restriction
against the Recipient hiring key personnel of. the service provider is generally not a contract .
termination penalty. Another contract between:the service provider and the- Recipient, such as a
loan or guarantee by the service provider, is treated as. éreatmg a contract termmatlon penalty if
that contract contains terms that are not customaty:or: arm ‘s length, or that could operate to
prevent the Recipient from termrnatmg the contract (e g provisions under which the contract
terminates if the management contract i termlnated or that places substantial restrictions on the
selection of a substltute service prov ider). =

The service provider must not have any role or relatronshlp wrth the Recipient, that, in effect, substantially
limits the Recipient's abrllty to exercise its rights, lncludm Cancellaﬂon rlghts under the contract, based
on all the facts and crrcumstances B

4.13 No Disposition of Fmanced Property

The Recrprent-does not expect to sell or otherwrse drspose of any portron of the Project, in whole or in
part, prror to'the final matunty\date of the Obllgatlon o

414 Usefu,.a of Project.

The economic useful life of the Prorect commencmg at Project Combpletion, is at least equal to the term of
this Agreement, as: set forth on Exhlbrt B hereto. -

4.15 Instaliment Payments

Instaliment Payments generally.,_ e expected {o be derived from assessments, taxes, fees, charges or
other current revenues of the Recipient in each year, and such current revenues are expected to equal or
exceed the Installment Payments during each payment period. Any amounts accumulated in a sinking
fund or bona fide debt service fund to pay Installment Payments (whether or not deposited to a fund or
account established by the Recipient) will be disbursed to pay Instaliment Payments within thirteen
months of the initial date of accumulation or deposit. Any such fund used for the payment of Installment
.Payments will be depleted once a year except for a reasonable carryover amount not exceeding earnings
on such fund or one-twelfth of the Instaliment Payments in either case for the immediately preceding
year.
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4.16 No Other Replacement Proceeds.

The Recipient will not use any of the Project Funds fo replace or substitute other funds of the Recipient
that were otherwise {o be used to finance the Project or which are or will be used o acquire securities,
obligations or other investment property reasonably expected to produce a yield that is materially higher
than the yield on the Bonds.

4.17 No Sinking or Pledged Fund.

Except as set forth in Section 4.18 below, the Recipient will not create or establish any sinking fund or
pledged fund which will be used to pay Installment Payments on the Obligation within the meaning of
Section 1.148-1(c) of the Treasury Regulations. If any sinking fund.or pledged fund comes into being with
respect to the Obligation before the Obligation has been fully reti hich may be used to pay the
Installment Payments, the Recipient will invest such sinking fu d pledged fund moneys at a yield that
does not exceed the yield on the Bonds.

4.18 Reserve Amount.

The State Water Board requires that the Recipien
equal to one (1) year | of debt service with respect

with respect to the Obligation, if and when needed. The-.
the Recnplent and does not include any. proceeds of any o ions the interest on Wthh is excluded from
gs thereon. The aggregate of the
percent of the aggregate principal
3spect to the Obligation, or (iii) 125
will be treated as a reasonably

amount of the Obllgatlon (i) the maximum annual debt service wi
percent of the average annual debt service wnth respect to fhe Obhg
required reserve fund. . :

4.19 Reimbursement Resolutlon
The “reimbursement resolutlon adopte: by the Recnple"'  is incorporated herein by reference, pursuant to
Exhibit A. : ;

be applled to reimburse the Recipient for Project costs paid before the
ost was. (i)-not paid prior to sixty (60) days before the Recipient’s

nt to finance the Project, (i) not paid more than eighteen (18)

date the financed facility was placed-in-service, whichever is later,
ars prior to the date hereof (collectively, “Reimbursement
Expenditures”), unles ributable to a “prehmlnary expenditure.” Preliminary expenditure for
this purpose means architectu igineering, surveying, soil testing and similar costs incurred prior to
the commencement of construction or rehabilitation of the Project, but does not include land acquisition, -
site preparation and similar costs incident to the commencement of acquisition, construction or
rehabilitation of the Project: Preliminary expenditures may not exceed 20% of the costs of the Project
financed with the Obligation.

adoption of a dec]
months prior to th
and (i) not paid more

hereof or |
n three (

4.21 Change in Use of the Project.

The Recipient reasonably expects to use all Project Funds and the Project for the entire stated term fo
maturity of the Obligation. Absent an opinion of Nationally-Recognized Bond Counsel to the effect that
such use of Project Funds will not adversely affect the exclusion from federal gross income of interest on
the Bonds pursuant to Section 103 of the Code, the Recipient will use all Project Funds and the Project
solely as set forth in the Agreement.
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4.22 Rebate Obligations.

if the Recipient satisfies the requirements of one of the spending exceptions to rebate specified in Section
1.148-7 of the Treasury Regulations, amounts earned from investments, if any, acquired with the Project
Funds will not be subject to the rebate requirements imposed under Section 148(f) of the Code. If the
Recipient fails to satisfy such requirements for any period, it will notify the State Water Board and the
Bank immediately and will comply with the provisions of the Code and the Treasury Regulations at such
time, including the payment of any rebate amount or any yield reduction ‘payments calculated by the State
Water Board or the Bank.

4.23 No Federal Guarantee.

The Recipient will not directly or indirectly use any of the Project Funds in any manner that would cause
the Bonds to be "federally guaranteed" within the meaning of Séction: 1149(b) of the Code, taking into
account various exceptions including any guarantee related to: lnvestments during an initial temporary
period until needed for the governmental purpose of the: Bonds mvestments as part of a bona fide debt
service fund, investments of a reasonably required réserve or replacement- fund, invéstments in bonds
issued by the United States Treasury, investmentg:jn:refunding escrow fundsor’ ertam other investments
permitted under the Treasury Regulations.

4.24 No Notices or Inquiries From IRS

Within the last 10 years, the Recipient has ot “teceived any notice of a final action of the Internal
Revenue Service that determines that |nterest pald ar. payable on’ any debt obligation of the Recipient is
or was includable in the gross income of an .owner or.beneflmal ownér thereof for federal income tax
purposes under the Code

4.25 Amendments..

The provisions in this Artlcle may be amended modmed or supplemented at any time o reflect changes
in the Code upon obtaining wntten approval of the State Water Board and the Bank and an opinion of
Nationally-Recognized Bond Cotinsel to the effect thaf such amendment, modification or supplement will
not adversély-affect the exclusmn from federal ¢ gro S mcome of interest on the Bonds pursuant to Sectlon
103 of the Code ' : %

4.26 Apphcatlon

The provnstons |n '[htS Article IV shall apply to a Remplent only if any portion of the Project Funds is
derived from proceeds of Bonds.

4.27 Reasonable Expectatlons

The Recipient warranis that to the best of its knowiedge, lnformatlon and belief, and based on the facts
and estimates as set forth in the tax covenants in this Article, the expectations of the Recipient as set
forth in this Article are reasonable. The Recipient is not aware of any facts or circumstances that would
cause it to question the accuracy or reasonableness of any representation made in the provisions in this
Article V.
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ARTICLEV MISCELLANEOUS PROVISIONS ;

5.1 Covenants.

(a) Tax Covenant. Notwithstanding any other prbvisio'n hereof, the Recipient covenants and agrees
that it will comply with the Tax Covenants set forth in Article IV attached hereto if any portion of
the Project Funds is derived from proceeds of Bonds.

(b) Disclosure of Financial Information, Operating Data, and Other Information. The Recipient
covenants to furnish such financial, operating and other data pertaining to the Recipient as may
be requested by the State Water Board to: (i) enable the State Water Board to cause the
issuance of Bonds and provide for security therefor; or (ii) le any underwriter of Bonds
issued for the benefit of the State Water Board to comply,withRule 15¢2-12(b)(5). The
Recipient further covenants to provide the State Water,Board with copies of all continuing
disclosure reports and materials concerning the Recipien ge"qwred by the terms of any financing
other than this Agreement and to submit such reportsto the State Water Board at the same time
such reports are submitted to any disseminati gent, trustee; nationally recognized municipal
securities information repository, the Munigci ecurities Rulemaking, Board’s Electronic
Municipal Market Access (EMMA) website or.other person or entity:

5.2  Assignability.

ent to the Bank or stee for the

of the State Water Board's estate,
the right to make all related waivers
5 agent and attorney-in-fact, and

The Recipient agrees and consents to any bledge, sale, or'as
benefit of the owners of the Bonds, if any;.at any time of any po'
right, title, and interest and claim in, to and: Linder this. Agreement:
and agreements in the name and on behalf of the State’ Water Boar:
to perform all other related acts which are neceSSary and; appropriate“under this Agreement, if any, and
the State Water Board's esfate nght title, and-interest and clatm in,toa I:under this Agreement to
Installment Payments (but excluding fhe State Water Board's rights to Additional Payments and to
notices, opinions and mdemmﬂcatlon under each Obllgatlon) This'Agreement is not assignable by the
Remplent either in whole or m part, WIthout the consenf of the State Water Board in the form of a formal

' approval of PrOJect plans and specifications by the State Water Board is
‘and does. not relieve the Recipient of its responsibility to properly plan,
tain thé" Project To the extent permitted by law, the Recipient

old harmless the State Water Board, the Bank, and any trustee, and
ntsfor the Bonds, if any (collectively, "Indemnified Persons"), against
laim or action brought against any Indemnified Persons from and
amages liabilities, or expenses, of every conceivable kind, character,
of, resulting from, or in any way connected with (1) the System or the
Project or the conditions, occu_ _ncy, use, possession, conduct, or management of, work done in or
about, or the planning, design, acquisition, installation, or construction, of the System or the Project or
any part thereof; (2) the- carrying out of any of the transactions contemplated by this Agreement or any
related document; (3) any violation of any applicable law, rule or regulation, any environmental law
(including, without limitation, the Federal Comprehensive Environmental Response, Compensation and
Liability Act, the Resource Conservation and Recovery Act, the California Hazardous Substance Account
Act, the Federal Water Pollution Control Act, the Clean Air Act, the Toxic Substances Control Act, the
Occupational Safety and Health Act, the Safe Drinking Water Act, the California Hazardous Waste
Control Law, and California Water Code Section 13304, and any successors to said laws), rule or
regulation or the release of any toxic substance on or near the System; or (4) any untrue statement or
alleged untrue statement of any material fact or omission or alleged omission to state a material fact
necessary to make the statements required to be stated therein, in light of the circumstances under which

for administ
design, con
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they were made, not misleading with respect to any information provided by the Recipient for use in any -
disclosure document utilized in connection with any of the transactions contemplated by this Agreement.
To the fullest extent permitted by faw, the Recipient agrees to pay and discharge any judgment or award
entered or made against Indemnified Persons with respect to any such claim or action, and any
settlement, compromniise or other voluntary resolution. The prowsrons of this section shall survive the -
discharge of the Recipient's Obligation hereunder.

5.4  Termination; Immediate Acceleration; Interest.

(a) This Agreement may be terminated by written notice during construction of the Project, or
thereafter at any time prior to complete satisfaction of the Obhgatron by the Recipient, at the
‘option of the State Water Board, upon violation by the Recipient of any material provision of this:
Agreement after such violation has been called to the atténtion of the' Recipient and after failure
of the Recipient to bring itself into compliance with the provrsxons of this Agreement within a
reasonable time as established by the Division. = "o

() In the event of such termination, the Recipient agrees upon demand to lmmedlately repay to

" the State Water Board an amount equal to, Installment Payments due hereunder, including
accrued interest, and all penalty assessmients due. In the event of termination, interest shall
accrue on all amounts due at the highest legal rate of interest from the date that notice of
termination is mailed to the Recipient to the date of full satrsfactlon of the Obhgatlon by the
Recipient. B

(c) Where the Recrplent isa pnvate entlty that has been etermlned fo have vrolated an applicable
prohibition in the Prohibition Statement below or has an ‘employee who is determined by USEPA
to have violated an applicable prohibition in the Prohibition Statement below that is either
associated with performance under this aware or imputed to the Recipient using the standards
and due process for imputing the conduct of an individual to an"organization pursuant to 2 CFR
Part 180, the Rec:plent acknowledges and agr’ees that thls Obligation may become immediately
due and payable and that penalties up to $175 hillion may be due by the Recipient to the State
Water Board, in addition to any other criminal or civil penalties that may become due. The
Recrprent its employees, its.contractors, and any subrecipients or subcontractors may not

fficking in persons procure a commercial sex act, or use forced labor.

The Recrplent agrees that any refunds rebates, credits, or other amounts (including any interest thereon)
accruing to or received by the Recrplent under this Agreement shall be paid by the Recipient to the State,

to the extent that they are properly. allocable to costs for which the Recipient has been reimbursed by the
State under this Agre ment

5.6  Prevailing Wag >
The Recipient agrees io be bound by all the provisions of State Labar Code Section 1771 regarding

prevailing wages. The Recipient shall monitor all agreements subject to reimbursement from this

Agreement o assure that the prevailing wage provisions of State Labor Code Section 1771 are belng
met.

5.7 . Timeliness.

Time is of the essence in this Agreement.
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5.8  Governing Law.

This contract is governed by and shall be interpreted in accordance with the laws of the State of
California.

5.9 Amendment.
No amendment or variation of the terms of this Agreement shall be valid unless made in writing, signed '
. by the parties and approved as required. No oral understanding or agreement not incorporated in this
Agreement is binding on any of the parties.

5.10 Bonding.

Where contractors are used, the Recipient shall not authorize ¢
has furnished a performance bond in favor of the Recipient in:the'fo
(100%) of contract value; labor and materials (100%) of conttact value
to any contract for less than $20,000.00.

ction to begin until each contractor
ing amounts: faithful performance
his requirement shall not apply

5.11 Compliance with Law, Regulations, etc.

i : _te"laws rules, gundé‘ﬂnes regulations,
and requirements. Without limit ecipient agrees that; fo the extent
applicable, the Recipient will: ‘ : '
(1) Comply with the prov:smns

Agreement;

5.13 Damages for Bréééh Affet:ﬁhg Tax Exempt Status or Federal Compliance

inthe event that any breach of any of the provisions of this Agreement by the Recipient shall result in the
loss of tax exempt status for any bonds of the State or any subdivision or agency thereof, including Bonds
issued on behalf of the State Water Board, or if such breach shall result in an obligation on the part of the
State or any subdivision or agency thereof to reimburse the federal government by reason of any
arbitrage profits, the Recipient shall immediately reimburse the -State or any subdivision or agency thereof
in an amount equal to ahy damages paid by or loss incurred by the State or any subdivision or agency
thereof due to such breach.

In the event that any breach of any of the provisions of this Agreement by the Recipient shall result in the
failure of Project Funds to be used pursuant to the provisions of this Agreement, or if such breach shall
result in an obligation on the part of the State or any subdivision or agency thereof to reimburse the
federal government, the Recipient shall inmediately reimburse the State or any subdivision or agency
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thereof in an amodnt equal to any damages paid by or loss incurred by the State or any subdivision or
agency thereof due to such breach.

5.14 Disputes.

() The Recipient may appeal a staff decision within 30 days to the Deputy Director of the
Division or desighee, for a final Division decision. The Recipient may appeal a final
Division decision to the State Water Board within 30 days. The Office of the Chief
Counsel of the State Water Board will prepare a summary of the dispute and make
recommendations relative to its final resolution, which will be provided to the State Water
Board’s Executive Director and each State Water Board Member. Upon the motion of any
State Water Board Member, the State Water Board, will review and resolve the dispute in
the manner determined by the State Water Board. Should the State Water Board
determine not to review the final Division detision, this decision will represent a final
agency action on the dispute.

13

(b) This clause does not preclude consideration of legal questions; provrded that nothing herein
shall be construed to make final the decision of the State Water Board, or any official or
representatlve thereof, on any question; of law >

(c) Recipient shall continue with the responsmllltles under thrs Agreement dunng any dispute.

5.15 Independent Actor.

The Recipient, and its agents and employees, lf'any,» in the perforrrlance of this Agreement, shall actin an
independent capacity and not as officers, employees; or agents of the State Water Board.

5.16 Non-Discriminatiofi C’laus,e._,

(@ During the performance of this Agreement, Recipient and its contractors and subcontractors
shall not unlawfully discriminate, harass, or allow harassment against any employee or
applicant for employment because of sex, race, color, ancestry, religious creed, national
ofigiti; sexual origntation, physmal disability (including HIV and AIDS), mental disability,
hedical c" dition (cancer) age (over 40) marital status, and denial of family care leave.

_The Recipient; it: contractors and subcontractors shall insure that the evaluation and
" reatment of their employees and applicants for employment are free from such
imination and h ,

(¢) The Recipient, its contractors, and subcontractors shall comply with the provisions of the
Fair Eniployment and Housmg Act and the applicable regulations promulgated thereunder.
(Gov. Code;.§12990; subds. (a)-(f) et seq.; Cal. Code Regs., tit. 2, § 7285 et seq.) Such"
regulations are: rnéorporated \nto this Agreement by reference and made a part hereof as if
set forth in full.™ ;.0

(d) The Recipient, its contractors, and subconiractors shall give written notice of their
obligations under this clause to labor organizations with which they have a collective
bargaining or other agreement.

(e) The Recipient shall include the nondiscrimination and compliance provisions of this clause
in all subcontracts to perform work under the Agreement.
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5.17 No Third Party Rights.

"The parties to this Agreement do not create rights in, or grant remedies to, any third party as a beneficiary
of this Agreement, or of any duty, covenant, obligation, or undertaking established herein.

5.18 Operation and Maintenance; Insurance.

The Recipient agrees to sufficiently and properly staff, operate and maintain all portions of the Project
during its useful life in accordance with all applicable state and federal laws, rules and regulations.

The Recipient will procure and maintain or cause to be maintained insurance on the System with
responsible insurers, or as part of a reasonable system of self-insurancs, in such amounts and against
such risks (including damage to or destruction of the System) as. sually covered in connection with
systems similar to the System. Such insurance may be maintair the maintenance of a self-
insurance plan so long as any such plan provides for (i) the, estabhshment by the Recipient of a separate
segregated self-insurance fund funded in an amount determined (lnmally and on at least an annual basis)
by an independent insurance consultant experrenced in-the:field of risk’i ma agement employmg accepted
actuarial techniques and (ji) the establishment an i
management program

damaged or destroyed portion of the System The Recipient.
replacement as expedmously as possrble and shaﬂ pay out of:

The Recipient shall comply inall materlal .respects wit “all applicable federal, state and local laws, rules
i ient shall: procure all permrts hcenses and other authorizations ‘necessary to

all work and for persons or entities engaged in work performed

but not limited to, contractors, subcontractors, suppliers, and

:shall be responsible for any and all disputes arising out of its

e State Water Board will not mediate disputes between the Recipient
Sponsibility for performance of work.

providers of services.
contracts for work on the
and any other entity concern

5.21 Related Litigation.

Under no circumstances may a Recipient use funds from any disbursement under this Agreement to pay
- costs associated with any litigation the Recipient pursues against the State Water Board or any Regional
Water Quality Control Board. Regardless of the outcome of any such litigation, and notwithstanding any
conflicting language in this Agreement, the Recipient agrees to complete the Project funded by this
Agreement or to repay all of the disbursed funds plus interest.
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5.22 Rights in Data.

The Recipient agrees that all data, plans, drawings, specifications, reports, computer-programs, operating
manuals, notes, and other written or graphic work produced in the performance of this Agreement are
subject to the rights of the State as set forth in this section. The State shall have the right to reproduce,
publish, and use all such work, or any part thereof, in any manner and for any purposes whatsoever and
to authorize others to do so. If any such work is copyrightable, the Recipient may copyright the same,
except that, as to any work which is copyrighted by the Recipient, the State reserves a royalty-free,
nonexclusive, and irrevocable license to reproduce, publish, and use such work, or any part thereof, and
to authorize others to do so, and to receive electronic copies from the Recipient upon request. (40 CFR
31.34, 31.36)

5.23 State Water Board Action; Costs and Attorney Fees.

The Recipient agrees that any remedy provided in this Agreement is in-addition to and not in derogation
of any other legal or equitable remedy-available to the State Water Board.as a result of breach of this
Agreement by the Recipient, whether such breach occtirs before or after completron of the Project, and
exercise of any remedy provided by this Agreement, by the State Water Board shall not preclude the State
Water Board from pursuing any legal remedy or rrght which would otherwise be available. In the event of
litigation between the parties hereto arising from this Agreement, it |s agreed that each party shall bear its
own costs and attorney fees. -

5.24 Unenforceable Provision.

In the event that any provision of thrs Agreement is unenforceable ar held to be unenforceable, then the
parties agree that all other provisions of this Agreement have force’ an -.effect and shall not be affected
thereby. e .

5.25 Useful Life.

The economic useful life of. the Prolec, Project Comptetion, is at least equal to the term of

_commencr
this Agreement as set forth in Exhrblt ’

5.26 Venue

The State Water Board and the Recrprent hereby agree that any action arising out of this Agreement shatl
be filed and marntalned in the Supenor Cou n and for the County of Sacramento, California.

5.27 Waiver and Rrghts of the State Water Board

Any waiver of rrghts by the State Water Board with respect to a default or other matter arising under the
Agreement at any time shall not be consrdered a waiver of rights with respect to any other defauit or
matter. :

Any rights and remedies of the' State Water Board provided for in this Agreement are in addition to any
other rights and remedies provided by law. .
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IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto.

«RECIPIENTCAPS»:

By:

Name: «Officert»

Title:  «Title1»

Date:

STATE WATER RES  CONTROL BOARD:

cial Assistance

342
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Name of Recipient
Agreement No.: XX-XXX-550
Project No.: C-06-XXXX-XXX

EXHIBIT A — SCOPE OF WORK & INCORPORATED DOCUMENTS

The Recipient agrees to start construction no later than the estimated date of

The Completion of Construction date is hereby established as

The Recipient agrees to ensure that its final Request for Disbursement is received by the Division no
later than six months after Completion of Construction, unless prior approval has been granted by the
Division. If the Recipient fails to do so, then the undisbursed balance of this Agreement will be
deobligated.

Incorporated by reference into this Agreement are the following documents:

(a) the Final Plans & Specifications, which are the basis for the construction contract to be awarded
by the Recipient (Agreement will be amended to incorporate such document);

(b) the Waste Discharge Requirement Order No. (and/or National Pollutant Discharge
Elimination System Permit No. ),
(©) the Recipient’s Authorized Representative Resolution No. ____ dated ;
- (d) the Recipient’s Pledged Revenues and Funds Resolution No.- dated ; and
(e) the Recipient's Reimbursement Resolution No. . dated

Scope of Work. [to be inserted]

A1
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EXHIBIT B — PROJECT FINANCING AMOUNT

. Estimated Reasonable Cost. The estimated reasonable cost of the total Project, including associated
planning and design costs, is Written Dollar Amount dollars and no cénts ($Dollar Amount).

. Project Funding. Subject to the terms of this Agreement, the State Water Board agrees to provide
Project Funds in the amount of up to Written Dollar Amount dollars and no cents ($Dollar Amount).

. Payment, Interest Rate, and Charges. The Recipient agrees to make all Installment Payments
according to the schedule in Exhibit C at an interest rate of Written Interest Rate % (X%) per annum.
The Recipient agrees to pay,an Administrative Service Charge of Written Admin Charge Rate % (X%)
per annum. The Recipient agrees to pay a Small Community Grant Fund Charge at Written SCG
Charge % (X%) per annum.

. [If Local Match, include the following, otherwise use n/a.] The Recipient will establish a local State
Match Account prior to the issuance of Project Funds. The Agency will deposit sufficient funds in the
account to make payments to its contractor(s) in an amount equal to sixteen and six hundred sixty -
seven thousands percent (16.667%) and will include the required state maitch amount in all payments
made fo the contractor(s). The Agency agrees to furnish the SWRCB with copies of cancelled checks
paid to its contractors at least each quarter documenting payment of the state match amount.

. [n/a for regular financing with no forgiveness] Contingent Principal Forgiveness. Contingent on the
Recipient’s performance of its obligations under this Agreement, the State Water Board agrees to
forgive Written Dollar Amount dollars and no cents ($Dollar Amount) of the principal due under this
Agreement. ‘ » ' :

. [if SRFSCG funds are being combined with other CWSRF monies] Smali Community Grant.
Contingent on the Recipient’s performance of its obligations under this Agreement, the State Water
Board agrees to make a grant of Written Dollar Amount dollars and no cents ($Dollar Amount) from the
fund established in section 13477.6 of the Water Code. Upon Completion of Construction, the State
Water Board will prepare an alternate payment schedule reflecting this grant.

. The term of this agreement is from to

. Budget costs are contained in the Project Cost Table, which is part of Exhibit A-FBA. (This Agreement
will be amended to incorporate Exhibit A-FBA.)

. Preliminary budget costs are as follows:
Planning and design allowances: $

Construction costs and disbursements are not available until after this Agreement has been amended
to incorporate Exhibit A-FBA.

Any construction expenses incurred by the Recipient prior to such amendment of this Agreement are
at the Recipient’s risk. Failure to begin construction according to the timelines set forth in Exhibit A will
require the Recipient to repay to the State Water Board all disbursed Project Funds, including planning
and design allowances.

B-1
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: Name of Recipient
Agreement No.: XX-XXX-550
Project No.: C-06-XXXX-XXX

EXHIBIT C - CWSRF PAYMENT SCHEDULE

See the attached preliminary CWSRF Payment Schedule daied Date. The final CWSRF Payment
Schedule will be forwarded to the Recipient after all disbursements have been paid and construction of
the Project has been completed.

SF2014 15xi4
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EXHIBIT D — SPECIAL CONDITIONS
Recipient agrees to perform the following special conditions:

[environmental]

[credit — 1.25x coverage per ’13 OS; specific payment dates]

[technical] '

~ [other legal]

The Recipient complies with the State Water Board’s Drought Emergency Water Conservation regulations

in Section 863-865 of title 23 of the California Code of Regulations. The Recipient will include a
discussion of its implementation in reports submitted pursuant to Section 2.12 of this Agreement.

SF2014 15x14
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Name of Recipient
Agreement No.: XX-XXX-550
Project No.: C-06-XXXX-XXX -

EXHIBIT E — FEDERAL CONDITIONS & CROSS-CUTTERS

The Recipient agrees to comply with the following conditions required by USEPA:

1.

Architectural and engineering contracts. Where the Recipient contracts for program
management, construction management, feasibility studies, preliminary engineering, design,
engineering, surveying, mapping, or architectural relaied services, the Recipient shall ensure that
such any such contract is negotiated in the same manner as a contract for architectural and
engineering services is negotiated under chapter 11 of title 40, United States Code, or an
equivalent State qualifications-based requirement as determined by the State Water Board.

GAAP. The Recipient must maintain project accounts according to Generally Accepted
Accounting Principles (GAAP) as issued by the Governmental Accounting Standards Board
(GASB). The Recipient shall maintain GAAP-compliant project accounts, including GAAP
requirements relating to the reporting of infrastructure assets.

Fiscal sustainability. The Recipient certifies that it has developed and is implementing a fiscal
sustainability pian for the Project that includes an inventory of critical assets that are a part of the
Project, an evaluation of the condition and performance of inventoried assets or asset groupings,
a certification that the recipient has evaluated and will be implementing water and energy
conservation efforts as part of the plan, and a plan for maintaining, repairing, and, as necessary,

' replacmg the Project and a plan for funding such activities. .

Unless the Recipient has obtamed a waiver from USEPA on file with the State Water Board, the
Recipient shall not purchase “iron and steel products” produced outside of the United States on
this Project. Unless the Recipient has obtained a waiver from USEPA on file with the State Water
Board, the Recipient hereby certifies that all “iron and steel products” used in the Project were or
will be produced in the United States. For purposes of this section, the term "iron and steel
products” means the following products made primarily of iron or steel: lined or uniined pipes and
fittings, manhole covers and other municipal castings, hydrants, tanks, flanges, pipe clamps and
restraints, valves, structural steel, reinforced precast concrete, and construction materials.

No Recipient or subrecipient may receive funding under this Agreement unless it has provided its
DUNS number to the State Water Board. (2011 Cap Grant)

Executive Compensation. Where the Recipient received 80 percent or more of its annual gross
revenues from federal procurement contracts (and subcontracis) and $25,000,000 or more in
annhual gross revenues from federal procurement contracts (and subcontracts), the Recipient
agrees to notify the State Water Board. The Recipient agrees to provide information regarding
executive compensation {o the State Water Board upon request, in order for the State Water
Board to comply with USEPA requirements.

Trafficking in Persons. The Recipient, its empioyees, contractors and subcontractors and their

“employees may not engage in severe forms of trafficking in persons during the term of this

Agreement, procure a commercial sex act during the term of this Agreement, or use forced labor
in the performance of this Agreement. The Recipient must include this provision in its contracts
and subcontracts under this Agreement. The Recipient must inform the State Water Board
immediately of any information regarding a violation of the foregoing. The Recipient understands

" that failure to comply with this provision may subject the State Water Board to loss of federal

funds in the amount of $101,065,000. The Recipient agrees to compensate the State Water
Board for any such funds lost due to its failure to comply with this condition, or the failure of its
contractors or subcontractors to comply with this condition. ‘The State Water Board may
unilaterally terminate this Agreement and full payment will be due immediately, if a Recipient or

E-1
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EXHIBIT E — FEDERAL CONDITIONS & CROSS-CUTTERS

subrecipient that is a private entity is determined to have violated the foregomg Trafficking
Victims Protection Act of 2000.

Contractors, Subcontractors, Debarment and Suspension, Executive Order 12549; 2 CFR Part
180; 2 CFR Part 1532. The Recipient shall not subcontract with any party whois debarred or
suspended or otherwise excluded from or ineligible for participation in federal assistance
programs under Executive Order 12549, "Debarment and Suspension”. The Recipient shall not
subcontract with any individual or organization on USEPA's List of Violating Facilities. (40 CFR,
Part 31.35, Gov. Code 4477)

" The Recipient certifies to‘the best of its knowledge and belief, that it and its principals:

(a) Are not presently debarred, suspended, proposed for debarment, declared ineligible, or
voluntarily excluded by any federal department or agency;

(b) Have not within a three (3) year period preceding this Agreement been convicted of or had a
civil judgment rendered against them for commission of fraud or a criminat offense in
connection with obtaining, attempting to obtain, or performing a public (federal, state or local)
transaction or contract under a public transaction; violation of federal or state antitrust
statutes or commission of embezziement, theft, forgery, bribery, falsification or destruction of
records, making false statements, or receiving stolen property;

(c) Are not presently indicted for or otherwise criminally or civilly charged by a governmental
entity (federal, state or local) with commission of any of the offenses enumerated in
paragraph (b) of this certification; and

(d) Have not within a three (3) year period preceding this application/proposal had one or more

public transactions (federal, state or local) terminated for cause or default.

Suspension and debarment information can be accessed at hitp://www.sam.gov. The Recipient

‘represents and warrants that it has or will include a term or conditions requiring compliance with

this provision in all of its contracts and subcontracts under this Agreement. The Recipient
acknowledges that failing to disclose the information as required at 2 CFR 180.335 may result in
the termination, delay or negation of this Agreement, or pursuance of legal remedies, including
suspension and debarment.

Anti-Lobbying Provisions (40 CFR Part 34) & Anti-Litigation Provisions (2 CFR 220, 225, or 230).
The Recipient shall ensure that no funds under this Agreement are used to engage in lobbying of
the federal government or in litigation against the United States unless authorized under existing
law. The Recipient shall abide by 2 CFR 225 (OMB Circular A-87) (or, if not applicable, other
parailel requirements), which prohibits the use of federal grant funds for litigation against the
United States or for lobbying or other political activities. The Recipient agrees to comply with 40
CFR Part 24, New Restrictions on Lobbying. The Recipient agrees to submit certification and
disclosure forms in accordance with these provisions. In accordance with the Byrd Anti-Lobbying
Amendment, any Recipient who makes a prohibited expenditure under 40 CFR Part 34 or fails to
file the required certification or lobbying forms shall be subject to a civil penalty of not less than
$10,000 and not more than $100,000 for each such expenditure. The Recipient shall abide by its
respective 2 CFR 200, 225, or 230, which prohibits the use of federal grant funds for litigation -
against the United States or for lobbying or other political activities. .

Disadvantaged Businesé Enterprises. 40 CFR Part 33. The Recipient agrees to comply with the
requirements of USEPA’s Program for Utilization of Small, Minority and Women’s Business

E-2
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EXHIBIT E — FEDERAL CONDITIONS & CROSS-CUTTERS
Enterprises. The DBE rule can be accessed at www.epa.gov/osbp . The Recipient shall comply

with, and agrees to require its prime contractors to comply with 40 CFR Section 33.301, and
retain all records documenting compliance with the six good faith efforts.

11. The Recipient agreesvto comply with the Davis-Bacon provisions attached as Exhibit G.

- The Recipient agrees o comply with the following federal laws, as applicable to recipients of CWSRF
funding:

Environmental Authorities

1. Archeological and Historical Preservation Act of 1974, Pub. L. 86-523, as amended, Pub. L. 93-
291 16 USC § 469a-1.
2. Clean Air Act, Pub. L. 84-159, as amended.
3. Coastal Barrier Resources Act, Pub. L. 97-348, 96 Stat. 1653; 16 USC § 3501 et seq.
4. Coastal Zone Management Act, Pub. L. 92-583, as amended; 16 USC § 1451 et seq.
5. Endangered Species Act, Pub. L. 93-205, as amended; 16 USC § 1531 et seq..
6. Environmental Justice, Executive Order 12898.
'7. Floodplain Management, Executive Order, 11988 as amended by Executive Order 12148.
8. Protection of Wetlands, Executive Order 11990, as amended by Executive Order No. 12608.
9. Farmiand Protection Policy Act, Pub. L. 97-98; >7 USC § 4201 et seq.

10. Fish and Wildlife Coordination Act, Pub. L. 85-624, as amended.

11. ° National Historic Preservation Act of 1966, Pub. L. 89-665, as amended, 80 Stat. 917 (1966) 16
USC § 470 et seq.

12, Safe Drinking Water Act, Pub. L. 93-523, as amended; 42 USC § 300f et seq.
13. Wild and Scenic Rivers Act, Pub. L. 90-542, as amended, 82 Stat. 913; 16 USC § 1271 et sed.
14. Essential Fish Habitat Consultation. Pub. L. 94-265, as amended, 16 USC § 1801 et séqg.

15. Recycled Materials. Executive Order 13101; Section 6002 Resource Conservation and Recovery
Act — 42 USC § 6962.

Economic and Miscellaneous Authorities

1. Demonstration Cities and Metropolitan Development Act of 1966 Pub. L. 89-754, as amended,
Executive Order 12372/ 42 USC § 3331 et seq.

2. Procurement Prohibitions under Section 306 of the Clean Air Act and Section 508 of the Clean
Water Act, including Executive Order 11738, Administration of the Clean Air Act and the Federal
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EXHIBIT E — FEDERAL CONDITIONS & CROSS-CUTTERS

Water Pollution Control Act with Respect to Federal Contracts, Grants, or Loans; 42 USC § 7608;
33 USC § 1368; 40 CFR Part 31.

Uniform Relocation and Real Property Acquisition Policies Act, Pub. L. 91-646, as amended; 42
USC §§4601-4655

Preservation of Open Competition and Government Neutrality Towards Government Contractors’
Labor Relations on Federal and Federally Funded Construction Projects, EO 13202, as amended
by EO 13208.

Hotel and Motel Fire Safety Act of 1990 (PL 101-391, as amended). All conference, meeting,
convention, or training funded in whole or in part with federal funds shall comply with the
protection and control guidelines of this act. Recipients may search

http://www.usfa.dhs.gov/applications/hotel/.

Records and financial reporting requirements. 40 CFR Part 31.

Copyright requirements. 40 CFR Part 31.

Social Policy Authorities

1.

2

Age Discrimination Act of 1975, Pub. L. 94-135; 42 USC § 6102.

Race Discrimination. Title VI of the Civil Rights Act of 1964, Pub. L. 88-352.1; 42 USC § 2000d

40 CFR Part 7.

Sex Discrimination. Section 13 of the Federal Water Pollution Control Act Amendments of 1972, -
Pub. L. 92-500 (the Clean Water Act); 33 USC § 1251; 40 CFR Part 7.

Disability Discrimination. Section 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including

'Executive Orders 11914 and 11250); 29 USC § 794; 40 CFR Part 7.

Equal Employment Opportunity, Executive Order 11246,

Section 129 of thé Small Business Administration Reauthorization and Amendment Act of 1988,
Pub. L. 100-590.

E-4
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Name of Recipient
Agreement No.: XX-XXX-550
Project No.: C-06-XXXX-XXX

EXHIBIT F — SCHEDULE OF MATERIAL OBLIGATIONS

Except for the following and the Obligation evidenced by this Agreement, the Recipient certifies that it has
* no outstanding Material Obligations and that it is in compliance with all applicable additional debt
provisions of the following: ’ ‘

The following outstanding debt is senior to the Obligaﬁon:

Title Interest Total Amount Amount Remaining ~ End Date
Rate .

[none???]

The following outstanding debt is on parity with the Obligation:

Title Interest Total Amount Amount Remaining | - End Date
Rate

Wastewater Revenues $47,050,000

Bonds, 2010 Series A

Wastewater Revenue $192,515,000

Bonds, 2010 Series B

Wastewater Revenue $193,400,000

Bonds, 2013 Series A .

Wastewater Revenue $331,585,000

Bonds, 2013 Series B
CWSRF C-06-4025-250

CWSRF C-06-4025-260
CWSRF C-06-4025-420
CWSRF C-06-4025-450
CWSRF C-06-4025-460
CWSRF C-06-4000-180

The following outstanding debt is subordinate to the Obligation:

Title Interest Total Amount Amount Remaining End Date
Rate ‘

[none???]
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EXHIBIT G — DAVIS BACON REQUIREMENTS

The ReCIplent shall have the primary responsibility to maintain payroll records as described in Sectlon
3(ii)(A), below and for compliance as described in Section 5.

Requirements Under The Consolidated Appropriations Act, 2014 (P.L. 113-76)
For Recipients That Are Governmental Entities:

If a Recipient has questions regarding when DB applies, obtaining the correct DB wage determinations,
DB provisions, or compliance monitoring, it may contact the State Water Board.

The Recipient may also obtain additional guidance from DOL’s web site at hﬁp://www.dol.gov/whd/
1. Applicability of the Davis- Bacon (DB) prevailing wage requirements.

Under the FY 2014 Consolidated Appropriation Act, DB prevailing wage requirements apply to the
construction, alteration, and repair of treatment works carried out in whole or in part with
assistance made available by a State water pollution control revolving fund and to any construction
project carried out in whole or in part by assistance made available by a drinking water treatment
revolving loan fund. If the Recipient encounters a unique situation at a site that presents
uncertainties regarding DB applicability, the Recipient must discuss the situation with the

State Water Board State before authorizing work on that site.

2. Obtaining Wage Determinations.

(a)'Recipients shall obtain the wage determination for the locality in which a covered activity subject

to DB will take place prior to issuing requests for bids, proposals, quotes or other methods for soliciting
contracts (solicitation) for activities subject to DB. These wage determinations shall be incorporated
into solicitations and any subsequent contracts. Prime contracts must contain a provision requiring that
subcontractors follow the wage determination incorporated into the prime contract.

(i) While the solicitation remains open, the Recipient shall monitor www.wdol.gov weekly to
ensure that the wage determination contained in the solicitation remains current. The

Recipients shall amend the solicitation if DOL issues a modification more than 10 days

prior to the closing date (i.e. bid opening) for the solicitation. If DOL modifies or supersedes

the applicable wage determination less than 10 days prior to the closing date, the

Recipients may request a finding from the State State Water Board that there is not a reasonable
time to notify interested contractors of the modification of the wage determination. The

State Water Board will provide a report of its findings to the Recipient.

(ii) If the Recipient does not award the contract within 90 days of the closure of the
solicitation, any modifications or supersedes DOL makes to the wage determination
contained in the solicitation shall be effective unless the State Water Board, at the request of
the Recipient, obtains an extension of the 90 day period from DOL pursuant to 29 CFR
1.6(c)(3)(iv). The Recipient shall monitor www.wdol.gov on a weekly basis if it does not
award the contract within 90 days of closure of the solicitation to ensure that wage
determinations contained in the solicitation remain current.

(b) If the Recipient carries out activity subject to DB by issuing a task order, work assignment or similar
instrument to an existing contractor (ordering instrument) rather than by publishing a solicitation, the
Recipient shall insert the appropriate DOL wage determination from www.wdol. gov into the ordering
instrument.

(c) Recnplents shall review all subcontracts subject to DB entered into by prime contractors to verify
that the prime contractor has required its subcontractors to include the applicable wage
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Name of Recipient
Agreement No.: XX-XXX-550
Project No.: C-06-XXXX-XXX

EXHIBIT G — DAVIS BACON REQUIREMENTS

determinations.

(d) As provided in 29 CFR 1.6(f), DOL may issue a revised wage determination applicable to a
Recipient’s coniract after the award of a contract or the issuance of an ordering instrument if DOL
determines that the Recipient has failed to incorporate a wage determination or has used a wage
determination that clearly does not apply to the contract or ordering instrument. If this occurs, the
Recipient shall either terminate the contract or ordering instrument and issue a revised solicitation or
ordering instrument or incorporate DOL’s wage determination retroactive to the beginning of the
contract or ordering instrument by change order. The Recipient’s contractor must be compensated
for any increases in wages resulting from the use of DOL's revised wage determination.

3. Contract and Subcontract provisions.

(a) The Recipient shall insure that the Recipient(s) shall insert in full in any contract in excess of
$2,000 which is entered into for the actual construction, alteration and/or repair, including painting and
decorating, of a treatment work under the CWSRF or a construction project under the DWSRF financed

-in whole or in part from Federal funds or in accordance with guarantées of a Federal agency or financed
from funds obtained by pledge of any contract of a Federal agency to make a loan, grant or annual
contribution (except where a different meaning is expressly indicated), and which is subject to the labor
standards provisions of any of the acts listed in § 5.1 or the FY 2014 -Consolidated Appropnatlons Act,
the following clauses:

4] Minimum wages.

M All laborers and mechanics employed or working upon the site of the work will be paid
unconditionally and not less often than once a week, and without subsequent deduction or rebate on
any account (except such payroll deductions as are permitied by regulations issued by the Secretary of
Labor under the Copeland Act (29 CFR part 3)), the full amount of wages and bona fide fringe benefits
(or cash equivalents thereof) due at time of payment computed at rates not iess than those contained in
the wage determination of the Secretary of Labor which is attached hereto and made a part hereof,
regardless of any contractual relationship which may be alleged to exist between the contractor and
such laborers and mechanics.

Contributions made or costs reasonably anticipated for bona fide fringe benefits under section 1(b)(2) of
the Davis-Bacon Act on behalf of laborers or mechanics are considered wages paid to such laborers or
mechanics, subject to the provisions of paragraph (a)(1)(iv) of this section; also, regular contributions
made or costs incurred for more than a weekly period (but not less often than quarterly) under plans,
funds, or programs which cover the particular weekly period, are deemed to be constructively made or
incurred during such weekly period. Such laborers and mechanics shall be paid the appropriate wage
rate and fringe benefits on the wage determination for the classification of work actually performed,
without regard to skill, except as provided in § 5.5(a)(4). Laborers or mechanics performing work in
more than one classification may be compensated at the rate specified for each classification for the
time actually worked therein: Provided that the employer's payroll records accurately set forth the time
spent in each classification in which work is performed. The wage determination (including any
additional classification and wage rates conformed under paragraph (a)(1)(ii) of this section) and the
Davis-Bacon poster (WH-1321) shall be posted at all times by the coniractor and its subcontractors at
the site of the work in a prominent and accessible place where it can be easily seen by the workers.
Recipients may obtain wage determinations from the U.S. Department of Labor’s web site,
www.dol.gov.

(i)(A) The Recipient(s), on behalf of EPA, shall require that any class of laborers or mechanics,
including helpers, which is not listed in the wage determination and which is to be employed under the
contract shall be classified in conformance with the wage determination. The State award official shall
approve a request for an additional classification and wage rate and fringe benefits therefore only when
the following criteria have been met:
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§)] The work to be performed by the classification requested is not performed by a classification in '
the wage determindtion; and

(2) The classification is utilized in the area by the construction industry;- and

3 The proposed wage rate, including any bona fide fringe benefits, bears a reasonable relatxonshlp

to the wage rates contained in the wage determination.

(B) If the contractor and the laborers and mechanics to be employed in the classification (if known),
or their representatives, and the Recipient(s) agree on the classification and wage rate (including the
amount designated for fringe benefits where appropriate), documentation of the action taken and the
request, including the local wage determination shall be sent by the Recipient (s) to the State award
official. The State award official will transmit the request, to the Administrator of the Wage and Hour
Division, Employment Standards Administration, U.S. Department of Labor, Washington, DC 20210 and
to the EPA DB Regional Coordinator concurrently. The Administrator, or an authorized representative,
will approve, modify, or disapprove every additional classification request within 30 days of receipt and
so advise the State award official or will notify the State award official within the 30-day perlod that
additional time is necessary. .

© In the event the contractor, the laborers or mechanics to be employed in the classification or their
representatives, and the Recipient(s) do not agree on the proposed classification and wage rate
-(including the amount designated for fringe benefits, where appropriate), the award official shall refer

the request and the local wage determination, including the views of all interested parties and the
recommendation of the State award official, to the Administrator for determination. The request shall

be sent to the EPA DB Regional Coordinator concurrently. The Administrator, or an authorized
representative, will issue a determination within 30 days of receipt.of the request and so advise the
contracting officer or will notify the contracting officer within the 30-day period that additional time is
necessary. :

(B) = The wage rate (including fringe benefits where appropriate) determined pursuant to paragraphs
(a)(1)(ii)(B) or (C) of this section, shall be paid to all workers performing work in the classification under
this contract from the first day on which work is performed in the classification.

(iii) Whenever the minimum wage rate prescribed in the contract for a class of laborers or mechanics
includes a fringe benefit which is not expressed as an hourly rate, the contractor shall either pay the
benefit as stated in the wage determination or shall pay another bona fide fringe benefit or an hourly

cash equivalent thereof.

(iv) If the- contractor does not make payments to a trustee or other third person, the contractor may
consider as part of the wages of any laborer or mechanic the amount of any costs reasonably
anticipated in providing bona fide fringe benefits under a plan or program, Provided, That the Secretary .
of Labor has found, upon the written request of the contractor, that the applicable standards of the
Davis-Bacon Act have been met. The Secretary of Labor may require the contractor to set aside in a
separate account assets for the meeting of obligations under the plan or program.

2 Withholding. The Recipient(s), shall upon written request of the EPA Award Official or an
authorized representative of the Department of Labor, withhold or cause to be withheld from the
contractor under this contract or any other Federal contract with the same prime contractor, or any

other federally-assisted contract subject to Davis-Bacon prevailing wage requirements, which is held by
the same prime contractor, so much of the accrued payments or advances as may be considered
necessary to pay laborers and mechanics, including apprentices, trainees, and helpers, employed by the
- contractor or any subcontractor the full amount of wages required by the contract. In the event of
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failure to pay any laborer or mechanic, including any ‘apprentice, trainee, or helper, employed or
working on the site of the work, all or part of the wages required by the contract, the (Agency) may,
after written notice to the contractor, sponsor, applicant, or owner, take such action as may be
necessary to cause the suspension of any further payment, advance, or guarantee of funds until such
violations have ceased.

(3)  Payrolls and basic records.
0] Payrolls and basic records relating thereto éhall be maintained by the contractor during the
course of

the work and preserved for a period of three years thereafter for all laborers and mechanics working at
the site of the work. Such records shall contain the name, address, and social security number of each
such worker, his or her correct classification, hourly rates of wages paid (including rates of contributions
or costs anticipated for bona fide fringe benefits or cash equivalenis thereof of the types described in
section 1(b)(2)(B) of the Davis-Bacon Act), daily and weekly number of hours worked, deductions made
and actual wages paid. Whenever the Secretary of Labor has found under 29 CFR 5.5(a)(1)(iv) that the
wages of any laborer or mechanic include the amount of any costs reasonably anticipated in providing
benefits under a plan or program described in section 1(b)(2)(B) of the Davis-Bacon Act, the contractor
shall maintain records which show that the commitment to provide such benefits is enforceable, that
the plan or program is financially responsible, and that the plan or program has been communicated in
writing to the laborers or mechanics affected, and records which show the costs anticipated or the '
actual cost incurred in providing such benefits. Contractors employing apprentices or trainees under
approved programs shall maintain written evidence of the registration of apprenticeship programs and
certification of trainee programs, the registration of the apprentices and trainees, and the ratios and
wage rates prescribed in the applicable programs.

(i(A)  The contractor shall submit weekly, for each week in which any contract work is performed, a
copy of all payrolls o the Recipient, that is, the entity that receives the sub-grant or loan from the
State capitalization grant recipient. Such documentation shall be available on request of the State
recipient or EPA. As to each payroll copy received, the Recipient shall provide written confirmation in
a form satisfactory to the State indicating whether or not the project is in compliance with the
requirements of 29 CFR 5.5(a)(1) based on the most recent payroll copies for the specified week. The
payrolls shall set out accurately and completely all of the information required to be maintained under
29 CFR 5.5(a)(3)(i), except that full social security numbers and home addresses shall not be included on
the weekly payrolis. Instead the payrolls shall only need to include an individually identifying number
for each employee (e.g., the last four digits of the employee's social security number). The required
weekly payroll information may be submitted in any form desired. Optional Form WH-347 is available
for this purpose from the Wage and Hour Division Web site at
hitp://www.dol.gov/whd/forms/wh347instr.ntm or its successor site. The prime contractor is
responsible for the submission of copies of payrolls by all subcontractors. Contractors and
subcontractors shall maintain the full social security number and current address of each covered
worker, and shall provide them upon request to the Recipient(s) for transmission to the State or EPA
if requested by EPA , the State, the contractor, or the Wage and Hour Division of the Department of
Labor for purposes of an investigation or audit of compliance with prevailing wage requirements. It is
not a violation of this section for a prime contractor to require a subcontractor to provide addresses and
social security numbers to the prime contractor for its own records, without weekly submission to the
Recipient(s). : '

(B) Each payroll submitted shall be accompanied by a “Statement of Compliance,” signed by the

contractor or subcontractor or his or her agent who pays or supervises the payment of the persons
employed under the contract and shall certify the following:
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4] That the payroll for the payroll period contains the information required to be provided under §
5.5 (a)(3)(ii) of Regulations, 29 CFR part 5, the appropriate information is being maintained under § 5.5
(a)(3)(i) of Regulations, 29 CFR part 5, and that such information is correct and complete;

2) That each laborer or mechanic (including each helper, apprentice, and trainee) employed on the
contract during the payroll period has been paid the full weekly wages earned, without rebate, either
directly or indirectly, and that no deductions have been made either directly or indirectly from the full
wages earned, other than permissible deductions as set forth in Regulations, 29 CFR part 3;

(3)  That each laborer or mechanic has been paid not less than the applicable wage rates and fringe
benefits or cash equivalents for the classification of work performed, as specn‘led in the applicable wage
determination incorporated into the contract.

(C) The weekly submission of a properly executed certification set forth on the reverse side of
Optional

Form WH-347 shall satisfy the requirement for submission of the “Statement of Compliance” required
by paragraph (a)(3)(ii)(B) of this section.

(D) The falsification of any of the above certifications may subject the .contractor or subcontractor to
civil or criminal prosecution under section 1001 of title 18 and section 231 of title 31 of the United
States Code.

(iii) The contractor or subcontractor shall make the records required under paragraph (a)(3)(i) of this
section available for inspection, copying, or franscription by authorized representatives of the State, EPA
or the Department of Labor, and shall permit such representatives to interview employees during
working hours on the job. If the contractor or subcontractor fails to submit the required records or to
make them available, the Federal agency or State may, after written notice to the contractor, sponsor,
applicant, or owner, take such action as may be necessary to cause the suspension of any further
payment, advance, or guarantee of funds. Furthermore, failure to submit the required records upon
request or to make such records available may be grounds for debarment action pursuant to 29 CFR
5.12.

(4)  Apprentices and trainees--

i) Apprentices. Apprentices will be permitted to work at less than the predetermined rate for the
work they performed when they are employed pursuant to and individually registered in a bona fide
apprenticeship program registered with the U.S. Department of Labor, Employment and Training
Administration, Office of Apprenticeship Training, Employer and Labor Services, or with a State
Apprenticeship Agency recognized by the Office, or if a person is employed in his or her first 90 days of
probationary employment as an apprentice in such an apprenticeship program, who is not individually
registered in the program, but who has been certified by the Office of Apprenticeship Training, Employer
and Labor Services or a State Apprenticeship Agency (where approptiate) to be eligible for probationary -
employment as an apprentice. The allowable ratio of apprentices to journeymen on the job site in any
craft classification shall not be greater than the ratio permitted to the contractor as to the entire work
force under the registered program. Any worker listed on a payroll at an apprentice wage rate, who is
not registered or otherwise employed as stated above, shall be paid not less than the applicable wage
rate on the wage determination for the classification of work actually performed. In addition, any
apprentice performing work on the job site in excess of the ratio permitted under the registered

program shall be paid not less than the applicable wage rate on the wage determination for the work
actually performed. Where a contractor is performing construction on a project in a locality other than
that in which its program is registered, the ratios and wage rates (expressed in percentages of the
journeyman's hourly rate) specified in the contractor's or subcontractor's registered program shall be
observed. Every apprentice must be paid at not less than the rate specified in the registered program for

G-5
3 7 6 ) SF2014 16x14



Name of Recipient
Agreement No.: XX-XXX-550
Project No.: G-06-XXXX-XXX

EXHIBIT G — DAVIS BACON REQUIREMENTS

the apprentice's level of progress; expressed as a percentage of the journeymen hourly rate specified in
the applicable wage determination. Apprentices shall be paid fringe benefits in accordance with the
provisions of the apprenticeship program. If the apprenticeship program does not specify fringe
benefits, apprentices must be paid the full amount of fringe benefits listed on the wage determination
for the applicable classification. If the Administrator determines that a different practice prevails for the
applicable apprentice classification, fringes shall be paid in accordance with that determination. In the
event the Office of Apprenticeship Training, Employer and Labor Services, or a State Apprenticeship
Agency recognized by the Office, withdraws approval of an apprenticeship program, the contractor will
no longer be permitted to utilize apprentices at less than the applicable predetermined rate for the
‘work performed until an acceptable program is approved.

(i) Trainees. Except as provided in 29 CFR 5.16, trainees will not be permitted to work at less than
the predetermined rate for the work performed unless they are employed pursuant to and individually
registered in a program which has received prior approval, evidenced by formal certification by the U.S.
Department of Labor, Employment and Training Administration. The rafio of trainees to journeymen on
the job site shall not be greater than permitted under the plan approved by the Employment and
Training Administration. Every trainee must be paid at not less than the rate specified in the approved
program for the trainee’s level of progress, expressed as a percentage of the journeyman hourly rate
specified in the applicable wage determination. Trainees shall be paid fringe benefits in accordance with
thé provisions of the trainee program. If the trainee program does not mention fringe benefits, trainees
shall be paid the full amount of fringe benefits listed on the wage determination unless the
Administrator of the Wage and Hour Division determines that there is an apprenticeship program
associated with the corresponding journeyman wage rate on the wage determination which provides for
less than full fringe benefits for apprentices. Any employee listed on the payroll at a trainee rate who is
not registered and participating in a training plan approved by the Employment and Training
Administration shall be paid not less than the applicable wage rate on the wage determination for the
classification of work actually performed. In addition, any trainee performing work on the job site in
excess of the ratio permitted under the registered program shall be paid not less than the applicable
wage rate on the wage determination for the work actually performed. In the event the Employment

and Training Administration withdraws approval of a training program, the contractor will no longer be
permitted to utilize trainees at less than the appllcable predetermined rate for the work performed until
an acceptable program is approved.

(i) Equal employment opportunity. The utilization of apprentices, trainees and journeymen under
this part shall be in conformity with the equal employment opportunity requwements of Executive Order
11246, as amended and 29 CFR part 30.

(5) Compliance with Copeland Act requirements. The contractor shall comply with the requirements
of 29 CFR part 3, Wthh are incorporated by reference in this contract.

(6) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses
contained in 29 CFR 5.5(a)(1) through (10) and such other clauses as the EPA determines may by
appropriate, and also a clause requiring the subcontractors to include these clauses in any lower tier
subcontracts. The prime contractor shall be responsible for the compliance by any subcontractor or lower
tier subcontractor with all the contract clauses in 29 CFR 5.5.

) Contract termination; debarment. A breach of the contract clauses in 29 CFR 5.5 may be
grounds for termination of the contract, and for debarment as a contractor and a subcontractor as
provided in 29 CFR 5.12.

(8) Compliance with Davis-Bacon and Related Act requirements. All rulings and interpretations of
the Davis-Bacon and Related Acts contained in 29 CFR parts 1, 3, and 5 are herein incorporated by
reference in this contract.
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9 Disputes concerning labor standards. Disputes arising out of the labor standards provisions of
this contract shall not be subject to the general disputes clause of this contract. Such disputes shall be
" resolved in accordance with the procedures of the Department of Labor set forth in 29 CFR parts 5, 6,
and 7. Disputes within the meaning of this clause include disputes between the contractor (or any of its
subcontractors) and Recipient(s), State, EPA, the U.S. Department of Labor, or the employees or

their representa’uves

(10) Cettification of eligibility.

(i) By entering into this contract, the contractor certifies that neither it (nor he or she) nor any person
or firm who has an interest in the contractor's firm is a person or firm ineligible to be awarded Government
contracts by virtue of section 3(a) of the Davis-Bacon Act or 29 CFR 5.12(a)(1).

(ii) No part of this contract shall be subcontracted to any person or firm ineligible for award of a
Government contract by virtue of section 3(a) of the Davis-Bacon Act or 29 CFR 5.12(a)(1).

(i) The penalty for making false statements is prescribed in the U.S. Criminal Code, 18 U.S.C. 1001.
4. Contract Provision for Contracts in Excess of $100,000.

(@) Contract Work Hours and Safety Standards Act. The Recipient shall insert the foliowing clauses
set forth in paragraphs (a)(1), (2), (3), and (4) of this section in full in any contract in an amount in excess
of $100,000 and subject to the overtime provisions of the Contract Work Hours and Safety Standards
Act. These clauses shall be inserted in addition to the clauses required by ltem 3, above or 29 CFR 4.6.
As used in this paragraph, the terms laborers and mechanics include watchmen and guards.

(1) Overtime requirements. No contractor or subcontractor contracting for any part of the contract
work which may require or involve the employment of laborers or mechanics shall require or permit any
such laborer or mechanic in any workweek in which he or she is employed on such work to work.in .
excess of forty hours in such workweek unless such laborer or mechanic receives compensation at a rate
not less than one and one-half times the basic rate of pay for all hours worked in excess of forty hours in
such workweek.

2 Violation; liability for unpaid wages; liquidated damages. In the event of any violation of the

clause set forth in paragraph (a)(1) of this section the contractor and any subcontractor responsible
therefore shall be liable for the unpaid wages. In addition, such contractor and subcontractor shall be

liable to the United States (in the case of work done under contract for the District of Columbia or a
territory, to such District or to such territory), for liquidated damages. Such liguidated damages shall be
computed with respect to each individual laborer or mechanic, including watchmen and guards, employed
in violation of the clause set forth in paragraph (a)(1) of this section, in the sum of $10 for each calendar
day on which such individual was required or permitted to work in excess of the standard workweek of
forty hours without payment of the overtime wages reqwred by the clause set forth in paragraph (a)(1) of
this section. .

3) Withholding for unpaid wages and liquidated damages. The Recipient, upon written request of
the EPA Award Official or an authorized representative of the Department of Labor, shall withhold or
cause to be withheld, from any moneys payable on account of work performed by the contractor or
subcontractor under any such contract or any other Federal contract with the same prime contractor, or
any other federally-assisted contract subject to the Contract Wark Hours and Safety Standards Act,
which is held by the same prime contractor, such sums as may be determined to be necessary to satisfy
any liabilities of such contractor or subcontractor for unpaid wages and liquidated damages as provided
in the clause set forth in paragraph (b)(2) of this section. '
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4) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses set
forth in paragraph (a)(1) through (4) of this section and also a clause requiring the subcontractors to
include these clauses in any lower tier subcontracts. The prime contractor shall be responsibie for
compliance by any subcontractor or lower tier subcontractor with the clauses set forth in paragraphs
(a)(1) through (4) of this section.

(b) [n addition 1o the clauses contained in ltem 3, above, in any contract subject oniy to the
Contract Work Hours and Safety Standards Act and not to any of the other statutes cited in 29 CFR 5.1,
the Recipient shall insett a clause requiring that the contractor or subcontractor shall maintain payrolls
and basic payroll records during the course of the work and shall preserve them for a period of three
years from the completion of the contract for all laborers and mechanics, including guards and
watchmen, working on the contract. Such records shall contain the name and address of each such
employee, social security number, correct classifications, hourly rates of wages paid, daily and weekly
number of hours worked, deductions made, and actual wages paid. Further, the Recipient shall insert

in any such contract a clause providing hat the records to be maintained under this paragraph shall be
made available by the contractor or subcontractor for inspection, copying, or transcription by authorized
representatives of the USEPA, the Department of Labor, and the State Water Board, and the contractor
or subcontractor will permit such representatives to interview employees during working hours on the job.

5. Compiliance Verification

(a) The Recipient shall periodically interview a sufficient number of employees entitled to DB
prevailing wages (covered employees) to verify that contractors or subcontractors are paying the
appropriate wage rates. As provided in 29 CFR 5.6(a)(6), all interviews must be conducted in
confidence. The Recipient must use Standard Form 1445 (SF 1445) or equivalent documentation to
memorialize the interviews. Copies of the SF 1445 are available from EPA on request.

(b) The Recipient shall establish and follow an interview schedule based on its assessment of the risks
of noncompliance with DB posed by contractors or subcontractors and the duration of the contract or
subcontract. Recipients must conduct more frequent interviews if the initial interviews or other
information indicated that there is a risk that the contractor or subcontractor is not complying with DB.
Recipients shall immediately conduct interviews in response to an alleged violation of the prevallmg
wage requirements. All interviews shall be conducted in confidence. "

(c) The Recipient shall periodically conduct spot checks of a representative sample of weekly payroll
data to verify that contractors or subcontractors are paying the appropriate wage rates. The
Recipient shall establish and follow a spot check schedule based on its assessment of the risks of
noncompliance with DB posed by contractors or subcontractors and the duration of the contract or
subcontract. At a minimum, if practicable, the Recipient should spot check payroli data within two
weeks of each contractor or subcontractor's submission of its initial payroll data and two weeks ptior to
the completion date the contract or subcontract . Recipients must conduct more frequent spot
checks if the initial spot check or other information indicates that there is a risk that the contractor or
subcontractor is not complying with DB. In addition, during the examinations the Recipient shall
verify evidence of fringe benefit plans and payments there under by contractors and subcontractors
who claim credit for fringe benefit contributions.

(d) The Recipient shall periodically review contractors and subcontractors use of apprentices and
trainees to verify registration and certification with respect io apprenticeship and training programs
approved by either the U.S Department of Labor or a state, as appropriate, and that contractors and
subcontractors are not using disproportionate numbers of, laborers, trainees and apprentices. These
reviews shall be conducted in accordance with the schedules for spot checks and interviews described in
ltem 5(b) and (c) above.
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(e) Recipients must immediately report potential violations of the DB prevailing wage requirements

to the EPA DB contact listed above and to the appropriate DOL Wage and Hour District Office listed at
http://www.dol.gov/contacts/whd/america2.htm. ‘
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INDENTURE

by and between, the

PUBLIC UTILITIES COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO-

and

U.S. BANK, N.A,, as Trustee
RELATING TO:

| $396,270,000
: PUBLIC UTILITIES COMMISSION
OF THE CITY AND COUNTY OF SAN FRANCISCO
CLEAN WATER REVENUE BONDS
2003 REFUNDING SERIES A

Dated as of January 1, 2003
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INDENTURE

This INDENTURE, dated as of January 1, 2003 (this "Indenture"), is by and between the
PUBLIC UTILITIES COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO (the
"Commission"), a commissjon duly constituted under the Charter (the "Charter”) of the City and
County of San Francisco (the "City"), and U.S. BANK, N.A., a national banking association duly
organized and existing under and by virtue of the laws of the United States of America, as
trustee (the "Trustee").

WITNESSETH:

WHEREAS, the Board of Supervisors (the "Board of Supervisors") of the City and
County of San Francisco (the "City") had the authority, pursuant to Section 7.300 of the previous
Charter of the City, to issue revenue bonds, subject to certain limitations, for the purpose of
acquiring, constructing, improving, financing and refinancing the municipal sanitary waste and
storm water collection, treatment and disposal system of the City (the "Enterprise”);

WHEREAS, the Board, on July 17, 1988, duly adopted its Resolution No. 542-88,
providing for the issuance of $100,000,000 principal amount of City and County of San
Francisco General Purpose Sewer Revenue Bonds, Series 1988A (the "Series 1988A Bonds"); on
August 29, 1988, duly. adopted its Resolution No. 677-88, providing for the issuance of
$45,000,000 principal amount of City and County of San Francisco General Purpose Sewer
Revenue Bonds, Series 1988B (the "Series 1988B Bonds"); and on July 15, 1991, duly adopted its
Resolution No. 605-91, providing for the issuance of not to exceed $170,000,000 principal
amount of City and County of San Francisco General Purpose Sewer Revenue Bonds,
Series 1991 (the "Series 1991 Bonds"); .

WHEREAS, the Board, on August 3, 1992, duly adopted its amended and restated
Resolution No. 656-92 which, supplemented, amended and restated Resolution No. 542-88,
Resolution No. 677-88 and Resolution No. 605-91 of the Board and which provided generally for
the issuance of City and County of San Francisco General Purpose Sewer Revenue Bonds and,
. in particular, of not to exceed $385,000,000 aggregate principal amount of City and County of
San Francisco Sewer Revenue Refunding Bonds, Series 1992 (the "Series 1992 Bonds"); on
January 24, 1994, duly adopted its Resolution No. 58-94, providing for the issuance of not to
exceed $190,000,000 aggregate principal amount. of City and County of San Francisco Sewer
Revenue Refunding Bonds, Series 1994 (the "Series 1994 Bonds"); and on May 8, 1995, duly
adopted its Resolution No. 385-95 (Resolution No. 656-92, Resolution No. 58-94 and Resolution
No. 385-95 are herein collectively called the "Prior Resolution"), providing for the issuance of
not to exceed $62,500,000 aggregate principal amount of City and County of San Francisco
Sewer Revenue Bonds, Series 1995 (the "Series 1995 Bonds");

WHEREAS, the City has heretofore duly issued and sold $100,000,000 aggregate
principal amount of the Series 1988A Bonds, $45,000,000 aggregate principal amount of the
Series 1988B Bonds, $170,000,000 aggregate principal amount of the Series 1991 Bonds,
$331,005,000 aggregate principal amount of the Series 1992 Bonds, $174,980,000 aggregate

principal amount of Series 1994 Bonds and $55,512,147.10 aggregate principal amount of the
Series 1995 Bonds;
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"WHEREAS, the Series 1988A Bonds, the Series 1988B Bonds, the Series 1991 Bonds and the
Series 1995 Bonds were issued for the purpose of acquiring, mprovmg and financing the
Enterprise;

WHEREAS, the Series 1992 Bonds reﬁmded in full the Series 1988A Bonds and Series 1988B
Bonds and outstanding senior lien bonds of the City and discharged the resolutions pertaining
thereto; ,

WHEREAS, the Series 1994 Bonds refunded a portion of the Series 1991 Bonds, and that
portion of the Series 1991 Bonds not refunded has been retired in full prior to the date hereof;

' WHEREAS, pursuant to Section 4.112 of the Charter of the City (the "Charter"), the Pubhc
Utilities Commission of the City and County of San Francisco (the "Commission") was given
charge of the construction, management, supervision, maintenance, extension, operation, use and
control of all water and energy supplies. and utilittes of the City, and the Enterprise was
subsequently brought under the Commission's jurisdicion pursuant to Section 4.132 of the
Charter;

WHEREAS, the Commissiori has determined that the Public Utilies Commission of the
City and County of San Francisco Clean Water Revenue Bonds, 2003 Refunding Series A, in the
aggregate initial principal amount of not to exceed $396,270,000 (the "2003 Refunding Series A

~ Bonds"), should be issued pursuant to this Indenture for the purposes of (i) refunding, on a current

basis, all of the Series 1992 Bonds, (ii) refunding, on a current basis, all of the Series 1994 Bonds, (iii)
refunding and defeasing, on an advance basis, all of the Series 1995 Bonds, (iv) paying costs of
issuance, and (v) funding a Reserve Account for the 2003 Refunding Series A Bonds;

WHEREAS, the 2003 Reﬁmdmg Series A Bonds may be issued without voter approval
pursuant to Section 9.109 of the Charter in that the issuance of the 2003 Refunding Senes A
Bonds is expected to result in net debt service savings on a present value basis; and

WHEREAS, the execution and delivery of this Indenture have in all respects been duly
and validly authorized by resolutions duly passed and approved by the Commission; and

WHEREAS, all acts, conditions and things required by law to exist, to have happened
and to have been performed precedent to and in connection with the execution and the entering
into of this Indenture do exist, have happened and have been performed in regular and due
time, form and manner as required by law, and the parties hereto are now duly authorized to
execute and enter into this Indenture; .

NOW, THEREFORE, THIS INDENTURE WITNESSETH: it is expressly declared, that
all Bonds issued and secured hereunder are to be issued, authenticated and delivered, and all
said property, rights and interests, including, without limitation, the amounts hereby assigned
and pledged, are to be dealt with and disposed of, under, upon and subject to the terms,
conditions, stipulations, covenants, agreements, trusts, uses and purposes hereinafter
expressed, and the Commission has agreed and covenanted, and does hereby agree and
covenant, with the Trustee and with the respective Owners, from time to time, of the Bonds, or
any part thereof, as follows:
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ARTICLEI
DEFINITIONS; EQUAL SECURITY: CERTIFICATES AND OPINIONS

SECTION 1.01. Definitions. Unless the context otherwise requires, the terms defined in
this Section shall, for all purposes purposes of this Indenture and of any Supplemental Indenture and of
any certificate, opinion or other document herein mentioned, have the meanings herein
specified. Unless otherwise defined in this Indenture, all terms used herein shall have the
meanings assigned to such terms in the Law.

"Accreted Value" means, with respect to any Capital Appreciation Bond, the principal
amount thereof plus the interest accrued thereon from its date, compounded at the approximate
interest rate thereof on each date specified in the Supplemental Indenture pursuant to which
such Capital Appreciation Bonds are issued. The Accreted Value on any such date of
compounding shall be the amount set forth in the Accreted Value Table and, with respect to any
date other than a date on which compounding occurs, will be determined by straight-line
* interpolation (based on a year consisting of 12 30-day months), as calculated by the Trustee.

The calculation of Accreted Value by the Trustee shall be binding and conclusive as to the
Accreted Value of Capital Appreciation Bonds.

"Accreted Value Table" means, with respect to any Capital Appreciation Bonds, the
corresponding table attached as an Exhibit to a Supplemental Indenture pursuant to which
Additional Bonds constituting Capital Appreciation Bonds are issued.

"Additional Bonds" means bonds, notes or other obligations of the Commission (other
than Parity State Loans) payable from Net Revenues and ranking on a parity with the Bonds
and issued pursuant to a Supplemental Indenture in compliance W1th Sections 3.05, 3.06, 3.07
and 3.08, as apphcable

" Annual Debt Semce means the sum of principal and interest on all Outstanding Bonds
and Parity State Loans as computed for the twelve-month period ending June 30 to which
reference is made, and calculated in a manner consistent with the determination of Average
Annual Debt Service and Maximum Annual Debt Service as provided in the definitions thereof.

"Arbitrage Certificate” means the arbitrate certificate or similar tax certificate delivered
or to be delivered by the Commission at the time of issuance and delivery of a Series of Bonds,
as the same may be amended or supplemented in a accordance with its terms.

"Authorized Officer" of the Trustee means and includes the chairman of the board of
directors, the president, every vice president, every assistant vice president, the cashier, every
assistant cashier, every trust officer, and every other officer and assistant officer of the Trustee
to whom any trust matter is referred because of his or her knowledge of, and familiarity with, a
particular subject. : :

"Average Annual Debt Service” means, as of the date of calculation, total remaining Debt
Service divided by the number of twelve-month periods ending on June 30-(including any
- fractional periods) remaining until the last maturity date of any Outstanding Bond, calculated
by the Commission using the following assumphons

(@) In determining the principal amount due in each year, payment shall
(unless a different subsectmn of this definition applies for purposes of determining
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principal maturities or amortization) be assumed to be made in accordance with any
amortization schedule established for such debt, including any Minimum Sinking Fund
Account Payments or any scheduled redemption or payment of Bonds on the basis of
Accreted Value, and for such purpose, the redemption payment or ‘payment of Accreted
Value shall be deemed a principal payment and interest that is compounded and paid as
Accreted Value shall be deemed due on the scheduled redemption or Payment Date of
such Capital Appreaa’aon Bond.

(b) If any of the Outstanding Senes of Bonds constitute Balloon Indebtedness
or Balloon Indebtedness and Variable Rate Indebtedness or if Bonds then proposed to be
issued would constitute Balloon Indebtedness or Balloon Indebtedness and Variable
Rate Indebtedness, then, for purposes of determining Average Annual Debt Service,
such amounts as constitute Balloon Indebtedness shall be treated as if the principal
amount of such Bonds were to be amortized from the date of their original issuance in
substantially equal annual installments of principal and interest over a term of 25 years,
and the interest rate used for such computation shall, in the case of Variable Rate
Indebtedness, be the average rate quoted over the 10 years preceding the date of
calculation as the BMA Municipal Swap Index of Municipal Market Data or, if such
index is no longer available, the J.J. Kenny Index in each case as such term is defined in
the 1992 ISDA U.S. Municipal Counterparty definitions.

© If any Outstanding Bonds constitute Tender Indebtedness or if Bonds
then proposed to be issued would constitute Tender Indebtedness, then for purposes of
determining the amounts of principal and interest due in any Fiscal Year on such Bonds,
the options or obligations of the owners of such Bonds to tender the same for purchase
or payment prior to their stated maturity or maturities shall be treated as a principal
maturity occurring on the first date on which owners of such Bonds may or are required
to tender such Bonds except that any such option or obligation to tender Bonds shall be
ignored and not treated as a principal maturity, if (i) such Bonds are rated in one of the
two highest long-term rating categories (without reference to gradations such as "plus"
or "minus") by Moody's and by S&P, or such Bonds are rated in the highest short-term,
note or commercial paper rating categories by Moody's and by S&P, and (ii) the
obligation, if any, the Commission may have under a Letter of Credit Agreement with
respect to such Bonds, other than its obligations on such Bonds, is either subordinated to
the obligation of the Commission on the Bonds or is incurred under the conditions and
meeting the tests for the issuance of Additional Bonds set forth in this Indenture.

(d If any Outstanchrig Bonds constitute Variable Rate Indebtedness, or if

Bonds proposed to be issued will be Variable Rate Indebtedness, the average rate quoted

over the 10 years preceding the date of calculation as the BMA Municipal Swap Index of
Municipal Market Data or, if such index is no longer available, the JJ. Kenny Index, in

- each case as such term is defined in the 1992 ISDA U.S. Municipal Counterparty

definitions.

()  If Defeasance Obligations have been deposited with and are held by the
Trustee or.another fiduciary to be used to pay principal or interest on specified Bonds,
then the principal or interest to be paid from such Defeasance Obligations or from the
earnings thereon shall be disregarded and not included in calculahng Average Annual
Debt Service.

"Balloon Indebtedness means a Series of Bonds 25% or more of the principal of which

matures on the same date and is not required by the documents governing such Bonds to be
amortized by payment or redemption prior to such date. For purposes of this definition, an
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optional or mandatory tender of Bonds for purchase as described within the definition of

Tender Indebtedness shall not be treated as a maturity.

"Board of Supervisors" means the Board of Supervisors of the City from time to time or
any other governing board of the City hereafter provided for by law.

"Bond Obligation" means, as of any given date of calculation, (1) with respect to any
Outstanding Current Interest Bond, the principal amount of such Bond, and (2) with respect to
any Outstanding Capital Appreciation Bond, the Accreted Value thereof as of the most recent
date of the compounding of interest thereon precedmg such date of calculation (unless such

.date of calculation is a date on which interest thereon is compounded in which case as of such

date).

"Bondowner" or "Owner" means any person who is the registered owner of any
Outstanding Bond, or the bearer of any Outstanding Bond that has a - maturity of one year or
less and is issued in bearer form.

"Bond Reserve Fund" means the fund by that name established under Section 5.02.

"Bond Reserve Fund Policy" means a financial guaranty issued to satisfy all or a portion
of the Required Reserve for a Series of Bonds, which may be (a) a policy of insurance or surety
bond issued by a Bond Reserve Fund Policy Provider, obligations insured by which have, at the
time of the issuance of such financial guaranty, a rating by Moody's and S&P which is at least as
high as the underlying rating on the related Series of Bonds (i.e., the rating given without
regard to any municipal bond or financial guaranty insurance, letter of credit, or similar
guaranty or credit enhancement on that Series of Bonds), or (b) a Letter of Credit 1ssued by a
Qualified Bank. :

"Bond Reserve Fund Policy Provider" means a municipal bond insurance company or
other insurance company that is the issuer of a Bond Reserve Fund Policy.

"Bonds" means the Clean Water Revenue Bonds authorized by, and at any time
Outstanding under, this Indenture or any Supplemental Indenture, including any Additional
Bonds authorized by, and at any time Outstanding under, this Indenture and any Supplemental
Indenture.

"Business Day" means any day other than (a) a Saturday, Sunday or day upon which
commercial banks in San Francisco, California, or New York, New York are authorized or
required to be closed and (b) for purposes of payments and other actions relating to Bonds
secured by a Letter of Credit, a day upon which commercial banks are authorized to be closed

‘in the city in which is located the office of the Qualified Bank at which demands for payment

under the Letter of Credit are to be presented.

"Capital Appreciation Bonds" means all or any portion of a Series of Bonds designated
as Capital Appreciation Bonds and on which interest is compounded and paid either at .
maturity or on prior redemption.

. Capital Project Account” means each account by that name established within the
Capital Project Fund. ‘

"Capital Project Fund" means the fund by that name established under Section 3.04.
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"Certificate of the Commission” means an instrument in writing signed by the President
or by the General Manager or by any other officer of the Commission duly authorized by the
Commission for that purpose, and by the Secretary. Any such instrument and supporting
opinions or representations, if any, may, but need not, be combined in a single instrument with
any other instrument, opinion or representation, and the two or more so combined shall be read .
and construed as a single instrument. If and to the extent required by the provisions of Section
1.03, each Certificate of the Commission shall include the statements provided for in Section
1.03.

"Charter" means the Charter of the City as it now exists or as it may hereafter be
amended, and any new or successor Charter.

"City" means the existing political subdivision known as the City and County of San
Francisco, in the State of California, as the same is organized and existing under and by virtue
of the Constitution and laws of the State of California and the Charter, and any public body
hereafter created as a successor thereto.

"Code" means the Internal Revenue Code of 1986, as amended.

"Commission" means the Public Utilities Commission of the City, and all commissions, E
agencies or public bodies hereafter created which succeed to or take over the powers and duties
of the Commission with respect to the Enterprise.

"Consulting Engineers” means any engineer or firm of engineers retained by the
Commission having a wide and favorable reputation for skill and experience in evaluating the
construction and operation of public utilities, mcludmg public sanitary waste and storm water .
collection, treatment and disposal systems, or in other revenue producing pubhdy-OWned
enterprises, to perform the acts and carry out the duties provided for such consulting engineers
in this Indenture.

"Controller” means the Controller of the Citjr from time to time, and includes any deputy
acting for the Controller.

"Credit Provider" means a Municipal Bond Insurer that has issued an outstanding policy
of municipal bond or financial guaranty insurance or a Qualified Bank that has issued an
outstanding Letter of Credit which, in each case, secures payment of principal of, and interest
on, or tender price of, all or a portion of a Series of Bonds; provided that "Credit Provider" shall
not refer to a Bond Reserve Fund Policy Provider.

"Current Interest Bonds" means all or any portion of a Series of Bonds designated as
Current Interest Bonds and which pay interest at least semiannually to the Owners thereof
excluding the first payment of interest thereon.

"Debt Service" means the sum of all prmc1pal and interest due on all Outstanding Bonds
and Parity State Loans as of the date of calculation.

"Defeasance Obligations” means:
(@) Cash;

(b) Federal Securities;
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' {c) The interest component of Resolution Funding Corporation strips which
have been stripped by request to the Federal Reserve Bank of New York in book entry.
form; ,
(d) . Prerefunded municipal bonds rated "Aaa" by Moody’s and "AAA" by
S&P, provided that, if the issue is rated only by S&P (i.e., there is no Moody’s rating),
then the pre-refunded municipal bonds must have been pre-refunded with cash, direct
U.S. or U.S. guaranteed obligations, or AAA rated pre-refunded municipals; and

(e 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 of America (stripped securities
are only permitted if they have been stripped by the agency itself): (i) direct obligations
or fully guaranteed certificates of beneficial ownership of the U.S. Export-Import Bank;
(ii) certificates of beneficial ownership of the Farmers Home Administration; (iii)
participation certificates of the General Services Administration; (iv) Federal Financing
Bank bonds and debentures; (v) guaranteed Title XI financings of the U.S. Maritime
Administration; and (vi) project notes, local authority bonds, new communities
debentures and U.S. public housing notes and bonds of the U.S. Department of Housing
and Urban Development. .

"Enterprise" means the whole and each and every part of the municipal sanitary waste
and storm water collection, treatment and disposal system and auxiliary or-related facilities of
the Commission, including all of the presently existing system of the Commission for the
collection, treatment and disposal of sanitary waste and storm water, and all future additions,
betterments, and extensions to that system or any part thereof.

"Event of Default" means an event.of that name described in Sect'loﬁ 7.01.

"Federal Securities" means United States treasury notes, bonds, bills or certificates of
indebtedness, or obligations for which the faith and credit of the United States of America are
pledged for the payment of principal and interest (including obligations issued or held in book-
entry form and securities which represent an undivided interest in such direct obligations-and
CATs and TGRS), and also any securities now or hereafter authorized, both the principal of and
interest on which is guaranteed directly by the full faith and credit of the United States of
America. :

"Financial Newspaper or Journal" means The Wall Street Journal or The Bond Buyer, or any
other newspaper or journal publishing financial news and selected by the Trustee, whose
decision shall be final and conclusive, printed in the English language, customarily published
on each Business Day and circulated in San Francisco, California.

"Fiscal Year" means the period beginning on July 1 of each year and ending on the next
succeeding June 30, or such other fiscal year as may be adopted by the Commission for its
general accounting purposes or the then current accounting period of the City if the
Commission has no separate accounting period.

"Fitch" means Fitch, Inc., doing business as Fitch Ratings, 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 if such corporation is dissolved or liquidated or no longer performs the
functions of a securities rating agency, then the term "Fitch" shall be deemed to refer to any
other nationally recognized securities rating agency selected by the Commission.
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"General Manager" means the general manager of the Commission appointed by the
Mayor from time to time pursuant to the Charter or any other applicable provision of law, and
includes any other person acting on behalf of the General Manager.

"Indenture” means this Indenture, dated as of January 1, 2003, by and between the
Commission ard the Trustee, as originally executed or as it may from time to time be
supplemented or amended by any Supplemental Indenture delivered under the provisions
hereof.

Independent Certified Public Accountant’ means any certified public accountant or
firm of such accountants appointed and paid by the Commission, and who, or each of whom —

n

(@  is in fact independent and not under control of the City or the
Commission; ‘

(b) does not have any substantial interest, direct or indirect, with the City or
the Commission; and

(© is not connected with the City or the Commission as an officer or
employee of the City or the Commission, but who may be regularly retained to make
annual or other audits of the books of or reports to the City or the Commission.

"Information Services" means:

. (a) Financial Information, Inc.'s "Daily Called Bond Service,” 30 Montgomery
Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor;

-~ (b) Mergent/FIS, 5250 77 Center Dnve, Suite 150, Charlotte, North Carolina,
28217, Attn: Called Bond Dept.”; and

: () Kenny S&P, 55 Water Street, 45th Floor, New York, New York 10041,
Attention: Notification Department;

or, in accordance with then-current guidelines of the Securities and Exchange
Commission, such other addresses or such other services providing information with respect to
called bonds, or no such services, as the Commission may designate in a Written Request of the
Cominission delivered to the Trustee. -,

"Interest Payment Date" means those interest payment dates set forth for the 2003
Refunding Series A Bonds in Section 2.01(b), and those interest payment dates set forth for any
Additional Bonds in a Supplemental Indenture in accordance with Section 3.05(c) or Section
3.06(b), as appropriate. :

"Law" means the Charter, the San Francisco Administrative Code, and all laws of the
State of California supplemental thereto, including the Revenue Bond Law of 1941 to the extent -
made applicable by the Charter or by the San Francisco Administrative Code. Whenever
reference is made in this Indenture to the "Law," reference is made to the Law as in force on the
date of this Indenture or any Supplemental Indenture, unless the context otherwise requires.

"Legal Investments” means bonds, notes, certificates of indebtedness, bills, acceptances

or other securities in which funds of the Commission may now or hereafter be legally invested
as provided by the law in effect at the time of such investment.
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"Letter of Credit" means an irrevocable and unconditional letter of credit, a standby
purchase agreement, a line of credit or other similar credit arrangement issued by a Qualified
Bank to secure payment of Balloon Indebtedness, Variable Rate Indebtedness, Tender
Indebtedness or a Series of Bonds, or to satisfy all or a portion of the Required Reserve.

"Letter of Credit Agreement” means an agreement between the Commission and a
* Qualified Bank pursuant to which the Qualified Bank agrees to issue a Letter of Credit and

which sets forth the repayment obligation of the Commission to the Qualified Bank on account
of any advances under the Letter of Credit. :

"Letter of Representations" means the letter or letters of representation of the
Commission delivered to and accepted by The Depository Trust Company setting forth the
basis on which The Depository Trust Company serves as depository for the Bonds, as originally
executed or as it may be supplemented or revised or replaced by a letter to a substitute
depository.

"Maturity Date” means the maturity dates set forth for the 2003 Refunding Series A
Bonds in Section 2.01(b), and each maturity date set forth for any Additional Bonds in a
Supplemental Indenture in accordance with Section 3.05(c) or Section 3.06(b), as appropriate.

. "Maximum Annual Debt Service" means, as of the date of calcula’uon, the largest Annual
Debt Service in the then current or'any future Fiscal Year, calculated by the Commission using
the following assumptions:

(a) In determining the principal amount due in each year, payment shall
(unless a different subsection of this definition applies for purposes of determining
principal maturities or amortization) be assumed to be made in acecordance with any
amortization schedule established for such debt, including any Minimum Sinking Fund
Account Payments or any scheduled redemption or payment of Bonds on the basis of
Accreted Value, and for such purpose, the redemption payment or payment of Accreted
Value shall be deemed a principal payment and interest that is compounded and paid as
Accreted Value shall be deemed due on the scheduled redemption or Payment Date of
such Capital Appreciation Bond.

(b) If any of the Outstanding Series of Bonds constitute Balloon Indebtedness
or Balloon Indebtedness and Variable Rate Indebtedness or if Bonds then proposed to be
issued would constitute Balloon Indebtedness or Balloon Indebtedness and Variable
Rate Indebtedness, then, for purposes of determining Maximum Annual Debt Service,
such amounts as constitute Balloon Indebtedness shall be treated as if the principal
amount of such Bonds were to be amortized from the date of their original issuance in
substantially equal annual installments of principal and interest over a term of 25 years,
and the interest rate used for such computation shall, in the case of Variable Rate
Indebtedness, be the -average rate quoted over the 10 years preceding the date of
calculation as the BMA Municipal Swap Index of Municipal Market Data or, if such
index is no longer available, the J.J. Kenny Index in each case as such term is defined in
the 1992 ISDA U.S. Municipal Counterparty definitions.

(c) © If any Outstanding Bonds constitute Tender Indebtedness or if Bonds
then proposed to be issued would constitute Tender Indebtedness, then for purposes of
determining the amounts of principal and interest due in any Fiscal Year on such Bonds,
the options or obligations of the owners of such Bonds to tender the same for purchase
or payment prior to their stated maturity or maturities shall be treated as a principal
maturity occurring on the first date on which owners of such Bonds may or are required
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to tender such Bonds except that any such option or obligation to tender Bonds shall be
ignored and not treated as a principal maturity, if (i) such Bonds are rated in one of the
two highest long-term rating categories (without reference to gradations such as "plus”

or "minus”) by Moody's and by S&P, or such Bonds are rated in the highest short-term,
note or commiercial paper rating categories by Moody's and by S&P, and (ii) the
obligation, if any, the Commission may have under a Letter of Credit Agreement with
respect to such Bonds, other than its obligations on such Bonds, is either subordinated to
the obligation of the Commission on the Bonds or is incurred under the conditions and
meeting the’ tests for the issuance of Additional Bonds set forth in this Indenture.

(d  If any Outstanding Bonds constitute Vanable Rate Indebtedness, or if
Bonds proposed to be issued will be Variable Rate Indebtedness, the average rate quoted
over the 10 years preceding the date of calculation as the BMA Municipal Swap Index of
Municipal Market Data or, if such index is no longer available, the J.J. Kenny Index, in
each case as such term is defined in the 1992 ISDA U.S. Mumc1pa1 Counterparty
definitions.

(e) If Defeasance Obligations have been deposited with and are held by the
Trustee or another fiduciary to be used to pay principal or interest on specified Bonds,
then the principal or interest to be paid from such Defeasance Obligations or from the
earnings thereon shall be disregarded and not included in calculating Maximum Annual
Debt Service.

"Mayor" means the Mayor of the City from time to time.

"Minimum Sinking Fund Account Payments” means the aggregate amourits required by
this Indenture and any subsequent Supplemental Indenture to be deposited in Sinking Fund -
Accounts for the payment of Term Bonds. '

Moody's" means Moody's Investors Service, Inc., a corporation duly organized and
existmg under and by virtue of the laws of the State of Delaware, and its successors and assigns,
except that if such corporation is dissolved or liquidated or no longer performs the functions of
a securities rating agency, then the term "Moody's" shall be deemed to refer to any other
nationally recognized securities rating agency selected by the Commission.

"Municipal Bond Insurer” means any insurance company or companies which is or are

* designated as such in this Indenture or a Supplemental Indenture, and which has or have

issued a policy of municipal bond insurance or a financial guaranty insurance policy insuring
payment of the principal of and interest on any of the Bonds of any Series of Bonds.

"Net Reveriues” means all of the Revenues less all Operation and Maintenance Costs of
the Enterprise, and less moneys to be paid to the State of California pursuant to any Senior State
Loans.

+

"Operation and Maintenance Costs of the Enterprise" means the reasonable and
necessary costs of operating and maintaining the Enterprise, calculated on generally accepted

accounting principles, including (among other things) salaries and wages, fees for services, costs
of materials, supplies and fuel, reasonable expenses of management, legal fees, accounting fees,
repairs and other expenses necessary to maintain and preserve the Enterprise in good repair

.and working order, and reasonable amounts for administration, overhead, insurance, taxes (if

any), and the payment of pension charges and proportionate payments to such compensation
and other insurance or outside reserve funds as the Commission may establish or the Board of

Supervisors may require with respect to employees of the Commission, as provided in the
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Charter. However, the term "Operation and Maintenance Costs of the Enterprise” excludes in
all cases (a) depreciation and obsolescence charges or reserves therefor, (b) amortization of
intangibles or other bookkeeping entries of a similar nature, (c) costs of capital additions,
replacements, betterments, extensions or improvements to the Enterprise, which under
generally accepted accounting principles are chargeable to a capital account or to a reserve for
depreciation, (d) charges for the payment of principal and interest on any revenue bonds or

" other indebtedness heretofore or hereafter issued for Enterprise purposes and () such costs as
are scheduled to be paid by the Commission from moneys other than Revenues, such moneys to
be clearly available for such purpose.

"Opinion of Counsel" means a written opinion of counsel (who may be counsel for the
City or the Commission) retained by the Commission. 'If and to the extent required by the
provisions of Section 1.03, each Opinion of Counsel shall include the statements provided for in
Section 1.03.

"QOutstanding,” when used as of any particular time with reference to Bonds, means
(subject to the provisions of Section 9.03) all Bonds theretofore executed, issued and delivered
by the Commission under this Indenture except—- :

(a) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee
for cancellation; :

(b)  Bonds for the payment or redemption of which funds or securities in the
necessary amount (as set forth in Section 10.01) have theretofore been deposited with a
fiduciary (whether upon or prior to the maturity or redemption date of such Bonds),
provided that, if such Bonds are to be redeemed prior to the maturity thereof, notice of
such redemption is given as in provided in Article IV, or provision satisfactory to the
Trustee is made for the giving of such notice; and

(c) Bonds in lieu of or in substitution for which other Bonds have been
_executed, issued and delivered by the Commission pursuant to Section 2.08.

For purposes of this definition and within the meaning of Article X of this Indenture,
any Bonds, the principal of or interest on which has been paid by a Credit Provider, shall not be
deemed paid by or on behalf of the Commission, shall not be defeased and shall remain
Outstanding under this Indenture until the Credit Provider has been paid or reimbursed for
such payment by the Commission.

"Parity State I.oans" means those loan agreements entered into between the Commission
and the State of California (or any board, department or agency thereof) to finance additions,
betterments, extensions, repairs, renewals or replacements to the Enterprise, which are entered
into after the issuance of the 2003 Refunding Series A Bonds and which, by their terms, are
payable from Net Revenues on a parity basis with debt service on the Bonds.

"Payment Date" means any date on n which payment of the prmmpal of or interest on the
Bonds is due, or on which any Term Bonds are required to be redeemed from any Minimum
Sinking Fund Account Payments.

"Permitted Investments" means any of the followmg, to the extent permitted by law and
by any policy guidelines promulgated by the Commission or the City:

(a) Cash;
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(b) Federal Securities;

() the interest component of Resolution Funding Corporation strips which
have been stripped by request to the Federal Reserve Bank of New York in book entry
form;

(d) bonds, debentures, notes or other evidence of mdebtedness 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 of America (stripped securities
are only permitted if they have been stripped by the agency itself): (i) direct obligations

_or fully guaranteed certificates of beneficial ownership of the U.S. Export-Import Bank;
(ii) certificates of beneficial ownership of the Farmers Home Administration; (iii) Federal
Housing Administration debentures; (iv) participation certificates of the General
Services Administration; (v) Federal Financing Bank bonds and debentures; (vi)
guaranteed mortgage-backed bonds or guaranteed pass-through obligations of the
Government National Mortgage Association; (vii) guaranteed Title XI financings of the
U.S. Maritime Administration; and (viii) project notes, local authority bonds, new
communities debentures and U.S. public housing notes and bonds of the U.S.
Department of Housing and Urban Development;

(e). bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following non-full faith and credit U.S. government agencies
(stripped securities only as stripped by the agency itself): (i) senior debt obligations of
the Federal Home Loan Bank System; (ii) participation certificates and senior debt
obligations of the Federal Home Loan:Mortgage Corporation; (m) mortgaged-backed
securities and senior debt obligations of the Fannie Mae; (iv) senior debt obligations of
the Student Loan Marketing Association; (v) obligations of the Resolution Funding
Corporation; and (vi) consohdated system-wide bonds and notes of the Farm Credit
System; :

® money market funds reg1stered under the Federal Investment Company
Act of 1940, whose shares are registered under the Federal Securities Act of 1933, and
having a rating by S&P of at least AAAm-G, AAAm or AAm, and a rating by Moody’s
of Aaa, Aal or Aa2 (such funds may include funds for which the Trustee, its affiliates,
parent or subsidiaries provide investment advisory or other management services);

(8) certificates of deposit (including those of the Trustee, its parent and its
afﬁhates) secured at all times by collateral described in (a) or (b) above, which have a
maturity not greater than one year from the date of investment and which are issued by
commercial banks, savings and loan associations or mutual savings banks whose short-
term obligations are rated "A-1+" or better by S&P and "Prime-1" by Moody’s, which
collateral must be held by a third party and provided that the Trustee must have a
perfected first security interest in such collateral;

(h)  certificates of depos1t savings accounts, deposit accounts or money
market deposits (including those of the Trustee and its afﬁhates) which are fully insured
by FDIC, including BIF and SATF;

(@ investment agreements, including guaranteed inveéstment contracts,
forward purchase agreements, reserve fund put agreements and collateralized
investment agreements acceptable to the Credit Provider; :
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)] commercial paper rated "Prime-1" by Moody’s and "A-1+" or better by
S&P; a

(k)  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 assigned by such agencies;

@ federal funds or bankers acceptances with a maximum term of one year
of any bank which an unsecured, uninsured and unguaranteed obligation rating of
"Prime-1" or "A3" or better by Moody's, and "A-1+" by S&P;.

(m) -the Local Agency Investment Fund which is adnumstered by the
California Treasurer for the investment of funds belonging to local agencies within.the
State of California, provided for investment of funds held by the Trustee, the Trustee is
entitled to make investments and withdrawals in its own name as Trustee; and

(n)  Any other investment approved in writing by the Credit Provider.
"Policy Costs" means the amounts owing to a Bond Reserve Fund Policy Provider,
including the principal amount of any draw on a Bond Reserve Fund Policy, interest thereon
and reasonable expenses incurred by the Bond Reserve Fund Policy Provider in enforcing
payment of Policy Costs, as more fully set forth in the agreement pursuant to which such Bond
Reserve Fund Policy is issued.

"President” means the President of the Commission from time to tlme, or any other
person acting on behalf of the President.

Prmc1pa1 Payment Date" means the principal payment date set forth for the 2003
Refunding Series A Bonds in Section 2.01(b), and the principal payment date set forth for any-
Additional Bonds in a Supplemental Indenture in accordance w1th Section 3.05(c) or Section
3.06(b), as appropnate

"Prior Resolution” means, cbllectively, Resolution No. 656-92 adopted by the Board of
Supervisors on August 3, 1992, Resolution No. 58-94 adopted by the Board of Supervisors on
January 24, 1994 and Resolution No. 385-95 adopted by the Board of Supervisors on May 8,
1995. :

"Project” means any repairs, replacements, additions, enlargements, betterments,
extensions and other improvements to or benefiting, ‘and the equipping of, the Enterprise,
including, without limitation, the acquisition of land therefor.

"Proportionate Basis,” when used with respect to the redemption of Bonds, means that
the amount of Bonds of each maturity to be redeemed shall be determined as nearly as
~ practicable by multiplying the total amount of funds available for redemption by the ratio
which the amount of Bond Obligation of Bonds of such maturity bears to the amount of all
Bond Obligation of Bonds to be redeemed, provided that if the amount available for redemption
of Bonds of any maturity is insufficient to redeem a multiple of $5,000 principal amount or
Accreted Value payable at maturity, such amount shall be applied to the redemption of the
highest possible integral multiple (if any) of $5,000 principal amount or Accreted Value payable
at maturity. For purposes of the foregoing, Term Bonds shall be deemed to mature in the years
and in the amounts of the Minimum Sinking Fund Account Payments and Capital Appreciation
Bonds and Current Interest Bonds maturing or subject to Minimum Sinking Fund Account
Payments in the same year shall be treated as separate maturities.
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When used with respect to the payment or purchase of Bonds, "Proportionate Basis"
shall have the same meamng set forth above except that "pay” or "purchase” shall be substituted
for "redeem” or "redemption” and "paid" or "purchased" shall be substituted for "redeemed.”

"Qualified Bank"” means a state or national bank or trust company or savings and loan
association or a foreign bank with a domestic branch or agency which is organized and in good
standing under the laws of the United States or any state thereof or any foreign country, which
has a debt rating at least as high as the underlying rating on the related Series of Bonds at the
time such Qualified Bank delivers a Letter of Credit or a Bond Reserve Fund Policy (i.e., the
rating given without regard to any municipal bond or financial guaranty insurance, letter of
credit, or similar guaranty or credit enhancement on that Series of Bonds) as provided by
Moody's, by S&P or Fitch. :

"Qualified Financial Advisor" means a person or a firm selected by the Commission who
or which engages in the business of advising the management of public agencies similar to the
Commission concerning the issuance of debt.

"g Jualified Independent Consultant” means a person or a firm who or which engages in-
the business of advising the management of public agencies concerning the operation and
financing of public utilities, including public municipal sanitary waste and storm water
collection, treatment and disposal systems, and also including advice and consultation
generally concerning the use and operation of public utilities, including public municipal
sanitary waste and storm water collection, treatment and disposal systems, and which person
or firm, by reason of his or its knowledge and experience, has acquired a reputation as a
" recognized consultant. Such Qualified Independent Consultant may include a person or firm
rendering professional engineering or accounting services in addition to his or its occupation as
a public utility consultant and may include any person or firm regularly employed by the C1ty
or the Commission as a consultant to the City or the Commission.

S

"Rebate Fund" means the fund established and so designated for a Series of Bonds.

"Required Reserve" means, for any Series of Bonds, as of any date of calculation, an
amount equal to the lesser of:

(i) . Maximum Annual Debt Service on all Bonds (excluding from such
calculation Parity State Loans, if any) then Outstanding; or

(ii) 125% of Average Annual Debt Service on all Bonds (excludmg from such
calculation Parity State Loans, if any) then Outstanding;

provided, that in no event shall the Commission, in connection with issuance of a Series of
Additional Bonds, be obligated to deposit an amount in the Bond Reserve Fund which is in
excess of the amount permitted by the applicable provisions of the Code to be so deposited
from the proceeds of tax-exempt bonds without having to restrict the yield of-any investment
purchased with any portion of such deposit.

"Reserve Account” means each account established in the Bond Reserve Fund with
respect to each Series of Bonds issued under this Indenture. '

"Revenue Fund" means the fund by that name established pursuant to Section 5.01.

_ “Revenues” means all gross revenues of the Enterprise, including all charges received for
and all other income and receipts derived by the Commission from the operation of the
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Enterpnse, or arising from the Enterprise, including connection and installation charges,. but
excluding --

(@) any money received by or for the account the Commission from the levy
or collection of taxes,

(b) moneys received from the State of California and the United States of
America and required to be deposited in restricted funds,

()  refundable deposits made to establish credit,

(d) advances and contributions made to the Commission to be applied to
construction, ' ‘

(e) moneys received constituting casualty insurance proceeds with respect to
all or any part of the Enterprise (which shall be received and disposed of pursuant to
Section 6.20) and moneys received constituting other insurance proceeds,

(f) . moneys received from the sale or disposition of all or any part of the
Enterprise (which shall be received and disposed of pursuant to Sections 6.03), .

(g) moneys received upon the taking by or under the threat of eminent
domain of all or any part of the Enterprise (which moneys shall be received and
disposed of pursuant to Section 6.12),

(h)  proceeds from Bonds issued by the Commission or proceeds from loans
or other indebtedness obtained by the Commission, and

(i).  moneys or securities received by the Commission as gifts or grants, the
use of which is restricted by the donor or grantor.

The term "Revenues” also includes (i) all interest or other income (excluding profits or
losses from the sale or disposition of Permitted Investments or other securities owned by or on
behalf of the Commission) derived from the deposit or investment of any moneys in any fund
or account established hereunder (excluding any Rebate Fund and any escrow fund pledged for
the payment of defeased bonds) or in any fund or account of the Enterprise and legally
available to pay Debt Service, and (ii) any other moneys, proceeds and other amounts that the
Commission determines should be "Revenues” under this Indenture.

"Secretary” means the Secretary of the Commission from time to time.

‘Securities Depositories” means The Depository Trust Company, 711 Stewart Avenue,

Garden City, New York 11530, Fax-(516) 227-4039 or 4190; or, in accordance with then-current
guidelines of the Securities and Exchange Commission, to such other addresses or such other
securities depositories, or no such depositories, as the Commission may designate in a Written
Request of the Commission delivered to the Trustee.

"Senior State Loans" means those loan agreements entered into between the Commission
and the State of California (or any board, department or agency thereof) to finance additions,
betterments, extensions, repairs, renewals or replacements to the Enterprise, which (i) have been
entered into and are in effect prior to the issuance of the 2003 Refunding Series A Bonds, or
(ii) which are entered into after the issuance of the 2003 Refunding Series A Bonds and which,
by their terms, are payable from Revenues on a basis senior to Debt Service. The Commission
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acknowledges that the payment of the Senior State Loans described in (i) above is not, by the
terms of such Senior State Loans, senior to the payment of Debt Service, but has, for purposes of
this Indenture, elected to treat such payment of such Senior State Loans as senior to the
payment of Debt Service. ‘

"Serial Bonds" means all or any portion of a Series of Bonds designated as Serial Bonds
and for which no Minimum Sinking Fund Account Payments are provided.

"Series” means any series of Bonds executed, authenticated and delivered pursuant to
this Indenture and identified as a separate Series of Bonds, including any Additional Bonds
issued pursuant to a Supplemental Indenture and Sections 3.05, 3.06 and 3.07 of this Indenture.

"Series 1995 Bonds" means the City and County of San Francisco Sewer Revenue Bonds,
- Series 1995.

"Series 1995 Escrow Agreement" means the Escrow Agreement dated as of January 1,
2003, between the Commission and the Series 1995 Escrow Agent pursuant to which the Series
-1995 Bonds are being refunded. ‘

"Series 1995 Escrow Agent” means U.S. Bank, N.A., or its successors and assigns.

"Series 1994 Bonds" means the City and County of San Francisco Sewer Revenue
Refunding Bonds, Series 1994. :

"Series 1994 Escrow Agreement” means the Escrow Agreement dated as of January 1,
2003, between the Commission and the Series 1994 Escrow Agent pursuant to which the Series
1994 Bonds are being refunded. ‘ '

"Series 1994 Escrow Agent” means U.S. Bank, N.A., or its successors and assigns.

"Series 1992 Bonds" means the City and County of San Francisco Sewer Revenue:
Refunding Bonds, Series 1992. :

"Series 1992 Escrow Agreement"” means the Escrow Agreement dated as of January 1,
2003, between the Commission and the Series 1992 Escrow Agent pursuant to which the Series
1992 Bonds are being refunded. '

"Series 1992 Escrow Agent” means U.S. Bank, N.A., or its successors and assigns.

"Sinking Fund Accounts" means any special account or accounts established by this
Indenture or any Supplemental Indenture or Indentures in the Principal Fund (established
pursuant to Section 5.04) for the payment of Term Bonds.

"S&P" means Standard & Poor's Ratings Services, a corporation duly organized and
existing under and by .virtue of the laws of the State of New York, and its successors and
assigns, except that if such corporation is dissolved or liquidated or no longer performs the
functions of a securities rating agency, then the term "S&P" shall be deemed to refer to any other
nationally recognized securities rating agency selected by the Commission.

"Supplemental Indenture” means any indenture amendatory of or supplemental to this
Indenture that complies with the provisions of this Indenture for amendments and
supplements, and includes any amended and restated indenture that complies with the
provisions of this Indenture for amendments and supplements.
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"Tender Indebtedness" means any Bonds or portions of Bonds a feature of which is an
option, on the part of the Bondowners, or an obligation, under the terms of such Bonds, to
tender all or a portion of such Bonds to the Commission, the Trustee or other fiduciary or agent
for payment or purchase and requiring that such Bonds or portions of Bonds be purchased if
properly presented. : '

"Term Bonds" means all or any portion of a Series of Bonds designated as Term Bonds
and which are payable at or before-their specified maturity date or dates from Minimum
Sinking Fund Account Payments established for that purpose and calculated to retire such
Bonds on or before their specified maturity date or dates. '

_ "Treasurer” means the Treasurer of the City and includes any deputy acting for the
Treasurer. - o .

"Trustee" means U.S. Bank, N.A., acting as an indepén‘dent trustee with the duties and
powers herein provided, its successors and assigns, and any other corporation or association
which may at any time be substituted in its place, as provided in Section 8.0L.

~ "2003 Refunding Series A Bond Insiurer” means MBIA Insurance Corporation, or any
successor thereto or assignee thereof.

"2003 Refunding Series A Bond Insurance Policy™ means the financial guaranty
insurance policy issued by the 2003 Refunding Series A Bond Insurer guaranteeing the

scheduled payment of the principal of and interest on the 2003 Refunding Series A Bonds when
due.

"2003 Refunding Series A Bonds" has the meaning set forth in the preambles to this
Indenture.

"2003 Refunding Series A Expensés Fund" means the fund by that name established
under Section 3.03. ' :

2003 Refunding Series A Reserve Account” means the account by that name established
within the Bond Reserve Fund pursuant to Section 5.05(d).

"Variable Rate Indebtedness” means any portion of indebtedness, the interest rate on
which is not fixed at the time such indebtedness is incurred, and has not at some subsequent
date been fixed for the entire term of the indebtedness.

"Written Request of the Commission," "Written Requisition of the Commission" and
"Written Statement of the Commission” mean, respectively, a written request, requisition or

statement signed by or on behalf of the Commission by the President or the General Manager or
the Secretary or by any person (whether or not an officer of the Commission) who is authorized .
by resolution of the Commission (which resolution shall be provided to the Trustee) or
otherwise to sign or execute such a document on its behalf.

SECTION 1.02. Equal Security. In consideration of the acceptance of the Bonds by those
who shall hold the same from time to time, this Indenture shall be deemed to be and shall
constitute a contract between the Commission, the Trustee and the Owners from time to time of
the Bonds to secure the full and final payment of the interest and principal on the Bonds, subject
to the agreements, conditions, covenants and terms contained herein; and the covenants and
agreements herein set forth to be performed on behalf of the Commission or the Trustee shall be
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for the equal and proportionate benefit, security and protection of all Owners of the Bonds
without preference, priority or distinction as to security or otherwise of any of the Bonds over
any of the others by reason of the Series, number or date thereof or the time of issue, sale,
execution or delivery thereof, or otherwise for any cause whatsoever, except as expressly
provided therein or herein.

SECTION 1.03. Content of Certificates and Opinions. (a) Every certificate or opinion
with respect to compliance with a condition or covenant provided for in this Indenture,
including each Certificate of the Commission, shall include (i) a statement that the person or
persons making or giving such certificate or opinion have read such covenant or condition and
the definitions herein relating thereto; (ii) a brief statement as to the nature and scope of the
examination or investigation upon which the statements or opinions contained in such
certificate or opinion are based; (iii) 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 enable them to
express an informed opinion as to whether or not such covenant or condition has been
complied with; and (iv) a statement as to whether, in the opinion of the signers, such condition
or covenant has been complied with.

() Any such certificate or opinion made or given by an officer of the Commission
may be based, insofar as it relates to legal, accounting or Enterprise matters, upon a certificate
or opinion of or representations by counsel, accountants or consultants, unless such officer -
knows, or in the exercise of reasonable care should have known, that the certificate or opinion
or representations with respect to the matters upon which his certificate or opinion may be
based, as aforesaid, are erroneous. Any such certificate or opinion made or given by counsel,
accountants or consultants may be based, insofar as it relates to factual matters, information
with respect to which is in the possession of the Commission, upon the certificate or opinion of
or representations by an officer or officers of the Commission, unless such counsel, accountant
or consultant knows, or in the exercise of reasonable care should have known, that the
certificate or opinion or representations with respect to the matters upon which his opinion may
be based as aforesaid are erroneous.
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ARTICLE II

THE BONDS

SECTION 2.01. Authorization; Terms of 2003 Refunding Series A Bonds.
() Issuance of Bonds.

@ Bonds may be issued hereunder from time to time in order to obtain
funds for the purposes authorized herein. The Bonds shall be issued under the Charter
and the Law for the purpose of financing or refinancing the acquisition, construction,
replacement, reconstruction, extension, improvement and development of the
Enterprise.

(i) The aggregate principal amount of Bonds which may be issued
hereunder is not limited (subject, however, to the right of the Commission and the Board
of Supervisors of the City, which is hereby reserved, to limit or restrict the aggregate
principal amount of Bonds which may at any time be issued and Outstanding

" hereunder) and consists or may consist of one or more Series of varying denominations,

dates, maturities, interest rates and other provisions, all issued and to be issued
pursuant to this Indenture and the Law, subject to the limitations contained in Sections
3.05, 3.06, 3.07 and 3.08.

. (ili) This Indenture constitutes a continuing agreement with the Owners of all
of the Bonds issued or to be issued hereunder and then Outstanding to secure the full
and final payment of the principal of and the premiums, if any, and the interest on all
Bonds which may from time to time be executed and delivered hereunder, subject to the
covenants, agreements, provisions and conditions herein contained.

@iv) . The Bonds are designated generally as the "Clean Water Revenue Bonds,"
each Series thereof to bear such additional designation as may be necessary or
appropriate to distinguish such Series from every other Series of Bonds. The Bonds may

‘be issued in such Series as from time to time shall be established and authorized by the

Commission, subject to the provisions and conditions contained in this Indenture.

(b) Terms of 2003 Refunding Series A Bonds.

@) An initial Series of Bonds is hereby created and such Bonds are
designated as the "Clean Water Revenue Bonds, 2003 Refunding Series A". The
aggregate principal amount of the 2003 Refunding Series A Bonds which may be issued
and Outstanding under this Indenture shall not exceed $396,270,000, except as may be
otherwise provided in Section 2.08. The 2003 Refunding Series A Bonds shall be of the
tenor known as Current Interest Bonds in the aggregate principal amount of
$396,270,000. ’

(if)  The 2003 Refunding Series A Bonds shall be initially issued registered in -
the name of "Cede & Co.," as nominee of The Depository Trust Company, New York, -
New York, and shall be evidenced by one 2003 Refunding Series A Bond maturing on
each maturity date, as the case may be, to be in a denomination corresponding to the
total principal designated to mature on such date. Registered ownership of the 2003
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Refundmg Series A Bonds, or any portion thereof, may not thereafter be transferred
except as set forth in Section 2.09 of this Indenture.

(i) ~ The 2003 Refunding Series A Bonds shall be issued as fully registered
Bonds without coupons in the denomination of $5,000 or any integral multiple thereof;
provided that no 2003 Refunding Series A Bond shall have principal maturing on more
than one principal maturity date. The 2003 Refunding Series A Bonds shall be dated as
of their date of delivery and shall accrue interest from such date.

(iv)  The 2003 Refunding Series A Bonds shall bear interest at the rates per
annum set forth in the table below, payable on each Interest Payment Date, which for -
the 2003 Refunding Series A Bonds shall mean October 1, 2003 and semiannually
thereafter on April 1 and October 1 in each year, calculated on the basis of a 360 -day
year con51st1ng of twelve 30-day consecutive months.

(v)  Principal of the 2003 Refunding Series A Bonds is payable on each
Principal Payment Date, which for the 2003 Refunding Series A Bonds shall mean each
October 1 on which 2003 Refunding Series A Bonds mature (as set forth below). The
2003 Refunding Series A Bonds shall mature on each Maturity Date, which for the 2003
- Refunding Series A Bonds shall mean October 1 in the followmg years and in the
following amounts: :

Maturity Date Principal ) Interést ‘

October 1 Amount ' Rate
2006 $33,445,000 - 3.00%
2007 34,500,000 3.00
2008 35,665,000 . 300
2009 37,130,000 5.00
2010 26,320,000 ' ‘ © 325
2011 22,010,000 . 4.00
2012 23,095,000 5.00
2013 24,395,000 . 5.00
2014 , 25,790,000 5.25
2015 . 27,325,000 . 5.25
2016 11,920,000 4.25
2017 . 12,575,000 5.25
2018 13,315,000 5.25
2019 14,120,000 5.25
2020 * 14,960,000 5.25
2021 15,835,000 ‘ 5.00
2022 15,005,000 5.00
2023 - 2,610,000 475
2024 2,745,000 4.75
2025 3,510,000 : 475

. (vi)  All of the 2003 Refunding-Series A Bonds are hereby designated as Serial
Bonds. '

(vii) The principal of and premium, if any, on the 2003 Refunding Series A
Bonds shall be payable in lawful money of the United States of America to the Owner
thereof, upon the surrender thereof at the principal corporate trust office of the Trustee,
in St. Paul, Minnesota. The interest on the 2003 Refunding Series A Bonds shall be
payable in like lawful money to the person whose name appears on the bond
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registration books of the Trustee as the Owner thereof as of the close of business on the
15th day of the month immediately preceding an interest payment date, whether or not
such day is a Business Day, such interest to be paid by check mailed to such Owner at
such address as appears on such registration books or at such address as he may have
filed with the Trustee for that purpose.

(viii) Each 2003 Refunding Series A Bond shall bear interest from the interest
payment date next preceding the date of authentication thereof unless it is authenticated
as of a day during the period from the 16th day of the month next preceding any interest
payment date to the interest payment date, inclusive, in which event it shall bear interest
from such interest payment date, or unless it is authenticated on or before September 15,
2003, in which event it shall bear interest from the date of delivery of the 2003 Refunding
Series A Bonds; provided, however, that if, at the time of authentication of any Current
Interest Bond, interest is in default on Outstanding Bonds, such Bond shall bear interest
from the interest payment date to which interest has previously been paid or made
available for payment on the Outstanding Bonds and shall be payable to the Owners
thereof of record as of a special date as shall be established by the Trustee following
such default.

(ix) ~ Only those 2003 Refunding Series A Bonds that bear a certificate of

authentication in the form herein recited, executed by the Trustee, shall be valid or

~ obligatory for any purpose or entitled to the benefits of this Indenture, and such

certificate of the Trustee shall be conclusive evidence that the 2003 Refunding Series A

Bonds so authenticated have been duly authenticated and delivered hereunder and are
entitled to the benefits of this Indenture.

(x) The Trustee shall assign each 2003 Refunding Series A Bond
authenticated and registered by it a distinctive letter, or number, or letter and number,
and shall maintain a record thereof which shall be available to the Commission for
inspection.

(©) Due Authorization. The Commission has reviewed all proceedings heretofore
taken relative to the authorization of the 2003 Refunding Series A Bonds and has found, as a
result of such review, that all conditions, things and acts required by law to exist, happen or be
performed precedent to and in the issuance of the 2003 Refunding Series A Bonds do exist, have
happened and have been performed in due time, form and manner as required by law, and the
Commission is authorized, pursuant to each and every requirement of law, to issue the 2003
Refunding Series A Bonds in the manner and form provided in this Indenture.

(d) Determination Regarding Refunding. The Commission has found and
determined that the 2003 Refunding Series A Bonds shall be issued for the purpose of refunding
the Series 1992 Bonds, the Series 1994 Bonds and the Series 1995 Bonds in order to produce net
debt service savings to the Commission on a present value basis, calculated as prov1ded in the '
Charter.

SECTION 2.02. Forms of 2003 Refunding Series A Bonds. The 2003 Refunding Series A
Bonds and the Trustee's certificates of authentication and registration and the forms of
assignment to appear thereon shall be in substantially the form set forth as Exhibit A hereto, -
with necessary or appropriate variations, omissions and insertions as permitted or required by
this Indenture.

SECTION 2.03. Execution of Bonds. (a) The Bonds shall be executed on behalf of the
Commission by the manual or facsimile signatures of its President or General Manager and the
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Controller and under the seal of the Commission attested by the manual or facsimile signature
of the Secretary. Such seal may be in the form of a facsimile of the Commission's seal and may
be imprinted or impressed upon the Bonds. The Bonds shall then be delivered to the Trustee
for authentication by it. In case any of the officers who shall have signed or attested any of the
Bonds shall cease to be such officer or officers before the Bonds so signed or attested shall have
been authenticated or delivered by the Trustee or issued by the Commission, such Bonds may
nevertheless be authenticated, delivered and issued and, upon such authentication, delivery
and issue, shall be as binding upon the Commission as though those who signed and attested
the same had continued to be such officers, and also any Bond may be signed and attested on
behalf of the Commission by such persons as on the actual date of the execution of such Bond
shall be the President or General Manager or the Secretary or the ‘Controller although at the
nominal date of such Bond any such person shall not have held such title.

(b) Except as may be prov1ded in any Supplemental Indenture, only such of the
Bonds as shall bear thereon a certificate of authentication and registration in the form
hereinbefore recited, executed by the Trustee, shall be valid or obligatory for any purpose or
entitled to the benefits of this Indenture, and such certificate of the Trustee shall be conclusive

evidence that the Bonds so authenticated have been duly authenticated and delivered

hereunder and are entitled to the benefits of this Indenture.

SECTION 2.04.. Transfer of Bonds. (a) Any Bond may, in accordance with its terms, be
transferred, upon the books required to be kept pursuant to the provisions of Section 2.06, by
the person in whose name it is registered, in person or by his or her duly authorized attorney,
upon surrender of such Bond for cancellation, accompanied by delivery of a written instrument
of transfer in a form approved by the Trustee duly executed. :

(b) Whenever any Bond or Bonds shall be surrendered for transfer, the Commission
shall execute and the Trustee shall authenticate and deliver a new Bond or Bonds of the same
Series, tenor and maturity, for a like aggregate principal amount. The Trustee shall require the
payment by any Bondowner requesting any such transfer of any tax or other governmental

- charge required to be paid with respect to such transfer.

(c) No transfer of Current Interest Bonds shall be reqﬁired to be made by the Trustee
after the fifteenth day of the month next preceding each interest payment date, or, as to any
Bonds called for redemption, within 30 days of the date fixed for redemption.

SECTION 2.05. Exchange of Bonds. (a) Bonds may be exchanged at the principal
corporate trust office of the Trustee in San Francisco, California, for a like aggregate principal
amount of Bonds of other authorized denominations of the same Series, tenor and maturity.
The Trustee shall require the payment by the Bondowner requesting such exchange of any tax
or other governmental charge required to be paid with respect to such exchange. :

(b)  No exchange of Current Interest Bonds shall be required to be made by the
Trustee after the fifteenth day of the month next preceding each interest payment date, or, as to
any Bonds called for redemption, within thirty days of the date fixed for redemption.

SECTION 2.06. Bond Register. The Trustee will keep or cause to be kept, at the
principal corporate trust office of the Trustee in St. Paul, Minnesota, sufficient books for the
registration and transfer of the Bonds, which shall during regular business hours of the Trustee
be open to inspection by the Commission; and, upon presentation for such purpose, the Trustee
shall, under such reasonable regulations as the Trustee miay prescribe, register or transfer or
cause to be registered or transferred, on said books, Bonds as hereinbefore provided.
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SECTION 2.07. Temporary Bonds. The Bonds may be initially issued in temporary
form exchangeable for definitive Bonds when ready for delivery. The temporary Bonds may be
printed, lithographed or ty'pewntten, shall be of such denominations as may be determined by
the Commission, shall be in registered form without coupons and may contain such reference to
any of the provisions of this Indenture as may be appropriate. Every temporary Bond shall be
executed\by the Commission and be authenticated by the Trustee upon the same conditions and
in substantially the same manner as the definitive fully registered Bonds. If the Commission
issues temporary Bonds it will execute and furnish definitive Bonds without delay, and
thereupon the temporary Bonds may be surrendered, for cancellation, in exchange therefor at
the principal corporate trust office of the Trustee in St. Paul, Minnesota, and the Trustee shall
deliver in exchange for such temporary Bonds definitive Bonds of an equal aggregate principal
amount of Bonds of the same Series, tenor and maturity or maturities. Until so exchanged, the
temporary Bonds shall be entitled to the same benefits under this Indenture as definitive Bonds
executed and delivered hereunder.

SECTION 2.08. Bonds Mutilated, Lost, Destroyed or Stolen. If any Bond becomes
mutilated, the Commission, at the expense of the Owner of said Bond, shall execute, and the
Trustee shall thereupon authenticate and deliver, a new Bond of like tenor and number in
exchange and substitution for the Bond so mutilated (except that such number may be preceded

. by a distinguishing prefix), but only upon surrender to the Trustee of the Bond so mutilated.

Every mutilated Bond so surrendered to the Trustee shall be cancelled by it and delivered to, or
upon the order of, the Commission. If any Bond becomes lost, destroyed or stolen, evidence of
such loss, destruction or theft may be submitted to the Commission and the Trustee and, if such
evidence is satisfactory to both and indemnity satisfactory to them shall be given, the
Commission, at the expense of the Owner, shall execute, and the Trustee shall thereupon
authenticate and deliver a new Bond in lieu of and in substitution for the Bond so lost,
destroyed or stolen (except that such number may be preceded by a distinguishing prefix). The
Commission may require payment of a sum not exceeding the actual cost of preparing each
new Bond issued under this Section and of the expenses which may be incurred by the
Commission and the Trustee in the premises. Any Bond issued under the provisions of this
Section in exchange for any Bond mutilated or in lieu of any Bond alleged to be lost, destroyed
or stolen shall constitute an original additional contractual obligation on the part of the
Commission, whether or not the Bond so mutilated or so alleged to be lost, destroyed or stolen -
be at any time enforceable by anyone, and shall be equally and proportionately entitled to the
benefits of this Indenture with all other Bonds secured by this Indenture. Neither the
Commission nor the Trustee shall be required to treat both the original Bond and any duplicate-
Bond as being Outstanding for the purpose of determining the principal amount of Bonds
which may be issued hereunder or for the purpose of determining any percentage of Bonds
Outstanding hereunder, but both the original and duplicate Bond shall be treated as one and
the same.

SECTION 2.09. Use of Depository. (a) The 2003 Refunding Series A Bonds shall be
initially issued as provided in Section 2.01(b) hereof. Registered ownership of such 2003
Refunding Series A Bonds, or any portions thereof, may not thereafter be transferred except:

@ to any successor of The Depository Trust Company or its nominee, or of
any substitute depository designated pursuant to clause (ii) of this subsection (a)
("Substitute Depository”); provided that any successor of The Depository Trust
Company or Substitute Depository shall be qualified under any apphcable laws to
provide the service proposed to be provided by it;

(ii)  to any Substitute Depository not objected to by the Trustee, upon (1) the

resignation of The Depository Trust Company or its successor (or any Substitute
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Depository or its successor) from its functions as depository, or (2) a determination by
the Commission that The Depository Trust Company (or its successor) is no longer able
to carry out its functions as depository; provided that any such Substitute Depository
shall be qualified under any apphcable laws to provide the services proposed to be
provided by it; or

(i) to any person as provided below, upon (1) the resignation of The
Depository Trust Company or its successor (or any Substitute Depository or its
successor) from its functions as depository, or (2) a determination by the Commission
that The Depository Trust Company or its. successor (or Substitute Depository or its
successor) is no longer able to carry out its functions as depository; provided that no
Substitute Depository which is not objected to by the Trustee can be obtained.

(b) . In the case of any transfer pursuant to clause (i) or clause (ii) of subsection (a) of
this Section 2.09, upon receipt of all Outstanding 2003 Refunding Series A Bonds by the Trustee,
together with a Written Request of the Commission to the Trustee designating the Substitute
Depository, a single new 2003 Refunding Series A Bond, which the Commission shall prepare
or cause to be prepared, shall be executed and delivered for each maturity of Current Interest
Bond of such 2003 Refunding Series A Bonds then Outstanding, registered in the name of such
successor or such Substitute Depository, or their nominees, as the case may be, all as specified
in such Written Request of the: Commission. In the case of any transfer pursuant to clause (iii)
of subsection (a) of this Section 2.09, upon receipt of all Outstanding 2003 Refunding Series A
Bonds by the Trustee, together with a Written Request of the Commission to the Trustee, new
2003 Refunding Series A Bonds, which the Commission shall prepare or cause to be prepared,
shall be executed and delivered in such denominations and registered in the names of such
persons as are requested in such Written Request of the Commission, subject to the limitations
of Section 2.01 hereof, provided that the Trustee shall not be required to deliver such new 2003
Refunding Series A Bonds within a period less than 60 days after the date of receipt of such
Written Request from the Commission.

(©) In the case of a partial redemption or an advance refunding of any 2003
Refunding Series A Bonds evidencing a portion of the principal maturing in a particular year,
The Depository Trust Company or its successor (or any Substitute Depository or its successor)
shall make an appropriate notation on such 2003 Refunding Series A Bonds indmating the date
and amounts of such reduction in principal, in form acceptable to the Trustee, all in accordance
with the Letter of Representations. The Trustee shall not be liable for such depository's failure
to make such notations or errors in making such notations.

(d) The Commission and the Trustee shall be entitled to treat the person in whose
name any 2003 Refunding Series A Bond is registered as the Owner thereof for all purposes of
the Indenture and any applicable laws, notwithstanding any notice to the contrary received by
the Trustee or the Commission; and the Commission and the Trustee shall not have
responsibility for transmitting payments to, communicating with, notifying, or otherwise
dealing with any beneficial owners of the 2003 Refunding Series A Bonds. Neither the
Commission nor the Trustee shall have ‘any responsibility or obligation, legal or otherwise, to
any such beneficial owners or to any other party, including The Depository Trust Company or-
its successor (or Substitute Depository or its successor), except to the Owner of any 2003
Refunding Series A Bonds, and the Trustee may rely conclusively on its records as to the
identity of the Owners of the 2003 Refunding Series A Bonds. ‘

(e) Notwithstanding any other provision 6f this Indenture and so long as all

outstanding 2003 Refunding Series A Bonds are registered in the name of Cede & Co. or its
registered assigns, the Commission and the Trustee shall cooperate with Cede & Co., as sole
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registered Bondowner, and its registered assigns in effecting payment of the principal of and
redemption premium, if any, and interest on the 2003 Refunding Series A Bonds by arranging
for payment in such manner that funds for such payments are properly identified and are made
available on the date they are due all in accordance with the Letter of Representations, the
provisions of which the Trustee may rely upon to implement the foregoing procedures
notw1thstandmg any inconsistent provisions herein.

SECTION 2.10. Insurance Provisions Relatmg to the 2003 Refunding Series A Bonds

(a) Rights of 2003 Refunding Series A Bond Insurer.

@ Each of the covenants and provisions contained in this Section 2.10 is for
the benefit of the 2003 Refunding Series A Bond. Insurer with respeéct to the 2003
Refunding Series A Bonds and shall be in effect only so long as the 2003 Refunding
Series A Bond Insurer has in effect the 2003 Refunding Series A Bond Insurance Policy
with respect to the 2003 Refunding Series A Bonds or any portion therof.

()  Any covenant or provision contained in this Section 2.10 may be
modified, amended or waived only with the written consent of the 2003 Refunding
Series A Bond Insurer with respect to the 2003 Refunding Series A Bonds and without
the consent of any Owner or Owners of the 2003 Refunding Series A Bonds.

(i) The 2003 Refunding Series A Bond Insurer shall be deemed to be the sole
holder of the 2003 Refunding Series A Bonds insured by it for the purpose of exercising
any voting right or privilege or giving any consent or direction or taking any other
action that the holders of the 2003 Refunding Series A Bonds insured by it are entitled to
take pursuant to the Indenture. The maturity of 2003 Refunding Series A Bonds insured
by the 2003 Refunding Series A Bond Insurer shall not be accelerated W1thout the
consent of the 2003 Refunding Series A Bond Insurer.

(@iv) Copies of any modification or amendment to the Indenture shall be sent
to Standard & Poor’s Rating Services and Moody’s Investors Service, Inc. at least 10 days
prior to the effective date thereof. '

(v)  The 2003 Refunding Series A Bond Insurer shall receive notice of the
resignation or removal of the Trustee and the appointment of a successor thereto.

(vi) In connection with the issuance of Additional Bonds hereunder, the
Commission shall deliver the official statement or other disclosure document, if any,
circulated with respect to such Additional Bonds.

(vii) The 2003 Refunding Series A Bond Insurer shall receive copies of all
. notices delivered to the Owners and, on an annual basis, copies of the Commission's

Enterprise Financial Statements (as defined in Section 6.07) and the annual budget for
the Enterprise.

(viii) * The Commission agrees to reimburse the 2003 Refunding Series A Bond
Insurer immediately and unconditionally upon demand, to the extent permitted by law,
for all reasonable expenses, including attorneys' fees and expenses, incurred by the 2003
Refunding Series A Bond Insurer in connection with (i) the enforcement by the 2003
Refunding Series A Bond Insurer of the Commission's obligations, or the preservation or
defense of any rights of the 2003 Refunding Series A Bond Insurer, under this Indenture
and any other document executed in connection with the issuance of the 2003 Refundmg
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Series A Bonds, and (ii) any consent, amendment, waiver or other action with respect to
the Indenture or any related document, whether or not granted or approved, together

with interest on all such expenses from and including the date incurred to the date of
payment at Citibank's Prime Rate plus 3% or the maximum interest rate permitted by
law, whichever is less. In addition, the 2003 Refundmg Series A Bond Insurer reserves
the right to charge a fee in connection with its review of any such consent, amendment
or waiver, whether or not granted or approved.
i

(ix)  Amounts paid by the 2003 Refunding Series A Bond Insurer under the
2003 Refunding Series A Bond Insurance Policy shall not be deemed paid for purposes
of the Indenture and shall remain Outstanding and continue to be due and owing until
paid by the Commission in accordance with the Indenture. The 2003 Refunding Series A
Bond Insurer shall, to the extent it makes any payment of principal of or interest on the
2003 Refunding Series A Bonds, become subrogated to the rights of the recipients. of
such payments in accordance with the terms of the 2003 Refunding Series A Bond
Insurance Policy. The Indenture shall not be discharged unless all amounts due or to
become due to the 2003 Refunding Series A Bond Insurer have been paid in full or duly
provided for.

(b) Payments Under 2003 Refunding Series A Bond Insurance Policy.

(1)  In the event that, on the second Business Day, and again on the Business
Day prior to the payment date on the 2003 Refunding Series A Bonds, the Trustee has
not received sufficient moneys to pay all principal of and interest on the 2003 Refunding
Series A Bonds due on the second following or following, as the case may be, Business
Day, the Trustee shall immediately notify the 2003 Refunding Series A Bond Insurer or
its designee on the same Business Day by telephone or telegraph, confirmed in writing
by registered or certified mail, of the amount of the deficiency.

@ If the deficiency is made up in whole or in part prior to or on the payment

- date, the Trustee shall so notlfy the 2003 Refunding Series A Bond Insurer or its
" designee. :

(3)  In addition, if the Trustee has notice that any Owner of a 2003 Refunding
Series A Bond has been required to disgorge payments of principal of or interest on the

- 2003 Refunding Series A Bonds to a trustee 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 of a 2003 Refunding Series A Bonds
within the meaning of any applicable bankruptcy laws, then the Trustee shall notify the
2003 Refunding Series A Bond Insurer or its designee of such fact by telephone or
telegraphic notice, confirmed in writing by registered or certified mail.

(4) . The Trustee is hereby irrevocably designated, appointed, directed and
authorized to act as attorney-in-fact for Owners of the 2003 Refunding Series A Bonds as
follows:

i) If and to the extent there is a deficiency in amounts required to
pay interest on the 2003 Refunding Series A Bonds, the Trustee shall (a) execute
and deliver to State Street Bank and Trust Company, N.A., or its successors
under the 2003 Refunding Series A Bond Insurance Policy (the "Insurance Paying
Agent"), in form satisfactory to the Insurance Paying Agent, an instrument
appointing the 2003 Refunding Series A Bond Insurer as agent for the Owners of
the 2003 Refunding Series A Bonds in any legal proceedmg related to the
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payment of such interest and an assignment to the 2003 Refunding Series A Bond
Insurer of the claims for interest to which such deficiency relates and which are
paid by the 2003 Refunding Series A Bond Insurer, (b) receive as designee of the
respective Owners of the 2003 Refunding Series A Bonds (and not as Trustee) in
accordance with the tenor of the 2003 Refunding Series A Bond Insurance Policy
payment from the Insurance Paying Agent with respect to the claims for interest
so assigned, and (c) disburse the same to such respective Owners of the 2003
Refunding Series A Bonds; and

(i) If and to the extent of a deficiency in amounts required to pay
principal of the 2003 Refunding Series A Bonds, the Trustee shall (a) execute and
deliver to- the Insurance Paying Agent in form satisfactory to the Insurance
Paying Agent an instrument appointing the 2003 Refunding Series A Bond
Insurer as agent for such Owners of the 2003 Refunding Series A Bonds in any
legal proceeding relating to the payment of such principal and an assignment to
the 2003 Refunding Series A Bond Insurer of any of the 2003 Refunding Series A
Bonds surrendered to the Insurance Paying Agent of so much of the principal
amount 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 is received), (b)
receive as designee of the respective Owners of the 2003 Refunding Series A
Bonds (and not as Trustee) in accordance with the tenor of the Insurance Policy
payment therefor from the Insurance Paying Agent, and (c) disburse the same to
such Owners of the 2003 Refunding Series A Bonds.

(6)  Payments with respect to claims for interest on and principal of the 2003
Refunding Series A Bonds disbursed by the Trustee from proceeds of the 2003
Refunding Series A Bond Insurance Policy shall not be considered to discharge the
obligation of the Commission with respect to such 2003 Refunding Series A Bonds, and
the 2003 Refunding Series A Bond Insurer shall become the owner of such unpaid 2003

' Refunding Series A Bonds, and claims for the interest in accordance with the tenor of the

assignment made to it under the provisions of this subsection or otherwise,

. (6)  TIrrespective of whether any such assignment is executed and delivered,
the Commission and the Trustee hereby agree for the benefit of the 2003 Refunding
Series A Bond Insurer that, '

: @ They recognize that to the extent the 2003 Refunding Series A
Bond Insurer makes payments, directly or indirectly (as by paying through the
Trustee), on account of principal or interest with respect to the 2003 Refunding
Series A Bonds, the 2003 Refunding Series A Bond Insurer will be subrogated to
the rights of the Owners of the 2003 Refunding Series A Bonds to receive the
amount of such principal and interest from the Commission, with interest
thereon as provided and solely from the sources stated in the Indenture and the
2003 Refunding Series A Bonds; and '

4 (i) They will accordingly pay to the 2003 Refunding Series A Bond
Insurer the amount of such principal and interest (including principal and
interest recovered under subparagraph (ii) of the first paragraph of the 2003
Refunding Series A Bond Insurance Policy, which principal and interest shall be
deemed past due and not to have been paid), with interest with respect thereto as
provided in the Indenture and the Series 2003 Bond, but only from the sources
and in the manner provided therein for the payment of principal of and interest
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on the 2003 Refunding Series A Bonds to the Owners of 2003 Refunding Series A
Bonds, and will otherwise treat the 2003 Refunding Series A Bond Insurer as the
owner of such rights to the amount of such principal and interest.

(© Notices to 2003 Refunding Series A Bond Insurer. Any notice, report or
corrensondence to be delivered to the 2003 Refunding Series A Bond Insurer under the

Indenture shall be addressed as follows:

MBIA Insurance Corporation
113 King Street
Armonk, New York, 10504
Attention: Insured Portfolio Management Department

In each case in which the notice or other communication refers to an Event of Default,
then a copy of such notice or other communication shall also be sent to the attention of the
General Counsel and shall be marked to indicate "URGENT MATERIAL ENCLOSED."

(d) 2003 Refunding Series A Bond Insurer As Third Party Beneficiary. To the extent
that this Indenture confers upon or gives or grants to the 2003 Refunding Series A Bond Insurer
any right, remedy or claim under or by reason of the Indenture, the 2003 Refunding Series A
Bond Insurer is hereby explicitly recognized as being a third party beneficiary hereunder and
may enforce any such right, remedy or claim conferred, given or granted hereunder.

SECTION 2.11. Continuing Disclosure. The Commission hereby covenants and agrees
that it will comply with and carry out all of the provisions of that certain Continuing Disclosure
Certificate, dated as of the date of issuance of the 2003 Refunding Series A Bonds, executed and

'delivered by the Commission in connection with the issuance of the 2003 Refunding Series A

Bonds, as it may be supplemented and amended in accordance with its terms (the "2003
Refunding Series A Continuing Disclosure Certificate”). Notwithstanding any other provision
of this Indenture, failure of the Commission to comply with the 2003 Refunding Series A
Continuing Disclosure Certificate shall not be considered an Event of Default; however, any
Participating Underwriter (as such term is defined in the 2003 Refunding Series A Continuing
Disclosure Certificate) or any Bondholder or Beneficial Owner may take such actions as may be
necessary and appropriate, including seeking specific performance by court order, to cause the
Commission to comply with its obligations under this Section, and the sole remedy in the event
of any failure of the Commission to comply with the 2003 Refunding Series A Continuing
Disclosure Certificate shall be an action to compel performance. :
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ARTICLE III

ISSUANCE OF 2003 REFUNDING SERIES A BONDS;
ADDITIONAL SERIES OF BONDS

- SECTION 3.01. Issuance of 2003 Refunding Series A Bonds. At any time after the
execution of this Indenture, the Commission may sell and execute and the Trustee may
authenticate and, upon a Written Request or Certificate of the Commission, deliver 2003
Refunding Series A Bonds in the aggregate principal amount of $396,270,000.

SECTION 3.02. Application of Proceeds of 2003 Refunding Series A Bonds; Defeasance
of Series of 1992 Bonds, Series 1994 Bonds and Series 1995 Bonds. The proceeds received from
the sale of the 2003 Refunding Series A Bonds, together with any amounts transferred by the
trustee for the Series 1992 Bonds, the Series 1994 Bonds and Series 1995 Bonds, shall be
deposited with the Trustee, who shall transfer those funds as follows:

1) The Trustee shall

) transfer to the Series 1992 Escrow Agent, $169,561,931.19 for
deposit under the Series 1992 Escrow Agreement;

(ii)  transfer to the Series 1994 Escrow Agent, $153,814,954.15 for
deposit under the Series 1994 Escrow Agreement; and

(i)  transfer to the Series 1995 Escrow Agent, $59,890,792.22 for
deposit under the Series 1995 Escrow Agreement;

2] The Trustee shall deposit in the 2003 Refunding Series A Reserve Account
of the Bond Reserve Fund established pursuant to Section 5.05(d) with respect to the
2003 Refunding Series A Bonds the amount of $32,424,473.20, being the Required
Reserve.

3) The Trustee shall set aside the remainder of such proceeds, being
$2,361,029.89, and funds in a separate fund to be known as the "2003 Refunding Series A
Expenses Fund” which the Trustee hereby agrees to establish and maintain.

. The Trustee may establish a temporary fund or account to facilitate such deposits and
transfers.

SECTION 3.03. Expenses Fun (a) The money in the 2003 Refunding Series A Expenses
Fund shall be used and disbursed in the manner provided herein for the purpose of paying all
costs of issuance incidental to or connected with the issuance of the 2003 Refunding Series A
Bonds and the refunding of all outstanding Series 1992 Bonds, Series 1994 Bonds and Series
1995 Bonds (or for making reimbursements to the Commission or any other person, firm or
corporation for such costs theretofore paid by him, her or it).

(b)  Before any payment is made by the Trustee to pay any expenses of issuance from
the 2003 Refunding Series A Expenses Fund, the Commission shall cause to be filed with the
Trustee a Written Requisition of the Commission that states the following (which shall be
sufficient evidence to the Trustee of the facts stated): :
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@) the item number of the payment;

(i)  the name and address of the person to whom payment is due;
(i) the amount to be paid;

(iv)  the purpose for which the obligation to be paid was incurred;

(v}  that obligations in the stated amounts have been incurred by the
Commission and that each item thereof is a proper charge; and

(vi)  that there has not been filed with or served upon the Commission notice
of any lien, right to lien or attachment upon, or claim affecting the right o receive
payment of, any of the moneys payable to any of the persons named in such Written
Requisition, which has not been released or will not be released smultaneously with the
payment of such obligation.

Upon receipt of each such Written Requisition, the Trustee will pay the amounts set
forth in such Written Requisition as directed by the terms thereof. The Trustee need not make
any such payment if it has received notice of any lien, right to lien or attachment upon, or claim
affecting the right to receive payment of, any of the moneys to be so paid, which has not been
released or will not be released simultaneously with such payment.

(c) The Trustee shall transfer any balance of money remaining in the 2003 Refunding

Series A Expenses Fund after the payment of all costs incidental to or connected with the

issuance of the 2003 Refunding Series A Bonds, and the refunding of the outstanding Series

1992 Bonds, Series 1994 Bonds and Series 1995 Bonds, on July 28, 2003 to the 2003 Refunding

Series A Reserve Account of the Bond Reserve Fund to the extent necessary at that time to

restore the Bond Reserve Fund to the amount of the Required Reserve, and then transfer any
remaining balance of money to deposit in the Interest Fund established pursuant to Section 5.01.

Not less than fifteen (15) days prior to making such transfer(s), the Trustee shall send a notice to

the Commission stating the date on which such transfer(s) will be made.

SECTION 3.04. Capital Project Fund.

@ The Commission hereby covenants and agrees to maintain hereunder the
separate fund known as the "Clean Water Revenue Bond Capital Project Fund" (herein called
the "Capital Project Fund"). The Treasurer shall hold the amounts on deposit in the Capital
Project Fund. The Controller shall maintain and account for the Capital Project Fund so long as
any moneys are on deposit therein. The Commission shall establish within the Capital Project
Fund separate Capital Project Accounts relating to separate Series of Bonds, to the extent
needed for a Series of Bonds.

(b)  Upon completion of the acquisition and construction of the Project, the
Commission may direct the transfer of any remaining balance in the Capital Project Fund to the
Interest Fund. Upon completion of acquisition or construction of the Project or any portion
thereof, the Commission shall file with the Trustee a Certificate or Written Statement of the
Commission stating the fact and date of such completion of construction.

(0) The moneys in the Capital Project Fund shall be held by the Treasurer in trust
and applied to the costs of acquisition, construction, expansion, improvement, financing and
refinancing of the Project and the expenses incident thereto or connected therewith, including, if
necessary, interest to the extent permitted by law, reimbursement to the Commission for
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expenses incurred prior to the issuance of the applicable Series of Bonds to the extent permitted
by law, and the costs incurred in connection with the issuance of the applicable Series of Bonds
to the extent not provided for.

(d)  The Treasurer shall pay out moneys from the Capital Project Fund only upon
warrants drawn by the Controller in the manner provided by law. No withdrawals shall be
made from the Capital Project Fund for any purpose not authorized by law.

SECTION 3.05. Issuance of Additional Bonds. In addition to the 2003 Refunding Series
A Bonds, the Commission may, subject to the requirements of the Law, by Supplemental
Indenture establish one or more other Series of Bonds payable from Net Revenues on a parity
with the 2003 Refunding Series A Bonds and secured by a lien upon and pledge of Net
Revenues equal to the lien and pledge securing the 2003 Refunding Series A Bonds, and the
Commission may issue and the Trustee may authenticate and deliver Bonds of any Series so
established, in such principal amount and for such lawful purpose or purposes (including
refunding of any Bonds issued hereunder and then Outstanding) as shall be determined by the
Commiission in said Supplemental Indenture, but only upon compliance by the Commission
with the provisions of Section 3.07, and subject to the following specific conditions, which are
hereby made conditions precedent to the issuance of any such additional Series of Bonds:

(a) No Event of Default shall have occurred and be continuing under this
Indenture or any Supplemental Indenture and no event shall have occurred which, but
for the passage of time or the giving of notice, would constitute an Event of Default
under the Indenture or any Supplemental Indenture.

(b) The Supplemental Indenture providing for the issuance of such
additional Series of Bonds shall require that the amount on deposit in the Bond Reserve
Fund to be established pursuant to Section 5.02 be increased, if and to the extent
necessary, immediately upon the receipt of the proceeds of the sale of such additional
Series of Bonds, to an amount equal to the Required Reserve. This deposit may be made
from such proceeds or any other source, as provided in the Supplemental Indenture.

(© The Supplemental Indenture providing for the issuance of such
additional Series of Bonds shall provide for the payment of interest and principal as
follows: :

- @ Principal on such Additional Bonds shall be payable either
semiannually on April 1 and October 1 of each year in which principal falls due
or annually on October 1 of each year in which principal falls due, and Term
Bonds of any Series shall have a principal maturity date of October 1. Interest on
such Additional Bonds' that are Current Interest Bonds shall be payable
semiannually on April 1 and October 1 of each year excepting the first year,
provided that the first installment of interest shall be payable on either April 1 or
October 1 and shall be for a period of not longer than twelve months and that the
interest shall be payable thereafter semiannually on April 1 and October 1.

()  Notwithstanding subsection (i), the Supplemental Indenture
authorizing the issuance of such Additional Bonds may provide for the payment
of principal and interest on dates other than those specified in subsection (j) if the
Supplemental Indenture provides for the monthly payment of a portion of
interest and principal becoming due and payable on the succeeding Interest
Payment Date and Principal Payment Date, as applicable, as set forth in detail in
the Supplemental Indenture.
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(i) Interest on any Bonds constituting Variable Rate Indebtedness or
Tender Indebtedness may be payable on such Payment Dates as shall be
specified in the Supplemental Indenture.

(d) F1xed serial maturities or. mandatory Minimum Sinking Fund Account
Payments, or any combination thereof, shall be established in amounts sufficient to
provide for the retirement of all of the Bonds of such additional Series on or before their
respective maturity dates, unless such Bonds are Balloon Indebtedness.

(e) The aggregate prmapal amount of Bonds issued hereunder shall not
exceed any limitation imposed by law or by any Supplemental Indenture.

- ® After the sale of the Series of Addlhonal Bonds proposed to be issued
(but prior to the issuance and delivery thereof and receipt of payment therefor), the
Commission shall file the following documents with the Trustee; these documents shall,
with respect to such Series of Additional Bonds, be based upon the actual interest rate or
rates determined at the time of sale thereof (except that, with respect to Variable Rate
Indebtedness, the interest rate for the Series of Additional Bonds shall be calculated in
accordance with the provisions of subsection (d) of the definitions of Average Annual
Debt Service and Maximum Annual Debt Service).

@ If any portion of the proceeds of such Series of Bonds is to be used
to finance construction of a Project, a certificate of the Consulting Engineers
setting forth (A) the estimated date of completion for the portion of the Project
for which such Series of Bonds is being issued and for any other uncompleted
portion of the Project, and (B) an estimate of the cost of construction of such
portion of the Project and of any other uncompleted portion of the Project. .

(ii) A Certificate of the Commission setting forth for each of the next
three Fiscal Years (and if any portion of the proceeds of such Series of Bonds is to
be used to finance construction, the three Fiscal Years following the Fiscal Year in
which the Consulting Engineers estimate such portion of the Project will be
completed) estimates of (A) Revenues, (B) Operation and Maintenance Costs of
the Enterprise and (3) Net Revenues.

@iii) A Certificate of the Commission setting forth (A) the estimates of
Net Revenues, as set forth in the Certificate of the Commission pursuant to
_ paragraph (ii) above, for each of such three Fiscal Years (and, if any portion of
the proceeds of such Series of Bonds is to be used to finance construction, the
three Fiscal Years following the Fiscal Year in which the Consulting Engineers
estimate such portion of the Project will be completed), (B) the Annual Debt
Service for each of such Fiscal Years, including Annual Debt Service as estimated
in such Certificate of the Commission with respect to future Series of Bonds, if
any, which such Certificate of the Commission shall estimate will be required to ~
complete payment of the cost of construction of such portion of the Project and
any other uncompleted portion of the Project, and (C) demonstrating that the
. estimated Net Revenues (together with any fund balances of the Commission
which are available for the payment of Debt Service but excluding the Bond
Reserve Fund) in each of the Fiscal Years set forth in (ii) above is at least equal to
1.25 times the Annual Debt Service for such respective Fiscal Years.
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(iv) A Certificate of the Commission that all of the requn‘ements of this
Section 3.05 have been met.

SECTION 3.06. Issuance of Additional Bonds for Refunding. In addition to the 2003
Refunding Series A Bonds, the Commission may, subject to the requirements of the Law, by
Supplemental Indenture establish one or more other Series of Bonds payable from Net
Revenues on a parity with the 2003 Refunding Series A Bonds and secured by a lien upon and
pledge of Net Revenues equal to the lien and pledge securing the 2003 Refunding Series A
Bonds, and the Commission may issue, and the Trustee may authenticate and deliver, Bonds of
any Series so established, for the purpose of refunding any Bonds issued hereunder and then
Outstanding, but only upon compliance by the Commission with the provisions of Section 3.07,
and subject to the following specific conditions, which are hereby made conditions precedent to
the issuance of any such additional Series of Bonds:

(@)  No Event of Default shall have occurred and be continuing under this

Indenture or any Supplemental Indenture and no event shall have occurred which, but

- for the passage of time or the giving of notice would constitute an Event of Default
under the Indenture or any Supplemental Indenture.

()  The Supplemental Indenture providing for the issuance of such
additional Series of Bonds shall require that the amounts on deposit in the Bond Reserve
Fund to be established pursuant to Section 5.02 be increased, if necessary, upon the
receipt of the proceeds of the sale of such additional Series of Bonds to an amount equal
to the Required Reserve. This deposit may be made from such proceeds or any other
source, as provided in the Supplemental Indenture.

(©) The "Supplemental Indenture pfov1d1ng for the issuance of such
additional Series of Bonds shall provide for the payment of interest and principal as -
follows: .

: @ Principal on such Additional Bonds shall be payable either
semiannually on April 1 and October 1 of each year in which principal falls due
or annually on October 1 of each year in which principal falls due, and Term
Bonds of any Series shall have a principal maturity date of October 1. Interest on
such Additional Bonds that are Current Interest Bonds shall be payable
semiannually on April 1 and October 1 of each year excepting the first year,
provided that the first instaliment of interest shall be payable on either April 1 or
October 1 and shall be for a period of not longer than twelve months and that the
interest shall be payable thereafter semiannually on April 1 and October 1.

(i) NotW1thstand1ng subsection (i), the Supplemental Indenture
authorizing the issuance of such Additional Bonds may provide for the payment
of principal and interest on dates other than those specified in subsection (i) if the
Supplemental Indenture provides for the monthly payment of a portion of
interest and principal becoming due and payable on the succeedmg Interest
Payment Date and Principal Payment Date, as applicable, as set forth in detail in
the Supplemental Indenture.

(i)  Interest on any Bonds constituting Variable Rate Indebtedness or
Tender Indebtedness may be payable on such Payment Dates as shall be
specified in the Supplemental Indenture providing for the issuance of such
Bonds.
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(d)  Fixed serial maturities or mandatory Minimum Sinking Fund Account
Payments, or any combination thereof, shall be established in amounts sufficient to
provide for the retirement of all of the Bonds of such additional Series on or before their
respective maturity dates, unless such Bonds are Balloon Indebtedness.

(e The aggregate principal amount of Bonds issued hereunder shall not
exceed any limitation imposed by law or by any Supplemental Indenture.

() - The proceeds of the Bonds of such additional Series shall be used,
together with any other available moneys, to refund (by defeasance, current refunding
or crossover refunding) all or a portion of the Bonds then Outstanding, and the Average
Annual Debt Service for the Bonds of such additional Series (during the period from
their issuance to their last maturity date) shall be equal to or less than the Average
Annual Debt Service on the Bonds to be refunded (during the period from the issuance
of the additional Series to the last maturity date of the Bonds to be refunded).

(g)  After the sale of the additional Series of Bonds proposed to be issued (but
prior to the issuance and delivery thereof and receipt of payment therefor), the
Commission shall file the following documents with the Trustee; these documents shall,
with respect to such additional Series of Bonds, be based upon the actual interest rate or
rates determined at the time of sale thereof.

@) A Certificate of the Comrmssmn that all of the reqmrements of this
Section 3.06 have been met.

@ A certificate of one or more Qualified Financial Advisors that the
requirements of subsection (€) of this Section have been met.

SECTION 3.07. Proceedings for the Issuance of Additional Series of Bonds.

(a) Whenever the Commission determines to issue an additional Series of Bonds
pursuant to Section 3.05 or 3.06, as the case may be, the Commission shall execute or adopt a
Supplemental Indenture providing for the issuance of such additional Series of Bonds.

(b) Such Supplemental Indenture shall specify the maximum principal amount of
Bonds of such Series, provide for the distinctive designation.of Bonds of such Series, and
prescribe the other terins and conditions of such additional Series of Bonds in accordance with
this Indenture and subject to the provisions of Section 3.05 or 3.06, as the case may be. The
Commission may by such Supplemental Indenture prescribe any provisions respecting the
Bonds of such Series not inconsistent with the terms of this Indenture, including registration,
transfer and exchange provisions, provisions for the payment of principal and interest and
sinking fund provisions

(c) Before such additional Series -of Bonds may be issued and dehvered the
Commission shall file the following documents with the Trustee: :

()] An Opinion of Counsel setting forth (1) that such counsel has examined
the Supplemental Indenture and found it to be in compliance with the requirements of
this Indenture; (2) that the execution and delivery of the additional Series of Bonds have
been sufficiently and duly authorized by the Commission; (3) that said additional Series.
of Bonds, when duly executed by the Commission and, if required, authenticated and
delivered by the Trustee, will be valid and binding special obligations of the
Commission, payable from Net Revenues as provided herein; and (4) that the issuance

420



of the additional Series of Bonds will not adversely affect the exclusion from federal ‘
income taxation of interest on any Bonds then Outstanding,.

(ii) The certificates and reports required by Section 3.05 (if the Additional
Bonds constitute an additional lien on the Net Revenues) or 3.06 (if the Additional
Bonds are issued to refund any Outstanding Bonds), as appropriate. -

(i) The Supplemental Indenture, duly executed or certified and approved by
- the Trustee. - '

(d) Upon the delivery to the Trustee of the foregoing instruments, the Trustee shall
authenticate and deliver said additional Series of Bonds, in the aggregate principal amount
specified in such Supplemental Indenture, to, or upon the Written Request of, the Commission,
when such additional Series of Bonds shall have been presented to it for that purpose.

SECTION 3.08. No Issuance of Additional Bonds or Other Obligations Except as
Permitted Herein; Exceptions. So long as any of the Bonds remain Outstanding, the

Commission may issue any Additional Bonds or obligations payable from Net Revenues on a
parity with the Bonds only pursuant to Sections 3.05, 3.06 and 3.07, except under any of the
~ following conditions, in which case none of the limitations or restrictions on the issuance of-
additional Series of Bonds set forth in Sections 3.05, 3.06 and 3.07 shall be applicable:

(a) if the Owners of a majority in aggregate amount of the Bond Obligation and any ‘
Credit Provider consent in writing to the issuance of such Additional Bonds or obligatioris, or

.(b) the obligation constitutes debt of the Commission (including without limitation
loan agreements entered into between the Commission and the State of California (or any
board, department or agency thereof) to finance or refinance additions, betterments, extensions,
repairs, renewals or replacements to the Enterprise) payable by its terms from Net Revenues on
a subordinate basis to the payment of Debt Service on the Bonds.

In addition, the Commission may enter into addmonal Senior State Loans and into
Parity State Loans if no Event of Default has occurred and is continuing under this Indenture or
any Supplemental Indenture (and no event has occurred which, but for the passage of time or
the giving of notice, would constitute an Event of Default under the Indenture or any
Supplemental Indenture) and, in connection with the execution and delivery of such Senior
State Loans or Parity State Loans, as applicable, the Commission delivers a Certificate to the
Trustee setting forth, for each of the next three Fiscal Years after the delivery of the Senior State
Loans or Parity State Loans, as applicable, (i) the Revenues, Operation and Maintenance Costs
of the Enterprise and Net Révenues (assuming the delivery of the Senior State Loans, as
applicable) and (ii) the Annual Debt Service (assuming the delivery of the Parity State Loans, as
applicable), and demonstrating that the estimated Net Revenues (together with any fund
balances of the Commission which are available for Debt Service, but excluding the Bond

Reserve Fund), in each of such Fiscal Years is at least equal to 1.25 times the Annual Debt
Service.

SECTION 3.09. Validity of Bonds. The validity of the authorization and issuance of the
Bonds shall not be dependent on or affected in any way by any proceedings taken by the
Commission for the improvement of the Enterprise, or by any contracts made by the
Commission in connection therewith, or the failure to construct the Project, the Enterprise or
any part thereof. The recital contained in the Bonds that they are regularly issued pursuant to

the Law shall be conclusive evidence of their validity and of compliance with the provisions of
law in their issuance.
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ARTICLEIV

REDEMPTION OF 2003 REFUNDING SERIES A BONDS; GENERAL REDEMPTION
PROVISIONS

SECTION 4.01. Terms of Redemption.

(a) Optional Redemption. 2003 Refunding Series A Bonds due on or before October
1, 2012, are not subject to redemption before their respective stated maturities. 2003 Refunding
Series A Bonds due on or after October 1, 2013 are subject to optional redemption prior to their
respective stated maturities, at the option of the Commission, from and to the extent of any
source of available funds, as a whole or in part on any date on or after April 1, 2013, by such
maturities or portions of maturities as shall be determined by the Commission if less than all of
the 2003 Refunding Series A Bonds are to be called for prior redemption and by lot within any
such maturity if less than all of the 2003 Refunding Series A Bonds of such maturity are to be
redeemed, at the principal amount of 2003 Refunding Series A Bonds to be redeemed, plus
accrued interest thereon to the date fixed for redemption, without premium.

(b)  Notice of Optional Redemption. The Commission shall give the Trustee written
notice at least 45 days before any date fixed for the redemption of Bonds to be redeemed
pursuant to subsection (a) above, of the fact and date of redemption and of the principal
amount of 2003 Refunding Series A Bonds, and the maturities or portions thereof to be
redeemed. :

. (<) Redemption of Additional Series of Bonds. Any Series of Bonds, other than 2003
Refunding Series A Bonds, may be made subject to redemption prior to maturity, as a whole or
in part, at such time or times, and upon payment of the principal amount thereof plus such
premium or premiums, if any, as may be determined by the Commission at the time such Series
is authorized and as shall be set forth in the Supplemental Indenture authorizing such Series.

SECTION 4.02. Selection of Bonds for Redemption. Whenever less than all of the Bonds

" of any one maturity and tenor of any Series are called for redemption and such Bonds are

redeemable by lot, the Trustee shall select the Bonds of such maturity and tenor to be redeemed,
from the Outstanding Bonds of such maturity and tenor, by lot or by any other manner which
the Trustee deems fair and equitable. For purposes of such selection, Bonds shall be deemed to
be composed of $5,000 portions (of principal in the case of Current Interest Bonds or of Accreted
Value at maturity in the case of Capital Appreciation Bonds) and any such portion may be
redeemed separately. The Trustee shall promptly notify the Commission in writing of the
numbers of the Bonds 50 selected for redemption.

SECTION 4.03. Notice of Redemption. (a) The Trustee shall mail notice of redemption,
not less than 30 nor more than 60 days prior to the redemption date, to (i) the respective Owners
of any Bonds designated for redemption at their addresses appearing on the bond registration
books of the Trustee, (ii) the Securities Depositories and (iii) one or more Information Services.

(b) Each notice of redemption shall state the date of such notice, the Series of Bonds
to be redeemed, the date of issue of such Series of Bonds, the redemption date, the redemption
price including, in the case of Capital Appreciation Bonds, the Accreted Value thereof, the place
or places of redemption (including the name and appropriate address or addresses of the
Trustee), the CUSIP number (if any) of the maturity or maturities, and, if less than all of any
such maturity is to be redeemed, the distinctive certlﬂcate numbers of the Bonds of such
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maturity, to be redeemed, and, in the case of Bonds to be redeemed in part only, the respective
portions of the principal amount thereof to be redeemed. Each such notice shall also state that
on said date there will become due and payable on each of said Bonds the principal amount
thereof or of said specified portion of the principal amount thereof in the case of a Bond to be
redeemed in part only, together with interest accrued thereon to the redemption date, and the
premium, if any, thereon (such premium to be specified) and that from and after such
redemption date interest thereon shall cease to accrue, and shall require that such Bonds be then
surrendered at the address or addresses of the Trustee specified in the redemption notice.

(c)  Failure by the Trustee to give notice pursuant to this Section 4.03 to any one or
more of the Information Services or Securities Depositories, or the insufficiency of any such
notices shall not affect the sufficiency of the proceedings for redemption. Neither failure by the
Trustee to mail notice of redemption pursuant to this Section 4.03 to any one or more of the
respective Owners of any Bonds designated for redemption nor any defect in such notice shall
affect the sufficiency of the proceedings for redemption with respect to the Owners to whom
such notice was mailed.

(d) Notice of redemption of Bonds shall be given by the Commission or, at the
request of the Commission, by the Trustee for and on behalf and at the expense of the
Commission.

SECTION 4.04. Partial Redemption of Bond. Upon surrender of any Bond redeemed in
part only (except as otherwise provided in Section 2.09(c)), the Commission shall execute and
the Trustee shall authenticate and deliver to the Owner thereof, at the expense of the
Commission, a new Bond or Bonds of authorized denominations equal in aggregate principal
amount to the unredeemed portion of the Bond surrendered and of the same Series, tenor,
interest rate and maturity.

SECTION 4.05. Effect of Redemption. (a) When notice of redemption has been duly
given under this Indenture, and moneys for payment of the redemption price are held by the
Trustee, the Bonds so called for redemption shall, on the redemption date designated in such
notice, become due and payable at the redemption price specified in such notice; and from and
after the date so designated, interest on the Bonds so called for redemption shall cease to accrue,
those Bonds shall cease to be entitled to any benefit or security under this Indenture, and the
Owners of those Bonds shall have no rights in respect thereof except to receive payment of the
redemption price thereof. The Trustee shall, upon surrender for payment of any of said Bonds
(except as otherwise provided in Section 2.09(c)), pay such Bonds at the redemption price as "
aforesaid, together with accrued interest thereon. A :

(b). All Bonds redeemed pﬁrsuant to the provisions of this. Article shall be cancelled
upon surrender, and no Bonds shall be issued in place thereof.

SECTION 4.06. Rescission of Notice of Redemption. The Commission may, at its
option, prior to the date fixed for redemption in any notice of redemption rescind and cancel
such notice of redemption by Written Request to the Trustee and the Trustee shall mail notice of
such cancellation to the recipients of the notice of redemption being cancelled.

4723




ARTICLEV
REVENUES AND FUNDS

SECTION 5.01. Pledge and Assignment of Net Revenues: Revenue Fund.

(a) Establishment of Revenue Fund. In accordance with the Charter, but subject to
the budget and fiscal provisions of the Charter, whenever revenue bonds issued by the
Commission pursuant to the Charter or refunding bonds of such revenue bonds are
Outstanding, all of the Revenues of the Enterprise shall be set aside and deposited into a fund in
the City treasury heretofore established and known as the "Enterprise Révenue Fund" (herein
called the "Revenue Fund"). All amounts paid into the Revenue Fund shall be maintained by
the Treasurer separate and apart from all other City funds. Separate accounts shall be kept of
the Revenue Fund with respect to receipts and disbursements. The Revenue Fund shall be
exempted from the requirements of the Charter.

(b) Priority of Disbursements from Revenue Fund. Moneys in the Revenue Fund,
including earnings thereon, shall be appropriated, transferred, expended or used for the
following purposes, and only in accordance with the following priority:

6)) the payment of the Operation and Maintenance Costs of the Enterprise;
(ii) the payment of Senior State Loans;

(iii) the payment of Bonds, Parity State Loans, Policy Costs and amounts due
as reimbursement under any Letter of Credit Agreement, as provided in this Article V
and, as applicable, any Supplemental Indenture; and

(iv)  any other lawful purpose of the Commission.

(©) Pledge of Net Revenues; Perfection of Lien. (i) Subject to the provisions of
subsections (a) and (b) above, all of the Net Revenues (except amounts on deposit in the various

Rebate Funds) are hereby irrevocably pledged to the punctual payment of the principal of and
interest and redemption premium, if any, on the Bonds and the Policy Costs, and the Net
Revenues shall not be used for any other purpose while any of the Bonds remain Outstanding
or Policy Costs remain unpaid; except that the Net Revenues may be used for such purposes as
are expressly permitted in the Charter and herein. Pursuant to Section 5451 of the California
Government Code, said pledge shall constitute a lien on and security interest in the Net
Revenues for the payment of the Bonds and the Policy Costs in accordance with the terms
thereof and hereof, and shall immediately attach to the collateral and be effective, binding, and
enforceable against the Commission, its successors, purchasers of the Net Revenues, creditors
and all others asserting any rights thereto, irrespective of whether such parties have notice of
such pledge and without the need for any physmal delivery, recordahon, filing or further act.

' (ii) The Commission will not take any action which alters the pledge of Nef
Revenues or the order of priority of payment of the Net Revenues used for the payment of
principal of and interest on the Bonds.

(d) Disposition of Excess Amounts in Revenue Fund. Except as otherwise provided
“in a Supplemental Indenture, all moneys remaining in the Revenue Fund on each October 5 (or

on such earlier day as the amounts required for the transfers set forth in Sections 5.03, 5.04 and
5.05 are on deposit in the Revenue Fund), after the setting aside and transferring of all of the
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amounts required to be set aside or transferred by the Treasurer under Sections 5.03, 5.04 and
5.05, shall be applied for any lawful purpose of the Commission.

SECTION 5.02. Establishment and Maintenance of Funds for Net Revenues; Use and
Withdrawal of Revenues. (a) The Trustee shall establish and maintain, in trust, so long as any
Bonds are Outstanding, the Interest Fund, Principal Fund, and Bond Reserve Fund. The
Trustee shall hold all amiounts deposited in each of these funds in trust and apply, use and
withdraw those funds only for the purposes authorized in this Indenture.

(b)  After the making of the payments required by subsections 5.01(b)(i) and (ii)the
Commission shall transfer all Net Revenues in the Revenue Fund, on a parity basis, as follows:
(i) to the Trustee, at the times-and in the amounts set forth in Sections 5.03, 5.04 and 5.05 hereof,
for deposit in the following funds, to the extent necessary, in the following order of priority: the
Interest Fund, Principal Fund, and Bond Reserve Fund, and (ii) as needed for the payment of
any Parity State Loans. The requirements of the Interest Fund, the Principal Fund and the
Reserve Fund at the time of deposit shall be satisfied before any transfer is made to any fund
subsequent in priority. The Trustee shall disburse amounts on deposit in these funds in
accordance with Sections 5.03, 5.04 and 5.05 hereof.

SECTION 5.03. Interest Fund.

(a) On or before 5 Business Days before each Interest Payment Date, the Treasurer
shall pay to the Trustee for deposit in the Interest Fund an amount equal to the interest
becoming due and payable on the Outstanding Current Interest Bonds on that Interest Payment
Date (taking into account amounts on deposit in the Interest Fund and available for the
payment of interest on such Interest Payment Date and excluding any interest for which there is
moneys deposited in the Interest Fund or the Capital Project Fund from the proceeds of any
Series of Bonds or other source and reserved as capitalized mterest to pay such interest on such
Interest Payment Date). .

(b) The Trustee shall use and withdraw moneys in the Interest Fund solely for the
purpose of paying the interest on the Bonds as it becomes due and payable (including accrued
interest on any Bonds purchased or redeemed prior to maturity under this Indenture).

SECTION 5.04. Principal Fund; Sinking Fund Accounts.

(@) On or before 5 Business Days before each Principal Payment Date, the Treasurer
shall pay to the Trustee for deposit in the Principal Fund an amount equal to at least the.
following:

(i)  -the aggregate amount of Bond Obligation becoming due and payable on
the Outstanding Serial Bonds of all Series having a maturity date on the next succeeding
Principal Payment Date, plus ,

@)  the aggregate of the Minimum Sinking Fund Account Payments to be
paid on the next succeeding Principal Payment Date into the respective Sinking Fund
Accounts for the Term Bonds of all Series for which Sinking Fund Accounts have been
created (all such Minimum Sinking Fund Account Payments shall be made without
priority of any payment into any one such Sinking Fund Account over any other such
payment), plus
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‘(i)  if any Balloon Indebtedness is Outstanding and principal is due on such
Balloon Indebtedness on or prior to the next succeeding Principal Payment Date,
sufficient amounts to pay when due the Balloon Indebtedness, plus

(iv) ' if any Letter of Credit Agreement has been entered into on a parity with
the Bonds, sufficient amounts to pay when due the obligations of the Commission under
such Letter of Credit Agreement due on the next succeeding Maturity Date.

() If the moneys in the Principal Fund on any Principal Payment Date are less than
the amount of Bond Obligation and redemption premium on the Outstanding Term Bonds
required to be redeemed or paid at maturity on such Principal Payment Date, plus the Balloon
Indebtedness and the obligations of the Commission under any Letter of Credit Agreements
due on such Principal Payment Date, then the moneys in the Principal Fund shall be applied on
a Proportionate Basis and in such proportion as the Serial Bonds, Term Bonds, Balloon
Indebtedness and Letter of Credit Agreement obligations bear to each other.

(©) No deposit need be made into the Principal Fund so long as it contains an
amount equal to an amount sufﬁaent to make the payment required under subsection (a)
above.

(d)  The Trustee shall use and withdraw all moneys in the Principal Fund solely for
the purpose of paying the Bond Obligation of the Bonds, any Balloon Indebtedness and any
Letter of Credit Agreement obligations when due and payable, except that the Trustee shall use
and withdraw all moneys in any Sinking Fund Account (except as otherwise provided in Article
VII hereof) only to purchase or to redeem or to pay at maturity Term Bonds of the Series for
which such Sinking Fund Account was created, as provided in this Indenture or in any
Supplemental Indenture.

SECTION 5.05. Bond Reserve Fund; Reserve Accounts.

(a) On or before 5 Business Days before each Interest Payment Date, the Treasurer
shall pay to the Trustee for deposit in the Bond Reserve Fund the aggregate amount of each
unreplenished prior withdrawal from the Bond Reserve Fund until there is on deposit in the
Bond Reserve Fund a balance equal to the Required Reserve.

(b) If a Bond Reserve Fund Policy satisfies all or a portion of the Required Reserve
and a drawing is made on the Bond Reserve Fund Policy, on or before 5 Business Days before
éach Interest Payment Date, the Treasurer shall pay to the Trustee or to the Bond Reserve Fund
Policy Provider, with notice to the Trustee, an amount at least equal to the aggregate amount of
Policy Costs owing with respect to such Bond Reserve Fund Policy. If the Trustee receives such
payment, it shall immediately remit the same to the Bond Reserve Fund Policy Provider.

(© No deposit need be made into the Bond Reserve Fund so long as there exists in
the Bond Reserve Fund an amount equal to the Required Reserve, or when and if the sum of the
amounts contained (excluding all Bond Reserve Fund Policies) therein and in the Interest Fund
and in the Principal Fund is at least equal to the sum of the aggregate principal amount of all of
the Bonds then Outstanding and all of the interest then due or thereafter to become due on all
such Bonds..

(d) ', The Trustee shall establish and hold within the Bond Reserve Fund a 2003
Refunding Series A Reserve Account with respect to the 2003 Refunding Series A Bonds and a
similar account for each additional Series of Bonds issued hereunder. There shall be deposited
into each Reserve Account an amount equal to that portion of the Required Reserve funded
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from the Series to which it relates upon the issuance of such Series. Upon the issuance of
Additional Bonds, the Commission shall advise the Trustee of the portlon of the Required
Reserve to be maintained in each Reserve Account. )

(¢)  The Trustee shall use and withdraw cash amounts on deposit in the respective
Reserve Accounts within the Bond Reserve Fund on a proportionate basis solely to pay the
principal of, Minimum Sinking Fund Account Payments with respect to, and interest on, any of
the Outstanding Bonds in the event that no other moneys are available therefor, or for payment
or redemption of Outstanding Bonds. However, the Trustee shall apply any Bond Reserve
Fund Policy on deposit in a Reserve Account solely to the payment of the Series of Bonds to
which such Reserve Account relates, and such Bond Reserve Fund Policy shall not be available
for payment of any other Series of Bonds.

® Following application of all other funds held in the Reserve Account relating to a
Series of Bonds, the Trustee shall draw under any Bond Reserve Fund Policy issued with
respect to such Series of Bonds, in a timely manner and pursuant to the terms of such Bond
Reserve Fund Policy, to the extent necessary in order to obtain sufficient funds on or prior to the
date such funds are needed to pay the Bond Obligation of, Minimum Sinking Fund Account
Payments with respect to, and interest on such Series of Bonds when due.

(g  If the Trustee has notice that any payment of principal of or interest on a Bond
has been recovered from its Bondowner under the United States Bankruptcy Code by a trustee
in bankruptcy in accordance with the final, nonappealable order of a court having competent
jurisdiction, the Trustee, pursuant to the terms of the Bond Reserve Fund Policy, if any, securing
the Series of Bonds of which such Bond is a part, shall so notify the Bond Reserve Fund Policy
. Provider and draw on such policy to the lesser of the extent required or the maximum amount
- of such policy in order to pay to such Bondowners the principal of and interest so recovered.

(h) If and to the extent that more than one Bond Reserve Fund Policy satisfies the
portion of the Required Reserve relating to a Series of Bonds, drawings under such Bond
Reserve Fund Policies and payment of Policy Costs with respect to such Bond Reserve Fund
Policies shall be made on a pro rata basis (calculated by reference to the maximum amounts of
such Bond Reserve Fund Policies).

()] If a Bond Reserve Fund Policy is deposited in a Reserve Account in which cash
has been previously deposited in satisfaction of the Required Reserve for the applicable Series
of Bonds, the Trustee shall release cash from that Reserve Account in an amount equal to the
Bond Reserve Fund Policy being deposited, and shall transfer the cash so released to the
Commission to be used for any lawful purpose, provided, however, that the Commission shall
- ensure that the use of any cash so released will not adversely affect the exclusion from gross
income of the interest on the Bonds under Section 103 of the Code.

G Deposits to the Bond Reserve Fund shall be applied on a pro rata basis to the
respective Reserve Accounts, calculated by reference to the amounts initially deposited in such
Reserve Accounts, and within each Reserve Account first to satisfying any portion of the
Required Reserve to be maintained within such Reserve Account not covered by a Bond
Reserve Fund Policy, and second to the pro rata payment of Policy Costs until satisfied.

(k) So long as the Commission is not in default hereunder, and in each Reserve -
Account there is a balance equal to the Required Reserve for the Series of Bonds relating to that
Reserve Account, the Trustee shall withdraw any amount in the Bond Reserve Fund in excess of
the Required Reserve, semiannually on March 15 and September 15 of each year, and transfer
that amount to the Treasurer for deposit in the Revenue Fund or, during the period of
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construction of the Project or any portion thereof, the Capital Project Account for the related
Series of Bonds. Notwithstanding the foregoing, the Commission shall have the right to request
the Trustee to withdraw excess amounts on deposit in the Bond Reserve Fund at any time.

® Unless otherwise provided in a Supplemental Indenture, amounts on deposit in
any Reserve Account shall be available for the payment of Debt Service, but only with respect to
the Bonds.

SECTION 5.06. Deposit and Investment of Moneys in Funds.

(@ All moneys held by the Treasurer in the Revenue Fund or the Capital Project
Fund may be invested in Legal Investments, maturing not later than the date on which such
moneys are required for payment by the Treasurer.

(b)  All moneys held by the Trustee. and allocated to any of the funds held by it,
subject to the restrictions set forth in the Arbitrage Certificate, shall be invested in Permitted
Investments, as directed by the Commission, maturing not later than the date on which such
moneys are required for payment by the Trustee, except that moneys in the Bond Reserve Fund
shall be deposited or invested in Permitted Investments which mature not more than seven
years from the date of investment or the final date of maturity of the Outstandmg Bonds,
whichever is earlier. :

© If at any time any of the investments stated to be Permitted Investments under
this Indenture cease to be a Legal Investment for the funds held hereunder, the Commission
shall so advise the Trustee by a Written Statement. The Trustee shall not be responsible for
making any investment which is not a Legal Investment if the Commission has not previously
delivered a Written Request or Statement correctly advising the Trustee that such investment
was no longer a Legal Investment.

(d) Permitted Investments on deposit in the Bond Reserve Fund or in any account
therein shall not have a maturity extending beyond five years from the date of acquisition
thereof unless otherwise approved by the Credit Provider or unless such Permitted Investment
is described in clause (i) of the definition thereof.

(e) For the purpose of determining the amount of money in the Bond Reserve Fund,
all investments of moneys therein shall be valued at least annually at the market value of such
investments.

. All interest received on any moneys held and invested by the Treasurer or the
Trustee under this Indenture shall be deposited in the Revenue Fund, except:

(i) all interest received on any moneys invested in the Principal Fund,
Interest Fund or Rebate Fund shall remain in the Principal Fund, Interest Fund or Rebate
Fund, respectively, and

. (i) - prior to receipt by the Trustee of notice of conipletion of construction of
the Project or any portion thereof, all interest received on any moneys invested in the
Capital Project Fund shall remain in the Capital Project Fund held by the Treasurer; and

(iii) = all interest on any amounts on deposit in the Bond Reserve Fund to the

extent that amounts on deposit in the Bond Reserve Fund exceed the Required Reserve
shall be deposxted in the Interest Fund
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(g)  The Trustee may sell or present for redemption any obligations so purchased by
it whenever it is necessary in order to provide moneys to meet any payment, and the Trustee
shail not be liable or responsible for any loss resulting from such investment. The Trustee may
act as principal or agent in the acquisition or disposition of any investment. The Trustee may
commingle any of the moneys held by it under this Indenture for investment purposes only;
provided, however, that the Trustee shall account separately for the moneys belonging to each
fund or account established pursuant to this Indenture and held by it. "

SECTION 5.07. Interest Rate Swaps.

(@) The Commission may and the Trustee shall, upon the Written Request or
Statement of the Commission, enter into an interest rate swap agreement corresponding to the
interest rate or rates payable on a Series of Bonds or any portion thereof, provided that the
Trustee is supplied with an Opinion of Counsel to the effect that (i) such action is permitted
under the laws of the State of California, (ii) entering into the interest rate swap agreement will
not adversely affect the tax-exempt status of interest on the bonds, and (iii) entering into the
interest rate swap agreement complies with the terms of this Indenture. The amounts received
by the Commission or the Trustee, if any, under such a swap agreement may be applied to the
deposits required hereunder. The entity with which the Commission or the Trustee may
contract for an interest rate swap is limited to entities that are rated in one of the two highest
short-term or long-term debt rating categories by Moody's and S&P. If the Commission so
designates, amounts payable under the interest rate swap agreement shall be made on a parity
basis with payments on the Bonds and, in such event, the Commission shall pay to the Trustee
for deposit in the Interest Fund, at the times and in the manner provided by Section 5.03, the
amounts to be paid under such interest rate swap agreement, as if such amounts were
additional interest due on the Bonds to which such interest rate swap relates.

(b) Notwithstanding stibsection (a) above, the Comrhission shall not enter into an

interest rate swap agreement without first making the determination required pursuant to
Section 5922 of the California Government Code.
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| ARTICLE VI
COVENANTS OF THE COMMISSION

SECTION 6.01. Payment of Principal and Interest. The Commission will punctually pay
or cause to be paid the principal and interest (and premium, if any) to become due in respect of
every Bond issued hereunder at the times and places and in the manner provided herein and in
the Bonds, in strict conformity with the terms of the Bonds and of this Inden’cure, but solely
from Net Revenues, as provided herein.

SECTION 6.02. Against Encumbrances,

(a) Subject to any rights of the United States of America or the State of California,
and subject to Section 6.03 below, the Commission will not mortgage or otherwise encumber,

- pledge or place any charge upon the Enterprise or any part thereof, or upon any of the Net

Revenues, pnor to or on a parity with the Bonds, provided that Letter of Credit Agreements
entered into in connection with Balloon Indebtedness, Variable Rate Indebtedness or Tender
Indebtedness may be payable on a parity with the Bonds.

(b) So long as any Bonds are Outstanding, the Commission will not issue any bonds
or obligations payable from Net Revenues or secured by a pledge, lien or charge upon Net
Revenues prior to or on a parity with the Bonds, other than the Bonds, provided that Letter of
Credit Agreements entered into in connection with Balloon Indebtedness, Variable Rate

- Indebtedness, or Tender Indebtedness may be payable on a parity with the Bonds.

(¢)° Nothing in this Indenture, and particularly nothing in subsections (a) or (b) of
this Section 6.02, shall prevent the Commission from authorizing and issuing bonds, notes,
warrants, certificates or other obligations or evidences of indebtedness which as to principal or
interest, or both, (i) are payable from Net Revenues after and subordinate to the payment from
Net Revenues of the principal of and interest on the Bonds, or (ii) are payable from moneys
which are not Revenues as such term is defined in this Indenture.

SECTION 6.03. Sale or Other Disposition of Property.

(a) The Commission will not sell or otherwise dispose of the Enterprise or any part
thereof essential to the proper operation of the Enterprise or to the maintenance of the Revenues
except as herein expressly permitted. The Commission will not enter into any lease or
agreement which impairs the operation of the Enterprise or impedes the rights of the Owners.of
the Bonds with respect to the Net Revenues or the operation of the Enterprise, but the
Commission may enter into any lease or agreement concerning all or any part of the Enterprise
if such lease or agreement will not impair the operation of the Enterprise or impede the rights of
the Owners of the Bonds with respect to the Net Revenues or the operation of the Enterpnse

(b) Any real or personal property which has become nonoperatwe or Wluc:h is not

needed for the efficient and proper operation of the Enterprise, or any material or equipment
which has worn out, may be sold if all of the net proceeds of such sale (less any amounts
payable to the United States of America or the State of California or required by the United
States of America or the State of California to be deposited in a restricted fund) are deposited in
the Revenue Fund.
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()  The Commission hereby expressly reserves the right to sell all or a portion of the
Enterprise, and to enter into and execute agreements for and to complete such sale, but subject
to the following specific conditions, which are hereby made conditions precedent to such sale:

6] The Commission shall be in compliance with all covenants set forth in
this Indenture and in all Supplemental Indentures theretofore adopted by the
Commission, and no Event of Default shall have occurred and be continuing under this
Indenture or any Supplemental Indentures theretofore adopted by the Commission (and
no event shall have occurred which but for the passage of time would constitute an
Event of Default under the Indenture or any Supplemental Indenture). The Commission
shall file a Certificate of the Commission to that effect with the Trustee.

(i -The Commission shall determine by resolution whether the net proceeds
of the sale (less any amounts payable to the United States of America or the State of
California or required to be deposited in a restricted fund) are to be used for the
redemption of Bonds or for the making of additions or improvements to or extensions of
the Enterprise.

(iii)  If the Commission determines that the net proceeds of the sale (less any
amounts payable to the United States of America or the State of California or required to
be deposited in a restricted fund) are to be used for the redemption of Bonds, such
proceeds of the sale shall be deposited with the Trustee, and the followmg conditions
shall be satisfied:

(A) The Commission shall adopt a resolution providing for the
redemphon of the maximum principal amount of Bonds which can be redeemed
from such proceeds of such sale, or, if no Bonds are subject to redemption on the
next succeeding Interest Payment Date, duectmg the Trustee (1) to hold such
proceeds in trust, (2) to invest such proceeds in the investments permitted in
Section 5.06 until any Bonds shall become redeemable, subject to any restrictions
imposed by Section 6.17 hereof, (3) to deposit- the interest and income on such
proceeds in the Revenue Fund as such interest and income is received, and (D) to
use such proceeds to redeem Bonds in the amount and manner specified in this
Indenture and any Supplemental Indenture on the first Interest Payment Date on
which the Bonds can be redeemed; and a certified copy of such resolution shall
have been filed with the Trustee along with a Written Request or Certificate of
the Comxmssmn contammg such direction.

(B)  If such proceeds are not to be immediately used for the
redemption of Bonds but instead are to be held by the Trustee until Bonds
become redeemable, the Commission shall file with the Trustee a written report
of an Independent Certified Public Accountant stating (1) the amount of
proceeds to be deposited with the Trustee from such sale, (2) an estimate of the

- total amount of Bond Obligation and the amount of Bonds of each maturity
which could be redeemed from such proceeds on the first Interest Payment Date
on which Bonds are redeemable, and (3) the estimated annual interest and
income to be earned on such proceeds while held and invested by the Trustee.
Such interest and income on such proceeds upon receipt by the Trustee shall be
deposited in the Revenue Fund and shall be treated as Revenues for all purposes
of this Indenture, including determuung whether the Commission is in
compliance with the covenant contained in Section 6.13.
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(C) If such proceeds of such sale are to be immediately used to
redeem Bonds, the Net Revenues for the last Fiscal Year or last recorded twelve-
month period preceding the date of the adoption by the Commission of the
resolution authorizing such sale, less a deduction for the portion of such Net
Revenues attributable to the portion of the Enterprise to be sold, all as shown by -
a certificate or opinion of an Independent Certified Public Accountant or a
written report of a Qualified Independent Consultant, shall have produced a
sum equal to at least 1.25 times Maximum Annual Debt Service on the Bonds to
be Qutstanding following the redemption of Bonds from the proceeds of such
sale.

(D) If such proceeds are not to be immediately used for the
redemption of Bonds but instead are'to be held by the Trustee until Bonds
become redeemable, the Net Revenues for the last Fiscal Year or last recorded
twelve-month period preceding the date of adoption by the Commission of the
resolution authorizing such sale, less a deduction for the portion of such Net
Revenues attributable to the portion of the Enterprise to be sold, plus an
allowance for the estimated annual interest or income to be earned on the
invested proceeds of such sale while held and invested by the Trustee, all as
shown by a certificate or opinion of an Independent Certified Public Accountant
or a written report of a Qualified Independent Consultant, shall have produced a
‘sum equal to at least 1.25 times Maximum Annual Debt Service.

(iv)  If the Commission determines that the net proceeds of the sale (less any
amounts payable to the United States of America or the State of California or required to
be deposited in a restricted fund) are to be used for the making of additions or
improvements to or extensions of the Enterprise, such proceeds of the sale shall be
deposited by the Treasurer in a special fund in trust to be held by the Treasurer to be
used for the making of additions or improvements to or extensions of the Enterprise,
and the condition set forth in the following sentence shall have been satisfied. The Net
Revenues for the last Fiscal Year or last recorded twelve-month period preceding the
date of the adoption by the Commission of the resolution authorizing such sale, less a
deduction for the portion of such Net Revenues attributable to the portion of the
Enterprise to be sold, all as shown by a written report of an Independent Certified Public
Accountant, plus :

(A) = An allowance for Net Revenues from any additions or
improvements to or extensions of the Enterprise to be made with the proceeds of
such sale or with the proceeds of Bonds previously issued, and also for Net
Revenues from any such additions, improvements or extensions which have
been made from moneys from any source but which, during all or any part of
such Fiscal Year or recorded twelve-month period, were not in service, all in an
amount equal to 100% of the estimated additional average annual Net Revenues
to be derived from such additions, nnprovements and extensions for the first
twenty-four months in which each addition, improvement or extension is
respectively to be in operation, all as shown by the certificate or opinion of a
Qualified Independent Consultant; and

(B}  An allowance for earnings arising from any increase in the
charges made for the use of the Enterprise which has become effective prior to
such sale, but which, during all or any part of such Fiscal Year or recorded
twelve-month period, was not in effect, in an amount equal to 100% of the
amount by which the Net Revenues would have been increased if such increase
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in charges had been in effect during the whole of such Fiscal Year or recorded
twelve-montH period, as shown by the certificate or opinion of a Qualified
Independent Consultant;

shall have produced a sum equal to at least 1.25 times the Maximum Annual Debt
Service on the Bonds then Outstanding. Any balance of such proceeds from any such -
sale not required by the Commission for the purposes aforesaid shall be deposited in the

‘Revenue Fund established pursuant to Sectlon 5.01 and applied as provided in
Sections 5.03, 5.04 and 5.05.

SECTION 6.04. Operation and Maintenance of Enterprise. The Commission will
maintain and preserve the Enterprise in good repair and working order at all times from the
Revenues available for such purposes, in conformity with standards customarily followed for
municipal sanitary waste and storm water collection, treatment and disposal systems of like
size and character. The Commission will from time to time make all necessary and proper
repairs, renewals, replacements and substitutions to the properties of the Enterprise, so that at
all times business carried on in connection with the Enterprise shall and can be properly and
advantageously conducted in an efficient manner and at reasonable cost, and will operate the
Enterprise in an efficient and economical manner, consistent with the protection of the Owners
of the Bonds, and shall not commit or allow any waste with respect to the Enterprise.

SECTION 6.05. Liens and Claims. Subject to any rights of the United States of America
or the State of California, the' Commission shall keep the Enterprise and all parts thereof free
from judgments, from mechanics' and materialmen's liens and from all liens and claims of
whatsoever nature or character, to the end that the security provided pursuant to this Indenture
may at all times be maintained and preserved, and the Commission shall keep the Enterprise
and the Revenues free from any liability which might hamper the Commission in conducting its
business or operating the Enterprise. Subject to the provisions of Section 8.03, the Trustee at its
option (after first giving the Commission thirty days' written notice to comply therewith and
failure of the Commission to so comply within said thirty-day period) may defend against any
and all actions or proceedings in which the validity of this Indenture is or might be questioned,
or may pay or compromise any claim or demand asserted in any such actions or proceedings;
provided, however, that, in defending against such actions or proceedings or in paying or
compromising such claims or demands, the Trustee shall not in any event be deemed to have
waived or released the Commission from liability for or on account of any of its covenants and
warranties contained herein, or from its liability hereunder to defend the validity of thlS ,
Indenture and the pledge herein made and to perform such covenants and warranties. :

SECTION 6.06. Insurance. The Commission shall procure, and maintain at all times
while any of the Bonds shall be Outstanding, adequate fidelity insurance or bonds on all officers
and employees handling or responsible for any Revenues or funds of the Enterprise, such
insurance or bonds to be in an aggregate amount at least equal to the maximum amount of such
Revenues or funds at any one time in the custody of all such officers and employees or in the
amount of $1,000,000, whichever is less

The insurance described above may be provided as a part of any comprehensive ﬁdehty
and other insurance and not separately for the Enterprise.

The Commission may purchase, on all or any of the Bonds of any Series, insurance
assuring the Bondowners that the principal of and interest on the insured Bonds will be paid
when due and payable. The purchase of any such insurance shall not constitute a preference or
priority of the insured Bonds over any Bonds not so insured, and all Bonds Outstanding,
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irrespective of the providing of such insurance on some of the Bonds, shall be equally and
proportionately secured hereby.

SECTION 6.07. - Books and Accounts; Financial Statements. (a) The Commission will
keep proper books of record and accounts of the Enterprise, separate from all other records and
accounts of the Commission, in which complete and correct entries shall be made of all
transactions relating to the Enterprise. Such books of record and accounts shall at all times
during business hours be subject to the inspection of the Trustee (who shall have no duty to
inspect) or of any Owner of Bonds then Outstanding or their representatives authorized in
writing, at reasonable hours, upon reasonable prior notice and under reasonable conditions.

(b) So long as any of the Bonds are Outstanding, the Commission will prepare and
file with the Trustee annually, within seven months after the close of each Fiscal Year, financial
statements of the Enterprise for the preceding Fiscal Year, prepared in accordance with
generally accepted accounting principles applied on a consistent basis from year to year
(“Enterprise Financial Statements”), which shall include a statement of net assets, statement of
revenues, expenses and changes in net assets, and statement of cash flows. The Enterprise
Financial Statements shall be examined by and include the certificate or opinion of an
Independent Certlﬁed Public Accountant. The Trustee shall not be required to review any such
statement.

(c) The Commission will furnish a copy of the Enterprise Financial Statements to
any Bondowner upon request, and will furnish to the Trustee such reasonable number of copies
thereof (not exceeding 100 copies) as may be required by the Trustee for distribution to
investment bankers, security dealers and others interested in the Bonds and to the Owners of
Bonds requesting copies thereof. The Trustee shall not be required to incur any
nonreimbursable expenses in making such distribution.

SECTION 6.08. Enterprise Budgets. The Commission shall prepare and submit to the
Mayor for review and submission to the Board of Supervisors for approval an annual budget
for the Enterprise for each Fiscal Year. Such budget shall set forth in reasonable detail the
Revenues anticipated to be derived in such Fiscal Year, the expenditures anticipated to be paid
or provided for therefrom in such Fiscal Year, and the amounts required to provide for the
payment of the principal of and interest and redemption premium, if any, on the Bonds during
. such Fiscal Year, to pay or provide for Operation and Maintenance Costs of the Enterprise for
such Fiscal Year, to make up any deficiencies in any fund or account anticipated for the then
current Fiscal Year, and to pay or provide for the payment of all other claims or obligations
required to be paid from Revenues in such Fiscal Year, and shall show that Net Revenues shall
be at least adequate to satisfy the requirements of Section 6.13. Such budget shall comply. with
any conditions or restrictions set forth in any agreements between the Commission and users of
the Enterprise. The Commission shall take all action available and necessary to obtain approval
or acceptance of the budget by the Mayor and the Board of Supervisors. The Commission shall
supply to the Trustee and to any Bondowners who shall so request in writing a copy of the
annual budget for the Fiscal Year covered by such budget. Such budget shall be open for
inspection by any Owner at the principal corporate trust office of the Trustee durmg normal
busmess hours.

SECTION 6.09. Maintenance of Revenues. The City shall not acqmre, construct, operate
or maintain, and shall not within the scope of its powers permit any other public or private
corporation, political subdivision, district or agency or any person whatsoever to acquire,
construct, operate or maintain, within the City or any part thereof, any system or utility
competitive with the Enterprise. The Commission will have in effect, or cause to have in effect,
at all times an ordinance or resolution requiring all customers of the Entetprise to pay the fees,
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rates and charges applicable to the municipal sanitary waste and storm water collection,
treatment and disposal services and facilities furnished by the Enterprise. The Commission will
not provide any service of the Enterprise free of charge to any person, firm or corporation, or to -
any public agency (including the United States of America, the State of California and any
public corporation, political subdivision, city, county, district or agency of any thereof), except
(i) for free use by the City and its agencies, (ii) to the extent that any such free use is required by
the terms of any existing contract or agreement and (iii) for incidental insignificant free use so
long as such free use does not prevent the Commission from satisfying the other covenants of
this Indenture, including, without limitation, Section 6.13 hereof.

SECTION 6.10.. Payment of Taxes, Etc. The Commission will pay and discharge, or
cause to be paid and discharged, all taxes, assessments and other governmental charges which
may hereafter be lawfully imposed upon the Commission on account of the Enterprise or any
portion thereof or upon any Revenues and which, if unpaid, might impair the security of the
Bonds, when the same shall become due, but nothing herein contained shall require the
Commission to pay any such tax, assessment or charge so long as it shall in good faith contest
the validity thereof. The Commission will duly observe and conform with all valid
requirements of any governmental authority relative to the Enterprise or any part thereof.

SECTION 6.11. Acquisition and Construction of Improvements. The Commission will
commence and will continue to completion the acquisition and construction of the
improvements to the Enterprise proposed to be financed from any Series of Bonds, in a timely
manner in accordance with sound engineering practice, and said improvements will be
acquired, constructed and completed in a sound and economical manner and in conformity
with law. :

SECTION 6.12. Eminent Domain Proceeds. If all or any part of the Enterprise shall be
taken by or under threat of eminent domain proceedings, the net proceeds realized by the
Commission or the City therefrom (excluding any portion thereof payable to the United States
of America or the State of California or required by the United States of America or the State of |
California to be deposited in a restricted fund) shall be deposited by the Treasurer in a special
fund in trust and applied and disbursed by the Treasurer subject to the following conditions:

(@  If such eminent domain proceedings have had a material adverse effect
upon the Revenues and the security of the Bonds, the Commission shall by resolution
determine to apply such proceeds for one of the following purposes:

@ The Commission may determine to apply such proceeds to the
purchase, defeasance or redemption of Bonds then Outstanding. In that event,
the Treasurer shall transfer such proceeds to the Trustee who shall apply such
proceeds on a Proportionate Basis to the redemption of Bonds of each Series then
Outstanding in the proportion which the Bond Obligation amount of each Series
bears to the aggregate Bond Obligation amount of all Bonds then Outstanding,. If -
no Bonds are subject to redemption on the next succeeding Interest Payment
Date, the Commission shall direct the Trustee (A) to hold such proceeds in trust, -
(B) to invest such proceeds in the investments permitted in Section 5.06 until any
Bonds become redeemable, subject to any restrictions imposed by Section 6.17
hereof, (C) to deposit the interest and income on such proceeds in the Revenue
Fund as such interest and income is received, and (D) to use such proceeds to
redeem Bonds in the amount and manner specified in this Indenture and any
Supplemental Indenture on the first Interest Payment Date on which the Bonds
can be redeemed. Additionally, in such event, the Commission shall file with the
Trustee a written report of an Independent Certified Public Accountant stating
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(A) the amount of proceeds to be deposited with the Trustee from such eminent
domain proceedings, (B) an estimate of the total amount of Bond Obligation and
the amount of Bonds of each maturity that could be redeemed from such
proceeds on the first Interest Payment Date on which Bonds are redeemable, and
(C) the estimated annual interest and income to be earned on such proceeds
while held and invested by the Trustee. Such interest and income on such
proceeds upon receipt by the Trustee shall be deposited in the Revenue Fund
and shall be treated as Revenues for all purposes of this Indenture, including
determining whether the Commission is in compliance with the covenant
contained in Section 6.13. :

(i) The Commission may determine to apply such proceeds to the
cost of additions or improvements to or extensions of the Enterprise if (A) the
Commission first secures and files with the Trustee a written report of a
Qualified Independent Consultant showing (1) the loss in annual Revenues, if
any, suffered, or to be suffered, by the Commission by reason of such eminent
domain proceedings, (2) a general description of the additions, improvements or.
extensions then proposed to be acquired by the Commission from such proceeds,
and (3) an estimate of the additional Revenues to be derived from such additions, -
improvements or extensions; and (B) such written report states that such
additional Revenues will sufficiently offset the loss of Revenues resulting from -
such eminent domain proceedings so that the ability of the Commission to meet
its obligations hereunder will not be substantially impaired. The Commission
shall then promptly proceed with the construction of the additions,
improvements or extensions substantially in accordance with such written
report. Payments for such construction shall be made by the Commission from
such proceeds. Any balance of such proceeds not required by the Commission
for the purposes aforesaid shall be deposited in the Revenue Fund and applied
as provided in Sections 5.02, 5.03, 5.04 and 5.05:

(b) . If such eminent domain proceedings has had no effect, or at the most a
relatively immaterial effect, upon the Revenues and the security of the Bonds, and a
Qualified Independent Consultant so concludes in a written report filed with the
Trustee, the Commission may determine to apply such proceeds to the costs of additions
or improvements to or extensions of the Enterprise or may deposit such proceeds in the
Revenue Fund, to be applied as provided in Sections 5.02, 5.03, 5.04 and 5.05.

SECTION 6.13. Amounts of Rates and Charges. (a) The Commission will, at all times -
while any of the Bonds remain outstanding, establish, fix, prescribe and collect rates, fees and
charges in connection with the sanitary waste and storm water collection, treatment and
disposal services and facilities furnished by the Enterprise so as to yield Revenues at least
sufficient, after making reasonable allowances for contingencies and error in the estunates,
calculated on a cash basis, to pay the following amounts:

@ The interest on and principal of the Bonds as they become due and
payable (but not including any interest moneys for the payment of which have been
deposited in the Interest Fund from the proceeds of any Series of Bonds or from any
other source).

(i) Al other payments required for compliance with the terms of this
Indenture and of any Supplemental Indenture providing for the issuance of additional
Series of Bonds pursuant to Article III.
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(i)  All other payments to meet any other obligations of the Commission
which are charges, liens or encumbrances upon, or payable from, the Revenues.

0(1v) All current Operahoﬁ and Maintenance Costs of the Enterprise (but not
including such Operation and Maintenance Costs as are scheduled to be paid by the
Commission from moneys other than Revenues, such moneys to be clearly available for

such purpose).

(b)  In addition to the requirements of the foregoing subsection (a), at all times while
any of the Bonds remain Outstanding, rates, fees and charges in connection with the sanitary
-waste and storm water collection, treatment and disposal services and facilities furnished by the
Enterprise shall be established, fixed, prescribed and collected so as to yield Net Revenues
during the then immediately ensuing penod of twelve months which (together with any fund
balances of the Commission or the Enterprise which are available for payment of Debt Service
and are not budgeted to be expended during such twelve months but excluding the Bond
Reserve Fund), calculated on a cash basis, are equal to at least 1.25 times Annual Debt Service
(but excluding any interest moneys for the payment of which have been deposited in the
Interest Fund from the proceeds of any Series of Bonds or from any other source) for said
twelve-month period.

(0  The Commission may make adjustments from time to time in such rates, fees and
charges and may make such classification thereof as it deems necessary, but shall not reduce
such rates, fees and charges below those then in effect unless the Revenues resulting after such
. reduced rates are put into effect will at all times be sufficient to meet the requirements of this
Section.

SECTION 6.14. Compliance with Indenture. The Commission will faithfully observe
and perform all the covenants, conditions and requirements of this Indenture, and will not
suffer or permit any default to occur hereunder, or do or permit to be done, in, upon or about
the Enterprise, or any part thereof, anything that might in any way weaken, diminish or impair
the security intended to be given pursuant to this Indenture.

SECTION 6.15. Observance of Laws and Regulations. The Commission shall comply
promptly, fully and faithfully with and abide by any statute, law, ordinance, order, rule or
regulation, judgment, decree, direction or requirement now in force or hereafter enacted,
adopted or entered by any competent governmental authority or agency applicable or with
respect to or affecting the acquisition, construction or reconstruction of the Enterprise or any
part thereof or applicable or with respect to or affecting the operation, manner, use or condition
of the Enterprise or any part or parcel thereof or adjoining public ways; provided that the
Commission need not comply with any such statute, law, ordinance, rule, regulation, judgment,
decree, direction or requirement if and so long as the Commission in good faith shall be
contesting or permitting or causing to be contested the applicability or validity thereof by
appropriate proceedings diligently prosecuted, even though such contest may result in the
imposition of a lien or charge against the Enterprise or the Revenues, if (1) the Commission
shall effectively prevent foreclosure or enforcement of any such lien or charge and (2) the
foreclosure or enforcement of any such lien or charge shall be stayed, and if said stay thereafter
expires, the Commission shall forthwith discharge such lien or charge or cause the same to be
discharged, so that pending such proceedings the Enterprise and the Revenues thereof shall not
be affected thereby, and the security of the Bonds shall not be impaired.

SECTION 6.16. Prosecution and Defense of Suits. The Commission shall promptly from

time to time take such action as may be necessary or proper to remedy or cure any defect in or
cloud upon the title to the Enterpnse hereafter developing, and shall prosecute all such suits,
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actions and other proceedings as may be appropnate for such purposes and, to the extent
permitted by law, shall indemnify and save the Trustee and every Bondowner harmless from all
loss, cost, damage and expense, including attorneys' fees, which they or any of them may incur
by reason of any such defect, cloud, suit, action or proceeding.

The Commission shall defend against every suit, action or proceeding at any time
brought against the Trustee or any Bondowner upon any claim arising out of the receipt,
application or disbursement of any of the Revenues or involving the rights of the Trustee or any
Bondowner under this Indenture; provided, that the Trustee or any Bondowner at its or his
election may appear in and defend any such suit, action or proceeding. The Commission shall,
to the extent permitted by law and without making any representation as to the enforceability
of the covenants in this paragraph, indemnify and hold harmless the Trustee and the
Bondowners against any and all liability claimed or asserted by any person arising out of such
receipt, application or disbursement, and shall indemnify and hold harmless the Bondowners
against any attorneys' fees or other expenses which any of them may incur in connection with
any litigation to which any of them may become a defendant by reason of his ownership of
Bonds. The Commission, to the extent pernutted by law, shall promptly reimburse any
Bondowner in the full amount of any attorneys' fees or other expenses which he may incur in
litigation or otherwise in order to enforce his rights under this Indenture or the Bonds, provided
that such litigation shall be concluded favorably to such Bondowner's contentions therein.
Notwithstanding any contrary provision hereof, this covenant shall remain in full force and
effect, even though all indebtedness and obligations issued hereunder may have been fully paxd
and satisfied, until the Commission shall have been dissolved.

SECTION 6.17. Rebate and Tax Covenants.

(a)  Rebate Fund. (i) The Trustee shall establish and maintain a fund separate from
any other fund established and maintained hereunder designated as the "2003
Refunding Series A Bonds Rebate Fund". Subject to the transfer provisions provided in
paragraph (a)(v) 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 -
such term is defined in the Arbitrage Certificate), for payment to the federal government
of the United States of America, and neither the Commission nor the Owner of any
Bonds shall have any rights in or claim to such money. All amounts deposited into or
on deposit in the Rebate Fund shall be governed by this Section and by the Arbitrage
Certificate (which is incorporated herein by reference). The Trustee shall be deemed
conclusively to have complied with the provisions of this Section 6.17 and the Arbitrage
Certificate if it follows the written directions of the Commission including supplying all
necessary information in the manner provided in the Arbitrage Certificate, and except as
otherwise expressly provided in the Indenture shall not be required to take any actions
thereunder in the absence of written directions by the Commission, and shall have no
liability or responsibility to enforce compliance by the Commission with the terms of the
Arbitrage Cerhﬁcate or this Section.

(ii) Upon the Commission's written direction, an amount shall be deposited
to the Rebate Fund by the Trustee from deposits by the Commission, if and to the extent
required, so that the balance of the amount on deposit thereto shall be equal to the
Rebate Requirement. Computations of the Rebate Requirement shall be furnished by or
on behalf of the Commission in accordance with the Arbitrage Certificate.

(i)  The Trustee shall have no obligation to rebate any amounts required to be

rebated pursuant to this Section, other than from moneys held in the funds and accounts
created under the Indenture or from other moneys provided to it by the Commission.
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(iv)  The Trustee shall invest all amounts held in the Rebate Fund in Federal
Securities as directed by the Commission, subject to the restrictions set forth in the
Arbitrage Certificate. Money shall not be transferred from the Rebate Fund except as
provided in paragraph (a)(v) below.

(v) Upon receipt of the Commission’s written directions, the Trustee shall
remit part or all of the balances in the Rebate Fund to the United States of America, as so
directed. In addition, if the Commission 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 Commission's written directions. Any funds remaining in the Rebate
Fund after redemption and payment of all of the 2003 Refunding Series A Bonds and
payment and satisfaction of any. Rebate Requirement, or provision made therefor
satisfactory to the Trustee, shall be withdrawn and remitted to the Commission.

(vi) Notw1thstand1ng any other provision of the Resoluhon, including in
particular Article X, the obligation to remit the Rebate Requirement to the United States
and to comply with all other requirements of this Section and the Arbitrage Certificate
shall survive the defeasance or payment in full of the 2003 Refunding Series A Bonds.

(by  Tax Covenants. The Com.tmssmn will not directly or indirectly use or penmt the
use of any proceeds of the 2003 Refunding Series A Bonds or any other funds of the
Commission or take or omit to take any action that would cause the 2003 Refunding Series A
Bonds to be "private activity bonds" within the meaning of Section 141 of the Code, or
obligations which are "federally guaranteed"” within the meaning of Section 149(b) of the Code.

. The Commission covenants that it will not take any action, or fail to take any action, if

any such action or failure to take action would adversely affect the exclusion from gross income
of the interest on the 2003 Refunding Series A Bonds under Section 103 of the Code. The
Commission will not directly or indirectly use or permit the use of any proceeds of the 2003
Refunding Series A Bonds or any other funds of the Commission, or take or omit to take any
action, that would cause the 2003 Refunding Series A Bonds to be "arbitrage bonds" within the
meaning of Section 148(a) of the Code. To that end, the Commission will comply with all .
requirements of Section 148 of the Code to the extent applicable to the 2003 Refunding Series A
Bonds. In the event that at any time the Commission is of the opinion that for purposes of this
Section it is necessary to restrict or limit the yield on the investment of any moneys held by the
Trustee under the Indenture or otherwise, the Commission shall so instruct the Trustee in
writing, and the Trustee shall take such action as may be necessary in accordance with such
instructions.

Without limiting the generality of the foregoing, the Commission agrees that there shall
be paid from time to time all amounts required to be rebated to the United States of America
pursuant to Section 148(f) of the Code and any temporary, proposed or final Treasury
Regulations as may be applicable to the 2003 Refunding Series A Bonds from time to time. This
covenant shall survive payment in full or defeasance of the 2003 Refunding Series A Bonds.
The Commission specifically covenants to pay or cause to be paid to the United States of
America at the times and in the amounts determined under this Section the Rebate
Requirement, as described in the Arbitrage Certificate. The Trustee agrees to comply with all
instructions of the Commission given in accordance with the Arbitrage Certificate.

Notwithstanding any provisioh of this Section, if the Commission shall provide to the

Trustee an opinion of nationally recognized bond counsel to the effect that any action required
under this Section is no longer required, or to the effect that some further action is required, to

439




maintain the exclusion from gross income of the mterest on the Bonds pursuant to Section 103
of the Code, the Commission and the Trustee may rely conclusively on such opinion in
complying with the provisions hereof, and the covenants hereunder shall be deemed to be
modified to that extent.

None of the covenants of the Commission or the Trustee contained herein relating to the -
exclusion from gross income of interest on Bonds under Section 103 of the Code shall be
applicable to or prevent the issuance of Bonds issued by the Commission and specifically
designated by the Commission as not being issued in compliance with Section 103 of the Code.

SECTION 6.18. Governmental Approvals. The Commission will -perform any
constructiori, reconstructions and restorations of, improvements, betterments and extensions to,
and equippings and furnishings of, and will operate and maintain the Enterprise at standards
required in order that the same may continue to be approved by the proper and competent
authority or authorities of the State of California as a public municipal sanitary waste and storm
water collection, treatment and disposal system.

SECTION 6.19. Further Assurances. Whenever and so often as requested so to do by
the Trustee or any Bondowner, the Commission will promptly execute and deliver or cause to
be executed and delivered all such other and further instruments, documents or assurances, 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 Bondowners
all rights, interest, powers, benefits, privileges and advantages conferred or intended to be
conferred upon them by this Indenture.

SECTION 6.20.. Casualty Insurance; Use of Proceeds.

(a) The Commission shall at all times maintain such insurance on the Enterprise as is
customarily maintained with respect to works and properties of like character against accident
" to, loss of or damage to such works or properties. If any useful part of the Enterprise is
damaged or destroyed, or such damage or destruction have had a material adverse effect upon
the Revenues and the secunty of the Bonds, the Commission shall by resolution determine to

* apply the proceeds of any insurance for such loss or damage for one of the following purposes:

@ The Commission may determine to apply such proceeds to the purchase,
defeasance or redemption of Bonds then Qutstanding. In that event, the Treasurer shall
transfer such proceeds to the Trustee who shall apply such proceeds on a Proportionate
Basis to the redemption, defeasance or purchase of Bonds of each Series then -
Outstanding in the proportion which the Bond Obligation amount of each Series bears to
the aggregate Bond Obligation amount of all Bonds then Outstanding. If no Bonds are
subject to redemption on the next succeeding Interest Payment Date, the Commission
shall direct the Trustee (A) to hold such insurance proceeds in trust, (B) to invest such
insurance proceeds in the investments permitted in Section 5.06 until any Bonds shall
become redeemable, subject to any restrictions imposed by Section 6.17 hereof, (C) to
deposit the interest and income on such insurance proceeds in the Revenue Fund as
such interest and income is received, and (D) to use such insurance proceeds to redeem
Bonds in the amount and manner specified in this Indenture and any Supplemental
Indenture on the first interest payment date on which the Bonds can be redeemed.
Additionally, in such event, the Commission shall file with the Trustee a written report
of an Independent Certified Public Accountant stating (A) the amount of insurance
proceeds to be deposited with the Trustee in connection with any insured loss or
damage, (B) an estimate of the total amount of Bond Obligation and the amount of
Bonds of each maturity which could be redeemed from such proceeds on the first
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interest payment date on which Bonds are redeemable, and (C) the estimated annual
interest and income to be earned on such insurance proceeds while held and invested by
the Trustee. Such interest and income on such insurance proceeds upon receipt by the
Trustee shall be deposited in the Revenue Fund and shall be treated as Revenues for all
purposes of this Indenture, including determining whether the Commission is in
compliance with the covenant contained in Section 6.13.

(i) The Commission may determine to apply such insurance proceeds to the
cost of additions or improvements to or extensions of the Enterprise if (A) the
Commission first secures and files with the Trustee a written report of a Qualified
Independent Consultant showing (A) the loss in annual Revenues, if any, suffered, or to
be suffered, by the Commission by reason of the loss or damage to the Enterprise, (B) a
general description of the additions, improvements or extensions then proposed to be
acquired by the Commission from such proceeds, and (C) an estimate of the additional
Revenues to be derived from such additions, improvements or extensions; and (B) such
written report states that such additional Revenues will sufficiently offset the loss of
Revenues resulting from such insured loss or damage so that the ability of the
Commission to meet its obligations hereunder will not be substantially impaired. The
Commission shall then promptly proceed with the construction of the additions,
improvements or extensions substantially in accordance with such written report.
Payments for such construction shall be made by the Commission from such insurance
proceeds. Any balance of such proceeds not required by the Commission for the
purposes aforesaid shall be deposited in the Revenue Fund and applied as provided in
Sections 5.02, 5.03, 5.04 and 5.05.

(b) If such insured loss, damage or destruction has had no effect, or at the most a
_relatively immaterial effect, upon the Revenues and the security of the Bonds, and a Qualified
Independent Consultant so concludes in a written report filed with the Trustee, the Commission
may determine to apply such proceeds to the costs of additions or improvements to or
extensions of the Enterpnse, or such proceeds may be used for any other lawful purpose of the
Enterprise.

(c) Any such insurance shall be in the form of policies or contracts for insurance
with insurers of good standing and shall be payable to the Commission, or may be in the form
of self-insurance by the Commission. The Commission shall establish such fund or funds or
reserves as it determines, in 1ts sole judgement, are necessary to provide for its share of any
such self-insurance.
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ARTICLE VII .

EVENTS OF DEFAULT AND REMEDIES OF BONDOWNERS

. SECTION 7.01. Events of Default; Acceleration; Waiver of Default. If one or more of the
following events (herein called "Events of Default") shall happen, that is to say--

(a) if default is made in the due and punctual payment of the principal of, or
the premium (if any) on, any Bond when and as the same becomes due and payable,
whether at maturity as therein expressed, by proceedings for redemption, by declaration
or otherwise, or if default shall be made in the redemption from any Sinking Fund
Account of any Term Bonds in the amounts and at the times provided therefor;

(b)  if default is made in the due and punctual payment of any installment of
interest on any Bond when and as such interest installment becomes due and payable;

(<) if default is made by the Commission in the observance of any of the
other covenants, agreements or conditions on its part in this Indenture or in the Bonds
contained, and such default continues for a period of 30 days after written notice thereof,
specifying such default and requiring the same to be remedied, is given to the
Commission by the Trustee or by a Credit Provider, or to the Commission and the
Trustee by the Owners of not less than 25% of the Bond Obligation; or

(d) if the Commission or the City files a petition or answer seeking
reorganization or arrangement under the federal bankruptcy laws or any other
applicable law of the United States of America, or if a court of competent jurisdiction
approves a petition, filed with or without the consent of the Commission or the City, as
the case may be, seeking reorganization under the federal bankruptcy laws or any other

. applicable law of the United States of America, or if, under the provisions of any other
law for the relief or aid of debtors, any court of competent jurisdiction assumes custody
or control of the Commission or the City or of the whole or any substantial part of the

~ property of either;

then and in each and every such case during the continuance of such Event of Default, the
Trustee may, and upon the written request of the Owners of not less than a majority in
aggregate amount of the Bond Obligation or of a Credit Provider shall, upon notice in writing to
the Commission, declare the principal of all of the Current Interest Bonds then Outstanding,
and the interest accrued thereon, and of all Capital Appreciation Bonds then Outstanding, in the
amount of the Accreted Value thereof, to be due and payable immediately, and upon any such
declaration the same shall become and shall be immediately due and payable, anything in this
Indenture or in the Bonds contained to the contrary notwithstanding.

This provision, however, is subject to the condition that if, at any time after the principal
of the Bonds 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 as hereinafter provided,
the Commission shall deposit with the Trustee a sum sufficient to pay all principal and
Accreted Value of the Bonds maturing prior to such declaration and all matured installments of
interest (if any) upon all the Current Interest Bonds, with interest on such overdue payments of
principal and Accreted Value and interest installments at the rate or rates of interest borne by
the respective Bonds, and the reasonable expenses of the Trustee, and any and all other defaults
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known to the Trustee (other than in the payment of principal and Accreted Value of and interest.
on the Bonds die and payable solely by reason of such declaration) shall have been made good
or cured to the satisfaction of the Trustee, or provision deemed by the Trustee to be adequate
shall have been made therefor, then, and in every such case, (i} if such declaration shall have
been made by the Trustee, the Trustee, or (ii) if such declaration shall have been made upon the
written request of Bondowners, the Owners of not less than a majority in aggregate amount of
the Bond Obligation of the Bonds then Outstanding, or (iii) if such declaration shall have been
made upon the written request of a Credit Provider, such Credit Provider, may, by written
notice to the Commission and, in cases (ii) and (iii) above, to the Trustee, on behalf of the
Owners of all of the Bonds, 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 7.02. Application of Funds Upon Acceleration.. All of the Revenues,
including all sums in all of the funds provided for in Sections 3.04, 5.01, 5.02, 5.03, 5.04 and 5.05
and 5.06 upon the date of the declaration of acceleration as provided in Section 7.01 and all
sums thereafter received by the Commission or the Trustee hereunder, shall, if received by the
Commission, be transmitted to the Trustee and be applied by the Trustee in the order following,
upon presentation of the several Bonds, and the stamping thereon of the payment if only
partially paid, or upon the surrender thereof if fully paid--

First, to the payment of the costs and expenses of the Bondowners in declaring
such Event of Default, including reasonable compensation to their agents, attorneys and
counsel; and to the payment of the costs and expenses of the Trustee, including but not
limited to reasonable compensation to its agents, attorneys and counsel;

-Second, to the payment of the whole amount of Bond Obligation then owing and
unpaid upon the Bonds, with interest on, with respect to the Current Interest Bonds, the
overdue principal and installments of interest, and, with respect to the Capital
Appreciation Bonds, the Accreted Value thereof, at the rate or rates of interest borne by
the respective Bonds, and in case such moneys shall be insufficient to pay in full the
whole amount so owing and unpaid upon the Bonds, then to the payment of such
principal and interest and Accreted Value without preference or priority of principal
over interest, or of interest over principal, or of any installment of interest over any other
installment of interest, ratably to the aggregate of such principal and interest and
Accreted Value; and

Third, to the payment of all Policy Costs, and in case such moneys shall be
insufficient to pay in full all Policy Costs owing and unpaid, then to the payment of such
Policy Costs pro rata (calculated by reference to the maximum amounts available under
the respective Bond Reserve Fund Policies).

SECTION 7.03. Suits at Law or in Equity and Mandamus. In case one or more of the
Events of Default shall happen, then and in every such case the Owner of any Bond at the time
Outstanding shall be entitled to proceed to protect and enforce the rights vested in such Owner
by this Indenture by such appropriate judicial proceeding as such Owner shall deem most
effectual to protect and enforce any such right, either by suit in equity or by action at law,
whether for the specific performance of any covenant or agreement contained in this Indenture,
or in aid of the exercise of any power granted in this Indenture, or to enforce any other legal or.
equitable right vested in the Owners of Bonds by this Indenture or by law; provided, however,
that no such Bondowner shall have the right to institute any such judicial proceeding pursuant
to this Section unless (a) such Owner shall have previously given to the Trustee written notice
of the occurrence of an Event of Default hereunder; (b) the Owners of at least ten percent (10%)
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in aggregate amount of Bond Obligation of the Bonds then Outstanding shall have made
written request to the Trustee to exercise the powers herein granted or to institute such action,
suit or proceeding in its own name; (c) such Owner or said Owners shall have tendered to the
Trustee reasonable indemnity against the costs, expenses and liabilities to be incurred in
compliance with such request; (d) the Trustee shall have refused or omitted to comply with-
such request for a period- of sixty (60) days after such written request shall have been received
by, and said tender of indemnity shall have been made to, the Trustee; and (e) the Trustee shall
not have received contrary directions from the Owners of a majority in aggregate amount of
Bond Obligation of the Bonds Outstanding. The provisions of this Indenture shall constitute a
contract with the Owners of the Bonds, and such contract and duties of the Commission and of
the Commission members and of the officers and employees of the Commission and of the City
shall be enforceable by any Bondowner by mandamus or other appropnate suit, action or
proceeding in any court of competent jurisdiction.

SECTION 7.04. Non-waiver. Nothing in this Article or in any other provision of this
Indenture, or in the Bonds, shall affect or impair the obligation of the Commission, which is
absolute and unconditional, to pay the principal of and the interest (and premium, if any) on
the Bonds to the respective Owners of the Bonds at the respective dates of maturity, or upon call
for redemption, as herein provided, but only out of the Revenues herein pledged for such
payments, or affect or impair the right of action, which is also absolute and unconditional, of
such Owners to institute suit to enforce such payment by virtue of the contract embodied in the
Bonds.

A waiver of any default or breach of duty or contract by any Bondowner shall not affect
any subsequent default or breach of duty or contract, or impair any rights or remedies on the
subsequent default or breach. No delay or omission of the Trustee or of any Owner of any of
the Bonds to exercise any right or power arising upon the happening of any Event of Default
shall impair any such right or power or shall be construed to be a waiver of any such Event of
Default or an acquiescence therein, and every power and remedy given by the Law or this
Article to the Trustee or to the Owners of Bonds may be exercised from time to time and as
often as shall be deemed expedient by the Trustee or the Owners of Bonds.

* If a suit, action or proceeding to enforce any right or exercise any remedy is abandoned
or determined adversely to the Bondowners, the Commission and the Bondowners shall be
restored to their former pos1t10ns, r1ghts and remedies as if such suit, action or proceeding had
not been brought or taken.

SECTION 7.05. Actions by Trustee as Attorney-in-Fact. Any suit, action or proceeding
which any Owner of Bonds shall have the right to bring to enforce any right or remedy

. hereunder may be brought by the Trustee for the equal benefit and protection of all Owners of

Bonds similarly situated (notwithstanding any conditions upon the bringing of any such action,
suit or proceeding set forth in Section 7.03) and the Trustee is hereby appointed (and the
successive respective Owners of the Bonds issued hereunder, by taking and holding the same,
shall be conclusively deemed so to have appointed it) the true and lawful attorney-in-fact of the
respective Owners of the Bonds for the purpose of bringing any such suit, action, or proceeding
and to do and perform any and all acts'and things for and in behalf of the respective Owners of
the Bonds as a class or classes, as may be necessary or advisable in the opinion of the Trustee as
such attorney-in-fact.

SECTION 7.06. Remedies Not Exclusive. No remedy herein conferred upon or reserved -
to the Trustee or to the Owners of Bonds is intended to be exclusive of any other remedy. Every
such remedy shall be cumulative and shall be in addition to every other remedy given
hereunder or now or hereafter existing, at law or in equity or by statute or otherwise and may
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be exercised without exhausting and without regard to any other remedy conferred by the Law
or any other law.

SECTION 7.07. Power of Trustee to Control Proceedings. In the event that the Trustee,
upon the happening of an Event of Default, shall have taken any action, by judicial proceedings
or otherwise, pursuant to its duties hereunder, whether upon its own discretion or upon the
request of the Owners of at least ten percent (10%) in aggregate amount of the Bond Obligation,
it shall have full power, in the exercise of its discretion for the best interests of the Owners of the
Bonds, with respect to the continuance, discontinuance, withdrawal, compromise, settlement or
other disposal of such action; provided, however, that the Trustee shall not, unless there no .
longer continues an Event of Default hereunder, discontinue, withdraw, compromise or settle,
or otherwise dispose of any litigation pending at law or in equity, if at the time there has been

‘filed with it a written request signed by the Owners of at least a majority in aggregate amount

of the Bond Obligation hereunder opposing such dmcontmuance, withdrawal, compromise,
settlement or other disposal of such litigation.
5 _ :
SECTION 7.08. Remedies of Bond Reserve Fund Policy Provider. If the Commission
fails to pay Policy Costs to a Bond Reserve Fund Policy Provider to the extent and at the times
required by the provisions of Section 5.05 and such failure continues for 30 days after written

« notice of such default is received by the Commission and the Trustee from such Bond Reserve

Fund Policy Provider or if an Event of Default set forth in Section 7.01(d) occurs and is
continuing, then the Bond Reserve Fund Policy Provider may exercise any remedy provided
hereunder to the Trustee or available at law or in equity to protect and .enforce its right to
receive payment of Policy Costs; provided, that, in no event, shall the Bond Reserve Fund Policy
Provider be able to declare the principal and Accreted Value of the Bonds and the interest
accrued thereon to be due and payable immediately or to exercise any remedy that the Trustee,
in its sole discretion, determines would adversely affect the Bondowners.

SECTION 7.09. Rights of Credit Provider. Each Credit Provider, during any period in
which an Event of Default has occurred and is continuing, will be recognized as the Owner of
each Bond which it guarantees or insures for the purposes of exercising all rights and privileges
available to Bondowners. Any acceleration of principal payments with respect to Bonds
guaranteed or insured by a Credit Provider are subject to such Credit Provider’s prior written
direction or consent (but only if such Credit Provider is not in default under its guaranty or

.insurance policy). Each Credit Provider shall have the right to institute any suit, action or

proceeding at law or in equity under the same terms as an Owner of the Bonds that such Credit
Provn:ler guarantees or insures. :
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ARTICLE VIII

THE TRUSTEE

SECTION 8.01. Appointment and Duties of Trustee. The Trustee hereby accepts the
trusts 1mposed upon it as Trustee hereunder for the purpose of receiving all moneys which the
Commission is required to deposit with the Trustee hereunder and agtees to allocate, use and
apply the same as provided in this Indenture and otherwise to hold all the offices and to
perform all the functions and duties provided in this Indenture to be held and performed by the
Trustee and agrees to perform such duties and obligations, subject to the terms and conditions
set forth in this Indenture. The Commission agrees that it will maintain a Trustee having an
office in San Francisco or Los Angeles, California, so long as any Bonds are Outstanding and
unpaid.

. 2

The Trustee shall, prior to an Event of Default, and after the curing of all Events of
Default which may have occurred, perform such duties and only such duties as are specifically
set forth in this Indenture. The Trustee shall, during the existence of any- Event of Default
(which has not been cured), exercise such of the rights and powers vested in it by this
Indenture, and use the same degree of care and skill in their exercise, as a prudent person
would exercise or use under the circumstances in the conduct of his own affairs.

So long as there is no Event of Default hereunder, the Commissibn\may remove the
Trustee, by giving written notice to such Trustee and by giving Bondowners notice by mail,
first class postage prepaid, of such removal, and any successor thereto, and may appoint a
sticcessor or successors thereto; provided that any such successor shall be a bank or trust
company doing business and having an office in San Francisco or Los Angeles, California,
having a combined capital and surplus of at least $100,000,000, and subject to supervision or
examination by federal or state authority. If such bank or trust company publishes a report of
condition at least annually, pursuant to law or to the requirements of any supervising or
examining authority above referred to, then for the purpose of this Section the combined capital
and surplus of 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 Trustee may at any time resign by giving written notice to the Commission and by
giving the Bondowners notice by mail, first class postage prepaid, of such resignation. Upon
receiving such notice of resignation, the Commission shall promptly appoint a successor
Trustee by an instrument in writing. Any resignation or removal of the Trustee and
appointment of a successor Trustee shall become effective upon acceptance of appointment by
the successor Trustee. If no successor Trustee shall have been appointed and have accepted
appointment within forty-five days of giving notice of removal or notice of resignation as
aforesaid, the resigning Trustee or any Bondowner (on behalf of himself or herself and all other
Bondowners) may petition any court of competent jurisdiction for the appointment of a
successor Trustee, and such court may thereupon, after such noticeé (if any) as it may deem
proper, appoint such successor Trustee.

Any company into which the Trustee may be merged or converted or with which it 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 transfer all or
substantially all of its corporate trust business, provided such company shall be eligible under
this Section 8.01, shall be the successor to such Trustee without the execution or filing of any
paper or any further act, anything herem to the contrary notwithstanding.
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SECTION 8.02. Authorization of Trustee. The Trustee is hereby authorized to pay the
principal of and interest and redemption premium, if any, on the Bonds when due and payable,
or on call and redemption or on purchase by the Trustee prior to maturity, and to cancel all
Bonds upon payment thereof and to return the same so cancelled to the Commission, subject to
the provisions of Section 11.05. The Trustee shall keep accurate records of all funds
administered by it and of all Bonds and interest payments paid and discharged.

- The Trustee and its directors, officers, employees or agents may in good faith buy, sell,
own, hold and deal in any of the Bonds and may join in any action which any Owner of a Bond
may be entitled to take, with like effect as if the Trustee was not the Trustee under this
Indenture. The Trustee may in good faith hold any other form of indebtedness of the

‘Commission or of the City, own, accept or negotiate any drafts, bills of exchange, acceptances or

obligations of the Commission and make disbursements for the Commission and enter into any
commercial or business arrangement therewith, without limitation.

SECTION 8.03. Fees and Expenses. The Commission shall compensate the Trustee for
its services rendered pursuant to the provisions of this Indenture, and also for all reasonable
expenses, charges, counsel fees and other disbursements, including those of its attorneys, agents
and employees, incurred in and about the performance of its powers and duties under this
Indenture. The obligations of the Commission under this Section to compensate the Trustee for
services and to pay or reimburse the Trustee for disbursements, liabilities and advances shall
constitute additional indebtedness hereunder,

SECTION 8.04. Liability of Trustee. (a) The recitals of facts, covenants and agreements
herein and in the Bonds contained shall be taken as statements, covenants and agreements of
the Commission, and the Trustee assumes no responsibility for the correctness of the same, does
not make any representations as to the validity or sufficiency of this Indenture or of the Bonds,
and shall not incur any responsibility in respect thereof, other than in connection with the
duties or obligations herein or in the Bonds expressly assigned to or imposed upon it. The
Trustee shall not be liable in conriection with the performance of its duties hereunder, except for
its own negligence or default. -

(b)  The Trustee shall not be liable for any error of judgment made in good faith by
an Authorized Officer of the Trustee, unless it is proved that the Trustee was negligent in
ascertaining the pertinent facts.

(© 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
majority in aggregate amount of Bond Obligations of the Bonds at the time Outstanding relating
to the time, method and place of conducting any proceeding for any remedy available to the
Trustee, or exercising any trust or power conferred upon the Trustee under this Indenture.

(d)  The Trustee shall be under no obligation to exercise any of the rights or powers
vested in it by this Indenture at the request, order or direction of any of the Bondowners
pursuant to the provisions of this Indenture unless such Bondowners shall have offered to the
Trustee reasonable security or indemnity against the costs, expenses and liabilities which may
be incurred therem or thereby.

() The Trustee shall not be liable for any action taken by it in good faith and

believed by it to be authorized or within the discretion or rights or powers conferred upon it by
this Indenture.
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® The Trustee shall not be deemed to have knowledge of any Event of Default
hereunder unless and until it shall have actual knowledge thereof, or shall have received
written notice thereof, at its. principal corperate trust office in San Francisco, California. Except
as otherwise expressly provided herein, the Trustee shall not be bound to ascertain or inquire as
to the performance or observance of any of the terms, conditions, covenants or agreements
herein or of any of the documents executed in connection with the Bonds or the delivery of the’
Bonds, or as to the existence of an Event of Default thereunder. The Trustee shall not be
responsible for the validity or effectiveness of any collateral given to or held by it. The Trustee
shall not be responsible for the recording or filing of any document relating to this Indenture or
of financing statements (or continuation statements in connection therewith) or of any
supplemental instruments or documents of further assurance as may be required by law in
order to perfect the security interests in any collateral given to or held by it. -

(®) No provision of this Indenture 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
hereunder, or in the exercise of any of its rights or powers. '

) The Commission further agrees to indemnify, to the extent permitted by law and
without making any representation as to the enforceability of this covenant, and save the
Trustee, its directors, officers, employees and agents harmless against any liabilities which it
may incur in the exercise and performance of its powers and duties hereunder, including but
not limited to costs and expenses incurred in defending agamst any claim or liability, which are
not due to its negligence or default.

@ The provisions of this Section 8.04 shall survive the resignation or removal of the

" Trustee, payment of the Bonds and discharge of this Indenture.

SECTION 8.05. Rights of Trustee to Rely Upon Documents. The Trustee shall be
protected in acting upon any notice, resolution, request, consent, order, certificate, report,
direction, Bond or other paper or document believed by it to be genuine and to have been
signed or presented by the proper party or parties. The Trustee may consult with counsel, who
may be counsel to the Commission or to the City, 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 hereunder in good faith and in accordance therewith.

The Trustee shall not be bound to recogniée any person as the Owner of a Bond unless
and until his title thereto is satisfactorily established, if disputed. :

Whenever in the administration of its duties under this Indenture the Trustee shall deem
it necessary or desirable that a matter be proved or established prior to taking or suffering any
action hereunder, such matter (unless other evidence in respect thereof be herein specifically
prescribed) may, in the absence of bad faith on the part of the Trustee, be deemed to be
conclusively proved and established by a Certificate of the Commission, and such Certificate
shall be full warrant to the Trustee for any action taken or suffered under the provisions of this
Indenture or any Supplemental Indenture upon the faith thereof, but in its discretion the
Trustee may, in lieu thereof, accept other evidence of such matter or may require such
additional evidence as to it may seem reasonable.
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ARTICLEIX

MODIFICATION OR AMENDMENT OF THE INDENTURE

SECTION 9.01. Amendments Permitted. (a)(1) This Indenture and the rights and
obligations of the Commission and of the Owners of the Bonds and of the Trustee may be
modified or amended at any time by a Supplemental Indenture which shall become binding
when the written consents of the Owners of a majority in aggregate amount of the Bond
Obligation of the Bonds (or, if such Supplemental Indenture is only applicable to a Series of

. Bonds, such Series of Bonds) then Outstanding, exclusive of Bonds disqualified as provided in

Section 9.03 hereof, and of each Credit Provider (so long as such Credit Provider is not in
default under the policy of municipal bond insurance or Letter of Credit issued by it in
connection with any Series of Bonds) shall have been filed with the Trustee (provided, that no
such Credit Provider shall unreasonably withhold consent to such modification or amendment).
(ii) This Indenture and the rights and obligations of the Commission and of the Owners of the
Bonds and of the Trustee may also be modified or amended at any time by a Supplemental
Indenture which shall become binding when the written consents of each Credit Provider shall
have been filed with the Trustee, provided that at such time the payment of the principal of and
interest on all Outstanding Bonds shall be insured by a policy or policies of municipal bond
insurance or payable under a Letter of Credit issued by a Credit Provider. (iii) No such
modification or amendment shall (A) extend the fixed maturities of the Bonds, or extend the
time for making any Minimum Sinking Fund Account Payments, or reduce the rate of interest
thereon, or extend the time of payment of interest, or reduce the amount of principal thereof, or
reduce any premium payable on the redemption thereof, without the consent of the Owner of
each Bond so affected, or (B) reduce the aforesaid percentage of the Bond Obligation the consent
of the Owners of which is required for the execution of any amendment or modification of this
Indenture, or (C) modify any of the rights or obligations of the Trustee without its written
consent thereto.

(b)  This Indenture and the rights and obligations of the Commission and of the
Owners of the Bonds may also be modified or amended at any time by a Supplemental
Indenture which shall become binding upon adoption, without the consent of any Bondowners
or any Credit Provider (but with notice to each Credit Provider), but only to the extent
permitted by law and only if the Trustee determines, which determination may be based upon a
good faith reliance upon an Opinion of Counsel, that the provisions of such Supplemental
Indenture shall not materially adversely affect the interests of the Owners, including, without
limitation, for any one or more of the following purposes —

(i) to add to the covenants and agreements of the Commission in this
Indenture contained other covenants and agreements thereafter to be observed or to
surrender any right or power herein reserved to or conferred upon the Commission;

(i) to cure, correct or supplement any ambiguous or defective provision or
omission or mistake contained in this Indenture or in regard to questions arising under
this Indenture, as the Commission may deem necessary or desirable;

(ili) to provide for the issuance of additional Series of Bonds, and to provide
the terms and conditions under which such additional Series of Bonds may be issued,
subject to and in accordance with the provisions of Article II; and

N(iv) to provide additional security for the Bonds.
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SECTION 9.02. Procedure for Amendment with Written Consent of Bondowners. The
Commission may at any time adopt a Supplemental Indenture amending the provisions of the
Bonds or of this Indenture or any Supplemental Indenture, to the extent that such amendment is
permitted by Section 9.01 (a)(@), to take effect when and as provided in this Section. A copy of or
a summary of the provisions of such Supplemental Indenture, together with a request to
Bondowners and to each Credit Provider for their consent thereto, shall be mailed, first class
postage prepaid, by the Commission to each Owner of Bonds and to each Credit Provider, but
failure to mail copies of such Supplemental Indenture or summary thereof and request shall not
affect the validity of the Supplemental Indenture when assented to as in this Section provided.

Such Supplemental Indenture shall not become effective unless there shall be filed with
the Trustee the written consents of the Owners of a majority in aggregate amount of the Bond
Obligation of the Bonds then Outstanding (exclusive of Bonds disqualified as provided in
Section 9.03) and of each Credit Provider and a notice shall have been mailed as hereinafter in
this Section provided. Each such consent shall be effective only if accompanied by proof of
ownership of the Bonds for which such consent is given, which proof shall be such as is
permitted by Section 11.08. Any such consent shall be binding upon the Owner of the Bonds
giving such consent and on any subsequent Owner (whether or not such subsequent Owner has
notice thereof) unless such consent is revoked in writing by the Owner giving such consent or a
subsequent Owner by filing such revocation with the Trustee prior to the date when the notice
hereinafter in this Section provided for has been mailed.

After the Owners of the required percentage of Bond Obligation and each Credit
Provider shall have filed their consents to the Supplemental Indenture, the Commission shall
mail a notice to the Bondowners in the manner hereinbefore provided in this Section for the
mailing of the Supplemental Indenture, stating in substance that the Supplemental Indenture
has been consented to by the Owners of the required percentage of Bond Obligation and each
Credit Provider and will be effective as provided in this Section (but failure to mail copies of
said notice shall not affect the validity of the Supplemental Indenture or consents thereto), and
proof of the mailing of such notice shall be filed with the Trustee. A record, consisting of the
papers required by this Section to be filed with the Trustee, shall be proof of the matters therein
stated until the contrary is proved. The Supplemental Indenture shall become effective upon
the filing with the Trustee of the proof of the mailing of such last-mentioned notice.

In lieu of obtaihing any demand, request, direction, consent or waiver in writing, the
Trustee may call and hold a meeting of the Bondowners upon such notice and in accordance
with such rules and regulations as the Trustee considers fair and reasonable for the purpose of

~ obtaining any such action.

SECTION 9.03. Disqualified Bonds. Bonds owned or held by or for the account of the
Commission or of the City (but excluding Bonds held in any pension or retirement fund) shall
not be deemed Outstanding for the purpose of any consent or other action or any calculation of
Outstanding Bonds provided for in this Article or Indenture, and shall not be entitled to consent
to or take any other action provided for in this Article or Indenture. For the purpose hereof no
bank organized under the laws of the State of Califorhia and no national banking association
doing business in said State, or elsewhere, shall be deemed to be an agency of the Commission.

The Commission may adopt appropriate regulations to require each Bondowner, before
his consent provided for in this Article shall be deemed effective, to reveal if the Bonds as to
which such consent is given are disqualified as provided in this Section.

H
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. SECTION 9.04. Effect of Supplemental Indenture. From and after the time any

Supplemental Indenture becomes effective pursuant to this Article, this Indenture shall be
deemed to be modified and amended in accordance therewith, and the respective rights, duties
and obligations under this Indenture of the Commission, the Trustee and all Owners of Bonds
Outstanding shall thereafter be determined, exercised and enforced hereunder subject in all
respects to such modification and amendment, and all the terms and conditions of any such
Supplemental Indenture shall be deemed to be part of the terms and conditions of this
Indenture for any and all purposes.

SECTION 9.05. Endorsement or Replacemeﬁt of Bonds Issued Before Amendments.
The Commission may determine that Bonds issued and delivered before the effective date of

any action taken as provided in this Article shall bear a notation, by endorsement or otherwise,
in form approved by the Commission, as to such action. In that case, upon demand of the
Owner of any Bond Outstanding at such effective date and presentation of his Bond for the
purpose at the office of the Commission or at such other office as the Commission may select
and designate for that purpose, a suitable notation shall be made on such Bond. The
Commission may determine that new Bonds, so modified as in the opinion of the Commission
is necessary to conform to such action, shall be prepared, executed and delivered. In that case,
upon demand of the Owner of any Bonds then Outstanding, such new Bonds shall be
exchanged at the principal corporate trust office of the Trustee in San Francisco, California,
without cost to such Owner, for Bonds of the same character then Outstanding, upon surrender
of such Bonds.

SECTION 9.06. Amendatory Endorsement of Bonds. The provisions of this Article shall
not prevent any Bondowner from accepting any amendment as to the particular Bonds held by
such Bondowner, provided that due notation thereof is made on such Bonds.
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ARTICLE X

DEFEASANCE

SECTION 10.01. Discharge of Indenture. (a) If the Commission shall pay and dlscharge
 the entire indebtedness on all Bonds Outstanding in any one or more of the following ways—

(1), by well and truly paying or causing to be paid the prmc1pa1 of (including
redemption premiums, if any) and interest on all Bonds Outstanding, as and when the
same become due and payable (but this clause shall not include Bonds the principal of
or interest on which has been paid by a Credit Provider until the Credit Provider has
been paid or reimbursed for such payment by the Commission); or

(2) by depositing with the Trustee, an escrow agent or other fiduciary, in
trust, at or before maturity, money which, together with the amounts then on deposit in
the Principal Fund, the Interest Fund and the Bond Reserve Fund, is fully sufficient to
pay or redeem all Bonds Outstanding, including all principal, interest and redemptlon
premiums, if any; or

3) by delivering to the Trustee, for cancellation by it, all Bonds Outstanding;
or

(4) by depositing with the Trustee, an escrow agent or other fiduciary, in
trust, Defeasance Obligations in such amount which, in the determination of an
Independent Certified Public Accountant, who shall certify such determination to the
Trustee, shall, together with the income or increment to accrue thereon and any other
moneys of the Commission made available for such purpose, be fully sufficient to pay
and discharge the indebtedness on all Bonds (including all principal, interest and

. redemption premiums, if any) at or before their respective maturity dates;

and if the Commission shall also pay or cause to be paid all other sums payable
hereunder by the Commission, including all Policy Costs, then and in that case, at the
election of the Commission (evidenced by a Certificate of the Commission signifying its
intention to pay and discharge all such indebtedness, which shall be filed with the
Trustee), and notwithstanding that any Bonds shall not have been surrendered for
payment, the pledge of the Net Revenues and other funds provided for in this Indenture
and all other obligations of the Commission under this Indenture shall cease, terminate
and be completely discharged, except only as provided in Section 10.02, and the Owners
of the Bonds not so surrendered and paid shall thereafter be entitled to payment only
out of the Defeasance Obligations deposited with the Trustee, escrow agent or other
fiduciary as aforesaid for their payment; subject, however, to the provisions of Section
10.03. The discharge of the obligations of the Commission under this Indenture shall be
without prejudice to the rights of the Trustee to charge for and be reimbursed by the
Commission for any expenditures which it may thereafter incur in connection herewith.

The Commission may at any time surrender to the Trustee for cancellation by it any
Bonds previously issued and delivered, which the Commission may have acquired in any
manner whatsoever, and such Bonds, upon such surrender and cancellation, shall be deemed to
be paid and retired.
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(b)  In the event that any portion or all of the Bonds are to be paid and discharged

.pursuant to Section 10.01(a)(4), the Credit Provider shall be provided with 15 days advance

notice and shall be provided with a draft copy of any proposed escrow agreement establishing
the defeasance trust, the form of the Independent Certified Public Accountant's certificate or
letter, the preliminary official statement of the refunding issue (if applicable) and the form of
Opinion of Counsel to the effect that upon the deposit of funds and investments under the
escrow or other applicable agreement, the Bonds being paid and discharged shall no longer be
deemed to be outstanding hereunder. Substitution of securities held in trust under the escrow
agreement shall not be permitted unless there shall have first been delivered to the escrow
agent (1) a certificate of Independent Certified Public Accountant to the effect that the escrow
investments, as substituted, are sufficient to pay debt service on the Bonds being paid and
discharged whether to maturity or date of redemption, as applicable, and (2) an Opinion of
Counsel to the effect that the substitution is permitted under the escrow agreement and does
not, in and of itself, adversely affect the exclusion from gross income of interest on the Bonds
being so paid and discharged for purposes of federal income taxation. :

A final copy of any such escrow agreement and the Independent Certified Public
Accountant's certificate stating that the escrow is sufficient to meet the standards of Section
10.01(a)(4), the final official statement for the refunding issue (if applicable), the approving
opinion of bond counsel with respect to the refunding issue, the Trustee's receipt, and the
Trustee's certification as to the application of funds shall be furnished to the Credit Provider no

_ later than 10 days (or such later date which is the first date practicable to deliver such items in

the event that the refunding issue is not sold early enough to provide such items 10 days prior
to the date of defeasance) prior to the defeasance of Bonds by the Commission.

'If a forward purchase or supply contract is employed in connection with the defeasance
of any of the Bonds, the verification report relating to the defeasance of such Bonds shall -
expressly state that the adequacy of the escrow to accomplish the defeasance relies solely on the
initial escrowed investments and the maturing principal thereof and interest income thereon
and does not assume performance under or compliance with the forward supply contract, and
the applicable escrow agreement shall provide that in the event of any discrepancy or difference
between the terms of the forward supply contract and the escrow agreement, the terms of the
escrow agreement shall be controlling. Additionally, any forward purchase contract with
respect to an escrow established for the 2003 Refunding Series A Bonds shall be subject to the
following additional requirements:

@ such forward purchase contract shall be subject to the approval of the
. 2003 Refunding Series A Bond Insurer, which approval shall occur at least five (5) days
prior to the proposed execution date of the forward purchase contract;

(i) the forward purchase contract, by its terms, must provide that the
securities delivered under the forward supply are sufficient (together with other funds.
remaining in the escrow) to make the payments regarding the 2003 Refunding Series A
Bonds;

(iii)  the 2003 Refunding Series A Bond Insurer shall have received an opinion
from a nationally recognized bankruptcy counsel that the securities in escrow and
payments to owners of the 2003 Series A Refunding Bonds will not constitute assets of
the forward supply contract supplier and will not be subject to automatic stay in the
event of bankruptcy and /or insolvency of the supplier;
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(iv)  the supplier of the securities delivered under the forward supply contract
must affirm in the forward supply agreement that it has no rights to or interest in the
monies or securities held in the escrow;

(v) the escrow agent must be acceptable to the 2003 Refunding Series A Bond
Insurer and the 2003 Refunding Series A Bond Insurer shall have the right to replace the
escrow agent for cause;

(vi)  the supplier shall have no right to substitute the original escrow
securities, and shall only substitute securities previously dehvered by the supplier under
the forward supply contract only if:

(a) the substituted securities mature on a date that is later than the
previously delivered securities would have matured; and-

(B) - the substituted securities mature prior to the date needed to pay
principal and/or interest on the 2003 Refunding Series A Bonds;

(vil) two days before each delivery date for the forward supply securities, the
escrow agent must notify the 2003 Refunding Series A Bond Insurer in writing of the
securities to be delivered, the maturity amount of the securities and the maturity date;
and :

(viii) the forward supply contract shall not be amended or modified without
the 2003 Refunding Series A Bond Insurer ‘s written consent.

(c) In the event that the 2003 Refunding Series A Bonds are discharged and the

: payment in full of such 2003 Refunding Series A Bonds from the escrow established for such

purpose will occur within 60 days of the establishment of the escrow, the following additional

requirements shall apply, unless otherwise waived in writing by the 2003 Refunding Series A
Bond Insurer:

@) the escrow for the defeasance and redemption of the 2003 Refunding
Series A Bonds shall be sufficient, without regard to any reinvestment income, to pay -
the principal of and interest on the 2003 Refunding Series A Bonds through and
including the date set for redemption of the 2003 Refunding Series A Bonds;

(i) in the event that moneys on deposit in the escrow established for the 2003
Refunding Series A Bonds are invested, such investment(s) shall mature in an amount
and at such time so that sufficient cash will be available to redeem the 2003 Refunding
Series A Bonds on the date set for redemption (as confirmed by the escrow agent or the
Trustee to the 2003 Refunding Series A Bond Insurer in writing); and

(iii)  such escrow shall be invested solely in Federal Securities.

. (d)  Notwithstanding anything herein to the contrary, in the event that the principal
and/or interest due of the Bonds is paid by any Credit Provider in accordance with the terms
hereof, such Bonds shall remain Qutstanding for all purposes, not be defeased or otherwise
satisfied and not be considered paid by the Commission, and the assignment and pledge of the
Net Revenues and other assets hereunder and all covenants, agreements and other obligations
of the Commission to the Owners so paid shall continue to exist and shall run to the benefit of

Credit Provider, and the Credit Provider shall be subrogated to the rights of such Owners, as
applicable.
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SECTION 10.02. Discharge of Liability on Bonds. Upon the deposit with the Trustee, an
escrow agent or other fiduciary, in trust, at or before maturity, of Defeasance Ob]igations in the
necessary amount to pay or redeem Outstanding Bonds (whether upon or prior to their
maturity or the redemption date of such Bonds), provided that if such Bonds are to-be
redeemed prior to the maturity thereof, notice of such redemption shall have been given as in
Article IV provided or provision satisfactory to the Trustee shall have been made for the giving
of such notice, then all lability of the Commission in respect of such Bonds shall cease,
determine and be completely discharged, except only that thereafter the Owners thereof shall be
entitled to payment of the principal of and interest on such Bonds by the Commission, and the
Commission shall remain liable for such payment, but only out of the Defeasance Obligations
deposited in an escrow fund established for this purpose and held by the Trustee, an escrow
agent, or other fiduciary, as aforesaid for their payment subject, however, to the provisions of
Section 10.03.

‘SECTION 10.03. Payment of Bonds after Discharge of Indenture. Notwithstanding any
provisions of this Indenture, any moneys deposited in trust for the payment of the principal of,
or interest or premium on, any Bonds and remaining unclaimed for two years after the principal
of all the Outstanding Bonds has become due and payable (whether at maturity or upon call for
redemption or by declaration as provided in this Indenture) shall then be repaid to the
Commission upon its Written Request, and the Owners of such Bonds shall thereafter be
entitled to look only to the Commission for payment thereof, and all liability of the Trustee or
any other fiduciary with respect to such moneys shall thereupon cease; provided, however, that
before the repayment of such moneys to the Commission as aforesaid, the Trustee may (at the
cost of the Commission) first publish at least once in a Financial Newspaper or Journal a notice,
in such form as may be deemed appropriate by the Trustee, with respect to the Bonds so
payable and not presented and with respect to the provisions relating to the repayment to the

‘Commission of the moneys held for the payment thereof. In the event of the repayment of any

such moneys to the Commission as aforesaid, the. Owners of the Bonds in respect of which such
moneys were deposited shall thereafter be deemed to be general creditors of the Commission
for amounts equivalent to the respective amounts deposited for the payment of such Bonds and
so repaid to the Commission (without interest thereon).
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ARTICLE XI
MISCELLANEOUS

SECTION 11.01. Liability of Commission Limited to Net Revenues.

(@@  Notwithstanding anything in this Indenture contamed the Commission shall not
be required to advance any moneys derived from the proceeds of any taxes levied or collected
by the City, or from any source of income other than the Net Revenues, for the payment of the
principal of or interest on the Bonds, for the operation and maintenance of the Enterprise, for
the performance of any covenants herein contained or for the payment of any obligations
hereunder, including indemnification. The Commission may, however, advance funds for any
such purpose, provided that such funds are derived from a source lega]ly available for such
purpose and may be used by the Commission for such purpose without i mcurrmg indebtedness.

)  The Bonds shall be revenue bonds, payable exclusively from the Net Revenues as
in this Indenture provided. The general fund of the City is not liable, and the credit or taxing
power of the City is not pledged, for the payment of the Bonds or their interest. The Owners of
the Bonds shall never have the right to compel the exercise of the taxing power of the City or the
forfeiture of any property of the Commission or of the City. The principal of and interest on the
Bonds and any premiums upon the redemption of any thereof shall not be a.debt of the
Commission or the City, nor a legal or equitable pledge, charge, lien or encumbrance upon any
property of the Commission or of the City or upon any of its income, receipts or revenues

except the Net Revenues pledged to the payment thereof as in this Indenture provided. .

SECTION 11.02. Successor Is Deemed Included in All References to Predecessor.
Whenever in this Indenture or any Supplemental Indenture either the Commission or the
Trustee is named or referred to, such reference shall be deemed to include the successors or
assigns thereof, and all the covenants and agreements in this Indenture contained by or on
behalf of the Commission or the Trustee shall bind and inure to the benefit of the respective
successors and assigns thereof whether so expressed or not.

SECTION 11.03. Limitation of Rights to Parties and Bondowners. Nothing in this
Indenture or in the Bonds expressed or implied is intended or shall be construed to give to any
person, other than the Commission, the Trustee, any Bond Reserve Fund Policy Provider, any

~ Credit Provider and the Owners of the Bonds issued hereunder, any legal or equitable right,

remedy or claim under or in respect of this Indenture or any covenant, condition or provision
therein or herein contained; and all such covenants, conditions and provisions are and shall be
held to be for the sole and exclusive benefit of the Commission, the Trustee, the Bond Reserve
Fund Policy Provider, the Credit Provider and the Owners of the Bonds issued hereunder.

SECTION 11.04. Waiver of Notice. Whenever in this Indenture the giving of notice by
mail or otherwise is required, the giving of such notice may be waived in writing by the person
entitled to receive such notice and in any such case the giving or receipt of such notice shall not -
bea cond1t10n precedent to the vahdlty of any action taken in reliance upon such waiver.

SECTION 11.05. Destruction of Bonds. Whenever in this Indenture provision is made
for the cancellation by the Trustee and the delivery to the Commission of any Bonds, the
Trustee may destroy such Bonds (in the presence of an officer of the Commission, if the
Commission shall so require), and deliver a certificate of such destruction to the Commission,
unless the Commission shall, by Written Request of the Commission, request the Trustee to
instead cancel and dehver said Bonds to the Commission.
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SECTION 11.06. Severability of Invalid Provisions. If any one or more of the provisions
contained in this Indenture or in the Bonds shall for any reason be held to be invalid, illegal or
unenforceable in any respect, then such provision or provisions shall be deemed severable from
the remaining provisions contained in this Indenture and such invalidity, illegality or
unenforceability shall not affect any other provision of this Indenture, and this Indenture shall
be construed as if such invalid or illegal or unenforceable provision had never been contained
herein. The Commission hereby declares that it would have adopted this Indenture and each
and every other Section, paragraph, sentence, clause or phrase hereof and authorized the
issuance of the Bonds pursuant thereto irrespective of the fact that any one or more Sections,

_paragraphs, sentences, clauses or phrases of this Indenture may be held illegal, invalid or
unenforceable. If, by reason of the judgment of any court, the Trustee or any successor Trustee
is rendered unable to perform its duties hereunder, and if no successor Trustee be then
appointed, all such duties and all of the rights and powers of the Trustee hereunder shall be.
assumed by and vest in the Treasurer in trust for the benefit of the Bondowners.

SECTION 11.07. Notice to Commission and Trustee. Any notice to or demand upon the
Trustee may be served or presented and such demand may be made, at the principal corporate
trust office of the Trustee in San Francisco, California, which at the date of adoption of this
Indenture is located at 1 California Street, Suite 2550, San Francisco, California 94111 Attention:
- Corporate Trust Department, or at such other address as may have been filed in writing by the
Trustee with the Commission. Any notice to or demand upon the Commission shall be deemed
to have been sufficiently given or served for all purposes by being deposited, postage prepaid,
in a post office letter box, addressed to the Commission, c¢/o the Director, Financial Services,
1155 Market Street, San Francisco, California 94103, or to the Commission at such other address
as may be filed in writing by the Commission with the Trustee.

SECTION 11.08. Evidence of Rights of Bondowners. Any request, consent or other
instrument required by this Indenture to be signed and executed by Bondowners may be in any
number of concurrent writings of substantially similar tenor and may be signed or executed by
such Bondowners in person or by an agent or agents duly appointed in writing. Proof of the
execution of any such request, consent or other instrument or of a writing appointing any such
agent, shall be sufficient for any purpose of this Indenture and shall be conclusive in favor of
the Trustee and of the Commission if made in the manner provided in this Section.

The fact and date of the execution by any person of any such request, consent or other
instrument or writing may be proved in any manner reasonably acceptable to the Trustee.

The ownership of Bonds shall be proved by the bond registration books maintained
pursuant to Section 2.06.

Any request, consent, vote or declaration of the Owner of any Bond shall bind every
future Owner of the same Bond and the Owner of every Bond issued in exchange therefor or in
lieu thereof, in respect of anything done or suffered to be done by the Trustee or the
Commission in pursuance of such request, consent, vote or declaration. ‘

SECTION 11.09. Credit Provider and Bond Reserve Fund Policy Provider Provisions.
Any provisions herein requiring consent from the Credit Providers shall have no force or effect

with respect to a Credit Provider or a Bond Reserve Fund Policy Provider dunng any period in
which such Credit Provider or a Bond Reserve Fund Policy Provider is in default in its
obligations under the related Letter of Credit, insurance policy or Bond Reserve Fund Policy.
The provisions with respect to the Credit Provider and Bond Reserve Fund Policy Provider may
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be disregarded if no Credit Providers or Bond Reserve Fund Policy Providers are in existence
with respect to the Outstanding Bonds.

SECTION 11.10. Article and Section Headings and References. The headings or titles of
the several Articles and Sections hereof, and any table of contents appended to copies hereof,

shall be solely for convenience of reference and shall not affect the meaning, construction or
effect of this Indenture.

All references herein to "Articles,” "Sections" and other subdivisions are to the
corresponding Articles, Sections or subdivisions of this Indenture; and the words "herein,”
"hereof," "hereunder” and other words of similar import refer to this Indenture as a Whole and
not to any particular Article, Sectlon or subdivision hereof.

SECTION 11.11. Funds and Accounts. Any fund required by this Indenture to be
established and maintained by the Commission or the Controller or the Treasurer or the City or
the Trustee may be established and maintained in the accounting records of the Commission or
the Controller or the Treasurer or the City or the Trustee either as a fund or an account, and
may, for the purposes of such records, any audits thereof and any reports or statements with
respect thereto, be treated either as a fund or as an account; but all such records with respect to
all such funds shall at all times be maintained in accordance with generally accepted accounting
practices and with due regard for the protechon of the security of the Bonds and the rights of
every Owner thereof. . ;

SECTION 11.12. Repeal of Inconsistent Resolution. Any resolution of the Commission,
and any part of any resolution, inconsistent with this Indenture, is hereby. repealed to the extent
of such inconsistency. :

SECTION 11.13. Waiver of Personal Liability. No Commission member or officer, agent
or employee of the Commission or of the City shall be individually or personally liable for the
payment of the principal of or interest on the Bonds; but nothing herein contained shall relieve
any such Commission member or officer, agent or employee from the performance of any
official duty provided by law.

.SECTION 11.14. Governing Law. This Indenture shall be construed and governed in
accordance with the laws of the State of Cahforma

°  SECTION 11.15. Business Day. Except as specifically set forth in a Supplemental
Indenture, any payments or transfers which would otherwise become due on any day which is
_ not a Business Day shall become due or shall be made on the next succeeding Business Day.

'SECTION 11.16. Effective Date of Indenture. This Indenture shall take effect upon its
execution and delivery.

: SECTION 11.17 Execution in Counterparts. This Indenture may be executed in several -
counterparts, each of which shall be deemed an original, and all of which shall constitute but. -
one and the same instrument.
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ARTICLE X1I

CITY REQUIREMENTS

SECTION 12.01. MacBride Principles - Northern Ireland Pursuant to San Francisco
Administrative Code Section 12.E.5, the City urges companies doing business in Northern
Ireland to move toward resolving employment inequities, and encourages such companies to
abide by the MacBride Principles. The City urges San Francisco companies to do business with
corporations that abide by the MacBride Principles. .

SECTION 12.02. Tropical Hardwood and Virgin Redwood Bank Pursuant to-San
Francisco Administrative Code Section 121.5(b), the City urges companies not to import,
purchase, obtain, or use for any purpose, any tropical hardwood or tropical hardwood product
or any virgin redwood or virgin redwood product. _

SECTION 12.03. City Requirements

(@ Trustee Shall Not Discriminate. In the performance of this Indenture, the Ttustee
agrees not to discriminate on the basis of the fact or perception of a person's race, color, creed,
religion, national origin, ancestry, age, sex, sexual orientation, gender identity, domestic partner
status, marital status, weight, height, disability or Acquired Immune Deficiency Syndrome or
HIV status (AIDS/HIV status) against any employee of, any City employee working with, or
applicant for employment with the Trustee in any of the Trustee's operations within the United
States, or against any person seeking accommodations, advantages, facilities, privileges,
services or membership in all business, social or other establishments or orgamzahons operated
by the Trustee.

®) Subcontracts. The Trustee shall incorporate by reference in all subcontracts
made in fulfillment of its obligations hereunder the provisions of Section 12B.2(a), 12B.2(c)-(k),
and 12C.3 of the San Francisco Administrative Code (copies of which are available from
purchasing) and shall require all subcontractors to comply with such provisions. The Trustee's
failure to comply with the obligations in this subsection shall constitute a material breach of this
Indenture. : ~

(©) Non-Discrimination in Benefits. The Trustee does not as of the date of this
Indenture and will not during the term of this Indenture, in any of its operations in San
Francisco, or on real property owned by San Francisco, or where the work is being performed
for the City elsewhere within the United States, discriminate in the provision of bereavement
leave, family medical leave, health benefits, membership or membership discounts, moving
expenses, pension and retirement benefits or travel benefits, as well as any benefits other than
the benefits specified above, between employees with domestic partners and employees with
spouses, and/or between the domestic partners and spouses of such employees, where the
domestic partnership has been registered with a governmental entity pursuant to state or local
law authorizing such registration, subject to the conditions set forth in Section 12B.2(b) of the

- San Francisco Administrative Code.

(d) HRC Form. The Trustee shall execute the "Chapter 12B Declaration:
Nondiscrimination in Contracts and Benefits” form (Form HRC 12B-101) with supporting
documentation and secure the approval of the form by the San Francisco Human Rights
Commission ("HRC").
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(e) Incorporation of Administrative Code Provisions by Reference. The provisions
of Chapters 12B and 12C of the San Francisco Administrative Code are incorporated in this

* Section by reference and made a part of this Indenture as though fully set forth herein. The
Trustee shall comply fully with and be bound by all of the provisions that apply to this
Indenture under such Chapters of the Administrative Code, including but not limited to the
remedies provided in such Chapters. Without limiting the foregoing, the Trustee understands
that pursuant to Section 12B.2(h) of the San Francisco Administrative Code, a penalty of $50 for
each person for each calendar day during which such person was discriminated against in
violation of the provisions of this -Indenture may be assessed against the Trustee and/or
deducted from any payments due the Trustee, provided, however that such damages shall not
be set off against the payment of rental or other contract related to bonds, certificates of
participation or other debt obligation of the City or the Commission.

63) (1) Compliance

The Trustee understands and agrees to comply fully with all provisions of
Chapter 12D.A ("Minority/Women/Local Business Utilization Ordinance-IV") of the
San Francisco Administrative Code and agrees to include this paragraph in all
subcontracts made in fulfillment of the Trustee's obligations under this Indenture. Said
provisions are incorporated herein by reference and made a part of this Indenture as -
though fully set forth. Trustee's willful failure to comply with Chapter 12D.A is a
material breach of contract. ' '

(2) Enforcement

If the Trustee willfully fails to comply with any of the provisions of Chapter
12D.A, the rulés and regulations implementing Chapter 12D.A, or the provisions of this
Indenture pertaining to MBE or WBE participation, the Trustee shall be liable for
liquidated damages in an amount equal to Trustee's net profit on this Indenture, or ten
percent (10%) of the total amount of this Indenture, or one thousand dollars ($1,000),
whichever is greatest. The Director of the City's Human Rights Commission (HRC) may
also impose other sanctions against the Trustee authorized in Chapter 12D.A, including
declaring the Trustee to be irresponsible and ineligible to contract with the City for a
period of up to five years or revocation of the Trustee's MBE or WBE certification. The
Director of HRC will determine the sanctions to be imposed, including the amount of
liquidated damages, after investigation pursuant to Section 12D.A.16C.

By entering into this Indenture, the Trustee acknowledges and agrees that any
liquidated damages assessed by the Director of the HRC shall be payable to City upon
demand. The Trustee further acknowledges and agrees that any liquidated damages
assessed may be withheld from any monies due to the Trustee on any contract with City,
provided, however, that such damages shall not be set-off against the payment or rental
or other amount under any lease or other contract related to bonds, certificates of
participation or other debt obligations of the City or the Commission.

The Trustee agrees to maintain records necessary for monitoring its compliance
with Chapter 12D.A for a period of three years following termination of this contract.

SECTION 12.04. Resource Conservation; Liquidated Damages Chapter 21A of the San
Francisco Administrative Code ("Resource Conservation™) is incorporated herein by reference.

_ Failure by the Trustee to comply with any of the requirements of Chapter 21A shall be deemed
a material breach of this Indenture. In the event the Trustee fails to comply in good faith with
any of the provisions of Chapter 214, the Trustee shall be liable for liquidated damages in an
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amount equal to the Trustee's net profit under the contract, or five percent (5%) of the total
amount of the contract dollars, whichever is greatest. The Trustee acknowledges and agrees
that the liquidated damages assessed shall be payable to City upon demand and may be set off
against any moneys due to the Trustee from any agreement with the City; provided, however,
that such liquidated damages shall not be set off against the payment of rental or other amounts
under any lease or other contract related to bonds, certificatés of parhmpahon or other debt
obligation of the City or the Commission.

SECTION 12.05. Contractors Doing Business with the City Prohibited from Making
Contributions The Trustee acknowledges that no person who contracts with the City, for the

rendition of personal services, or the furnishing of any material, supplies or equipment to the
City, or for selling any land or building to the City, whenever such transaction would require
approval by a City elective officer, or the board on which that City elective officer-serves, shall
make any contribution to such an officer, or candidates for such an office, or committee
controlled by such officer or candidate at any time between commencement of negotiations and

. either the completion of, or the termination of, negotiations for such contract.

SECTION 12.06. Requiring Minimum Compensation for Employees The Trustee agrees

" to comply fully with and be bound by all of the provisions of the Minimum Compensation

Ordinance (MCO), as set forth in San Francisco Administrative Code Chapter 12P (Chapter

~ 12P), including the remedies provided, and implementing guidelines and rules. The provisions

of Chapter 12P are incorporated herein by reference and made a part of this Indenture as
though fully set forth. The text of the MCO is available on the web at www.ci.sf.ca.us\MCO.
Capitalized terms used in this Section and not defined in this Indenture shall have the meanings
assigned to such terms in Chapter 12P. Consistent W1th the requirements of the MCO, the
Trustee agrees to all of the following: :

(a) For each hour worked by a Covered Employee during a Pay Period on work

funded under the City contract during the term of this Indenture, the Trustee shall provide to

the Covered Employee no less than the Minimum Compensation, which includes a minimum
hourly wage and compensated and uncompensated time off consistent with the requirements of .
the MCO. For' the minimum hourly gross compensation portion of the MCO, the Trustee shall
pay $9.00 an hour through December 31, 2001. On January 1, 2002, the Trustee shall increase
the minimum hourly gross compensation to $10.00 an hour; provided, however, that if the
Trustee is a Nonprofit Corporation or a public entity, it shall be required to pay the increased
amount only if the City makes the finding required by Section 12P.3(a)(ii) of the San Francisco
Administrative Code. If the Trustee is required to increase the minimum gross hourly
compensation to $10.00 an hour, it shall provide the 2.5% annual increase required by the MCO
for each of the next three years.

(b)  The Trustee shall not discharge, reduce in compensation, or otherwise

- discriminate against any employee for complaining to the City with regard to the Trustee’s

compliance or anticipated compliance with the requirements of the MCO, for opposing any
practice proscribed by the MCO, for participating in proceedings related to the MCO, or for
seeking to assert or enforce any rights under the MCO by any lawful means.

(© The Trustee understands and agrees that the failure to comply with the
requirements of the MCO shall constitute a material breach by the Trustee of the terms of this

Indenture. The City, acting through the Contracting Department, shall determine whether such
a breach has occurred. .

(d)  If, within 30 days after receiving written notice of a breach of this Indenture for
violating the MCO, the Trustee fails to cure such breach or, if such breach cannot reasonably be -
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cured w1thm such period of 30 days, the Trustee fails to commence efforts to cure within such
period, or thereafter fails diligently to pursue such cure to completion, the City, acting through
the Contracting Department, shall have the right to pursue the following rights or remedies and
any rights or remedies available under applicable law:

(i) The right to charge the Trustee an amount equal to the difference"
between the Minimum Compensation and any compensation actually provided to a
Covered Employee, together with interest on such amount from the date payment was
due at the maximum rate then permitted by law;

(i) . The right to set off all or any portion of the amount described in
Subsection (d)(1) of this Section against amounts due to the Trustee under this
Indenture;

(i) Theright to terminate this Indenture in whole or in part;

(iv) In the event of a breach by the Trustee of the covenant referred to in
Subsection (b) of this Section, the right to seek reinstatement of the employee or to
obtain other appropriate equitable relief; and

(v)  The right to bar Trustee from entering into future contracts with the City
for three (3) years. ‘

Each of the rights provided in this Subsection (d) shall be exercisable individually or in
combination with any other rights or remedies available to the City. Any amounts realized by
the City pursuant to this subsection shall be paid to the Covered Employee who failed to
receive the required Minimum Compensation.

: (e) Trustee represents and warrants that it is not an entity that was set up, or is
being used, for the purpose of evading the intent of the MCO.

® Trustee shall keep itself informed of the current requirements of the MCO,
including increases to the hourly gross compensation due Covered Employees under the MCO,
and shall provide. prompt written notice to all Covered Employees of any increases in
compensation, as well as any written communications-received by the Trustee from the City,
which communications are marked to indicate that they are to be distributed to Covered
Employees.

(g)  Trustee shall provide reports to the City in accordance with any reporting
standards promulgated by the City under the MCO, including reports on subcontractors.

(h)  The Trustee shall provide the City with access to pertinent records after receiving
a written request from the City to do so and being provided at least five (5) business days to
respond.

® The Cxty may conduct random audits of Trustee. Random audits shall be (1)
noticed in advance in writing; (2) limited to ascertaining whether Covered Employees are paid
at least the minimum compensation required by the MCO; (3) accomplished through an
examination of pertinent records at a mutually agreed upon time and location within ten (10)

“days of the written notice; and (4) limited to one audit of the Trustee every two years for the
duration of this Indenture. Nothing-in this Indenture is intended to preclude the City from
investigating any report of an alleged violation of the MCO.
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)] Any subcontract entered into by the Trustee shall require the subcontractor to
comply with the requirements of the MCO and shall contain contractual obligations
substantially the same as those set forth in this Section. A subcontract means an agreement
between the Trustee and a third party which requires the third party to perform all or a portion
of the services covered by this Indenture. The Trustee shall notify the Department of
Administrative Services when it enters into such a subcontract and shall certify to the
Department of Administrative Services that it has notified the subcontractor of the obligations
under the MCO and has imposed the requirements of the MCO on the subcontractor through
the provisions of the subcontract. It is the Trustee’s obligation to ensure that any subcontractors
of any tier under this Indenture comply with the requirements of the MCO. If any
subcontractor under this Indenture fails to comply, the City may pursue any of the remedies set
forth in this Section against the Trustee. .

(k)  Each Covered Employee is a third-party beneficiary with respect to the
requirements of subsections (a) and (b) of this Section, and may pursue the following remedies
in the event of a breach by Trustee of subsections (a) and (b), but only after the Covered
Employee has provided the notice, participated in the administrative review hearing, and
waited the 21-day period required by the MCO. The Trustee understands and agrees that if the
Covered Employee prevails in such action, the Covered Employee may be awarded: (1)an
amount equal to the difference between the Minimum Compensation and any compensation
actually provided to the Covered Employee, together with interest on such amount from the
date payment was due at the maximum rate then permitted by law; (2) in the event of a breach
by the Trustee of subsections (a) or (b), the right to seek reinstatement or to obtain other
appropriate equitable relief; and (3) in the event that the Covered Employee is the prevailing
party in any legal action or proceeding against the Trustee arising from this Indenture, the right
to obtain all costs and expenses, including reasonable attorney's fees and disbursements,
incurred by the Covered Employee.. The Trustee also understands that the MCO provides that
if the Trustee prevails in any such action, the Trustee may be awarded costs and expenses,
including reasonable attorney’s fees and disbursements, from the Covered Employee if the

court determines that the Covered Employee’s action was frivolous, vexatious or otherwise an
act of bad faith.

1)) If the Trustee is exempt from the MCO when this Indenture is executed because
the cumulative amount of agreements with this department for the fiscal year is less than
$25,000 ($50,000 for nonprofits), but the Trustee later enters into an agreement or agreements
that cause Trustee to exceed that amount in a fiscal year, the Trustee shall thereafter be required
to comply with the MCO under this Indenture. This obligation arises on the effective date of
the agreement that causes the cumulative amount of agreements between the Trustee and this
department to exceed $25,000 ($50,000 for nonprofits) in the fiscal year.

SECTION 12.07. Compliance with Americans with Disabilities Act Without limiting
any other provisions of this Indenture, the Trustee shall provide the services specified in this
Indenture in a manner that complies with the Americans with Disabilities Act (ADA) Title 24,
and any and all other applicable federal, state and local disability rights legislation. The Trustee
agrees not to discriminate against disabled persons in the provision of services, benefits or
activities provided under this Indenture and further agrees that any violation of this prohibition
on the part of the Trustee, its employees, agents or assigns shall constitute a material breach of
this Indenture. ,

SECTION 12.08. Requiring Health Benefits for Covered Employees Unless exempt, the
Trustee agrees to comply fully with and be bound by all of the provisions of the Health Care
Accountability Ordinance (the "HCAQ"), as set forth in San Francisco Administrative Code

Chapter 12Q), including the remedies provided, and implementing regulations, as the same may
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be amended from time to time. The provisions of Chapter 12Q are incorporated herein by
reference and made a part of this agreement as though fully set forth. The text of the HCAO is
available on the web at www.ci.sf.ca.us\HCAO. Capitalized terms used in this Section 12.08
and not defined in this Indenture shall have the meanings assigned to such terms in Chapter
12Q.

(a) For each Covered Employee, the Trustee shall provide the appropriate health
benefit set forth in Section 12Q.3 of the HCAO. If the Trustee chooses to offer the health plan
option, such health plan shall meet the minimum standards set forth by the San Francisco
Health Commission.

(b) Notwithétandmg the above, if the Trustee is a small business as defined in
Section 12Q.3(d) of the HCAOQ, it shall have no obligation to comply with part (a) above.

() The Trustee's failure to comply with the HCAO shall constitute a material breach
of this agreement. The City shall notify the Trustee if such a breach has occurred. If, within 30
days after receiving the City's written notice of a breach of this Indenture for violating the
HCAQO, The Trustee fails to cure. such breach or, if such breach cannot reasonably be cured
within such period of 30 days, The Trustee fails to commence efforts to cure within such period,
or thereafter fails diligently to pursue such cure to completion, the City shall have the right to
pursue the remedies set forth in 12Q.5(f)(1-5). Each of these remedies shall be exercisable
individually or in combination with any other rights or remedies available to the City.

(d)  Any Subcontract entered into by the Trustee shall require the Subcontractor to
comply with the requirements of the HCAO and shall contain contractual obligations
substantially the same as those set forth in this Section 12.08 the Trustee shall notify the City's
Purchasing Department when it enters into such a Subcontract and shall certify to the
Purchasing Department that it has notified the Subcontractor of the .obligations under the
HCAO and has imposed the requirements of the HCAO on the Subcontractor through the
Subcontract. The Trustee shall be responsible for its Subcontractors’ compliance with these
provisions. If a Subcontractor fails to comply, the City may pursue the remedies set forth in this
Section 12.08 against the Trustee based on the Subcontractor’s failure to comply, provided that
City has first provided the Trustee with notice and an opportunity to obtain a cure of the
violation.

(e) ~ The Trustee shall not discharge, reduce in compensation, or otherwise
discriminate against any employee for notifying the City with regard to the Trustee’s
compliance or anticipated compliance with the requirements of the HCAO, for opposing any
practice proscribed by the HCAO, for participating in proceedings related to the HCAO or for
seeking to assert or enforce any rights under the HCAO by any lawful means.

® The Trustee represents and warrants that it is not an entity that was set up, or is
being used, for the purpose of evading the intent of the HCAO.

(g) The Trustee shall keep itself informed of the current requirements of the HCAO.

.(h) The Trustee shall provide reports to the City in accordance with any reporting
standards promulgated by the City under the HCAQ, including reports on Subcontractors and
Subtenants, as applicable.

@) The Trustee shall provide City with access to records pertammg to compliance

with HCAO after receiving a written request from City to do so and bemg provided at least five
(5) business days to respond.
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G The City may conduct random audits of the Trustee to ascertain its compliance
with HCAO. The Trustee agrees to cooperate w1th the City when it conducts such audits.

k) 1f the Trustee is exempt from the HCAO when this Indenture is executed because
its amount is less than $25,000 ($50,000 for nonprofits), but the Trustee later enters into an
agreement or agreements that cause the Trustee's aggregate amount of all agreements with the
City to reach $75,000, all the agreements shall be thereafter subject to the HCAO. This
obligation arises on the effective date of this Indenture that causes the cumulative amount of
agreements between the Trustee and the Commission to be equal to or greater than $75,000 in
the fiscal year.

SECTION 12.09 Repeal of Administrative Code Provisions. To the extent that the City
repeals any provision of the Administrative Code incorporated, set forth or referenced in
Section 12.01 through 12.08 hereof, other than pursuant to a restatement or amendment of any
such provision, such provision, as incorporated, set forth or referenced herein, shall not longer
apply to this Indenture or the Trustee,

SECTION 12.10. Notification of Limitations on Contributions. San Francisco Campaign
and Governmental Conduct Code (the "Conduct Code") Section 3.700 et. seq., and San Francisco -
Ethics Commissjon Regulations 3.710(a)-1 - 3.730-1, prohibit the public officials who approved
this Indenture from receiving (1) gifts, honoraria, emoluments or pecuniary benefits of a value
in excess of $50; (2) any employment for compensation; or (3) any campaign contributions for
any elective office for a period of up to six years from individuals and entities who are "public
benefit recipients” of this Indenture. "Public benefit recipients" of this Indenture are: (a) the
individual, corporation, firm, partnership, association, or other person or entity that is a party to

‘this Indenture; (b) an individual or entity that has a direct 10% equity, or direct 10%

participation, or direct 10% revenue interest in that party at the time the public benefit is
awarded; or (c) an individual who is a trustee, director, partner or officer of the contracting
party at the time the public benefit is awarded.

The Trustee understands that any public official who approved this Indenture may not
accept campaign contributions, gifts, or future employment from the Trustee except as provided

 under the Conduct Code. The Trustee agrees to notify any other individuals or entities that

may be deemed "public benefit recipients” under the-Conduct Code because of this Indenture.

Upon request, the Trustee agrees to .furnish, before this Indenture is entered into, such
information as any public official approving this Indenture may require in order to ensure such
official's compliance with the Conduct Code. Upon request, the City agrees to provide, before
this Indenture is entered into, the Trustee with a list of public officials who, under the Conduct
Code, approved this Indenture. Failure of any public official who approved this Indenture to
abide by the Conduct Code shall not constitute a breach by either the City or the Trustee of this
Indenture. Notwithstanding anything to the contrary in this- Indenture, neither party shall have
the right to terminate this Indenture due to any failure by the other party to provide the
information described in this paragraph. ,.

465




IN WITNESS WHEREOF, the parties hereto have executed this Indenture by their
officers thereunto duly authorized as of the day and year first written above. -

PUBLIC UTILITIES COMMISSION OF THE
- CITY AND COUNTY OF SAN :
FRANCISCO

neral Manager of the Public Utilities
ommission of the City and County of San
Francisco

US. BANK, N.A., as trustee

A/ Y

Adthorized Officer ()

(Seal)
ATTEST:

Mhroin, R

Secfetary of thelPublic Utilifies
~Commission of the ity and County
of San Francisco

Approved as to form:

Dennis J. Herrera, City Attorney

By\ \ "
\/{ Deputy City Attorney
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EXHIBIT A
FORM OF 2003 REFUNDING SERIES A BOND

$ ) ‘ No. R~

State of California
City and County of San Francisco
PUBLIC UTILITIES COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO
CLEAN WATER REVENUE BOND

2003 REFUNDING SERIES A
Dated Date Interest Rate Maturity Date ~ CUSIP No.

October 1,20__

Registered Owner:  Cede & Co.
Principal Amount: . DOLLARS

The PUBLIC UTILITIES COMMISSION OF THE CITY AND COUNTY OF SAN
FRANCISCO, a commission duly organized and existing under and pursuant to the Charter of
the City and County of San Francisco and the laws of the State of California (herein called the
"Commission"), for value received, hereby promises to pay (but only out of the net revenues
hereinafter referred to) to the registered owner set forth above, or registered assigns, on the
maturity date set forth above (subject to any right of prior redemption hereinafter provided for),
the principal sum set forth above by check of the Trustee in lawful money of the United States
of America, and to pay (but only out of the net revenues hereinafter referred to) interest thereon
in like lawful money from the interest payment date next preceding the date of authentication
of this Bond (unless this Bond is authenticated as of a day during the period from the 16th day
of the calendar month next preceding any interest payment date to and including such interest
payment date, in which event it shall bear interest from such interest payment date, or unless
this Bond is authenticated on or before September 15, 2003, in which event it shall bear interest
from January 28, 2003; provided, however, -that if, at the time of authentication of any Bond,
interest is in default on Outstanding Bonds, such Bond shall bear interest from the interest
payment date to which interest has previously been paid or made available for payment on the
Outstanding Bonds and shall be payable to the Owners thereof of record as of a special date as
shall be established by the Trustee following such default) until payment of such principal sum,
at the interest rate per annum stated above, payable on October 1, 2003 and semiannually
thereafter on April 1 and October 1 in each year. The principal (or redemption price) hereof is
payable to the registered owner hereof upon the surrender hereof at the corporate trust office of
U.S. Bank, N.A., in San Francisco, California, as trustee (herein, together with any successor as
trustee under the Indenture, called the "Trustee"), or such other office designated by the

“Trustee. The interest hereon is payable to the person whose name appears on the bond
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registration books of the Trustee as the registered owner hereof as of the close of business on the '
15th day of the calendar month immediately preceding an interest payment date, whether or
not such day is a business day, such interest to be paid, except as otherwise provided in the
Indenture, by check mailed to such registered owner at his or her address as it appears on such
registration books. Interest on this Bond shall be calculated on the basis of a 360-day year
comprised of twelve 30-day months.

This Bond is one of a duly authorized issue of revenue bonds of the Commission
designated as the "Clean Water Revenue Bonds" (herein called the "Bonds"), of the series and
designation indicated on' the face hereof (herein called the "2003 Refunding Series A Bonds")
and is a Current Interest Bond (as such term is defined in the Indenture hereinafter referred to).
The issue of Bonds is not limited in aggregate principal amount to $396,270,000 and consists or
may consist of one or more series of varying denominations, dates, maturities, interest rates and
other provisions, as provided in the Indenture, all issued and to be issued under the Indenture
and the Charter of the City and County of San Francisco (the "City") and all laws of the State of
California supplemental thereto, including the Revenue Bond Law of 1941 to the extent made
applicable by said Charter (herein collectively called the "Law"), and pursuant to an Indenture,
dated as of’ ]anuary 1, 2003 (the "Indenture"), between the Trustee and the Commission,
authorizing the issuance of the Commission’s 2003 Refunding Series A Bonds. Reference is

hereby made to the Indenture (a copy of which is on file at the office of the Trustee) and to the
Law for a description of the terms on which the Bonds are issued, the provisions with regard to
the nature and extent of the Net Revenues (as such term is defined in the Indenture) and the
rights thereunder (and limitations thereon) of the registered owners of the Bonds and the rights,
duties and immunities of the Trustee and the rights and obligations of the Commission
thereunder. All the terms of the Indenture and the Law are hereby incorporated herein and
constitute a contract between the Commission and the registered owner of this Bond, and to all
the provisions thereof the owner of this Bond, by his, her or its acceptance hereof, consents and
agrees. Each owner hereof shall have recourse to all of the provisions of the Law and the
Indenture and shall be bound by all of the terms and conditions thereof.

The 2003 Refunding Series A Bonds are issued to refund in full certain outstanding
bonds of the City entitled "City and County of San Francisco Sewer Revenue Refunding Bonds,
Series 1992," "City and County of San Francisco Sewer Revenue Refunding Bonds, Series 1994,"
and "City and County of San Francisco Sewer Revenue Bonds, Series 1995,” all as more
particularly described in the Indenture. The Bonds are special obligations of the Commission
and are payable, as to the principal thereof, interest thereon and any premiums upon the
redemption of any thereof, from the net revenues of the Enterprise (which, as more particularly
defined in the Indenture, are therein and herein called the "Net Revenues"). All of the Bonds
are equally secured by a pledge of, and charge and lien upon, all of the Net Revenues; but
nevertheless, out of Net Revenues, amounts shall and may be applied for other purposes as
provided in the Indenture. Additional series of Bonds and other obligations payable from the
Net Revenues may be issued on a parity with the Bonds of this Series, but only subject to the
conditions and limitations contained in the Indenture.

The principal of and interest on this Bond are payable solely from the Net Revenues, and
the Commission is not obligated to pay them except from the Net Revenues. The Commission
has no taxing power. The general fund of the City and County of San Francisco is not liable,
and the credit or taxing power of the City and County of San Francisco is not pledged, for the
payment of the Bonds or their interest. The Bonds are not secured by a legal or equitable pledge
of, or charge, lien or encumbrance upon, any of the property of the Commission or any of its
income or receipts, except the Net Revenues. The owner hereof has no right to compel the
exercise of any taxing power of the City and County of San Francisco.
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The rights and obligations of the Commission and the owners of the Bonds may be
modified or amended at any time in the manner, to the extent and upon the terms provided in
the Indenture.

The 2003 Refunding Series A Bonds maturing on or before October 1, 2012 are not
subject to redemption before their respective stated maturities. The 2003 Refundmg Series A
Bonds maturing on or after October 1, 2013 are subject to redemption prior to their respective .
stated maturities, at the option of the Commission, from and to the extent of any source of
available funds, as a whole or in part on any date on or after April 1, 2013, by such maturities or
portions of maturities as shall be determined by the Commission if less than all of the 2003

Refunding Series Bonds are to be called for prior redemption and by lot within any such
maturity if less .than all of the 2003 Refunding Series A Bonds of such maturity are to be
redeemed, at the principal amount of the 2003 Refunding Series A Bonds to be redeémed, plus
accrued interest thereon to the date fixed for redemption, without premium.

As provided in the Indenture, notice of'redemption shall be mailed, not less than 30 nor
more than 60 days prior the redemption date, to the registered owner of this Bond.

If this Bond is called for redemption and payment is duly providéd therefor as specified
in the Indenture, interest shall cease to accrue hereon from and after the date fixed for
redemption.

: The 2003 Refundmg Series A Bonds are issuable as fully registered Bonds without
coupons’in the denomination of $5,000 or any integral multiple thereof provided that no Bond
shall have principal' maturing on more than one principal payment date. Subject to the
limitations and conditions and upon payment of the charges, if any, as provided in the
Indenture, 2003 Refunding Series A Bonds may be exchanged for a like aggregate principal
amount of Bonds of the same series, tenor and maturity of other authorized denominations.

This Bond is transferable by the registered owner hereof, in person or by his attorney
duly authorized in writing, at said office of the Trustee, but only in the manner, subject to the
limitations and upon payment of the charges provided in the Indenture, and upon surrender
and cancellation of this Bond. Upon such transfer a new fully registered Bond or Bonds, of
authorized denomination or denominations and of the same series and tenor, for the same
aggregate principal amount will be issued to the transferee in exchange herefor.

_The Commission and the Trustee may treat the registered owner hereof as the absolute
owner hereof for all purposes, and the Commission and the Trustee shall not be affected by any
notice to the contrary.

Ttis hereby certified that all of the conditions, things and acts required to exist, to have -
happened or to have been performed precedent to and in the issuance of this Bond do exist,
have happened or have been performed in due and regular time, form and manner as required
by the Law and the laws of the State of California, and that the amount of this Bond, together
with all other obligations of the Commission, does not exceed any limit prescribed by the Law
or any laws of the State of California, and is not in excess of the amount of Bonds permitted to
be issued under the Indenture.

~ This Bond shall not be entitled to any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication and reg1strat10n hereon
endorsed shall have been signed by the Trustee.
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DTC LEGEND

Unless this bond is presented by an authorized representative of The Depository Trust
Company, a New York corporation ("DTC"), to the Commission or its agent for registration of
transfer, exchange, or payment, and any certificate issued is registered in the name of Cede & .
Co. or in such other name as is requested by an authorized representative of DTC (and any
payment is 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.
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IN WITNESS WHEREOF, the Public Utilities Commission of the City and County of San -
Francisco has caused this Bond to be executed on its behalf under the official seal of the
Commission or a facsimile thereof, signed by the manual or facsimile signatures of its President
and of the Controller of the City and County of San Francisco and countersigned by the manual
or facsimile signature of its Secretary, all as of January 28, 2003.

PUBLIC UTILITIES COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO

General Manager of the Commission

Controller of the City and County
of San Francisco

(Seal)

Countersigned:

Secretary of the Commission
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STATEMENT OF INSURANCE
STATEMENT OF INSURANCE

MBIA Insurance Corporation (the “Insurer”) has issued a policy containing the
following provisions, such policy being on file at U.S. Bank, N.A., San Francisco, California.

The Insurer, in consideration of the payment of the premium and subject to the terms of
this policy, hereby 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 Public Utilities Commission of the City and County of San
Francisco (the “Issuer”) to U.S. Bank, N.A., San Francisco, California, or its successor, as trustee
(the “Paying Agent”), of an amount equal to (i) the principal of (either at the stated maturity or
by any advancement of maturity pursuant to a mandatory sinking fund payment) and interest
on, the Obligations (as that term is defined below) as such payments shall become due but shall
not be so paid (except that in the event of any acceleration of the due date of such principal by
reason of mandatory or optional redemption 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 payment which is subsequently recovered from any owner
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 bankruptcy law.
The amounts referred to in clauses (i) and (ii) of the preceding sentence shall be referred to
herein collectively as the “Insured Amounts.” “Obligations’” shall mean:
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$396,270,000
PUBLIC UTILITIES COMMISSION
OF THE CITY AND COUNTY OF SAN FRANCISCO
CLEAN WATER REVENUE BONDS
2003 REFUNDING SERIES A

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 mail, by the Insurer from the Paying Agent or any owner of an Obligation the payment
of an Insured Amount for which is then due, that such required payment has not been made,
the Insurer on the due date of such payment or within one business day after receipt of notice of
such nonpayment, whichever is later, will make a deposit of funds, in an account with State
Street Bank and Trust Company, N.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 such Obligations or presentment of such other proof of ownership of the
Obligations, together with any appropriate instruments of assignment to evidence the
assignment of the Insured Amounts due on the Obligations as are paid by the Insurer, and
appropriate instruments to effect the appointment of the Insurer as agent for such owners of the

Obligations in any legal proceeding related to payment of Insured Amounts on the Obligations,
~ such instruments being in a form satisfactory to State Street Bank and Trust Company, N.A.,
State Street Bank and Trust Company, N.A. shall disburse to such owners or the Paying Agent
payment of the Insured Amounts due on such Obligations, less any amount held by the Paying
Agent 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 Obligation.

As used herein, the term ‘owner” shall mean the registered owner of any Obligation as
indicated in the books maintained by the Paying Agent, the Issuer, or any designee of the Issuer
for such purpose. The term owner shall not include the Issuer or any party whose agreement
W1th the Issuer constitutes the underlying security for the Obhga’aons

Any service of process on the Insurer may be made to the Insurer at its offices located at
113 King Street, Armonk, New York 10504 and such service of process shall be valid and
binding.

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

In the ‘event the 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 1
of Part 2 of Division 1 of the California Insurance Code.

MBIA INSURANCE CORPORATION

U8




[FORM OF TRUSTEE'S CERTIFICATE OF AUTHENTICATION
AND REGISTRATION TO APPEAR ON THE 2003 REFUND]N G SERIES A BONDS]

This Bond is one of the Bonds described in the within-mentioned Indenture, quch has
been authenticated and registered on the date set forth below.

U.S. BANK, N.A.,

as Trustee
Dated:
By: : '
Authorized Officer
[FORM OF ASSIGNMENT]

For value received the undersigned do(es) hereby sell assign and transfer unto
the within-mentioned Registered Bond and hereby irrevocably

_constitute(s) and appoint(s) attorney, to transfer the same on the books of
the Trustee with full power of substitution in the premises. -
Dated:
SIGNATURE GUARANTEED BY:

'NOTICE: Signatui:é must be guaranteed by a member firm of the New York Stock

Exchange or a commercial bank or trust company.
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OFFICE OF THE MAYOR Zem®@ V) SENSCES EDWIN ML LEE

SAN FRANCISCO MAYOR
' T e ég_,_ e
TO: Angela Calvillo, Clerk of the Board of Supervisor:
FROM: Mayor Edwin M. Lee >
RE: Ordinance Amending and Supplementing Ordinance No. 107-14 to

Authorize the SFPUC to enter into California State Water Resources
Control Board Installment Sales Agreements for State Revolving Loans ---
Not to Exceed $819,035,941

DATE: April 14, 2015

Attached for introduction. to the Board of Supervisors is an ordinance Amending and -
Supplementing Ordinance No. 107-14 to include, in addition to revenue bonds, the
execution and delivery of State of California State Water Resources Control Board
Instalilment Sales Agreements for State Revolving Loans by the San Francisco Public
Utilities Commission (the “Commission”) in an aggregate principal amount not to exceed
an amount previously authorized of $819,035,941 to finance the costs of various
projects benefitting the Wastewater Enterprise pursuant to the Charter (the “Charter”) of
the City and County of San Francisco (the “City”), including Proposition E (“Proposition
E") an amendment to the Charter enacted by the voters on November 5, 2002; and
ratifying previous actions taken in connection therewith. '

Please note this item is co-sponsored by Supervisor Tang and Supervisor Farrell.

Should you have any questions, please contact Nicole Elliott (415) 554-7940.

1 DR. CARLTON B. Goo E PLACE, Room 200
SAN FRANCISCO, CA NIA 94102-4681
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